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

A.
Barbara A. Meisenheimer, Chief Utility Economist, Office of the Public Counsel, P. O. Box 7800, Jefferson City, Missouri 65102.  I am also employed as an adjunct Economics Instructor for William Woods University.

Q.
Please summarize your educational and employment background.

A.
I hold a Bachelor of Science degree in Mathematics from the University of Missouri-Columbia (UMC) and have completed the comprehensive exams for a Ph.D. in Economics from the same institution.  My two fields of study are Quantitative Economics and Industrial Organization.  My outside field of study is Statistics.  I have taught Economics courses for the following institutions: University of Missouri-Columbia, William Woods University, and Lincoln University.  I have taught courses at both the undergraduate and graduate levels.

Q.
Have you testified previously before this commission?

A.
Yes, I have testified on numerous issues before the Missouri Public Service Commission. (PSC or Commission)

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to present Public Counsel’s position and recommendation regarding Laclede’s proposed revised tariff to implement an arrearage reduction program called Catch-up Keep-up. (CUKU or the Program)

Q.
What does the Company identify as the purpose of the CUKU plan.

A.
The Company describes CUKU as a program “to assist eligible, low-income customers, through financial assistance, conservation, and education in managing their energy bills in a manner that will provide them with an opportunity to eliminate their arrearages for natural gas service over time, ensure their continued access to natural gas service under manageable terms, and ultimately reduce the level of uncollectibles experienced by the Company for the benefit of all customers.”
 

Q.
What are the primary funding and disbursement components of the Program?

A.
The Company would retain 30% of the transportation and storage discounts obtained from interstate and intrastate pipeline suppliers, up to an annual cap of $6,000,000 plus any accumulated interest net of taxes to fund the Program.
  


The Company proposes under certain contractual terms and conditions to contribute that amount on a voluntary basis to the Dollar Help plan for distribution in cooperation with the social service agencies that distribute low-income heating assistance grants.
 The Company states that under the contract terms and conditions
:



a.
The funds will be dedicated to reducing the natural gas service arrearages of residential customers receiving service from the Company in St. Louis City and surrounding counties of St. Louis, St. Charles, Crawford, Jefferson, Franklin, Iron, Ste. Genevieve, St. Francois, Madison and Butler in Eastern Missouri.  Initially funds will be targeted to households at or below 175% of the Federal Poverty Level but the level may be raised in the event that funds remain available.  



b.
The total Program Funds dedicated on behalf of any single customer will not exceed $375 per quarterly period.



c.
To qualify for the quarterly payments, the household receiving assistance must:




i.
First apply for other forms of energy assistance for which they may be eligible;




ii.
Must, after entering the Program, make three consecutive timely and full payments of current charges which will be computed on a 12-month levelized basis consistent with the Company’s budget billing procedures;




iii.
Must not break a previous payment agreement entered into under the CUKU Program; and




iv.
Agree to review and implement, where feasible, a submitted list of standard, cost-free energy conservation measures designed to reduce the customer’s consumption of energy.

Q.
What administrative costs does the Company propose should be funded from the Program?

A.
The administrative costs that the Company proposes be recovered from the Program are those incurred by third parties to advise customers of energy conservation measures, monitor steps taken by customers to implement such measures, and perform customer outreach, intake, and bill payment counseling activities up to  $600, 000 per Program year.
  

Q.
What documentation regarding the Program operation does the Company propose to make available to the Staff and Public Counsel?

A.
The Company proposes to provide an annual report within 60 days of the conclusion of each year of the Program.  The annual report is to contain
:


i.
The total Program Funds expended during the preceding Program year.


ii.
The total number of customers receiving energy assistance as a result of the Program during the preceding Program year.


iii.
The average amount of energy assistance received by customers under the Program.


iv.
The total amount of administrative funds spent on energy conservation/weatherization, customer outreach and bill payment counseling efforts.


v.
To the extent available, information detailing the impact of the Program on reducing customer arrearages, encouraging conservation, and lessening uncollectible expense.

Q.
What does Laclede propose to do with The unused portion of the funds EARMARKED FOR CONTRIBUTION to Dollar Help?

A.
Laclede appears to propose that any unspent portion of the amount earmarked for Dollar Help will be rolled over for use in the subsequent Program years.
 If and when the Program is terminated, the unused and uncommitted funds will be returned to all firm sales customers through the PGA process.

Q.
What potential rate impact related to a potential reduction in uncollectibles does Laclede envision?

A.
The current revised tariff is silent on this issue, unlike in the Company’s July filing in which Laclede  proposed  that,  to  the extent  that  the Program  resulted  in a reduction in uncollectibles,  


the Company recognized that such reductions would be reflected in the Company’s cost of service in any general rate case proceeding to be flowed through for the benefit of the Company’s remaining customers.

 

Q.
What is Public Counsel’s position regarding the CUKU proposal?

A.
Public Counsel opposes the CUKU plan as proposed.  The funding mechanism is inappropriate because such a program should be addressed in the context of a rate case in which all relevant factors are considered.  It is also unclear whether there would be sufficient offsetting benefits to the general body of ratepayers as a result of the program that would justify forgoing up to $6 million in future pipeline discounts.


However, Public Counsel would not oppose the implementation of a more limited arrearage plan on an experimental basis provided that certain conditions are adopted by the Commission and required of Laclede. Based on information I have currently received from Laclede, no evidence has been provided to support the proposed size and scope of the Program or data provided by which to judge the longer-term impact of such a program on low-income consumers.  


Public Counsel believes that designating the Program as an experimental program with a specific end date would ensure a review of the Program after more information can be gathered.  This would allow for a more informed decision regarding appropriate mechanisms for assisting Laclede’s low-income consumers and for a comparison of the benefits of this Program against the cost in lost pipeline discounts to the Company’s broader customer base.

Q.
What evidence suggests that an arrearage program may benefit low-income customers?

 A.
In response to OPC Data Request Nos. 12 and 13, the Company indicates that 7,860 of a total of 11,233 (or roughly 70%) of residential customers receiving a heating grant were in arrears as of September 2002.  The percent had increased each month for at least the previous four months.  Additionally, the discussion on pages 3-5 of Mr. Moten’s affidavit suggests that based on a consideration of the energy burden faced by low-income customers, Low-Income Home Energy Assistance Program (LIHEAP) support falls short of meeting its recipient’s need for heating assistance.  An arrearage reduction program could mitigate the impact of past due balances on these customers ability to retain service.   However, the benefits to low income customers would likely be short-term, given the fact that a significant portion of customers receiving heating assistance might likely again wind up in arrears.

Q.
You indicated that while there is evidence that an arrearage reduction program may benefit low-income customers, currently, Laclede can provide little evidence to support the proposed size and scope of the Program or data by which to measure the longer-term impact of such a program on low-income consumers or the Company’s broader customer base.  Please explain.

A.
On page 3 of his affidavit, Mr. Moten describes the Company’s current experience with customer arrearages.  He reports that as of August 31, 2002, approximately 117,000 residential customers had arrearages of 30 days or more for a total of approximately $18.8 million dollars.  He explained that the majority of these customers were still receiving service but about 21,200 had been “finaled-out.”  Information provided in response to OPC Data Request Nos. 10 and 11 provided an update as of September 2002, reporting that 110,324 residential customers had arrearages totaling about 18.5 million dollars.  On average the data indicates that the average arrearage amount is about $168 per customer.
  Response to OPC Data Requests indicate average arrearages for the period May 2002 through September ranged from $151 to $168.
  While this information provides insight into the broader issue of the Company’s level of total and per customer arrearages, it does not provide information on the number of these customers who are low-income or the proportion of total arrearage dollars or average per customer arrearages attributable to low-income customer accounts. 


In response to OPC Data Request No. 25, Laclede admits that it has not quantified an estimate of the total number of low-income customers that will initially qualify for participation in the Catch Up/ Keep Up plan.  Further, in response to OPC Data Request Nos. 23 and 24 Laclede admits that no analysis estimating the impact of Catch Up/ Keep Up on the Company’s uncollectibles or billing and collections costs have been performed by or on behalf of the Company.  Despite the lack of information on need, Laclede proposes a $6 million dollar program designed to fund reductions of up to $375 per quarter for customers with household incomes at or below 175% of the Federal Poverty  Guideline.    The  Company  has not provided  any  estimate  of  the number  of  customers


currently in arrears not currently receiving heating grants that would be eligible for the CUKU plan upon which to base a reasonable estimate of Program participation.  


Second, the Company seeks up to $375 per customer per quarter to offset arrearages while the average total residential arrearage is only $168 in total.  This suggests that, for the average customer, all arrearages would be eliminated following the first quarter in which they participate in the program and that the customer that made timely payments of ongoing charges would be able to avoid responsibility for any portion of arrearages simply by enrolling and remaining in the program until previous arrearages are eliminated.  There are no prohibitions on re-enrollment so the program offers a revolving door without meaningful encouragement toward ongoing energy conservation or longer-term timely payments.   I believe that implementing a more limited program would be appropriate.

Q.
if the Commission is inclined to approve an arrearage reduction proposal, What level of funding would you suggest?

A.
First in considering a reasonable estimate for participation I believe it would be appropriate to establish an estimated participation rate within a reasonable range.  Laclede’s low-income heating grant recipient accounts in arrears constitute just over 7% of the Company’s total residential accounts in arrears.
  The percentage of heat grant customers in arrears to the total residential accounts in arrears has ranged from 6.6% to 7.4% from May 2002 through September 2002.  In my opinion  7%  is a  reasonable lower  bound  for  estimating  participation  in  the program.      As  a 


reasonable upper bound on participation among residential customers in arrears I would recommend 15%, which agrees with Mr. Moten’s reported estimate of the LIHEAP eligible households in Laclede’s service territory.
  The midpoint within the range is 11%.  I believe that it would be appropriate to determine the total number of customers participating by multiplying the estimated participation rate of 11% by a reasonable estimate of the total number of residential customers in arrears.  In response to OPC DR No. 10 the highest number of residential accounts in arrears available from the Company for the last 2 years was 117,639 residential customers in August 2002. August 2002 also had the highest percentage of residential customers in arrears from the available data.  Performing the calculation to obtain an estimate of eligible customers that would likely participate in CUKU results in a Program customer base of .11 x 117,639 = 12,940.    


I would further recommend that the average arrearage funding per customer in the Program customer base be set at $200 annually.  Information provided by Laclede indicates that this is consistent with the Company’s highest average arrearage for heat grant customers from May 2002 through September 2002. Assuming a $200 average annual arrearage offset, the total arrearage funding would be capped at approximately $2.6 million ($200 x 12,940 = 2,588,000).

Q.
Are you concerned with the proposed level of administrative costs to be covered by the Program? 

A.
Yes, I am.  The Company has provided no justification for the proposed level of administrative costs.  Many programs are administered at a cost below 10% and based on my understanding of the program, I believe that since CUKU is being offered in conjunction with other heating assistance programs, it should reasonably be expected that administrative costs associated with the program can be less.  I believe that it is reasonable to reduce the recoverable administrative costs to 5% of the funding cap that I previously proposed.  If the Company believes that a greater level of administrative costs are necessary then it should submit a detailed proposal for review by the parties and approval by the Commission.  The level I propose would produce a cap of $129,400 (.05 x 2,588,000) on administrative costs.  The resulting total low-income and administrative Program funding requirement would be $2,717,400 annually ($2,588,000 + $129,400).


Public Counsel would also suggest a contribution of up to approximately $300,000 to the Missouri Department of Natural Resources’ Low-Income Weatherization Program (LIWAP).  LIWAP is an existing program run by the Department of Natural Resources’ Energy Center that provides weatherization of low-income customer’s homes.  A condition of such a contribution should be that the monies will be used in Laclede’s service territory.  We believe that this would be consistent with the stated program goals.  Adding a DNR weatherization component to the Program would raise the total Program funding requirement to approximately $3 million dollars annually.   This total is about one-half of the level proposed by Laclede and would cost less than $5 per year per customer.

Q.
In addition to developing the funding at the level you propose, what other conditions do you believe are necessary?

A.
I believe that, if the Commission decides it should adopt a version of the CUKU proposal, then it should condition the program on the following conditions:


1.
The Program should be designated as an experiment with a set termination date for accepting customers into the plan and for final arrearage offset payments.   Public Counsel would be willing to consider other proposals for appropriate termination dates but would offer a recommendation that enrollment for the experimental Program end on March 31, 2004 and that corresponding payments of arrearage offsets end by September 30, 2004.


2.
Provided that sufficient funding is available and a customer satisfies all other program requirements, the Program should fund an arrearage reduction per quarter equal to the lesser of $375 or ¼ of the customer’s total arrearage balance upon enrollment of the program.


3.
The income threshold for participation should be reduced from the Company’s proposed 175% to 125%.  A 125% threshold would be consistent with current upper threshold for receiving LIHEAP in Missouri.


4.
If the Commission approves the Program, then the Commission’s Order should include a commitment that, to the extent that the experimental Program results in a reduction in uncollectibles (and the program is reestablished), the reductions should be reflected in the Company’s cost of service and rate recovery.


5.
The Program should not receive final approval or be implemented until the finalized contract between Laclede, Dollar Help and any participating Agencies has been reviewed and approved by the Commission following a reasonable period for comment and recommendations by the Commission Staff, Public Counsel and other interested parties.  If a weatherization component is added, a contract between Laclede and DNR should be developed and submitted for review and approval by the Commission.


6.
More extensive records for evaluating the success of the program should be maintained by either the Company or under contract with Dollar Help or participating Agencies and available upon request to the Staff and Public Counsel.  The information should include:



a.
Individual records and a detailed description of each administrative cost paid for with Program funds. 



b.
DNR LIWAP activity.



c.
The monthly number of customers receiving funding at or below 100% and 125% of the Federal Poverty level.  



d.
The monthly total arrearages for customers at or below 100% and 125% of the Federal Poverty level.



e.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level newly enrolled in the program.



f.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level who have successfully completed the program by eliminating all arrearages.



g.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level who failed to satisfy the requirements set forth in part H. c. ii. of the tariff.



h.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level who failed to satisfy the requirements set forth in part H. c. iii. of the tariff.



i.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level who failed to satisfy the requirements set forth in part H. c. ii. or H.c.iii of the tariff but are allowed to remain in the Program.



j.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level re-enrolling in the program who at some time in the past have successfully completed the program by eliminating all previous arrearages.  



k.
The monthly number of customers at or below 100% and 125% of the Federal Poverty level re-enrolling in the program who at some time in the past have failed to satisfy the requirements set forth in part H. c. ii. or H.c.iii of the tariff.  

Q.
Why do you believe that your proposed modifications to the Program are preferable to the Company’s proposal?

A.
An experimental program with an ending date corresponding to the Company’s next opportunity for rate review will allow us a reasonable opportunity to evaluate the potential longer-term benefits of the program and to determine whether addition or alternative mechanisms such as a reduced low-income rate based on energy burden or a more extensive energy conservation program developed in the context of a rate review might be more effective in meeting the needs of Laclede’s low-income customers and producing greater benefit to Laclede’s entire customer base.
q.
does this conclude your testimony?

A.
Yes, it does.

� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-h


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-h 


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-h


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-i 


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-j


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-j


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-h and 28-k


� Proposed P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-k


� Withdrawn P.S.C. MO. No. 5 Consolidated, Original Sheet No.28-j submitted July 29, 2002


� September total residential arrearages of $18,523,086/September number of residential customers in arrears 110,324 (OPC DR Response Nos. 10 and 11)


� OPC DR Responses Nos. 10 and 11.


� September 2002 reported low-income accounts in arrears/ September total accounts in arrears = 7,860/ 110,324 = 7.13% (OPC DR Response 10 and 11).


� Affidavit of John Moten Jr., filed September 23, 2002, page 5.
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