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SURREBUTTAL TESTIMONY OF SCOTT A. WEITZEL  1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is Scott A. Weitzel and my business address is 700 Market Street, St. 3 

Louis, Missouri 63101.  4 

Q. ARE YOU THE SAME SCOTT A. WEITZEL WHO PREVIOUSLY FILED 5 

DIRECT AND REBUTTAL TESTIMONY IN THIS PROCEEDING?  6 

A. Yes, I submitted direct and rebuttal testimony on behalf of both Laclede Gas 7 

Company (“LAC”) in Case No. GR-2017-0215 and Missouri Gas Energy 8 

(“MGE”) in Case No. GR-2017-0216.  9 

I. PURPOSE OF TESTIMONY 10 

Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY IN 11 

THIS PROCEEDING?  12 

A. The purpose of my surrebuttal testimony is to respond to the issues raised and 13 

positions taken by witnesses for the Staff of the Missouri Public Service 14 

Commission (“Staff”), the Office of Public Counsel (OPC), and other parties in 15 

their rebuttal testimony. Specifically, I will respond to the testimony submitted by 16 

these parties relating to: (a) storage inventory in rate base; (b) Revenue 17 

Stabilization Mechanism (“RSM”), rate design and customer charges; (c) PGA 18 

items which include OSS and GSIP; (d) therm billing for MGE; and (e) tariffs. 19 

II. GAS STORAGE INVENTORY FINANCING COSTS 20 

Q. WHAT IS YOUR UNDERSTANDING OF STAFF’S POSITION ON 21 

NATURAL GAS AND PROPANE INVENTORIES? 22 
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A. Staff witness David Sommerer states “The preferred ratemaking treatment for gas 1 

inventory carrying costs in these proceedings should be to include them in rate 2 

base” (Sommerer Rebuttal, p. 5), rather than in gas costs, which would be 3 

consistent with the other utilities in Missouri. 4 

Q. WHAT IS THE COMPANY’S RESPONSE TO STAFF’S POSITION? 5 

A. Staff’s position aligns with the Company’s position on this matter, so Staff, LAC 6 

and MGE are in agreement.  Including LAC’s storage gas inventories in rate base 7 

will make LAC’s treatment of these inventories consistent with MGE’s, and with 8 

the other Missouri gas utilities.  Staff’s position is consistent with its longstanding 9 

policy of limiting the types of costs that are included in the PGA adjustment 10 

mechanism. 11 

Q. WHAT IS YOUR UNDERSTANDING OF OPC’S POSITION ON GAS 12 

INVENTORY CARRYING COSTS? 13 

A. OPC witness Charles Hyneman opposes including natural gas storage costs in rate 14 

base.  (Hyneman Rebuttal, pp.  6-16). 15 

Q. WHAT IS THE COMPANY’S RESPONSE TO OPC’S POSITION? 16 

A. The Company does not support OPC’s position.  MGE has historically included 17 

its natural gas inventories in rate base.  Staff noted that, in addition, “all other 18 

Missouri LDCs have used the ‘rate base’ approach to recover carrying costs 19 

associated with gas inventory in their Missouri jurisdictions” (Staff Cost of 20 

Service (“COS”) Report, p. 63).  MGE, Ameren, Liberty, and Empire all have 21 

storage inventory in rate base.  Including LAC’s storage inventory in rate base 22 

merely aligns LAC with MGE and the rest of the Missouri gas utilities. It would 23 
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also provide the Company with a more consistent and less complicated way to 1 

account for these costs since the Company would be able to administer storage 2 

inventories in one manner instead of applying two different ratemaking 3 

treatments.   4 

Q. IS LAC ASKING THE COMMISSION TO CHANGE MISSOURI POLICY 5 

ON GAS STORAGE INVENTORIES? 6 

A. No, LAC is not proposing a change in Missouri ratemaking policy. To the 7 

contrary, in this instance, LAC is asking that it be treated the same as other 8 

Missouri gas utilities; a result that would also align it with the practices of the 9 

interstate pipelines that serve it and is also consistent with Federal Energy 10 

Regulatory Commission (“FERC”) regulation.  The treatment proposed by the 11 

Company for storage inventories is also consistent with the regulatory treatment 12 

afforded other inventories the Company owns, like materials and supplies, that are 13 

necessary to provide natural gas service to customers.  In contrast, OPC does not 14 

explain why maintaining gas storage inventories in rate base is acceptable for 15 

every Missouri gas utility but LAC.  16 

Q. IS OPC CORRECT THAT INCLUDING INVENTORY IN RATE BASE 17 

WILL INCREASE RATES BY $7 MILLION? 18 

A. No, this would simply be returning gas inventory costs to where it is included for 19 

all other utilities.  Nor is the amount calculated by Hyneman in his analysis 20 

necessarily correct or complete. 21 

Q. WHY IS THAT? 22 
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A. First, Mr. Hyneman calculated the difference using the Company’s proposed 1 

return on rate base rather than the much lower rate of return proposed by OPC’s 2 

own witness, Mr. Gorman.  Second, the difference between return on rate base 3 

and the short-term debt rate which Mr. Hyneman’s analysis assumes will remain 4 

constant is, instead, likely to fluctuate between rate cases.  If the difference 5 

between the two rates narrows, so will the monetary difference between the two 6 

treatments.  Finally, rate-basing these inventories locks them in at the current cost 7 

of gas.  Today, LAC can adjust for the cost of gas in the PGA.  In rate-basing 8 

these costs, any increase in the cost of gas or the cost of debt would not be 9 

recovered in rates, so LAC, like MGE, would be at risk for such changes.   10 

Q. AT PAGE 14 OF HIS REBUTTAL TESTIMONY, OPC WITNESS 11 

HYNEMAN ARGUES THAT GAS INVENTORY FINANCING COSTS 12 

ARE A “PURE, CLEAR AND IDENTIFIABLE COST OF NATURAL 13 

GAS.”  IS THAT ARGUMENT CONSISTENT WITH PREVIOUS OPC 14 

POSITIONS? 15 

A. No.  OPC argues here that gas financing costs are a gas cost, but in Case No.GT-16 

2009-0026, OPC argued that the gas cost portion of bad debt is not a gas cost.  17 

When the Company bills its customers, part of the bill is for distribution cost and 18 

part of the bill is for gas cost.  When the customer does not pay the bill, the 19 

Company experiences distribution cost bad debt and gas cost bad debt, yet OPC 20 

argued, and the Commission agreed, that the gas cost included in bad debt was not 21 

a gas cost.   22 

Q. WHAT DID STAFF ARGUE IN CASE NO. GT-2009-0026? 23 
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A. In that case, Staff argued that the gas cost portion of bad debt is not a gas cost.  1 

Staff witness Sommerer’s position in this case is consistent with Staff’s earlier 2 

position in Case No. GT-2009-0026 and, as stated above, consistent with Staff’s 3 

long-standing policy to limit the types of costs recovered through the PGA.  4 

Conversely, OPC’s position is inconsistent with its prior position.  5 

III. REVENUE STABILIZATION MECHANISM (RSM) 6 

A. STATUTE  7 

Q. STAFF WITNESS STAHLMAN CLAIMS THAT SPIRE’S RSM 8 

PROPOSAL DOES NOT QUALIFY UNDER RSMO 386.266.3 (“THE 9 

STATUTE”).  DO YOU AGREE? 10 

A. No.  I do not.  Staff witness Stahlman claims that the proposed RSM is not 11 

authorized under the Statute as it would not only adjust for weather and 12 

conservation, as prescribed by the Statute, but would also be impacted by 13 

additional factors such as fuel switching, rate switching, new customers with non-14 

average usage, and economic factors, due to the average use-per-customer 15 

construct used in the RSM.1  As Staff itself has recognized, however, the 16 

overwhelming majority of the variation in average use per customer is due to 17 

weather.  The only other consistently meaningful variation is caused by 18 

conservation. While the other items can be both positive or negative adjustments 19 

in a manner similar to weather, they are much smaller in scale and so can be 20 

considered immaterial.  Therefore, the RSM’s adjustment for differences in 21 

average use is, for all intents and purposes, due entirely to changes in weather and 22 

                                                           
1 Staff witness Stahlman Rebuttal Testimony, p. 6 
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conservation.  The other items identified by Staff witness Stahlman are so 1 

miniscule relative to the customer base as to be virtually non-existent.  In essence, 2 

Mr. Stahlman’s concerns pale in comparison to the significant benefits the RSM 3 

provides.   4 

Q. WILL YOU PLEASE EXPLAIN IN GREATER DETAIL WHY YOU 5 

BELIEVE THE POTENTIAL IMPACTS CITED BY MR. WITNESS 6 

STAHLMAN ARE SO IMMATERIAL?  7 

A. Yes.  First, based on the Company’s historical experience of very limited 8 

customer growth, it is unreasonable to assume that the Company would add a 9 

number of customers between now and the Company’s next rate cases that is 10 

significant enough to move the average use per customer in any material way.  It 11 

is further highly unlikely that the majority of additional customers will be low 12 

usage customers since approximately 95% of new additions in LAC and MGE are 13 

single family homes. It is just as likely, or more likely, that customer additions 14 

will tend to be above average use customers, which under the RSM would 15 

actually be a very slight detriment to the Company, assuming it had any 16 

perceptible impact at all.  In any event, to the extent there are additional low 17 

usage customers, they should be more than offset by additions of higher use 18 

customers.   In the end, when added to a customer base of residential and small 19 

commercial customers of over 600,000 in eastern Missouri, and nearly 500,000 in 20 

western Missouri, there is little chance that net customer growth within the 21 

historic norms of a few thousand a year would even have a rounding impact on 22 

the overall average use per customer. 23 
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Q. CAN YOU FURTHER ILLUSTRATE THIS IMMATERIAL EFFECT? 1 

A. To illustrate the immaterial impact of these other factors, assume that all the new 2 

residential customer actually added by the Company in 2017 had usage that was 3 

10% below the average usage then being experienced.  Even under such an 4 

implausible assumption, LAC’s residential average usage of 806 therms would be 5 

reduced to 805.7 therms, or less than a third of a therm.  Please see Schedule 6 

SAW-S1.  As previously noted, however, many customers will likely have usage 7 

that is above the average so even this miniscule impact would not occur. 8 

Q. ARE THE IMPACTS ON AVERAGE USAGE FROM THE OTHER 9 

FACTORS CITED BY MR. STALHMAN EQUALLY IMMATERIAL? 10 

A. Yes.  The number of customers in the residential and small commercial class that 11 

switch fuel during the period between rate cases is minimal. Moreover, fuel 12 

switching can result in either losing or adding appliances, which will also tend to 13 

cancel out any small usage impacts.  Moreover, to the extent that switching results 14 

in the loss or gain of the entire customer, not just their level of consumption, such 15 

customer changes are not adjusted for by the RSM.  Additionally, fuel switching 16 

is much more likely for large customers for whom energy prices are a significant 17 

operating expense.  The Company is not proposing that such customers be 18 

included in the RSM.   Since the statute applies to all commercial customers, the 19 

Company’s willingness to omit the larger commercial customers from the 20 

adjustment mechanism makes the proposed RSM more modest in scope. Finally, 21 

with the simplification and reduction in rate classes, the very limited amount of 22 
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class switching that could occur becomes even less likely and again would go 1 

both ways.  2 

Q. STAFF WITNESS STAHLMAN RAISES A DISTINCTION BETWEEN 3 

ENERGY EFFICIENCY AND CONSERVATION, IMPLYING THAT THE 4 

LEGISLATION DOES NOT APPLY TO CONSERVATION ACHIEVED 5 

THROUGH TECHNOLOGY.  WOULD YOU CARE TO COMMENT2? 6 

A. Yes.  As Staff witness Stahlman notes, the term ‘conservation’ is not defined in 7 

the statute.  The normal definition of ‘conserve,’ according to Merriam-Webster, 8 

is to “avoid the wasteful use of.”   It does not distinguish such avoidance based on 9 

whether or not technology is used; whether behaviors are modified to reduce 10 

unnecessary consumption of energy, or whether insulation is added to reduce loss 11 

of energy.  But even using the EIA’s definition in Mr. Stahlman’s testimony 12 

supports the interpretation that conservation includes energy efficiency, because 13 

‘energy conservation’ is defined as “any behavior3 that results in the use of less 14 

energy.”    Thus, energy efficiency is properly characterized as an element under 15 

the larger umbrella of “conservation” that is referenced in the statute.    16 

Q. ON PAGE 8 OF STAFF WITNESS STAHLMAN’S REBUTTAL 17 

TESTIMONY, HE CLAIMS THAT CUSTOMERS CAN USE BUDGET 18 

BILLING TO STABILIZE THEIR BILLS, AND THAT THE RSM CAN 19 

CAUSE LESS STABILITY.  HOW DO YOU RESPOND? 20 

                                                           
2 Staff witness Stahlman rebuttal testimony at p. 7 
3 Choosing to implement energy efficiency measures or purchase energy efficient appliances is a 

“behavior” 
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A. We do recommend budget billing to our customers as a means to smooth out their 1 

bills, but as we saw at local public hearings, some customers do not prefer budget 2 

billing for various reasons, including not liking a high bill in the summer when 3 

usage is low.  In fact, the percentage of customers who opt for budget billing has 4 

remained below a third of the Company’s customers over the years. In addition, 5 

budget billing would not prevent customers from overpaying the Company in cold 6 

winters, or help the Company avoid being underpaid in warm winters.  The 7 

stability provided by the RSM is that, regardless of the vagaries of weather, 8 

customers can count on paying the Company only the revenues it was designed to 9 

receive for its distribution operations, relieving customers of the risk that they will 10 

overpay the Company when increased usage in a cold winter combines with 11 

higher gas prices caused by higher demand to significantly increase bills.    12 

Q. ON PAGE 9 OF HIS REBUTTAL TESTIMONY, MR. STAHLMAN 13 

WORRIES THAT THE RSM WILL REMOVE A CUSTOMER’S ABILITY 14 

TO CONTROL THEIR OWN BILLS BECAUSE THEIR FINAL BILL 15 

WILL INCLUDE A RATE THAT IS A FUNCTION OF OTHER 16 

CUSTOMERS’ USAGE.  DO YOU AGREE? 17 

A. No, I do not.  Residential customers, for example, all have the same rate for their 18 

gas usage.  Therefore, each customer’s bills have always been based on all 19 

customers’ usage.  In the past, MGE and its customers avoided the risks 20 

associated with weather through a fixed monthly customer charge that recovered 21 

all of MGE’s distribution revenues– so customers had no control over this portion 22 

of their bill.  This stabilized customers’ bills but provided them with less incentive 23 
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to conserve.  The RSM permits the Company and the customers to reduce the 1 

impact of weather on what they collect or pay for service, but makes the 2 

Company much more flexible in accepting rate designs that can accomplish 3 

various goals, including promoting the very conservation that the RSM covers.  4 

Thus, the RSM increases the incentive for customers to conserve, and results in 5 

customers having more control over their own bills, not less.          6 

Q. OPC HAS LABELED THE RSM PROPOSAL AS SINGLE-ISSUE 7 

RATEMAKING. DO YOU AGREE? 8 

A. No. The Company’s RSM has been characterized as single-issue ratemaking by 9 

OPC witness Dr. Marke.4  However, it should be acknowledged that this proposal 10 

is being made in the context of a general rate case and is, more importantly, 11 

entirely authorized by the statute.  The legislature has deemed this type of 12 

mechanism a reasonable tool for gas utilities to implement to better serve 13 

customers and the Company has complied with the enabling statute.  Therefore, 14 

there is no reason this characterization should prevent the RSM from being 15 

implemented in this proceeding any more than similar characterizations have 16 

stood in the way of making other rate changes the legislature has authorized to be 17 

made outside a rate case, including, for example, ISRS and fuel adjustment 18 

charges.   19 

 20 

    21 

                                                           
4 OPC witness Marke rebuttal testimony at p. 4 
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B. RECOGNITION OF DECOUPLING BY OTHER STATES, 1 

COMMISSIONS, AND ORGANIZATIONS 2 

 3 

Q.   HAVE OTHER JURISDICTIONS AND COMMISSIONS IMPLEMENTED 4 

MECHANISMS SIMILAR TO THE COMPANY’S PROPOSED RSM? 5 

A. Yes, mechanisms that remove the so-called “throughput incentive” have been 6 

increasingly recognized as a valuable tool for utilities and commissions across the 7 

country.  In addition to being implemented in an increasing number of states, 8 

these types of mechanisms have been recognized by several other national 9 

organizations and energy stakeholders including the National Housing Trust, the 10 

National Resource Defense Council and the American Council for an Energy 11 

Efficient Economy Project,5 as well as by Missouri stakeholders such as Renew 12 

Missouri and the Division of Energy.6  By eliminating the throughput incentive, 13 

utilities have more flexibility to engage in promoting energy efficiency without 14 

self-inflicting financial harm, and to implement additional, unique changes that 15 

better serve customers, such as the Companies’ proposal to reduce customer 16 

charges. 17 

Q. TO WHAT EXTENT HAVE OTHER UTILITY JURISDICTIONS AND 18 

REGULATORY COMMISSIONS IMPLEMENTED MECHANISMS 19 

SIMILAR TO THE PROPOSED RSM? 20 

A. The attached presentation from the American Gas Association illustrates that 21 

these types of mechanisms are now used in many jurisdictions across the country. 22 

                                                           
5 https://www.nrdc.org/resources/gas-and-electric-decoupling, https://aceee.org/topics/decoupling-utility-

profits-sales,  
6 See Company witness Weitzel rebuttal testimony at p. 15 

https://www.nrdc.org/resources/gas-and-electric-decoupling
https://aceee.org/topics/decoupling-utility-profits-sales
https://aceee.org/topics/decoupling-utility-profits-sales
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As of December 2016, 41 states had approved mechanisms that would create 1 

similar treatment. This included 58 utilities with approved decoupling 2 

mechanisms in 23 states, six with mechanisms pending and nine states with Rate 3 

Stabilization mechanisms.  Additionally, nine states have approved SFV rate 4 

designs, which, as described below, provide similar results in terms of utility 5 

revenue recovery as an RSM, but with the kind of impacts on low-use customers 6 

that OPC has sought to avoid in the past.  As observed by OPC witness Marke, 7 

MGE had an SFV rate until 2014, when, at OPC’s request, the Company agreed 8 

to a reduction in the fixed monthly charge.  As stated above, the Company’s 9 

reduced customer charges coupled with the RSM serve to mitigate the bill impacts 10 

to low-use, low-income customers. 11 

Q. DO UTILITIES COMMONLY PROPOSE TO REDUCE THEIR 12 

CUSTOMER CHARGES? 13 

A. No.  In fact, this type of proposal is not only seldom seen in the current energy 14 

operating environment, but runs counter to the treatment of this bill component 15 

typically proposed in virtually all utility rate proceedings in recent history, 16 

including cases in Missouri.  In fact, treatment of customer charges can often be 17 

one of the most disputed issues in a utility rate proceeding.  This is due to the 18 

impact of higher customer charges on low- and fixed-income customers that can, 19 

in some instances, be substantial.  In many public hearings associated with these 20 

cases, the Company heard numerous customers testify regarding what they 21 

viewed as the undesirable impact of higher fixed customer charges on low- and 22 

fixed- income customers.  The RSM eliminates the need for the utility to recover 23 
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necessary revenues through a higher customer charge and allows both MGE and 1 

LAC to make a novel proposal to reduce their fixed monthly charges consistent 2 

with the views expressed by these customers.      3 

C. SIMPLIFIED APPROACH 4 

Q. IN THE EVENT THE COMMISSION DOES NOT APPROVE THE 5 

COMPANIES’ RSM PROPOSAL, WHAT IS THE COMPANY’S 6 

ALTERNATIVE RATE DESIGN PROPOSAL? 7 

A. As described in prior direct and rebuttal testimony, in the event the Commission 8 

does not approve the RSM, LAC and MGE propose increasing the customer 9 

charges for residential and small commercial customers and implementing a 10 

weather mitigated rate design for both utilities, similar to that currently in place 11 

for LAC.   12 

Q. PLEASE FURTHER EXPLAIN THE WEATHER MITIGATION RATE 13 

DESIGN. 14 

A. As currently employed by LAC, a weather mitigation rate design recovers 15 

embedded average costs through a fixed customer charge and a first block 16 

consisting of a high variable rate applied to a limited number of therms or ccfs.    17 

During the winter billing months, LAC recovers its distribution cost of service 18 

through a fixed customer charge and up to 30 therms of usage, after which, there 19 

is no distribution charge for additional therm usage.  A corresponding offset is 20 

made in the first block of the PGA to reduce the impact on low use customers of 21 

recovering these distribution costs primarily in the customer charge and first 22 
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block.  The Company has proposed eliminating this rate design for LAC in this 1 

proceeding to provide greater consistency between the Spire Missouri operating 2 

units and due to its complexity when compared to the flat per ccf rate design of 3 

MGE.  As described by OPC witness Marke,7 a weather mitigated rate design 4 

operates in a similar fashion during the winter months as an SFV rate design.  5 

This limits the ability of customers to control bills through conservation and 6 

impacts low income customers disproportionately.  The Company’s proposed 7 

RSM would be similar to the current weather mitigated rate design only in that it 8 

helps prevent over-recovery while better ensuring recovery of the Company’s 9 

Commission approved revenues.  At the same time, it would do so in a fashion 10 

that is much simpler and that further mitigates the impact on low-use and low-11 

income customers through a corresponding reduction in customer charges. 12 

Q. OPC WITNESS MARKE STATES THAT A STRAIGHT-FIXED 13 

VARIABLE RATE DESIGN SENDS CUSTOMERS A PRICE SIGNAL 14 

THAT ENCOURAGES CONSUMPTION, DO YOU AGREE? 15 

A. To an extent, price signals inform customers of the cost of the product or service 16 

they are purchasing or consuming, they can provide either an incentive or 17 

disincentive to consume additional units of that product/service.  However, 18 

because the commodity cost of natural gas makes up about 50% or more of the 19 

bill, even with an SFV rate design, signals to conserve still exist.  Natural gas 20 

distribution is largely a fixed cost business.  It is not uncommon for fixed cost 21 

businesses to recover the costs of providing service through a fixed charge (i.e. 22 

                                                           
7 See Rebuttal Testimony of OPC witness Marke at p. 6 
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cable, cell phone). The dislike for a high customer charge was expressed at every 1 

one of our local public hearings.    Adoption of the Company’s RSM proposal and 2 

corresponding reduction in customer charges, however, would permit these fixed 3 

costs to be recovered (but not over-recovered) through a volumetric adjustment 4 

while at the same time putting more of the recovery of the fixed costs on the 5 

volumetric charge.  By doing so, such an approach would advance OPC’s 6 

apparent goal of providing a price signal that further encourages customers to 7 

reduce rather than increase their usage of natural gas.  Accordingly, OPC should 8 

be supporting the RSM, not opposing it.   9 

Q. DOES THE RSM ENABLE ANY OTHER SIMPLIFICATION BENEFITS? 10 

A. Yes, it should be noted that the RSM works in a symmetrical fashion.  The 11 

mechanism will recover Commission-approved revenue, no more and no less.  In 12 

instances when revenues exceed the Commission authorized revenues, customers 13 

would receive an RSM credit.  In instances where revenues fall short of 14 

recovering Commission-approved revenues, customers will receive an RSM 15 

charge.  In this way, the mechanism would provide customers the benefit of 16 

greater bill stability while stabilizing utility revenues, all without the need for 17 

customers to take any additional action. 18 

D. RISK 19 

Q. ON PAGE 8 OF HIS REBUTTAL TESTIMONY, OPC WITNESS MARKE 20 

STATES THAT AN RSM SHIFTS RISKS TO RATEPAYERS, ENSURES 21 

COMPANY PROFITS AND, IF APPROVED, SHOULD BE 22 
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ACCOMPANIED BY AN EXPLICIT ROE REDUCTION.  DOES THE 1 

RSM SHIFT RISK FROM SHAREHOLDERS TO CUSTOMERS? 2 

A. No, it does not.  If you assume that rates are set based on perfectly accurate 3 

predictions of weather and usage, then the Company and the customer share equal 4 

risk that a particular year will result in an overcharge or undercharge of revenues.  5 

However, as noted above, the Company already has in place rate designs at both 6 

LAC and MGE that eliminate a significant portion of the risk Dr. Marke talks 7 

about.  Additionally, as also noted, nearly all the peers in the industry have some 8 

form of decoupling in place, so the relative risk would become more in line with 9 

the peer group that returns are based upon were the RSM approved.  In contrast, 10 

the failure to approve the RSM would create a higher level of risk to the Company 11 

than its peers, would mean adoption or continuation of a less customer-friendly, 12 

more complicated rate design, and would result in a misalignment of the interests 13 

of the Company and its customer in pursuing energy conservation efforts.  I am at 14 

a loss to understand how such a result would benefit anyone. 15 

Q. WOULD THE COMPANY FACE ADDITIONAL RISKS EVEN WITH AN 16 

RSM MECHANISM IN PLACE? 17 

A. Yes, the RSM would only apply to the Residential and Small General Service rate 18 

schedules.  The revenues associated with the large customer classes would not be 19 

subject to the RSM.  Residential, and to a lesser extent, Small General Service 20 

customers have less flexibility in the way they use gas service.  A typical 21 

residential customer uses gas for a limited number of daily functions.  Larger 22 

customers are much more subject to the effects of economic cycles and can ramp 23 
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operations, and thus usage, up and down accordingly.  The RSM does not address 1 

this revenue risk or others such as those resulting from customer losses. 2 

Q. DOES THE RSM ENSURE RECOVERY OF COMPANY PROFITS 3 

IRRESPECTIVE OF MARKET CONDITIONS OR INEFFICIENT 4 

UTILITY BEHAVIOR? 5 

A. No, Dr. Marke is simply incorrect on this point.  The RSM only addresses 6 

revenues.  It does not cover the cost side of the equation.  Since profits equal 7 

revenues minus costs, the RSM cannot possibly ensure profits.  In other words if 8 

revenues are level, but costs rise, whether due to inflation, unexpected events, or 9 

the “inefficient utility behavior” cited by Dr. Marke, the Company’s profits will 10 

decline.   11 

Q. SHOULD THE COMMISSION REDUCE THE COMPANY’S ROE IF IT 12 

APPROVES THE RSM? 13 

A. As noted above, if the Commission approves the Company’s RSM proposal, the 14 

Commission should grant an ROE that is commensurate with the other utilities 15 

that also have a decoupling mechanism.  Only if it does not approve the RSM 16 

should the Commission adjust ROE and, for the reasons suggested by other 17 

Company witnesses, such an adjustment should be an upward one. 18 

IV. RATE DESIGN 19 

Q. WHAT IS STAFF’S POSITION ON THE INTERIM RATES THE 20 

COMPANY IS PROPOSING TO BECOME EFFECTIVE IN MARCH 2018 21 

AND THEN CHANGING IN OCTOBER 2018? 22 
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A. Staff does not propose a transition period from the time rates take effect in March 1 

2018 until October 2018, because it states that it is not aware of a good reason to 2 

delay implementation of ongoing rates.  Staff has, however, proposed a shift of 3 

cost recovery to volumetric rates going into a low-use period – something that 4 

would significantly impact the Company’s ability to recover it costs absent 5 

transition rates, such as those that were put in place when MGE shifted from its 6 

SFV rate design to a more volumetric approach in its last rate case. (Rebuttal 7 

Testimony of R. Kliethermes, p.8).   8 

Q. HOW AND WHY WOULD THESE TRANSITION RATES BE 9 

IMPLEMENTED? 10 

A. The Company is proposing to maintain each operating unit’s current fixed 11 

monthly charges (which include both the customer charge and current ISRS 12 

charges) the same until October 1, 2017.  This would translate into an initial 13 

customer charge of $25.50 for MGE and $23.50 for LAC.  Effective October 1st 14 

these fixed charges would be reduced and a corresponding, revenue neutral 15 

increase made to the volumetric charge.  Because the interim March to October 16 

period is a period of low usage, the Company would lose millions of dollars in 17 

revenue if it instead reduced these fixed charges and increased volumetric charges 18 

in March.  In effect, the Company is trying to balance the seasonality of its 19 

business while implementing an improved rate design in a way that does not 20 

indiscriminately harm the Company.  Again, I should note that this same kind of 21 

approach was agreed upon by the parties and approved by the Commission in 22 

MGE’s last rate case proceeding for the same reasons.   23 
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Q. DOES THE COMPANY AGREE WITH STAFF’S CORRECTION TO 1 

THEIR CLASS COST OF SERVICE STUDY FOR LAC? 2 

A. No. The effect of Staff’s correction was to allocate storage expense to basic 3 

transportation customers.  4 

Q. DOES THE BASIC TRANSPORTATION CLASS UTILIZE COMPANY 5 

OWNED STORAGE? 6 

A. No. Transportation customers provide their own natural gas supply through third-7 

parties or marketers.  Under the transportation class, the Company is responsible 8 

for distribution and balancing only, not gas supply. 9 

Q. DO YOU THINK THE WINTER BILL AT PROPOSED RATE DESIGNS 10 

REFLECTED ON THE CHART ON PAGE 7 OF MS. R. KLEITHERMES’ 11 

REBUTTAL TESTIMONY IS A FAIR REPRESENTATION? 12 

A. No, this shows an apples and oranges comparison.  The Company and Staff have 13 

a wide variance on revenue requirements which drives the rate impact.  This 14 

simply shows that Staff and the Company are far apart on revenue requirements. 15 

Company witness Tim Lyons addressed this on page 33 of his rebuttal testimony.  16 

If Staff wanted to show a realistic winter bill impact they should have picked a 17 

single revenue requirement number to be used by “Staff Proposed” and 18 

“Company Proposed”. 19 

Q. PLEASE DESCRIBE OPC WITNESS MARKE’S COMMENTS ON 20 

CUSTOMER CHARGES.  DO YOU HAVE ANY COMMENT? 21 

A. OPC witness Dr. Marke recommends a $14.00 customer charge for both Laclede 22 

and MGE.  Dr. Marke does give positive recognition to the Company’s proposal 23 
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to lower its customer charges to allow customers, and especially low income, low 1 

usage customers, greater control over their utility bills (Marke Rebuttal, p.12).  2 

But then Dr. Marke responds these efforts by proposing a significant reduction in 3 

existing customer charges that is substantially below those currently in effect for 4 

LAC and MGE and more than 20% below the average customer charge of $17.84 5 

for gas utilities in Missouri.  Please see Schedule SAW-S2.  Dr. Marke makes this 6 

recommendation even though OPC did not even complete a class cost of service 7 

model.  Moreover, he does so while also opposing an RSM that would help 8 

manage the significant addition to variability he would introduce to customers’ 9 

bills and the level of revenues received by the Company.  His recommendation 10 

should be rejected by the Commission. 11 

V. PGA 12 

Q. WHAT IS THE COMPANY’S POSITION ON THE STAFF PROPOSAL 13 

ON OFF-SYSTEM SALES AND CAPACITY RELEASE (“OSS/CR”)? 14 

A. As I stated at page 9 of my rebuttal testimony, the Company agrees with Staff’s 15 

recommendations on this issue.  16 

Q. WHAT IS YOUR UNDERSTANDING OF STAFF’S PROPOSAL 17 

RELATED TO LAC’S GAS SUPPLY INCENTIVE PLAN (“GSIP”)? 18 

A. Staff recommends eliminating the GSIP (Crowe Rebuttal p.7).  The Company has 19 

addressed the issue in my rate design rebuttal testimony, page 6.   20 

Q. DOES THE COMPANY HAVE ANY FURTHER RESPONSE TO THIS 21 

RECOMMENDATION? 22 
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A. We continue to disagree with it.  The gas market has fundamentally changed since 1 

the creation of the GSIP.  The Company believes the GSIP needs to be modified 2 

to be better aligned to the gas market and current price levels and expanded to 3 

MGE.   4 

Q. DO YOU HAVE ANYTHING TO ADD TO YOUR REBUTTAL 5 

TESTIMONY ON GSIP? 6 

A. Yes. Staff and others have raised the concern that there is too much uncertainty 7 

regarding the Company’s future gas supply portfolio.  It is public information that 8 

LAC plans to procure capacity on Spire STL Pipeline to add greater pipeline 9 

supplier diversity and access the prolific Marcellus shale formation.  To address 10 

the concerns that have been raised regarding the potential impact of this new 11 

supply source on the supply cost benchmark used in the GISP, the Company 12 

agrees to add this language to the GSIP tariff.   13 

The Company shall promptly notify Staff and OPC if and when it adds or changes 14 

pipeline capacity of a quantity equal to or greater than 10% of its existing capacity, 15 

and shall work with OPC and Staff to set a new GSIP benchmark. 16 

 17 

In addition, the Company is open to discussing whether the new pipeline discount 18 

feature of its proposed GSIP should be maintained, although we have already 19 

structured it in a way that would not be applicable to the Spire STL Pipeline 20 

arrangement.   21 

VI. BILLING UNITS (THERM VS. CCF) 22 

Q. WHAT IS YOUR UNDERSTANDING OF STAFF’S RESPONSE 23 

RELATED TO MGE CONVERTING ITS BILLING MEASUREMENT 24 

FROM CCF TO THERMS BY APPLYING A BTU FACTOR? 25 
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A. Staff witness Beck recommends that the Commission reject the Company’s 1 

proposal in this case for MGE to switch to therms.   As I discuss below, I believe 2 

that Mr. Beck’s concern are either based on a misunderstanding of the Company’s 3 

proposal or can be remedied in a manner that should permit the conversion to 4 

proceed. 5 

Q. DOES THE COMPANY AGREE WITH MR. BECK THAT A GOOD 6 

CUSTOMER EDUCATION PROGRAM SHOULD ACCOMPANY SUCH 7 

A CHANGE? 8 

A. Yes.  The Company would add a bill message or create an insert for customer 9 

bills to explain this change.  We also intend to post educational materials on 10 

MGE’s website relating to the conversion to therm billing.  Please see Schedule 11 

SAW-S3 for an example of a communication from Berkshire Gas relating to its 12 

own CCF-to-Therm conversion initiative.  MGE would provide similar 13 

information and would work with Staff on the contents of that education piece.   14 

Q. MR. BECK ASSUMES THAT THE COMPANY WOULD PERFORM 15 

CONVERSIONS ON AN INDIVIDUAL CUSTOMER BASIS (BECK 16 

REBUTTAL, P. 3). IS THIS HOW THE COMPANY PLANS TO 17 

CALCULATE THE BTU CONVERSION? 18 

A. No.  The Company agrees with Mr. Beck that it does not seem logical to have the 19 

conversions done on an individual customer basis.  Instead, MGE proposes to use 20 

the same conversion factor for all customers based on a weighted average of all 21 

the pipeline supply sources serving the Company’s customers. 22 
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Q. HOW DOES THE COMPANY PLAN TO CALCULATE THE BTU 1 

CONTENT FOR MGE CUSTOMERS? 2 

A. MGE is primarily supplied by Southern Star Central Gas Pipeline, which provides 3 

about 84% of its needs based on peak day pipeline capacity design.  Tallgrass 4 

Interstate Gas Transmission accounts for approximately 12% of pipeline capacity.  5 

Panhandle Eastern Pipeline accounts for approximately 3% and Rockies Express 6 

Pipeline accounts for roughly 1%.  MGE would take the daily average BTU 7 

content at these different pipelines take points and weight them based on the 84%, 8 

12%, 3%, and 1% pipeline allocations described above.  This averaged BTU 9 

factor would then be used for all MGE customers. 10 

Q. ON PAGE 5 OF MR. BECK’S REBUTTAL TESTIMONY, HE STATES 11 

THAT STAFF WAS TOLD THAT THE SYSTEM COULD NOT BE PUT 12 

IN PLACE BY THE OPERATION OF LAW DATE.  DO YOU AGREE 13 

WITH THIS STATEMENT? 14 

A. No.  There seems to be some misunderstanding on this matter.  LAC and MGE 15 

use the same billing system.  LAC customers are currently billed in therms based 16 

on a BTU content.  MGE would be able to simply use the same processes that are 17 

currently designed in the Company’s billing system to handle a BTU factor and 18 

create therms on MGE’s bills.  Given these considerations, the Company can put 19 

in place and input BTU factors for therm billing in the system by the Operation of 20 

Law Date in these cases. 21 

Q. DOES THE COMPANY CURRENTLY TRACK BTU FACTORS FOR 22 

THE MGE SERVICE TERRITORY? 23 
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A. Yes.  As part of the MGE’s transportation cashout billing procedure, MGE inputs 1 

BTU factors into the billing system.  Please see Schedule SAW-S4. 2 

Q. DOES THE COMPANY HAVE CONCERNS ABOUT MR. BECK’S 3 

REBUTTAL TESTIMONY ON PAGE 5 THAT COMPARES LAC’S BTU 4 

FACTORS AND THE NATIONAL AVERAGE BTU FACTORS TO 5 

MGE’S? 6 

A. Yes.  The Company has used 1.02 BTU as a preliminary estimate for MGE’s 7 

service territory for various analyses.  Mr. Beck compares the 1.02 factor to 8 

LAC’s BTU factors which are tied to completely different pipelines, with the 9 

majority of them coming from different supply basins that have different heat 10 

content.  Mr. Beck then states the national average as a reference at 1.037.  BTU 11 

factors, however are specific to pipelines and regions and will vary depending on 12 

supply sources.  The Company is proposing to have therm billing so that heat 13 

content can be measured at local interconnects to the MGE system, just as is done 14 

for LAC.  This will give a more precise and true value of usage.  It is therefore not 15 

accurate or appropriate to use LAC’s BTU factor and the national average BTU 16 

factor to try to gauge MGE’s BTU factor. 17 

VII. TARIFFS 18 

Q. HAVE ANY OF THE PARTIES IN THESE CASES COMMENTED ON 19 

TARIFF CHANGES IN REBUTTAL? 20 

A. Yes, Staff witnesses Kliethermes, Gateley, and Stahlman provided rebuttal 21 

testimony on certain tariff issues.  OPC witnesses Marke and Mantle also 22 

provided rebuttal testimony on these issues. 23 
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Q. WHAT TARIFF ITEMS ARE THESE PARTIES ADDRESSING? 1 

A. Staff addressed those portions of the Company’s proposed tariffs relating to: 2 

Maps and description of service territory, Low Income Energy Affordability, 3 

miscellaneous tariff changes, Economic Development Rider (“EDR”), Special 4 

Contracts, Main Extension financing, Customer Definition, Red Tag Program, 5 

Insulation Financing Program, and EnergyWise.  OPC addressed those provisions 6 

of the Company’s proposed tariffs relating to: Customer Confidentiality, Main 7 

Extension financing, EDR, Special Contracts and Low Income Affordability 8 

Programs. 9 

Q. WHAT HAVE YOU SUBMITTED IN RATE DESIGN REBUTTAL ON 10 

THESE MATTERS? 11 

A. Among other items, I explained the Company’s position on whether maps and 12 

detailed legal descriptions of our service territory should be included in our tariff 13 

(Weitzel rate design rebuttal, p.3), discussed the Company’s proposed Low 14 

Income Energy Affordability Programs (Weitzel rate design rebuttal p.10) and 15 

attached revisions to the Low Income Energy Affordability tariffs to my rebuttal 16 

testimony. (Schedule SAW-R1).  I would refer the Commission to that earlier 17 

testimony as my response to what Staff and OPC have said in their rebuttal 18 

testimony as well as to the revised tariffs that I have attached to my surrebuttal 19 

testimony in an effort to address some of the issues raised in that testimony.  I 20 

should note that this is a work in progress and additional changes may be made as 21 

the proceeding progresses. 22 
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Q. DO YOU AGREE THAT THE CURRENT FUNDING LEVEL FOR LAC’S 1 

LOW INCOME ENERGY AFFORDABILITY PROGRAM IS $950,000 (R. 2 

KLEITHERMES P.13)? 3 

A. No.  The current funding level for LAC is $600,000.  This can be found on LAC’s 4 

tariff sheet R-53. 5 

Q. STAFF HAS EXPRESSED A CONCERN ABOUT THE 10% 6 

ADMINISTRATIVE FEE THAT THE COMPANY IS PROPOSING TO 7 

PAY COMMUNITY ACTION AGENCIES TO ADMINISTER ITS LOW-8 

INCOME ENERGY AFFORDABILITY PROGRAM.  IS THIS A VALID 9 

CONCERN? 10 

A. No, I don't believe it is.  The proposed fee is consistent with the allowance for 11 

administrative costs that has historically been provided in the program. 12 

 Moreover, while we are proposing to simplify the program as Staff notes, we will 13 

also be asking the agencies to devote more resources to identifying customers 14 

who have will have a better chance to succeed under the program and to help 15 

them do so.  In light of this consideration, we believe maintaining this allowance 16 

at the proposed level is appropriate.   17 

Q. IN RESPONSE TO THIS TESTIMOY, WHAT IS THE COMPANY 18 

SUBMITTING IN SCHEDULE SAW-S5 IN REGARD TO ITS PROPOSED 19 

TARIFFS. 20 

A. After reviewing their rebuttal testimony and receiving additional input from the 21 

parties, I am suggesting additional changes to our proposed tariffs as part of 22 

schedule SAW-S5.  These tariffs include those applicable to: Low Income Energy 23 
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Affordability, Conservation and Energy Efficiency Programs, Economic 1 

Development Rider, Special Contract Rider, and financing for the extension of 2 

distribution facilities.  The Company also agrees to remove customer 3 

confidentiality language from its proposed tariffs as recommended by OPC. 4 

Q. DO YOU AGREE WITH MS. MANTLE THAT THE RED-TAG 5 

PROGRAM HAS HAD VERY LIMITED SUCCESS? 6 

A. I agree that the red-tag program is a modest program of limited means, and that it 7 

has been successful.  So in that sense I believe it has been a limited success.  I 8 

would also note that Ms. Mantle’s assessment is apparently based upon the dollars 9 

expended on this program; however, as per the tariff and noted below, not all 10 

costs are charged to the program when it is related to a minor repair.  There are 11 

also instances where the program could provide even more customers a solution, 12 

but is currently unable to do so based on the current limitations on the dollars that 13 

may be spent per customer.  Based on feedback we have received from agencies 14 

that work with such customers, we believe one of the reasons for the limited 15 

spend to date has been the lack of additional funds per customer, such as those 16 

proposed in these cases, to help in situations where repairs are simply not cost 17 

effective and a replacement is the only realistic option.  The availability of such 18 

funding should help expand the program’s reach.  In any event, it is important to 19 

keep in mind that this program only seeks to recover costs that have been 20 

incurred, so lower costs are not a customer detriment. 21 

Q. WHY DO YOU BELIEVE RED-TAG HAS BEEN SUCCESSFUL? 22 
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A. Because it has, on a very limited budget, done what it set out to do.  The program 1 

has provided appliance repairs to customers of limited means who have made 2 

sufficient payments to qualify for gas service, but then find that their furnace or 3 

other appliance is not operating well enough for the Company to restore service.  4 

In addition to helping these customers maintain or restore natural gas service, the 5 

program has also helped them to avoid a potentially dangerous situation that could 6 

threaten them and their neighbors.  To the extent the program has been successful 7 

in achieving this safety goal, I would consider it very successful indeed. 8 

Q. OPC WITNESS MANTLE POINTED OUT THAT THERE HAVE BEEN 9 

NO INVOICES UNDER $20, INDICATING NO USE AT ALL OF THE 10 

“AVOID RED TAGS” PORTION OF THE PROGRAM.  IS SHE 11 

CORRECT? 12 

A. No.  Under the “Avoid Red Tags” component of the program, there is no charge 13 

to the customer for minimal repairs so there are no invoices.  Avoid Red Tags 14 

simply permits Laclede service technicians to fix a problem for the customer 15 

when the matter can be handled in less than 15 minutes with parts that cost less 16 

than $20.  Rather than have our service personnel go through the process of 17 

leaving a red tag, having the customer call an HVAC company, who would 18 

charge a high “trip charge” to address a simple situation, and then requiring the 19 

Company to come back out to turn on the gas, the problem is handled quickly and 20 

efficiently, saving costs for all customers and the Company.  Laclede tariffed this 21 

process because this very problem arises on occasion, and Laclede sought to 22 

avoid the customer inconvenience, waste and added cost of going through the 23 
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exercise described above by codifying in its tariffs the more streamlined and 1 

sensible process provided by “Avoid Red Tags”.        2 

Q. IS THE RED-TAG PROGRAM MONETARILY BENEFICIAL? 3 

A. I believe it is.  As noted above, it allows those receiving assistance to continue 4 

receiving service rather than be disconnected.  In addition to making a revenue 5 

contribution which benefits all customers, the program can also reduce the 6 

number of trips our employees have to make out in the field and the number of 7 

calls we take in our service center to serve that customer.  It also improves the 8 

safety of the customer and perhaps his or her neighbors which, while not directly 9 

beneficial on a cost of service basis, does have very significant monetary benefits 10 

in terms of cost avoidance.  In short, the red-tag program helps customers who 11 

need assistance at the time they actually need it.   With limited spending, the red-12 

tag program makes a direct and significant difference for customers who have 13 

otherwise qualified for gas service by allowing them to remain a customer and 14 

safely heat their homes.   15 

Q. OPC WITNESS MANTLE STATES THAT MANY BENEFITS FROM 16 

PROGRAMS LIKE RED-TAG “ARE NON-MONETARY AND CANNOT 17 

BE MEASURED.”  (MANTLE REBUTTAL, P. 3) DO YOU AGREE? 18 

A. In the realm of energy efficiency, we have different types of tests that quantify 19 

benefits that are not strictly dollars and cents.   Experts are able to develop 20 

algorithms that convert what OPC witness Mantle considers ‘vague’ into a 21 

quantifiable value.  As the consumer advocate, OPC has shown in the past its 22 

support of such societal benefits tests.  Moreover, while it may be difficult to 23 



 

30 

 

quantify a value for safety-oriented programs like Red-Tag, the same thing is true 1 

of other expenditures the Company routinely makes to keep its system and its 2 

customers safe.  That is a value in and of itself.  In fact, the Company considers 3 

safety its most important value, regardless of whether it may be “non-monetary” 4 

in nature.    5 

Q. OPC WITNESS MANTLE NOTES THAT THE COSTS OF LOW-6 

INCOME PROGRAMS ARE PAID IN PART BY OTHER LOWER 7 

INCOME CUSTOMERS, BECAUSE SUCH COSTS ARE SPREAD 8 

ACROSS CUSTOMERS REGARDLESS OF INCOME.  HOW DO YOU 9 

RESPOND TO THAT? 10 

A. Low-income programs are charged to all customers, but those charges are 11 

exceedingly small on a per customers basis.  In contrast, the benefits for those 12 

customers who are eligible to participate in such programs can be substantial and 13 

make the difference between whether they are able to receive any service at all. 14 

These expenditures can literally be lifesaving when other options are simply not 15 

available or not enough to maintain service.  While not perfect, terminating a 16 

program on this basis would certainly be throwing out the baby with the bath 17 

water.   18 

Q. DOES THIS COMPLETE YOUR SURREBUTTAL TESTIMONY? 19 

A. Yes. 20 

 21 








































































































































