BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Atmos Energy
Corporation’s Tariff Revision Designed to
Consolidate Rates and Implement a
General Rate Increase for Natural Gas
Service in the Missouri Service Area of
the Company.

Case No. GR-2006-0387
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PUBLIC COUNSEL’S RESPONSE TO ORDER
DIRECTING FILING AND MOTION TO FILE OUT OF TIME

COMES NOW the Office of the Public Counsel (OPC) and for its Response to Order
Directing Filing and Motion to File Out of Time states:

1. On December 7, 2006, the Commission directed OPC to file copies of Exhibit 143
and portions of the record of Case No. TR-85-23 no later than December 12, 2006. Attached to
this filing are Exhibit 143 and the portions of the record in Case No. TR-85-23 containing the
testimony of Mr. Russell Trippensee.

2. The Commission directed OPC to file the above mentioned documents no later
than December 12, 2006. Counsel for OPC did not become aware of the Commission’s Order
until December 14, 2006 and requests that the Commission allow OPC to late-file these
documents. No party should be prejudiced by this delay.

WHEREFORE, the Office of the Public Counsel respectfully submits the attached
documents in response to the Commission’s order directing filing and moves to file such

documents out of time.



Respectfully submitted,

OFFICE OF THE PUBLIC COUNSEL

By: __ /s/ Marc D. Poston
Marc D. Poston  (#45722)
Senior Public Counsel
P. O. Box 2230
Jefferson City MO 65102
(573) 751-5558
(573) 751-5562 FAX
marc.poston@ded.mo.gov
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CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing have been mailed, emailed or hand-delivered to the
following this 14™ day of December 2006.

Missouri Public Service Commission

Service List for Case No. GR-2006-0387 Last Updated: 8/11/2006

Office General Counsel

Missouri Public Service Commission
200 Madison Street, Suite 800

P.O. Box 360

Jefferson City, MO 65102
GenCounsel@psc.mo.gov

Douglas Walther

Atmos Energy Corporation

P.O. Box 650205

Dallas, TX 75265-0205
douglas.walther@atmosenergy.com

James Fischer

Atmos Energy Corporation
101 Madison--Suite 400
Jefferson City, MO 65101
jfischerpc@aol.com

David Woodsmall

Hannibal Regional Hospital
428 E. Capitol Ave., Suite 300
Jefferson City, MO 65102
dwoodsmall@fcplaw.com

Bob Berlin

Missouri Public Service Commission
200 Madison Street, Suite 800

P.O. Box 360

Jefferson City, MO 65102
Bob.Berlin@psc.mo.gov

Larry Dority

Atmos Energy Corporation
101 Madison--Suite 400
Jefferson City, MO 65101
Iwdority@sprintmail.com

Stuart Conrad

Hannibal Regional Hospital
3100 Broadway, Suite 1209
Kansas City, MO 64111
stucon@fcplaw.com

Robin Fulton

Noranda Aluminum, Inc.
135 E Main St

P.O. Box 151
Fredericktown, MO 63645
rfulton@charterinternet.com

/s Marc Poston




ATTACHMENTS TO
PUBLIC COUNSEL’S RESPONSE TO ORDER
DIRECTING FILING AND MOTION TO FILE OUT OF TIME
Rebuttal Testimony of Russell W. Trippensee, Case No. TR-85-23
Supplemental Rebuttal Testimony of Russell W. Trippensee, Case No. TR-85-23

Transcript, pages 1, 26-28 and 73-120, Case No. TR-85-23



Exhibit No.
Viitness:
Type of Exhibit:
Sponsoring Party:
Company:

. Case No.:

REBUTTAL TESTIMONY

or

RUSSELL W. TRIPPENSEE

Submitted On Behalf Gt

Russell W. Trippensee
Rebuttal Testimony

Office of the Public Counsel
Northeast Mo. Rural Telephone
TR-85-23

Office Of The Pubiic Ccunsel

NORTHEAST MISSOU el

RURAL TELEPHONE CCl:

Case No. TR-85-C.
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BFFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the anplication )
of Northeast hiissouri Rural )
Telephone Company of Green City, ) Case Mo. Ti-85-23
Missouri, for authority to make )
permanent iis existinyg interim )
local exchange service rates. )

AFFIDAVIT OF RUSSFELL w. TRIPPENSLEE

STATE OF MISSOURI)
) 88
COUNTY OF CQOLE )

Russell W, Trippensee, of lawful ag«, beinyg first duly sworn,
deposes and states: .

1. My name is Russell W, Trippensce. 1 am Chief Accountant
for the Officc of the Public Counsel.

2. Attached hereto and made part h:reof for all purposes is my
rebuttal testimony consisting of pages 1 through 8 and Appendix A
and Appendix DB.

3. I hereby swear and affirm that my statements contained in
the attached tcstimcny are true and correct to the best of my knowl-
edge and beliet.

/ ,«J//(’ s /’/}fa‘ et

ussell W, Trippensce

Bounie S. Houard
Notary Public

My commissici expires May 3, 1985.
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NORTHEAST MISSOURI
RURAL TELEPHONE COMPANY '

Case No. TR-85-23

REBUTTAL TESTIMONY OF
RUSSELL W. TRIPPENSEE

Q. Picase state your name and address.
A. Russeil W. Trippensee. [ reside at 23.8 Knight Vulley
Drive, Jefferscn City, Missouri 65101, and my business address is

P.O. Box 7800, Jefferson City, Missouri 65102,

Q. By whom are you employed and in what capacity?
A. I am the Chief Utility Accountarnt for the Missouri Office of

the Public Counsel.

Q. Please describe your educational !.uckground.

A. I attended the University of Missouri at Columbia, from
which.i received a BSBA degree, major in Accounting, in December
1977. 1 atterded the 1981 NARUC Annual Regulatory Studies Program

at Michigan 5tate University,

Q. Flease describe your work expericince.

A. From May through August, 1977, I was employed as an
Accouriting Intern Ly the Missouri Public Scrvice Commission (MPSC).
In Jaruary 1978 I was employed by the uPSC as a Public Utility
Accountant [. [ lzft the MPSC Staff in Jur~ 1984 as a Public Utility

Accountart "I and assuined my present position,
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Q. Please describe ybv\'.xlr‘ work while you were ‘em;:)loyed by the
MPSC Staff. “
A. Under the direction of the Chief Accountant, I supervised
and as§istcd with audits and examinations of the books and records of
public utility companies operating within the State of Missouri with

regard to prcposed rate increases.

Q. What are your current duties with the Public Counsel (PC)?
A. 1 am responsible for the Accounting Staff of the Public
Counsel and coordinating their activities with the rest of our office
and other parties in rate proccedings. I am also responsible for
performing audits and examinations of publlic utilities ‘and presenting
the findings to the MPSC on behalf of the public of the State of

Missouri.

Q. Have you previously filed testimony before the MPSC?
A. Yes. | filed testimony in the co:cs listed on Appendix A of
my testimony onr behaif of the MPSC Staff. For companies on which 1

participated in more than one rate case, 1 have only listed the most

current casc,

Q). What i; the purpose of your rebuttal testimony?

A. My testimony addresses two positions, one taken by Company
and onc talen by MPSC Staff, that are contained in prefiled direct
testimery i this case but are not «ontained in the !Hecaring

Memorandum. Tt s the position of the Fublic Counsel that the partics'

positions »c filed are correct and any chany: from that position is rot
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warranted, The two issues and the party originally sponsoring them

are as follows:
1. REA lcen zssignment == MPSC Staif
2. Depreciation Reserve Adjustment -~ Mortheast Missouri Rural

Telephone

Q. What was the REA loan assigned to?

A. MPSC Staf: accounting schedule 9, run date 1-01-85, lines 1
through 3, sh~ws 1,ow the MPSC Staff originally assigned all REA loan
funds to the support of rate base. This s further amplified on
lines 5 through 11 of the same schedule wherc the 18,176,981 of REA
loans is taken into consideration whun dctcrminirs-’,;" Net Operating
Income Reguirement. On page 2 of the testimony of MPSC Staff

financial witness Bruce Schmidt, it can be v.rified that the $8,176,981

is the total outstanding amount of REA loans.

Q. What amount of equity supports rate base in the MPSC Staff
original filing?

A. The bLalance of rate base, $347,395, is deemed to be sup-
ported by equity. The calculation showing the development of this

number czn be seen on MPSC Staff accounting schedule 9 previously

mentioried.

Q. Whot is the position the MPSC Staff and the Company are
now taking in the ileoring Memorandum?
A. The position taken is that the equity portion of total capital

structurc sioonil be reduced by all advancements and loans to affiliated

P
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companies. Then the weighted cost of the new adjusted capital struc-

ture is 2pplied to rate base.

Q. Why de you believe this is not proper?

A. The MPSC Staff, as prefiled, assigned all REA loans to the
support of rate base and therefore in actuality assigned equity as the
support of all other operations, regulated and unregulated, of the
Company. Dlow in the Hearing Memorandum the MPSC Staft and the
Company sce fit to specifically assign only equity to the nonregulated

operations.,

Q. Do you believe this change was logical?

A. No I dc not. I fail to sec any baris for specific assignment
of one portion of the capital 'structurv whin other capital structure
components have as good or better basis for assignment. REA loans
are government subsidized loans that provide the Company with 2%
money. The funds are available to the .mpany only because it
operates a rural telephone company. Failure to assign these funds to
the support of rate base results in the failure to recugnize the basic
reason why the Company was able to acquire these funds.

One point [ need to re-emphasize is that as prefiled, the MPSC
Staff position specifically assigned cquity to the support of the non-
regulated operations and specifically assigned the REA loans to the

support of riate Liase,

(3. Ouce moincy 18 invested in the Company, can a dollar really

be specif.call, traced!
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A. In a real sense no, however for r:ate'making_ purposes specific
assignments of dollars are numerous. Theve are ft}:mr(‘:e examples that
come to mind quicklwv: ﬁ

1. All customer depcsits are used to reduce rate base in total
instead c¢f being put into the capital structure at the MPSC
crdered interest rate. This ecffectively assigns all of these
dollars to utility operations.

2. Customer supplied cash working capital is used to reduce
rate base directly instead of bLeing put in the capital struc-
ture at zero cost. This effectively assigns all of these
dollars tc utility operations.

3.  Short term debt is normally excluded from the capital struc-

ture utilized in determining rates because it is assumed that

it supports CWIP,

Q. Do you have any further comments on this issue?

A. Yes I do. Discussions duriny, the prehearing and a review
of the Company's [iling indicate that the current capital structure
exceeds rate base by almost $2 million. A large portion of these funds
are invested in interest bearing accounts with the income being
recorded 'brelow the line". If this Commission accepts the MPSC
Staff/Company position as stated in the Hearing Memorandum the
Commission at icast should consider in calculating the cost of scrvice
the net income from the portion of interest bearing investment that
must be supported by REA loans under the MPSC Staff/Company
proposal. Tuo not do so would fail to recogrize that the source of the
investinent support is the utility's plant in service which is paid for

by the ratepayers,  To not recognize income for ratemaking purposes

-l
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that would be in effect produced by the plant in service would b a

detinite change in ratemaking principles.

G. What is the Public Counsel specifical proposing?
A. That the MPSC Staff position as | refiled be adopted and

therefore all REA lean funds be assigned to the support of rate baue.

Q. What ;s the value of this proposal?

A. PBased on the MPSC Staff rate l.use of $8,176,981 this
proposal woule decrease gross revenue requircment by $140,306. If
rate base changes, the value of this adjustment would change
accorcingly. The calculation can be seen on App‘éndix B of my

testimony.

Q. What is the Public Counsel's position on the Depreciation
Reserve?

A. The Public Counsel's position is the same as the position
taken by Company witness John Gillum in his piefiled testimony., That
is that the adjustment to annualize depreciation expense should also be
utilized to adjust the depreciation reserve.

The Cemmpany's preiiled position can be secn in entry number 7 of
Mr. Gillum's pretiied "Journal Entries to Restate Certain Annualized
Revenues and Fxpenses and to Give Effect to Proposed Depreciation
Rates" and carried forward on Mr. Gillum's prefiled "Rate of Return

Analysig" contzined in Exhibit .

Q. Has thie Company advocated this position in the Hearing

Memorandur?
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A. No. The MPSC Staff did not prefile a similar adjustment to
the depreciztion reserve or adopt it 1 the in!c?ini;}acrlud Lirtween
filing and the Hearing Meﬁuorandum. Therefore, sivx'.ce the Ilearing
Memorandum consists of adjubtments to the “taff case, an adjustoent to
the depreciation reserve reflecting the annualized depreciation expense
adjustment is not inciuded in the Hearing Memorandum's base revenue
requirement,

Q. Why is this type of adjusitment appropriate?

A. Except for the annualization adjustment, all other depre-
ciation expense included in cost of scrvice has been included in the
depreciation reserve. Since the ratepayer provides rionies to cover all
cost of service items, excluding a purtion of total depreciation expense
from the depreciation reserve on which rates are based causcs an
inequity. Ratepaycrs are required to provide the funds through
depreciation expense but are not given full credit for them in the

depreciation reserve,

Q. Has the Missouri Public Service Commission previously
adopted this type of adjustment?

A, Yes. A review of Laclede Gas Company, Case
No. GR~77-33, reveals that the MPSC addressed this specific type of
adjustment and fcund it to be appropriite. That order further

indicates that the MPSC Staff has traditionally maintained this position.

Q. Uase the MPSC Staff maintained this position with regard to

this adjisin#nt since that time?
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f Stafi prefiled {ostimony shows th

A. No. A review ¢©
1980, this position was proposcd several times. However, since that
time, the MPSC Staff has not taken this position.

Q. Did the MDPSC issue any orders reversing their position on
this issue as stated in the Laclede case?

1 was unable to find any

A, order after 1977 where the MPSC
took a position on this specific adjustment to the depreciation reserve

different than the position it took in the l.aclede case.

Q. What spacific dollar adjustment depreciation reserve is the

public Counsel proposing?
rovised accounting schedules which

The Staff has presented

A.
include 2 $135,710 adjustment Lo annu 'ized depreciation exXpense,
M-9.1. The puiiic Counsel's propos™l, consistent with the Company

gt of $135,710 should be made to

prefiled position, is that an adjustme
the depreciation reserve which is used in the calculation of rate base.

Q. Dces this conclude your testunoiy?

A. Yes it deoes at this time.
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Missouri Power & Light Company, Stesny Dept., Case No, HR-82-179;
Missouri Power & Light Company, Elcctric Dept., Case No. FER-82-180;
Missouri Edison Company, Electric Dept., Case No. ER-79-120:
Southwestern Bell Telephcne Company, Cuase No. TR-7Y-2 3;
Doniphan Telephone Company, Case No. TR-80-15;

Empire District Electrie Compa:ry, Case No. ER-83-43;

Missouri Power & Light Company, Gas Lept., Case No. GR-82-181;
Missouri Public Service Company, Elcctric Dept., Case No. ER-81-85;
Missouri Water Company, Case No., Vk-51-363;

Osage Natural Gas Company, Cuse lo. GR-82-127;

Missouri Utilities Company, Electric Dent., Case No. ER-82-246;
Missouri Utilities Company, Gas Dcpt.. Care No. GR-82-247;

Missouri Utilities Company, Water Dept., Cuase No. ‘VR-82~é48;

Great River Gas Company, Case ivo. GR-74-168;

Laclede Gas Company, Case No. GR-83-233; and

Arkansas Power & Light Company, Cas: Nos. ER-85-20, EQ-85-146,
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Cemputation of Public Counsel
Capital Structure Ifrect

Rate Base $3,628,010
Total Long Term Debt 48,176,981
Equity Funded Rate Base $ 451,079
Long Term Debt $5,176,981
Debt Cost L .02

Debt Fundcd Requirement

Equity $ 451,029
Equity Cost .1489

Net Operating Income Requirement
Net Operating Inceme Available*
Gross Revenue Requirement

MPSC Staff Position®

* Source: MPSC Accounting Schedule 9B

A
Pui‘;{‘n i Cooneed
s

Appendix It
- Russell Trippensee

TR-85-13

$163,540

67,158

$230,698
562,956
($332,258)

(_191,952)

$140,306
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‘Exhikit Neo.

.. Witneus: . Hussell W, Tripprnsee .
Tyre of Exhibit: Supplemental Rebuttal Testimony -
Sponeoring Partys Office of the I'iblic Counsel
Company: Hortheast Mo. Rural Telephone

Case No.: TR-85-23

SUPPLEMENTAL RECUTTAL TESTIMONY
OF

RUSSELL W. TRIPPLENSEE

Submitted On L.half Of
Office Of The FPublic Cc.nsel

NORTHEAST MISSOURI
RURAL TELEPHONE COMIARNY

Case No. THR-&5-Z

Exhibit No. .22 e

Hn.'i\'}}":t.:.g -

Nate 41 s 185 Case
bt A S

e

A S o v



B ML B

R

SR i, P R BT Y e T PO

- L LENGE ot Bois o5
© HRITAL N i R Lo it S A s a

e

BEFORE THE PUBLIC SFRVICE COMMISSIGH ) L
OF THE STATF OF 1115S0OURI L

AFFIDAVIT OF RUSSELL W. TRIPPENSEE

STATE OF MISSOURI )
S5

)
COUNTY OF COLE )

Russell W. Trippensee, of lawful 2ge, being first duly sworn,
deposes and -tates:

1. My name is Russell W. Trippernsce. I am Chicf Public Utility
Accountant for the Offi~e of the Pullic Cou.i.el,

2.. . Attached heretn and made prrt bh-reof for all purpescs s
my supplement rebuttal testimony consisting of replacement pages for
pages 6, 8 and Appendix B of my prefiled Feluttal Testimony,

3. I hereby swear and affirm that my statements contained in
the attached testimony are true and correct to the best of my knowl-

edge and belief, »~\) -
—_—

( /
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tm\-'f‘,,_,.,_:., el e /
Boinie S, Howard
Notury Public

My commission expires May 3, 1985,
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that would be in effect produced by the Plant in service would be a

definite change in ratemaking principles,
Q. What is the Public Counsel «pecifically Proposing?
A. That the MPSC Siaff Positicn as prefiled be adopted and

therefore all REA loan funds be assigned {o the support of rate bLase,

Q. What is the value of this preposal?

A. Based on the MPSC Staff rate base of $8,628,010 this
pPropos-~l would decrease Bross rovenue requirement by $139,222. 1f
rate base changes, the value of thig adjustment would change
accordingly. The calculation can be seen on Appendix B of my

testimony,

Q. What is the Public Counsel's position on the Depreciation
Reserve?

A.  The Public Counsel's poasition is the same as the position
taken by Cempany witness John Gillum in his prefiled testimony. That
is that the adjustment to annualize dcpreciation expense should also be
utilized to adjust the depreciation reecyve,

The Compény's prefiled position ca: be seen in entry nunmber 7 of
Mr. Gillum's prefiled "Journal Entries t¢ Restate Certain Annualized
Revenues and Expenses and to fiive Effect to Propored Dep>-cintion
Rates" and carried forward on Mr. Gillum's prefiled "Kate of Return

Analysis" contained in Exhibit _

¥

Q. Has the Company  advocated  (hie position in the Hearing

Memorandum?
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A. No. A review of Stafi prefiled testimony shows that until

1980, this position was propused scveral times. However, since that

time, the MPSC Staff has not taken this pesition.

Q. Did the MPSC issue any orders reversing their position on
this issue as stated in the Laclede care?

A. 1 was unable to find any order after 1977 where the MPSC
took a position on this specific adjustment to the depreciation rescrve

different than the position it tock in the Lacledc case.

Q. What specific dollar adjustment depreciation reserve is the
Public Counsel proposing?
| A. The Staff has presented revised accounting schedules which
include a $135,828 adjustment to annualized depreciation  expense,
M-9.1. The Public Counsel's propos=nl, consintent with the Company
prefiled position, is that an adjustment of $1.,828 chould be made to

the depreciation reserve which is used in the calculation of rate base.

Q. Does this conclude your testimony?

A. Yes it does at this time.
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- Public unsel
L Appendix D-Reviced
Rusrell Trippensee

TR-85-23

Computation of Public Counsel
Capital Structure Effect

Rate Base
Total Long Term Debt
Equity Funded Rate Base

Long Term Debt
Debt Cost
Debt Funded Requirement

Equity
Equity Cost

Net Operating Income Requirement
Net Operating Income Availuble?
CGross Revenue Requirement

MPSC Stuff Position*

$it,638,247
8,176,981

§ 461,266

$8,176,961
.02

o ettt i .

$163,540

§ 461,266
. 1489

68,083
§232,223
532,020

(8299,797)

(_160,575)

$139,222

* Source: MPSC Accounting Schedule 01
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