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1 QL PLEASE STATE YOUR NAME AND ADDRESS. 

2 AL My name is Roger Colton. My address is Fisher, Sheehan & Colton, Public Finance and 

3 General Economics, 34 Warwick Road, Belmont, Massachusetts, 02478. 

4 

5 Q2. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

6 A2, I am a principal in the firm of Fisher Sheehan & Colton, Public Finance and General 

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

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

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

10 

11 Q3, FOR WHOM ARE YOU TESTIFYING IN THIS PROCEEDING? 

12 A3. I am testifying on behalf of the Office of the Ohio Consumers* Counsel (OCC) of 

13 Columbus, Ohio. 

14 

15 Q4, PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND. 

16 A4. 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, and 

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

19 Hampshire, New Jersey, Maryland, Pennsylvania, North Carolina, Ohio, Indiana, Iowa, 

20 Arkansas, Colorado, New Mexico, Oregon and Washington. My clients include state 

21 agencies (e.g., Pennsylvania Office of Consumer Advocate, Maryland Office of Peoples 

22 Counsel, North Carolina Department of Justice, Iowa Department of Human Rights), federal 

23 agencies (eg., U.S. Department of Health and Human Services), community-based 

1 
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1 organizations {e.g.. Community Action of New Mexico, Coalition to Keep Indiana Warm, 

2 Community Action Partnership of Oregon), and private utilities {e.g., Entergy Services, 

3 Tacoma Public Utilities). In addition to state- and utility-specific work, I engage in national 

4 work in the United States and Canada. For example, I am currently working on a national 

5 study of the responses of water utilities to the payment troubles of residential customers for 

6 the American Water Works Association Research Foundation. In 2007,1 was part of a team 

7 that performed a multi-sponsor public/private national study of low-income energy 

8 assistance programs. 

9 

10 Q5. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

11 A5. After receiving my undergraduate degree fi"om Iowa State University (1975), I obtained 

12 further training in both law and economics. I received my law degree fi*om the University of 

13 Florida in 1981. I received my Masters Degree (economics) from the McGregor School 

14 (Antioch University) in 1993. 

15 

16 Q6, HA VE YOU AUTHORED ARTICLES ON PUBLIC UTILITY REGULATORY 

17 ISSUES? 

18 A6. Yes. I have published more than 80 articles in scholarly and trade joumals, primarily on 

19 low-income utility and housing issues. I have published an equal number of technical 

20 reports for various clients on energy, water, telecommunications and other associated low-

21 income utility issues. A list of my professional publications is appended as Attachment RC-

22 1. 

23 
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1 Q7. HA VE YOU EVER TESTIFIED BEFORE THIS OR OTHER UTILITY 

2 COMMISSIONS? 

3 A7. Yes. I have previously testified before the Public Utilities Commission of Ohio ('TUCO" or 

4 "Commission") on a variety of low-income energy and telecommunication issues. In 

5 addition, I have testified in regulatory proceedings in more than 30 states and various 

6 Canadian provinces on a wide range of low-income water, telecommunications and energy 

7 issues. Proceedings in which I have previously appeared as an expert witness are listed in 

8 Attachment RC-1. 

9 

10 Q8. PLEASE EXPLAIN THE PURPOSE OF YOUR TESTIMONY. 

11 A8. My testimony supports certain OCC objections to the PUCO Staff Report and addresses 

12 issuesraisedby those objections. Specifically, I will address the following items: 

13 > First, I will consider the context within which low-income customers face natural 

14 gas rate increases in Ohio; 

15 > Second, I will examine the relationship between income and natural gas 

16 expenditures; 

17 > Third, I will consider whether a population of customers participating in the Ohio 

18 Percentage of Income Payment Plan (PIPP) program is a good surrogate for 

19 assessing the usage of low-income customers in general; 

20 > Finally, I will assess the bill impact on low-use customers of the fixed-variable 

21 rate design proposal advanced by Vectren and PUCO Staff 

22 

23 
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1 I conclude that income is directly related to natural gas consumption and expenditures. 

2 As income increases, natural gas usage increases. As a result, I conclude that a move to a 

3 straight fixed variable rate structure will disproportionately harm low-income, low-use 

4 customers. The increase in bills to low-income customers places an imfair burden on 

5 those customers least able to afford such an increase. 

6 

7 I. LOW-INCOME ENERGY BURDENS IN OHIO 

8 

9 Q9. PLEASE EXPLAIN THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY. 

10 A9. In this section of my testimony, I consider the context within which Vectren Energy 

11 Delivery of Ohio ("Vectren" or "Company") is proposing a rate increase for low-income 

12 customers. In addition to proposing an ov^all revenue increase through increased rates, 

13 the Company is proposing to reduce expenses collected through its volumetric charges 

14 and to reallocate the collection of those expenses to the fixed customer charge. This 

15 process of reallocation fi-om volumetric to fixed charges will have the effect, as I describe 

16 in detail below, of further increasing rates to low-use, low-income customers. I conclude 

17 that the Company's low-income customers are not capable of absorbing the increased 

18 natural gas rates that are included in the Company's filing. 

19 
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1 A. Low-Income Home Energy Affordability 

2 QIO. PLEASE DESCRIBE THE STATUS OF HOME ENERGY AFFORDABILITY IN 

3 OHIO. 

4 AlO. Home energy bills, including natural gas bills, pose a crushing burden to low-income 

5 households in Ohio today. The standard measure of the affordability of home energy is 

6 based on home energy burdens. Home energy burdens represent bills as a percentage of 

7 income. The difference between an affordable home energy bill and actual home energy 

8 bills is known as the Home Energy Affordability Gap.̂  In Ohio, the Home Energy 

9 Affordability Gap is large and getting larger. The 2007 Affordability Gap for households 

10 with income at or below 185% of the Federal Poverty Level^ reached $1,571 per 

11 household.^ Ohio's 2007 Affordability Gap represents an increase of more than 125% 

12 over the Affordability Gap experienced by Ohio households as recently as 2004. The 

13 2004 Home Energy Affordability Gap in Ohio was $694 per household."* 

14 

' In calculating the Home Energy Affordability Gap, affordability is defined as a 6% home energy burden. For a 
household with an income of $10,000, in other words, an "affordable" home energy bill is $600. If that household 
has an actual home energy bill of $900, the household has an energy burden of 9%, and has a Home Energy 
Affordability Gap of $300. 

^ The generally accepted measure of "being poor" in the United States today indexes a household's income to the 
"Federal Poverty Level" pubhshed each year by the U.S. Department of Health and Human Services (HHS). The 
Poverty Level looks at income in relation to household size. This measure recognizes that a three-person household with 
an annual income of $6,000 is, in fact, "poorer" than a two-person household with an annual income of $6,000. The 
federal government establishes a uniform "Poverty Level" for the 48 contiguous states. A household's "level of Poverty" 
refers to the ratio of that household's income to the Federal Poverty Level. For exanple, the year 2005 Poverty Level for 
a two-person household was $12,830. A two-person household with an income of $6,415 would thus be living at 50% of 
Poverty. 

^ There is no magic to the use of the 185% of Poverty Level figure. The annual Home Energy Affordability Gap is 
calculated for households at or below 185% of the Federal Poverty Level. It does not extend to 200% of the Federal 
Poverty Level. In addition, while Affordability Gap figures are published for particular ranges of the Federal 
Poverty Level (e.g., 0 - 50% of Poverty; 50 - 75% of Poverty), the aggregate statewide figure is published for all 
households at or below 185% of Poverty Level. 

* Programs such as Ohio's PIPP are seen to help fill the Affordability Gap, not to reduce it. 
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1 QIL IS THE INCREASE IN THE OVERALL PER-HOUSEHOLD HOME ENERGY 

2 AFFORDABILITY GAP THE ONLY AFFORDABILITY CONCERN IN OHIO? 

3 Al l . No. One concem about the Home Energy Affordability Gap in Ohio is the extent to 

4 which the unaffordability of home energy is now reaching into the more moderate 

5 income levels. Schedule RDC-1 shows the home energy burdens by Federal Poverty 

6 Level for each year 2004 through 2007, the most recent year available. As can be seen 

7 from Schedule RDC-1, in 2007, home energy bills approached 10% of income for 

8 households at 150 - 185% of Federal Poverty Level for the first time. These more 

9 moderate income households experienced a home energy burden of only 6.7% in 2004. 

10 

11 At the same time, the burden of home energy bills continues to escalate for the lowest 

12 income Ohio households. The home energy burden for households with income below 

13 50% of the Federal Poverty Level increased to more than 65%. What this means is that 

14 $0.65 of every dollar of income for these households is devoted simply to home energy 

15 bills. For households with income between 50% and 74% of the Federal Poverty Level, 

16 home energy bills exceeded 25% of income, while for households with income between 

17 75% and 125%) of Federal Poverty Level, home energy burdens were between 12% and 

18 15% of household income. 

19 

20 Q12. ARE THERE SIGNIFICANT NUMBERS OF OHIO HOUSEHOLDS WHO LIVE 

21 WITH THESE HOME ENERGY BURDENS? 

22 AI2. A substantial number of Ohio households live with the annual incomes associated with 

23 these unaffordable home energy burdens. While more than 215,000 Ohio households 
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1 lived with income at or below 50% of the Federal Poverty Level at the time of the 2000 

2 Census, 125,000 more lived with income between 50% and 74% of Poverty. An 

3 additional roughly 135,000 more households lived with income between 75% and 99% of 

4 the Federal Poverty Level. The numbers of Ohio households by Poverty Level are set 

5 forth in Schedule RDC-2. While I have not specifically examined the number or 

6 proportion of households at or below 185% of Federal Poverty Level using natural gas as 

7 their primary heating fuel, pubhshed data (see, e.g.. Schedule RDC-15) indicates that 

8 roughly 550,000 Ohio households at or below 150%> of Poverty Level (67%>) use natural 

9 gas. This is consistent with the state's overall 65 - 70% penetration of natural gas within 

10 the residential population as a whole. I discuss the specific numbers of households that 

11 use natural gas, disaggregated by income level, in more detail below. 

12 

13 Q13. HA VE NA TUBAL GAS PRICES CONTRIBUTED TO THIS INCREASE IN THE 

14 OHIO HOME ENERGY AFFORDABILITY GAP? 

15 A13. Yes. According to the Energy Information Administration (EIA) of the U.S. Department 

16 of Energy (DOE), winter natural gas prices in Ohio have increased more than 33% since 

17 2004 (from $0.956/ccf to $l.275/ccf).^ 

18 

19 QU. WHATIS THE IMPACT OF INCREASING HOME ENERGY BURDENS IN OHIO? 

20 A14. One of the impacts of the increasing home energy burdens in Ohio is the extent to which 

21 such burdens place fundamental needs at risk. One such fundamental need is the 

Energy Information Administration, Natural Gas Monthly, Table 21 (May 2004), Table 19 (May 2007). 
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1 accessibility to affordable shelter. Like home energy, the affordability of shelter is 

2 measured by the "burden" which shelter costs place upon household income. Households 

3 are considered to be at risk if their shelter costs exceed 30% of household income.^ 

4 "Shelter costs" include not only rent and mortgage payments, but include home utilities 

5 as well (excepting telephone).^ Schedule RDC-3 shows the increasing shelter burdens 

6 being borne by low-income households in Ohio. While 68% of renters with annual 

7 income below $10,000 had gross rent burdens -"gross rents" include utility costs—of 

8 more than 30% at the time of the 2000 Census, that proportion had increased to 72% by 

9 the time of the 2006 American Community Survey. As with the Home Energy 

10 Affordability Gap analysis, the impact of moving more moderate households into 

11 unaffordable burdens is seen with these gross rents. While 24%> of households with 

12 income between $20,000 and $34,999 had gross rent burdens of more than 30% at the 

13 time of the 2000 Census, that proportion had increased to 43% by the time of the 

14 American Community Survey. While 4% of Ohio households with incomes of between 

15 $35,000 and $50,000 had gross rent burdens of more than 30%o at the time of the 2000 

16 Census, that proportion had tripled (to 12%) by the time of the 2006 American 

17 Community Survey. 

Throughout HUD's affordable housing programs, the term "cost burden" is a term of art. It is defined as the 
percentage of household income spent for mortgage costs or gross rent. According to HUD programs, households 
spending more than 30 percent of income for these housing costs are considered to be "cost-biu"dened." Households 
spending more than 50 percent are considered to be "severely cost-burdened." See, e.g., 24 CFR Subtitle A, Section 
91.5 (definition of "cost burden"). This 30-percent standard is generally accepted. Consider, for exan^le, the 
annual survey of housing affordability published by the National Low-Income Housing Coalition (NLIHC) ("Out of 
Reach: Why Everyday People Can't Afford Housing"). NLIHC describes the contents of its report as follows: "For 
each jurisdiction, the report calculates the amount of money a household must earn in order to afford a rental unit at 
a range of sizes (0, 1, 2, 3, and 4 bedrooms) at the area's Fair Market Rent (FMR), based on the generally accepted 
affordability standard of paying no more than 30% of income for housing costs." http://www.nlihc.org/oor/oor2008 
(accessedJuly 19, 2008). 

http://www.nlihc.org/oor/oor2008


Direct Testimony of Roger D. Colton 
On Behalf of the Office of the Ohio Consumers' Counsel 

PUCO Case No 07-1080^GA-AIR et a l 

1 Q15. CAN YOU ATTRIBUTE THESE INCREASING SHELTER BURDENS TO HOME 

2 ENERGY COSTS? 

3 A15. Yes. I have examined home energy prices as a percentage of the Fair Market Rent (FMR) 

4 for two-bedroom units in each Ohio county. FMRs are published annually by the U.S. 

5 Department of Housing and Urban Development (HUD) to represent rents at the 40* 

6 percentile. This means that 40% of all rents are lower than the FMR, while 60% are 

7 more than the FMR. As I discuss above, FMRs are like the "gross rent" reported by the 

8 Census, including not only the contract rent for the housing itself, but all utilities (except 

9 telephone service). In 2004, 54 of Ohio's counties had FMRs in which home energy 

10 exceeded 22% of the FMR, while home energy exceeded 25% of the FMR in 30 coimties. 

11 In only two (2) Ohio counties did home energy exceed 30% of the FMR. By 2007, 

12 however, home energy exceeded 22% of FMR in 87 of Ohio's 88 counties. Indeed, in 

13 2007, in 73 counties, home energy exceeded 25% of FMR, while home energy exceeded 

14 30% of FMR in 59 counties. Clearly, recent increases in home energy prices are 

15 threatening the affordabitity of basic shelter in Ohio. 

16 

17 II. THE RELATIONSHIP BETWEEN INCOME AND NATURAL GAS USAGE 

18 

19 Q16. PLEASE EXPLAIN THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY. 

20 A16. In this section of my testimony, I examine the natural gas expenditure patterns in Ohio to 

21 assess what relationship, if any, exists between income and natural gas consumption. I 

^ See e.g., 24 CFR §5.100 (2008). 
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1 conclude that a direct relationship exists between income and natural gas consumption. 

2 As income increases, natural gas usage and expenditures increase as well. A variety of 

3 data supports this conclusion. 

4 

5 A. State-Specific Ohio Data. 

6 L Income and Usage. 

7 Q17. HAVE YOU EXAMINED OHIO SPECIFIC DATA TO ASSESS THE 

8 RELATIONSHIP BETWEEN NATURAL GAS USAGE AND INCOME? 

9 A17. I have examined data produced by the U.S. Census Bureau setting forth natural gas bills 

10 by income level for the State of Ohio. While the Census data does not contain usage data, 

11 per se, the data on expenditures will, nonetheless, provide reasonable insights into the 

12 relative use of natural gas by income level. 

13 

14 The Ohio data is set forth in Schedule RDC-4. In this schedule, I present natural gas 

15 monthly expenditures as reported by the 2006 American Community Survey, the most 

16 recent Census data available. The American Conmiunity Survey collects annual data on 

17 selected household and housing characteristics in years between the Decennial Census. 

18 As can be seen, natural gas expenditures increase as each income tier increases in Ohio. 

19 Indeed, the monthly 2006 expenditures for households with income between $150,000 

20 and $250,000 are twice as high as the monthly expenditures for households with income 

21 less than $10,000 ($158.60 vs. $65.90). Indeed, the median income in Ohio in 2006 was 

22 $44,532. The monthly natural gas expenditure for the income range encompassing that 

23 median income ($40,000 - $50,000) was $98.20, more than 50% higher than expenditures 

10 
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1 at the lowest income leyel ($65.90), but only 60% of expenditures at the highest income 

2 level ($158.60). Schedule RDC-5 presents the same data graphically. The graphic 

3 presentation of the data reveals in clear terms the continuous increase in natural gas 

4 consumption as household income increases. 

5 

6 Q18. WOULD THE RESULTS OF YOUR ANALYSIS CHANGE I F YOU EXAMINED 

7 THE POVERTY LEVEL OF A HOUSEHOLD RATHER THAN HOUSEHOLD 

8 INCOME? 

9 A18. No. Poverty Level is a measure of income taking into accoimt household size. Poverty 

10 Level recognizes, for example, that a three-person household with an income of $10,000 

11 is "poorer" than a two-person household with an income of $10,000. Overlaying 

12 household size onto income by considering the Poverty Level of a household does not 

13 change the resuhs of my inquiry. Schedule RDC-6 presents monthly natural gas bills for 

14 Ohio by increasing levels of the Federal Poverty Level. In Ohio, the monthly natural gas 

15 expenditure at 300% of Poverty or more is more than 130% of the natural gas 

16 expenditures for households with income below 50% of Federal Poverty Level. 

17 

18 Q19. HAS THERE BEEN OTHER EMPIRICAL ANALYSIS THAT HAS BEEN 

19 UNDERTAKEN OF THE RELATIONSHIP BETWEEN INCOME AND NATURAL 

20 GAS EXPENDITURES THA TIS CONSISTENT WITH THIS OHIO DA TA? 

21 A19. Yes. The U.S. Department of Energy, Energy Information Administration ("DOE/EIA") 

22 has published regular periodic reports entitled the Residential Energy Consumption 

23 Survey ("REGS"). In a document released in June 2001 (and modified in April 2002), 

11 
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1 DOE/EIA released its analysis of RECS data titled Natural Gas Use in American 

2 Households. In the section of its analysis that examines the relationship between income 

3 and natural gas usage, DOE/EIA states: 

4 The use of natural gas for any end use and as the main heating fuel was 

5 approximately the same regardless of household income category. In 

6 contrast, natural gas consumption and expenditiures per household did vary 

7 by household income—^higher income households consumed more and 

8 spent more on average. Higher income households tived in larger housing 

9 units, which require more energy for heating. 

10 

11 (EIA/DOE, Natural Gas Use in American Households, Household Income, at text 

12 accompanying Figures 1-3) (Jxme 2001). 

13 

14 Q20. DOES THE DEPARTMENT OF ENERGY'S OBSERVATION THAT "HIGHER 

15 INCOME HOUSEHOLDS LIVE IN LARGER HOUSING UNITS, WHICH 

16 REQUIRE MORE ENERGY FOR HEATING" APPLY TO OHIO? 

17 A20. Yes. This is an empirically demonstrable fact in Ohio. Schedule RDC-7 presents Ohio 

18 data on natural gas expenditures by income and housing unit size. In Schedule RDC-7, 

19 the size of the housing unit is measured in terms of the number of bedrooms. Two 

20 observations can be drawn from Schedule RDC-7. First, there is a moderate relationship 

21 between income and natural gas usage within each housing unit size. As a general rule, 

22 as income increases, holding the housing unit size constant, the natural gas expenditures 

23 increase as well. Second, and even more significantly, the difference in the average 

12 
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1 expenditures by income is far greater than the difference in expenditures by income 

2 within any given housing unit size. This is because the distribution of households by 

3 housing unit size is not similar between income ranges (see, Schedule RDC-9 and 

4 Schedule RDC-10 below, along with accompanying text). While there may be a 

5 moderate distinction between a higher-income household in a four-bedroom housing unit 

6 and a lower-income household in a foiir-bedroom housing unit, because there are far 

7 fewer lower-income households in four-bedroom units, the overall difference in 

8 consumption is much greater. 

9 

10 The same impacts can be seen in Schedule RDC-8. This data also presents the 

11 distribution of natural gas expenditm-es by housing unit size. In Schedule RDC-8, housing 

12 unit size is measm-ed in terms of the total number of rooms (not merely the mmiber of 

13 bedrooms). As can be seen, holding the number of rooms constant, there tends to be a 

14 moderate increase in the natural gas expenditures as income increases. However, the 

15 average total natural gas expenditures in Ohio varies sharply by income. As with the 

16 number of bedrooms, the reason for this is that the higher-income households live in 

17 larger housing units. 

18 

19 Q2L IS YOUR CONCLUSION THAT HIGHER-INCOME HOUSEHOLDS LIVE IN 

20 LARGER HOUSING UNITS A DATA-BASED OBSERVATION? 

21 A2J. Yes. This conclusion is based on two different data-based observations. First, Schedule 

22 RDC-9 presents the average income in Ohio by the number of rooms in a housing 

23 structure, as well as the average income in Ohio by the number of bedrooms in a housing 

13 
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1 structure. Schedule RDC-9 clearly shows that as housing structures get larger in Ohio, 

2 average income increases. There are two standard ways to measure the size of a housing 

3 unit. One way is to look at the number of total rooms. The other way is to look at the 

4 number of bedrooms. Both of these approaches document that smaller sized units have 

5 lower-income households. 

6 > While the average income of an Ohio household living in a unit with one room is 

7 $22,677, the average income of a household living in an eight-room imit is 

8 $85,670. 

9 > The same relationship holds true for housing size measured by the number of 

10 bedrooms. While the average income for an Ohio household living in a unit with 

11 one bedroom is $21,5 84, the average income of a household living in a housing 

12 unit with five or more bedrooms is $91,346. 

13 In both instances (number of rooms, number of bedrooms), the average income increases 

14 as the size of the housing unit increases. 

15 

16 In addition, Schedule RDC-10 presents a distribution of Ohio households by the size of 

17 the housing imit in which they live, separately examining the size of the housing unit 

18 measured by the number of rooms and the number of bedrooms. The data shows that a 

19 higher proportion of lower-income households live in smaller housing units. For 

20 example, while 66yQ of households with income less than $10,000 live in units with two 

21 bedrooms or less, only 7% of households with income greater than $250,000 (and only 

22 8% of households with income between $150,000 and $250,000) live in units tiiat small. 

23 Conversely, while 68% of households with income of $250,000 or more live in units with 

14 
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1 four or more bedrooms (and 59% of households with income between $150,000 and 

2 $250,000 do), only 7% of households with income below $10,000 live in units that large 

3 (and only 8% of households with income between $10,000 and $20,000 do). 

4 

5 The same observations can be made about the relationship of income and housing unit 

6 size measured in terms of the number of rooms (not merely number of bedrooms). While 

7 73% of Ohio households with income greater than $250,000 live in housing units with 

8 eight or more rooms (and 63% of households with income between $150,000 and 

9 $250,000 do), only 5% of households with income less tiian $10,000 (and only 6% of 

10 households with income between $10,000 and $20,000) do. 

11 

12 Q22. ARE THERE OTHER WA YS THROUGH WHICH TO GAIN INSIGHTS INTO THE 

13 RELATIONSHIP BETWEEN HOUSING UNIT SIZE AND INCOME? 

14 A22. Yes. One of the implications of housing unit size documented above is a difference in 

15 housing unit type as well. One extension of the observation that low-income households 

16 live in smaller housing units is the further observation that low-income households tend 

17 to live in denser housing imits as well. To assess the extent to which this is true in Ohio, 

18 I examined the relationship between income and the type of building in which customers 

19 have their housing units. Building type is disaggregated by the type of construction 

20 (single family, multi-family, mobile home), and the munber of units in each building. 

21 

22 Schedule RDC-11 shows that residents of multi-family housing units are significantly 

23 disproportionately over-represented by low-income households. While 33% of gas-

15 
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1 consuming households with income less than $10,000 live in building imits with three or 

2 more units, and 22%> of gas-consuming households with income between $10,000 and 

3 $20,000 do, fewer than 2% of gas-consuming households with income of $75,000 or 

4 more five in buildings with three or more units. Conversely, while between 94%> and 

5 96% of gas-consuming households with income $75,000 or higher live in single family 

6 detached homes, only 43% of gas-consuming households with income less than $10,000 

7 do (and only 57% of households with income between $10,000 and $20,000 do). 

8 

9 Q23. WHA TIS THE SIGNIFICANCE OF THESE DIFFERENCES IN THE TYPES OF 

10 BUILDINGS IN WHICH LOW-INCOME HOUSEHOLDS LIVE? 

11 A23. The significance arises in two ways. First, this data further supports the conclusion that 

12 low-income households have lower natural gas consumption. Schedule RDC-11 further 

13 presents natural gas expenditure data broken down by building type and income. While 

14 there is less of a relationship between gas consumption and income ~ holding building 

15 tyye constant ~ than there was between gas consumption and income ~ holding unit size 

16 constant ~ the relationship nonetheless exists. There is an increase from $108 for 

17 households with income less than $10,000 Hving in single-family detached homes to 

18 $133 for households with income between $150,000 and $250,000 (and $164 for 

19 households with income greater than $250,000) living in single family detached homes. 

20 More importantiy, given the higher distribution of low-income households living in 

21 multi-family units, there is a constant increase in natural gas expenditures as income 

22 increases, from $77.60 (households with income below $10,000) to $162 (households 

23 with income greater than $250,000) for the housmg unit types that I examined. 

16 



Direct Testimony of Roger D. Colton 
On Behalf of the Office of the Ohio Consumers' Counsel 

PUCO Case No 07-1080-GA-AIR et a l 

1 The second way in which this data is significant is the observation that the equal 

2 imposition of fixed charges on low-income, low-use customers through the proposed 

3 straight fixed variable ("SFV") rate design would be inequitable given the lower fixed 

4 distribution costs imposed by the low-income customers due to their higher density 

5 housing. Despite these stark differences between customer types, based on income, this 

6 cost-shifting will occur even though the load and density characteristics show that low-

7 income customers do not contribute equally to causing the costs. This cost-shifting will 

8 occur even though these low-use, lower-income customers can least afford to pay the 

9 higher fixed costs. 

10 

11 Q24. DOES VECTREN HA VE THIS TYPE OF HOUSING DATA FOR ITS SERVICE 

12 TERRITORY? 

13 A24. No. The Office of Consumers' Coimsel requested Vectren to provide data on the number 

14 and percentage of customers who either rent generally (without specifying housing type) 

15 or who rent an apartment, but Vectren does not maintain such information.^ OCC asked 

16 Vectren to provide data on the number and percentage of PPP customers who rent, who 

17 rent apartments, or who rent homes, but Vectren does not maintain this information.^ 

18 

^ OCC-INT-363, OCC-TNT-364. 

^ OCC-INT-365, OCC-lNT-366, OCC-INT-367. 
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1 Q25. IS YOUR CONCLUSION THAT THERE IS SIMPLY A DIFFERENCE AT THE 

2 EXTREMES, I.E., THAT THE HIGHEST INCOME HOUSEHOLDS HA VE 

3 HIGHER NATURAL GAS EXPENDITURES THAN THE LOWEST INCOME 

4 HOUSEHOLDS DO? 

5 A25. No. While it is accurate to observe that the consumption for the highest income level is 

6 higher than consumption for the lowest income level, I conclude more than that. My 

7 conclusion is that as income progressively increases, so, too, does natural gas 

8 consumption increase. Each Schedule (RDC-4 through RDC-11) shows that there is an 

9 direct relationship between natural gas expenditures and income throughout the full range 

10 of incomes. 

11 

12 2. Income and Density. 

13 Q26. PLEASE COMMENT ON THE PUCO STAFF'S REVIEW OF THE COMPANY'S 

14 SFV RATE DESIGN PROPOSAL. 

15 A26. The Staff Report recommends that Vectren Energy move to "a rate structure primarily 

16 based on a fixed distribution charge."'^ In making this recommendation, the Staff asserts 

17 that "in reahty, most distribution related costs are fixed. The distribution fecilities 

18 required to serve a small residence are most likely the same as those required to serve a 

19 larger residence."^^ As I will docimient below, the Staff Report not only mis-states the 

20 questions, but also mis-analyzes the response. 

21 

10 StaffReport, at30. 

"Id . 
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1 Q27. HOW DOES STAFF MIS-STATE THE QUESTION OF WHETHER A STRAIGHT 

2 FIXED-VARIABLE RATE DESIGN IS APPROPRIATE? 

3 A27. In stating that "the distribution facilities required to serve a small residence are most 

4 likely the same as those required to serve a larger residence," the Staff omits a critical 

5 part of the statement. What Staff means to assert, I beheve, is that "the distribution 

6 facihties required to serve a small residence are most likely the same as those required to 

7 serve a larger residence, everything else equal" (emphasis added). The data I examined 

8 in detail above, however, clearly demonstrates that everything else is nol equal and that 

9 there are real cost differences based on housing size and income. The data I examine 

10 documents that small units are not simply associated with lower consimiption, but they 

11 are also associated with increased density. I presented data supporting this conclusion 

12 above, when I considered how lower usage is associated with higher density buildings 

13 (e.g., multi-family as contrasted to single-family detached homes). (Schedule RDC-11). 

14 The conclusion is further confirmed here, as I discuss the data relating to income and the 

15 density of housing within a given geographic area. 

16 

17 Q28. HOW DID YOU CONSIDER THE DENSITY OF HOUSING AS MEASURED BY 

18 THE NUMBER OF HOUSING UNITS PER GEOGRAPHIC AREA? 

19 A28. I examined housing density data for each Census tract within Montgomery County, a 

20 county that Vectren serves in Ohio. Census data is comprised of several different levels. 

21 One of the smallest levels is the Census tract, a geographic area comprised of sufficient 

22 land for the Census Bureau to report data on roughly 4,000 to 8,000 persons. Because 

23 Census tracts can have varying population densities to them, they do not necessarily 
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1 represent the same size of geography. Through its "Census Tract Relationship Files," 

2 however, the Census provides sufficient data to calculate housing unit densities. The 

3 Census reports "land area" in thousands of square meters. I have converted those 

4 thousand square meters into acres (a thousand square meters is roughly 0.247 acres) and 

5 determined the number of housing units per square acre for each Census tract. I then 

6 rank each Census tract by income (as measured by per capita income) and by the density 

7 of housing. Montgomery County has 145 Census tracts, of which 115 present usable 

8 data. 

9 

10 Q29. WHATDID YOU FIND? 

11 A29. The implicit condition contained in the Staff Report's assertion that distribution costs size 

12 do not vary based on housing unit size all else equal fails in that the "all else equal" 

13 condition fails in fact. I find that the presence of multi-family housing and higher density 

14 are positively correlated in Montgomery County. More importantiy from an affordability 

15 perspective, housing density and income are correlated in the Montgomery County 

16 Census tracts. Montgomery County's ten (10) lowest income Census tracts have five of 

17 the 20 highest densities in the coimty. Indeed, Montgomery County's 20 lowest income 

18 Census tracts have nine of the 20 highest densities in the county. In contrast, the 56 

19 highest income Census tracts have exactly zero (0) of the highest densities in 

20 Montgomery County. 

21 

22 To the extent that natural gas distribution costs decrease as housing unit density 

23 increases, lower income households impose a lower distribution cost on the Company. 
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1 There can be httle question but that income and density are correlated in the Company's 

2 service territory. While the 20 highest income Census tracts in Montgomery Coimty have 

3 a housing unit density of 1.3 units per "land acre," the 20 poorest Census tracts in 

4 Montgomery County have a housing unit density of 3.4 housing units per land acre. 

5 Staffs implicit assertion in support of the proposed SFV rate design that all housing units 

6 are equal is demonstrably in error. 

7 

8 Q30. WHAT DO YOU CONCLUDE? 

9 A30. I conclude that the PUCO StaffReport mis-specifies the analysis to be undertaken in 

10 considering the equity in imposing uniform fixed distribution charges through its 

11 recommended SFV rate design. In addition to looking at the level of consumption, and at 

12 the size of the housing unit standing alone, Staff should have further considered the 

13 implications of the SIZG of a housing unit. Staff should have further considered the 

14 density of housing. In fact, the density of housing sharply varies within the Company's 

15 Ohio service territory. Moreover, the density of housing is related to income as well. In 

16 addition to the proposed SFV rate design shifting costs from higher-income to lower-

17 income households because of usage, the SFV rate design shifts costs from higher-

18 income to lower-income households based on density as well. 

19 

20 As a result, not only will low-income households be charged higher rates, they will be 

21 charged higher rates for costs that they did not cause the Company to incur. One basic 

22 principle of ratemaking is that rates should reflect costs. To the extent practicable, one set 

23 of customers should not be charged for costs that a different set of customers causes a 
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1 Utility to incur. Because higher density customers do not cause the Company to incur the 

2 same level of distribution expenses, charging those low-use, high-density customers a 

3 fixed charge at the same level as higher-use, lower density customers will create a cross-

4 subsidy. Because of this cross-subsidy inherent in the SFV rate design, and because the 

5 cross-subsidy flows from low-income customers who are having a difficult time in 

6 affording their bills with which to begin to higher-use, higher income customers, the 

7 recommendations in the StaffReport urging adoption of the SFV rate design should be 

8 rejected. 

9 

10 3. Usage and Aging 

11 Q3L IS THERE A CORRELATION BETWEENLOW USAGE AND ANY OTHER 

12 VULNERABLE POPULATION GROUP? 

13 ASl. Yes. Schedule RDC-12 presents data on the association between natural gas 

14 expenditures and age. Schedule RDC-12 (page 1 of 2) presents Ohio-specific data. This 

15 Ohio-specific data shows that monthly natural gas expenditures increase as householders 

16 grow older and move into the working population. The natural gas expenditures top out 

17 in the prime working years, as householders might have families and own larger homes. 

18 As Ohio residents grow older past their working years, however, they begin to downsize 

19 their living units and their natural gas expenditures begin to decline. After age 75, a 

20 consumer's natural gas expenditures exhibit a noticeable decline. 

21 

22 Schedule RDC-12 (page 2 of 2) confirms that this Ohio-specific data is not atypical. This 

23 schedule presents similar data pubhshed by the U.S. Department of Labor through its 
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1 annual Consumer Expenditures Survey ("CEX"). While the CEX data does not provide 

2 state-specific information, it does provide regional data by age of the householder. As 

3 with the Ohio data, the Midwestern data shows an increase in natural gas expenditures 

4 through the years that a householder participates in the work force, maintains a family 

5 and likely owns a home. As families and housing units begin to downsize, the natural gas 

6 consumption of these households begins to decrease. In particular, the consumption in 

7 the oldest age tier (75 and older for CEX data) shows a natural gas expenditure 

8 substantially lower than those expenditures of householders in their prime earning, 

9 primary family, years, 

10 

11 It is evident, that unlike the direct relationship between income and natural gas 

12 consumption, there is a clear trigger point at which aging householders begin to 

13 experience a declining natural gas consumption. Like low-income low-use households, 

14 these lower use aging householders would be harmed by the SFV rate design proposal 

15 advanced by the PUCO Staff and Company in this proceeding. 

16 

17 B. The Federal Data 

18 Q32. IS THE DIFFERENCE IN EXPENDITURES BASED ON INCOME 

19 ATTRIBUTABLE TO USAGE RATHER THAN TO A RATE STRUCTURE? 

20 A32. Yes. The association documented above, based on comprehensive Ohio-specific 

21 information, shows two relationships. These are the same relationships identified by the 

22 U.S. Department of Energy ("DOE") in its assessment of the association between natural 

23 gas consumption and income. Low-income households tend to live in smaller housing 
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1 units. As a result, their natural gas consumption tends to be lower than the natural gas 

2 consumption of higher income households. 

3 

4 Q33. IS THE OHIO DATA YOU DISCUSS ABOVE CONCERNING THE 

5 RELA TIONSHIP BETWEEN HOUSEHOLD INCOME AND NA TURAL GAS 

6 CONSUMPTION CONSISTENT WITH OTHER DA TA ON NATURAL GAS 

1 EXPENDITURES AND CONSUMPTION? 

8 A33. Yes. Schedule RDC-13 presents U.S DOE data on the relationship between income and 

9 natural gas consumption. This data, based on the tri-annual Residential Energy 

10 Consumption Survey ("RECS"), shows that natural gas consumption increases as income 

11 increases. This is true not only for total natural gas consumption generally, but for 

12 natural gas space heating and water heating specifically as well. In each instance, a 

13 lower-income household not only has consumption lower than the next tier of higher-

14 income households, but also has consumption lower than the residential average. 

15 

16 Q34. IS THE DOE DA TA SPECIFIC TO OHIO? 

17 A34. No. The state-specific data I reported above is obtained from the American Community 

18 Survey prepared annually by the U.S. Census Bureau. The U.S. DOE, however, does not 

19 generate state-specific data (other than for the nation's four largest states). 

20 
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1 Q35. IS THE STATE AND NATIONAL DATA CONSISTENT WITH THE REGIONAL 

2 DATA REPORTED BY THE FEDERAL GOVERNMENT? 

3 A35. Yes. The U.S, Department of Labor ("DOL") reports natural gas expenditures by region 

4 by income. Ohio is in the Midwest regional data reported by the Department of Labor's 

5 Consumer Expenditures Survey ("CEX"). Schedule RDC-14 presents tiie CEX data for 

6 the past three years (2005-2006; 2004-2005; 2003-2004). The CEX data corroborates tiie 

7 state-specific and national data on the relationship between natural gas consumption and 

8 income. In every one of the 24 cells (but one: $30,000 - $39,999 for 2005-2006), tiie 

9 Midwest natural gas expenditures for the higher income tier was more than the natural 

10 gas expenditures for the preceding lower-income tiers. Natural gas expenditures for the 

11 lowest income tiers (below $ 10,000) were roughly half the residential average. 

12 

13 Q36. WHATIS YOUR CONCLUSION? 

14 A36. The data showing a direct relationship between income and natural gas consumption in 

15 Ohio is compelling. The differences that are evident in the data are not small. Low-

16 income customers have lower usage not only as compared to high-income customers, but 

17 also when compared to average customers as well. In addition, the national data is 

18 consistent. The national data developed by the U.S. DOE, the regional data developed by 

19 the U.S. DOL, and the state-specific data developed by the Census Bureau all find the 

20 same relationship. Finally, the data is internally consistent. While DOE reports that 

21 income is related to natural gas usage because of differences in housing unit sizes, that 

22 relationship is confirmed when housing unit size is overlaid on income and natural gas 

23 expenditures in the State of Ohio using state-specific data. 
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1 C. Low-Income Surrogates 

2 Q37. HOW DOES THE COMPANY EVALUATE THE CONSUMPTION OF LOW-

3 INCOME OHIO CUSTOMERS? 

4 A37. The Company argues that low-income consumers have natural gas consumption that is as 

5 high as residential customers generally. The Company uses its PIPP population as its 

6 sample of low-income customers upon which to base this analysis. 

7 

8 Q38. IS THERE REASON TO USE PARTICIPANTS IN OHIO'S PIPP AS A 

9 SURROGA TE FOR LOW-INCOME HOUSEHOLDS FOR PURPOSES OF 

10 DETERMINING THE RELATIONSHIP BETWEEN INCOME AND NATURAL 

11 GAS CONSUMPTION? 

12 A38. There is no reason to use Ohio's PIPP customers as a sim*ogate for Ohio's low-income 

13 population. The population of PIPP customers, in order to be an adequate surrogate for 

14 the low-income population as a whole, would need to demonstrate characteristics as to 

15 income mix, household size mix, and housing unit size mix, that are similar to the low-

16 income population as a whole. There is no reason to tum to PIPP as a surrogate, with its 

17 attendant difficulties in establishing comparability, when the most comprehensive 

18 statewide data base of low-income Ohio households available is otherwise reasonably 

19 accessible. The Census Bureau provides statewide data on low-income households. There 

20 is no question of whether the data generated by the Census Bureau through the American 

21 Community Survey is representative of the low-income population as a whole. 

22 
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1 Q39. IS THERE REASON TO BELIEVE THAT PARTICIPANTS IN OHIO'S PIPP 

2 PROGRAM ARE NOT AN APPROPRIATE SURROGATE FOR OHIO'S LOW-

3 INCOME CUSTOMERS? 

4 A39. Yes. Using Ohio's PIPP customers as a surrogate for low-income households is not only 

5 unnecessary, but the PIPP population is an inappropriate surrogate for the low-income 

6 population as a whole. The PIPP population is not representative of Ohio's low-income 

7 population as a whole. Under the Ohio PIPP program, a customer is responsible for 

8 paying a designated percentage of income for his or her home energy bill. PIPP requires 

9 that a household pay 10% of his or her income toward the jurisdictional utility providing 

10 the primary source of heat and 5% of income toward the jurisdictional utility providing 

11 the secondary source of heating. These PIPP requirements will likely exclude households 

12 with lower energy bills. That level of exclusion is substantial. 

13 

14 Q40. UPON WHAT DO YOU BASE YOUR CONCLUSION THAT THEPIPP'S 

15 PERCENTAGE OF INCOME PA YMENT WOULD RESULT IN A SUBSTANTIAL 

16 EXCLUSION OF LOW-USE CUSTOMERS? 

17 A40. I was a member of a team that prepared a multi-state study of low-income rate assistance 

18 programs throughout the nation in 2007. Along with staff of Apprise, Inc., a New Jersey-

19 based consulting firm, we prepared a detailed analysis of low-income assistance 

20 programs in 13 states. Ohio was one of the states we studied. 

21 

22 Our 2007 multi-sponsor study made several Ohio findings that are relevant to whether the 

23 PIPP population is representative of the broader low-income population. Our 2007 study 
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1 found that the number of Ohio low-income households -"low-income" was, for purposes 

2 of this study, defined as having income at or below 150% of the Federal Poverty Level— 

3 with natural gas burdens disaggregated by burden level. Our findings are presented in 

4 Schedule RDC-15. We found that exactly half (50%) of Ohio's low-income natural gas 

5 customers had natural gas burdens of below the minimum necessary for those households 

6 to gain benefits from participation in the Ohio PIPP. Indeed, nearly one-quarter of 

7 Ohio's low-income natural gas customers had natural gas burdens of less than 5% (half 

8 that needed for those customers to receive benefits through participation in PIPP). 

9 

10 Q4L IS THIS INCONSISTENT WITH YOUR ARTICULA TION OF HOME ENERGY 

11 BURDENS EARLIER IN YOUR TESTIMONY? 

12 A4L No. My testimony about the Home Energy Affordability Gap examined average burdens 

13 for total energy consumption for all fuels. The home energy burdens reported above 

14 were not limited exclusively to natural gas bills. 

15 

16 Q42. IS THERE ANY OTHER EMPIRICAL EVALUATION EXAMINING THE 

17 RELA TIVE CONSUMPTION OF PIPP AND NON-PIPP CUSTOMERS? 

18 A42. Yes. The July 2006 evaluation of the Ohio weatherization program reports that PIPP 

19 participants use 20% more natural gas than do non-PIPP participants. This is true, that 

20 evaluation found, even though lower use customers are beginning to tum to PIPP as 
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1 natural gas prices increase. PIPP participants have homes that are 30% leakier, have more 

2 occupants, and are less likely to five in mobile homes than are non-PIPP participants.^^ 

3 

4 Q43. WHATIS THE SIGNIFICANCE OF THIS DATA? 

5 A43. The data indicate that the Ohio PIPP population is not representative of the non-PIPP 

6 customers. In essence, PIPP is targeted toward the highest usage, highest-burden 

7 households. It is inaccurate, and inappropriate, to take a program that excludes, by 

8 design, the 50%> of households with the lowest consumption and lowest natural gas 

9 burdens, and then to assert that the consumption of program participants is rqiresentative 

10 of the low-income population as a whole. 

11 

12 Q44. WHY WOULD A LOW-USE, LOW-BURDEN HOUSEHOLD NOT PARTICIPATE 

13 IN PIPP? 

14 A44. A customer that already has low-consumption, and thus a low burden, would not 

15 participate in PIPP because the PIPP objective of reducing natural gas bills by tying those 

16 bills to a percentage of income would not be served. For low-use, low-burden customers, 

17 rather than experiencing an improvement in their home energy affordability, participation 

18 in PIPP would instead increase the payments they would be required to make. Indeed, 

19 under PIPP, the customer would be required, even in the non-heating season, to make 

20 either the percentage of income payment or the actual bill payment whichever is higher. 

'̂  M. Sami Khawaja, et al. (July 2006). Ohio Home Weatherization Assistance Program Intact E valuation, 
prepared for Ohio Office of Energy Efficiency, at 29, quantec, LLC: Portland (OR). 
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1 (emphasis added). A low-use, low-burden customer would not reasonably choose to 

2 participate in such a program. 

3 

4 Q45. WHATIS YOUR ULTIMATE CONCLUSION? 

5 A45. My ultimate conclusion is that lower income households use less natural gas than do 

6 higher income households. This conclusion is based not only on the state-specific data 

7 from Ohio, but on the complete consistency in the data at all levels of inquiry. The U.S. 

8 DOE reports that lower-income households use less natural gas because they live in 

9 smaller housing units. The Ohio state-specific data confirms that households hving in 

10 smaller housing units have lower natural gas bills; that substantially more lower-income 

11 households live in smaller housing units; and that lower-income households have lower 

12 natural gas bills. 

13 

14 I conclude further that, as I describe in more detail below, a move to a fixed-variable rate 

15 design will unjustifiably impose the burden of bearing more of the revenue responsibility, 

16 and the entire rate increase, on these low-income, low-use households. As a result, the 

17 proposed move to a fixed-variable rate design will have a substantially greater adverse 

18 impact on the households that can least afford to pay their natural gas bills with which to 

19 begin. 

20 
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1 III. THE VECTREN PROPOSED STRAIGHT FIXED-VARIABLE RATE DESIGN 

2 

3 Q46. PLEASE EXPLAIN THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY. 

4 A46. In this section of my testimony, I will assess the impact of the Company's proposed 

5 straight fixed-variable ("SFV") rate design on low-income customers. I conclude that the 

6 rate design proposal will disproportionately increase bills to low-income customers, 

7 increase the natural gas burdens borae by those customers, and substantively impede the 

8 ability of low-income customers to maintain affordable natural gas service. 

9 

10 Q47. PLEASE EXPLAIN THE COMPANY'S SFV PROPOSAL AS YOU UNDERSTAND 

11 IT. 

12 A47. The Company's SFV proposal is presented in the Direct Testimony of Edwin Overcast 

13 and Jerrold Ulrey. According to Mr. Ulrey, the Company intends to phase in its SFV rate 

14 design proposal over a two-year period. In Phase 1, the Company proposes to increase its 

15 fixed monthly customer charge from $7.00 per customer per month to an average 

16 summer/winter rate of $13,375 per customer per month. The Company will accomphsh 

17 this result by allocating the entire base revenue rate increase to the customer charge.^^ In 

18 Phase 2, the Company proposes to further reduce its volumetric charge and to increase 

19 the customer charge to $16 per customer per month. According to Mr. Uh*ey, this "Stage 

20 2 is not a revenue increase; it only shifts cost recovery from the volumetric charge to the 

21 customer charges." '̂̂  

'̂  Ulrey Prefiled Direct Testimony, at 6. 

•*Id. 
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2 Finally, the Company proposes to repeat the process in its next rate case. In that rate 

3 case, the Company would again allocate the entire revenue increase to the customer 

4 charge. The Company would follow that allocation of the increase to the customer 

5 charge with a Stage 2 change one or two years later, with a further decrease in volumetric 

6 charges and an allocation of those reduced revenues to a fixed charge, with no net 

7 revenue increase to the Company. ̂ ^ The customer charge would then average roughly 

8 $21permonth.^^ 

9 

10 Q48. HOW DOES THE COMPANY SEEK TO JUSTIFY THE IMPACTS ON LOW USE, 

11 LOW-INCOME CUSTOMERS? 

12 A48. The Company makes two assertions in justification of its SFV cost proposal. Both 

13 assertions are demonstrably in error, 

14 

15 Q49. PLEASE IDENTIFY THE FIRST ERRONEOUS ASSERTION MADE BY THE 

16 COMPANY 

17 A49. First, Mr. Overcast asserts that: "for residential customers, the relative homogeneity of 

18 the residential class permits the residential rate design to consist of an annual customer 

19 charge for dehvery service, payable in twelve equal monthly installments.. ."̂ ^ 

20 

'^Id. 

^'Id. 

'̂  Overcast Prefiled Testimony, at 15. 
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1 Q50. HOW IS THAT STATEMENT IN ERROR? 

2 A50. The "relative homogeneity" asserted by Mr. Overcast does not exist in the residential 

3 customer class. As described in detail above, there is a difference in natural gas usage of 

4 more than 300% between the lowest income and highest income customers. In particular, 

5 low-income customers impose a smaller heating load on the Company because they tend 

6 to live in smaller housing units. As a result, these low-income customers make less of a 

7 contribution to the need for transmission and distribution capacity. To impose an equal 

8 fixed cost on all customers through which to recover those fixed charges represents a cost 

9 subsidy/rom low use, low-income customers to higher use, higher-income customers. 

10 Such a reverse subsidy cannot be justified. 

11 

12 Q5L WHATIS THE SECOND ERRONEOUS STATEMENT MADE BY THE 

13 COMPANY? 

14 ASL Mr. Overcast asserts that "the elimination of volumetric rates from delivery service 

15 provides the most benefit to the customers least able to afford heat. The reason these 

16 customers benefit is that unlike volumetric rates, under SFV rates, customers' distribution 

17 bills will not increase as usage increases. And those customers often have higher usage 

18 than average customers..." 

19 

18 Id., at 16-17. 

33 



Direct Testimony of Roger D. Colton 
On Behalf of the Office of the Ohio Consumers' Counsel 

PUCO Case No 07-1080-GA-AIR et a l 

1 Q52. HOW IS THAT STATEMENT IN ERROR? 

2 A52. As I have documented in detail above, Mr. Overcast's assertion that low-income 

3 customers will have higher consumption than average, and thus will benefit from a move 

4 to the proposed SFV rate design, is simply wrong. Each data-based analysis of the 

5 association between natural gas usage and income shows not only that usage and income 

6 are related, but that low-income customers have substantially lower usage than both 

7 average customers and higher income customers. 

8 

9 Q53. HA VE YOU SIMULA TED THE EXTENT TO WHICH THE PROPOSED COST-

10 SHIFTING TO FIXED COSTS WOULD AFFECT LOW-INCOME CUSTOMERS? 

11 A53. Yes. Schedule RDC-16 documents how the proposed increase in the assignment of costs 

12 to the fixed customer charge will adversely affect low-income customers. In Schedule 

13 RDC-16,1 begin with the actual natural gas bihs reported for Ohio in the American 

14 Community Survey ("ACS"). After subtracting a $7 per customer per month fixed 

15 customer charge from each bill, I allocate the remainder of the bill between fixed charges 

16 and commodity charges (using various proportions for fixed charges). I then calculate a 

17 total revenue per 100 customers, using the same distribution of natural gas customers 

18 over income levels as actually exists for the State of Ohio. Finally, I reduce the fixed 

19 charges by 35%o and redistribute those fixed charges as an addition to the $7 fixed 
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1 monthly customer charge,^ Having done that, I can determine the new level of total 

2 revenue from each income tier, 

3 

4 Q54. WHATIS THE RESULT OF YOUR ANALYSIS? 

5 A54. My analysis shows that allocating any proportion of non-customer charge revenue to 

6 fixed charges, reducing those fixed charges, and allocating the reduced revenue to the 

7 customer charge in a revenue neutral fashion (no net increase in revenue to the 

8 Company), will result in increased bills to customers with income at or below $40,000, 

9 while customers with income at or above $75,000 will see a net reduction in their bills. 

10 Customers with incomes between $40,000 and $75,000 will experience a change in their 

11 bills of less than 1%. When I allocate 40% of the non-customer charge revenues to the 

12 fixed charges, reduce those charges by 35% and reallocate the revenue reduction to the 

13 customer charge, for example, customers with income below $10,000 see a 7% bill 

14 increase, while customers with income between $10,000 and $20,000 see a 4% bill 

15 increase (even though there is no net revenue increase to the Company). In contrast, 

16 customers with income over $250,000 experience a bill decrease of 5%, while customers 

17 with income between $150,000 and $250,000 see abill decrease of 3%o, If higher 

18 proportions of total non-customer charge revenues are assigned to the fixed charges, the 

19 percentages increase.^^ 

Mr. Ulrey states: "VEDO has also proposed a Stage 2 rate change to he Residential rate schedules that would 
reduce their Volumetric charge by about 35% and increase the Customer Charge to recover those costs." (Ulrey 
Prefiled Direct Testimony, at 6). 

^̂  For example, Mr. Ulrey states that Vectren has reduced '*the volumetric charge" by 35% and allocated the 
resulting revenue shortfall to the customer charge. I have merely reduced dL. portion of "the volumetric charge" by 
35%. 
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1 My ultimate conclusion is that the process of reducing volumetric rates for "fixed 

2 charges," and reassigning those revenues to the fixed monthly customer charge, will 

3 result in reduced bills to higher-income, higher-use customers and increased bills to 

4 lower-income, lower-use customers. 

5 

6 Q55. DOES THIS CONCLUDE YOUR TESTIMONY? 

7 ASS. Yes, it does. However, I reserve the right to incorporate any new information that may 

8 subsequently become available. I also reserve the right to supplement my testimony in 

9 the event the PUCO Staff fails to support the recommendations made in the StaffReport, 

10 and/or if there is any change to positions made in the StaffReport. 

11 
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Ŝ  
O 

5S 
o 

• ^ 

^ 

N p 

o 

g 
t o " 

r~ 6e 
1 

, — 1 

o 
o 
o" I O 

6 9 

S 
1 

2 
I 

^ 
^ 

2 

o 
g o" 
t o 

I 

1—1 

o 
o 
•o" 
r-6 9 

g 
t 

2? 
^ 

^ 
r o 

^ 
1 

o 
o" 
t o 
CN 
6 9 

1 

o 
o 
o" 
t o 

( A 

ss 
NO 

^ 
V 

^ 
t o 

§ T 

K 

1 
)_ o 
o 
o. 
t o ' 

o CM 
W 

S? 
o 

^ 
o 

o? 
o 

o 

> k 

cd 

,o 
H 



Direct Testimony of Roger D. Colton 
On Behalf of the Office of the Ohio Consumers' Counsel 

PUCO Case No 07-1080-GA-AIR et a i 

Attachment RC-1 

57 



Direct Testimony of Roger D. Colton 
On Behalf of the Office of the Ohio Consumers' Counsel 

PUCO Case No 07-1080-GA-AIR et a l 

Roger D. Colton 

BUSINESS ADDRESS: Fisher Sheehan & Coiton 
Public Finance and General Economics 
34 Warwick Road, Behnont, MA 02478 
617-484-0597 (voice) *** 617-484-0594 (fax) 
roger@fsconline.coni (e-mail) 
http://www.fsconline.com (www address) 

EDUCATION: 

J.D. (Order of the Coif), University of Florida (1981) 

M.A. (Economics), McGregor School, Antioch University (1993) 

B.A. Iowa State University (1975) 

PROFESSIONAL EXPERIENCE; 

Fisher, Sheehan and Colton. Public Finance and General Economics: 1985 - present. 

As a co-founder of this economics consulting partnership, Colton provides services in a 
variety of areas, including: regulatory economics, poverty law and economics, public 
benefits, fair housing, community development, energy efficiency, utility law and 
economics (energy, telecommunications, water/sewer), government budgeting, and planning 
and zoning. 

Colton has testified in state and federal courts in the United States and Canada, as well as 
before regulatory and legislative bodies in more than three dozen states. He is particularly 
noted for creative program design and implementation witiiin tight budget constraints. 

National Consumer Law Center (NCLO: 1986-1994 

As a staff attorney with NCLC, Colton worked on low-income energy and utility issues. He 
pioneered cost-justifications for low-income affordable energy rates, as well as developing 
models to quantify the non-energy benefits {e.g., reduced credit and collection costs, 
reduced working capital) of low-income energy efficiency. He designed and implemented 
low-income affordable rate and fuel assistance programs across the coimtry. Cohon was 
charged with developing new practical and theoretical underpinnings for solutions to low-
income energy problems. 
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Community Action Research Group (CARG^: 1981 -1985 

As staff attomey for this non-profit research and consulting organization, Colton worked 
primarily on energy and utility issues. He provided legal representation to low-income 
persons on public utility issues; provided legal and technical assistance to consumer and 
labor organizations; and provided legal and technical assistance to a variety of state and 
local governments nationwide on natural gas, electric, and telecommunications issues. He 
routinely appeared as an expert witness before regulatory agencies and legislative 
committees regarding energy and telecommunications issues. 

PROFESSIONAL AFFILIATIONS: 

Member: Board of Directors, Belmont Housing Trust, Inc. 
Member: Advisory Board: Fair Housing Center of Greater Boston. 
Past Member: Fair Housing Committee, Town of Behnont (MA) 
Past Member: Aggregation Advisory Committee, New York State Energy Research and 

Development Authority. 
Past Member: Board of Directors, Vermont Energy Investment Corporation. 
Past Member: Board of Directors, National Fuel Funds Network 
Past Member: National Advisory Committee, U.S. Department of Health and Human 

Services, Admmistration for Children and Families, Performance Goals for 
Low-Income Home Energy Assistance. 

Past Member: Editorial Advisory Board, International Library, Public Utility Law 
Anthology. 

Past Member: ASHRAE Guidelines Committee, GPC-8, Energy Cost Allocation of 
Comfort EVA C Systems for Multiple Occupancy Buildings 

Past Member: National Advisory Committee, U.S. Department of Housing and Urban 
Development, Calculation of Utility Allowances for Public Housing. 

Past Member: National Advisory Board: Energy Financing Alternatives for Subsidized 
Housing, New York State Energy Research and Development Authority. 

PROFESSIONAL ASSOCIATIONS: 

National Association of Housing and Redevelopment Officials (NAHRO) 
Association for Enterprise Opportunity (AEO) 
Iowa State Bar Association 
Energy Bar Association 
Association for Institutional Thought (AFIT) 
Association for Evolutionary Economics (AEE) 
Society for the Study of Social Problems (SSSO) 
International Society for Policy Studies 
Association for Social Economics 

Books 
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Colton. (1996). Funding Fuel Assistance: State and Local Strategies to Help Pay Low-Income Home Energy Bills, 
Fisher, Sheehan and Colton, Public Finance and General Economics: Behnont, MA (1996). 

Colton and Sheehan. (1995). The Other Part of the Year: Low-Income Households and Their Need for Cooling: A 
State-hy-State Look at Low-Income Summer Electric Bills, Flying Pencil Publications: Portland, OR. 

Colton. (1995). Energy Efficiency and the Low-Income Consumer: Planning, Designing and Financing, Flying Pencil 
Pubhcations: Portland, OR. 

Colton and Sheehan. (1994). On the Brink of Disaster: A State-by-State Look at Low-Income Winter Natural Gas 
Heating Bills, Flying Pencil Publications: Portland, OR. 

Colton, et al, Access to Utility Service, National Consumer Law Center: Boston (4* edition 2008). 

Colton, e ta l . Tenants' Rights to t/jfi///y 5'emce, National Consumer I^w Center: Boston (1994). 

Colton, The Regulation of Rural Electric Cooperatives^ National Consumer Law Center: Boston (1992). 

Journal Publications 

Colton (November 2003). "Winter Weather Payments: The lnpact of Iowa's Winter Utility Shutoff Moratorium on 
Utility Bill Payments by Low-Income Customers." 16(9) Electricity Journal 59. 

Colton (March 2002). "Energy Consumption and Expenditures by Low-Income Households,"15(3) Electricity Journal 
70. 

Colton, Roger and Stephen Colton (Spring 2002). "An Altemative to Regulation in the Control of Occupational 
Exposure to Tuberculosis in Homeless Shelters," New Solutions: Journal of Environmental and Occupational 
Health Policy. 

Cohon (2001). "The Lawfuhiess of Utility Actions Seeking to I n ^ s e as a Condition of Service Liability for a 
Roommate's Debt Incurred at a Prior Address, Clearinghouse Review. 

Colton (2001). "Limiting The "Family Necessaries" Doctrine as a Means of Inqrasing Third Party Liabihty for Utility 
Bills," Clearinghouse Review. 

Colton (2001). "Prepayment Utility Meters and the Low-Income Consumer." Journal of Housing and Community 
Development Law (American Bar Association). 

Cohon, Brown and Ackermaun (June 2000). "Mergers and the Public Interest: Saving the Savings for the Poorest 

Customers." Public Utilities Fortnightly. 

Colton. (2000). "Aggregation and the Low-Income Consumer." LEAP Newsletter. 

Colton. (1999). "Challenging Entrance and Transfer Fees in Mobile Home Park Lot Rentals." Clearinghouse Review. 

Cohon and Adams (1999). "Y2K and Communities of Color," Media Alert: The Quarterly Publication of the National 
Black Media Coalition. 
Colton and Sheehan (1999). "The Problem of Mass Evictions in Mobile Home Parks Subject to Conversion." Journal 
of Housing and Community Development Law (American Bar Association). 
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Colton (1999)."Utility Rate Classifications and Group Homes as "Residential" Customers," Clearinghouse Review. 

Colton (1998). "Provider of Last Resort: Lessons from the Insurance Industry." The Electricity Jouma. 

Colton and Adams (1998). "Fingerprints for Check Cashing: Where Lies the Real Fraud," Media Alert: The Quarterly 
Publication of the National Black Media Coalition, 

Colton. (1998). "Universal Service: A Performance-Based Measure for a Competitive Industry," Public Utilities 
Fortnightly. 

Colton, Roger and Stephen Colton (1998). "Evaluating Hospital Mergers," 17 Health Affairs 5:260. 

Cohon. (1998). "Supportive Housing Facilities as "Low-Income Residential" Customers for Ei^rgy Efficiency 
Purposes," 7 Journal of Housing and Community Development Law 406 (American Bar Association). 

Colton, Frisof and King. (1998). "Lessons for the Health Care Industry from America's Experience with Public 
Utilities." 18 Journal of Public Health Policy 389. 

Cohon (1997). "Fair Housing and Affordable Housmg: Availability. Distribution and Quality." 1997 Colloqui: Cornell 
Journal of Planning and Urban Issues 9. 

Cohon, (1997). "Conpetition Comes to Electricity: Industry Gains, People and the Environment Lose," Dollars and 
Sense. 

Cohon (1996). "The Road Oft Taken: Unaffordable Home Energy Bills, Forced Mobihty And Childhood Education in 
Missouri." 2 Journal on Children and Poverty 23. 

Colton and Sheehan. (1995). "Utility Franchise Charges and the Rental of City Property." 72 New Jersey 
Municipalities 9:10. 

Colton. (1995). "Arguing Against Utilities' Claims of Federal Preenption of Customer-Service Regulations." 29 
Clearinghouse Review 772. 

Colton and Labella. (1995). "Landlord Failure to Resolve Shared Meter Problems Breaches Tenant's Right to Quiet 
Enjoyment." 29 Clearinghouse Review 536. 

Colton and Morrissey. (1995). "Tenants' Rights to Pretermination Notice in Cases of Landlords' Nonpayment of 
Utilities". 29 Clearinghouse Review 211. 

Colton. (1995). "The Perverse Incentives of Fair Market Rents." 52 Journal of Housing and Community Development 
6. 

Colton (1994). "Energy Efficiency and Low-Income Housing: Energy Policy Hurts the Poor." XVI ShelterForce: The 
Journal of Affordable Housing Strategies 9. 

Colton (1994). "The Use of Consumer Credit Reports in Establishing Creditworthiness for Utility Deposits." 
Clearinghouse Review. 

Colton (1994). "Institutional and Regulatory Issues Affecting Bank Product Diversification Into the Sale of Insurance," 
Journal of the American Society ofCLUand ChFC. 

Colton. (1993). "The Use of State Utihty Regulations to Control the 'Unregulated' Utility." 27 Clearinghouse Review 
443. 
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Colton and Smith. (1993). "The Duty of a Public Utility to Mitigate 'Damages' from Nonpayment through the Offer of 
Conservation Programs." 3 Boston University Public Interest Law Journal 239. 

Colton and Sheehan. (1993). "Cash for Clunkers Program Can Hurt the Poor," 19 State Legislatures: National 
Conference of State Legislatures 5:33. 

Colton. (1993). "Consumer Infonnation and Workable Conpetition in the Telecommunications Industry." XXVIl 
Journal of Economic Issues 115. 

Colton and Sheehan. (1992). "Mobile Home Rent Control: Protecting Local Regulation," Land Use Law and Zoning 
Digest. 

Colton and Smith. (1992 - 1993). "Co-op Membership and Utility Shutoffs: Service Protections that Arise as an 
Incident ofREC "Membership.'" 29 Idaho Law Review \,reprintedy XV Public Utilities Law Anthology 451. 

Colton and Smith. (1992). "Protections for the Low-Income Customer of Unregulated Utilities: Federal Fuel 
Assistance as More than Cash Grants." 13 Hamline University Journal of Public Law and Policy 263. 

Colton(1992). "CHAS: The Energy Connection," 49 The Journal of Housing 35, reprinted, 19 Current Municipal 
Problems 173. 

Colton (March 1991). "A Cost-Based Response to Low-Income Energy Problems." Public Utilities Fortnightly. 

Colton. (1991). "Protecting Against the Harms of the Mistaken Utility Undercharge." 39 Washington University 
Journal of Urban and Contemporary Law 99, reprinted, XIV Public Utilities Anthology IKl. 

Colton. (1990). "Customer Consunption Patterns withm an Income-Based Energy Assistance ProgranL" 24 Journal of 
Economic Issues 1079 

Colton (1990). "Heightening the Burden of Proof in Utihty Shutoff Cases Involving Allegations of Fraud." 33 Howard 
L. Review 137. 

Colton (1990). "When the Phone Conpany is not the Phone Corrpany: Credit Reporting in the Post-Divestiture Era." 
24 Clearinghouse Review 98. 

Colton (1990). "Discrimination as a Sword: Use of an 'Effects Test" in Utility Litigation." 37 Washington University 
Journal of Urban and Contemporary Law 97, reprinted, XIU Public Utilities Anthology 813. 

Colton (1989). "Statutes of Limitations: Barring the Delinquent Disconnection of Utihty Service." 23 Clearinghouse 
Review 2. 

Colton & Sheehan. (1989). "Raising Local Revenue through Utility Franchise Fees: When the Fee Fits, Foot It." 21 
The Urban Lawyer 55, reprinted, XII Public Utilities Anthology 653, reprinted, Freilich and Bushek (1995). Exactions, 
Impacts Fees and Dedications: Shaping Land Use Development and Funding Infrastructure in the Dolan Era, 
American Bar Association: Chicago. 

Colton (1989). "Unlawful Utility Disconnections as a Tort: Gaining Compensation for the Harms of Unlawful 
Shutoffs." 22 Clearinghouse Review &)9. 

Colton, Sheehan & Uehlmg. (1987). "Seven cum Eleven: Rollhig the Toxic Dice m the U.S. Supreme Court," 14 
Boston College Environmental L. Rev. 345. 
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Colton & Sheehan. (1987). "A New Basis for Conservation Programs for the Poor: Expanding the Concept of 
Avoided Costs," 21 Clearinghouse Review 135. 

Colton & Fisher. (1987). "Public Inducement of Local Economic Development: Legal Constraints on Government 
Equity Funding Programs." 31 Washington University J. of Urban and Contemporary Law A5. 

Colton & Sheehan. (1986). "The Illinois Review of Natural Gas Procurement Practices: Permissible Regulation or 
Federally Preempted Activity?" 35 DePaul Law Review 317, reprinted, DC Public Utilities Anthology 221. 

Colton (1986). "Utility Involvement in Energy Management: The Role of a State Power Plant Certification Statute." 
\6 Environmental Law 175, reprinted, }X Public Utilities Anthology 3Z\. 

Colton (1986). "Utility Service for Tenants of Delinquent Landlords," 20 Clearinghouse Review 554. 

Colton (1985). "Municipal Utility Financing of Energy Conservation: Can Loans only be Made through an lOU?". 64 
Nebraska Law Review 189. 

Colton (1985). "Excess Capacity: A Case Study in Ratemaking Theory and Application." 20 Tulsa Law Journal 402, 
reprinted, VIII Public Utilities Anthology 739. 

Cohon (1985). "Conservation, Cost-Containment and Full Energy Service Corporations: Iowa's New Definition of 
'Reasonably Adequate Utility Service.'" 34 Drake Law Journal 1. 

Colton (1984). "Prudence, Planning and Principled Ratemaking." 35 Hastings Law Journal 721. 

Colton(1983). "Excess Capacity: Who Gets the Charge from the Power Plant?" 33 Hastings Law Journal 1X33. 

Colton (1983). "Old McDonald (Inc.) Has a Farm... Maybe, or Nebraska's Corporate Farm Ban; Is it Constitutional?" 
6 University of Arkansas at Little Rock Law Review 247. 

Colton (1982). "Mandatory Utihty Financing of Conservation and Solar Measures." 3 Solar Law Reporter 167. 

Colton (1982). "The Use of Canons of Statutory Construction: A Case Study from Iowa, or When Does 'GHOTT 
Spell 'Fish'?" 5 Seton Hall Legislative Journal 149. 

Cohon (1977). "The Case for a Broad Construction of 'Use' m Section 4(f) of the Department of Transportation Act." 
21 St Louis Law Journal 113. 

Other Publications 

Cohon (2008). Home Energy Affordability in Indiana: Current Needs and Future Potentials., prepared for Indiana 
Community Action Association. 

Colton (2008). Public Health Outcomes Associated with Energy Poverty: An Analysis of Behavioral Risk Factor 
Surveillance System (BRFSS) Data from Iowa, prepared for Iowa Department of Human Rights. 

Colton (2008). Indiana Billing and Collection Reporting: Natural Gas and Electric Utilities: 2007, prepared for 
Coalition to Keep Indiana Warm. 

Colton (2008). Inverted Block Tariffs and Universal Lifeline Rates: Their Use and Usability in Delivering Low-Income 
Electric Rate Relief, prepared for Hydro-Quebec. 

63 



Direct Testimony of Roger D. Colton 
On Behalf of the Office of the Ohio Consumers' Counsel 

PUCO Case No 07-1080-GA-AIR et a l 

Colton (2007). Best Practices: Low-Income Affordability Programs, A rticulating and Applying Rating Criteria, 
prepared for Hydro-Quebec. 

Colton (2007). An Outcome Evaluation of Indiana's Low-Income Rate Affordability Programs, performed for Citizens 
Gas & Coke Utility, Vectren Energy Delivery, Northern Indiana Public Service Company. 

Colton (2007). A Multi-state Study of Low-Income Programs, in collaboration with Apprise, Inc. 

Colton (2007). The Law and Economics of Determining Hot Water Energy Use in Calculating Utility Allowances for 
Pubhc and Assisted Housing. 

Colton (2006). Indiana Billing and Collection Reporting: Natural Gas and Electric Utilities: 2006, prepared for 
Coalition to Keep Indiana Warm. 

Colton (2006). Home Energy Affordability in Maryland: Necessary Regulatory and Legislative Actions^ prepared for 
the Maryland Office of Peoples Counsel. 

Colton (2006). A Ratepayer Funded Home Energy Affordability Program for Low-Income Households: A Universal 
Service Program for Ontario's Energy Utilities, prepared for the Low-Income Energy Network (Toronto). 

Colton (2006). Georgia REACH Project Energize: Final Program Evaluation, prepared for the Georgia Department of 
Human Resources. 

Colton(2006). Experimental Low-Income Program (FLIP): Empire District Electric Company, Final Program 
Evaluation, prepared for Empke District Electric Conqjany. 

Colton (2006). Municipal Aggregation for Retail Natural Gas and Electric Service: Potentials, Pitfalls and Policy 
Implications, prepared for Maryland Office of Peoples Counsel, 

Cohon (2005). Indiana Billing and Collection Reporting: Natural Gas and Electric Utilities: 2005, prepared for 
Coalition to Keep Indiana Warm. 

Cohon (2005). Impact Evaluation ofNIPSCO Winter Warmth Program, prepared for Northern Indiana Public Service 
Conpany. 

Colton (2005). A Water Affordability Program for the Detroit Water and Sewer Department, prepared for Michigan 
Poverty Law Center. 

Colton (2004). Paid but Unaffordable: The Consequences of Energy Poverty in Missouri, prepared for the National 
Low-Income Home Energy Consortium. 
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