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PREPARED DI RECT TESTI MONY OF
EM L MOSCORA

Pl ease state your nane and busi ness address.
Em | Msora Jr., 4400 Kennedy Ave., East Chicago, |Indiana
46312.

What is your professional enploynent?

| am a regional energy manager at Praxair, Inc.

What is your educational background?
| graduated from Purdue University Cal unet Canpus, Hamond,
I ndiana, in 1975 with a Bachel or of Science degree in

Mat hemat i cs.

What is your prior experience?

In 1977 | joined Praxair, known then as the Linde Division of
Uni on Carbi de Corporation, as a pipeline controller in the

Cal unmet Area Pipeline Operation Center (CAPOC) |ocated in
Gary, Indiana. The CAPOC systemat the time consisted of
approximately 12 customers along 110 mles of pipeline fed by
four production facilities. M primary responsibility was to
ensure the pipeline custoners along the 110 m | es of pipeline,
recei ved the product they required as cost effectively as
possi bl e for Praxair. In 1979 | joined the conputer
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departnment and worked on control systens to nonitor and
optim ze the pipeline systemas well as admnister the utility
contracts. In 1981 | went into supervision and becane the
CAPOC manager overseeing the dispatch center and conputer
group. For several years in the 1990's, | also had added
duties as plant manager for the Gary and \Witing production
facilities. In 2001, | becane an energy nmanager wth
responsi bilities for managenent of electricity use and
procurenent in Mssouri, Illinois, Indiana, Wsconsin,
M nnesota, Chio, and Mchigan. |In that capacity, | am
i nvol ved in seeking appropriate electricity pricing and the
devel opment of innovative power supply agreements. | amalso

involved in optimzing plant tactical and operating strategies

to mnimze electricity costs.

VWhat is the purpose of this rebuttal testinony?

| want to respond from a busi ness perspective to the cost

al | ocati on proposals that have been made by w tnesses for the
Conmi ssion Staff and the Mssouri Ofice of the Public
Counsel . Along with Explorer Pipeline, we are sponsoring
testimony and anal ysis from Mauri ce Brubaker on the technical
aspects of these proposals. | believe that these proposals
woul d detrinentally inmpact our operations in Mssouri and in

the Enpire District service territory froma business
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managenent and conpetitive point of view To do that | also
feel 1 need to provide the Conmission with sonme information
about ny conpany and the nature of its operations including

those in Enpire’s service territory.

Who is Praxair?

Praxair is the largest industrial gases conpany in North and
South America, and one of the |argest worldw de, with 2003
sales of $5.6 billion. The conpany produces, sells and

di stri butes atnospheric, process and specialty gases, and

hi gh- performance surface coatings. Praxair products, services
and technol ogi es bring productivity and environnmental benefits
to a wde variety of industries, including aerospace,

chem cals, food and beverage, el ectronics, energy, healthcare,

manuf acturing, nmetals and ot hers.

What is the nature of Praxair’s products?

Praxair’s maj or products include the products of air separa-
tion: oxygen, nitrogen and argon. These products are manufac-
tured by separating air into its conmponent parts. These gases
are used in production and to inprove efficiency, quality, and
environnmental conpliance in a variety of industries, including
steel, chemcals, netals, electronics, paper, food, glass and

medi cal care. Custoners generally receive Praxair’s products
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in one of three ways: 1) by truck delivery fromregional bulk
[iquid production plants into tanks at the custoner site, 2)
by pipeline fromlarge bul k production plants, or 3) from
smal l er "on-site"” non-cryogeni c production facilities
dedi cated to an individual custoner (vacuum pressure sw ng
adsorption plants for oxygen supply, and nenbrane plants for
nitrogen supply). Praxair also produces and distributes

car bon di oxi de, hydrogen, helium and specialty gases, and

operates a surface technol ogi es busi ness.

Pl ease describe Praxair’s operations in the Enpire District
servi ce area.

Praxair has operated a bul k production plant and distribution
center in Neosho, Mssouri since 1960. The plant produces
liquid oxygen and nitrogen for the regional industrial gas
mer chant market, and has a |iquid production capacity of 325
tons per day. Praxair’s Neosho plant provides nitrogen and
oxygen to the food processing, netal fabrication, steel,
health care and petroleumindustries in Mssouri, Oklahoma,
Arkansas and Kansas. A $6 million expansion and noderni zation
conpleted in 1992 doubl ed plant capacity. This facility has
23 enpl oyees and an annual payroll of $1.3 million. 1In the
state of Mssouri, Praxair has a total of 293 enpl oyees and a

payroll of over $13 million. In 2003, Praxair paid over
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$155,000 in property taxes, collected and pai d approxi mately
$310,000 in sales and use taxes fromits M ssouri custoners
and paid an estimated $30,000 in sales and use taxes on its

own purchases.

What is the general nature of conpetition which Praxair faces
in the industrial gas industry?

The industrial gases business is an extrenely conpetitive

busi ness, with several |arge conpanies operating with
producti on networks throughout North Anerica and the worl d.
There are al so many regional conpanies and distributors adding
to the conpetition in specific markets. The distribution
radius of a plant is generally within a range of 250 m | es.

| ndustrial gases prices are held to conpetitive |evels due to
i ncreased overall supply and the demands of custoners, nmany of
whom face intense and relentless conpetition in national and
gl obal markets. The devel opment of alternative non-cryogenic
i ndustrial gas production technol ogies is providing nore

supply options and adding to conpetitive pressures.

What conpetitive chall enges does Praxair face at its Neosho
plant in particular?
The conpetition is intense. There are several other industri-

al gas conmpanies and facilities capable of conpetitively
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serving the sanme custoners as our Neosho plant. These include
facilities located in Mssouri, Arkansas, lahoma, IIllinois,
and Tennessee. O great concern is the prospect of higher
power prices at Neosho, higher prices that our conpetitors
woul d not see because they are served by utilities that rely

| ess on natural gas generation in their fuel mx than does

Empire District.

|s there potential for expansion or contraction of Praxair’s
busi ness at Neosho?

There is potential for either expansion or contraction at
Neosho, based upon the relative conpetitiveness of our costs
and the health of the econony in the area. There is the
opportunity to expand through upgrades and additions at our
existing plant site if economc conditions are right. Gowth
and retention opportunities are dependent upon the extent that
current and potential custoners choose to use industrial
gases, the extent they choose to use our products instead of
those of our conpetitors, and the extent that we source our

requi renments from our Neosho plant.
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What is the significance of electricity to Praxair and how is
it used in its Neosho plant?
The industrial gas business is extrenely electricity-inten-
sive, nore so than al nost any other industry. Electricity
costs conprise over 70% of our operating costs. The production
of liquid oxygen and nitrogen at Neosho is acconplished by the
filtering, liquefaction and separation of |arge volunes of
air, followed by liquefaction of nitrogen through a conpres-
si on/ expansi on process. The entire process utilizes three
| arge conpressors, which are powered by |arge electric notors.
Over 96% of the electricity at Neosho is consuned in the
production process by these |arge notors. Si nce our
expansion in 1992, we are Enpire District Electric Conpany’s

| argest custoner. Nationally, we spend over $300 mllion per

year on electricity.

Are there unique aspects to your Neosho operation which relate
to electricity use?

Qur Neosho operation has been designed to operate with great
flexibility inits power consunption. Wile capable of
running at a very steady level with a very high |oad factor
the plant can al so very quickly adjust its production out put
whi | e mai ntai ning efficiency, and change power dermand by over

two thousand kilowatts. Qur Neosho plant has al so been
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designed to interrupt over 95%of its demand | oad on very

short noti ce.

How is Praxair dealing with its conpetitive chall enges?

By getting to know our custoners as best we can and doi ng our
best to neet their needs. The demands of our custoners are
often unique and varied, and if we do not adapt to acconmpdate
them soneone else will. One general thene we see is that
virtually all custoners want options and choices. No custoner
likes to be told by a supplier: "This is what we have - take

it or leave it".

One of the custoner’s needs is |low prices, which requires that
a key Praxair strategy be cost mnimzation. Reliability and
quality is a given, otherwi se one would not even be allowed to
bid on business. Low costs are thus inperative to success in
the industrial gas industry and we therefore focus attention
to the reduction of costs in all areas. Corporate-w de we
have instituted a breakthrough strategy called Six Sigma. Six
Signma teaches us to identify what is nost inportant to the
custoner and then use neani ngful data and nmeasurenments to
systematically drive neaningful inprovenents in our
performance agai nst those criteria. W have many on-going Six

Sigma teans review ng and refining processes in order to
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prevent defects fromoccurring. Oher world class conpanies

using Six Sigma include GE, Mdtorola and Honeywel | .

Many supplier agreenments have been renegotiated with | ower
pricing and better terns. Conpetitive bidding is actively
enpl oyed. Electricity is the one major cost input in our

busi ness whi ch can not be conpetitively sourced in nost areas,
M ssouri being one of those areas. For other commodities,
conpetition has assured us w de choices of products and
services at attractive pricing. Conpetitive marketpl aces have
also resulted in a great deal of useful innovation on the part
of suppliers. This has always been the case in true
conpetitive markets. Wth regard to our substantial natural
gas and | ong-di stance tel ephone usage, we now enj oy much
greater custoner focus and innovation on the part of

suppl i ers.

What is the role of electricity in Praxair’s strategy for
addressing its conpetitive chall enges?

Bei ng the | argest operating expense, it is of utnost inpor-
tance that we manage our electric purchases and use. High
energy efficiencies and | ow priced power are essential for us

to conpete. Inproving the efficiencies of our equipnent,
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processes, and technologies is an ongoi ng process. Wth

regard to power sourcing, our strategies include:

1)

2)

3)

4)

5)

Wrk with utilities to devel op innovative rates and
contracts. Exanples are interruptible rates and econom c

devel opnment i ncentives.

Locate and expand plants based upon electricity consider-

ati ons.

Econom ¢ di spatch anong plants based on production and
delivery costs to mnimze total supply costs to serve
our customers. Even small power price changes affect the
di stribution radius. The equivalent of over 7 mllion
kwh per day are distributed by truck in North Anmerica and
centrally dispatched fromour National Logistics Center

i n Tonawanda, New Yor k

Actively participate in RTO formati on where appli cabl e.

Actively participate in state/regional Industrial Users

G oups.
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Pl ease el aborate on the participation in state/regional
i ndustrial users groups.
Al t hough not identical, the needs of industrial custoners in
general are simlar to each other but different fromthe needs
of residential and commercial customers. The residenti al
custoners have a state advocate but there are usually no

formal groups |ooking out for the interests of the industrial

users.

In general, the mssion of industrial users groups is to work
wi th governnment, utilities, and other stakeholders to assure
consuners have access to reliable, inexpensive energy. A

t he stakeholders are in this together. To succeed the
utilities nmust make a fair return on their equity and their

i ndustrial and commercial customers nust be able to do the
same. It is becom ng nore and nore inportant for each
custoner class to pay its "fair share" and no nore due to rate

skewi ng and cl ass subsi di zati on.

A common area of contention between utilities and industri al
custoners is in the allocation of costs. | amnot a cost of
service nor rate design expert by any neans but in general ny
experi ence has been that when costs are allocated strictly on

a kwh basis, high | oad factor customers, such as Praxair, end
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up paying nore than their ‘fair share.” Being a very steady,
very high load factor industrial custoner, Praxair nust be

vigilant to prevent this from happening as best it can.

What would Praxair like to see happen with regard to its

el ectricity supply at Neosho?

The regional industrial gas marketplace demands that Praxair’s
cost of electricity at Neosho be as |ow as possible. W
encourage Enpire District to continue to work diligently to
hol d down/reduce costs and to work with their custoners to
devel op nore creative rates that better fit both their needs

and the needs of their comercial and industrial custoners.

Does that conplete your testinony at this tine?
Yes, it does. | thank the Comm ssion for the opportunity to

present these comments.





