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I. INTRODUCTION
After withdrawing similar tariffs that had been proposed during the time that its last general rate case was pending, Laclede Gas Company (“Laclede”, “Company”, or “LGC”) filed on September 23, 2002 the proposed tariffs that created the instant case as styled above.  The Missouri Public Service Commission (“Commission” or “PSC”) suspended these proposed tariffs, received testimony from the parties on contested issues, and then held an evidentiary hearing during the week of December 2, 2002.  

At various times during this case, Laclede has suggested that it could or would make changes to its proposal as filed on September 23, 2002.  During the evidentiary hearing, Laclede submitted sample tariffs that reflected some of these changes.  (Ex. 13).  Public Counsel considers this document to reflect the most current proposal of this natural gas company and, unless otherwise noted in this Brief, refers to the revised proposal as set out in Exhibit 13 as Laclede’s “Catch-Up/Keep-Up proposal” or the “Catch/Up/Keep/Up plan.”

This Brief summarizes the evidence relevant to the positions taken by the Missouri Office of the Public Counsel (“Public Counsel” or “OPC”) on this matter.  In short, Public Counsel believes that the CU/KU proposal would unlawfully pass non-gas costs through the PGA/ACA mechanism and is otherwise extremely unreasonable and unfair to the general body of ratepayers with regard to the manner in which Laclede would fund the program.  The proposal would also be longer in duration and larger in size than is reasonable based upon data supplied by Laclede, and accordingly, Public Counsel has suggested several revisions that could make such a proposal a more reasonable experiment in its size, scope, and terms.  However, it should be recognized that these suggested program changes still would not cure the legal defect that results from the proposed funding mechanism nor the unfair way that it would treat ratepayers.

While the goals of the proposal are laudable and the concept of arrearage forgiveness is worthy of experimentation in Missouri, such an experiment should only be addressed in a general rate case where all relevant factors can be considered to the benefit of all ratepayers.  Laclede did not take advantage of the opportunity it had to have this proposal considered within the settlement of its recently concluded rate case, Case No. GR-2002-356.  If it had been addressed in the context of that rate case, then ratepayers could have been treated more fairly and the proposal would have had a chance to be implemented without legal defect. 

II. ARGUMENT

A. The mechanism that Laclede Gas Company proposes for funding the Catch-Up/Keep-Up program is unjust and unreasonable, and should be rejected.

1. The Catch-Up/Keep-Up proposal cannot lawfully be addressed through the Purchased Gas Adjustment/Actual Gas Adjustment process.

The most fatal flaw in the proposed CU/KU plan is the manner in which Laclede is insisting that it should be implemented through the Purchased Gas Adjustment/Actual Cost Adjustment (PGA/ACA) process—not in a rate case.  It is Public Counsel’s firm belief that a low-income program designed to forgive arrearages and to address other low-income related issues cannot legally nor reasonably be “shoe-horned” into a mechanism that was designed to exclusively address natural gas fuel costs.

Missouri law requires that the Commission consider “all relevant factors” when setting natural gas rates. Section 393.270.4 RSMo. 2000.  The Missouri Supreme Court has determined that this statutory requirement generally prevents the Commission from establishing any rate-setting mechanism that does consider all relevant factors (the prohibition against single-issue ratemaking).  State ex rel. Utility Consumer’s Council of Missouri (UCCM) v. PSC, 583 S.W.2d 41, 49 (Mo. banc 1979).  The Western District Court of Appeals has permitted an exception from this legal requirement for the PGA/ACA process; however, this exception is clearly based upon the premise and the rationale that the PGA/ACA process passes-through only such costs as are related to natural gas fuel costs:

By allowing a PGA, the PSC is necessarily determining that due to the unique nature of gas fuel costs, including the fact that natural gas is a natural resource, not a product which must be produced with labor and materials, the fuel cost component of the rate must be treated differently than other components because it is different.  It has therefore provided a mechanism which allows fuel cost increases to be passed on, and fuel cost savings to be passed on, in the amount incurred.  .  .  .  In these circumstances, we do not believe that the use of a PGA mechanism violates the principle of single-issue ratemaking. 
State ex. rel Midwest Gas Users’ Assoc. (“Midwest Gas Users”) v. PSC, 976 S.W.2d 470, 480 (Mo. App. 1998).

The reasoning of the Court of Appeals in permitting a PGA on one hand, while rejecting an electric company’s “fuel adjustment clause” on the other, is grounded on the assumption that the pass-through of natural gas fuel costs is appropriate because this fuel is ultimately flowed directly to the natural gas consumer.  (Tr. 803, l. 2-6).  The unlawful fuel adjustment clause involved a potential variety of fuels and costs that were indirectly converted to the electricity that ultimately flows to the end user.  A material amount of an electric company’s decisions relating to production is within the control of its management, and thus is most properly considered in a rate case.  (Tr. 802, l. 19-24).  Likewise, elements of managerial control such as collection policy, write-off policy, disconnection and reconnection policies, and the integration of low-income funding sources cannot and should not be considered through the PGA/ACA process.  (Ex. 10, p. 5, l. 8-12).

As explained below, the forgiveness of arrearages and the other costs of Laclede’s proposal are not a natural gas fuel costs, and therefore, the CU/KU proposal clearly does not fit within the PGA exception to the requirement that the Commission consider “all relevant factors” when setting rates, as described in the Midwest Gas Users case.  Laclede cannot expect to escape the bounds of the law by taking a program that addresses costs which do not conform to this exception and thrusts them into the PGA.

2. The Catch-Up/Keep-Up proposal consists of non-gas costs, rendering it inappropriate for treatment in the PGA/ACA mechanism.

The costs of the CU/KU proposal are indisputably non-gas costs.  David M. Sommerer, Manager of the Commission’s Procurement Analysis Department testified that the uses for which Laclede would put up to $6 million in pipeline discounts are not gas costs.  (Tr. 795, 803; Ex. 10, p. 5, l. 3-12).  Mr. Sommerer testified that costs related to bad debt and uncollectible expense are not gas costs and have never been considered to be gas costs by the Commission.  (Tr. 795, l. 6-8; Tr. 801, l. 13-17).  

The PGA/ACA process has never been used to collect bad debts.  (Tr. 795, l. 1-8, 22-25).  PGA costs are limited to natural gas costs necessary to bring the commodity from the production areas to the Company’s city-gate.  (Ex. 10, p. 3, l. 11-20).  In contrast, margin expenses are considered in the context of a general rate case. (Ex. 10, p. 3, l. 21-23).  Burdening the PGA process with non-gas costs would set a bad precedent.  (Ex. 10, p. 4, l. 8-12).  Removing non-gas costs issues from the general ratemaking process and moving them into an adjustment clause outside of a rate case would be poor policy and may be the undoing of the foundation of the PGA/ACA process which has been in place since 1962.  (Ex. 10, p. 4-5).

3. The funding mechanism proposed by Laclede would divert up to six million dollars of pipeline discounts that currently reduce customer bills, essentially resulting in a single-issue rate increase for all customers (including low-income customers).

One hundred percent of any pipeline discounts received by Laclede are currently flowed-through to all non-transportation customers.  (Tr. 207, l. 15-23).  If the Commission approves Laclede’s requested CU/KU proposal only 70% of the pipeline discounts will be flowed-through to Laclede customers.  The other 30% will be placed in a walled-off fund to be utilized to reduce arrears of low-income customers.  (Ex. 13, Sample Sheet No. 28-h, paragraph H.2.)  

All else equal, if this program were approved, Laclede’s customers would be paying higher PGA rates than they are currently paying.  (Tr. 208, l. 24-25; Tr. 209, l. 1-4; Tr. 215, l. 23-25).  In fact, if Laclede’s CU/KU proposal is approved, all Laclede customers, with the exception of transportation customers, but including low-income customers, will be paying between $7.40 and $10.00 more per year.  (Laclede witness John Moten testified that that amount would be close to $10.00, although Laclede witness Fallert estimated that the impact would be closer to $7.40.)

4. Unlike more recent low-income programs approved by the Commission, the cost of the proposed Catch-Up/Keep-Up program would be borne by the general body of ratepayers.

The $6 million funding level proposed by Laclede for its proposal is far greater than can be justified by the record in this case, as is discussed in Section II.B.2. of this Brief.  It is also noteworthy that the proposed funding for the CU/KU proposal would increase the rates that consumers would otherwise pay by this amount, while Laclede would financially benefit, as described below.  This result is in contrast to the two low-income programs most recently approved by the Commission.  These two programs were approved in the context of rate cases and are not to be funded so disproportionately by the general body of ratepayers.

On July 25, 2002, in Case No. EC-2002-1, the Commission approved Union Electric Company d/b/a AmerenUE’s (AmerenUE’s) agreement in a Unanimous Stipulation and Agreement that provides $9 million in low-income energy assistance and $4 million for a low-income weatherization program over four years--the funding for which is totally “below-the-line” (not attributable to AmerenUE’s regulated ratepayers).  Ibid., p. 7.

On November 14, 2002, in Case No. ER-2002-424, the Commission approved a Unanimous Stipulation and Agreement which sets up a collaborative group that will design an Experimental Low-Income Program (ELIP) to be funded 50% from shareholders and 50% from ratepayer supplied funds.  Ibid., pp. 4-5.

5. The Catch-Up/Keep-Up program would result in the rate increase discussed above without any corresponding rate decrease in recognition of the fact that certain expenses such as uncollectible expense and collection costs may be reduced as a result of arrearage forgiveness.

Laclede Gas Company currently has an adequate amount built into rates to reflect its reconnection costs and its collection costs.  (Tr. 210, l. 1-5).  If the CU/KU proposal were to be successful, Laclede would have reduced collection costs and reduced reconnection costs.  (Tr. 209).  Because of regulatory lag, if this proposal were approved, and its costs for reconnection and collection reduced, the Company would be receiving a financial benefit.  This benefit would inure to Laclede Gas Company until it receives a rate change pursuant to its next general rate case proceeding, or possibly longer.  (Tr. 211, l. 4-11; Tr. 213, l. 6 -16).

During the last two years, Laclede Gas Company’s base rates have increased $26 million.  (Tr. 219, l. 17-19).  The evidence in this proceeding demonstrates that Laclede Gas Company’s outreach costs respecting low-income customers are built into rates.  (Tr. 228, l. 24-25; Tr. 229, l. 1-3).

If this CU/KU proposal is not approved, Laclede Gas Company’s bad debt costs will be somewhere in the range that the Company is currently receiving in base rates.  (Tr. 258).  However, if this CU/KU Program is approved Laclede’s bad debt expense will be less than the bad debt expense currently built into its base rates.  (Tr. 258, l. 10).  Unfortunately, corresponding reductions in bad debt costs, collection costs, or reconnection fee costs would not be flowed-through to customers until the end of Laclede Gas Company’s rate case moratorium.  (Tr. 258, l. 18-21).  Despite the fact that Laclede anticipates between two and three million dollars in reduced uncollectible expense if its CU/KU proposal is approved, Laclede is unwilling to grant ratepayers any recognition of this offset in this case in return for the opportunity it requests to enhance its profits. 


While Laclede tries to paint a comparison of its proposal to the Experimental Low-Income Rate approved in a settlement of Missouri Gas Energy’s (MGE’s) last rate case, Case No. GR-2001-292, this comparison breaks down as far as fair rate treatment is considered.  This program was approved as part of a negotiated settlement in a rate case that established a revenue requirement that presumably includes all relevant considerations.  Staff considered the rate settlement to include an appropriate level of funding for uncollectible expense, taking the new ELIR experimental program into account.  

Laclede is unwilling to have any offset or adjustment incorporated into its current proposal that could lower the rate increase resulting from its proposal.  Laclede is further unwilling to commit to a specific level of offset that should be recognized in its next rate case, even though it anticipates some savings in expense. (Tr. 64, l. 8-12).

6. The proposed Catch-Up/Keep-Up program would result in a windfall for Laclede, including the opportunity for double recovery of write-offs and the over-recovery of bad debt expense for years into the future.

Staff witnesses Stephen Rackers, John Cassidy and Thomas Imhoff provided the Commission with testimony explaining how Laclede would receive a windfall if the proposed CU/KU program is approved.  (Ex. 12, pp. 2-8; Ex. 11, pp. 2-5; Ex. 7, pp. 7-13).  In the settlement of Case No. GR-2002-356, Laclede recovered a significant amount of bad debt expense.  (Ex. 7, p. 7, l. 19-23).  Laclede would have the potential to double recover write-offs as a result of the collection of such non-gas costs through the PGA/ACA process.  (Ex. 7, pp. 7-8; Ex. 12, pp. 2-5).  As explained above, only within the context of a rate case could such a windfall be prevented and ratepayers be properly credited with offsetting reductions in uncollectible expense and other collection-related costs.  

7. While it establishes an opportune framework for Laclede to enhance its profits, the Catch-Up/Keep-Up will likely result in a revolving door for low-income consumers.

Laclede performed no study to evaluate the potential benefits of the CU/KU program before it was proposed.  (Tr. 51, l. 10-16).  While it is clear that Laclede would stand to reap substantial financial benefits from this plan, all firm sales customers will be paying higher rates.  The arrearage reduction program proposed by Laclede could mitigate the impact of past-due balances for those low-income customers that participate; however, the benefits to these customers would likely be short-term, given the fact that a significant portion customers receiving heating assistance would likely again wind up in arrears the following year.  (Tr. 4, p. 7, l. 10-12).  The provisions regarding re-enrollment in the proposed program suggest that it could become a revolving door without meaningful encouragement towards longer term timely payments.

While the CU/KU proposal would encourage customers who are in arrears to “catch up”, it is unlikely to empower low-income customers to “keep up”.  This is because it addresses arrearages but fails to resolve the underlying problem that Laclede’s rates are unaffordable for a large number of low-income customers. While the inclusion of a weatherization component is a positive revision to the plan, the funding for this component would still not be sufficient to assist the majority of participants who do not have the means to weatherize their homes in order to reduce the natural gas usage necessary to heat their homes.  (Tr. 58, l. 24-25; Tr. 59, l. 1-11).

Staff witness Henry Warren testified to potential unintended consequences that could result from the CU/KU proposal and the corresponding wisdom of implementing such a program on an experimental level to help ensure that it is designed properly and judiciously.  (Ex. 8, pp. 5-8).  Public Counsel witness Barbara Meisenheimer suggested that the proposal had not been properly thought out to justify approval in this case, and recommended that if such a program were to be approved in this case that it be implemented in a much more limited fashion.  (Ex. 4, pp. 7-11).  

8. The proposed Catch-Up/Keep-Up program would require firm sales customers to pay more than their fair share of program costs.

Laclede’s CU/KU proposal would allocate all of the costs of funding the program to firm sales customers.  (Ex. 10, p. 10, l. 11-13).  Firm Transportation customers are allocated a portion of pipeline discounts since they pay a share of all pipeline reservation charges, and so by taking away discounts from only the firm sales customers, some PGA classes continue to enjoy the fully discounted rates while other PGA classes carry the entire financial burden of the program.  (Ex. 10, p. 10, l. 13-17).

9. The Catch-Up/Keep-Up proposal is not a gas supply incentive plan targeted at reducing the wholesale unit cost of gas.

Staff witness Sommerer testified that the CU/KU proposal is certainly not an incentive plan that is properly structured, explaining six specific problems associated with developing a properly structured gas supply incentive plan.  (Ex. 10, pp. 6-9).

Public Counsel witness Meisenheimer stated her opinion that the CU/KU proposal does not constitute a properly designed incentive plan.  Nor does it constitute a Gas Supply Incentive Plan (GSIP).  (Tr. p. 541-547).

Moreover, Laclede already has a gas supply incentive plan that was agreed upon in a settlement and approved by the Commission in Case No. GR-2002-356.  The CU/KU plan would be inconsistent with this currently approved GSIP.

10.  A low-income program such as the Catch-Up/Keep-Up plan should only be addressed in the context of a future rate case where all relevant factors could be addressed to the benefit all ratepayers.

It is unfair to allow Laclede a single-issue rate increase for the purpose of reducing arrears without recognizing the corresponding factors (i.e., uncollectible expense) that could result in a downward adjustment for the general body of ratepayers.  This is particularly true since Laclede had the opportunity to propose that the terms of the CU/KU proposal be considered in the context of settlement discussions held this summer and autumn related to the settlement of its most recent rate case, Case No. GR-2002-356.    Laclede did not take advantage of this opportunity.

Laclede will still have an opportunity to propose that a program similar to the CU/KU program in its next rate case, which could be filed as early as April 2004, according to the stipulated settlement of Case No. GR-2002-356.  In the meantime, all interested parties would have an opportunity to work together to design a program that better addresses low-income needs and more treats all ratepayers more equitably.

B. If, and only if, the Commission chooses to approve a version of the Catch-Up/Keep-Up program despite the serious objections raised over using the PGA/ACA process for a funding mechanism, then Public Counsel proposes that certain limitations be placed on the scope, duration, and terms of the program.

Public Counsel has offered some suggestions that would improve the CU/KU proposal.  These suggestions are included in the prepared direct testimony of Barbara Meisenheimer (Ex. 4, pp. 6-14), as well as in the testimony elicited from her at the evidentiary hearing.  Notwithstanding these suggestions, Public Counsel maintains that the CU/KU proposal is unlawful and unreasonable.  However, if the Commission is determined to approve some version of this proposal over the objections of the other parties, Public Counsel urges that the program be scaled back to a level justified by the record in this case and revised as described below.  

Public Counsel does not completely agree with Laclede’s characterizations of its positions as contained in the document that was submitted and marked as Exhibit 14.  Any reference to Public Counsel’s positions in this case would most accurately be based upon the prepared and rebuttal testimony submitted by Ms. Meisenheimer.

1. Any version of the Catch-Up/Keep-Up program should be approved on an experimental basis with a specific termination date that corresponds with the Commission’s next opportunity to review Laclede’s non-gas rates.

Any version of Laclede’s CU/KU proposal that the Commission might approve should be designated as an experiment with a set termination date for accepting customers into the plan and a termination date for final arrearage offset payments.  (Ex. 4, p. 12).  Although other termination dates may be appropriate, Public Counsel recommends that enrollment for an experimental program end on March 31, 2004 and that corresponding payments of arrearages offsets end by September 30, 2004.  These dates correspond to the Commission’s next opportunity to review Laclede’s rates and will allow all parties a reasonable opportunity to evaluate the potential longer-term benefits to an experimental program as well as to determine whether alternative mechanisms such as a reduced low-income rate based upon energy burden or a more extensive energy conservation program developed in the context of a rate review might be more effective in meeting the need of Laclede’s low-income customers while also producing greater benefits to Laclede’s entire customer base.  (Ex. 4, pp. 14-15).  As explained above, a rate case is the place where all relevant factors, including offsetting benefits to the general body of ratepayers (i.e. a reduction in collection costs and uncollectible expense) maybe considered along with all other relevant factors.


Laclede is currently proposing that its program end on March 31, 2006 and that corresponding payment of arrearage offset end on September 30, 2006.  (Ex. 13, Sample Tariff Sheet No. 28-k).  These proposed termination dates would “leap frog” the next anticipated Laclede rate case, and defer an evaluation beyond the opportunity when any meaningful offset to customers maybe recognized.  Public Counsel believes that the best policy would be to perform an evaluation of the success of any arrearage forgiveness program in the context of rate case, the next where the benefits of a program can be weighed against the pipeline discounts that are lost to consumers, and can be done in the most informed way.  (Ex. 4, p. 6, l. 16-20).  

2. The size of the Catch-Up/Keep-Up program should be reduced in size so that it corresponds to an experimental status and so that it is no larger than the need demonstrated by the record.  Data provided by Laclede suggests that its program of arrearage forgiveness should be no larger than $2.588M on an annual basis.

Laclede provided little evidence to support the proposed size and scope of the CU/KU program.  In fact, the only evidence regarding the appropriate size for an experimental program (including weatherization) supports a funding level roughly one-half the proposed $6 million maximum proposed by Laclede.  

Company witness John Moten provides data regarding Company’s current experience with customer arrearages, but this information provides little insight into the question of how many of customers who are in arrears are also low-income nor does it tell us the average per customer arrearages that are attributable to low-income customer accounts.  (Moten Affidavit, filed on September 23, 2002, p. 3; Ex. 4, pp. 7-8).  Laclede has not quantified an estimate of the total number of low-income customers that would initially qualify for participation in the CU/KU plan.  Id. at 8, l. 11-13.  Despite the lack of information regarding need, Laclede proposes a $6 million program.  

Public Counsel witness Meisenheimer developed a reasonable estimate for participation and a corresponding level of funding that would be more in line with an experiment and which would be, to a larger degree, based upon real data.  (Ex. 4, pp. 9-11).  Laclede witness James A. Fallert stated that Ms. Meisenheimer should be commended for attempting to develop a funding level based upon available data and further stated that her basic approach in developing her estimate was reasonable.  (Tr. 205, l. 3-8, 22).  


In determining what level of participation might be for the CU/KU proposal, Ms. Meisenheimer attempted to define a reasonable range.  Laclede’s low-income heating grant recipient accounts that are in arrears constitute just over 7% of all residential accounts in arrears.  (Ex. 4, p. 9, l. 14-17).  As a reasonable upper bound on participation, 15% is recommended, which agrees with Mr. Moten’s reported estimate of the LIHEAP eligible households within Laclede’s service territory.  (Moten Affidavit, filed September 23, 2002, p. 5; Ex. 4, p. 10, l. 1-3).  The mid-point between 7% and 15% is 11%, which Ms. Meisenheimer determined to be a reasonable estimated participation rate.  Id. at l. 3-6.  The highest number of residential accounts in arrears for Laclede during the last 2 years was 117,639 during August 2002.  Id. at l. 7-9.  Ms. Meisenheimer multiplied this level of accounts in arrears by 11% to reach an estimated 12,940 customers that would likely be eligible to participate in the CU/KU program.  Id. at l. 9-10.  Information provided by Laclede indicates that the highest average arrears for heat-grant customers between May 2002 and September 2002 is consistent with an average annual arrearage of $200.  Id. at l. 11-14.  Assuming a $200 average annual arrearage offset, the total arrearage funding for any program should be capped at approximately $2.6 million ($200 x 12,940 = 2,588,000) figuring in the administrative expense described below and the $300,000 in weatherization funding now agreed upon by Laclede would bring the total funding for a CU/KU program to approximately $3 million (roughly one-half of Laclede’s proposed funding level).  


Ms. Meisenheimer also acknowledged that the Commission could approve a smaller scale experiment.  In response to Commissioner Lumpe, she indicated that to mirror MGE’s funding amount for its experimental low-income program, Laclede would produce a pr9ogram with participation of 1351 – 1500 customers at an annual funding level of somewhat over million dollars.  (Tr. 561, 564).

3. Income threshold for participation in any version of the Catch-Up/Keep-Up program should be lowered to 125% of the federal poverty guideline to help ensure that the program is targeted to the neediest consumers.

Public Counsel recommends that the income threshold for participation in any average program should be lowered from 175% to 125% of the federal poverty guideline.  (Ex. 4, p. 12, l. 10-12).  A 125% threshold would be consistent with the current thresholds for receiving LIHEAP assistance in Missouri.  Id.  Eligibility for low-income energy assistance in Missouri is essentially around 125% and 150% of this guideline, adjusted for other factors including household size and other resources, but no such assistance is provided for households with incomes above 150% of the federal poverty level.  (Tr. 155-156).  


Laclede’s current proposal with regard to eligibility is that customers may participate if they reside in households with an income equal or less than 150% of the federal poverty level in the first year of the program but that level would increase to 175% for each year thereafter.  (Ex. 13, Sample Sheet No. 28-i, paragraph H.3.a.).  Public Counsel believes that this eligibility level is not justified by any evidence in the record and reducing the eligibility level to 125% would better ensure that any such program is targeted to the neediest of Laclede’s customers.  

4. The terms of arrearage reduction should be changed to the lesser of one-fourth of arrears upon entrance to the program or $375 quarterly.

Public Counsel disagreed with Laclede’s original proposal for arrearage reduction of up to $375 regardless of the amount of arrears.  Based upon the data she received, Public Counsel witness Meisenheimer recommended that any such program fund arrearage reduction per quarter equal to the lesser of $375 or one-fourth of a customers total arrearage balance upon enrollment in the program.  (Ex. 4, p. 12, l. 6-9).  Laclede stated that it would agree to this program change; however, to correctly implement this change, the language suggested in Exhibit 13 would need to be further revised – the words “not exceed” should be replaced with the word “be” (Tr. 391, l. 9-12).  This change would need to be made to the Sample Sheet 28-i, Paragraph H.3.b.  As shown in Exhibit 13.  It is also important for the Commission to clarify that “one-fourth of the customer’s arrears” refers to the total arrears a customer is carrying upon enrollment in the program.  It is intended that this revision would establish terms of arrearage forgiveness that would more likely promote timely, ongoing payments.  

5. Administrative costs should not be approved above 5% without further justification.

Public Counsel further recommends that the administrative costs of the proposed CU/KU plan be reduced from the originally proposed 10% of program costs to a 5% funding cap.  (Ex. 4, p. 10, l. 16-20, p. 11, l. 1-7).  If 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 of the Commission.  Id.  Based upon calculations by Public Counsel witness Meisenheimer, a 5% cap for administrative costs is appropriate and based upon the estimated need for arrearage forgiveness ($2,588,000) would result in $129,400 for administrative costs.  Id. p. 11, l. 5-7.  


Laclede itself now recommends a straightforward cap of 5%.  (Ex. 13, Sample Sheet No. 28-j, paragraph H.3.e.).

6. Any version of the Catch-Up/Keep-Up program should also include approximately $300,000 for low-income weatherization funding.

In Ms. Meisenheimer’s prepared Direct Testimony, she recommended that Laclede include a contribution of up to $300,000 for weatherization assistance as a component of any low-income program approved in this case.  (Ex. 4, p. 11, l. 8-16).  Public Counsel believes that adding a weatherization component would better help address affordability by providing assistance to reduce usage in the homes of low-income families.  Any such component should include a condition that weatherization funding should be used within Laclede’s service territory.  Id.  


Laclede itself is now recommending that $300,000 of program funds be used to supplement the current funding for Company’s existing weatherization program (Ex. 13, Sample Sheet 28-j, paragraph H.3.e.).  Public Counsel further recommends that it be clarified that Company’s current weatherization program was established in Case No. GR-2001-629.  It should also be noted that although weatherization funding would actually assist low-income families in achieving an affordable bill, not all participants in the CU/KU program would be able to receive weatherization assistance at this level of funding.  (Tr. 58, l. 24-25, Tr. 59, l. 1-11).  The program still falls short of the goal of making bills affordable for participants.

7. Adequate record keeping should be required.

Consistent with the concept of an experimental program, Public Counsel suggests that more extensive records be required if any such program is approved.  This record keeping will aid in the evaluation of the success or failure of a CU/KU program by any parties who desire to participate in such evaluation.  Public Counsel recommends eleven categories of information that would assist in a future evaluation.  (Ex. 4, pp. 13-14).  


Laclede has agreed to provide this information subject to the availability of income data from various agencies.  (Ex. 13, Sample Sheet No. 28-j and 28-j1, paragraph H.3.f.).  Furthermore, if the Commission agrees with Laclede and permits an eligibility level for such a program at 150% or 175% of the federal poverty level, then Public Counsel recommends that record keeping items viii through xvi be expanded to include the same information at the actual eligibility levels that are approved by the Commission, whether it is 150%, 175% or some other level.  (Tr. 396-397).

8. Contracts with Dollar Help and other participating agencies should be made available to Staff, Public Counsel and other interested parties, and then approved by the Commission prior to implementation of any program.

Laclede insistence that the Commission approve a plan before anyone reviews contracts with participating agencies implementing its plan is inconsistent with the approach taken by the Commission in other low-income programs.  (See MGE’s ELIR program.  Ex. 3, Schedule MTC-2, p.2).

Public Counsel also believes that before any version of the CU/KU proposal would be approved that finalized contracts between Laclede, Dollar Help and any participating agencies be reviewed by the parties to this case and approved by the Commission following a reasonable period for comment and recommendations.  (Ex. 4, p. 12, l. 17-20).  The details contained in these contracts will be essential components of any such program and thus should be subject to review.  It is still unclear what mechanisms would be used to determine eligibility in certain circumstances.  (Tr. 397-399).  This is particularly important given that there has been a recent misunderstanding involving what Laclede believed to be understood and what other parties believed to be understood after the Commission issued a Report and Order.  

III.
CONCLUSION

Laclede touts its CU/KU proposal as resulting in a “win/win/win” for all stakeholders.  This assertion was proven to be far over-blown by the record of this case.  While Laclede would profit greatly and some low-income customers would receive short-term help, most customers would suffer an unfair rate increase and be denied any corresponding rate offset related to reductions in uncollectible expense and other costs until the current rate case moratorium ends.

The CU/KU proposal is unlawful and unlikely to survive an appellate challenge.  However, the purposes of the CU/KU proposal are laudable and it would be helpful to observe an arrearage forgiveness program in Missouri.  One way that the Commission could help pursue this goal would be to authorize a collaborative consisting of the parties to this case to meet and attempt to develop a possible alternative to the CU/KU proposal that better addresses low-income needs an which could be proposed for inclusion in Laclede’s next general rate case.

Respectfully submitted,
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