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Q.
Please state your name and business address.

A.
Anne E. Ross, P.O. Box 360, Jefferson City, Missouri 65102.

Q.
By whom are you employed and in what capacity?

A.
I am a Regulatory Economist with the Missouri Public Service Commission (Commission).

Q.
Please describe your educational background.

A.
I graduated from the University of Missouri-Columbia in 1986 with an undergraduate degree in Business Administration.  I graduated with a Masters of Business Administration in 1989.

Q.
Please describe your work experience.

A.
I have been employed with the Commission as a Regulatory Economist since 1989.  I have also been an adjunct professor at Columbia College since 1989.

Q.
What has been the nature of your duties while in the employ of the Commission?

A.
The general nature of my duties at the Commission have included Class Cost of Service, Rate Design, Large Customer Analysis, and the design of programs for lower income natural gas customers.

Q.
Have you previously filed testimony before this Commission?

A.
Yes.  Schedule 1 is a list of the gas cases in which I have filed testimony. 

Q.
What is the purpose of your direct testimony?

A.
The purpose of my direct testimony is twofold.  First, I will describe the revenue adjustments that the Staff is proposing for the Company's General Service – Industrial Sales, Large Volume Sales, Large Volume Transportation, and Special Contract Transportation customers.  In addition, in this case I am sponsoring an experimental weatherization/rate design/arrearage forgiveness program designed to help lower-income customers afford to heat their homes in the winter.  One of the important components of the program is lowering a customer’s usage by providing adequate weatherization measures.  I will discuss this part of the program in this direct testimony, and the rest of the program design in direct testimony that I will file next week.

ADJUSTMENTS TO LARGE CUSTOMERS

Q.
What types of modifications are made to large customer’s test year usage?

A.
Typical adjustments include adjustments for customers coming on or going off the system during the test year; for accounts that take service on more than one tariff during the year; and weather normalization.

Q.
What is done if a customer comes on the system during the test year?

A.
In this instance, billing units and revenues are increased to reflect a full 12 months of usage.

Q.
What is done if a customer goes off the system during the test year?

A.
In that case, the customer’s billing units, and the associated revenue, are decreased, since the customer is no longer on the system, and will not provide any revenue for the Company.

Q.
What type of adjustment is made if a customer takes service under two or more rate codes during the test year?

A.
This is called rate-switching.  In this case, the customer’s usage and revenue is removed from the original class, and added to that of the new class, as it is assumed that, in a normal year, the customer will take service under only one tariff.

Q.
Why would customers switch from one rate to another?

A.
Rate switching, can occur for several reasons.  The nature of a customer’s operations may have changed, and taking service under another tariff is now more appropriate.  The customer may find it to be economical to switch to another customer class.  Finally, the customer may decide to procure its own gas, which would also make a rate switch necessary.

Q.
Are you sponsoring Staff adjustments to reflect rate-switching and customer additions or losses?

A.
Yes.  In the Aquila Networks - MPS North & South districts (MPS - N&S), adjustments S-2.5 and S-6.4 reflects the revenue effect resulting from customers switching to and from the Company’s Large Volume – Sales and Large Volume - Transportation classes.  Adjustment S-6.2 adjusts Large Volume – Transportation revenues to reflect the loss of an MPS – N&S customer during the test year.  In the Aquila Networks – L&P (L&P) district, adjustment S-2.6 and S-5.2 reflects the revenue effect resulting from customers switching to and from the Company’s Large Volume – Sales and Large Volume - Transportation classes.  There were no adjustments made to the Aquila Networks – MPS Eastern district (MPS – E.)

Q.
Have you considered adjustments for weather normalization?

A.
Yes, I reviewed Company witness Sullivan’s weather normalization of these classes.  Although I do not agree with all of the detailed calculations he performed, the overall effect of the weather normalization for the large customers was negligible.  Based on the small dollar impact of the adjustments, and the constraints on Staff’s manpower resources, I find Mr. Sullivan’s weather normalization adjustments to the large customers to be reasonable, and I am making the same adjustments to the Staff numbers.

Q.
Which adjustments reflect weather normalization?

A.
In the MPS - N&S EMS run, adjustments S-2.4, S-6.3 and S-6.5 reflect the weather adjustment.  In the MPS-E district, adjustment S-6.2 adjusts transportation revenues for weather.  The L&P district General Service – Industrial, and Large Volume – Commercials were weather-normalized in adjustments S-2.4 and S-2.5.

Q.
Does this conclude your direct testimony on adjustments to large customer usage?

A.
Yes.

PROPOSED WEATHERIZATION PROGRAM

Q.
You stated earlier that you are sponsoring an experimental program for lower-income Aquila customers, and that you will discuss the weatherization component in this filing.

A.
As part of an overall experimental program, Staff is proposing that $50,000 be earmarked for weatherization in the Sedalia area.  For the MPS – N&S District, this revenue adjustment is S-51.1.  For the L&P District, this is reflected in adjustment S-49.1.

Q.
Why is weatherization important to this type of program?

A.
The installation of permanent, cost-effective efficiency weatherization measures is an excellent long-term action to address the problem of unaffordable natural gas bills, and should be a part of any program designed to assist certain low-income customers in paying their utility bills.

Q.
How much, on average, does it cost to weatherize a home in Missouri?

A.
In Missouri, the average cost to weatherize a home is $2,500.

Q.
What is the estimated life of weatherization measures that might be part of this experimental program?

A.
Weatherization measures have a life of about 20 years.

Q.
What is the estimated energy savings for a weatherized home?

A.
Weatherizing a home cuts both heating and cooling costs, with resulting estimated annual natural gas savings as high as 23%, and annual electricity savings at about 12%.

Q.
What type of cost/benefit ratio do weatherization measures have?

A.
Various studies have estimated the cost/benefit ratio of weatherization to be as high as 3.71 for each dollar invested.  I have not reviewed any documentation that does not show a positive cost/benefit savings.

Q.
What are some of the benefits of weatherization for the household?

A.
Performing needed weatherization should lower the household’s energy bills.  This will enable the household to use the same amount of energy and spend less, or, if the household has been turning down the furnace in an attempt to keep the bill low, the household can use an adequate amount of energy for the same price.

Another benefit is the improvement in the safety and health of the occupants.  During the weatherization audit and work, inspectors also measure carbon dioxide levels in the home, make sure that there is an adequate number of working smoke alarms, and detect dangers such as faulty wiring or unsafe appliances.  Once the weatherization is completed, the safety of the household is increased due to the decreased use of hazardous heat sources, such as a damaged furnace, old electric space heater or unsafe woodstove, which reduce the possibility of a fire or other accident.

Q.
Does weatherization have any benefits for the state or local economy?

A.
Weatherization can benefit the state/local economy in several ways.  First, the improvements to the housing stock increases property values, and the area’s tax base.  In addition, local workers are trained to do the weatherization, and many of the supplies are bought locally, which stimulates the local economy.

After weatherization, some of the dollars that used to go to pay the utility bill can now be spent locally.  Approximately 70% of a Residential customer’s bill goes to pay for the natural gas itself, with the other 30% paid to the Missouri utility for delivery.  Since Missouri is not a natural-gas producing state, most of the 70% of gas revenues will leave the state.  If a customer’s bill is lowered, the amount of money that can stay in the local and state economy is increased.

Finally, weatherization can help even those low-income Missourians whose homes have not been weatherized.  Poor Missourians whose homes have been weatherized will have lower bills, allowing the scarce energy assistance dollars to go to those whose need is even greater.

Q.
Can weatherization benefit higher income customers?

A.
Weatherization reduces expenses associated with the collection activities of the utility, since households are better able to pay their bill in full.  It reduces the dollar amount of late payments and the amount of uncollectible expense.  Disconnection and reconnection expenses are decreased.   All of these actions benefit the other utility customers.  These types of savings must be tracked by the Staff and Company to determine the level of benefits this program will provide to all customers of Aquila, Inc.’s Missouri customers.

Q.
Aside from utility-sponsored programs, is there any other source of weatherization funds for households in Missouri?

A.
Yes.  The Missouri Department of Natural Resources provides weatherization through its Low-Income Weatherization Assistance Program (LIWAP.)  This program has been in existence since 1977.

Q.
Please describe the program.

A.
LIWAP uses funds from the Department of Energy to weatherize eligible households.  To participate in this program, households must:

· Be at or below 150% of the Federal Poverty Level (FPL).

· Apply for LIHEAP assistance.

· Reside in a home that is structurally sound enough to be weatherized.

Q.
Why does Staff believe that Sedalia would be a good choice for this type of program?

A.
Staff looked at various characteristics of the gas territories that Aquila Inc. serves, and it appears that the Sedalia area would provide a good base for an experimental program that includes weatherization.  First, about 80% of the homes in Sedalia are heated with natural gas.  That’s quite a bit higher than the state average of 57.5%. (Source, United States Census Bureau.)  Second, the housing stock in Sedalia is relatively old, especially that of the lower-income residents.  Of home-owners with income below the FPL in 1999, 85% lived in a home that was built before 1970, compared to 59% state-wide.  The comparison for renter-occupied housing units for this income category is less dramatic, 58% vs. 54% statewide.  The age of the house is an important factor, because homes built before the energy crisis of the mid-70’s are more likely to lack adequate insulation and other energy-saving features.

Finally, Staff met with the Missouri Valley Community Action Agency (MVCAA), which serves this area.  MVCAA currently administers the LIWAP funds, and can provide outreach and weatherization services with a minimum of added administrative costs and start-up time and activities.

Q.
How should the weatherization program be structured?

A.
Staff believes that it would be appropriate to offer energy audits and weatherization services to households whose income is in the range of 50% - 125% of the FPL.  Other than the income level criteria, which is somewhat narrower than the Federal program, we believe that the program should be structured the same as the LIWAP to facilitate ease of administration.

Q.
What if a customer’s home is so structurally unsound that it cannot be weatherized?

A.
If the customers’ home cannot be weatherized due to the condition of the residence, the customer will not qualify for the experimental program, but will be referred to other programs for which they may be eligible.
Q.
Are there other benefits to combining this program with existing weatherization programs?

A.
Yes.  MVCAA has a waiting list for the LIWAP weatherization program.  Some of these applicants are Aquila gas customers.  Since this program is aimed at Aquila’s gas customers, it will shorten not only the waiting period for these customers, but also the waiting time for all other residents on the waiting list.

Q.
Does this conclude your direct testimony?

A.
Yes
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