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Q.
Please state your name, title, and business address.

A.
Barbara A. Meisenheimer, Chief Utility Economist, Office of the Public Counsel, P. O. 2230, Jefferson City, Missouri 65102.  

Q.
Have you testified previously In This Case?

A.
Yes, I filed direct testimony on January 13, 2004

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to respond to the direct testimony of: Public Service Commission Staff witness Anne Ross regarding the Staff’s proposed design of a low-income experimental program; Missouri Department Of Natural Resources (MDNR) witness Anita Randolph regarding the proposed energy assistance and energy efficiency programs, and Staff witness Thomas Imhoff regarding non-gas rate design.  

Low-Income Program

Q.
What experience do you have regarding programs to assist low-income utility consumers?

A.
In the area of telecommunications I have served on the Federal/State Universal Service Joint Board Staff for a number of years.  In this capacity I have reviewed information on the design of state and federal low-income programs, assisted the Federal/State Joint Board in preparing recommendations for the FCC in implementing the Federal Lifeline and Link-Up programs and in developing guidelines for state programs.  In this capacity I also review Joint Board Monitoring Reports and FCC Telephone Penetration Report designed to evaluate the performance of the Federal and state programs.  At the State level, I participated in industry workshops to develop the low-income and disabled components of the Missouri Universal Service Fund (MoUSF) and currently assist the Public Counsel in his duties as a member of the Missouri Universal Service Board.  The Missouri Universal Service Board is charged with oversight of the administration of the MoUSF.  Currently it is working toward implementing the low-income component of the MoUSF.  I also served on the committees that developed and provided oversight for the Telecommunications Equipment Distribution Program for first the PSC and later the Department Of Labor.  This program provides telecommunications equipment for Missouri’s disabled consumers including many that are low-income consumers.    

             Finally, on behalf of Public Counsel, I worked with the Department Of The Census to develop data designed to identify low-income household telephone subscribership stratified by percentage of the federal poverty level in order to develop recommendations to better target low-income support.  

            With respect to low-income programs and energy efficiency programs for natural gas utilities, I participated in the Public Service Commission’s Natural Gas Task Force Workshops, reviewed Roger Colton’s testimony filed on behalf of Public Counsel in GR-2001-272 regarding the appropriate design of an experimental low-income program for Missouri Gas Energy, reviewed the report that Mr. Colton has recently completed on the results of that program and filed testimony in response to Laclede Gas Company’s proposal to implement an arrearage forgiveness program in GT-2003-0117.  In both the areas of telecommunications and natural gas I have attended public hearings in which customers at differing income levels have testified regarding the impact of rate increases.   

Q.
What do you believe is the relevance of this experience?

A.
First, in activities associated with developing recommendations to assist low-income consumers I have had an opportunity to meet and learn about low-income issues from many individuals who deal with those issues on a day to day basis including representatives from DNR, the Department Of Social Services, the American Association Of Retired Persons, Community Action Agencies, the Consumer Energy Council Of America and a number of low-income and disabled consumer advocates.   I have also participated in several meetings with individuals who work with the MDNR Energy Center.

Q.
Based on your experience, what needs do you believe should be balanced in adopting programs to assist low-income and weatherization programs?

 A.
I believe it is paramount to balance the need for low-income and energy efficiency programs with the need to ensure that Missouri’s utility consumers pay rates that are just and reasonable.   To the extent that ratepayers are called upon to fund low-income and energy efficiency programs, the programs should be designed so that they can reasonably be expected to balance the interests of those who receive support with the interests of those who provide it.   Ratepayer funding for programs that cannot reasonably be expected to balance both interests should not be imposed through the ratemaking process unless there is a specific legislative mandate to do so.  Further, I believe it appropriate for the Commission to require that a party that proposes a particular program demonstrate the likely success of the program and that success will not come at an unreasonable cost.

Q.
Do you have any educational training in the design or evaluation of experiments?

A.
Yes.  I have taken classes in statistics and experimental design.

Q.
Do you have any general observations regarding experimental design that you believe are relevant to this case?

A.
Yes.  There are alternative definitions of the term “experiment”, some akin to pure exploration, but in order to aid in this discussion I thought it would be helpful to provide one I believe is relevant in designing low income programs that are paid for by captive rate-payers. An experiment is a test or investigation, planned to provide evidence for or against a hypothesis. The most reasonable experiments that could be conducted with ratepayer dollars are those with a meaningful hypothesis. A hypothesis is a suggested explanation for a group of facts or phenomena, either accepted as a basis for further verification (working hypothesis) or accepted as likely to be true.    

Q.
Has Public Counsel supported experimental low-income and weatherization programs?  

A.
Yes, Public Counsel has been active for over 10 years in proposing and supporting weatherization and low-income proposals on an experimental basis in cases were we believed such programs were likely to produce meaningful results while also reasonably balancing the interests of the program recipients and the rate-payers who fund the programs.  Despite limited resources, the Public Counsel has been very committed to these efforts.   Public Counsel retained a national expert, Mr. Roger Colton, to testify regarding the proper design of low-income programs in Missouri Gas Energy’s last rate case.  Public Counsel has also proposed and supported experimental low-income weatherization programs.  In particular, we have been very supportive of MDNR’s low-income weatherization programs.  

Q.
Do you recommend that the Commission adopt Staff’s proposed experimental program for Sedalia?

A.
Not as currently proposed.  There are many unresolved issues associated with the Staff’s proposal including;

               What is the number of households other than those weatherized under the program that         will receive discounted rates?

              Whether the number households other than those weatherized under the program that will    receive discounted rates plus the 20 that could be weatherized will constitute a large             enough  sample to provide meaningful evaluation of the program?

              What are the methods and costs associated with evaluation of the program?

              What specific information will be gathered to evaluate the program benefits to                       participants and non-participants?   

              What is the proposed margin rate discount?

               What is the administrative cost?

              In addition to these unanswered questions that need to be answered, Public Counsel believes that the program proposal suffers from public policy flaws. However, if the Commission directs the modifications to the program that I discuss below and the total funding requirement is reasonable, we could support a low-income program on an experimental basis.

Q.
Hasn’t Public Counsel stipulated that a similar experimental      proposal should be implemented for AmerenUE?

A.
No.  Although the Staff sought a similar program, Public Counsel stipulated that the details of an AmerenUE program would be addressed in a collaborative.  Details that cannot be resolved will be brought to the Commission.  We hoped that either through negotiations or decisions by the Commission our concerns regarding appropriate program design could be addressed prior to similar programs being proposed.  However, the collaborative was not underway prior to the filing of this testimony so we are presenting our concerns in the current case.  

Q.
What elements of the program do you believe the Commission should modify?

A.
I believe the qualifying conditions should be modified to avoid excluding the neediest customers from qualifying.  A primary concern is that the program as currently proposed is not equally accessible to all low-income consumers.  Customers below 50% of the poverty level are excluded from receiving the program’s reduced rates unless their homes have been weatherized in the past 10 years under certain guidelines.  This differs from the program benefits offered to low-income consumers ranging from 50% to 125% of the federal poverty level who can receive both a reduced rates and weatherization under the program.  The Staff’s apparent reasons for this differing treatment are that the lowest income consumers simply can’t be helped
, that the program goal is to assist retired and working low-income consumers
 and that the Staff wants to maximize participation.
  I have significant concerns regarding these as a basis for designing a low-income program.  My first concern is that the Staff’s testimony provides no evidence that consumers below 50% of the federal poverty level could not improve timeliness of payment and reduced arrearages and disconnects if receiving meaningful assistance.  The second concern I have is that in my opinion it is bad public policy to fail in assisting the most needy if the program can be designed to achieve success for those consumers.  The third concern is that differing treatment is only appropriate if customers can be shown to not be similarly situated and using criteria of “working” or “retired” versus “not working” and “not retired” does not seem to be a relevant or meaningful basis to discriminate.  Even if it were a reasonable basis, there is insufficient evidence to demonstrate that the Staff’s criteria would successfully weed out those consumers the Staff has proposed.  For example, some types of workers such as farm workers or maids that have retired or disabled people dependent on SSI may not achieve 50% of the federal poverty level.
  I contacted Meg Powers PhD, President of Economic Opportunity Studies, Inc. regarding excluding certain consumers below 50% of the federal poverty level.  She indicated that excluding consumers below 50% of the federal poverty level would be “very strange” in terms of low-income program design and was unaware of any programs with such a condition. 
 A final concern I have regarding excluding many of the very poorest customers from this program is that, although not eligible, these customers will be required to help pay for the reduced rates and other program benefits afforded to participants at higher income levels.  I strongly recommend that the program be equally accessible to customers below 50% of the federal poverty level.

Q.
What is your next proposed modification to the Staff’s low-income program?

A.
I believe that low-income program participation should not be tied to weatherization. This should not be interpreted to mean that I believe low-income weatherization is not of value or should not occur.  To the contrary, later in my testimony I will discuss Public Counsel’s support for a low-income weatherization program.  However, I see two difficulties in tying a low-income discount program to required weatherization in this case..  The first is that the Staff’s proposed weatherization component is $50,000 and is estimated to cover the cost of only 20 dwellings.  This would result in an extremely small sample to evaluate the success of the program.   Further, there is little evidence to provide assurance that a mixed sample of newly weatherized and previously weatherized homes will provide a homogeneous sample upon which valid comparisons can be made.  For example, if windows have been broken over the years in a home of a customer below 50% of the poverty level and the customer could not afford to replace them, the home would reasonably require greater energy use and likely skew the evaluation results to indicate that the customers below 50% of the poverty level achieved relatively lower success in the program.  The second concern I have with required weatherization for participation in the low-income discount program is that there tend to be greater obstacles for renters than for homeowners in agreeing to weatherization.  Renters must receive approval by the owner.  In addition, once improvements are made, the landlord may attempt to extract greater rent thus making it less likely that renters would benefit from the program.  I recommend that the Commission decouple low-income discount availability from low-income weatherization.

Q.
What is you next proposed modification?    

A.
The level of program discounts should be set in a manner that meaningfully addresses energy burden.  I agree with the Staff’s observation that “energy burden” is a significant factor that affects a low-income consumers ability to pay their energy bills.  I believe that a program that provides rates or discounts reflective of energy burden will prove more meaningful than the Staff’s current proposal to provide a uniform discount to all qualified customers.  I have included a report prepared by Roger Colton who performed an evaluation of the MGE experimental low-income program.   On page 1 of the report, Mr. Colton provides a table showing the energy burden associated with various percentages of the federal poverty level.  The table indicates that, over the range of 50%-74% of the federal poverty level, the energy burden was 15.4%, while in the range of 100%-124%, the energy burden was reduced to 8.5%.  It is also significant to note that, in the range below 50% of the federal poverty level, the energy burden was 38%.  Mr. Colton’s analysis concluded that the MGE program, which provided “tiered” bill discounts, was successful in reducing the incidence and rate of nonpayment and reducing the incidence and level of arrears.  Dr. Powers also indicated that rates based on reducing energy burden or tied bill discounts could appropriately target support.  Despite recognition of the importance of energy burden, the Staff’s testimony provides no evidence that the discounts proposed will be sufficient to offset the energy burden faced by those who will participate.  Mr. Colton’s testimony in GR-2001-292, indicates that a sustainable total utility burden is in the range of 6%-8% for utility services excluding phone service. 

             
According to the U.S. Department of Housing and Urban Development (HUD), a household experiencing total shelter costs in excess of 30 percent of income is likely to be over-extended.  HUD defines total shelter costs to include housing (rent or mortgage) plus the cost of all utilities except telephones.  As a practical matter, a consumer who pays 10 percent or more of his or her income for home energy costs is not going to experience total shelter costs of 30 percent or less.  In addition, the Federal National Mortgage Association (FNMA or Fannie Mae) has indicated that utility bills should not generally exceed 20% of total shelter costs.  If total shelter costs were in the range of 30% (or even 40%) of income, this would yield sustainable utility burdens of from 6% (30% x 20%) to 8% (40% x 20%) of income . . .

             Mr. Colton further explained that natural gas is only one component of total energy burden and that taking this into consideration 4% would be an appropriate target for natural gas.   I have included Attachment 3, which show the income, levels relative to the 2003 federal poverty level and the natural gas expenditures at 4% of income.  Based on Residential Sales Volumes, average annual bills (= Bills/12) for residential customers on the MPS North/South systems, and a factor of 90% to reflect lower usage by low-income consumers, I calculate that the average low-income residential natural gas expenditures of $626. The Staff proposal provides discounted rates November - March.  


Staff’s testimony does not specify a discounted non-gas commodity rate but assuming the same percentage discount as applied to the PGA rate Staff proposes I calculate an average low-income annual cost of $432.41.  At this estimated discount level the annual average cost would exceed an affordable gas burden for households at many levels relative to the federal poverty level.  This is shown with light shading in Attachment 3.    Given that the discounts would fail to achieve an affordable level for all but the higher income levels I do not believe the proposal can be assumed likely to succeed generally in assisting low-income households to reach an affordable natural gas burden.  Further, for a number of households at and above 100% of the federal poverty level the subsidy the Staff proposes is unnecessary to achieve a natural gas burden of 4% or less of income.  This is shown with dark shading in Attachment 3.   The significance of funding above that necessary to offset the natural gas burden is that natural gas rate-payers will be providing support which goes beyond the realm of affordable natural gas rates and arguably will provide no offsetting system benefits.  I recommend that the Commission modify the program to provide tiered bill discounts as was adopted for the MGE experiment.  Tiered bill discounts would better target support based on need and would be less administratively burdensome than developing and applying individual rates by household.  The discounts for the MGE program included monthly $40 bill reductions for customers at or below 50% of the poverty level and $20 for customers from 51% to 100% of the federal poverty level.  Attachment 3 provides a comparison of the $40 and $20 tiered structure to the Staff structure assuming an average low-income residential natural gas expenditures of $626. If the Commission wanted to more closely target rates to need, additional tiers could be added.   Again assuming average low-income residential natural gas expenditures of $626 I have provided an example of more targeted tiered discounts and how the results compare with the Staff and MGE structures.   

Q.
What is your next proposed modification to the Staff’s low-income program?

A.
I believe the Commission should eliminate the ECIP restriction.  The Staff proposes that program participants would be excluded for receiving Emergency Crisis Intervention Program assistance ECIP program which provides emergency help with fuel bills or essential electric service, to prevent shut off or obtain a delivery of bulk fuels.  I am concerned that consumers could be forced to risk service disconnection by staying on the program when they might otherwise qualify for emergency assistance and would otherwise qualify for continued participation in the program.

Q.
Do you have recommendations with respect to the type of INFORMATION THAT should be gathered to evaluate the programs success?

A.
Yes.  I would suggest that at a minimum the same type of data used by Mr. Colton to evaluate the MGE program be gathered to evaluate new programs adopted by the Commission.  This would include information on customer bills, customer payments and records of various forms of customer collection efforts.

Q.
Do you have recommendations with respect to the level of administrative COST THAT should be allowed under the program?

A.
I do not have a specific recommendation at this time.  However, at the time Laclede proposed the Catch Up Keep Up program, I reviewed administrative cost associated with various charitable organizations that State Employees may make contributions to through automatic payroll deductions.  Based on that review and my understanding of the Laclede program, I proposed 5% as a cap on administrative cost.  If the Staff or any other party believes a higher or lower level is required, I would invite them to provide further evidence on the issue. 

  Q.
If thE Commission accepts your proposed revisions What level of Funding would you suggest?

A. 
The MGE program was funded through a charge of about $.08 per month per customer.  At this rates  
Q.
Is there information that you believe would be helpful to evaluate whether the Staff’s low-income proposal reasonably balances the interest of participants with the interests of the RATEPAYERS who will be called upon to fund the program?

A.
Yes.  The Staff provides little information quantifying any specific offsetting system-wide benefits it anticipates will result from its program.  Since the Staff proposes that the funding will come from other ratepayers’ pockets it seems reasonable for them to demonstrate what anticipated benefits ratepayers can anticipate in return.  Mr. Colton preformed such an analysis for the MGE program in which discounts were more appropriately targeted toward the need associated with natural gas burdens and estimated that approximately 64% of explicit costs were offset.  If the Commission accepts the modifications I have proposed, I would anticipate a similar offset adjusted for potential differences in administrative cost.     Since it appears that the Staff’s program “as proposed” provides more assistance than would be needed for customers closer to the federal poverty level and less support to customers most at risk from unaffordable natural gas burdens, I would expect a substantially lower offset of explicit costs. 

Q.
Do you have recommendations with respect to any collaborative or workshops that might need to occur before the program begins?

A.
Yes.  I believe a collaborative or workshop might be necessary and I encourage the Commission to ensure that the process will be accessible to all interested entities.  Given that the experimental programs might eventually form the basis for statewide programs, it should provide an opportunity for interested entities or individuals who are knowledgeable but who are not participating in this particular case before the Commission to observe and provide suggestions on how such programs can best be implemented.  If a collaborative or workshop is not open and accessible to the public, then I would suggest the Commission hold public hearings or open meetings to gather input on the appropriate design, implementation and customer impacts associated with this program.  

Low-Income Weatherization   

Q.
Does Public Counsel support a low-income weatherization program for Aquila?

A.
Yes. We agree with MDNR that low-income weatherization is effective in benefiting low-income consumers by helping to make natural gas bills more affordable.  We do recommend that the level of funding be reduced to an amount proportional to the amount other LDCs' customers fund for weatherization programs.  Based on program cost and customer numbers for Laclede, MGE and AmerenUE (excluding the $50,000 weatherization money associated with the low-income discount p

rogram) I calculate a range of less than 5 cents per month for Lacledes ratepayer’s to just under 13 cents per month paid by AmerenUE’s customers.  Compared to these other LDCs the number of Aquila gas customers is closest to the number served by AmerenUE.  Calculating 13 cents per month per customer would produce a per customer payment proportional to AmerenUE for a total of $81,029 annual low-income weatherization funding. I have recommended decoupling the experimental low-income discount from weatherization in the Staff’s proposal.  If the Commission adopts my recommendation to decouple the experimental low-income discount from weatherization but would like to further increase weatherization funding, I would suggest adding at most 4.2 cents per month per customer which is proportional to the additional amount AmerenUE customers will pay for the weatherization component of the experimental low-income program.  This would produce $26,139 in additional annual funding for low-income weatherization bringing the total to $107,168.        

Energy Efficiency Proposals 

Q.   Do you support MDNR’s proposal for a Residential Efficiency 


program and Commercial Efficiency program?

A.
We cannot support these programs at this time if they are to be funded by ratepayers.  As MDNR witness Anita Randolph acknowledged on page 2 of her direct testimony, Aquila is seeking a substantial rate increase of over 6 million dollars in this case with over 90% of the increase sought from residential and commercial customers. The proposed rate increases together with the general burden associated with a sluggish economy do not provide a good environment for testing new programs which are not need based and are conducted at rate-payer expense.  Further, I would not expect energy efficiency programs to provide similar system benefits to the general body of natural gas ratepayers as they might provide to the general body of electric customers.  For example, incremental reductions in natural gas usage do not affect avoided production cost in the same manner, as might incremental reductions in electric usage because local gas distribution companies do not produce the commodity, as do many electric utilities.  

Rate Design

Q.
Do you agree with Staff witness Thomas Imhoff’s proposal that rates for the MPS- Eastern District be set at the rates determined for MPS -North/South District?

A.
No.  To set the rates for the MPS- Eastern District be set at the rates determined for MPS -North/South District would not appropriately attribute to the Company the uneconomic cost associated with choosing to enter and compete in the MPS-Eastern District.  As shown in my direct testimony, the Commission clearly indicated that responsibility for the decision was the Company’s.  

q.
does this conclude your testimony?

A.
Yes, it does.

� See page 5, line 1-4, of the direct testimony of Anne Ross.


� See page 12, line 21-22, of the direct testimony of Anne Ross.


3 See page 16, line 11-13, of the direct testimony of Anne Ross. 


� This example was suggested in a conversation with Meg Power PhD, President of Economic Opportunity Studies, Inc.   


� Dr. Power has published a number of articles and performed studies for governmental interests and independent interest groups.  


� Direct testimony of Roger Colton,  filed in GR-2001-292, p. 9.
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