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staff’s Positions on the ISSUES 


COMES NOW the Staff of the Missouri Public Service Commission and submits the following positions on the issues:

1.
Is there a need for a Program similar in form to the one proposed by Laclede (the “Program”) and, if so, what is the nature, immediacy, and scope of that need?  

STAFF RESPONSE:
There is a need to improve the current low-income assistance programs.  The Company already has in place two low-income assistance programs -- Dollar Help and weatherization.  The need to improve the current low-income assistance programs is in the area of affordability of essential utility services.  The affordability issue focuses on two components, rates and usage.  There is not a model that provides the answer regarding the characteristics of an adequate low-income program. Staff is certain that low-income programs need to balance the interests of multiple stakeholder groups.  Staff has regularly supported experimental programs that are limited in scope and designed to balance the interests of affected groups, contain carefully designed goals and funded in a lawful manner.  

Usually these programs are initially limited in scope, with carefully designed goals, provisions for evaluation, and lawful funding mechanisms.  The general goals of these programs are:  1) to improve the energy efficiency of low-income customers, 2) decrease negative outcomes for these customers (i.e. past due bill penalties and shutoffs), 3) improve their performance as customers (i.e. keeping up with bills), 4) reduce Company expenses associated with disconnects and increase revenue associated with improved performance as customers (i.e. reduction of arrearage collection and bad debt expense).  The cost of the program should be offset by the benefits so the ratepayers and shareholders eventually benefit from the program.  Implementing an untested program that increases rates for customers, and revenue for the Company can be expected to do more harm than good.  It may not only hurt all low-income customers but also cast a shadow over carefully designed, proven programs, such as the ones Laclede already has in place -- Dollar Help and weatherization.    

The Program is primarily designed in a manner to ensure improvement in the Company’s financial conditions. There is no need to implement programs to improve the Company’s financial condition at this time following the recent settlement of the Company’s rate case, with the weather mitigation rate design and the related rate moratorium. 

2.
If there is a need, is the Program properly designed to address that need?

STAFF RESPONSE:  The Program is not properly designed to address the low-income consumer needs for rate affordability and usage assistance.  This success of the Program is dependent on the modification of the behavior of the low income customer.  The expectation that low-income customers in the program will become better customers may be unrealistic.  In contrast, weatherization measures performed on homes of customers in the weatherization program work passively and do not depend on the customer’s behavior for improving conservation. With no track record for this program, experience has shown that its chances for success are limited.    

A.
Does the Program have the potential to benefit or harm customers?   
1.
All customers 

STAFF RESPONSE :
The Program is harmful to all customers. The program requires all customers to pay higher rates to the Company than those approved by the Commission in the settlement of the Company’s last case. The monies being charged to customers exceed any expectation of the cost of the Program. These excess funds cannot be returned to consumers before concluding a future proceeding to terminate the Program. The excess charges will accumulate as long as the Program remains in existence.

All customers will be harmed by the fact that they will be required to fund in advance bad debts that would normally be considered in future rate cases to the extent these bad debts actually materialize.  All firm sales customers will be harmed to the extent that a potion of their prepaid bad debt expense benefit will be allocated to firm transportation customers even though the firm transportation customers will not pay for the program.

All customers will be harmed to the extent that monies raised from Dollar Help are reduced as a result of the Program.  All customers will pay the increase to their cost of service as result of the reduced collections from specific customers or outside agencies.  It is not likely that all customers will benefit from the Program.  The Program does not address the issue of whether the Program’s low-income participants can actually afford Laclede’s rates with the additional charges caused by the Program itself.  To the extent, that the Program’s low-income participant cannot afford Laclede’s new rate structure, all customers will be harmed by the higher cost of service created by this result.    

2. 
Low-income customers

STAFF RESPONSE:  Low-income consumers that can afford their gas bills, without the burden of payment of their arrearages, will benefit from the Program.  Low-income consumers that cannot afford their gas bills without paying their arrearages will benefit from the Program while they receive service before they are disconnected for nonpayment.  These consumers then will have greater arrearage charges that they will either need to satisfy to receive future service or that will be paid by other customers through the recovery of bad debt expense.

All low-income customers will experience the higher rates the Program will cause to all customers.

B.
Does the Program have the potential to benefit or harm Laclede? 

STAFF RESPONSE:  Laclede will benefit from the Program. Laclede will experience higher reported earnings as result of the double recovery, prepayment, or deferred recognition of its bad debt expense. Laclede will also benefit to the extent that it has access to the excess funds accumulated by the Program permit it to meet its other cash flow requirements, regulated or non-regulated with funds otherwise used for bad debts.

The Program can harm to Laclede’s image to the extent the Program’s detriments create dissatisfaction with the Company’s customers and other entities impacted by the Program’s operation. 

C.
What revisions can or should be made to the operational terms of the Program?

STAFF RESPONSE:  The funding should be changed to an AAO and the scope should be limited.   The Company’s current weatherization program should be evaluated to consider the issues by raised by the Department of Natural Resources/ Office of the Public Counsel and modified to the extent necessary.

The Program should generate and maintain all information needed to measure success or failure.  
3.
What level of funding is appropriate?

STAFF RESPONSE:  The Staff does not have the information to specify an exact dollar amount. The funding of the program should be comparable to the costs of the programs described in the direct testimony of Henry Warren unless facts and circumstances support significant deviations.  Based on other programs an experimental program funded at $600,000 would be more in line with previous experimental programs.

4.
How can the Program be funded?

STAFF RESPONSE:  An Accounting Authority Order can be authorized to the extent that a program must be implemented before the Company’s next rate case.  Recovery of costs can await the Company’s next rate case when all relevant factors can be considered.  

5.
How should the Program be funded?

STAFF RESPONSE:  see above.  
6.
Can weatherization, conservation, customer outreach and education, and administrative costs be included in the program?  


STAFF RESPONSE:  Weatherization, conservation, customer outreach and education with related administrative costs should be included in a program to the extent that these items are likely to improve the affordability of natural gas service to low-income consumers commensurate with the amount of these costs.

 7.  How should weatherization be included in the program?

STAFF RESPONSE:  Weatherization should be included in the Program to the extent that it improves energy efficiency in a manner that makes natural gas service affordable to low-income consumers commensurate with the costs of such weatherization. 

7.  Are there alternative approaches for the Commission to consider?

STAFF RESPONSE:  As an alternative, the Staff recommends that the Commission eject the Company’s proposal with an order establishing a technical conference directing all interested parties to develop a proposal to improve the affordability of natural gas service to the Company’s low-income consumers consistent with implementation for the 2003-2004 heating season.   
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