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DIRECT TESTIMONY 1 

OF 2 

LESA A. JENKINS 3 

LACLEDE GAS COMPANY 4 

CASE NO. GR-2007-0208 5 

Q. Please state your name and business address. 6 

A. Lesa A. Jenkins, P.O. Box 360, Jefferson City, MO 65102. 7 

Q. By whom are you employed and in what capacity? 8 

A. I am a Regulatory Engineer in the Procurement Analysis Department with the 9 

Missouri Public Service Commission (Commission). 10 

EXECUTIVE SUMMARY 11 

Q. Please summarize the issues addressed by your testimony.   12 

A. My testimony provides support for changes to Laclede’s energy efficiency 13 

programs, including funding for Low-Income Weatherization.  Staff recommends that 14 

Laclede’s funding in rates for the Low-Income Weatherization Program be increased from the 15 

current level of $500,000 per year to $991,000 per year.  Staff recommends that a 16 

Collaborative evaluate options to enhance energy efficiency for residential and small 17 

commercial customers in its service area.  Staff recommends that Laclede present the 18 

recommendations of the Collaborative for approval by the Commission, including revised 19 

tariff sheets detailing the specifics of each energy efficiency program, no later than six months 20 

after the issuance of the Commission Report and Order in this case. Staff recommends that 21 

program costs for energy efficiency measures, other than the recommended annual funding 22 
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for Low-Income Weatherization, be placed in a regulatory asset account and amortized over a 1 

ten-year period.   2 

GENERAL INFORMATION 3 

Q. Please describe your educational and professional background.  4 

A. I received a Bachelor of Science degree, with honors, in Industrial Engineering 5 

(BSIE) from University of Missouri – Columbia.  I received a Master of Business 6 

Administration (MBA) from William Woods University.  Since March 1993, I have been 7 

registered as a professional engineer in the state of Missouri.  I am currently a member of the 8 

Society of Women Engineers, National Society of Professional Engineers and the Missouri 9 

Society of Professional Engineers. 10 

Q. Please describe your work background. 11 

A. I began employment in my current position with the Commission in November 12 

1999.  Prior to joining the Commission, I was employed by the Missouri Department of 13 

Natural Resources (DNR).  While employed with DNR I held various engineering and then 14 

management positions with the Division of Energy from February 1992 - October 1999.  I 15 

was employed as an environmental engineer with the DNR, Division of Environmental 16 

Quality from January 1988 - January 1992.  Prior to that I was employed by 17 

Procter & Gamble in various production and quality control/quality assurance team manager 18 

positions in Cape Girardeau, Missouri and then in Cincinnati, Ohio.   19 

Q. Please describe your duties while employed by the Commission? 20 

A. The nature of my duties at the Commission has been to investigate and review 21 

natural gas reliability/peak day plans of the Missouri natural gas local distribution companies.  22 
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More recently, I have also been asked to review energy efficiency programs of Missouri 1 

natural gas local distribution companies.   2 

Q. Have you previously filed testimony before this Commission? 3 

A. Yes, I have.  See Schedule 1, attached to this testimony, for a list of prior cases 4 

and issues.  Additionally, I have prepared fifty-four reliability reviews as part of the filed Staff 5 

Actual Cost Adjustment (ACA) recommendations since November 1999, as listed in 6 

Schedule 1. 7 

Q. Did you make an analysis of the books and records of Laclede Gas Company 8 

(Laclede or Company) in regards to matters relevant to this case? 9 

A. Yes.  I have examined the Laclede records in the context of the issues I am 10 

addressing in this case.  Additionally, I reviewed energy efficiency programs of other 11 

Missouri Local Distribution Companies (LDCs), and various regional and national reports 12 

regarding utility involvement in energy efficiency programs.  13 

Q. What knowledge, skills, experience, training or education do you have in these 14 

matters? 15 

A. Both my MBA and BSIE degrees provided formalized coursework that gave 16 

me knowledge and skills that I use in review of natural gas LDC plans.  My twenty-four years 17 

of engineering/management work experience provide me with experience from project 18 

reviews and I have gained additional knowledge from training courses and review of technical 19 

information.  Fifteen of these years of work experience relate specifically to energy issues.  20 

Eight of these years were with the DNR, Division of Energy where I worked on energy 21 

efficiency issues including management of programs/projects related to energy efficiency for 22 
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schools and local government (including a loan program), weatherization for low-income 1 

households, energy efficiency in state facilities, alternative fuels and renewable energy. 2 

PURPOSE OF TESTIMONY 3 

Q. What is the purpose of your Direct testimony? 4 

A. The purpose of my testimony is to address the issues of energy efficiency and 5 

low-income weatherization as they are currently contained in Laclede’s tariffs and the 6 

approved Stipulation and Agreement in Case No. GR-2005-0284, Laclede’s prior rate 7 

proceeding, and recommend changes to those programs.   8 

ENERGY EFFICIENCY - GENERAL 9 

Q. What is energy efficiency? 10 

A. Energy efficiency refers to using less energy to provide the same or improved 11 

level of service to the energy consumer in an economically efficient way.  The term energy 12 

efficiency includes using less energy at any time, including at times of peak demand through 13 

demand response and peak shaving efforts.1  Energy efficiency can be the implementation of 14 

one or more cost-effective projects such as adding insulation to one’s attic or a comprehensive 15 

undertaking where all cost-effective energy efficiency measures are explored and installed in 16 

a home or business.   17 

Q. Are energy efficiency and energy conservation the same? 18 

A. In my experience, some people use the term energy efficiency and energy 19 

conservation interchangeably.  Others refer to conservation as no-cost habit changes such as 20 

setting the thermostat at a lower temperature in the winter, shutting off or reducing the air 21 

                                                 
1 “National Action Plan for Energy Efficiency,” U.S. Environmental Protection Agency, July 2006, p. 1-1. 
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flow from vents in seldom used rooms, or closing the drapes at night to keep the room 1 

warmer.  Energy efficiency is then referred to as specific physical changes to the home or 2 

business such as adding insulation, caulking around windows, or replacing old appliances 3 

with energy efficient appliances.   4 

Q. What is low-income weatherization? 5 

A. Low-income weatherization is an energy efficiency program targeted for low-6 

income families.  This program enables low-income families to permanently reduce their 7 

energy bills by making their homes more energy efficient.  The United States Department of 8 

Energy provides funding for cost-effective energy efficiency measures through its 9 

Weatherization Assistance Program (WAP), also referred to as the Low-Income 10 

Weatherization Assistance program (LIWAP), in the homes of qualifying families.  In 11 

Missouri, the DNR administers the LIWAP through sixteen regional Community Action 12 

Agencies, one city government and one not-for-profit organization.  Information regarding 13 

LIWAP, including income eligibility guidelines, is included in Appendix C of the attached 14 

Staff Report, “Energy Efficiency Issues for Consideration in the Laclede Gas Company, 15 

Natural Gas Utility Rate Case”, in Case No. GR-2007-0208 (attached as Schedule 2).  16 

Q. Why is it important for an LDC to address energy efficiency and low-income 17 

weatherization? 18 

A. The importance of utility sponsored energy efficiency programs, including 19 

low-income weatherization, is discussed in detail in the Staff Report, attached as Schedule 2.  20 

The Staff Report examines and presents information regarding increasing natural gas prices, 21 

why price signals are not enough to encourage individuals to invest in energy efficiency, the 22 

role of energy efficiency in reducing natural gas costs, funding for energy efficiency 23 
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programs, subsidy concerns, current Laclede programs and performance, and comparison of 1 

Laclede’s funding for energy efficiency to that of other natural gas utilities in Missouri.  2 

Recommended revisions to Laclede’s energy efficiency programs, including the Low-Income 3 

Weatherization program are provided at the end of this report.   4 

RECOMMENDED ENERGY EFFICIENCY PROGRAMS 5 

Q. Please describe your recommended changes to the Laclede energy efficiency 6 

programs.   7 

A. Staff recommends that Laclede’s funding in rates for the Low-Income 8 

Weatherization Program be increased from the current level of $500,000 per year to $991,000 9 

per year to be more consistent with the funding levels of other Missouri LDCs and in 10 

recognition of the unique challenges of low-income customers, as documented in Staff’s 11 

Report in this case. 12 

Staff recommends that the Laclede funds collected from rates for the Low-Income 13 

Weatherization Program be administered through the DNR, consistent with the requirements 14 

of the DNR’s existing Low-Income Weatherization Program.  Additionally, Staff 15 

recommends that any funds not expended in a given year, roll-over to the subsequent year.   16 

Q. How does Staff’s recommended LIWAP funding in this rate case compare to 17 

other natural gas companies in the state? 18 

A. Staff’s proposed annual funding for LWAP is approximately $1.53/customer 19 

for Laclede, compared to Laclede’s funding level in its existing tariff of approximately 20 

$0.77/customer, $1.28/customer for Atmos, $2.18/customer for AmerenUE, $2.10/customer 21 

for Empire District Gas, and $1.53/customer for Missouri Gas Energy.  A comparison of 22 

Staff’s recommended funding for this Laclede Rate Case to other Missouri natural gas utility 23 
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energy efficiency funding is shown in Appendix G of the attached Staff Report (attached as 1 

Schedule 2).   2 

Q. Please describe any other recommended changes to the Laclede energy 3 

efficiency programs.   4 

A. Staff recommends that Laclede, in a collaborative process with Staff, the 5 

Office of Public Counsel, the DNR, and community based organizations (Collaborative), 6 

evaluate options to enhance energy efficiency for residential and small commercial customers 7 

in its service area.  Staff recommends that the Collaborative also consider low-income 8 

residential customers in the discussion and development of its recommendations to the 9 

Commission.  Staff recommends that Laclede hire a consultant to advise the Collaborative in 10 

its discussions of successful energy efficiency programs, including a recommendation as to 11 

whether a third party should administer the energy efficiency program, excluding the Low-12 

Income Weatherization Program, for Laclede.   13 

Q. What do you believe are the components of a successful energy efficiency 14 

program? 15 

A. A successful energy efficiency program will consider key findings and best 16 

practices information in recent reports such as those summarized in Staff’s Report in 17 

Schedule 2.  A successful program will consider partnering with electric utilities and with area 18 

vendors, contractors, and local community based agencies to improve deployment of cost-19 

effective energy efficiency measures.   20 

Q. What would be the reporting responsibilities for the Collaborative process?  21 

A. Staff recommends that Laclede file a monthly report with the Commission, 22 

beginning sixty (60) days after the issuance of the Commission Report and Order in this case 23 
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regarding the status of the Collaborative efforts.  Such monthly reports should be submitted to 1 

the Commission until Laclede files the energy efficiency recommendations of the 2 

Collaborative with the Commission.   3 

Staff recommends that Laclede present the recommendations of the Collaborative for 4 

approval by the Commission, including revised tariff sheets detailing the specifics of each 5 

energy efficiency program, no later than six months after the issuance of the Commission 6 

Report and Order in this case.  Thereafter, Staff recommends that Laclede provide quarterly 7 

presentations and written reports to the Collaborative and file biannual reports with the 8 

Commission.  The quarterly presentations and reports to the Collaborative should evaluate the 9 

success or lack thereof of the energy efficiency programs.  Based on these quarterly 10 

presentations and written reports and in consideration of any new technology, Laclede should 11 

obtain feedback from the Collaborative, including any recommended changes to the Laclede 12 

energy efficiency programs.  The biannual reports filed with the Commission should report on 13 

the success or lack thereof of the energy efficiency programs, summarize Collaborative 14 

recommendations, and include any proposed changes to the energy efficiency programs, 15 

including any proposed tariff changes. 16 

Q. How would Laclede fund the energy efficiency programs recommended by the 17 

Collaborative?  18 

A. Staff recommends that program costs for energy efficiency measures, other 19 

than the recommended annual funding for Low-Income Weatherization, be placed in a 20 

regulatory asset account and amortized over a ten-year period.  Staff recommends that the 21 

amounts accumulated in this regulatory asset account be allowed by the Commission to earn a 22 

return not greater than the Laclede AFUDC rate.  The costs recovered in later rate cases 23 
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through this account should only be for those energy efficiency programs that are shown to be 1 

cost-effective.  The criteria for determining whether an energy efficiency program is cost-2 

effective should be included for Commission approval in Laclede’s revised tariff sheets that 3 

detail the specifics of each energy efficiency program.  Energy efficiency program costs 4 

would include costs of developing, implementing, and evaluating customer energy efficiency 5 

programs.  The regulatory asset account methodology is the same cost recovery methodology 6 

recommended by Staff for energy efficiency programs in the AmerenUE gas rate case, in 7 

Case No. GR-2007-0003, and the AmerenUE electric rate case, in Case No. ER-2007-0002. 8 

Staff is recommending a regulatory asset account at this time, rather than a specific 9 

funding level, because the programs would be recommended by a Collaborative and those 10 

programs are not yet defined, the programs could be modified over time to improve 11 

deployment, and finally, because experience with Laclede’s existing rebate and loan programs 12 

shows that the funds agreed to in the existing Laclede rates are not being fully expended.   13 

Q. If the Commission does not approve of a regulatory asset account, does Staff 14 

have an alternate proposal to fund the energy efficiency programs recommended by the 15 

Collaborative (not including the funding for Low-Income Weatherization)? 16 

A. Yes.  If a regulatory asset account for energy efficiency program costs is not 17 

approved by the Commission, Staff recommends annual funding in rates of $972,000.  18 

Additionally, Staff recommends that any funds not expended in a given year, roll-over to the 19 

subsequent year.  If Laclede elects to fund additional energy efficiency programs beyond the 20 

$972,000 per year, through recommendation of the Collaborative, such as at the funding 21 

levels of 0.5% to 1% of natural gas utility revenue reported in the “National Action Plan for 22 

Energy Efficiency”, Staff recommends that these additional costs be placed in a regulatory 23 
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asset account, amortized over a ten-year period, and allowed by the Commission to earn a 1 

return not greater than the Laclede AFUDC rate. 2 

Q. How does Staff’s recommended energy efficiency funding compare to other 3 

natural gas companies in the state? 4 

A. Staff’s proposed annual funding for Laclede energy efficiency programs 5 

(excluding low-income weatherization) is approximately $1.50/customer (using 6 

$972,000/year instead of the unknown value in a regulatory asset account), compared to 7 

$0.46/customer for Laclede’s existing rebate programs, $1.43/customer for Atmos, 8 

$0.83/customer for AmerenUE, $0.15/customer for Empire District Gas, and $1.53/customer 9 

for Missouri Gas Energy.   10 

Staff’s total proposed annual funding for the Laclede energy efficiency programs 11 

(including Low-Income Weatherization) is approximately $3.03/customer (using 12 

$972,000/year instead of the unknown value in a regulatory asset account), compared to 13 

$2.71/customer for Atmos, $3.01/customer for AmerenUE, $2.26/customer for Empire 14 

District Gas, and $3.06/customer for Missouri Gas Energy.   15 

A comparison of Staff’s recommended funding in this Laclede Rate Case to other 16 

Missouri natural gas utility energy efficiency funding is shown in Appendix G of the attached 17 

Staff Report (attached as Schedule 2). 18 

Q. Should the existing loan and rebate programs contained in Laclede’s existing 19 

tariffs be continued?  20 

A. Yes.  Since Laclede has funds from prior rate cases for the energy efficiency 21 

rebate and loan programs (approximately $441,500 for the rebate program), Staff 22 

recommends that the existing tariffs for Laclede’s energy efficiency loan and rebate programs 23 



Direct Testimony of 
Lesa A. Jenkins 

Page 11 

remain in place until alternate programs from the Collaborative are presented to the 1 

Commission for approval.  Any funds not expended from the rebate programs should 2 

carryover to programs recommended by the Collaborative.  3 

TRACKING, REPORTING, AND EVALUATION OF ENERGY EFFICIENCY 4 
PROGRAMS 5 

Q. Do you have recommended reporting requirements for the Laclede sponsored 6 

energy efficiency programs?  7 

A. Yes.  Reporting requirement recommendations were discussed by Staff 8 

previously regarding the Collaborative process.  Additionally, Staff recommends that Laclede 9 

collect, report, and evaluate at a minimum the information noted in the attached Staff Report, 10 

under the heading, “Tracking, Reporting, and Evaluation of Energy Efficiency Programs.”   11 

Q. Does this conclude your Direct testimony? 12 

A. Yes, it does. 13 
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OBJECTIVE OF REPORT 

A review of Laclede’s energy efficiency programs and recommended changes to those 

programs is the focus of this Staff report.  Energy efficiency has become a more frequent topic of 

discussion in recent natural gas rate cases because of rising gas prices.  This report examines and 

presents information regarding increasing natural gas prices, why price signals are not enough to 

encourage individual to invest in energy efficiency, the role of energy efficiency in reducing 

natural gas costs, funding for energy efficiency programs, subsidy concerns, current Laclede 

programs and performance, and comparison of Laclede’s funding for energy efficiency to that of 

other natural gas utilities in Missouri.  Recommended revisions to Laclede’s energy efficiency 

programs, including the Low-Income Weatherization program, are provided at the end of this 

report.   

INCREASING NATURAL GAS PRICES 

Natural gas prices have increased substantially since the 1990s.   

U.S. Natural Gas Price 
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As shown in the table below, the citygate price of natural gas increased nationally by 

52% from 2001 to 2005 and increased by 37% for Missouri.   

 
Average Citygate Price of 
Natural Gas, 2001-2005  
Dollars per Thousand Cubic 
Feet ($/mcf) 2001 2002 2003 2004 2005 

% increase 
from 2001 to 

2005 
United States 5.72 4.15 5.85 6.65 8.67 51.6% 

Missouri 6.33 4.56 6.12 6.99 8.67 37.0% 
Source:  Energy Information Administration (EIA), Natural Gas Annual 2005, Table 22 

The citygate price of natural gas does not include the cost for the local distribution 

company (LDC) to deliver it to the customer.   The delivered price in 2005 is shown in the table 

below.   

 
Average Price of Natural Gas Delivered 
to Consumers, 2005 ($/ mcf) Residential Commercial 

United States 12.84 11.59 
Missouri 12.67 11.62 

Source:  EIA, Natural Gas Annual 2005, Table 23 
 

For residential and commercial customers, the citygate price is approximately 68% and 

75% of the total natural gas bill.  

 
Citygate Price as % of Average Price 
Delivered to Consumers, 2005 Residential Commercial 

United States 67.5% 74.8% 
Missouri 68.4% 74.6% 

 
Household income is not increasing at the same rate as the rise in natural gas costs.  

Although the following table does not compare the exact time periods as shown in a previous 

table for rising natural gas prices, it illustrates that there is minimal increase in household income 

during the same period of time that natural gas prices are rising by 37% in Missouri.   

 
Missouri 3-year Average Median 

Household Income 
% 

Increase  Comments 
2003-2005  $      44,324  0.8% Income in 2005 dollars 
2000-2002  $      43,955  -0.7% Income in 2002 dollars 
1998-2000  $      44,247    Income in 2000 dollars 

Source:  U.S. Census Bureau   
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ENERGY EFFICIENCY DEFINED1 

Energy efficiency refers to using less energy to provide the same or improved level of 

service to the energy consumer in an economically efficient way.  The term energy efficiency 

includes using less energy at any time, including at times of peak demand through demand 

response and peak shaving efforts.  Energy efficiency can be the implementation of one or more 

cost-effective projects such as adding insulation to one’s attic or a comprehensive undertaking 

where all cost-effective energy efficiency measures are explored and installed in a home or 

business.   

In my experience, some people use the term energy efficiency and energy conservation 

interchangeably.  Others refer to conservation as only no-cost habit changes such as setting the 

thermostat at a lower temperature in the winter, shutting off or reducing the air flow from vents 

in seldom used rooms, or closing the drapes at night to keep the room warmer.  Energy 

efficiency is then referred to as specific physical changes to the home or business such as adding 

insulation, caulking around windows, or replacing old appliances with energy efficient 

appliances.   

PRICE SIGNALS ARE NOT ENOUGH TO ENCOURAGE INDIVIDUALS TO INVEST 
IN ENERGY EFFICIENCY 

As indicated previously, the citygate price of natural gas increased by 37% for 

Missourians from 2001 to 2005.  One would think that market prices alone would influence 

investment in energy efficiency.  However, as noted in a February 2007 American Council for an 

Energy Efficient Economy (ACEEE) report, “While economists agree that markets in general 

respond efficiently to price signals, there is evidence that market failures can limit the effect of 

price signals.  Where market failures exist, energy usage in these markets persists at levels higher 

than economic theory would otherwise suggest.”  “… if market failures isolate significant 

segments of energy use from price signals, policymakers may need to supplement market price 

signals with other policy measures.”2  

                                                 
1 “National Action Plan for Energy Efficiency,” U.S. Environmental Protection Agency, July 2006, p. 1-1. 
2 “Quantifying the Effects of Market Failures in the End-Use of Energy,” American Council for an Energy-Efficient 
Economy (ACEEE), Prepared for International Energy Agency, February 2007, pp. iii.  
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The ACEEE report identifies three types of market barriers.3   

1. Principal-agent (PA) barriers.  This barrier occurs when one party (the agent) 

makes decisions affecting end-use energy efficiency and a different party (the 

principal) bears the consequences of those decisions.  Examples include:  new 

home construction where the home builders make decisions that impact the 

energy use of the home; commercial building where builders and owners make 

efficiency technology decisions that affect tenant energy bills; and rental housing 

where owners make investments that impact energy costs of the tenants.   

2. Information/transaction cost barriers.  The end-user lacks the information or 

expertise to make a decision that maximizes both energy efficiency and 

economics.   

3. Externality cost barriers.  The market price does not reflect its full cost to society 

(e.g. environmental impacts, health impacts). 

Other reasons for not pursuing energy efficiency include the following.4 

1. Priority for investment capital is quality and appearance of the sales room, not 

energy efficiency.  

2. Short-run cost reductions is necessary to compete, thus added costs for energy 

efficient technology is not a priority 

3. In the U.S., incomes for the majority of households are high enough that moderate 

changes in prices may blunt the effect of price elasticity 

4. Energy consumption for heating, lighting, and transportation are seen as relatively 

inelastic essentials and cross-elasticity, reduction in purchases of other goods, is 

used to offset the rising prices for energy 

5. When consumers cannot predict future prices because of volatility, they are 

unwilling to make many investments that would be economically attractive across 

a range of future price points  

The ACEEE report concludes that market failures are “significant and wide spread” and 

lists the following three policy implications.5  

                                                 
3 Ibid., pp. iii - iv 
4 Ibid., pp. 3-7.  
5 Ibid., p. vii. 
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1. Prices are a major influence on markets, but barriers isolate large fractions of 

energy use from the intended effects of price signals.   

2. The price elasticity effects of energy prices are muted in affluent economies.  

3. Policymakers should consider policies and measures including rating and 

labeling, efficiency standards for appliances and other equipment, building energy 

codes, incentive programs, and technical assistance and consumer information.   

ROLE OF ENERGY EFFICIENCY IN REDUCING NATURAL GAS COSTS 

There are many benefits of improving the energy efficiency of our homes and businesses.  

Using less energy saves money.  Buying up-to-date technologies and practices can save 10% to 

30% of many businesses’, governments’, and households’ energy bills.6  Energy efficiency helps 

the local economy through the expenditures on energy efficiency measures and through the 

increased discretionary income from reduced utility bills.  Energy efficiency can improve 

comfort (e.g. Reduce the drafts that make you cold in the winter and hot in the summer).  Energy 

efficiency is good for the environment.    

This section summarizes key findings from three recent studies on energy efficiency. 

• U.S. Environmental Protection Agency (EPA), “National Action Plan for Energy 

Efficiency,” July 2006.  

• Midwest Energy Efficiency Alliance (MEEA), “Midwest Residential Market Assessment 

and Demand Side Management (DSM) Potential,” March 2006. 

• American Council for an Energy-Efficient Economy (ACEEE) report, “Examining the 

Potential for Energy Efficiency to Help Address the Natural Gas Crisis in the Midwest,” 

January 2005.  

EPA, “National Action Plan for Energy Efficiency” 

The goal of the “National Action Plan for Energy Efficiency” is to create a sustainable, 

aggressive national commitment to energy efficiency through gas and electric utilities, utility 

regulators, and partner organizations.  Participants of the National Action Plan identify key 

barriers limiting greater U.S. investment in energy efficiency and develop and document 
                                                 
6 “National Action Plan for Energy Efficiency, Frequently Asked Questions,” U.S. Environmental Protection 
Agency, July 2006. (www.epa.gov/cleanenergy/eeactionplan ) 
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business practices for removing these barriers.  Members of the National Action Plan include gas 

and electric utilities, state agencies, energy consumers, energy service providers, and 

environmental/energy efficiency organizations, as shown in Appendix A. 

National Action Plan Key Findings: 

The “National Action Plan for Energy Efficiency” reviewed many energy efficiency 

programs that have been operating successfully for a number of years.  It provides an overview 

of best practices.   A brief summary of the key findings from the National Action Plan is as 

follows.7 

1. Energy efficiency resources are being acquired on average at about one-third of 

the cost of natural gas supply. 

2. Funding for programs reviewed ranged from 0.5 to 1% of natural gas utility 

revenue.   

3. Energy efficiency programs reviewed are delivered at a total program cost of 

$0.30 to $2.00 per lifetime million British thermal units (MMBtu). 

4. Even low energy cost states have reason to invest in energy efficiency because it 

provides a low-cost reliable resource that reduces customer utility bills. 

5. Well-designed programs provide opportunities for customers of all types to adopt 

energy savings measures and reduce their energy bills. 

6. Research and development enables a continuing source of new technologies and 

methods for improving energy efficiency. 

7. Energy efficiency resources are being acquired through a variety of mechanisms 

including system benefits charges (SBC), energy efficiency portfolio standards 

(EEPS), and resource planning (or cost of service) efforts.   

8. Cost-effective energy efficiency programs can be targeted to reduce peak load.  

9. Energy efficiency programs, projects, and policies benefit from established and 

stable regulations, clear goals, and comprehensive evaluation. 

10. Energy efficiency programs benefit from committed administrators and oversight 

authorities and strong stakeholder support. 

                                                 
7 “National Action Plan for Energy Efficiency,” U.S. EPA, July 2006, pp. 6-5 to 6-6. 
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11. Most large-scale programs have improved productivity, enabling job growth in 

the commercial and industrial sectors. 

12. Large scale energy efficiency programs can reduce wholesale market prices. 

National Action Plan Best Practices: 

A brief summary of the best practices from the National Action Plan is as follows8: 

1. Leadership is needed from utility upper management, state agencies, regulatory 

commissions, local governments and associated legislative bodies, and consumer 

advocates.  

2. Conduct a potential study prior to starting programs to inform and shape the 

program. 

3. Solicit stakeholder input. 

4. Review measures for all customer classes including hard-to-reach customers such 

as low income and very small business customers.   

5. Leverage other programs (Energy Star) and manufacturer and retailer resources 

through cooperative promotions. 

6. Consider building codes and appliance standards when designing programs. 

7. Plan to incorporate new technologies. 

8. Use cost-effectiveness tests that are consistent with long-term planning (costs and 

benefits to utility and to customer, environmental impacts, water savings). 

9. Promote both energy and non-energy benefits (improved comfort, improved air 

quality.) 

10. Keep participation simple. 

11. Keep funding and other program characteristics as consistent as possible. 

12. Start with successful program approaches from other utilities and program 

administrators and adapt them to local conditions to accelerate design and 

implementation. 

13. Evolve to more comprehensive programs. 

                                                 
8 Ibid., pp. 6-6 to 6-52. 
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14. Invest in educating and training the service industry to deliver increasingly 

sophisticated energy efficiency services. 

15. Budget, plan and initiate evaluation from the onset.  Formalize and document 

evaluation plans and processes.  

16. Conduct evaluations to assure that mid- and long-term goals are met. 

17. Communicate evaluation results to stakeholders.  Include case studies to make 

success more tangible.   

MEEA, “Midwest Residential Market Assessment and DSM Potential” 

The study concludes that the total achievable potential for gas DSM varies among the 

Midwest states from about 23% to 27% of base case consumption.9   (In this study, the Midwest 

is defined as the states of Illinois, Indiana, Iowa, Kentucky, Michigan, Minnesota, Missouri, 

Ohio, and Wisconsin.)   

The study reports that single-family homes account for over 80% of total achievable 

residential gas DSM potential.10  The following four residential natural gas measures account for 

about 83% of the DSM potential with a cost of conserved energy of $1/therm ($10/dekatherm) or 

less.11   

1. High efficiency gas furnaces 

Implementation of this measure accounts for 5% of total residential base case natural 

gas consumption.  The cost of conserved energy varies between housing types and 

whether a 92% or 96% efficient furnace is analyzed.  The 96% efficient furnaces 

were found to have a lower total cost of conserved energy.  The cost of conserved 

energy is estimated at $1/therm ($10/Dth), but is between $1.10 and $1.20/therm in 

the more southern states of the Midwest where the annual savings are lower.   

2. Insulating attics with no insulation 

Implementation of this measure accounts for 2% of total residential base case natural 

gas consumption.  The cost of conserved energy is estimated at $0.25/therm 

($2.50/Dth) for single family homes. 
                                                 
9 “Midwest Residential Market Assessment and DSM Potential Study,” Midwest Energy Efficiency Alliance 
(MEEA), Sponsored by Excel Energy, March 2006, p. 4.  
10 Ibid., p. 5.  
11 Ibid., pp. 5-6, 75. 
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3. Comprehensive shell air sealing and infiltration reduction  

Implementation of this measure accounts for 1.4% of total residential base case 

natural gas consumption.  The cost of conserved energy is estimated at $0.85/therm 

($8.50/Dth)  

4. Energy Star programmable thermostats  

Implementation of this measure accounts for 1% of total residential base case natural 

gas consumption.  The cost of conserved energy is estimated at $0.17/therm 

($1.70/Dth) for single family homes.  Concerns exist about the actual in-the-field 

energy savings impacts.  Energy Center of Wisconsin’s Energy and Housing Study 

found that although homeowners with programmable thermostats had a 2.5% lower 

energy intensity than homes with manual thermostats, the statistical uncertainty 

associated with such savings was plus or minus 7%, or several times larger than the 

savings estimate.  Additionally, few homeowners with manual thermostats that 

participated in detailed interviews were interested in programmable thermostats.    

The MEEA report lists other energy efficiency measures with small energy saving 

impacts.  These included low flow showerheads, hot water pipe insulation, faucet aerators, water 

heater thermostat setbacks, and multi-family wall insulation.  

ACEEE, “Examining the Potential for Energy Efficiency to Help Address the Natural Gas 
Crisis in the Midwest”  

The ACEEE study notes that due to the high natural gas heating load in the Midwest, 

average residential natural gas bills are nearly four times as much as the national average.  

Additionally, compared to other areas of the nation, the Midwest has a large concentration of 

heavy industries that are very reliant on natural gas, for both fuel and feedstock purposes.  Thus, 

natural gas price increases have a disproportionate impact on the economy of this region.12  (In 

this study, the Midwest is defined as the states of Illinois, Indiana, Iowa, Michigan, Minnesota, 

Missouri, Ohio, and Wisconsin.)   

In response to accelerating natural gas market prices in 2003, ACEEE launched a national 

study to attempt to understand the effects that reductions in natural gas demand from energy 
                                                 
12 Martin Kushler, Ph.D., Dan York, Ph.D. and Patti Witte, M.A., “Examining the Potential for Energy 
Efficiency to Help Address the Natural Gas Crisis in the Midwest,” American Council for an Energy-
Efficient Economy (ACEEE), January 2005, p. iii. 
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efficiency and renewable energy could have on reducing natural gas market prices in the near- 

and mid-term time periods.  ACEEE developed estimates of potential achievable percentage 

savings in end-use consumption of natural gas and electricity for each customer sector, 

residential, commercial, and industrial, for each state.  The Missouri information is summarized 

in the tables below.13  The report does not comment on the energy efficiency policies needed to 

achieve the projected savings, but does provide examples of energy efficiency programs and 

policies.  (This ACEEE report was conducted prior to hurricane Katrina.) 

 
Potential Natural Gas Percentage Savings for 
Missouri 2006 2010 2015 2020 
Residential 1.4% 2.9% 4.7% 6.5% 
Commercial 1.3% 2.6% 4.2% 5.7% 
Industrial 1.1% 2.7% 4.8% 6.8% 
Combined Residential, Commercial, Industrial 1.3% 2.7% 4.6% 6.4% 

 
MO Projected Net Natural Gas Consumption 
Savings from Energy Efficiency (MMcf) 2006 2010 2015 2020 
Residential 1,637 3,333 5,561 7,904 
Commercial 763 1,575 2,685 3,854 
Industrial 664 1,704 3,090 4,571 
Combined Residential, Commercial, Industrial 3,064 6,612 11,336 16,328 

 
The total dollar savings to Midwest customers from the energy efficiency policy impacts 

examined in this study are comprised of four components:  (1) direct savings on natural gas bills 

from reductions in consumption; (2) direct savings in electricity bills from reductions in 

consumption; (3) savings in natural gas bills across all customers due to reductions in the 

wholesale market price of natural gas; and (4) savings to electricity customers due to the reduced 

cost of natural gas.14   

 
Total Dollar Savings to Missouri Customers  for 
Midwest Energy Efficiency Scenario (Millions $) 2006 2010 2015 2020 
Natural Gas Efficiency $29 $41 $60 $97 
Electricity Energy Efficiency $57 $126 $225 $339 
Reduction in Price $26 $66 $109 $102 
Reduction of Cost in Electric Generation $76 $129 $526 $309 
Total $187 $361 $921 $847 

Total annual savings for that year and from all prior years for energy efficiency 
improvements produced by the policy 

 
                                                 
13 Ibid., pp. 18-25. 
14 Ibid., pp. 28-30.  
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The costs required to achieve these energy efficiency savings are estimated for natural 

gas as follows:15   

 
Cost per Mcf  
to Achieve Natural Gas Savings 

Technology 
Cost 

Administrative 
Cost 

Cost of Saved 
Energy 

Residential $1.920 25% $2.57 
Commercial $0.667 20% $0.86 
Industrial $0.600 15% $0.74 
Weighted Overall Cost    $1.67 

 
ACEEE anticipates that the energy efficiency savings modeled in this study would be 

best achieved through a combination of policy measures, including such things as utility and/or 

public benefits fund supported energy efficiency programs, building energy codes, equipment 

standards, informational and market transformation strategies.  Some of these would require 

upfront funding and others would be accomplished through statutory, regulatory, or 

informational mechanisms.16   

A brief summary of example best practices programs for natural gas energy efficiency are 

included in Appendix B of this Staff Report.  These include programs in the states of 

Massachusetts, Oregon, Vermont, New York, California, and Minnesota. 

FUNDING FOR ENERGY EFFICIENCY PROGRAMS   

The “National Action Plan for Energy Efficiency” reviewed many energy efficiency 

programs that have been operating successfully for a number of years.  Best Practices are 

summarized in a prior section of this Staff report.  Funding for energy efficiency programs 

reviewed in the National Action Plan ranged from 0.5% to 1% of natural gas utility revenue.17   

If Laclede funded energy efficiency programs at this level, the required funding would be 

$3.4 to $6.9 million dollars for residential customers and $1.4 to $2.8 million for commercial and 

industrial customers, as shown in the following table. 

 

                                                 
15 Ibid., p. 32.  
16 Ibid., p. 34 
17 “National Action Plan for Energy Efficiency,” U.S. EPA, July 2006, p. 6-5. 
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Laclede Regulated Gas Distribution Operating Revenues (Thousands) 

  2006 

1% of 2006 
Operating 
Revenues 

0.5% of 2006 
Operating 
Revenues 

Residential $689,347 $6,893 $3,447 
Commercial & Industrial $284,174 $2,842 $1,421 

Source:  Laclede Form 10-K, 2006, Fiscal Year ended September 30, 2006.  
(2006 numbers match the Laclede filing in this case) 

 
To ensure funds are available for energy efficiency, the following mechanisms can be 

used to recover costs and provide funding for natural gas energy efficiency programs.18  

 
Funding for Natural Gas Energy Efficiency Programs 
Revenue Requirement 
(also called 
Procurement Funding) 

Utility considers energy efficiency as a resource in their resource planning process and it 
plans to spend money to procure that resource as it would for other reasons.  This spending 
would be part of the utility revenue requirement.  States using this mechanism:  Iowa, 
California (CA also uses a System Benefits Charge), Vermont 

Capitalizing Energy 
Efficiency Costs 

Amortization of program costs over a period of time.  Used by Washington, Vermont, and 
Iowa in the 1980s to moderate rate effects; but ended this practice in the 1990s.  Vermont 
is currently reconsidering this mechanism to moderate new rate effects through 
capitalizing costs.   

Spending Budgets, 
Tariff Riders, and 
System Benefit 
Charges 

The legislature or regulator can determine a budget level for energy efficiency spending, 
generally a percentage of net utility revenue or a charge per energy unit.   
States using these mechanisms:  Massachusetts (spending for natural gas energy efficiency 
is determined case by case), Minnesota (0.5% of net natural gas utility revenue), 
Wisconsin (system benefit charge – commission determines the appropriate level for each 
utility), New York (annual spending budget), Washington (tariff rider) 
Additional points regarding these three mechanisms are listed below. 

Spending Budgets A spending budget allows the administrator, trade allies and consumers to count on a 
baseline level of effort (reduces the likelihood of spending disruptions that erode customer 
expectations and destroy hard-to-replace market infrastructure needed to deliver energy 
efficiency).  Spending budgets are sometimes treated as a maximum spending level even if 
more cost-effective efficiency can be gained.  Spending budgets can be treated as 
minimum if additional cost-effective investments are recovered as part of the utility 
revenue requirement.  

Tariff Rider for 
Energy Efficiency 

This mechanism allows for a periodic rate adjustment to account for the difference 
between planned costs included in rates and actual costs. 

System Benefit 
Charges 

This is a charge added to customer bills to collect funds for energy efficiency programs.  It 
is designed to provide a stable stream of funds.  If the funds enter the purview of state 
government, they can be vulnerable to decisions to use the funds for general government 
purposes.   

 
The “National Action Plan for Energy Efficiency” also addresses utility incentives.  

Some suggest that if energy efficiency is a cost-effective resource, utilities should invest in it for 

                                                 
18 Ibid., pp. 2-7 to 2-9, 2-13, 2-14. 
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that reason, with no reason for added incentives.  Others say that for effective results, incentives 

should be considered.19  The following table provides a summary of incentives. 

 

Incentives for Energy Efficiency 
Minnesota Performance incentive for electric and natural gas investor-owned utilities 

beginning at 90% of performance targets up to 150% of target levels.  (1999) 
Rhode Island 5% of efficiency budget is for performance incentives. 
Massachusetts Utilities achieving performance targets earn 5% on money spent for efficiency 

(in addition to being able to expense efficiency costs). 
Vermont 3% of efficiency budget if performance objectives met. 

 

SUBSIDY CONCERNS 

A concern raised when funding energy efficiency programs is that all customers are 

required to contribute to energy efficiency programs, but not all customers will take advantage of 

the programs when available, raising the issue that non-participants subsidize the efficiency 

upgrades of participants.   

EPA’s 2006 Report, “National Action Plan for Energy Efficiency” states that although 

program participants receive the direct benefits that accrue from energy efficiency upgrades, all 

customer classes benefit from well-managed energy efficiency programs, regardless of whether 

or not they participate directly.20  Energy efficiency programs can help contribute to an overall 

lower cost system for all customers over the longer term by helping avoid the need to purchase 

natural gas, or through reduction of capacity and the associated demand charges. Additionally, 

for programs that aim to accelerate market adoption of energy efficiency products or services, 

there is often program spillover to non-program participants due to program influences on design 

professionals and vendors.21   

Despite evidence that both program participants and non-participants can benefit from 

energy efficiency programs, the “National Action Plan for Energy Efficiency” states that a best 

practice is to provide program opportunities for all customer classes and income levels.  

                                                 
19 Ibid., pp. 2-9, 2-14. 
20 Ibid., p. 6-18. 
21 Ibid., p. 6-19. 
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Additionally, program administrators usually strive to align program funding with spending 

based on customer class contributions to funds.22   

The “National Action Plan for Energy Efficiency” states it is not uncommon to have 

limited cross-subsidization for the following:  (1) low-income, agricultural, and other hared-to-

reach customers; (2) situations where budgets limit achievable potential and the most cost-

effective energy efficiency savings are not aligned with customer class contributions to energy 

efficiency funding; and (3) situations where energy efficiency savings are targeted 

geographically based on system needs.  For programs targeting low-income or other hard-to-

reach customers, it is not uncommon for the programs to be implemented with a lower benefit-

cost threshold, if the overall energy efficiency program portfolio for each customer class meets 

cost-effectiveness criteria.23   

Energy Efficiency Programs Targeted for Low-Income Customers 

Reasons for utility support of energy efficiency programs targeted to low-income 

customers are included in the following table.24 

 
Reasons for Utility Support of Energy Efficiency Programs for Low-Income 
Customers 
Low-income customers are less likely to take advantage of rebate and other programs 
because they are less likely to be purchasing appliances or making home 
improvements. 
The “energy burden” (percent of income spent on energy) is substantially higher for 
low-income customers, making it more difficult to pay bills.  Programs that help 
reduce energy costs reduce the burden, making it easier to maintain regular 
payments. 
Energy efficiency improvements often increase the comfort and safety of these 
homes. 
Utilities have the opportunity to leverage federal programs such as LIHEAP and low-
income weatherization to provide comprehensive services to customers. 
Low-income customers often live in less efficient housing and have older, less 
efficient appliances. 
Low-income customers often comprise a substantial percentage (up to 1/3) of utility 
residential customers and represent a large potential for efficiency and demand 
reduction. 
Using efficiency education and incentives in conjunction with credit counseling can 
be very effective in this sector.  

                                                 
22 Ibid. 
23 Ibid., pp. 6-19 to 6-20. 
24 Ibid., p. 6-36. 
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A low-income household is one with a combined income that falls at or below 

125 percent of the poverty level determined by the Office of Management and Budget's poverty 

income guidelines or the basis on which federal, state, or local cash assistance payments have 

been made.  A state may also elect to make all homes eligible under the U.S. Department of 

Health and Human Services (HHS) Low-Income Home Energy Assistance Program (LIHEAP) 

eligible for weatherization assistance and may use either 150 percent of poverty or 60 percent of 

State median income.   

Federal funds for Low-Income Weatherization (LIWAP or WAP) are provided from the 

U.S. Department of Energy.  In Missouri, DNR administers the LIWAP through sixteen regional 

Community Action Agencies, one city government and one not-for-profit organization.  

Information regarding LIWAP, including income eligibility guidelines, is included in Appendix 

C.  

CURRENT LACLEDE PROGRAMS AND PERFORMANCE 

Rebate Programs 

Laclede currently offers rebate programs for residential and commercial customers 

funded at $300,000 per year for high efficiency appliances and heating systems. (Tariff Sheets R-

47, R-48, included in Appendix D)  The rebates offered to residential customers are $450 per 

unit for combination space & water heater systems and $250 per unit for both high efficiency 

furnaces and high efficiency boilers.  Rebates offered to commercial customers and for rental 

property are $750 per unit.   

Of the $600,000 funding for the rebate programs, Laclede has expended $158,500 in 

rebates, as summarized in the following table.  There has been little success with the 

commercial rebates and the rental rebates.  Laclede provided no additional records of the 

success of the rebate program such as estimated savings from the high efficiency equipment, 

number of rebates for existing versus new homes, age of homes receiving rebates, age of 

equipment being replaced, or efficiency rating of new system.  (Laclede response to Data 

Request No. 106 included in Appendix E)   
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Year 2006 
Funding 

Year 2006/2007 
Funding 

 High Efficiency 
Appliance and 
Heating System 
Rebate Programs 

(Apr- Aug 
2006) 

(Sep 2006 – 
Aug 2007) 

Total 
Funding 

Funds 
Expended 

Funds 
Remaining 
(DR 106) 

Residential $150,000 $150,000 $300,000 $153,750  $146,250 
Commercial 100,000 100,000 200,000 1,500  198,500 
Rental 50,000 50,000 100,000 3,250  96,750 
Total $300,000 $300,000 $600,000 $158,500  $441,500 

 

Loan Programs 

Laclede has financing, up to $2,000 per residential customer, for insulation, with 

maximum outstanding loans of $2,000,000.  The EnergyWise Dealer Program provides 

financing, up to $10,000 per heating system, for residential and commercial customers for high 

efficiency heating systems.  (See Tariff Sheets R-27, R-28, R-37, R-38 included in Appendix D.)  

Eligibility Expansion for the EnergyWise Program provides no interest financing up to $10,000 

per heating system for rental property for low-income customers for high efficiency heating 

systems funded at $50,000 annually; there is a limit of four systems per customer.  (The current 

tariffs do not contain the Eligibility Expansion for the Energy Wise Program.  See the Stipulation 

& Agreement, GR-2005-0284.)   

Of the $2 million maximum for outstanding loans for insulation, Laclede reports a loan 

balance of $144,356 and 209 participants.  For the EnergyWise Program, Laclede reports a loan 

balance of $787,389 and 320 participants; it also reports a total of 2,938 loans and a total amount 

of $12,303,813, which appear to be since its inception in September, 1995.  Laclede reports no 

loans for the low-income Eligibility Expansion for the Energy Wise Program.  (See Laclede 

response to Data Request No. 106 and Attachment to February 1, 2007 email from Rick Zucker, 

Laclede, to Lera Shemwell and Anne Ross, included in Appendix E and F.) 

Laclede provided no additional records of the success of the loan program such as 

estimated savings from the high efficiency equipment, number of loans for new homes, age of 

homes receiving rebates, age of equipment being replaced, or efficiency rating of new system.   

Low-Income Weatherization 

Laclede provides $500,000 per year funding for low-income residential customers for 

weatherization including energy education.  (Tariff Sheets R-44 through R-46, included in 
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Appendix D).  Information regarding the performance of the Department of Energy, Low-

Income Weatherization Program is included in Appendix C.) 

COMPARISON OF NATURAL GAS UTILITY ENERGY EFFICIENCY FUNDING IN 
MISSOURI 

Dollars invested in energy efficiency is shown in the following table for many of the 

Missouri local distribution companies.  As shown in the following table, Laclede’s funding for 

the Low-Income Weatherization Program is below that of AmerenUE, Atmos Energy 

Corporation, Empire District Gas, and Missouri Gas Energy (MGE) when considered on a per 

customer basis.  Funding for energy efficiency programs, excluding Low-Income Weatherization 

and the loan programs, is below that of AmerenUE, Atmos Energy Corporation, and MGE when 

considered on a per customer basis. 
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Energy Efficiency Programs - MO Local Distribution Companies 
Funding Per Customer 

LDC Case Number 

Non-LIWAP 
EE Funding 

Total LIWAP 

Total Annual 
Funding 
(excludes 
financing) Comments 

 No. of 
Customers 

Non- LIWAP 
EE LIWAP  Total  

Atmos GR-2006-
0387 

$87,000 $78,000 $165,000 Annual Funding is 1% of annual gross revenues, includes 
LIWAP.  The dollar amount for annual funding shown here is 
for the first year. $78,000 noted for LIWAP have not been 
decided- it was proposed in testimony. 

        60,800  $ 1.43  $ 1.28  $ 2.71 

AmerenUE GR-2007-
0003 

$100,000 $263,000 $363,000 Annual contribution of $100,000 to fund programs to promote 
customer use of energy-efficient gas equipment.  May also have 
DSM programs with funding in a regulatory asset account. 
$263,000/year LIWAP 

      120,700  $   0.83  $  2.18  $ 3.01 

    $0 $90,319 $90,319 Funds remaining from the experimental programs developed 
for Stoddard and Scott Counties in GR-2003-0517, $270,958.  
If spread this over a three year period, annual amount is 
$90,319.  Discussions regarding use for LIWAP, but not 
decided. 

  $             -   $   0.75  

Empire 
District Gas 

GR-2004-
0072 

$7,500 $102,500 $110,000  $78,500 annually LIWAP plus $24,000 annually in the Sedalia 
area; $7,500 annually for experimental commercial energy 
audits 

        48,700  $ 0.15  $   2.10  $ 2.26 

MGE GR-2006-
0422 

$750,000 $750,000 $1,500,000 Water heater rebate program $705,000/year; $45,000/year for 
education. $750,000/year LIWAP. 

      490,900  $  1.53  $   1.53  $  3.06 

Laclede - 
current 
tariffs 

  $300,000 
 
 

Not including 
financing 

$500,000 $800,000 Appliance and HVAC Rebate Program:  Funding $300,000 
annually; Residential Rebate Program $150,000; Commercial 
Rebate Program $100,000, Rental Rebate Program $50,000 
(Rebate 50% of cost up to:  Residential: $450/unit for 
combination space & water heater systems and $250/unit for 
both high efficiency furnaces and high efficiency boilers; 
Commercial:  $750/unit; Rental Property:  $750/unit).   
Financing Programs:  Insulation Financing - max outstanding 
loans of $2,000,000 (max loan of $2,000 per customer, interest 
rate 3%/annum, up to 5-yr term for loans < $875 and 7 1/2 yrs 
for loans > $875); Energy Wise Dealer Program for HVAC 
financing (max loan $10,000/heating system; limit of 4 systems 
per customer; up to 5-yr term); Eligibility Expansion for 
EnergyWise Program to include rental property, 8 units or less, 
with household income ranging from 0 to 200% of federal 
poverty guidelines (no interest loans, $50,000 annually; source 
- Stipulation & Agreement, GR-2005-0284) ;  LIWAP:  
$500,000 annually; includes energy education.   

      648,000   $          0.46   $     0.77   $   1.23 
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STAFF RECOMMENDATION 

Staff recommends that Laclede’s currently approved energy efficiency programs be 

revised.  A comparison of Staff’s recommended funding for this Laclede Rate Case to other 

Missouri natural gas utility energy efficiency funding is shown in Appendix G. 

Low-Income Weatherization 

Staff recommends that Laclede’s funding for the Low-Income Weatherization 

Program be increased from the current level of $500,000 per year to $991,000 per year to be 

more consistent with other Missouri LDCs and in recognition of the unique challenges of low-

income customers, as documented in Staff’s report in this case.    

Staff recommends that the Laclede funds for the Low-Income Weatherization Program 

be administered through DNR, consistent with the requirements of Department of Natural 

Resources (DNR) existing Low-Income Weatherization Program.  Additionally, Staff 

recommends that any funds not expended in a given year, roll-over to the subsequent year.   

Collaborative Process 

Staff recommends that Laclede in a collaborative process with Staff, Office of Public 

Counsel, DNR, and community based organizations (Collaborative), evaluate options to 

enhance energy efficiency for residential and small commercial customers in its service area.  

Staff recommends that the Collaborative also consider low-income residential customers in 

the discussion and development of its recommendations to the Commission.  Staff 

recommends that Laclede hire a consultant to advise the collaborative in its discussions of 

successful energy efficiency programs, including a recommendation as to whether a third 

party should administer the energy efficiency program for Laclede, excluding the Low-

Income Weatherization Program.   

In its discussion of successful energy efficiency programs, the Collaborative should 

consider key findings and best practices information in recent reports such as the following:  

• “National Action Plan for Energy Efficiency,” U.S. Environmental Protection Agency, 

July 2006.  

• Martin Kushler, Ph.D., Dan York, Ph.D. and Patti Witte, M.A., “Examining the 

Potential for Energy Efficiency to Help Address the Natural Gas Crisis in the 
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Midwest,” American Council for an Energy-Efficient Economy (ACEEE), January 

2005. 

• “Midwest Residential Market Assessment and DSM Potential Study”, Midwest 

Energy Efficiency Alliance (MEEA), Sponsored by Excel Energy, March 2006.  

 

In its discussion of successful energy efficiency programs, the Collaborative should 

also consider partnering with electric utilities and with area vendors, contractors, and local 

community based agencies to improve deployment of cost effective energy efficiency 

measures.   

Staff recommends that Laclede file a monthly report with the Commission, beginning 

sixty (60) days after the issuance of the Commission Report and Order in this case regarding 

the status of the Collaborative efforts.  Such monthly reports should be submitted to the 

Commission until Laclede files the energy efficiency recommendation of the Collaborative 

with the Commission.   

Staff recommends that Laclede present the recommendations of the Collaborative for 

approval by the Commission, including revised tariff sheets detailing the specifics of each 

energy efficiency program, no later than six months after the issuance of the Commission 

Report and Order in this case.  Thereafter, Staff recommends that Laclede provide quarterly 

presentations and written reports to the Collaborative and file biannual reports with the 

Commission.  The quarterly presentations and reports to the Collaborative should evaluate the 

success or lack thereof of the energy efficiency programs.  Based on these quarterly 

presentations and written reports and in consideration of any new technology, Laclede should 

obtain feedback from the Collaborative, including any recommended changes to the Laclede 

energy efficiency programs.  The biannual reports filed with the Commission should report on 

the success or lack thereof of the energy efficiency programs, summarize Collaborative 

recommendations, and include any proposed changes to the energy efficiency programs, 

including any proposed tariff changes. 

Funding For Other Energy Efficiency Programs Recommended by Collaborative 

Staff recommends that program costs for energy efficiency measures, other than the 

recommended annual funding for Low-Income Weatherization, be placed in a regulatory asset 
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account and amortized over a ten-year period.  Staff recommends that the amounts 

accumulated in this regulatory asset account be allowed by the Commission to earn a return 

not greater than the Laclede AFUDC rate.  The costs recovered in later rate cases through this 

account should only be for those energy efficiency programs that are shown to be cost-

effective.  The criteria for determining whether an energy efficiency program is cost-effective 

should be included for Commission approval in Laclede’s revised tariff sheets that detail the 

specifics of each energy efficiency program.  Energy efficiency program costs would include 

costs of developing, implementing, and evaluating customer energy efficiency programs.   

The regulatory asset account methodology is the same cost recovery methodology 

recommended by Staff for energy efficiency programs in the AmerenUE gas rate case, 

Case No. GR-2007-0003, and the AmerenUE electric rate case, Case No. ER-2007-0002. 

Staff is recommending a regulatory asset account at this time, rather than a specific 

funding level, because the programs would be recommended by a Collaborative and those 

programs are not yet defined, the programs could be modified over time to improve 

deployment, and finally, because experience with Laclede’s existing rebate and loan programs 

shows that the funds agreed to in the existing Laclede rates are not being fully expended.   

If a regulatory asset account for energy efficiency program costs is not approved by 

the Commission, Staff recommends annual funding by Laclede of $972,000.  Additionally, 

Staff recommends that any funds not expended in a given year, roll-over to the subsequent 

year.  If Laclede elects to fund additional energy efficiency programs beyond the $972,000 

per year, through recommendation of the Collaborative, such as at the funding levels of 0.5% 

to 1% of natural gas utility revenue reported in the “National Action Plan for Energy 

Efficiency”, Staff recommends that these additional costs be placed in a regulatory asset 

account, amortized over a ten-year period, and allowed by the Commission to earn a return 

not greater than the Laclede AFUDC rate. 

Continuance of Existing Loan and Rebate Programs 

Since Laclede has funds from prior rate cases for the energy efficiency rebate and loan 

programs (approximately $441,500 for the rebate program), Staff recommends that the 

existing tariffs for Laclede’s energy efficiency loan and rebate programs remain in place until 

alternate programs from the Collaborative are presented by Laclede to the Commission for 
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approval.  Any funds not expended from the rebate programs should carryover to programs 

recommended by the Collaborative. 

Tracking, Reporting, and Evaluation of Energy Efficiency Programs 

Staff recommends that Laclede collect, report, and evaluate at a minimum the 

following information for the energy efficiency programs:  

1. For each energy efficiency program (e.g. for each loan program, rebate program, 

education program, low-income weatherization), the number of loans, rebates, or 

other energy efficiency measure implemented, reported by county and customer 

type (e.g. residential or small commercial).  Report the number of measures 

implemented in each calendar quarter, cumulatively for the fiscal year or program 

year, and cumulatively over the life of the program.  

2. For any loan or rebate programs, collect and report the following each calendar 

quarter, cumulatively for the fiscal year or program year, and cumulatively over 

the life of the program:   

a. Approximate age of home/commercial building.  (This data could be reported 

in groups/bins such as:  new home, 1-15 years, 16-30 years, 31-45 years, 

46 plus years.)  

b. Approximate age of equipment being replaced.  (This data could be reported in 

groups/bins.)   

c. Owner-occupied or rental unit. 

d. The number of homes/businesses that received more than one incentive (e.g. If 

a rebate is offered for insulation and a high efficiency heating system and a 

loan program is offered for one or both, report the number of rebates and loans 

received by each recipient).  Additionally report the percentage of 

homes/businesses that participated in more than one program.   

e. Vendor/Contractor name (so that it can be determined if a particular 

vendor/contractor is more successful at marketing a program). 

f. Rating or other information about any installed measures (e.g. AFUE rating of 

new furnace).   
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g. Calculate normalized usage before and after the upgrade on a sampling of the 

homes/businesses receiving a rebate or loan.  The frequency of such reporting 

should be provided on a fiscal year basis, or other frequency recommended by 

the Collaborative.  

h. Age and income level of person requesting rebate or loan.  (This would be 

optional information by the person requesting the rebate or loan.  It would 

provide some information on whether the rebates or loans are of interest to 

varying age groups and income levels.  This data could be reported in 

groups/bins.)   

i. For each loan program, the average dollars financed per loan. 
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STAFF SUMMARY OF BEST PRACTICES FOR NATURAL GAS ENERGY 
EFFICIENCY PROGRAMS, ACEEE MIDWEAT STUDY 25 

1. Massachusetts:  Targeted Customers:  residential and small commercial.  

GasNetworks, a consortium of gas utilities, partnered with the state’s investor-

owned electric utilities and Cape Light Compact to offer a $400 mail-in rebate for 

installation of high efficiency gas furnaces equipped with high efficiency air 

handlers.  These include both electronic commutated motors (ECM) and other 

furnace fan systems (based on measured performance).  These furnaces save 

natural gas and the electricity required to power the motor.  The furnace must meet 

or exceed 92% annual fuel utilization efficiency (AFUE) and be equipped with an 

ECM, or equivalent fan system.  The natural gas member companies fund $200 

and the electric utility funds $200, but it is a joint rebate.    The program began in 

May 2003.  GasNetworks also has a separate $200 rebate for natural gas furnaces 

that meet or exceed 90% AFUE.   

2. Oregon:  Targeted Customers:  residential homeowners/ builders, natural gas.  

Northwest Natural (NWN) began a $200 rebate for its high efficiency furnace 

program (90% AFUE or better, full-condensing gas furnace, with a programmable 

thermostat) in October 1995.  Participation was “flat” for 1996-2000.  In the fall of 

2001, the program was repackaged with a newly available Oregon Residential 

Energy Tax Credit, along with coordinated complementary offers from HVAC 

distributors.  In one year, NWN sponsors three promotional campaigns, two that 

focus on high efficiency furnaces and one featuring air conditioning.  In each 

campaign, partners contribute value-added components such as cash rebates, 

discounted or deferred financing, and extended warrantees.  In 2002, the first full 

year of the enhanced program, there were 8,089 adoptions – nearly triple those 

captured in the early years of the program.  Participation Rate:  Oregon:  1.7% 

annually; 5.7% over seven-year life (for eligible population).  Washington: 0.8% 

annually.   

                                                 
25 Martin Kushler, Ph.D., Dan York, Ph.D. and Patti Witte, M.A., “Examining the Potential for Energy 
Efficiency to Help Address the Natural Gas Crisis in the Midwest,” American Council for an Energy-
Efficient Economy (ACEEE), January 2005, Appendix C. 
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3. Vermont:  Targeted Customers:  residential homeowners, natural gas.  Beginning 

in 1993, Vermont Gas Systems (VGS) has offered a HomeBase Equipment 

Replacement Program.  The rebate schedule is as follows:  

 
Eligible Equipment (must 

be purchased new) 
Required Efficiency 
(as listed in GAMA) 

Minimum Usage Criterion 
(normalized heating usage) Rebate 

Hot Air Furnace 90%+ AFUE None $300 
Hot Water Boiler 87%+ AFUE 1,000 Ccf/yr $450 
Steam Boiler 82%+ AFUE 700 Ccf/yr $150 
Setback Thermostat (1 
rebate per household) 

n/a None $25 

Water Heater 40/50 gallon .61+ Energy Factor or 
greater 

None $100 

Indirect-Fired Storage Tank Heated by an 80%+ AFUE boiler $100 
 

Another customer option is rental of water heaters for residential and commercial 

customers.  No rebates are provided for high-efficiency rental water heaters, as 

standard-efficiency water heaters are only offered where installation restrictions 

prevent the use of high-efficiency units.   

 

Program results through December 2002 include 4,591 installations, total cost of 

$1.05 million, annualized savings of 39,441 Mcf, peak day savings of 321 Mcf, 

and average annual incremental savings of 8.6 Mcf/customer.  (Eligible 

population:  30,000; participation rate is about 15% total.)  VGS includes a survey 

along with each rebate check to obtain customer satisfaction data.   

4. New York:  Targeted Customers:  owner-occupied, one-to-four-family residential 

buildings in the New York Energy Smart Program service area (natural gas and 

electric).  Program Name:  Home Performance with ENERGY STAR, a New York 

Energy $mart Program.  The goal is to expand contractors’ knowledge base and 

practical application of a systems approach for performance-based testing 

techniques and treatments for comprehensive energy efficiency including 

insulation, air sealing, duct sealing, high-efficiency heating and cooling 

equipment, thermostat controls, high-performance windows, and high-efficiency 

appliances.  Building Performance Institute (BPI) accreditation and certification 

are required for contractors who wish to participate in the program.  The cost of 
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contractor training, certification, and accreditation is incentivized by New York 

State Energy Research and Development Authority (NYSERDA).   

 

NYSERDA launched a marketing campaign in February 2001 to recruit and 

educate contractors to affect change in home improvement services by using a 

whole house approach to diagnose energy efficiency needs of homes and to 

increase customer awareness of and demand for the service offered by 

participating Home Performance with Energy Star contractors.  The spokesperson 

for the campaign is a television renovation and design expert, Steve Thomas.  

Subsidies are provided to income-eligible households who may not qualify for 

weatherization assistance.  One of the services offered through the NYSERDA’s 

Home Performance with Energy Star Program is Wisconsin Energy Conservation 

Corporation (WECC) reduced rate financing of home efficiency improvements 

(offered since 1995).   

 

The total estimated number of eligible residential buildings is 3.5 million.  The 

number of households jobs completed as of October 2003 is 3,398, with 1,528 in 

progress.  There are 300 certified technicians as of October 2003.  As of August 

2003, electricity savings are estimated as 1,366,330 kwh; Kwh saved per 

household are 473; natural gas savings are 100.48 BBtu; natural gas savings per 

household are 34.79 MMBtu.    

5. Massachusetts:  Targeted Customers:  residential homeowners, especially natural 

gas.  Keyspan’s qualifying measures for its Residential Weatherization Program 

include: attic and wall insulation, basement or crawl space insulation, rim joist 

insulation, heating system duct insulation, attic ventilation insulation, ductwork 

leakage testing and sealing, air infiltration testing and sealing.  A 20% rebate, up to 

$750 is offered.  To be eligible for a rebate, a contractor, pre-qualified by KeySpan 

Energy Delivery, must complete all installed measures.  The contractor completes 

the rebate applications.  KeySpan market research shows the following drivers for 

participation:  contractors 33%, direct mail 23%, bill inserts 22%, KeySpan sales 

rep/employee 11%, other 11%.  The program started in Oct 2001.  Participants 
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through August 2003 1,325 (eligible population 600,000 – only homes built prior 

to 1995; participation rate 1.5%).  The average normalized savings per customer is 

9 Dth/year and the average rebate is $329.    

6. Vermont:  Targeted Customers:  residential homeowners, natural gas.  Beginning 

in 1993, Vermont Gas Systems (VGS) has offered a HomeBase Retrofit Program 

for homeowners using 1,400 ccf/year or more for normalized usage, but on a case-

by-case basis may approve other homes if usage is high for size of home, or if 

renovation projects are planned with the opportunity for energy efficiency, or for 

homes whose occupants qualify for low-income assistance.   

 

An energy audit is performed at no cost to the building owner.  The incentives are 

33% of the installed measure cost if the building owner pays the heating bill and 

50% if tenants pay the gas bill.  Where the building owner’s income is at or below 

150% of federally established poverty levels, the incentive is 100% of the project 

cost.  The 100% incentive also applies to buildings that are owned by non-for-

profit organizations and are at least two-thirds occupied by low-income tenants.  

VGS offers reduced interest financing for the balance of the installed measure cost 

through the Vermont Development Credit Union (VDCU); VGS pre-pays VDCU 

to buy-down the loan interest rate.   

 

At the end of 2002, up to $5000 was added to the reduced rate loan program for 

installation of a high-efficiency heating system to replace an existing low-

efficiency furnace or boiler.  Customers have the choice of obtaining competitive 

ids or having VGS assign a pre-screened contractor.   

 

The program is not limited to any specific type of measure, and the incentives and 

financing are not capped for any individual customer.  All potentially cost-efficient 

and technically feasible natural gas savings measures are evaluated.  Typical 

measures include dense-pack cellulose, blower door-directed air sealing, duct 

sealing and insulation, and heating system replacement.  VGS assesses potential 
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negative impacts of retrofit work and works with customers to address these issues 

prior to retrofit work being carried out.   

 

Program results through December 2002 include 1,923 completed audits; 1011 

customers with installations; total utility cost of $2.66 million; annualized savings 

of 52,233 Mcf, peak day savings of 686 Mcf, and average annual savings of 51 

Mcf/customer.  VGS includes a survey along with each rebate check to obtain 

customer satisfaction data.  (Eligible population:  4600 customers with annual gas 

use greater than 1,400 ccf; participation rate 42% for the energy audits and 22% 

with installed measures).  The average total project cost in 2002 was 

approximately $2,900 with the customer’s average cost being 2/3 of the project 

cost.  All VGS programs are funded through rates.  Program expenses are deferred 

until reviewed; upon approval, expenses are amortized in rates over a three-year 

period.    

7. California:  Targeted Customers:  small and medium sized business, both natural 

gas and electric. Beginning in 1983, Pacific Gas and Electric Company (PG&E) 

has offered the Express Efficiency Program.  Details of the program change from 

year to year, such as measures qualifying for incentives and the incentive levels.  

The 2002 Express Efficiency program focused on small and medium-sized 

business customers for the installation of selected lighting, refrigeration, air 

conditioning, agricultural, food service, and gas technologies proven to increase a 

business’ energy efficiency.  Express Efficiency works with PG&E’s Energy Audit 

Program.  The 2002 program offered enhanced rebate levels during special 

promotions; these promotions were directed at customers who were considered 

hard-to-reach based upon various criteria including their need of greater financial 

assistance in order to participate.   

 

The 2002 program paid incentives to about 4,000 applicants.  Funding- CA Public 

Purpose Program for electric; gas surcharge for natural gas. 

8. Minnesota:  Targeted Customers:  commercial and small business, natural gas. 

Minnesota passed legislation in 1991 requiring investor-owned natural gas utilizes 
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to spend 0.5% of their revenue to promote energy efficiency; the costs of the 

programs are recoverable from the ratepayers.  In 2000, Xcel Energy (formerly 

Northern States Power Co.) combined its gas and electric conservation programs 

to provide a solid and consistent conservation message to its customers, find 

efficiencies and best practices among the programs, and leverage a larger electric 

conservation and efficiency sales forces.  The Boiler Efficiency Program offers 

rebates for commercial and industrial and small business customers for natural gas 

or dual-fuel boilers for heating or process loads to promote installation of high-

efficiency boilers and boiler system auxiliaries that improve combustion and 

seasonal efficiency.  Eligible technologies include:  new boiler systems and 

replacement, hot water, and steam; high efficiency burner controls; turbulators; 

steam trap replacement and repair; boiler tune up; O2 trim controls; outdoor air 

reset controls; stack dampers; blowdown heat recovery; stack economizers; energy 

recovery ventilators; piping insulation.  The Boiler Efficiency Program budget for 

2003 was $595,000.  Incentives are designed to provide $2 per mcf saved in the 

first year, with incentive caps for very large projects.  Xcel uses a sliding scale 

incentive program to influence and reward customers who choose higher 

efficiency boilers – the higher the efficiency, the higher the rebates.  It also 

promotes the use of EPA’s Energy Star program where Energy Star ratings exist 

for type and size of boiler. Rebate guidelines are as follows:   

 
Thermal Efficiency Requirements 
Size (Btu/hr input) Hot Water* Low Pressure High Pressure 
<= 300,000 85% AFUE 83% AFUE 81.5 % AFUE 
> 300,000 83% AFUE 83% AFUE 81.5% AFUE 
* Less than/equal 300,000 Btu/hr hot water boilers must be Energy Star compliant 

 
Size (Btu/hr input) Maximum Rebate Amount 
<= 300,000 Up to $750 per boiler 
> 300,000 and 1 million Up to $2,500 per boiler 
>= 1 million and < 10 million Up to $5,000 per boiler 
>= 10 million Up to $7,500 per boiler 
The program has formulae to determine the exact amount of rebates 

 
For 2002 there were 90 participants, with program costs of $358,377 and annual 
energy savings of 164,480 mcf.   
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9. Minnesota:  Targeted Customers:  industrial customers, natural gas. CenterPoint 

Energy Minnegasco offers a customized Process Rebate for industrial customers 

that use energy for process loads as an incentive to upgrade existing equipment to 

higher-efficiency equipment.  Sine the rebate program is customized, it provides 

CenterPoint Energy Minnegasco the flexibility to offer rebates for unique energy-

efficient industrial applications.  Each rebate is handled on a case-by-case basis 

and the rebate is given for the increased efficiency of the equipment compared to 

standard equipment available.  The custom process rebate was developed in 1994 

to address the potential energy savings in the niche market segment of large 

commercial and industrial customers, which represents approximately 15% of 

CenterPoint Energy Minnegasco’s throughput.   

 

The maximum rebate is the lesser of the following or the amount necessary to 

persuade the customer to install higher-efficiency equipment:  $0.70 per therm 

saved; buy-down to a 2-year payback; 50% of incremental equipment cost; 25% of 

total equipment cost.  Up to $2,500 of engineering consulting fees for the design 

and installation of qualifying energy-efficient process technologies may also be 

reimbursed, not to exceed 50% of anticipated fees.   

 

Program participants:  57 customers for 2001 program; 52 customers for 2002 

program; 290 customers for 1994 – 2002 (Eligible Population:  approximately 

3000 large commercial and industrial customers.  Participation Rate:  approx. 10% 

of eligible customers have received rebates.)  Energy savings achieved:  456,900 

Dth for 2002 program; 2,353,696 Dth for 1994- 2002 programs.  CenterPoint 

Energy Minnegasco’s conservation programs are funded through ratepayers. 
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Energy Efficiency Programs - MO Local Distribution Companies 

Funding Per Customer 

LDC 
Case 

Number 

Non-LIWAP 
EE Funding 

Total LIWAP 

Total Annual 
Funding 
(excludes 
financing) Comments 

 No. of 
Customers 

Non- 
LIWAP EE LIWAP  Total  

Atmos GR-2006-
0387 

$87,000 $78,000 $165,000 Annual Funding is 1% of annual gross revenues, includes 
LIWAP.  The dollar amount for annual funding shown here is 
for the first year. $78,000 noted for LIWAP have not been 
decided- it was proposed in testimony. 

        60,800  $1.43 $1.28 $2.71

AmerenUE GR-2007-
0003 

$100,000 $263,000 $363,000 Annual contribution of $100,000 to fund programs to promote 
customer use of energy-efficient gas equipment.  May also 
have DSM programs with funding in a regulatory asset 
account. $263,000/Yr LIWAP 

      120,700  $0.83 $2.18 $3.01

    $0 $90,319 $90,319 Funds remaining from the experimental programs developed 
for Stoddard and Scott Counties in GR-2003-0517. ($270,958  
If spread over a 3-yr period, annual amount is $90,319.  How it 
will be used not yet decided.  

  $0.75   

Empire 
District Gas 

GR-2004-
0072 

$7,500 $102,500 $110,000  $78,500 annually LIWAP plus $24,000 annually in the Sedalia 
area; $7,500 annually for experimental commercial energy 
audits 

        48,700  $0.15 $2.10 $2.26

MGE GR-2006-
0422 

$750,000 $750,000 $1,500,000 Water heater rebate program $705,000/year; $45,000/year for 
education.  $750,000/yr LIWAP. 

      490,900  $1.53 $1.53 $3.06

Laclede - 
current 
tariffs 

  $300,000 $500,000 $800,000 Appliance and HVAC Rebate Program, funding $300,000 
annually. Financing Programs:  Insulation Financing; Energy 
Wise Dealer Program for HVAC financing; Eligibility 
Expansion for EnergyWise Program to include rental property 
for low-income households.  LIWAP:  $500,000 annually; 
includes energy education. 

      648,000  $0.46 $0.77 $1.23

GR-2007-
0208 

$972,000 
 

If no 
regulatory 

asset 
account 

$991,000 $1,963,000 Recommend that funds for other energy efficiency measures be 
placed in a regulatory asset account and amortized over a ten-
year period, or alternatively a dollar amount of $972,000 
annually with any additional funds for DSM programs to be 
placed in a regulatory asset account;  measures to be 
recommended by a Collaborative.  LIWAP $991,000. 

648,000 $1.50 $1.53 $3.03Laclede - 
Staff 
Proposal 

  $147,167 $0 $147,167 Carry over rebate and loan funds remaining from the existing 
tariffed energy efficiency rebate and loan programs until 
Collaborative recommends other energy efficiency measures. 
(approximately $441,500;  $147,167 if spread over 3-yrs)  

   $ 0.23 
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