Rebuttal Testimony of

Jennifer Markway


[image: image1.wmf]
Exhibit No.:



Issues:
Expenses


Witness:
Jennifer Markway


Sponsoring Party:
MoPSC Staff


Type of Exhibit:
Rebuttal Testimony


Case No.:
GT-2003-0032


Date Testimony Prepared:
September 27, 2002

MISSOURI PUBLIC SERVICE COMMISSION

Utility Operations DIVISION

REBUTTAL TESTIMONY

OF

JENNIFER MARKWAY

LACLEDE GAS COMPANY
CASE NO. GT-2003-0032
Jefferson City, Missouri

September, 2002


[image: image2.wmf]
REBUTTAL TESTIMONY


OF


JENNIFER MARKWAY


LACLEDE GAS COMPANY

CASE NO. GT-2003-0032

Q.
Please state your name and business address.

A.
Jennifer Markway, P. O. Box 360, Jefferson City, Missouri 65102.

Q.
Are you the same Jennifer Markway that has previously filed testimony in this case?

A.
Yes I am.

Q.
What is the purpose of your rebuttal testimony in this case?

A.
The purpose of my rebuttal testimony is to address the issue concerning the calculation, collection and remittance of Franchise Taxes in the testimony of Louie R. Ervin of Latham & Associates, Inc. and Michael T. Cline of Laclede Gas Company.

Q.
What concerns does Staff have regarding the testimony of Louie R. Ervin of Latham & Associates, Inc.?

A.
None.

Q.
What concerns does Staff have regarding the testimony of Michael T. Cline of Laclede Gas Company?

A.
Staff has concerns with the basis used for the calculation of the franchise taxes due the appropriate taxing authorities.

Q.
Please explain the staff’s position regarding the calculation of franchise taxes.

A. As stated in my Direct Testimony, Staff believes that to compute the franchise taxes due, the actual gas costs incurred by the schools should be the basis for determining the amount of taxes due, not the Local Distribution Company (LDC) Purchased Gas Adjustment (PGA) rates.

Q. Can you explain how Laclede’s method deviates from Staff’s position?

A. Yes.  Section 5 of the statute states:

The commission may suspend the tariff as required pursuant to subsection 3 of this section for a period ending no later than November 1, 2002, and shall approve such tariffs upon finding that implementation of the aggregation program set forth in such tariffs will not have any negative financial impact on the gas corporation, its other customers or local taxing authorities, and that the aggregation charge is sufficient to generate revenue at least equal to all incremental costs caused by the experimental aggregation program.

As interpreted by Laclede and explained in the testimony of Company Witness Cline, Laclede Gas Company intends to use a specious basis for the calculation of the franchise taxes to comply with the “no detriment” clause.  Laclede is stating that in order to preclude negative financial impact on the local taxing authorities they must use the company’s actual tariff rates as the basis for the calculation of franchise taxes.  This method is unacceptable to Staff because, under Laclede’s method, the schools are being charged the PGA rates rather than being charged for actual gas costs.  In effect Laclede is planning on charging an inaccurate rate to the schools (the original PGA rate, not the actual gas costs); they will then calculate the franchise taxes due; and finally credit the erroneous charge to the school accounts.

Staff does not believe that the aforementioned clause was included in the statute to promote these accounting practices.  Staff believes that this clause was included as a guideline for the LDCs as well as a tool for the Commission to confirm that various methods of tax avoidance would be prevented.  Staff believes that the only basis acceptable for calculating franchise taxes due is the actual gas costs incurred by the schools.  This method prevents detriment to the taxing authorities based on the understanding that taxing authorities are not guaranteed a specific dollar amount; they are guaranteed a specific percentage on the gross receipts – the actual gross receipts.

Q.
Does this conclude your rebuttal testimony?

A.
Yes, it does.
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