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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Roger D. Colton.  My business address is 34 Warwick Road, Belmont, MA 2 

02478. 3 

 4 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT POSITION? 5 

A. I am a principal in the firm of Fisher Sheehan & Colton, Public Finance and General 6 

Economics of Belmont, Massachusetts. In that capacity, I provide technical assistance to 7 

a variety of federal and state agencies, consumer organizations and public utilities on rate 8 

and customer service issues involving telephone, water/sewer, natural gas and electric 9 

utilities.   10 

 11 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 12 

A. I am testifying on behalf of the People of the State of Illinois, as represented by the 13 

Illinois Office of the Attorney General (“OAG”). 14 

 15 

Q. PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND. 16 

A. I work primarily on low-income utility issues. This involves regulatory work on rate and 17 

customer service issues, as well as research into low-income usage, payment patterns, 18 

and affordability programs. At present, I am working on various projects in the states of 19 

New Jersey, Maryland, Pennsylvania, Wisconsin, Illinois, Iowa, Minnesota and Texas.  20 

My clients include state agencies (e.g., Pennsylvania Office of Consumer Advocate, 21 

Maryland Office of People’s Counsel, Iowa Department of Human Rights), federal 22 

agencies (e.g., the U.S. Department of Health and Human Services), community-based 23 
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organizations (e.g., Energy Outreach Colorado, Community Action Partnership 1 

Association of Idaho), and private utilities (e.g., Unitil Corporation d/b/a Fitchburg Gas 2 

and Electric Company, Entergy Services, Xcel Energy d/b/a Public Service of Colorado).  3 

In addition to state- and utility-specific work, I engage in national work throughout the 4 

United States.  For example, in 2011, I worked with the U.S. Department of Health and 5 

Human Services (the federal LIHEAP office) to advance the review and utilization of the 6 

Home Energy Insecurity Scale as an outcomes measurement tool for LIHEAP.  In 2010, I 7 

completed (as one member of a team) work on a national study of the responses of water 8 

utilities to the payment troubles of residential customers for the U.S. Environmental 9 

Protection Agency and the Water Research Foundation. In 2007, I was part of a team that 10 

performed a multi-sponsor public/private national study of low-income energy assistance 11 

programs. A description of my professional background is provided in Appendix A. 12 

 13 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 14 

A. After receiving my undergraduate degree in 1975 (Iowa State University), I obtained 15 

further training in both law and economics.  I received my law degree in 1981 from the 16 

University of Florida.  I received my Master’s Degree (economics) from the MacGregor 17 

School of Antioch University in 1993. 18 

 19 

Q. HAVE YOU EVER PUBLISHED ON PUBLIC UTILITY REGULATORY 20 

ISSUES? 21 

A. Yes. I have published more than 80 articles in scholarly and trade journals, primarily on 22 

low-income utility and housing issues. I have published an equal number of technical 23 
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reports for various clients on energy, water, telecommunications and other associated 1 

low-income utility issues.   2 

 3 

Q. HAVE YOU EVER TESTIFIED BEFORE THIS OR OTHER UTILITY 4 

COMMISSIONS? 5 

A. Yes.  I have testified before the Illinois Commerce Commission (“ICC” or 6 

“Commission”) on numerous occasions regarding utility issues affecting residential and 7 

low-income customers.  I have also testified in regulatory proceedings in more than 30 8 

states and various Canadian provinces on a wide range of low-income utility issues.   9 

 10 

Q. PLEASE EXPLAIN THE PURPOSE OF YOUR DIRECT TESTIMONY. 11 

A. My Direct Testimony has the following objectives: 12 

� First, I examine the impact of the North Shore Gas Company (“NSG” or “North 13 

Shore”) and Peoples Gas Light and Coke Company (“PGL” or “Peoples”) 14 

(sometimes referred to collectively as “the Companies”) proposed rate designs 15 

and rate levels on low-income customers.   16 

� Second, I will compare the risks and burdens to be imposed on customers by the 17 

Companies’ proposed rates and rate design relative to the risks and burdens 18 

currently being imposed on investors.   19 

In brief, my testimony supports the following conclusions:  20 

� The fixed monthly customer charges that the Companies propose for residential 21 

customers should be rejected.  As I explain below, the Companies’ advocacy for 22 

increased customer charges has inequitable effects on the Companies’ lowest 23 
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users of natural gas delivery service.  The residential customer charges proposed 1 

by the Attorney General and the Environmental Law & Policy Center, which 2 

reverse the march toward so-called Straight Fixed Variable rates, is a reasonable 3 

alternative to the Companies’ rate design proposals, as further explained in the 4 

Direct Testimony of Scott Rubin, AG/ELPC Exhibit 3.0.   5 

� A substantial portion of the Companies’ customer base cannot afford their current 6 

bills, let alone the bills that they would experience as a result of the Companies’ 7 

rate levels and rate design as proposed in this proceeding.  In contrast, the 8 

Companies’ representations to the Commission about their annual earnings do not 9 

comport with the representations that have made in recent submissions to 10 

investors.  The Companies’ representations to investors indicate that they are in 11 

far better shape than has been indicated to the Commission.  A balancing of these 12 

risks and burdens, as required in any consideration of whether rates are just and 13 

reasonable, supports the need for the Commission to adopt (1) recommendations 14 

that reduce the current and proposed PGL/NSG customer charges and their 15 

associated cross subsidies between low and high users, and (2) all proposed 16 

accounting adjustments that eliminate questionable or excessive costs, ultimately 17 

minimizing any rate increase granted to the Companies. 18 

 19 



ICC Docket Nos. 14-0224/0225 (cons.) 
AG Exhibit 4.0 

Direct Testimony of Roger D. Colton  5 | P a g e  
 

Part 1. The Proposed Customer Charges. 1 

Q. PLEASE DESCRIBE THE PURPOSE OF THIS SECTION OF YOUR 2 

TESTIMONY. 3 

A. In this section of my testimony, I discuss the increased costs and home energy burdens 4 

imposed on residential customers, particularly low-income customers, through the 5 

Companies’ proposed customer charges.  I document that the proposed rates have not 6 

only a higher percentage impact on low-use customers, but a higher absolute dollar 7 

impact. I further document that low-use customers disproportionately tend to be low-8 

income customers.  I finally document that low-income customers in the Chicago area 9 

face significant financial burdens even in the absence of the additional burden that the 10 

Companies seek to impose.   11 

 12 

Q. PLEASE PLACE THE COMPANIES’ PROPOSED CUSTOMER CHARGES IN 13 

THE CONTEXT OF THE CUSTOMER CHARGES OF OTHER ILLINOIS 14 

NATURAL GAS UTILITIES. 15 

A. When I compare the Companies’ proposed residential heating customer charges to other 16 

fixed monthly customer charges imposed by Illinois utilities, I find that the customer 17 

charges proposed by the Companies would make them a significant outlier (on the high 18 

side) in Illinois.  Even at their current rates, both NSG ($23.75) and PGL ($26.91) have 19 

the highest customer charges in the state of Illinois.  They exceed NICOR Gas ($13.55) 20 

by nearly 50%.  They somewhat exceed Ameren’s customer charge for Rate Zones I and 21 

III ($22.31), and exceed Ameren’s customer charge for Rate Zone II ($19.97) by 20% - 22 

35%.     23 
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 1 

Clearly, the Companies are now proposing an even greater differential between their 2 

customer charges and the other Illinois gas utilities.    The NSG proposed fixed monthly 3 

heating customer charge of $29.55 will substantially exceed all other Illinois natural gas 4 

customer charges.  The PGL proposed customer charge is even higher ($38.50).   5 

 6 

A. The Impact of the Customer Charges on Low-Use Customers. 7 

Q. PLEASE DESCRIBE THE IMPACT THAT THE PROPOSED RATE INCREASE 8 

AND RATE DESIGN WILL HAVE ON LOW-USE CUSTOMERS IN 9 

PARTICULAR. 10 

A. The proposed rate increase will impose a disproportionately higher percentage increase 11 

on low-use customers.  The data is set forth in Schedule RDC-11 for both non-heating and 12 

heating sales customers.  As customer consumption decreases as a percentage of average 13 

residential consumption, the rate impact increases.   14 

� For PGL (Schedule RDC-1, page 1 of 2), while residential non-heating 15 

customers with usage at 25% of the average will experience a rate increase of 16 

10.8%, residential non-heating customers with usage at 150% of the average 17 

will experience a rate decrease of one-half of one percent (-0.5%).  While 18 

residential heating customers with consumption at 25% of average will 19 

experience a rate increase of 19.2%, residential heating customers with usage 20 

at 150% of average will experience a rate increase of only 2.3%.  Customers 21 

with consumption at 50% of the average will experience rate increases of 22 

7.6% (non-heating) and 12.2% (heating) respectively.   23 

                                                             
1 All of my Schedules are found in AG Exhibit 4.1. 
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� For NSG (Schedule RDC-1, page 2 of 2), while residential non-heating 1 

customers with consumption at 25% of average will experience a rate increase 2 

of more than 11%, residential non-heating customers with usage at 150% of 3 

the average will experience a rate increase of less than one-half of one percent 4 

(0.4%).  While residential heating customers with consumption at 25% of 5 

average will experience a rate increase of 12.3%, residential heating 6 

customers with usage at 150% of average will experience a rate increase of 7 

less than one percent (0.7%).  Customers with consumption at 50% of the 8 

average will experience rate increases of 7.8% (non-heating) and 7.2% 9 

(heating) respectively.   10 

 11 

Q. PLEASE EXPLAIN THE DISPROPORTIONATE IMPACT ON LOW-USE 12 

CUSTOMERS IN ABSOLUTE DOLLAR TERMS.  13 

A. The disproportionate impact occurs not simply in percentage terms, but in absolute 14 

dollars as well.  The data for small residential customers is set forth in Schedule RDC-2.  15 

� For Peoples’ non-heating customers (Schedule RDC-2, page 1 of 4), 16 

customers with consumption at 150% of residential average usage will 17 

experience an annual decrease in their bills of $1.74.  In contrast, non-heating 18 

customers with consumption at 50% of residential average usage will pay 19 

nearly $17 more per year, while non-heating customers at 75% of average 20 

usage will pay more than $12 more per year (compared to the bill decrease for 21 

customers with usage 150% of average). The dollar impacts on heating 22 

customers, of course, are much greater. (Schedule RDC-2, page 2 of 4).  PGL 23 
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heating residential customers with usage at 25% of the residential average will 1 

pay more than $100 ($103.24) more per year, compared to an annual 2 

increased bill of only $34 ($34.19) for heating residential customers with 3 

usage at 150% of the residential average.  Heating customers with usage at 4 

50% and 75% of average will pay increased annual bills of $90 ($89.44) and 5 

$76 ($75.66) respectively.   6 

� For North Shore, for non-heating customers (Schedule RDC-2, page 3 of 4), 7 

customers with consumption at 25% of residential average usage will pay 8 

nearly $22 more per year, compared to an annual increase of only $1.35 for 9 

customers at 150% of average usage.  Non-heating customers with 10 

consumption at 50% of residential average usage will pay nearly $18 more per 11 

year, while non-heating customers at 75% of average usage will pay nearly 12 

$14 more per year (compared to the $1.35 for customers with usage 150% of 13 

average). The dollar impacts on heating customers (Schedule RDC-2, page 4 14 

of 4), again, are much greater.  Heating residential customers with usage at 15 

25% of the residential average will pay nearly $60 ($59.71) more per year, 16 

compared to an annual increased bill of only $10 ($10.34) for heating 17 

residential customers with usage at 150% of the residential average.  Heating 18 

customers with usage at 50% and 75% of average will pay increased annual 19 

bills of $50 ($49.84) and $40 ($39.98) respectively.   20 

 21 

As can be seen, the disproportionate impact on low-use customers is not simply one of 22 

percentages.  For both utilities, low-use non-heating customers with one-sixth of the 23 
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consumption of higher use customers (25% vs. 150% of residential average) will pay 1 

multiple times more in absolute dollars on an annual basis.  Low-use heating customers 2 

with one-sixth of the consumption of higher use customers (25% vs. 150% of residential 3 

average) will pay not simply more in absolute dollars on an annual basis, but multiple 4 

times more.   5 

 6 

B. Identifying the Relationship between Low-Income and Low-Use. 7 

Q. HOW DOES THE FEDERAL GOVERNMENT DEFINE “LOW-INCOME” 8 

PERSONS? 9 

A. The official definition of “low-income” is the Federal Poverty Level (“FPL”).    Persons 10 

whose annual income is at 150% of the Federal Poverty Level or below are considered 11 

“low income.”  I will be using this definition when I reference “low-income” customers 12 

in my testimony, generally.  The Companies, on the other hand, define low-income 13 

customers as those customers who participate in the federal government’s Low Income 14 

Home Energy Assistance Program (LIHEAP), the federally-funded fuel assistance 15 

program for heating and cooling bills, and Illinois’ Percentage of Income Payment 16 

Program (PIPP). 17 

 18 

 In drawing a distinction between “low-income” customers generally and LHEAP 19 

recipients and/or PIPP participants specifically, I do not assert that there is a particular 20 

income difference.  Instead, my observation is that the LIHEAP and PIPP populations are 21 

not representative of the broader low-income population.  I note simply that the LIHEAP 22 

and PIPP populations are a fraction of the total low-income population and are not 23 
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representative of the broader low-income population.  Maximum income eligibility for 1 

LIHEAP in Illinois is set at 150% of FPL.  In Fiscal Year 2013 (October 1, 2012 – 2 

September 30, 2013), LIHEAP served 322,756 households.2  In contrast, as of 2009 (the 3 

last year for which data is available), Illinois had 924,152 households income-eligible for 4 

LIHEAP.3  Similarly, the number of PIPP participants is a fraction of the overall low-5 

income population.   6 

Q. DO LOW-INCOME CUSTOMERS TEND TO HAVE LOWER USAGE THAN 7 

NON-LOW-INCOME CUSTOMERS?  8 

A. Yes.  The data from both natural gas companies in this proceeding shows that low-9 

income customers tend also to be low-use customers. According to the Companies, while 10 

low-income customers have a weather-normalized usage of 1,062.86 therms per year, 11 

typical (average) residential customers have an annual consumption of 1,297.68 therms. 12 

(Response to Data Request AG 5.34, Attachment 2).4   13 

� The NSG data for May 2012 through April 2014 is set forth in Schedule RDC-3 14 

(page 1 of 2).  I compare both the annual consumption for the two most recent 15 

annual periods (May – April) and the winter consumption (November – April) for 16 

the two most recent heating seasons.  Schedule RDC-3 (page 1 of 2) shows: (1) 17 

confirmed low-income customers have usage that is roughly 80% of non-low-18 

income consumption in the two most recent 12-month periods. The proportion of 19 

low-income usage to non-low-income usage in the winter heating months in 20 

                                                             
2 www.ncat.org/liheap (LIHEAP Clearinghouse). (last accessed July 2, 2014). 
3 LIHEAP Home Energy Notebook (2009), Table B3, page 83, Department of Health and Human Services, 
Administration for Children and Families, Division of Energy Assistance: Washington D.C. 
4As I will explain further below, the difference between the low-income and non-low-income populations is likely 
even greater than identified by the Companies in this analysis.  The Companies identify their “low-income” 
populations by whether the customers are LIHEAP recipients and/or Percentage of Income Plan (PIPP) participants.  
These low-income populations will systematically have greater usage than other low-income customers.   
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particular is somewhat lower than it is on an annual basis; and (2) LIHEAP5 1 

consumption and “confirmed low-income” consumption (defined as LIHEAP 2 

recipients plus PIPP participants) is virtually the same, for both the year as a 3 

whole and for months limited to the heating season. 4 

� The PGL data for May 2012 through April 2014 is set forth in Schedule RDC-3 5 

(page 2 of 2).  Schedule RDC-3 (page 2 of 2) shows: (1) confirmed low-income 6 

customers have usage that is greater than non-low-income consumption in the two 7 

most recent 12-month periods.  This result is likely attributable to the Companies’ 8 

decision to inappropriately limit the definition of low income customers to 9 

LIHEAP and PIPP participants only, rather than to actual differences between the 10 

low-income and non-low-income populations.  Other PGL data, discussed above, 11 

shows that weather-normalized usage for low-income customers is 1,062.86 as 12 

compared to 1,297.68 for typical residential customers. (AG 5.34, Attachment 2).   13 

 14 

Q. PLEASE EXPLAIN THE REASON WHY LOW-INCOME HOUSEHOLDS TEND 15 

TO HAVE LOWER CONSUMPTION. 16 

A. Low-income customers, again defined as households with income at or below 150% of 17 

FPL,6 tend to have lower consumption because they live in substantially smaller housing 18 

units.  Schedule RDC-4 presents data from the U.S. Department of Energy’s most recent 19 

                                                             
5 LIHEAP is the federal Low-Income Home Energy Assistance Program, the federally-funded fuel assistance 
program for heating and cooling bills.   
6 To seek to generalize from the various indicators of “low-income” status I use in my testimony, the primary lesson 
that emerges about the “low-income” is that the objective of using the term “low-income” generally is to identify or 
demarcate households who lack sufficient resources to live a reasonable life-style, or to acquire essential life 
services, either generally (e.g., self-sufficient income or living wage income) or with reference to specific resources 
(e.g., housing, energy) without external assistance and without unreasonable hardship.  
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Residential Energy Consumption Survey (“RECS”) (2009) for the Midwest Census 1 

Region (which includes Illinois).   2 

 3 

The RECS data clearly shows that natural gas consumption increases as the size of the 4 

housing unit increases.  The related housing characteristics support this conclusion.  5 

Residents of single family housing have greater natural gas consumption than residents of 6 

multi-family housing do. Residents of large multi-family dwellings (5+ units) have lower 7 

natural gas consumption than residents of apartments in 2 – 4 unit buildings.  While the 8 

relationship does not hold with owner-occupied single- and multi-family dwellings, 9 

overall, renters have lower consumption than do homeowners.  And renters in multi-10 

family dwellings have lower consumption than renters in single-family homes.   11 

 12 

Q. IS THERE A RELATIONSHIP IN ILLINOIS BETWEEN INCOME AND THE 13 

HOUSING CHARACTERISTICS ASSOCIATED WITH LOWER NATURAL 14 

GAS CONSUMPTION? 15 

A. Yes.  Illinois data from the American Community Survey (“ACS”) is set forth in 16 

Schedule RDC-5 (pages 1 – 3).   This data, which is limited to housing units using natural 17 

gas as their primary heating fuel in Illinois, shows: 18 

� The ACS does not measure the size of housing directly (in terms of square 19 

feet). A reasonable proxy for housing unit size, however, can be found in 20 

either the number of bedrooms or the number of total rooms.  As housing unit 21 

size increases in Illinois, so, too, does income increase. (Schedule RDC-5, 22 

page 1). 23 
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� As income increases, housing unit size increases (as measured by number of 1 

bedrooms).  While 20% to 28% of households with income $20,000 or less 2 

live in housing units with zero or one bedroom, less than five percent (5%) of 3 

households with income greater than $75,000 do.  In contrast, while fewer 4 

than 10% of all households with income less than $30,000 live in housing 5 

units with four or more bedrooms, more than 40% of households with income 6 

greater than $150,000 do.  Nearly half (49%) of households with income 7 

greater than $250,000 live in housing units with four or more bedrooms. 8 

(Schedule RDC-5, page 2). 9 

� While only one-quarter (25.9%) of homeowner units have two or fewer 10 

bedrooms, nearly three-quarters (72.7%) of renter units do.  At the other end 11 

of the spectrum, while 28.1% of homeowners have four or more bedrooms, 12 

only 6.6% of renter households do. (Schedule RDC-5, page 3). 13 

 14 

Q. WHAT DO YOU CONCLUDE FROM THE DATA AND DISCUSSION ABOVE? 15 

A. As noted earlier in my testimony, the Companies’ proposed rates and rate design will 16 

impose disproportionate adverse impacts on low-use customers.  These disproportionate 17 

impacts involve not simply a higher percentage rate increase, but also a higher rate 18 

increase in absolute dollar terms.  Low use natural gas customers tend also to be low-19 

income customers.  As a result, the Companies’ proposed rate levels and rate designs will 20 

impose financial burdens on those customers who can least afford to pay them.   21 

 22 

D. Income and Usage Reduction. 23 
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Q. PLEASE EXPLAIN THE PURPOSE OF THIS SECTION OF YOUR 1 

TESTIMONY. 2 

A. The purpose of this section of my testimony is to demonstrate that low-income 3 

customers, who will be disproportionately harmed by the Companies’ proposed rates and 4 

rate design, as documented above, are not the primary contributors to any alleged reduced 5 

natural gas consumption per customer giving rise to the desire to collect more of the fixed 6 

costs through the customer charge.  The data below shows that, while some low-income 7 

customers have pursued energy efficiency improvements, the participation of low-income 8 

customers in such activities is disproportionately low.  In other words, while the cause of 9 

the challenge does not primarily arise from low-income customers, the burden of the 10 

proposed ratemaking response disproportionately falls upon them.   11 

 12 

Q. ARE LOW-INCOME HOUSEHOLDS LIKELY TO BE THE HOUSEHOLDS 13 

THAT ARE CAUSING AVERAGE RESIDENTIAL NATURAL GAS USAGE TO 14 

DECREASE? 15 

A. No.  The U.S. Department of Energy’s Energy Information Administration (“DOE/EIA”) 16 

publishes its periodic Residential Energy Consumption Survey (“RECS”), which I have 17 

discussed above.  The most recent RECS data publicly available is from 2009.  Using that 18 

2009 RECS data, I have examined the extent to which low-income households have 19 

engaged in specific energy efficiency investments that would likely reduce natural gas 20 

consumption.  There were eleven factors I examined.  I examined seven specific energy 21 

efficiency investments: (1) well insulated home; (2) adequately insulated home; (3) 22 

insulation age less than 10 years old; (4) heating equipment age less than 10 years old; (5) 23 
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hot water heater age less than 10 years old; (6) programmable thermostat; and (7) 1 

weather-stripping age less than 10 years.  In addition, I considered two related electric 2 

measures that, while not reducing natural gas consumption, are commonly viewed as 3 

typical energy efficiency investments (Energy Star refrigerator, refrigerator age 10 years 4 

old or less).  I considered one negative efficiency factor, whether the home was “drafty” 5 

most or all of the time.  Finally, I considered the age of the home (home built subsequent 6 

to 2000).  7 

 8 

I examined data for the East North Central Census Division.7  I examined both the 9 

residential population with income less than 150% of Federal Poverty Level (“FPL”) and 10 

the population with income more than 150% of FPL.   11 

 12 

Q. WHAT DID YOU FIND? 13 

A. Low-income homes have far fewer efficiency measures than do non-low-income homes.  14 

The data is set forth in Schedule RDC-6.  The data shows: 15 

� Non-low-income households live in recently-constructed homes at twice the 16 

rate as low-income households do.  17 

� While there are only somewhat greater proportions of refrigerators purchased 18 

in the last five years in the higher income population, there are significantly 19 

more Energy Star refrigerators than in the low-income population.  20 

� While there are moderately more recent heating systems (i.e., less than five 21 

years old) in the non-low-income population, there are substantially more very 22 

                                                             
7 While the RECS provides some state-specific data, the sample size is insufficiently large to allow me to narrow the 
focus by Federal Poverty Level on a state-specific basis.   
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old heating systems (i.e., more than 20 years old) in the low-income 1 

population. 2 

� Low-income households have a substantially lower rate of programmable 3 

thermostats installed for their primary heating system.   4 

� While non-low-income households report “adequate” insulation at a modestly 5 

higher rate, there are substantially fewer “well-insulated” homes in the low-6 

income population.  Low-income households have recent insulation (less than 7 

ten years old) at half the rate as non-low-income households.   8 

� Low-income households report that their home is “drafty” most or all of the 9 

time at a rate more than 50% higher than non-low-income households do.   10 

� Low-income households have had weather-stripping recently installed at a 11 

substantially lower rate than non-low-income households have.   12 

 13 

Q. PLEASE SUMMARIZE YOUR FINDINGS ABOVE. 14 

A. I conclude that imposing an increased customer charge on low-income customers is an 15 

inappropriate response to a challenge of decreasing revenue per customer due to the 16 

increased use of energy efficiency measures.  Low income customers are not the primary 17 

adopters of energy efficiency.  Under the Companies’ proposed rates, low-income 18 

households will bear the brunt of the Companies’ response to a challenge for which they 19 

were not the primary cause.  Ultimately, my findings and recommendations related to the 20 

Companies’ customer charges support the need for the Commission to adopt 21 

recommendations that reduce the current and proposed PGL/NSG customer charges and 22 

their associated cross subsidies between low and high users.   23 
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 1 

E. Economic Challenges Facing Company Ratepayers.   2 

Q. PLEASE EXPLAIN THE PURPOSE OF THIS SECTION OF YOUR 3 

TESTIMONY. 4 

A.  In this section of my testimony, I will examine income data relevant to each Company’s 5 

service territory.  I conclude that the working poor and poor households living in each 6 

Company’s service territory are facing significant economic challenges.  I conclude 7 

further that it would be inappropriate to transfer increased economic risk from Company 8 

investors to these customers in this rate case.  9 

 10 

Q. ARE THERE PARTICULAR FACTORS TODAY THAT GENERALLY 11 

INDICATE THE ECONOMIC CHALLENGES FACED BY POOR AND 12 

WORKING POOR CUSTOMERS? 13 

A. Yes.  The past year has presented particular challenges to the Chicago-area low-income 14 

population.  Data is set forth in Schedule RDC-7.  Schedule RDC-7 is set forth in two 15 

parts.  Page 1 presents data on consumer income, expenditures, and expenditure shares, 16 

disaggregated by income quintiles.8  Page 2 presents the same data disaggregated by 17 

income dollar ranges. 18 

 19 

Note, for example, that in 2013,9 average annual expenditures per consumer unit10 for the 20 

bottom two quintiles of income exceeded the income of the consumer unit.  The 21 

                                                             
8 “Quintiles” means a division of the number of households into five ranges each of which have an equal number 
(20%) of households.   
9 The data cited here is for the period July 2012 through June 2013.  It will be referenced as “2013” data.   
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difference between income and expenditures is made up by debt and public assistance.  1 

When viewed in absolute dollar terms, expenditures exceed income until income (before 2 

taxes) reaches nearly $50,000.    3 

 4 

In addition, it is evident from Schedule RDC-7 why income for these Chicago-area 5 

residents is insufficient to meet daily needs.  One can divide the total population of 6 

consumers units (which I have previously defined) into five groups, each of which has an 7 

equal number of households (each band is called a “quintile”).  The median income for 8 

the lowest quintile (20%) of households reaches just $10,437.  The median income for the 9 

second lowest quintile reaches only $27,325.  Forty percent of Chicago’s population (i.e., 10 

the bottom two quintiles), in other words, live with incomes of less than half of the self-11 

sufficiency income.   12 

 13 

When measured both by income quintiles and absolute dollars of income, households 14 

with the lowest incomes are over-extended on their home energy bills in particular.  The 15 

combined natural gas/electricity bills alone for these low-income households extend to 16 

more than 20% of total shelter costs for the bottom two income quintiles and until income 17 

reaches more than $50,000.  Utility costs (including water/sewer) that exceed 20% of 18 

total shelter costs are considered to be a particular burden.  It is difficult to keep total 19 

shelter costs at or below 30% of income – the generally-accepted measure of shelter 20 

affordability — when more than 20% of those shelter costs are devoted to home utility 21 

bills alone.   22 

                                                                                                                                                                                                    
10 A “consumer unit” includes families, single persons living alone or sharing a household but who are financially 
independent, or two or more persons living together who share expenses. 
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 1 

Q. ARE ECONOMIC CHALLENGES LIKELY TO BE LIMITED TO THE LOW-2 

INCOME POPULATION? 3 

A. No.  Economic challenges facing customers are climbing increasingly into the working 4 

poor customer base as well.  “Working poor” is defined as people receiving wage income 5 

who nonetheless have gross annual income at or below 150% of the FPL.  In my 6 

discussion below, I will consider data through a two-step process.   7 

� In the first step, I document a self-sufficient income for Chicago area households.  8 

I do that by examining the self-sufficiency standard that has been developed for 9 

Illinois by the Center for Women’s Welfare at the University of Washington in 10 

collaboration with the Social Impact Research Center, a program of the Heartland 11 

Alliance.  The Heartland Alliance is a well-respected Illinois research 12 

organization providing periodic data-based analysis of the circumstances facing 13 

low-income and working populations throughout Illinois. 14 

� In the second step, I compare actual incomes for Chicago area households to the 15 

self-sufficiency standard.  In making this comparison, I consider incomes for the 16 

population as a whole, for working residents, and for poverty level residents.  To 17 

the extent that a household’s income falls below the self-sufficiency standard, that 18 

household has insufficient resources to provide a minimum quality of life.   19 

 20 

Q. WHAT DOES THIS NOTION OF “SELF-SUFFICIENCY” MEAN TO THE 21 

WORKING POOR IN AND AROUND COOK COUNTY? 22 
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A. It is possible to translate the notion of “self-sufficiency” – again, that is what income 1 

would be needed to meet a minimum quality of living without external assistance -- into 2 

what is referred to as a “self-sufficiency wage.”  The “self-sufficiency wage” is the 3 

hourly wage needed for a household to be self-sufficient in Illinois.  A self-sufficiency 4 

standard is calculated on a county-by-county basis for the entire state of Illinois.  The 5 

self-sufficiency standard is also separately calculated for three regions of Chicago (North, 6 

West and South Sides), as well as three regions of Suburban Cook County (North, West 7 

and South Suburban Cook).  My discussion below will consider three areas: (1) Chicago 8 

(North, South and West Sides); (2) Suburban Cook County (North, South, West); and (3) 9 

non-Cook County “collar” counties (DuPage, Kane, Kendall, Lake, McHenry, Will).   10 

 11 

Q. CAN YOU PROVIDE AN OVERVIEW OF THE SELF-SUFFICIENCY 12 

FINDINGS FOR CHICAGO, SUBURBAN COOK COUNTY, AND THE 13 

IMMEDIATELY CONTIGUOUS COUNTIES? 14 

A. Yes.  Schedule RDC-8 sets forth the “self-sufficiency wage” for a family of three, with a 15 

parent, a preschool-age child and a school-age child.  In 2009 (the year in which the last 16 

self-sufficiency study was prepared for Illinois), the self-sufficiency wage ranged from a 17 

low of $23.97 per hour (West Side) to a high of $29.31 per hour (DuPage County).  Of 18 

the twelve geographic areas, eight had self-sufficiency wages of more than $25 per hour.  19 

In every case, the self-sufficiency wage was based on a no-frills family budget.     20 

 21 

Q. WHAT DO YOU KNOW ABOUT THE SELF-SUFFICIENCY STANDARD IN 22 

SUBURBAN COOK COUNTY IN 2014? 23 
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A. Escalating the self-sufficiency standard to 2014 using the U.S. Department of Labor’s 1 

inflation calculator, Suburban Cook County still has some of the highest self-sufficiency 2 

standards in the state, meaning that it is one of the most expensive areas in the state to 3 

live.  Of the 108 geographic areas for which a self-sufficiency standard is calculated, only 4 

eight have a higher standard than West Suburban Cook County and only seven have a 5 

higher standard than South Suburban Cook County; only two geographic areas have a 6 

higher self-sufficiency standard than North Suburban Cook County.  Housing, including 7 

energy, is one of the factors driving these high standards.  In North Suburban Cook 8 

County, a family would pay 26% of income for housing (with the one-parent/two-child 9 

family composition I am discussing).  Households do not have considerable discretion in 10 

their spending in suburban Cook County.  Only eight percent (8%) of the self-sufficiency 11 

budget goes to “miscellaneous” expenses, such as housekeeping, clothing, telephone 12 

service, recreation, savings and debt repayment. 13 

 14 

Q. WHAT DO YOU KNOW ABOUT THE SELF-SUFFICIENCY STANDARD IN 15 

THE COUNTIES CONTIGUOUS TO COOK COUNTY? 16 

A. When I refer to the “contiguous” counties, I am referring to those counties that the 17 

Heartland Alliance has indicated are part of the Chicago metropolitan area other than 18 

Cook County (DuPage, Kane, Kendall, Lake, McHenry and Will Counties).  The 19 

contiguous counties have high self-sufficiency wages, just as their Cook County (and 20 

Chicago) counterparts do.  Kendall County is the lowest, with nine of the 108 Illinois 21 

geographic areas for which a self-sufficiency wage is calculated having a wage higher 22 

than it has.  DuPage County has no geographic area with a higher self-sufficiency wage 23 
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(i.e., it is the most expensive area in Illinois), while Lake County has the second highest 1 

self-sufficiency wage standard.  Kane County has only three geographic areas with a 2 

higher self-sufficiency wage.  Again, the higher the self-sufficiency wage or standard, the 3 

more money is needed to meet a minimum quality of living without external assistance.  4 

 5 

Q. ARE THERE OVERALL CONCLUSIONS TO BE DRAWN FROM THIS 6 

DISCUSSION OF SELF-SUFFICIENCY STANDARDS? 7 

A. Yes.  Overall, as can be seen in Schedule RDC-8, the geographic areas that make up the 8 

service territory of the two utilities before us have the highest self-sufficiency standards 9 

in the State of Illinois.  Remember, the “self-sufficiency standard” does not represent the 10 

income at which households are actually living.  Instead, the self-sufficiency standard 11 

identifies the level of income needed to maintain a minimum level of living without 12 

assistance.  It is important to understand two factors about the self-sufficiency standard.   13 

� First, someone who has an income that is equal to the self-sufficiency 14 

standard is not living a “comfortable” life.  This person has no savings. This 15 

person spends nothing on recreation.  This person spends a minimum amount 16 

on clothing or housekeeping items.  This person does not make capital repairs 17 

to his/her housing or transportation.  This person buys nothing on credit.   18 

� Second, the self-sufficiency standard is significantly greater than the Federal 19 

Poverty Level.  While the 2014 Poverty Level for the three-person household 20 

I discuss above is nearly $19,800 a year, the self-sufficiency standard tends to 21 

fall in a range greater than $60,000 a year.  Someone can have income three 22 
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times the Federal Poverty Level, in other words, and nonetheless still have 1 

inadequate income to be self-sufficient. 2 

 3 

Having established what it takes to maintain a minimum living standard in the 4 

Companies’ service territories, let me turn next to a discussion of the incomes of the poor 5 

and working poor served by the two Companies.   6 

 7 

Q. BRIEFLY EXPLAIN THE INQUIRY YOU MADE WITH RESPECT TO THE 8 

COMPANIES’ SERVICE TERRITORIES. 9 

A. I examined the most recent Census data available for purposes of this testimony.  That 10 

data came from the 2012 American Community Survey (“ACS”).  I used the 5-year data 11 

to maximize the number of communities I could examine from the Companies’ service 12 

territories.  I matched each Company’s list of incorporated communities in its service 13 

territory (AG-5.13(a)) – the PGL “list” of course includes only Chicago -- to the list of 14 

Illinois “places” for which ACS data is reported.11  The following discussion is based on 15 

this data.   16 

 17 

Q. PLEASE EXPLAIN WHAT YOU FIND FOR THE CITY OF CHICAGO. 18 

A. The City of Chicago has both broad and deep poverty.  Schedule RDC-9 (page 1 of 2) 19 

shows that 270,000 Chicago residents, 10% of the City’s population, live with income 20 

                                                             
11 There were a limited number of communities served by NSG for which Census data is not available: Diamond 
Lake, Druce Lake, Forrestal Village, Fort Sheridan, Great Lakes, Halsey Village, Indian Creek, Prairie View and 
Wildwood. 
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less than 50% of the Federal Poverty Level.  More than 20% of Chicago’s population 1 

lives at or below the FPL.12  2 

 The percentage of people living at various Federal Poverty Levels is as important, 3 

if not more so, as the absolute number of people.  Nearly one-quarter (22%) of Chicago’s 4 

residents live with income below the Federal Poverty Level, while more than one-third 5 

live with income below 150% of the FPL.  Nearly half (44%) of all Chicago residents 6 

live with income below 200% of the Federal Poverty Level.  As I discussed above, 200% 7 

of the Federal Poverty Level is well below a self-sufficiency income for the City of 8 

Chicago.  The City of Chicago exhibits a depth of poverty far greater than the 9 

communities comprising the NSG service territory (with limited exceptions identified 10 

below).   11 

 12 

Q. DID YOU MAKE SIMILAR FINDINGS FOR THE NSG COMMUNITIES? 13 

A. I find that there is also a significant poverty-level population in the NSG service territory.  14 

Schedule RDC-9 (page 1 of 2) shows that there are nearly 80,000 people living in the 15 

                                                             
12 In 2012, 100% of the Federal Poverty Level was as follows by household size:   

 

Persons in 
family/household Poverty guideline 

1 $11,170 

2 15,130 

3 19,090 

4 23,050 

5 27,010 

6 30,970 

7 34,930 

8 38,890 

For families/households with more than 8 persons, 
add $3,960 for each additional person. 
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NSG service territory with income at or below 200% of the Federal Poverty Level.  1 

Nearly as many people live in extreme poverty (below 50% of FPL) (12,513) as live at 2 

the upper income range of this FPL population (13,217 between 175% and 200% of 3 

FPL).  Nearly 30,000 people live below 100% of the Federal Poverty Level.  Nearly 4 

twice the number of people live with income below 50% of the Federal Poverty Level as 5 

live in the upper reaches of the ranges I have defined as low-income (185 – 200% of 6 

Poverty) (12,513 below 50% FPL / 7,245 at 185-199% FPL = 1.73x).   7 

 8 

The percentage of people living with low incomes shows the pockets of poverty in the 9 

NSG service territory.  While 14% of all people in the NSG study communities live with 10 

income below 200% of the Federal Poverty Level (Schedule RDC-9, page 2 of 2), any 11 

number of communities in the NSG service territory substantially exceed that number.  12 

Highwood (21%), North Chicago (28%), Park City (31%), Round Beach (23%), 13 

Waukegan (28%) and Zion (22%) all have substantially greater penetrations of poverty 14 

than does the service territory as a whole.    15 

 16 

Q. PLEASE PROVIDE A BRIEF EXPLANATION OF THE AGE DIMENSIONS OF 17 

THIS POVERTY POPULATION. 18 

A. Individuals with poverty incomes disproportionately tend to be the aged in the Chicago 19 

area.  In the City of Chicago, the penetration of low-income status increases particularly 20 

in the very old.  While 36% of persons aged 35 to 54 live at or below 200% of the 21 

Federal Poverty Level in Chicago, 39% of persons aged 65 to 74 do, and 47% of persons 22 

aged 75 or older do. (American Community Survey, Table B17024, 2012 5-year data).  23 
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While 27% of persons aged 35 to 54 live at or below 150% of the FPL in Chicago, the 1 

penetration increases to 29% for persons aged 65 to 74, and up to 34% for persons aged 2 

75 and older.  The aged are substantially over-represented in the poverty population given 3 

their percentage of the total population.  4 

 5 

Q. PLEASE EXPLAIN THE RELATIONSHIP BETWEEN EMPLOYMENT AND 6 

POVERTY IN THE COMPANIES’ SERVICE TERRITORIES. 7 

A. It is frequently thought that “work” is the way for individuals (and thus families) to 8 

escape their poverty status.  Schedule RDC-10 shows the number (and percentage) of 9 

men and women who have income at or below the Federal Poverty Level despite being 10 

employed.   11 

� In the City of Chicago, more than 3-of-10 males who live with income below 12 

the Federal Poverty Level do so despite being employed.  More than one-13 

quarter (26%) of women do.   14 

� In the NSG service territory, 41% of the men and 30% of the women living 15 

with incomes below the FPL in the Company’s service territory experience 16 

their low-incomes despite being employed.  Indeed, in nine (9) of the 17 

Company’s communities, half or more of the men with sub-FPL  incomes are 18 

employed, while in an additional four (4), more than 45% (but less than half) 19 

of the men with sub-Federal Poverty Level incomes are employed.   20 

Indeed, as Schedule RDC-11 documents, a sizable minority of these persons in the 21 

Company’s service territory have sub-Federal Poverty Level incomes despite being 22 
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employed full-time, year-round.  In Chicago, more than 16,000 men and more than 1 

15,000 women live with income below the FPL despite being employed full-time.   2 

 3 

As is evident from this data, in the Companies’ service territories, one can be “poor” 4 

despite being employed.  Moreover, since this Census data only tracks individuals who 5 

have income below 100% of the FPL, and since we know from my discussion above that 6 

“being poor” extends to incomes far higher than 100% of the FPL, there is an even 7 

greater working poor population in the Company’s service territory than I have identified 8 

immediately above.   9 

 10 

Q. PLEASE DESCRIBE THE INCOME LEVELS THAT YOU REFER TO IN 11 

ABSOLUTE DOLLAR TERMS WHEN YOU REFERENCE “POVERTY LEVEL” 12 

INCOMES. 13 

A. Schedule RDC-12 sets forth data on the median incomes in the Chicago area by income 14 

quintile (i.e., 20% ranges).  The overall median income of the total population in each 15 

community for the service territories of PGL and NSG is also presented.   16 

 17 

 The difficulty Chicago residents will have in paying increased natural gas rates is 18 

particularly evident in Schedule RDC-12.  The median income in Chicago for the third 19 

quintile (below which level 50% of the population lives) is $47,653.  This means that at 20 

least 50% of Chicago’s population lives below the self-sufficiency income for each of the 21 

North Side ($61,871), the West Side ($56,137) and the South Side ($56,267). (Schedule 22 

RDC-8).  The median income for the second lowest quintile in Chicago ($26,105) is less 23 
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than half of the self-sufficiency income for each region of the City.  The median income 1 

for the bottom quintile ($8,682) is less than 20% of the self-sufficiency income. 2 

 3 

 Several important conclusions can be drawn from the data for the NSG service territory 4 

as well.  First, in no community, with the possible exception of Riverwoods, is the 5 

median income for the lowest quintile (i.e., the 20% of persons with the lowest incomes) 6 

high enough to meet the region’s self-sufficiency standard.  In four of the Company’s 7 

communities, the median income for the second quintile of income is at or below 8 

$30,000, while in five more communities, the median income of the second quintile is 9 

more than $30,000 but less than $50,000, well below the self-sufficiency standard.  10 

Indeed, the Company serves four communities where the median income for the third 11 

quintile is less than $50,000 (again, well below the self-sufficiency standard).  Given 12 

these incomes throughout the Company’s service territory, it is not surprising that the 13 

Company faces substantial inability-to-pay problems.   14 

 15 

Q. WHAT DO YOU CONCLUDE BASED ON THE DATA AND ANALYSIS 16 

PRESENTED IMMEDIATELY ABOVE? 17 

A. I conclude that a substantial proportion of the Chicago-area ratepayers cannot afford to 18 

pay their home natural gas bills even under current rates.  Adjusting the rates upward to 19 

reflect an increased rate of return and to reflect the rate design proposed by the 20 

Companies imposes further unreasonable burdens on these customers.  As noted above, 21 

balancing the relative benefits and burdens of proposed rates is essential to the 22 

Commission’s review of the Companies’ rate proposals and the establishment of just and 23 
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reasonable rates.  Upon balancing the relative benefits and burdens on ratepayers to the 1 

benefits to investors, the relative benefits and burdens supports the recommendations of 2 

the Attorney General to (1) reduce the current and proposed PGL/NSG customer charges 3 

and their associated cross subsidies between low and high users, and (2) to adopt specific 4 

proposed accounting adjustments that eliminate questionable or excessive costs, 5 

ultimately minimizing any rate increase granted to the Companies. 6 

 7 

F. Company Reports of Financial Performance: Investors. 8 

Q. PLEASE DESCRIBE THE PURPOSE OF THIS SECTION OF YOUR 9 

TESTIMONY. 10 

A. In this section of my testimony, I review statements to investors by Integrys Energy 11 

Group, Inc. (“Integrys”), which is the parent company of Peoples and North Shore.  My 12 

purpose is to determine the burdens and risks facing Integrys relative to the burdens and 13 

risks facing low-income residents as I have discussed above.  Again, one essential part of 14 

utility ratemaking is to balance the interests of ratepayers and investors.   15 

 16 

Q. DID THE COMPANY CONSIDER THE IMPACT THAT ITS PROPOSED RATE 17 

LEVELS AND RATE DESIGN MIGHT HAVE ON CUSTOMER SERVICE 18 

GENERALLY AND ON LOW-INCOME CUSTOMERS SPECIFICALLY? 19 

A. No.  Each Company was asked to provide the Attorney General with each presentation to 20 

the Company’s and/or the Integrys Board of Directors regarding low-income issues, 21 

along with any agenda items regarding low-income and/or set of written materials 22 

distributed as part of such an agenda item.  No such presentations, agenda items or 23 
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materials existed. (Response to Data Request AG 5.17).  Moreover, the Attorney General 1 

asked each Company to provide a copy of each presentation to the Company’s and/or 2 

Integrys Board of Directors, along with any agenda items regarding customer service 3 

and/or credit and collection issues, as well as any set of written materials distributed as 4 

part of that agenda item.  No such materials existed. (Response to Data Request AG 5 

5.18).   6 

 7 

Not only does the material considered and circulated by the Companies substantively 8 

differ from the discussion of risks provided to the Commission in this case, but the 9 

Companies also utterly failed to consider the balancing of interests which is to be a 10 

critical component of determining whether rates are “just and reasonable.” 11 

 12 

Company witness Derricks, for example, referred to the need (of each Company) “to 13 

reduce the continuing large gap between the costs that it incurs in order to serve its 14 

customers and the costs that it recovers through its rates.“  (PGL/NSG Exh. 1.0, at page 15 

4).  Company witness Moul, in setting his common equity return recommendation stated 16 

that he did not engage in a balancing of interests, but rather “determined the cost of 17 

common equity for the Company using capital market and financial data routinely relied 18 

upon by investors to assess the relative investment risk, and hence the cost of equity, for a 19 

natural gas utility. . .” (PGL/NSG Exh. 3.0, at page 3).  Moul stated that he considered 20 

only “investors’ assessment of overall risk,” which, he stated, includes “business risk” 21 

and “financial risk.” (PGL/NSG Exh. 3.0, at page 7).   22 

 23 
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Moul said that both NSG and PGL are “riskier” companies because they are smaller.  1 

“All other things being equal, a smaller company is riskier than a larger company. . .” 2 

(NSG Exh. 3.0, at page 8; PGL Exh. 3.0, at page 8).  Moul further testified that both 3 

utilities are riskier companies because: (1) they have high operating ratios; (2) greater 4 

variability in earned returns; and (3) a decline in internally-generated funds.  (NSG Exh. 5 

3.0, at pages 8 – 9; PGL Exh. 3.0, at pages 9 - 10). Overall, Moul said, “the Company’s 6 

overall risk profile is higher than that of the Delivery Group and thus a higher equity 7 

return could be justified.” (NSG Exh. 3.0, at page 13; PGL Exh. 3.0, at page 13).   8 

What is missing in the Companies’ proposed rate increase presentation, however, is an 9 

analysis of how their proposals will affect their customers.  The Commission, charged 10 

with balancing the interests of both ratepayers and shareholders, must also examine the 11 

impacts of proposed rates on customers and how those proposals impact their ability to 12 

access essential utility service.  13 

 14 

Q. HOW HAS INTEGRYS CHARACTERIZED THE SUCCESS OF ITS 15 

OPERATIONS IN THE PAST YEAR? 16 

A. Integrys most recently told its investors that the company can grow its consolidated 17 

earnings in the range of 4% to 6% per year on an average annualized basis “for the 18 

foreseeable future.”13  Certain structural changes are occurring that benefit Integrys, 19 

including propane price increases and supply shortages, which have elevated natural gas 20 

conversions throughout the respective service territories.14 21 

 22 

                                                             
13 Integrys Energy Group, Inc., First Quarter 2014 Earnings Conference Call Transcript, at 2 (May 2, 2014). 
(hereafter, May Call Transcript). 
14 May Call Transcript, at 3. 
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 Indeed, Integrys has had better-than-expected performance in the past year.  In the Fourth 1 

Quarter 2013 Earnings conference call,15 an Integrys executive said: “I’m pleased to 2 

report that our fourth quarter and full year 2013 consolidated financial results were at the 3 

higher end of the expectations we set in our third quarter earnings conference call last 4 

November and were significantly better than our financial results for the same periods in 5 

2012.  Our utilities performed well and continue to be the core of our earnings.”16  An 6 

Integrys executive said that Integrys’ good performance is “based solely on our strong 7 

utility growth.17 and that “our regulated businesses are our core. . .[T]hey continue to 8 

perform well and provide the vast majority of our earnings and our growth.”18 9 

 10 

Q. CAN YOU COMPARE THIS TO ANY RECENT ANALYSIS OF THE 11 

PROJECTED WELL-BEING OF LOW-INCOME CUSTOMERS IN THE 12 

CHICAGO AREA? 13 

A. Yes.  In its most recent report on poverty in Illinois, the Heartland Alliance noted that:  14 

 15 

Factors related to education, housing, health, and assets also contribute to a person’s 16 

chances of being able to succeed through work—and not experience poverty. 17 

Furthermore, as much as these factors contribute to poverty’s existence, they are also 18 

symptoms of poverty, existing in a symbiotic relationship whereby hardship can 19 

induce poverty and poverty can reinforce hardship.19 20 

 21 

 My experience leads me to agree with this observation about the “symbiotic relationship” 22 

between the causes and symptoms of poverty.  My work on unaffordable home energy 23 

                                                             
15 Integrys Energy Group, Inc., Fourth Quarter 2013 Earnings Conference Call Transcript (February 27, 2014). 
(hereafter, February Call Transcript).   
16 February Call Transcript, at 3. 
17 February Call Transcript, at 3. 
18 February Call Transcript, at 11. 
19 Heartland Alliance (January 2013). Illinois 33%; report on Illinois Poverty, at 2, Social Impact Research Center 
(Heartland Alliance): Chicago (IL). 
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leads me to believe that the unaffordability of home heating bills not only is a result of 1 

living in poverty, but that unaffordability tends to keep people in poverty as well.  The 2 

failure of PGL and NSG, along with the failure of Integrys, to consider the impacts of 3 

rate levels and rate designs on low-income customers even further contributes to the 4 

breadth and depth of the problems.   5 

 6 

 The Heartland Alliance study found that poverty in Illinois has increased by three percent 7 

(3%) from 2007 to 2013.  Moreover, the income of the poorest 20% of Illinois residents 8 

(the “bottom quintile”) has decreased by more than 15% since the mid-1990s.  Contrary 9 

to the optimistic projections for Integrys (and its subsidiary utilities), the projection for 10 

the poor in Chicago, which represents 65% of the poverty population in Illinois, is not 11 

only that the low-income population is expanding in numbers, but that the low-income 12 

population is also becoming poorer.   13 

 14 

Q. WHAT DO YOU CONCLUDE? 15 

A. When one balances the interests of all stakeholders in the utility ratemaking process, 16 

including both investors and customers, the balance of interests requires recognition of 17 

the needs of the customers, including the low-income customers, of both PGL and NSG.  18 

I conclude that this balancing of interests supports Commission adoption of the Attorney 19 

General’s recommendations (1) to reduce the current and proposed PGL/NSG customer 20 

charges and their associated cross subsidies between low and high users, and (2) to adopt 21 

specific proposed accounting adjustments that eliminate questionable or excessive costs, 22 

ultimately minimizing any rate increase granted to the Companies.  23 
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 1 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 2 

A. Yes, it does.   3 

 4 




