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DIRECT TESTIMONY OF BRADLEY R. LEWIS

A.

Schedule BRL-10 is a worksheet prepared by ANG personnel that summarizes the
1981 NGPL storage inventory. The January 1, 1981 balance of Mcf and cost 1s set

forth first, followed by monthly entries for injections and withdrawals.

Please describe Schedule BRL-11.

Schedule BRL-~11 is the July 1981 NGPL invoice which plainly shows that the
NGPL invoice supports the company prepared worksheet. Page 1 shows that
18,600 Mcf was injected into storage in July 1981. Schedule BRL-10 clearly
reflects the 18,600 Mcf injection as an increase to storage inventory. Schedule
BRL-11, page 1 plainly shows that ANG was billed for commodity charges on two
components: (1) mainline deliveries (i.e., deliveries to ANG’s system) amounting
to 38,513 Mcf and (2) injections to storage of 18,600 Mcf. Both components were
billed at 2.5327. Thus, the $47,108.22 cost of injections into storage set forth on

Schedule BRL-10 was calculated by multiplying 18,600 Mcfby $2.5327.

Please describe Schedule BRL-12.

Schedule BRL-12 is the NGPL invoice for November 1981, which was a month
that withdrawals from storage were made. The November commodity charge is
determined by first determining the amount of mainline deliveries purchased.
Thus, mainline deliveries of 62,046 Mcf (i.e., deliveries to ANG’s system) are

reduced by the withdrawals from storage which were 7,640 Mcf to determine the
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Mcf purchases of 54,406. The commodity rate of $2.6606 is applied to purchases

of 54,406 to determine the purchase cost of $144,752.60.

Q. Please explain the withdrawals referenced on Schedule BRL-12,

A. The withdrawals of 7,640 Mcf had been purchased previously and injected into
storage. At that time the cost was reflected as an increase to storage inventory.
Now that the withdrawal has taken place, the $17,499.06 cost of the 7,640 Mcf

withdrawn is removed from storage as shown on Schedule BRL-10.

Q. Do you have any further evidence?

A. Yes. The international accounting firm of Deloitte, Haskins, and Sells (DH&S)

examined ANG’s financial statements for a number of years from the early *70s
through 1987. As a part of their work, the NGPL inventory volumes were
confirmed directly with NGPL. I have attached a copy as Schedule BRL-13 for
December 31, 1982, which appears to have been sent first by ANG to NGPL, and
then from NGPL to DH&S. The last two columns appear to reflect DH&S
indications of ANG’s (i.e., “Client”) inventory balances and calculated differences

between NGPL’s records and ANG’s records.

Q. Why would ANG possess a DH&S workpaper?
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A.

There are several good reasons. One reason is that in the event ANG later came to
believe that a discrepancy had occurred, it would help to have a confirmed balance
at the end of the most recent year end. Another, and perhaps the more likely

reason is that DH&S was obligated to advise ANG of the discrepancy so that ANG

could take action if deemed necessary.

Do you have any evidence that DH&S personnel gave any thought to the existence
of the LNG inventory balance?

The LNG inventory was maintained by ANG personnel, so there wouldn’t be a
confirmation from a third party as there was for NGPL. However, it is quite likely
that DH&S personnel would have performed audit procedures on the LNG

inventory.

Why do you consider it quite likely that DH&S personnel would have performed
audit procedures on the LNG inventory?

I have a DH&S publication titled “Introduction to Accounting and Auditing
Public Utility Industry,” (copyright 1980) which addresses the steps that should be
taken for gas stored by a client on pages 36 and 37. I have attached these pages as

Schedule BRL-14.

What do you conclude from the foregoing?
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A,

I conclude that not only does ANG have its storage inventory records supporting
the recoverable inventory balance, but that these records were subject to
examination by DH&S. I have examined the storage workpapers and find that there
is no indication that DH&S had proposed any adjustments aside from bringing
minor items such as the 91 Mcf discrepancy to ANG’s attention. And, as | said
above, the gas storage inventories have been maintained in a manner consistent
with the operation of Sheet 44. 1 have demonstrated that fact and conclude that it
is true. I further conclude that this demonstrates that the volume in storage
inventory as of July 8, 1982, was not recovered prior to that date. Sheet 44
accomplishes recovery from customers based on billed consumption. The volumes
in storage inventory as of July 8, 1982, had not passed through a customer meter

and therefore they had not ever been consumed.

Why was ANG’s investment in storage gas included in jurisdictional rate base?
The cost at issue in this proceeding is referred to as an asset, specifically gas
storage inventory. The American Institute of Certified Public Accountants has
defined assets as *“. . . economic resources devoted to business purposes within a
specific accounting entity; they are aggregates of service-potentials available for or
beneficial to expected operations.” The service potential which is inherent in this
instance is the provision of gas in winter periods. Wherever possible, the

accounting process reflects the cost of something that is physically observable or
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measurable. For example, a car is purchased by a company and the accounting
records for assets will reflect the cost of that item as long as it exists and is owned
by the company.

In the case at issue, ANG recorded as an asset on its books the cost of gas
stored in inventory as it was injected, and ANG removed the asset cost from its
books as the storage gas was taken out (withdrawn) from storage. The physical
existence of this was tracked monthly by ANG. Additionally, ANG has evidence
that the existence of the NGPL inventory was confirmed by ANG’s auditors, which
at the time were Deloitte, Haskins and Sells. The physical existence of the storage
gas inventory was evident from contemporaneous records maintained by ANG’s
employees and was subject to observation by ANG’s auditors. It is very clear that
ANG recorded increases and decreases in the cost of its storage inventory as gas
flowed into and out of storage inventory. That is, as purchased gas flowed into
inventory, the cost of gas storage inventory was increased and as stored gas flowed
out of gas storage inventory, the cost of the gas storage inventory was decreased.

Customers simply paid a base and PGA rate for gas as consumed
throughout the year and gas storage inventory mirrored that consumption. Where
gas was purchased for injection the inventory cost was increased accordingly.
Where gas was withdrawn for consumption, the inventory cost was decreased
accordingly. Because customers were paying only for the volume of gas consumed

there could not have been recovery of storage gas not yet consumed. In
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conclusion, the gas in storage was not previously recovered from customers.
Therefore, gas storage is a necessary utility investment and should be included in

jurisdictional rate base.

In the last twenty years, have the Staff, ANG, and other Missouri gas utilities
generally included the investment in storage gas in rate base?
Yes, even though all Missouri gas utilities have at one time had a “standard” PGA,

the investment in storage gas has been consistently included in rate base.

How many general rate proceedings have occurred since the implementation of the
Pre July 1982 PGA in October 19707

It appears that there have been at least nine general rate proceedings since October
1970, which have involved ANG or its predecessor in interest, Arkansas-Missouri

Power Company. The docket numbers of these proceedings are as follows:
e CaseNo. 18,101 & 18,103

e Case No. 18,600 & 18,601

o (Case No. 18,651 & 18,652

o (Case No. GR-79-126

e (Case No. GR-82-126

o Case No. GR-83-205

e (Case No. GR-86-86
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o (ase No. GR-90-152

e (Case No. GR-97-272

Q. Did the Staff and ANG include the Missouri jurisdictional portion of the
investment in storage gas in rate base in all of these general rate proceedings?

A. Yes, both the Staff and ANG generally included the Missouri jurisdictional portion
of the investment in storage gas in rate base in all of these general rate proceedings.
I have included exerpts from a few of the direct testimonies submitted by ANG and
the Staff in these proceedings as follows:
s Schedule BRL-15 — Case No. GR-79-126
» Schedule BRL-16 — Case No. GR-82-108
¢ Schedule BRL-17 — Case No. GR-83-205

The Staff did oppose the inclusion of storage gas in rate base in Case No.

GR-90-152. However, for the same reasons discussed at length in this testimony,

ANG disagreed with Staff’s position then just as it does now.
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Q.

Other Independent Reviews
Can you summarize what you believe to be the essence of the Staff’s position, as
reflected in the Staff memorandum and its testimony from Case No. GR-96-227?
The essence of the Staff’s position is that for ratemaking purposes, a net asset
shown on ANG’s books since 1982 of approximately $800,000 isn’t really there,
and hasn’t been there since sometime prior to 1982. The Staff asserts that ANG
has previously recovered the gas cost associated with the LNG and NGPL non-S2

storage volumes.

Do you have any concerns that the Staff is recommending that the balance of gas in
storage be treated differently for ratemaking purposes than the accounting method
used for financial reporting?

Yes. Although, in certain cases it is appropriate to have a difference in the amount
or in the timing between what a utility places on its books for financial reporting
purposes and recovery for ratemaking, in this instance Staff’s position of treating
this inventory as nonexistant is clearly wrong.

However, in regard to this proceeding, I believe that financial statements,
regulatory filings, Secunties and Exchange Commission (“SEC”) data submittals,
presentations to financial analysts, Commission Orders, and accounting records
produced and reviewed by probably scores of regulatory and utility experts from

ANG, the Staff, the Commission, and independent agencies over the last twenty
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years all categorically contradict the Staff’s assertion that the investment in
storage gas has already been recovered through the PGA. All of this past
documentation indicates instead that storage gas costs have not yet been collected
from ANG’s jurisdictional customers.

It appears to me from a review of material from Case No. GR-96-227 that
the Staff was in the somewhat awkward position of attempting to conduct its
investigation 15 to 20 years afier the fact. Mr. Wallis testified that he did not look
at the filings made under Sheet 44; he was just relying on his reading of it. In
contrast, these previously mentioned examinations were based on a timely and
contemporaneous review of the data submitted at the time, with ready access to all

pertinent information.
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Failacy of Key Staff Assumption
What does Staff’s assertion that “ANG has previously recovered the volumes of
gas injected into gas storage but not yet consumed by jurisdictional customers”
imply?
The detailed review of the application of the Pre July 1982 PGA discussed earlier
in my testimony makes it very clear that customers provided gas cost recovery
only as their usage was billed. Where gas was purchased to meet current month
customer requirements and to meet the need for storage injections, then the
recovery from the customer would only reflect the portion consumed currently by
the customer. This is because the customer billing is a function of consumption.
Where customers were supplied with gas purchased as well as gas that was
withdrawn from storage, the recovery of gas cost would be based on the volume
of gas consumed, which would include purchases and withdrawals from storage.
No where on Sheet 44 are customers required to also pay for volumes in storage
but not yet consumed by jurisdictional customers. Such an assertion does not

comport with the intended purpose or actual operation of the PGA clause.
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Retroactive ratemaking
Since you have said the Pre July 1982 PGA had a two-month iag and
undercollected gas costs, was there a transition adjustment required when the
ACA process was implemented?
1t is very clear that the Pre July 1982 PGA mechanism provided the only means
for gas cost recovery. Under recoveries could not be recovered in the future and
over recoveries could not be refunded in the future. The recovery is what the
recovery is. It 1s much like the situation pertaining to base rates now and then.
As long as recovery is within a tolerable range over or under actual cost, then
recovery is reckoned as sufficient. If recovery is outside of a range tolerable to
any of the affected parties, then a rate proceeding will be instituted to address
future recoveries. Past recoveries cannot be addressed because to do so would
constitute retroactive ratemaking.

Therefore, ANG was not entitled to record a transition adjustment to
attempt to fully recover incurred but not fully recovered purchase gas costs when
the switch to the ACA process began in July 1982. An entry of this nature would
require a retroactive ratemaking adjustment. Neither the Staff nor ANG
recommended a retroactive transition adjustment during the transition from the

Pre July 1982 PGA to the ACA.
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Q. Earlier, you stated that the Staff has reached back into lustory over 17 years to
make the unsupported assertion that ANG previously recovered gas in storage
when it did not even totally recover the cost of purchased gas consumed by
jurisdictional customers. Is the Staff’s proposed adjustment an example of
retroactive ratemaking?

A. Yes. The Staff is proposing to reduce the current recovery of the actual annual
cost of purchased gas consumed by jurisdictional customers for the year-ended
August 31, 1997 to prevent an alleged “double recovery” because Staff alleges
current gas in inventory was recovered sometime before July 1982. Just as it was
inappropriate to record a transition adjustment in 1982 to reflect the
implementation of the ACA, Stafl’s proposed adjustment should not be approved
because it also represents an inappropriate retroactive ratemaking adjustment.
Sheet 44 by design and actual operation only provided for recovery of the cost of
gas actually consumed. The tariff simply did not allow for recovery of gas

storage inventory.
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FERC Order 636
Did the Commission address the impact of FERC Order 636 in its Report and
Order in Case No. GR-96-2277

Yes. As I mentioned earlier, the Commission’s order stated the following:

“Before the Federal Energy Regulatory Commission (FERC) issued Order
636, interstate natural gas pipeline companies provided local distribution
companies with a bundled gas supply, transportation and storage. FERC Order
636 required interstate natural gas pipelines to unbundie their gas supply service
from their transportation and storage services. Prior to FERC Order 636,
components of gas supply service included fixed and variable storage charges,
fixed and variable transportation charges and all gas supply costs, irrespective of
whether that gas supply flowed directly to the city gate or was injected into
storage. Thus, fixed and variable storage charges would have been included on
pipeline supplier invoices in the pre-Order 636 environment in which tanff sheet
44 operated.”

Based on your understanding of Order 636, does it have any direct impact on this
proceeding?

No. There is no dispute that the wholesale current rate in the Pre July 1982 PGA
monthly rate computation was based on the most recent supplier invoices. There
is no dispute that the 1978 through 1982 period predates FERC Order 636. There
is also no dispute that invoices ANG received from interstate pipelines in 1978
through 1982 were “bundied” in the sense that they contained ail of the pipeline

services. The fact that all of the costs were bundled on one invoice, as opposed to
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being “unbundled” into two or three invoices in a Post Order 636 environment,
has no impact on any issue being discussed in this proceeding.

The relevant issue of whether ANG has previously recovered the gas cost
associated with the LNG and NGPL non-S2 storage volumes has been addressed

at length in this testimony.
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Summary

Q. Please summarize your testimony.

A. Staff argued in GR-96-227 that it could evaluate Sheet 44 and reach a conclusion.

However, Staff failed to understand Sheet 44 and, accordingly Staff failed to reach

a logical and correct conclusion. It is very clear that the inventory balance as of July

8, 1982, had not been recovered prior to that date.

A summary of some of the major reasons why the Commission should

reject the Staff’s proposed adjustment which are addressed in my testimony are as

follows:

ANG's sole objective in this proceeding is to recover the annual cost of
purchased gas consumed by jurisdictional customers for the year ended
August 31, 1997 as allowed by its PGA tariff.

ANG’s recommendation in this proceeding is based on sound ratemaking
principles which have been successfully and consistently utilized by both the
Commission and ANG for the last thirty years and 1s consistent with the
fundamental ratemaking assumptions which have been incorporated in both
the ACA and the Pre July 1982 PGA.

The logical result of accepting Staff’s conclusion is that the Commission has
inappropriately granted ANG millions of dollars of base rate recovery over the
last 20 years -- and that is completely inaccurate and contra-intuitive given the

number of times ANG’s books have been reviewed during that time.
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In Case No. GR-96-227, the Staff did not demonstrate an understanding of
Sheet 44 and the purpose and operation of the Pre July 1982 PGA, and that

lack of understanding is carried over to this case.

The overall purpose of the Pre July 1982 purchased gas adjustments is to
provide a reasonable opportunity to recover the current actual annual cost of
purchased gas consumed by jurisdictional customers which is administratively
practical given the inherent nature of the gas utility business. Purchased gas
adjustments are not intentionally designed to recover storage gas not yet
consumed.

The Pre July 1982 PGA was not a “dollar tracker”. Sheet 44 did not provide
for the collection of an “exact amount” of purchased gas costs, but rather
provided for the application of a current PGA rate to all units of jurisdictional
sales. This, in combination with the level of purchased gas per MCF included
in base rates, provided the opportunity over an annual period to collect a
“representative level” of the current actual annual cost of purchased gas

actually delivered and sold to jurisdictional customers; not the amount that

was put in storage and not delivered to customers.

The computation of the monthly PGA rate in the Pre July 1982 PGA in
accordance with Sheet 44 produced a PGA rate that was reflective of the
current actual annual cost of purchased gas consumed by ANG’s jurisdictional

customers.
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The fact that the Pre July 1982 PGA predates FERC Order 636 has no impact
on any issue being discussed in this proceeding.

ANG generally undercollected purchased gas costs under the Pre July 1582
PGA due to the two month billing lag and rapidly increasing wholesale gas
prices. Therefore, the Staff is making the unsupported assertion that ANG
previously recovered gas in storage when in reality ANG did not even totally
recover the cost of gas consumed by jurisdictional customers.

Staff’s implication that jurisdictional customers have paid for more gas than
they have consumed is unsupported, totally inaccurate, and in conflict with the
way Sheet 44 was worded, and the way it worked.

Staff’s proposed adjustment should not be approved because it represents an
inappropriate retroactive ratemaking adjustment.

ANG?’s books regarding gas storage inventories have been maintained in a
manner consistent with the operation of Sheet 44.

The pre-1982 storage balance which has been reflected on ANG’s books for
all these years is not some “phantom” entry.

Rejecting the Staff’s adjustment in this proceeding will not provide ANG with

an opportunity to “double recover” the cost of storage gas not yet consumed.

Does this conclude your direct testimony at this time?

Yes, it does.
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Associated Natural Gas
A Division of Arkansas Western Gas Company
Summary of Gas Cost Recovery - 1996/97 ACA
Case No. GR-97-191

Southeast Missouri
Firm Interruptible Total

Purchased Gas Cost $15,037,877  $1,704,550 $16,742,427
Less: Base Recovery 13,371,976 1,372,483 14,744 459
PGA Recovery 1,852,963 190,355 2,043,318
Current Period (Over Recovery) (187,062) 141,712 (45,350)
Correction of error in Prior Year (20,436) (4,361) (24,797)
ACA Balance at 8/31/97 (161,055) (88,162) (249.217)
Final ACA Balance - Per ANG (368,553} 49,189 (319,364)
Staff Adjustments:

1995/1996 Withdrawals (234,909) (19,567) (254,476)
1996/1997 Withdrawals (343,388) (38.774) (382,162)
Total Staff Adjustments (578,297) (58,341) (636,638)
Final ACA Balance - Per Staff ($946,850) ($9.152) ($956,002)

Schedule BRL-1
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The .charges which the Company makes for gas shall be subject to increases
or decreases because of increases or decreases in the cost of gas charged by
any or all suppliers serving areas described as follows:

Cape Girardeau, Dunklin, Iron, Mississippi; New Madrid, Pemiscot,
Ripley, Scott, Stoddard, and Wayne Counties in Missouri: and Clay
Craighead, Greene, and Mississippi Counties in Arkansas.
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applicable to monthly billings under all of the Company’s Gas Rate
Schedules not having a purchased gas adjustment clause as part of the
schedule. When the Company pays a legally imposed franchise tax based

upon gross revenue, the adjustment computed above shall be increased to
recover the associated increase in franchise tax,.

3. The adjustment so determined shall be applied to customer’s billing in
the next following revenue month,

B. Each month before applying any purchased gas adjustment, the Company shall
transmit to the Commission an Adjustment Statement showing:

l. The computation of the amount of the annual increase or decrease in the
cost of purchased gas as determined above. -
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79/80
80/81
81/82
82/83
83/84
84/85
85/86
86/87
87/88
88/89
89/90
90/91
91/92
92193
93/94
94/95

Total

Associated Natural Gas
Division of Arkansas Western Gas Company

Summary of Injections and Withdrawals by Year
Case No. GR-97-191

Injections Minus

Injections  Withdrawals Withdrawals % Difference

(MCF) (MCF) (MCF)
161,638 148,622 13,016 8.76%
117,695 162,815 (45,120) 27.71%
167,848 188,769 (20,921) -11.08%
111,845 138,557 (26,712) -19.28%
182,062 162,539 19,623 12.01%
177,451 148,438 29,013 19.55%
200,677 224,143 (23,466) -10.47%
145,553 180,232 (34,679) -19.24%
154,389 131,737 22,652 17.19%
159,096 121,618 37,478 30.82%
221,063 216,815 4,248 1.96%
120,920 152,600 (31,680) -20.76%
151,223 163,849 (2,626) -1.71%
156,509 151,651 4 858 3.20%
213,519 228,188 (14,669) -6.43%
199,885 148,204 51,681 34.87%

2,641,373 2,658,777 (17,404) -0.65%

Schedule BRL-3
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Associated Natural Gas
A Division of Arkansas Western Gas Company
U.S. Average Price of Natural Gas Production
Case No. GR-97-191

Average Annual
Year Price % Change
($/MCF)

1970 $0.17

1971 0.18 6%
1972 0.19 6%
1973 0.22 16%
1974 0.30 36%
1975 0.44 47%
1976 0.58 32%
1977 0.79 36%
1978 0.91 15%
1979 1.18 30%
1980 1.59 - 35%
1981 1.98 25%
1982 2.46 24%
1983 2.59 5%
1984 2.66 3%
1985 2.51 6%
1986 1.94 -23%
1987 1.67 -14%
1988 1.69 1%
1989 1.69 0%
1990 1.71 1%
1991 1.64 4%
1992 1.74 6%
1993 2.04 17%
1994 1.85 -9%
1995 1.55 -16%

Source: EIA Natural Gas Annual
Schedule BRL-5




Associated Natural Gas

A Division of Arkansas Western Gas Company
Average Price ANG Storage Gas Injections

1979-80
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1988-89
1989-90
1890-91
1991-92
1992-93
1993-94
1994-95

Case No. GR-97-191

Annual
Average
Price
($/MCF)

1.99
2.44
2.83
3.27
2.87
3.02
2.65
2.32
2.04
2.10
2.31
2.05
1.97
2.33
217
1.64

Annual
% Change

23%
16%
15%
-12%
5%
-12%
-12%
-12%
3%
10%
-11%
-4%
18%
~-T%
-25%
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NATURAL GAS PIPELINE COVIPANY OF AMERICA

U

O8I

122 SOUTH MICHIGAN AVENUE
CHICAGO, ILL. 60603

ASSOGCIATED NATURAL GAS COMPANY PHONE: 3124317786
C/0 ARKANSAS. - MISSOURI PUWER COe
MRe R. WAFLER, MANAGER — GAS OPERATIONS

BLYTHEVILLEs ARKANSAS. 72315 INVOICE NO.

TERMS—NET 0781-09
PLEASE SEND ALL REMIVTTANCES TO NATURAL GAS PIPELINE COMPAN‘I’ OF AMERICA
CONTROLLER'S OFFICE, 122 SOUTH MICHIGAN AVENUE, CHICAGO, ILLINOIS 60603 ‘ JULY, 1981
DESCRIPTION VOLUME—MCF. PR e AMOUNT
FOR NATURAL 'GAS PER ATTACHED STATEMEN'J‘
RATE SCHEDULE ©DMQ1
DEMAND CHARGE
49877 MCF @ $3.0600 $ 13,699.62
COMMOD11TY CHARGE
MAINLINE DELIVERIES 38,513
. —WITHDRAWALS FROM STORAGE
MAINLINE DELIVER]IES BILLED 38+513
+INJECTIONS. TO STORAGE 18,600
57,113 |2.5327 144465010
TOTAL RATE SCHEDULE DMQ1 - 579113 1584 349.72
INCREMENTAL ‘PRICING SURCHARGES - 00
‘-—-—-\-\
NET SALES BILLED 57,113 @349.72,,
. ‘ 1o8.349. 12
S0l wild ="
INVOICE RENDERED DN AUGUST 10, 1981 ﬁ
PAYMENT DUE ON AUGUST 20, 1981 ORIRCG &-1-8)
J-11-871
% INTEREST CHARGEABLE FOR LATE *x AUG 14 1981 /?d
*% PAYMENT WILL BE ASSESSED SUB-— =%
*¥ JECT TO PARAGRAPH § OF .THE %
;%% GENERAL TERMS AND CONDITICNS  #*x
*%k DF NATURAL®S FERC GAS TARIFF *x
%% YOLUME l. ek
Schedule BRL-11
Page 10of 3
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NATURAL css PIPELINE CDMPAQIY OF AMERICA

ASSUCIATED NATURAL GAS CCMPANY

C/C ARKANSAS — MISSCURI PCHiR Cle Croaco 1t sogon
MR. K. WAFLERs, MANAGER — GAS CPERATICNS PHONE: 3124317786
BLYTHEVILLE, ARKANSAS 72315
: 1151-05
INVOICE NO.
TERMS —NET

NCVENMEBERs 1981

PLEASE SEND ALL REMITTANCES TO NATURAL GAS PIPELINE COMPANY OF AMERICA
CONTROLLER'S OFFICE, 122 SOUTH MICHIGAN AVENUE, CHICAGO, ILLINOIS 60603

DESCRIPTION VOLUME—MCF. PR FER ' AMOUNT
FCE NATURAL CAS FER ATTACHEL SIATEMEN —

RATE SCEECLLE ©NQI

LEFMAND CHARGE

49417 MCF @ $3.4200 $ 15,211.34
(CMMEDITY CHAKGE
MAINLINE CELIVERIES 62,046
~¥ITHDRAKALS FREM STCRAGE: 14640
MAINLINE CELIVERIES EILLEC 544406
+INJECTICNS TC STCRAGE
54,406 |2.6606 144,75206C
ICTAL RATE SCHEDULE DM@l 544406 160v063.94
INCREMENTAL PRICING SURCHARGES | .0C
NE1 SALES BILLED . 54,406 e 160-063ovi)*
(\' —
> 1 T e T
. - |
INVGICE RENCEREC GN CECEMBER 0S4 1981 : ,
oL ‘ - \ - f
PAYMENT DUE CN CECEMBER 2C, 1581 Chfﬁ F$2C§ ’Z/A?/Q?,
\ ) &/
| ‘i) st
3% INTEREST CHARGEABLE FCR LATE 3% AZZQ- ’
43 PAYEENT wILL BZ ASSESSED SUB~ #3¥ .
#% JECT TO PARAGRAFH 8 GF THE  #% paalis
#% CENERAL TERMS AND CCADITICNS 33 §¢ "7
%% CF NATURAL'S FERC GAS TARIFF =% et

3% VELUME 1. ¥ -
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405 WEST PARK ST. * BLYTHEVILLE, ARKANSAS 72315 #{501)762-3513

E. L. McKENZIE December 31, 1982
Vice President
Secretary & Treasurer

__.sf‘lrn;ll _i R el pr s Cretyipaeris PP AR RrToliNy
| I R A A E i by o TR R iy O b To ..;1?
A T I A E DI S B TR e AR 25
X 2 o R . ] E x r-:‘- 37
DH‘ BRI S AR S R R " [N ERE “. Od) .
Natural Gas Pipeline Company S 0y
122 South Michigan Avenue (o N

Chicago, IL 60603
Attn: Chief Auditor

Dear Sir:

In connection with the examination of our financial statements by
Deloitte Haskins § Sells, P. 0. Box 121, Blytheville, Arkansas 72315, please
furnish them with the following information with regard to our gas stored
with you as of December 31, 1982:

Rate Schedule MZ%P@ %’0%%% MC(FZUI;I’;S:B'LU Total 555“ DiF
5-1 83 110 — g2, 1o | €A
1S-1 900 20,000 2.6, 900]ac100] —¢
Ls-2 41,400 120,000 Le L 900 |lscol ~O
MS-1 11so 2.£00 Yy 4goluysp -0
MS-2 11,623 ~ 1L, ¢a3lieas| —¢
Ms-3 1483 - 17,483 {1433 | 7°
Other o % |

Total 1§32,066 42 Soo 2494 ,,SL‘QEM'MEKH
CEENETNS

A stamped, self-addressed envelope is enclosed for your convenience,
as your assistance in this matter will be appreciated.

Very truly yours,

e T M -

- e E. L. McKenzie
ELMcK:pw
Enclosurg/

,r\ i /\/I , , ’
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36 Auditing Certain Other Accounts and Transactions

The procedures for physical inventory of liquid fuels stored inm
tanks generally consist of:

. measuring the depth from the top of the tank to the level
of liquid or using a gauge reading to determine the level
of the fuel

converting depth measurements to volume measurements
adjusted for temperature variances.

When we determine that it is necessary to observe liquid fuel
inventories, we should obtain specification charts for the
tanks so that the volume specifications can be reviewed for
reasonableness during our physical observation.

NUCLEAR FUEL

Because of the nature and life of nuclear fuel, it is
classified as utility plant under the USOA. Amortization is
provided using the useful life of the fuel inserted in the
nuclear core to rteflect consumption of the fissionable material.

The firm has prepared an "Audit Program For Nuclear Fuel" (Form
7490B) which should be used as a guide in testing nuclear fuel
and nuclear fuel expense for overstatement, and the accumulated
provision for amortization of nuclear fuel for understatement.
You should review this program to gain a general familiarity
with its contents. Also note that modification of the program
is required if nuclear fuel is leased.

GAS INVENTORIES~-DISTRIBUTION COMPANIES

In general, gas distribution companies purchase natural gas
from pipeline companies under tariffs approved by the FERC.
These tariffs normally include a demand charge and a commodity
charge. The demand charge is intended to recover the fixed
costs associated with the pipeline service and is based on the
maximum daily quantity of gas under the contract. The pipeline
company is required to supply the distribution company's
requirements up to this maximum daily demand. Therefore, unit
costs for gas purchased are lowest when maximum daily demand
quantities are being purchased. This is difficult to achieve,
however, because most distribution companies have a large
number of heating customers whose requirements vary
significantly with the temperature.

The use of underground storage reservoirs has increased in
recent years to balance pipeline supplies with varying demand
requirements. Gas purchased by a distribution company for
storage is generally maintained in a storage field owned and
administered by the pipeline company.

Schedule BRL-14
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Introduction to Public Utilities 37

Liquified natural gas can also be stored by a distribution
company to meet peak daily requirements or to meet base load.

Where gas is stored by a pipeline company that is independent
of our client, we should confirm quantities with the company.
For gas stored by our client, we should:

review the method used to determine volume

. review the controls and procedures as they relate to
injections of gas or liquid into storage and withdrawals
from storage

test injections and withdrawals to meter records

. analytically review volumes in storage in relation to gas
purchases and sales

where significant, consider whether it is necessary to
engage a specialist to measure stored gas.

We should aiso review the client's method of accounting for
nonrecoverable gas and determine that such balances are
included in the appropriate property account rather than in
inventory.

OPERATING REVENUES OF ELECTRIC, GAS AND WATER UTILITIES

Although the primary objective of testing utility revenues is
the same as it is for other business enterprises, there are
certain characteristics of utility service which should be
emphasized.

Utility service is generally provided by a direct connection
between the company's facilities and the customer premises
(wite or pipe) and is generally measured by a meter located on
the customer premises. Furthermore, the utility prices are
subject to price regulation and the utility is often required
to record and report revenues by customer classification.

In testing revenues for reasonableness we should:

. review client procedures for accounting for meters. Meters
installed should be reconciled with accounts billed.
Meters in stock and installed should be reconciled to
continuing property records.

make sure that the client retains meter read cards if we
are going to use them as an independent sales record.

Schedule BRL-14
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Q.

'rgs.Aair. The rata basa supportinq Ansoclated'l gal lervloo

dev.lopedxg\\fhe Company u-sxhibit.f

6perations is detailed in Sections 3 through 6. A aummary of
the components of the adjusted Missouri gas utility rate base or
1nve££ment. in total and by district, is shown on Schaduie 1l of

S¢2tlion 3 while the remaining schedules in -S2otions 3'tu?ongh“6

—_—.

sn- as auoportiﬂu evidence _for the summary. The utility rate

e

marized on_§gpgdu1e 1l of Section 3 is carried forward to Section v

Zgjuéchedale 2, and used in the computation of the required-
increase in gross revenue. '

The adjusted utility rate base was developed in a
manner consistent with the determination of the corresponding
level of operations in that the recorded balances were adjusted
and normalized to reflect a test period level of investment,
Furthermore, rate base components were identified by distzict
either by direct assignment or by allocation. On schedules
where rate base components are allocated, the basis of allocation

is croas-referenced to Section 12.

Returning now to your determination of operating income as
adjusted, would you describe the adjustments listed on éch?dule

5 of Section 9A? -7
Operating revenues have been increased by $385,200 to-recog-

nize the revenues that would have been reported had the Company’'s

present tariffs been in effect throughout the twelve months

i Schedule BRL-15
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RATE.BASE AND RATE OF RETURW -

FOR TWELVE MONTHS ENDED DECEMBER 31, 1877 ﬂ
Total .
Missouri Sikeston ‘
Jurisdictional Associated Acquired .
Utility plant in mervice $21,498,165 $9,520,994 $6,7368,886
Less: Accumulated reserve for depreciation
and amortization 7,072,239 1,557,529 2,251,045 '
Net utility plant in service 14,425,926 5,963,465 4,487,84)
Defarred cost of purchased gas 621,765 3r,771 114,574 l
Materials and supplies 117,219 0,755 38,541
Stores expense undistributed 27,827 17,952 -
Gas stored 201,095 171,289 29,806
Prepayments 14,168 4,733 6,848
Cash working capital allowance 498,967 301,67 103,457
Accrued taxes (498,967) {301,676) {103,457) l
Accumulated deferred income taxes
~unbilled revenues 712,512 425,139 147,290

Accumulated deferred income taxes (499, 232) (144,861) (274,676)

Total utility rate base $15,€22,280  $6,860,243

4,550,225

operating income as adjusted 3 9565601

Current rate of return 6.12¢%

t
]

o ms mp mE

Proposed rate of return : . 10.60%

T

NOTE: ‘The acquired operations are derived from Volume I1,

= oo T 6R-79- (3¢

Bl schedute BRL-15
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' H'hat {s your name and #ddress?
Richard C. Xwentus, St. Louls County, Missouri,

Hbat fs your position with the Missouri Public Service Comission?
I am 2 Public Utility Accountant.
Please describe your educational background.

. 1 attended the University of Missour! - St. Louis, from which 1

>0 »

recefved a Bachelor of Science tn Business Administration, with a major in
accounting, in December 1977,
Q. What has been the nature of your duties while in employ of the

|
i
]
|
'
|
i
Commission.
! A. 1 have, under the direction of the Assistant Director of Utilities,
l : Division of Accounting, participated in rate case audits to determine thé Va’lidity
| of proposed rate increases, along with other miscellaneous duties within the
. _' Accounting Department.
o | Q. With reference io Tase NG. CR-79-126, which echedules and adiustments
' are you sponsoring?\- 5 | .
l A. 1 am sponsoring the following schedules:
Schedule 1 -~ Balance Sheet 2s Recorded at October 31, 1978
i Schedule 2 - Plant {n Service as Recorded and Adjusted
. o Schedule 3 - Adjustments to Plant in Service & e
f *edﬁle 4 .. Aes—ﬁtﬂ_:r Depreciat'lon and Amorti zation
B
|
|
|

s

Schedule 5.- Ad*ustments tn Reserve for Depreciation und ﬁmrtization o

Schedule § - Conputation of Horking Capital ~

‘“‘”Schedu'le 7 - Rate Base
Additionally, I am sponsoring all the adjustments relating to Plant

Schedule BRL-15
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in Service on schedule 3. and sdjustments to Reserve for Depreciation on schedule §.
1 am also sponsoring adjustments A-14-1, A-14.2, A-14.3, A-15-1, A-16-3 on'lchodu|e

9. Al of the sbove adjustments are described in the appropriate schedule.
Q. Does this conclude your testimony?

A, Yes, sir, 1t does.
T

—
—

N = &0 . E 0
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" BRADLEY R. LEWIS .

Please state yéur name and address.
I am Bradley R. Lewis and my business sddress is 9101
West 110th Street, Overland Park, Kansas,

" What 1s' your pfesent occupation?
I am a Public Utility Consultant in the firm of Drees HJ
Dunf Lubow & Company. My responsibilities with the
firm consist mhinly of working on public utility mat-
l_ ters, idﬁh as the determination of the cost of aebvice,g

W

" cost allocation, and rate design.

-Hhaﬁ ié”your educational background?

1T sraduated from the Univeraity of Missouri at Columbia

‘fin ‘December, 1974, with a Bachelor of Sclence Degree An
'Busineas Administration, I am a Certifled Public |
Aceountant and have completed a portion of the graduata;;

:work required ror a Haatera of Businens Adminiatration A

_whatrexgs\}ance have you had in the pub11e utilit;
o r1e1a? " | | |
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i
01 Q. Please explaln the two schedules included in Section F,

AR OR o s = 0y =
[ )
P~

02 a. Schedules ! and 2 provide th: details supporting the
03 accumulated reserve for depreciation and amortlzation
of gas plant in service, including its Jurisdictional
05 allocation.

07 Q. Have you prepared schedules supporting the elements of !
08 the rate base labeled as cash working capital and

09 ‘acerued taxes?

10 A. Yea, Schedule 1 of Section G reflects the.determlnation
11 of cash working capltal necessary for the Company to

12 operate on a day-to-day basis. Based upon the invest-

13 ment required to meet expenses untll such costs are

14 recovered through the receipt of fevenues from 1its

15 customers, the Company must supply the funds necessary

16 to pay_expenses incurred in providing gas utility ser=

17 vice, CQQH working capital, to be incliuded in the uti-

18 lity rate base, has been detsrmined according to a 45
day lag between the 1incurrencz of cash expenditures and
the recovery through revenue receipts. Cash working

21 arcits)l allowance on a tetal company basis is

—_—

$420,940; théﬂ=§ta1 Missouri portion being $635,648,

Average accrued taxes for the Company ha‘2 been calcu-
25 " __iited to be used as an offset to the cash working capl-

26 tal requirements. Schedule 3 of Section G 4s concerned

Schedule BRL-16
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ibfthoto oecruod tazcl. !ho ea-h uorktng capital
~-.110'lﬂcl was co-plctaly ofr-ot by sccrued taxos. asi
'roodlly apparent on Schedule 1 of Section D.

Plesse continue with your explanation of the remaining
cé-ponouts.br the rate base,

Materials and suppliies, liquified natural gas stored,
stores expense undistridbuted, deferred cost of '
pﬁ;éhslod gas, and gas stored underground are 1:.--_arl'

ihviotnont which vary throughout the year due to seaso-

- nli fluctuations., 1In order to arrive at a rtprttén- J_;—

tative anount for these eonponoutt of the rate balc,:
avornco bclancos were caloulated on Schodulo 8 or
90qt!on g.

Schedules 2 of Section G shows thc

~ the rate base,
" saleulation of the average balances for pr'pnyn'ntl




May M, 19890
~ Jume ¥, 1980
lely 31, 1980
" Augst M, 1980
Septesber 30, 1990
_October 3, 1980

No wmber 30, 1980
. December-2: ',_4";5-.‘,~ .
" Immv 31,7V

t F-hrury . H 1981

tL_‘":,.‘fjrdut. 1981~

‘,Jg&_-_mxgo. 1981 _ ~
UL TR, e o
R ts o i
l 16 “VoRaT= — - ;
TR |8 Aurap
S [ BT :
"20 Albuﬂon:

Arkanses -
Southeast Missouri
- Rirksville
Butler .

'ﬂi ,

: ASS)CM‘I'ED MTURN. oas WY

FCI! TH!RTEQC MONTHS ENDED II‘I‘ 31, 1981

Materials
And

Liquld
Natural

OTHER MT! IAS! ITEMNS, THIRTEEDN mn Nm‘

Store -
Experas

-~ -Supplles Gas Stored Undistributed

GCR~Y2-/0%

Deferred
Cost Of :
. Purchased Oes Stored.

Gas Under ground -

$ 199,814 § 176,24

166,109 189, 38)

173,99} 180,986

160,473 18,184

182,03 193,532

180,803 194,471

181,517 204,29

Lo 189,207 207,217

—_ 190,08 199,943

‘ .. 180,84 170,699

00,110 . 172,584

’ 197,400 . - 156,397

197,170 161,377

$2,396,111 $2,406,28

$ 184,316 $ 189,096

$ 53,92 % 64,008

. 98,737 121,090
18,100 -
13,897 .

$ 184,318 8

183,096

$ 3,28 $- 27,83
32,100 0,665 - 3B,9M
34,292 15,08 313,292
% . - C 49,842
57,599 94,397 - 454,314
5,043 728,79 504,204
33,006 1,790,898 $23, 04 .
2,109 3,099,170 468,701
3,983 3,970,734 68,701

TOM,%30 2,716,688 a0.071 . -
©,56 1,951,983 - W3,008
44,998 645,785 . 36,990 £
47,113 449,408 - . 36,990

$ 219,140

$493,662 $16,487,087 55

$ 7,970 §1,268,28 % 41,99

$11,08 § 21,828 $ 288
20,347 0 699,793 - 269,921 T
3,729 ARN,MY e
2,06 .- 49,3% =

3 N,9M

L1V (5

(A}
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N Ptoparod Tcstinony of

Yes, I have, with the assistance of other members of thé_%

. Missouri Public Service Commission Staff.
Q. Which schedules will you be sponsoring?
A. I will be sponsoring Schedules 11, 12, 13, 14, 15 and

16.

gy

Q. Could you please explain these schedules?

A. Schedules 11, 12, 13 and 14 are BStaff's computation of

rate base for total Missouri and each respective district,

Schedule 11
Schedule 12
.8chedule 13
Schedule 14

Total Missocuri Rate Base
Southeast Missouri Rate Base
Kirksville Rate Base

Butler Rate Base

A

Staff computes the rate base for each of the above using the same

methodology. Therefore, 1 will discusa the computations of the
different categories to be applied t~ all schedules noting if an

exception exists. “"Total Plant-In-S8ervice” was derived by taking

-

‘Dcconbor 5£} 1981 plant balancea. The "Depreciation Reserve®™ was
: derived by takigg\necembet 31, 1981 reserve balances., "Net Plant-In-
fisorvice' is compuﬁéd by netting the "Depreciation Reserve® from "Total

Lgrlant-tn-Se:vlce'. "Materials and Supplies™ and "Prepaymenta® were

“"r*ug‘
. RN 4 ora S
b
A

."ealeulated by using a 13 month average of the book balances for each
:iceoqu. The figures for "Cash Working Capital® will be ti!leeted_in
37T, 18, 19 and 206-3nd will be dlscussec by Staff Witness
_ he.-teltlav;;:fzrhe *Tax Offset” BNd "Intatest Offset®.

. hneis will a1ed be asdressed by-<saff Witneas Baunhoer.'k‘ﬁ *Customet

Depositi® and "bo!trnd Taxes" each represent December 31; 1901

.} + balances as recorded. The *Rate Base® figure is cmputod by nettlng
. wach figure together as prescribed on each scheduls.

 Schedule BRL-16
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ACCOUNTING SCHEDUL

ASSDCI%1 g nSTURAL GAS COMPANY
TEST YEAi: ENDED DEC. 51. 1981

TOTAL PLANT IN SERVICE

jre

less:
. DEPKECIATION RESERVE
*ﬁﬁsf’ Lhﬂf IN™. ssa /ICE

>
b

"l
]

|
= ‘
D= VIO
Mcrdts BDIDPS

Ty=ihy M=ils.

i
.
'
[

omI
>

b dond ™
IDD

RKING CAPifAL
LS _AND SUFP
ENTS

PLIES

RATE BASE

$

i1
/82

TOTAL!HSSOURI

$ 24,350,980

9,896,895

$ 14.454 085 .

aw

-188, 9
583,74
85

2 Sl

8,7
3,9
8.8
72,79
9259
404,12
752,114

- - .-

3
a8
9
8

] 13,535,450
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Exhibit No.:
Hitnessé

Type of Exhibit:
Company:

Case No.:

Bradley R. Lewis

Direct Testimony

Associated Natural Gas Company

GR-83-205
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Have you prepared schedules supporting the elements of the rate :

250 Tabeled as cash working capital and accrued toxes?

Y2, Schedule 1 of Section 6 reflects the determination of cash
warking capital necessary for the Company to operate on a
day-to-day basis. Based upon the {nvestment required to meet
expenses until such costs are recovered through the receipt of
revenues from its customers, the Company must supply the funds
necessary to pay expenses {ncurred {n providing gas utility
service, Cash working capital, to be included in the utility
rate base, has been determined according to & 45 day lag
between the incurrence of cash expenditures and the recovery
through revenue receipts. Cash working capital allowance on a
total company basis 1s $970,284; the total Missouri portion
‘being $662,710,

Average accrued taxes for the Company have been cal~lated to

be used as an offset to the cash working capital re: “vements,

Schedule 3 of Sectfon G 1s conce:ied with these acc: 1 taxes,

The cash working capital allowsn:~ was reduced by $° .373 for
the Missourd Juri;dictiona1 rate “ase. As you can * -, only
the Southeast Missour{ jurfisdicti~n requires a cash - ~rking
capital allowance over accrued tarcs,

Please continue with your explanation of the remainir

components of the rate base.
Materials and suppifes, Yquified natural gas stored, stores

Schedule BRL-17
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expense urdistributed, deferred cost of Hurchesed gss, and gas

stored ur “srground are items of {nvestment which vary

arrive at & representativ~ -—ount for ‘hese component: ¥ the
rate base, average balanc- were calculated on Schedul- 4 of

Section‘G.

' throughout the year due to seasonal fluctuations., Ir ~der to
Average halances for prepzrments were 2lso included in the rate

base, Schedule 2 ¢f Secticn G shows the calculation ol the

average balances for prepayments.

Q. Why hav- yﬁ"included accumulated deferred income taxes in the
utility rate base?

A. In addi‘ion to the Company's traditicnal sources of capital,
tax savings resulting from timing differences can be utflized
ae = grupce of funds, fn that smounts charged currently to
income vet defer—red_ ?d?'gggm@nt__jn future years are accumulated

as rescrves at no cost to the _c_qnpany. They represent an

interest free loan from the United States Treasury as an

““incentive to nvest in capital goods.

they should be recognized as a source of capital to.support the
utility investment. Based on previous findings of this
Commission, accumulated deferred income taxes was 1imited to
timing differences of over one year's duratfon. Those ¢' "9

differonces include: rate case expense, Yiberalized

. Since these funds are available to the Company at zero cost,

Schedule BRL-17
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. .GR-33~;25,_-.;'_

WCTIN &
SOWWNE 4 ..

© MSCCIATI™ AATURAL A CRMPANY

OTHER RATE BASE (TINS ~ THIRT™TH NONTH AVERAGES

imem--_ FOR THIRTEEN MONTHE ENDED 3INACH 31, 1963
B Meterisla Liguld Stores Cost of G
_ : e and N=turs) Expense Purchased ftored
o —_ Supplies  Gen Stored Undistributed Gas Under-ground
Balance st . , .
March 31, 1982 o § 200,448 § 9,40 § 82,424 $ 1,811,023 & 425,019
Mpril 30, 1982 290, 206 106,854 62,098 1,201,049 407,962
Mey 3, 1982 308,103 100, 47¢ &, 185 405,103 407,982
June 30, 1902 337,547 97,029 81,092 274,626 49,999
August 3i, 1982 291,308 118,%62 96,451 433,702 657,364
Seprember 30, 1982 294,933 183,848 8,07 769,539 M7.194
Ortcher 31, 1982 58,712 197,444 17,049 1,797,152 NTL104
November 30, 1982 267,497 213,018 v 2,909,996 NI 104
Decenber 3), 1982 260,478 231,113 00 3, 705, M S12,. 967
Jangary 3\, 1903 249,008 222,617 71,84 4,454,169 612,089
february 28, 903 287, . 266,357 22,97% 2,679,418 33,950
Merch 30, |983 22,7 262,813 ti,216 1,364,523 462,008
Totat LGLL ‘21008 'R0 J22.292.203 (2253908
Aversge Bl (B840 A 60,208 2 LAa215.022 2380 QR
Allocstionss
Arhenses $ 85,4 % &0,206 ¢ (1.878 § 655,795 ¢ 200,49
Southeast Missour] 190,64 108,953 52,27 826,758 382,849
Kirkevl 11 ”gﬂf" - ’. 732 .a.m -
But{or ﬁ;“ - l,m lﬂ.l‘ll - '
Tt o Adbledl ASS0 4 R2E  ALISSR L2000

Sesls of Atiocetion tA) 1) {A} Meiysln 131
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BEPORE THE
. PUBLIC: SERVICE COMMISSION OF MISSOUR]
3 I {EPARED DIRECT TESTIMONY
y —  oF
i - LAVERNE E. HEITHOFF

A. My name is LaVern~ E, Helthoff. My business address is 2900 Power & Light

6

7 Q. Whatis your name z:d address?

3

9 Building, Kansas Cii . Missouri 64105.

1l Q. By whom are you err  :yed and in what crpacity?

12 A. 1 am a partner in = firm of Troupe Xehoe Whiteaker & Kent and =m
13 employed as a publis :tility consultant in the Utility Department.

15 Q. Would you explain t!  »usiness activities of Troupe Kehoe Whiteaker & Kent?

16 A. The firm is a pr ‘ership engaged in the general practice of public

17 accounting. The pr -tice, In addition to the traditional auditling and t~x
18 services, provides sv “+m and management services, operational and manage-
19 ment audits, compu’ - services, economic analyses, and a complete public
20 utllity reghlatory e ° consulting service Including cost of service, rate of
21 return, allocation of st of service and rate design. The firm, with offices
22 in Kansas Clty, provides client services on a nationwide basis,

23

286 Q. What type of clientcle Is represented by Troupe Kehoe Whiteaker & Kent In

25 the tield of utility r~gulation?

26 A. The firm has repressnted and presently represents all segments of the utility

Schedule BRL-17
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i Q. Please refer to Section C, Schedule & and discuss.

A. Schedule & merely shows a reconcillation of Company !lant adjustments at

[ ]

Marci: 31, 1983. Column B shows total plant as record:d by the Company,

b

Columin C shows plant Adiustment No. 1. Column D shows plant Adjustimer:*
No. 2. Column F shows the adjustment made by t'e Company in itz
application for plant intended to be sold to the City of '(ennett, Column ¢
shows adjusted plant in secvice at March 31, 1983, The sources of the various

column amounts are shown on the bottom of the page.

b s N N

10 Q. Pleas~ refer to Section C, Schedule 5 and discuss.

11 A. Schedule 5 shows gas plant in service as adjusted as of March 31, 1983, Total
12 Missouri plant as adjusted is $25,503,620,

13 _— |

14 Q. Plea:= refer to Section C, Schedule 6 and d':cuss,

15 A, Schedule\s\shows the accumulated reserve ‘or depreciation and amortizatien

16 as adjusted and as recorded at March 31, 1733, The only adiustinem made t-

13 related to plant t0 be sold to the City of Kennett. The total accumulate::

19 reserve for depreciation and amortizaticn for the State of Missouri i»

£10.742,103, a® =hown-in.Column F.

.

Please refer to Section D, Sdiedﬁlé I and dizcuss,

‘237 A~ Schedule 1 of Section D shows the other rate base Items included in rat~
y. base, These consist of the [3-month a:2rage balance of inaterials and
23 supplies - Account 1358 Liquid Natural G-+ Stored Underground « Account

26 168; Stores Expense Undistriduted - (ccount 163 and Gas Stored

l 17 the reserve for depreclation is the deduci‘on for the accumulated reserv-

™ Page 6 of 10
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11

Underground - Accmint 164,201, The average balances for thes~ sccounts are
$281,319, $168,849, $60,276 and $368,070, respectively. The Lattom half of
Schedule 1 also shows the a!’ “cation of these various rate base items between
Arka?si“s;- Southeast Missou *, Kirksville and Butler. The amounts shown on

this page are carried forwe: to Schedule | of Section B,

Why did you use the 13-mo~." ; average balances for these accouts?

1 used the |3-month ave -ze balances for these accounts becaize this

meticdology iends to-elimi- ‘te the fluctuation in the various ar  'nts during
dny test period. In additior. the |3-month average balance mei’ -dology was
used in Company’s prior rat-: case proceeding and was accepted ' the Staff

in that proceeding,

Please ref'r to Schedule 2 of Section D and discuss your =chedule on
prepaymen: s,
Schedule 7 sets forth the 13-month average balances of prepaid insurance
included ir: Account 165.001 and prepald life insurance included in Account
163.002. " he 13-month average balances for these accounts are $45,056 and
8 negative 7619 balance respectively, The allocated ainounts shown on the
bottom of " hedule 2 are carried forward 1o Schedule 1 of Section B,
Prer-yments represent & cash inves:ment made by the Company upon

which It 8!-~uld recelve a return on the average balance,
Did you include accuinulated deferred Income taxes on liberalized

depreclati=1 as a rate base item?
Yes. Rejerence to Schedule 1 of Sectlon B shows that 1 have used

Schedule BRL-17
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. Exhibit No. GE
. . . Witness: Noack, Kles, HeItEoH
I e ‘Type :of Exh:lbitz Direct - s
< o ¢ CompanysAssociated: Natura. % Co.-;;
e SR, | Case No. GR-83-2087 R '

STATE OF MISSOURI

PUBLIC SERVICE COMMISSION
- f‘“——-—.. e i .

ASSOCIATED NATURAL GAS COMPANY

EXHIBITS OF THE “ONSULTANTS

OF THE STAFF OF THE MISSOURI I:iBLIC SERVICE COMMISSION

G MARCH 31, 1983

BASED ON TEST YEAR ENI::

CASE NO.GR-83-208%

JULY 1983

T < TROUPE KEHOE
le WHITEAKER & KENT
CERTIPIZD PUBLIC ALLOUNTANTS

o * Schedule BRL-17"
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ASSOCIATED NATURAL GAS COMPANY -
OTHER RATE BASE ITEMS
THIRTEEN MONTHS ENDED MARCH 31, 1983

Liquid : .
Materjals Natural Stores Expense  Gas Stored
and Supplies  Gas Stored Undistributed  Underground
Line Month A[C 154,201 A/C 164.202 A/C 163.101 A/C 164.20]
_ A B) (C) D) {E)
Balance ats ‘ o
1 March 31, 1982 $ 261,008 § 98,4892 § 62,024 § 423,019
2 April 30 290,286 106,834 62,695 - 407,962
3 Mayll 308,105 100,476 63,165 407,962
"4 June 30 337,547 97,029 61,092 491,999
3 Julyll 302,803 90,577 62,042 - 573,326
6 August 31 291,386 118,562 56,631 657,364
7  September 30 294,533 163,648 58,027 717,194
8 October 31 258,712 197,441 57,0589 717,194
9  November 30 267,497 213,018 57,911 717,19
10 December 31 . 260,475 231,115 59,700 612,367
- 1! January 31, 1983 263,055 232,677 38,861 612,869
12 Febﬂ.;la% 23 287,073 26;.357 62,973 530,950
13 Mare 252,228 262,811 61,216 463,006
.18 Total © TIEN, T8 EI93,0 T733,.588  §7.332.906
13 Average $ 281,319 & 168,849 S 60,276 $ 564,070
oo 16 Arkansas $ 83,439 5 60,29  § 17,878 $201,829
17 - Southeast Missouri 150,646 108,553 2,278 362,641
- =19 . Butler - ] - -
.20 Total 81,319 ; , 84 $364,070
21 Basis of allocation (axn - X (axy (X1
| Ratio(A)  Ratio(3) |
District Percent Percent
22 . Arkansas 29.66% 35.71%
23 * Southeast Miss: i -53.55 . 6%.29
. g; _;"Klrlltsvllle ;.;: ‘ R T
: . Butler _ . T ew
L 6262 Total 100.00% - _T0U.00%
| _ . Schedule BRLA7
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