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Piaas 6lale your name and butiness asoress.

Stephan M. Rackers, 606 Oiive Stradt, Sulte 330, 51, Loyls, Mistourt 63101,

By whom ate you employed and [n what capacky?

1 am an Assiziant Manager In the Accounting WNMWMW
Public Service Commission (Commitsion).

Q. Plase dosiitn yout sdutational batkgoound. E

A. | gradualed from the UnivarsKy of Missourl at Calumbla, Missourt in 1078,
from which | recelvad & Bachebt of Sciance degras n Business Adeninistration, majoring in
Astounting.

Q. What has besn the nature of your dutles whie in the empioy of this
Commission?

A Undor1he diraction of the Manager of Accounting, | iave supenissd and
assisted in awdits and examinations of the books and records of public Uity companies
oparaling wihin the stale of MEscur. | have listed audits | have previously paticioated in on
Schedula 1 of this diredt testimony. X

Q. Have you made an examination of the books end records of Lacisde Gas
Company {Laciode or Company) with regard lo Case No, QR-92-1857 .

A, Yes, [ have, with the assislance of othar members of the Gommission Sigll

(Staff},

Q. What are your ereas of responsinlity In Casa No. GR92+1657
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Aca0uoting ST members s$HCNEG 0 the 56 80d 10 AFtES In e cooRENEEoN of the soiviies
of the Aooounting SIE whth other matmbers of the Comristion S, WRh regerd 10 the
davalopmant of S1sl's proposed ravenue raquiremani, | a0 responsiia for 1l yaar and trug-
V. PSNERONE. the Frankiin Coury exprnsion and postrstrement benefits.

Q. vt Accounting sdusinents and scheduias & you sponsoning?

A tamspomsoning Inoome Slesment sdustmsnt Nos, S14-8, 5-16-F, s-1;7-c.
S-16-M, 809 6-20-D regrarding the Frankin County 6xpansion, and S-18-H resating 10 pantions,
{am also sponsoring Accounting Schedule 4 - Adiustments to Prani, contakning adiusiment P1,
‘telating ¥ the Framkkn County axpansion, 6nd Accobiting Schetul 8 - Adiusiments 10 the
Depreciation Reserva, :

JEST.YEAR AND TAUE-UP
Q. What test year has the Staff usad in (his case?
A The Staff has used a test year ending February 20, 1092,

How has the Staff examined and adfusted this paricd?

Through the review and analysia of the Company’s Anousl Reporis 1o beth
tha sharohoidars and tha Commisskn; 1ha workpapsrs of Delokie-Touchs, the Company’s
outsido audiors; the Annual Actuarial Report from Towers, Pemin, Forsier & Crosty, ko,
Latlede's mmwnmm&nvmamconpwmmwm
thoroughly examined the tast year anding Febary 29, 1992, As a result, the SlaH has
odjusigd tha test paricd in an ailempt to eliminala tha oHacis of abnormal avents, &3 wel as
(o anmasize the etfects of those evenis which fatiect engoing operations. Theough this process,
tho Staff has devslopad a revanus requirsmant which approprialely. makches ravenues,
oxpanses and lnvestment. ' -

Q. Hasihe Sl updaied Ks test year ending February 29, 19927
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A Yes. Tho SUT has updetod ba Solemmingtion of revene uement &
inchuda the efiocts of spackic Rema thxouplt May 31, 1992, Revenue, expeinea, &nd rate base
Res have bean considered In e Updale 1o MEkKA e Sppapddte relsonship. T
Company's capial stuclure has also baen updated theough May, 1992, 88 dioutsed by Siat
winass Jay W, Moors of the Findacdat Analyyds Depariment.
Q. 5 the SIeN recommending a lue-up fof this case?
A No. Tha Sialf s ot recommending that a trus-up be pariormed in ihis cate
aslhesuﬂdoasrﬁibﬁm&lm%npmyhnmdeauuombbmuhnhmup.:
Q. Why b the Stz makiog tis tscommendation? ;
A In the Suzpension Onder dated February 15, 1692, the Commiasion
exckirossad the true-up procedure 85 fokows: .
The Commission s of the opinion the Company shouid submi eny |
rodusests (of thaa-up In s poa-fiad diract testinony, The recuasts :
should Inchide a proposed dale v which the Company's financial
dita is to bo brought forwand as wel as & proposed tma for & bue
Up hasiing. The Company's propoisl should aiso specily a complels

Wsl of acchunis or Hems of expends, revenues and s bass
designad 10 prevent any Impropee mismelch o those areas. The

Commission wik not considsr solated adusiments, but wil examing

only 8 “peckage” of adjstinants designed K maklin the proper

ravanue/expantATals base maich & a proper point in tima,

Futhar, in tha Commission's Orgar Eslabishing Tes! Yaar, the Commisiion
ordered tho use of & test ysar ending Fabrvary 20, 5002, as updated theough Mey 91, 1992,
Tha Commission staled that it could conskdar kaown and maasurable changes ¥ the tasi year
as updsated, provided 1hat such changes are audidable and do not violata the reftionship of
revamies, fate basa, and expanse as estatiihed in the Stai's audd.

(o the Stedt's opindon the Company’s request for atrus-upthrough August 31, 1082
and haarings In earty to mid-Oclobar doss not maet ihe Commission's speciiications, Also, the
Company's request doas not folow (ko normal practice of the {nug-up process. .

Q. How does the Company's proposal fal 0 most tha Commission's

specilications?

Um"-ﬂ"m&“”‘
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A, The Stati has engaged i a process of examination and sdusmsnt of the
test your, a3 previously discussed. This procass assures the proper reiationship betwesn
covanuss, expanses & rata base, This procass cantiot be adequalely dupkoated b compriss
a forward movement of stk manths, from February 29, 1992 to August 31, 1692, In the time
proviad n this case. Whae lhe Company has listed spaciio kams i piopeses 10 frug-up which
In the aggregate Increrses ravanue requiceman, Insutikciant bme axlsis to Thorolghly examios
and adjust the perod from Febriary 29, 1992 1o August 31, 1632, s0 that a propar matching
of ravenues, oxpanses, and rete base 1 malnlalned, Wihoutihis process, Bdequats 8s5U/aN08
cannot ba provided that the propot relatienship batwasnexpansas, revanies, andirale bise has
been maktained,
0. Whal concams doas the Siafl have regasding the aucebity and avaltebily
of fho data nacessary fo perfor a trus-up through August?

A, The dsta required to padom a true-up through August 31, 1802 whinot be
avaliabie uniit epproximately Soplember 22, 1892, In all probabifly, Delalied monhly financiat
statemants tor August wil probably not ba avaliable undi Geplember 30, 1992, Additionaly, the
Company's avarage response Hme {o Staff data requexts I this case is 14 days. Tho Slaff
Goos ol baliove (hase clraumstancas provide sufficlent 1ne to parform a trug-up and Nave
hearings by mid-Oclober, . .

As proviously siated, tha Slet has updated majr componants of Ks revenus
raquiroment heough May 31, 1892 which reflects the fast audliable Information avalabia to the
Siatl to reflact ki is case. The Biatf asserts ihat s case, as updated through May 21, 1892,
povidas an appropriste basts for soling goingfonward rates.

Q. How goos the Company’s requaest confiict with 1he normal practie of the
frueup process?

A The Conpany has Inckided the use of esimated inflation factons through
August, 1002, 1o increase certain expanse lovalsdn s case. I 1s notthe ususl practics of this
Commission fo accept infialion factors s & moasure of ¢costingreates. The Company has not

e
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Ksted the inftaion fackors as & Kem requidog (ria-up, The Slal doss not beleve thet an
estimate of (he reta of incresss In 1he 0081 of saected kame ks propedy Inckuded in revanue

requikament, and canainly not 1oF & Trie-Up,

Also, the Company hasincluded Hems ki the determination of revenus requirament
which are bayond aven s own August, 1092 cul-oH lor trug-up. Tha Company has rafiected -
Iho 1093 tax base and tax rale for Boclal Securiy (FICA) taxes, 1ha estimated Decsmbar, 1932
tave! of proparty laxes end a reclaestiation of propetly from personal to resd property ko
marchants and maniisciurers Tax cAKUIALaN pUipo3es which wii nol take éffect untl 1093,
Such Hams do not mael the &00p0 of gven tha Company’s true-up raqusst. In addition, the
Company has not baen consistant i Ms traatinant of el Hemd. While including tha Lix ncressss
in 1693 tor proparty and soclal sscurity, Lacleds has not proposed 1o recopnize the recuction
In the stalg ixoomea tax rste which 1akes eect on Odlober 1; 1692, Also, 1he Conpany hss not
proposed a inte-up for (ha capitat slruclure, In he Siafi's opinkin, the capiial structure should
be inckxded in any tnie-Up pmoass, ‘

Finally, In Casa No. WR-51-211 and Case No. WC-D1-378, the Commission
recanly dented a request for lrue-up by 1he Missour-Amercan Weler Company, slating:

Tha Commission also rotes that the mechanism of the
frug-up haarig was devisad a number of yaars 800
during a perkvd-of rapid Inflation when the valse of &
company's sward would be shamply sioded, As &
goneral pradtics, frue-up audks and tus-Up hearings
are nod parformad, abesnt Unusial cicumsiantss, sinte
a reduction In the inlixtion rate has diminithed the
nachcsky.
The turrend Inflation rte as measured by the twalve month change I the

Consumar Pike index - Al Urban Consumers was only 3,1% lor June, 1802,

PENSION EXPENSE )
T 0. Whatapproach has the Stefl uiized In detarmining the approprists levelot .

pension expensa?
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A The Sia hasutilzad a conlrioution epproach in Getemining the sppropdats

lovel of pansion expensa. The Siafl recommends & contriution equél (0 1 Employee

. Ratkcemant Income Sacurity Act (ERIDA) rminkmum for the planyear snding Ssptermbée 30, 1092

Tor quatitied panslons and actual paymanis for supplantental and Directors ponsins,

Tivis diratt testimony will discuss Slatf's recommendation for quakiiad pansions,
Tho dgiscussion regarding supplomanial and Dlreciors pansions appears in tho direct lestimony
of Stali Wilness Anna M. Weodle. .

Q.. Pioaca sxplaln the Slaifs usage of mmnm;n ERléA pansian conirbutions,

A ERISAwas enacledin 1074inordor 10 sateguard empioyess’ pension righis
by legally taquiing a mintnwm funding amount for pensiken plans fo ensure proper pankn
funding. Thus, by udlng the minimum ERISA contributions to dolerj‘rﬂne annuakzsd pansion
axpansa, tha Slaff is including In tho c0st of service an amount which assuras ermpkyees of
adequate pansion funding. :

Q. What has boen tha level of Lactede’s ERISA ménkmum contiibtsions?

A, Thé ERIBA minimum conirioution for Laclade's three pansion funds for the
plan yaars ending in Septaraber are as folows:

MILLIONS
Blan it ] 1290 k11 1gg2
Managemant 1] 0 0
Conlract 0 o 0
Ko, Natural $2 $3 3

“The above lablk shows thatthe ERISA minimum contribution has basn very stabie
In recon history and will famaln o through Seplamier of 1902,
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Q. Wnalis the siatus of Lacieda’s pansion funds? )
A The mott ressnt inkormation shows the fokovring favel of Junding sitius!

MILLIONS
. Accumuisied Ralio ¢f
- Fakrvale Bonoi Assets to
Elan glasssls - Oblbslon Broesy - Oboglon
Managemant $663 422 14 N X
Contract 142.0 62.6 604 | 1712%

Mo, Natural 8.9 7.6 1.4 i 118%

The above lable shows thal assels exceod the accumutaied banett obligation for
all the Company’s furds. i the case of the Coniract fund, this excass is quite sipaiicant.

Q. Wil the uso of the ERISA minmum coniibulion In détermining penaion
oxpanse 10 bo indu-cged In retos address the skaniiicant excess which exlsis In the Contiad
pian?

A No. The ERISA milmum cannot be negatlve and wil pot knmadiately
reduce tha lavel of pansion ovar-funding. Howaver, i will Insuze that ratepaysrs do nod pay any
moe mmu?h {ha cost of sarvice than is requirad 1o assura smployses of adequale funding.

Q. What was the Jevel of pansion expante tecarded by The Company duiing
ihe tes! year? _ '
A.  Tha Compary recorded approximaisly §<4.6> miton ln PANSioN expanss
during (ha 1est year In acoordance with th Siataments of Financial Accounting Standards Nos.
B7 and 88 (FAS 67 and &8), Sl adustment S-16-H Increnses this Kval o tha oparating and
malntenance oxponse porion ol he ERISA minlmum coniribution for 1992, 307,485, 10 refisct
the Comaany’s fest yaar contribulion for the Missourd Natural Diviaion,
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ACCOUNTING FOR PENSIONS AND POST-AETIREWENT RENREITS

Q. What ane (he Stedfs racommendaiions regarding acunting for pantions
and post-ratvament banefts? '

A, Tho St racommands thel acoounling f6r hese ems be based on the
minimum ERISA contibution for quatiied pensions nd actual payments for aJpp!amr;tal and
Directors penslons and pay-as-you-go lor post-retiremant banaftis, :

Q.  Explatn the Sleis recommendation for pansions.

A Currently, he Company is requied by Ganarally Acceptsd Aocounting
Principlas fo recotd pansion oxpansa acoording to FAS 87 and 8. Howsver, under FAS 71
Lacioda may under cartatn condiions rscord a reguiatory asset or Habllity on its balance sheet
for (he differance betwean the amoun! determined undar FAS 67 and 68 and the amount
determinad through ratemaking. A Commission Onder in this case eslablishing rales basad cn
the minimum ERIBA contrbution end astual paymems elong with a slatsment reganding
piobable recovery of any resuling regulziory assat or Babiy should ahiow the Company
tmplament FAS 71 1o book penskin expense in accordanse with the ratamaking trealment
spaciiod by the Commission.

@, Explainthe Stel's actourting recommandation for post-relvement banefits.

A, Baginoing October 1, 1684, Lacisde wi bo required 10 record the expanse
for postretiremsnt benaflts on an aconval basis according to FAS 106. Howsver, 8 with
pansions, FAS 71 should aliow for tha crantion of a cepuistory ssset of Rabiity assoclaied with
tho ditarence hatween pay-as-you-go and (e leval of accruad axpense recorded unddr FAS
106. A Commission Ordar establishing rates in this case based on the Company's actual
paymants far post-ratiremant bansfils and a slalament segarding probabla recovery of the
reguiatory asset or kablity crealed as a resull should allow the Company fo implement FAS T
10 book post-reliremant benetlt expense in accerdance withthe ratemeking uséiment _spec!!lad
by the Commission.
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Q. Hss the Commission rmntly sutbodited the use of the pay-83-yougo
mathadology for calouiating post: mtamem benoﬂ oxpente for tnancial nponing pmpos-n?

A, Yes. InCase No. 50-92-179 tha Coemmission amnorﬁod Union ERecirio
Company to contlue o use the pay-as-you-go mathodokgy {or akulating the amount chirped
fo posttelkamont bonelis expansa for tinarclal stetement roporting. The Commision aso
awthorized the esteblishment of & reguiaiory asset for the difference bemm the amount
cakuleted undal FAS 104 and the pay-as-you-go. Finally, the Commission ﬂmd K8 Wkom 1o
aliow prudentiy Incurrad post.reliament banatits 1o be recoverad In the fudue on a pay-8s-you-
00 basts, and 18 betle! that fecovery of e resulling reguiatory asset was probable,

gmg&m.coum
' Q. Plonse bistly daflne this saction of your direct tastimony.

A, Lacdiedehas expanded s senvice terriony into Franidin County, kikssour, par
the Gommission's Cider b1 Gase No, GA-S0-280, ¢l a). The Compary is In tha process of
buiiding distibution systems in the clties of Washington, Unlon and 8t Clalr, Mo, These
distribution systams will recelve gas from & new lranamission Hos bul by Mitsour Pipaine
Company (MFG). This ssclion of my diroci tesimony wil address the SIa%s propoted
trostment of the piant facibies and costs associzied wkhthe distiibution systers [n"Washingian,

Unlen and St Clalr. _
Q. Piease explaln adjusiments P-1 and 8-14-B, 8-16-F, §47C, &-18-M and

820D,

A, These adjustmonis eliminale the plant and oxpenses l associatod with
Lactoda's astablishmeant of distributlon systems in Frankfin County.

Q.  Why sre these adjusiments necassary?

A, These adustmants synchronize the recovery of tho cost associaled wih
sarving lhe Franklin County area with the sevenuebanelis from customers sl.!md‘ As of May

9.
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31, 1692, nd customars ware boing served by the distiibution natworks K Washington, Union
and 81, Clak. _ . . !

Q. AsolMay31, 1092, were any Frankiia Ooumyws{omeﬁ recoling sevica?

A, As of May 3f, 199'2. Lackde was serving only two Frankkin Gbumy
cus.!o.mer..-'. However, thase customwrs ars recehving senvice through cameclions b tha
Washington-Eisvise plpeling which Interconrracis MPG and Lacteda's distibution Mhm.
Louls Coury. T Siaii has not etminated any plant usad to specically provide 88nice to
those customers. '

Q. Whal lavel of invesimont aasotisted with the Frankiin Counly dislribution
systems was In sarvie &t May 31, 10027 '

A, Tnare was sppeoximately $1 miBon of bvestment In service 8t May 31,
1992, Tho sevonue requiremant associaled wih this Invasimant s dppxoximately $150.000,
Including ratbm. Incoma taxes, depreciation and propdry taxes.

Q. Vihat lsvel of operation and malnlenance expense was incumed I he test
yoar assotiated with the Frankkn County gistituilon systems?

A, Lacledo ncured approximately $140,000 of expanse during tho 1ast year.

Q.  Whatis tha natum of the investmant and expansas?

A Wihie a speciio categorization ks not avaiiable, a portion of the Javasimant
Is fof reguiatons, 87 ploo andd geraral lant fackitlas whish are bullt 1o support the distribution
sysiom and ot any one indidual cusiomar. The eXpansas weta inourred 1o slanup a new
operation prier to the actual dallvary of gas h‘wﬂomm.

Q. Pioase summaiizo the Stai's recommendation reéardlngﬁn Wrvestmeont and
expansos assodiriad with the Frankdin County disirbxikin systems, - ‘

A.  The Slaft balieves R Is tnappropriale to Inckude thesa cosis in the
datarminalion of revenio requirement. These cosls, & partion of which are related ¥ the stad-
up of the Company's Frankiin County oparaibns,- should ba recogntzed i  Rulyre pariod and
malched aglainsl tho beneli of futura antkeipated customer growth,
-10-







in tha mattar of Lackéde Gas Company of )

81, Louts, Missoud, for aulhority to Case No. GR-92-165
fike tarfts Incroasing rates for gas :

ssrvka proviied 1o customers in the

Missour sorvice area of the Company.

AFFIDAVIT OF STEPHEN M, RACKERS

STATE OF MISSOURI’ )
)

COUNTY OF GOLE )

Stephen M. Rackers, of lawiuf 609, on s o&ih siates: thid bo has particosied
preparation of the foregoing Diract Testimony In question end answar form, 0ouiting of
pagaes to ba prosanied Inthe above oaso; that the answers in the koregoing Direct Tastimony wore
givan by him; that be has kndwiedge of the maitars sai fofih In such answen; s that suth
matiers &ré tru and comadt (¢ the best of his knowladge and betief,

&%

Pap¥s

Subscibed and swom to before me this J4Z4 day of July, 1992.
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Lompany,
Bovding Green Bas Company
Contral Teksphona Company
Empire District Eeciro Company
Fidality Telephona Company
St. Louls County Walar Company
Latl;iede Gas Company GR-91-245
Great River Gas Company
Union Electric Company
Laciedo Gas Company GR-92-200
Union Eletirio Company
Unlon Elediric Company
Arkansas Power and Light Company
Kansas City Power and Light Company |
Arkansas Power and Light Comparty
Union Electio Company

Undon Electric Company
Soullwestom Bok Telophone Company
§L. Louis County Water Company

Laclade Giag Compary
Missourt Glties Weler Company
S§1. Louls Gounty Water Company

aR7B218
TR78250
ERTB-1D
T 80260
" WRg0-a14

GR81-353
_ER-8252

ER-83-183
ER-84-163
ER-85-20

ER-85-120
ER-B5-205

EC-87-114 &
EC-83-115

GR-B7.62
TC-80-14

WR-69-248
GR90-120
WR91-172
WR-91-361

SCHEDULE 1






