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Q. Please state your name and business address. 14 

A. My name is Janice Pyatte and my business address is Missouri Public 15 

Service Commission, P.O. Box 360, Jefferson City, Missouri 65102. 16 

Q. What is your present position with the Missouri Public Service 17 

Commission? 18 

A. I am a Regulatory Economist in the Economic Analysis Section, Energy 19 

Department, Utility Operations Division. 20 

Q. Please review your educational background and work experience. 21 

A. I completed a Bachelor of Arts degree in Economics at Western 22 

Washington State College in Bellingham, Washington and a Masters of Arts (A.M.) 23 

degree in Economics at Washington University in St. Louis, Missouri.  I have been 24 

employed by the Missouri Public Service Commission (Commission) since June 1977.  25 

My primary role with the Missouri Public Service Commission Staff (Staff) has been to 26 

perform analysis in the areas of rate design, class cost of service, rate revenue, and billing 27 

units for the regulated electric utilities in Missouri.  A list of the cases in which I have 28 

filed testimony before the Commission is shown on Schedule 1. 29 
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EXECUTIVE SUMMARY 1 

Q. What is the purpose of your direct testimony in this filing? 2 

 A. In this filing, I present four schedules that summarize annual sales of 3 

electricity (kWh sales) and the revenue from those sales (rate revenue) for the electric 4 

operations of Aquila, Inc. d/b/a Aquila Networks-MPS (MPS) and Aquila Networks-L&P 5 

(L&P Electric), based upon a test year of January 1, 2004 – December 31, 2004, updated 6 

for known and measurable changes through June 30, 2005. 7 

My direct testimony also describes my role in the development of specific 8 

adjustments to Missouri test year rate revenues. 9 

Q. Which specific adjustments to Staff Accounting Schedule 10-Adjustments 10 

to Income Statement are you sponsoring? 11 

 A. I am sponsoring MPS Adjustments S-1.2 (weather normalization), S-1.5 12 

(billing corrections), S-1.7 (4/22/2004 rate change), and S-1.8 (days adjustment) in the 13 

Staff Accounting Schedule 10-Adjustments to Income Statement. 14 

I am also sponsoring L&P Electric Adjustments S-1.2 (weather normalization), S-15 

1.5 (billing corrections), S-1.6 (days adjustment), and S-1.7 (4/22/2004 rate change) in 16 

the Staff Accounting Schedule 10-Adjustments to Income Statement.  With the exception 17 

of the annualization for the rate change, these adjustments include both a change in 18 

revenues and a change in kWh sales. 19 

  Q. Do you have a recommendation for the Commission regarding MPS and 20 

L&P Electric kWh sales and rate revenue? 21 

 A. I recommend that the Commission adopt the Staff’s adjustments to test 22 

year sales and rate revenue for both MPS and L&P Electric that are shown on attached 23 
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Schedules 2, 3, 4, and 5.  If adopted, Staff’s kWh sales will be used as an input into the 1 

calculation of Missouri fuel and purchased power expense.  Also, if adopted, Staff’s 2 

Missouri rate revenue and kWh sales by rate code will be used to compute and implement 3 

any Commission-ordered revenue change in this case. 4 

DESCRIPTION OF KWH SALES AND RATE REVENUE SCHEDULES  5 

  Q. Please describe Staff’s ratemaking treatment of rate revenues and kWh 6 

sales. 7 

 A. Schedule 6 contains an explanation of the basic ratemaking concepts used 8 

in Staff’s treatment of rate revenues and kWh sales. 9 

 Q. Please briefly describe the contents of Schedules 2 through 5. 10 

  A. Schedule 3 (MPS) and Schedule 5 (L&P Electric) have been compiled to 11 

serve a dual purpose.  When examined vertically, each schedule presents the results of 12 

each of the multiple adjustments that were made (annualizations, normalizations, and 13 

growth-adjustments) to rate revenues, as required for input into the Accounting 14 

schedules.  When examined horizontally, each schedule presents annualized, normalized, 15 

growth-adjusted rate revenues by rate code and by cost-of-service class, as required for 16 

input into the rate design analysis.   17 

  Schedule 2 (MPS) and Schedule 4 (L&P Electric) possess a similar layout but the 18 

values contained in the cells represent kWh sales. 19 

  Q. Please describe the characteristics of the kWh sales and the rate revenues 20 

presented on Schedules 2 through 5. 21 

  A. The Missouri kWh sales shown on Schedules 2 (MPS) and 4 (L&P 22 

Electric) have these characteristics:  (i) they have been developed by rate code and by 23 
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cost-of-service class; (ii) they have been normalized to remove the effects of deviations 1 

from normal weather in the test year; (iii) they have been developed on both a billing 2 

month and a calendar year (i.e., 365-day) basis; and (iv) they have been adjusted to 3 

reflect load growth (or decline).  Each adjustment to kWh sales is associated with a 4 

corresponding adjustment to Missouri rate revenues. 5 

  The Missouri rate revenues shown on Schedules 3 (MPS) and 5 (L&P Electric) 6 

have the same four characteristics as kWh sales but, in addition, rate revenue has been 7 

annualized to reflect the rate change that occurred on April 22, 2004, as the outcome of 8 

(consolidated) Case Nos. ER-2004-0034 and HR-2004-0024.   9 

 Q. What is the relationship between the Missouri rate revenues shown on 10 

your Schedules 3 (MPS) and 5 (L&P Electric) and the Missouri operating revenues 11 

shown on Accounting Schedule 9-Income Statement for each of the respective Aquila 12 

divisions? 13 

 A. The total operating revenues shown on Accounting Schedule 9-Income 14 

Statement, consists of two components: the revenue that the Company collects from the 15 

sales of electricity to Missouri retail customers (rate revenues), which is shown on my 16 

Schedules 3 (MPS) and 5 (L&P Electric); and the revenue the Company receives from 17 

other sources (other or non-rate revenues).  Non-rate revenues are generated by charges 18 

such as reconnect fees, returned check fees, late payment fees, etc.  Another source of 19 

non-rate revenue may be off-system sales of electricity. 20 

 Q. What is the relationship between the adjustments to Missouri rate revenues 21 

shown on your Schedules 3 (MPS) and 5 (L&P Electric) and the S-1 adjustments shown 22 
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on Accounting Schedule 10 - Adjustments to Income Statement for each of the respective 1 

Aquila divisions? 2 

A. Each of the adjustments to Missouri rate revenue shown on my Schedules 3 

3 (MPS) and 5 (L&P Electric) has a corresponding S-1 adjustment shown on Accounting 4 

Schedule 10 - Adjustments to Income Statement.  The Accounting Schedule does not 5 

record adjustments to kWh sales.  6 

  The adjustments to test year kWh sales and rate revenues that were made in this 7 

case were:  (i) annualization for 365 days (days adjustment); (ii) annualization for billing 8 

corrections; (iii) annualization for large customer load changes; (iv) annualization due to 9 

growth in the number of customers; (v) weather normalization; and (vi) adjustment for a 10 

rate change within the rate change within the test year. 11 

 Q. Are you responsible for the contents of Schedules 2 through 5?  12 

 A. While I am responsible for compiling these tables, the values contained 13 

within them represent the collective effort of three Staff witnesses:  Shawn Lange, 14 

Amanda McMellen, and me. 15 

 Q. Please briefly describe the role played by Mr. Lange in developing 16 

Schedules 2 through 5. 17 

 A. Mr. Lange’s testimony addresses the methods he used to calculate the 18 

effects of weather normalization on kWh sales and the adjustments that reflect a 365-day 19 

billing year.  These adjustments to test year kWh sales are both an input into my 20 

determination of the effect of weather normalization on rate revenues and into Mr. 21 

Lange’s determination of the normalized hourly system loads used in Staff’s production 22 
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cost simulation (fuel) model.  Mr. Lange’s results are contained on my Schedules 2 1 

(MPS) and 4 (L&P Electric). 2 

 Q. Please describe the role played by Ms. McMellen in developing Schedules 3 

2 through 5. 4 

A. Staff witness Amanda McMellen is responsible for all annualizations to 5 

kWh sales and rate revenues made to the large power service customers.  She also 6 

determined the effect that growth (or decline) in the number of customers had on both 7 

kWh sales and rate revenues.  Ms. McMellen’s results are contained on my Schedules 2 8 

and 3 (MPS) and Schedules 4 and 5 (L&P Electric). 9 

 Q. What was your role in developing the numbers contained in Schedules 2 10 

through 5? 11 

 A. I am responsible for annualizing rate revenue to reflect the rate change that 12 

occurred on April 22, 2004, as one outcome of (consolidated) Case Nos. ER-2004-0034 13 

and HR-2004-0024.  I am also responsible for calculating the effect that Mr. Lange’s 14 

weather normalization and days adjustment to kWh sales had on revenues. 15 

EFFECT OF THE RATE CHANGE ON REVENUES 16 

  Q. Please describe the rationale for annualizing revenues to reflect a rate 17 

change that occurred within the test year. 18 

 A. One outcome of (consolidated) Case Nos. ER-2004-0034 and HR-2004-19 

0024 was the implementation of new permanent rates effective April 22, 2004.  These 20 

rates were designed to collect an additional $14.5 million in annual revenue for MPS and 21 

$1.25 million for L&P Electric. 22 



Direct Testimony of  
Janice Pyatte 

 6

 I normalized the revenue for the test year to reflect the difference between the 1 

amount that was actually billed to customers and the revenue that the company would 2 

have collected if the rates had been in effect all year. 3 

 Q. Which months in the test year were adjusted to reflect the effect of the rate 4 

change on revenues? 5 

A. All revenues in January-March 2004 were affected since all usage in those 6 

months had been billed on “old” rates”.  No revenues in June-December 2004 were 7 

affected since all usage in those months had been billed on “new” rates.  Some usage in 8 

the billing months of April 2004 and May 2004 was billed on “old” rates and thus 9 

required annualizations; some usage in those months did not. 10 

  Q. Please describe the process Staff used to calculate the effect of the rate 11 

change on revenues. 12 

 A. The method I used relied on three facts:  13 

(1) The permanent rate values, effective on and after April 22, 2005 (“new” rates), were 14 

designed to be a fixed percentage increase over the rate values effective prior to that date 15 

(“old” rates). 16 

(2) The implementation of the rate change to permanent rates was accomplished by 17 

computing each customer’s bill on both the “old” rates and on the “new” rates and then 18 

pro-rating the two results based upon the number of days of usage before April 22 and the 19 

number of days of usage on or after April 22. 20 

(3) The Interim Energy Charge, which is billed as a fixed cents per kWh to all kWh, was 21 

implemented on April 22, 2005. 22 
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 The monthly kWh sales associated with the Interim Energy Charge were used to 1 

determine how many kWh sales were billed on “old” (pre-April 22) rates and how many 2 

were billed on “new” rates.  The proportion of monthly revenues associated with the 3 

“old” sales was then factored by the relevant percentage by which “new” rates were 4 

increased and total monthly revenues on “new” rates was calculated.  The difference 5 

between this estimate of monthly revenues if totally billed on “new” rates and actual 6 

revenues billed on permanent rates is my estimate of the effect of the rate change. 7 

WEATHER NORMALIZATION OF REVENUES 8 

  Q. Please describe the method Staff used to weather normalize rate revenue. 9 

  A. The weather adjustment to rate revenue was calculated by a method 10 

known as “average realization”.  This method applies the average energy charge per kWh 11 

for each specific month to the weather adjustment to that month’s kWh sales.  The 12 

average realization method estimates the additional revenue associated with additional 13 

kWh sales by assuming that these additional sales would be priced at the same average 14 

rate as all other sales in that month. 15 

  Q. What is the rationale for the average- realization method? 16 

  A. The assumption underlying the average realization method is that the 17 

weather normalization process has no effect on either the number of customers or on the 18 

fixed charges those customers currently pay.  In other words, weather normalization only 19 

affects the energy usage of each existing customer and, thus, only affects those charges 20 

directly related to kWh usage. 21 

  Q. Which MPS and L&P rate codes were weather-normalized using the 22 

average realization method? 23 



Direct Testimony of  
Janice Pyatte 

 8

  A. This method was applied to all of the rate codes for which Mr. Lange had 1 

computed a weather adjustment to kWh sales.  For MPS, weather adjustments were 2 

computed for residential rate codes MO860 and MO870; for small general service rate 3 

codes MO710 & 711 (combined) and MO740; and for large general service rate codes 4 

MO720 and MO725.  For L&P Electric, weather adjustments were computed for 5 

residential rate codes (MO910, MO911, MO913, MO914, MO915, MO920, MO921, 6 

MO922); small general service rate codes (MO930, MO931, MO932, MO933, MO934, 7 

MO941); and large general service rate code (MO940). 8 

  No changes were made to test year actual revenues for the remaining rate codes 9 

because they are not weather-sensitive and, therefore, required no adjustments due to the 10 

effects of weather. 11 

  Q. What was the source of the monthly average rate per kWh that was used to 12 

weather normalize rate revenue? 13 

  A. In situations where only one rate value applies to all monthly usage, the 14 

monthly average rate per kWh used was taken directly from the existing rate schedule.  15 

When multiple energy rates exist and/or demand charges exist, the monthly average rate 16 

per kWh was taken directly from Schedules ELW-1 and ELW-2 attached to the direct 17 

testimony of Aquila witness Eric L. Watkins. 18 

DAYS ADJUSTMENTS TO RATE REVENUE 19 

  Q. Please describe the rationale for calculating a days adjustment to kWh 20 

sales and rate revenue. 21 

  A. Staff’s days adjustment (also known as an “unbilled” adjustment) 22 

represents the change in kWh sales and rate revenues associated with adjusting the 12 test 23 
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year billing months to the equivalent of 365 days.  This adjustment is necessary to ensure 1 

that kWh sales and revenues that are measured by billing year will “match” expenses that 2 

are measured by calendar year.  3 

  Q. Please describe the process Staff used to calculate the days adjustment to 4 

rate revenue. 5 

  A. Mr. Lange computed an annual days adjustment to kWh sales for each rate 6 

code that he weather normalized.  I converted Mr. Lange’s annual days adjustment to a 7 

series of twelve monthly adjustments by assuming that these annual kWhs are distributed 8 

throughout the months in the year in the same proportion as weather-normalized kWhs.  I 9 

then calculated the monthly days adjustment to rate revenue by multiplying monthly days 10 

adjustments to kWh sales by the same associated monthly rate (cents per kWh) that was 11 

used to calculate the weather adjustment to rate revenue. 12 

  Q. Does this conclude your direct testimony on the issue of Revenues? 13 

  A. Yes, it does. 14 



Participation in MOPSC Cases
Witness: Janice pyatte

Company Case Number
Aquila, Inc. d/b/a Aquila Networks-MPS and L&P EO-2002-384
The Empire District Electric Company ER-2004-o570
Aquila, Inc. d/b/a Aquila Networks-MPS and L&P ER-2004-0034 & HR-2004-0024
The Empire District Electric Company ER-2002-424
Union Electric Company EC-2002-1
UtiliCorp United, Inc. d/b/a Missouri Public Service ER-2001-672
The Empire District Electric Company ER-2001-299
UtiliCorp United and The Empire District Electric Co. EM-2000-369
UtiliCorp United and St. Joseph Ught & Power Co. EM-2000-292
St. Joseph Ught & Power Company ER-99-247 & EC-98-573
Union Electric Company EO-96-15
St. Joseph Ught & Power Company EC-98-573
Missouri Public Service ER-97-394 & ET -98-103
The Empire District Electric Company ER-97-81
The Empire District Electric Company ER-95-279
The Empire District Electric Company ER-94-174 & EO-91-74
St. Joseph Ught & Power Company ER-93-41
Missouri Public Service ER-93-37
Union Electric Company EM-92-225 & EM-92-253
Union Electric Company EQ-87-175
Arkansas Power & Ught Company ER-85-265
Kansas Oty Power & Ught Company ER-85-128 & EO-85-185
Union Electric Company EQ-85-17 & ER-85-160
Union Electric Company ER-84-168
Laclede Gas Company GR-84-161
Union Electric Company ER-84-168
Arkansas Power & Ught Company ER-83-206
Kansas Oty Power & Ught Company ER-83-49
The Empire District Electric Company EO-82-40
The Empire District Electric Company ER-81-209
Kansas City Power & Ught Company EO-78-161
Ladede Gas Company GO- 78- 38
Union Electric Company EO-78-163
St. Joseph Ught & Power Company EQ-77-56

Schedule 1
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STAFF'S RATEMAKING TREATMENT OF RATE REVENUES AND KWH SALES

Rationale for Making Adjustments

The historica112-month time period (test year) and update period (if any) that the

Commission determines should be used for analyzing the costs of providing service to retail

customers is also used for analyzing kWh(kilowatt-hour) sales and revenue, based on the

.'matching principle" of ratemaking. The intent of adjustments to test year rate revenues is to

estimate the revenue that the company would have collected on an annual, normal-weather basis,

based on infolmation "known and measurable" at the end of the update period.

Most adjustments to test year revenues correspond to adjustments to kWh sales that, in

turn, affect the Company's fuel and purchased power costs. Net system loads, updated for these

known and measurable changes in kWh sales, are reflected in the production cost simulation

model (fuel nm) to ensure that sufficient generation and purchases exist to meet total net system

requirements. Any change to rate revenue from historica11evels that results from changes in

underlying sales of electricity will result in COITesponding changes to fuel and purchased power

costs that reflect that same adjustment to sales.

Categories of Adjustments

The two major categories of adjustments are known as normalizations and annualizations.

Normali?-Ations deal with test year events that are unusual and unlikely to be repeated in

the years when the new rates from this case are in effect. Test year weather is an example. It is

unlikely that the weather that occuned in the test year will, on average, be repeated in the future,

but what weather will actually occur is not predictable. The objective of the weather

nom1alization process is to fe-state test year kWh sales and rate revenues on a "nom1al-weather"

basis.

Annualizations are adjustments that fe-state test year results as if conditions known at the

end of the update period had existed throughout the entire test year. Annualizations may be

Schedule 6-1



further sub-classified as being "test-year-related" or '"update-period-related", depending on when

a known and measurable change occurs (i.e., during the test year or dwing the update period).

Examples of Annualizanons

A common example of a revenue annualization is a rate change that occurs during the test

year. In this situation. actual test year rate revenues will be understated or overstated by the

difference between the amount that was actually billed to customers and the revenue that would

have been ~~~ by the company if the rates in effect at the end of the update period had been

in effect throughout the entire test year.

An example of an annualization that affects both kWh sales and rate revenues is a large

customer that either begins or ceases taking service during the analysis period. In the situation

where a large customer ceases business, in order to accurately reflect revenues going forward, test

year revenues should be decreased by the amount of revenue the customer provided the

Company. A corresponding reduction to kWh sales and to fuel and purchased power expense

should be made to reflect the costs the company will no longer incur. Conversely, when a large

customer begins service, test year revenue, kWh sales, and fuel expense should be increased to

reflect both the costs and the revenues associated with serving the new customer on an annual

basis.

Customer growth adjustments are annualizations that reflect any additional sales and

revenues that would have occun'ed if the total number of customers on the system at the end of

the update period had been customers during all 12 months of the test year.
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