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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. Box 7800, Jefferson City, Missouri 65102.  I am also employed as an adjunct Economics Instructor for William Woods University.

Q.
Have you previously filed testimony in this proceeding?

A.
Yes, I submitted rebuttal testimony addressing the gas supply incentive plan (GSIP) component of Public Counsel’s weather mitigation proposal on August 2, 2002.  

Q.
What is the purpose of your surrebuttal testimony?

A.
I am presenting Public Counsel’s response to portions of the rebuttal testimony of Michael Cline and Paul Raab filed on behalf of Laclede Gas Company.

Q.
public counsel’s rebuttal testimony recommended that the commission adopt the opc comprehensive weather risk solution that included a gsip proposal and a revised margin rate block rate proposal.  laclede’s rebuttal and direct testimonies in this case recommended two different weather mitigation proposals (the wmc and the rate design weather mitigation proposal.)  would public counsel support a commission decision in this case that sought to combine either of the laclede weather mitigation proposals with the opc gas supply incentive proposal?
A.
No.

Q. 
please explain why not.

A.
 Both of the Laclede Weather Mitigation proposals have a number of detrimental aspects for consumers and the public interest that cannot be overcome even if coupled with the OPC GSIP proposal.  These detriments are identified and explained in the rebuttal and surrebuttal testimonies of Ryan Kind and Hong Hu. Therefore, OPC recommends that the Commission reject any attempt to combine OPC’s GSIP proposal with either of the Laclede weather mitigation proposals.  If the Commission wishes to address weather risks, Public Counsel’s proposal, as a package, represents a comprehensive plan.  It offers potential benefits to consumers as well as some predictable, measured movement toward the Company’s goals of diminished weather risk and reinstating a GSIP.  We believe our proposal reflects a good faith and meaningful effort to offer a constructive and balanced approach to addressing the weather risks faced by both the Company and its customers.  From OPC’s perspective, it already reflects meaningful concessions, and we ask that the Commission sustain the balance it strikes by adopting it as a package. 

Q.
What if Laclede were to suggest modifying OPC’s GSIP proposal to increase the share of savings the company would retain? Would Public Counsel be supportive of this approach? 

A.
No. Certainly the OPC proposal it is not as “rich” or complex as Laclede’s previous GSIP. However, Public Counsel has given substantial consideration to determining appropriate levels for the sharing percentages, price thresholds, and potential total compensation that will provide the correct incentives to Laclede at a price that is acceptable to consumers and consistent with promoting the public interest.  We would strongly oppose lowering the GSIP achievement bar or sweetening the GSIP pot for a number of reasons.  The first is that consumers already bear the cost of the expenses related to achieving commodity cost reductions (since these costs are reflected in the non-gas rates that are the subject of this rate case) so the GSIP should focus on rewarding superior performance in achieving cost reductions.   Second, setting reasonable benchmarks and measured compensation levels will avoid the GSIP becoming simply a give-a-way program and profit center that may offset the need for efficiency in the Company’s day to day operations.  

Q.
what if laclede suggests modifying opc’s gsip proposal to add new components? would public counsel be supportive of this approach?

A.
No.  We encourage the Commission to avoid recommendations that seek to tack on additional components to OPC’s GSIP proposal.  Exclusively targeting the commodity cost of gas places the emphasis squarely on the area of gas costs, which represent the lion’s share of cost to the consumer and the area where customers are most vulnerable to substantial bill impacts.  Furthermore, exclusively targeting the commodity cost avoids implementing individual components where the interplay between them may create perverse incentives and unanticipated outcomes.

q.
what should the commission do if laclede rejects accepting the unmodified gas incentive plan in this case?

A.
Unfortunately, as I indicated in my testimony regarding Laclede’s previous experimental GSIP, what the Company demands for attempting to achieve the desired result may be beyond what consumers should reasonably be expected to pay. If that turns out to be the case in this proceeding, we would not suggest that this plan be forced on Laclede.   However, we would encourage the Commission to provide flexibility to the Company by indicating in its report and order that despite Laclede’s current unwillingness to accept the unmodified OPC gas incentive plan, the company may at anytime file tariffs for Commission’s consideration that are consistent with its terms. 

Q.
On page 18 of his rebuttal testimony, Mr. Raab suggests that if low-income consumers are high use customers, then the Company’s WMC will provide greater benefits to low-income customers during the very time their bills are likely to be highest.  Are low-income consumers typically high use customers?

A.
No.  In case GR-2001-292, Public Counsel witness Roger Colton presented information from the U.S. Department of Energy, from the U.S. Department of Health and Human Services (which administers the Low-Income Home Energy Assistance Program (LIHEAP)) and from the U.S. Bureau of Labor Statistics Consumer Expenditures Survey (CES) demonstrating that low-income consumers actually have below average natural gas usage.  Some of the primary findings presented were:

1)
In the January 2001 analysis, the U.S. Department of Energy concluded: “ . . .natural gas consumption and expenditures per household did vary by household income—higher income households consumed more and spent more on average.  Higher income households lived in larger housing units, which require more energy for heating.”  

2)
The DOE findings were consistent with results published in the LIHEAP Home Energy Notebook for Fiscal Year 1998, prepared in October 2000 by the Division of Energy Assistance within the Office of Community Services low-income. The 1998 LIHEAP Home Energy Notebook reported that Midwest households using natural gas as their primary heating fuel have average annual energy expenditures of $1,163, while non-low-income households have average annual expenditures of $1,394. Home energy expenditures for the average household are $1,328.  

3)
The finding that low-income consumers are not high use consumers is also supported by the annual Consumer Expenditures reported by the U.S. Department of Labor, Bureau of Labor Statistics. Based on actual data provided by households, there is a direct relationship between income and natural gas expenditures.  The results of the Consumer Expenditure Survey back through 1994 were also presented in the surrebuttal testimony of Public Counsel in GR-2001-292.  The results indicated that while households with incomes of less than $5,000 had natural gas expenditures of $193, households with incomes of $20,000 to $30,000 had expenditures of $352, and households with income over $70,000 had natural gas expenditures of $528.  Each level of higher income reported higher natural gas expenditures.


Mr. Colton’s most recent paper published the April 2002 Electricity Journal finds similar results for electric usage.  He concludes that “…. it is necessary to find that proposals to move a greater proportion of utility bills to fixed monthly charges are regressive in nature and will tend to impose adverse impacts on low-income consumers.” 

Q.
Are you familiar with any studies that purport to show that natural gas use may decline with income?

A.
Yes, I am familiar with some research initially conducted by Dr. Phil Thompson while employed by Public Counsel and later presented in an MGE sponsored study. 

Q.
What are your impressions of the research?

A.
Upon Public Counsel’s review, we found that the study methods and underlying data are unreliable in determining the relationship between income and natural gas use.  Probably the clearest indication that the study does not accurately characterize the usage pattern of low-income consumers is that the results are in direct conflict with empirical evidence reported by recognized national sources of information on low-income natural gas usage patterns. 

Q.
Does this conclude your testimony?

A.
Yes, it does.
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