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DIRECT TESTIMONY

OF

ANNE E. ROSS

UNION ELECTRIC COMPANY

d/b/a AMERENUE

CASE NO. GR-2003-0517

Q.
Please state your name and business address.

A.
Anne E. Ross, P.O. Box 360, Jefferson City, Missouri 65102.

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

A.
I am a Regulatory Economist with the Missouri Public Service Commission (Commission).

Q.
Please describe your educational background.

A.
I graduated from the University of Missouri-Columbia in 1986 with an undergraduate degree in Business Administration.  I graduated with a Masters of Business Administration in 1989.

Q.
Please describe your work experience.

A.
I have been employed with the Commission as a Regulatory Economist since 1989.  I have also been an adjunct professor at Columbia College since 1989.

Q.
What has been the nature of your duties while in the employ of the Commission?

A.
The general nature of my duties at the Commission include Class Cost of Service, Rate Design and Large Customer Analysis for natural gas companies.

Q.
What is the purpose of your direct testimony?

A.
The purpose of my direct testimony is twofold.  First I will describe the revenue adjustments that the Staff is proposing to the Company's Transportation, Interruptible and Special Contract customers.  In addition, I will provide testimony to propose a pilot program designed to help low-income customers struggling with payment of natural gas bills in two of the poorer counties of AmerenUE’s gas service territories – Scott and Stoddard Counties Missouri.  This pilot program will address three areas in which customers struggle in paying their energy bills:  Energy Efficiency, Arrearage Forgiveness and Affordable Prices.

REVENUES

Q.
Please describe the phenomenon of customers switching customer classes, or rate switching.

A.
Customers switching customer classes, or rate switching, can occur for several reasons.  The nature of a customer’s operations may have changed, and taking service under another tariff is now more appropriate.  The customer may find it to be economical to switch to another customer class.  Finally, the customer may decide to procure its own gas, which would also make a rate switch necessary.

Q.
Are you sponsoring Staff adjustments S-2.5, S-2.6, S-2.7, S-2.8, S-3.2 and 
S-3.3?

A.
Yes.  Adjustment S-2.5 reflects the revenue effect resulting from customers switching to and from the Company’s General Service Sales class.  Adjustment S-2.6 adjusts the booked revenues to remove the effect of bill corrections.  Adjustment S-2.8 reflects the annualization of revenues for Interruptible Customers that came on the system during the test year.  Adjustment 3.2 adjusts the General Service Transportation revenue for the effects of rate-switching.  Adjustments S-2.7 and S‑3.3 reflect the revenue adjustment for the Company’s Interruptible and Transportation customer classes resulting from customer growth or loss, as well as rate switching.  Staff’s analysis is performed on a customer by customer basis.

Q.
Are you sponsoring adjustment S-3.4?

A.
Yes.  Adjustments were made to the revenues of the Special Contract customers to reflect the fact that these rates require the collection of a customer charge and a minimal commodity charge.  Most of this adjustment was made to reflect additional revenue from the special contract customer with the largest usage.  This additional revenue was estimated by multiplying the transportation rate of the next largest special contract customer by the actual usage of the largest special contract customer.

Q.
Are you sponsoring Adjustments S-10.3?

A.
Yes.  Adjustment S-10.3 reflects the Staff’s recommendation that the current weatherization program be continued.

NEED FOR LOW INCOME ASSISTANCE?

Q.
Please describe your interpretation of “low income” customers.

A.
Low-income customers do not all fall into a single type of customer.  I believe, in this context, there are generally three types of low-income customers. 

Q.
Please describe the three types of low-income customers (LICs).

A.
The first type of LICs are households with extremely low or no income.  These are people who will probably never be able to pay their gas bills, or even a portion of them, no matter what the price.  They are unable to obtain sufficient income and use it to pay their utility bills.  Perhaps they are elderly, with little retirement income, or disabled, or mentally or physically ill, or maybe they just can’t hold a job.  In addition, there are households who just refuse or can’t pay their heating bill regardless of the amount of the bill.   Regardless of this, these households need heat in the winter.

The second group has a source of income, but it is not sufficient to pay a significant portion of their energy bills, especially in the winter.  These households were unable to pay their full gas bills before the increase in natural gas prices, and are even further behind currently.  These households must rely on energy assistance from Community Action Agencies to attempt to stay current with their energy bills.  Only through the assistance from these agencies can this customer group continue to receive utility service.

The third group is composed of customers who have a steady source of income but earn barely enough to meet their families’ basic needs; for example, senior citizens on a fixed income, and the ‘working poor’ or ‘new poor’, as I have heard them characterized.  An increase in the price of a necessity, like natural gas, can create a situation where these customers can no longer pay their utility bills without foregoing other, equally important needs, like food or medical care.  Unlike the households in group two above, these LICs usually do not qualify for energy assistance because of their annual income.  However, these customers continue to struggle to stay current with their energy bills.

Q.
What are some of the factors that exacerbate the inability of this type of LIC to pay their utility bill?

A.
Low-income households spend a much larger percentage of their income on energy compared to moderate- or higher-income households.  In other words, they have a much larger energy burden.  While a low income family can scale down some expenditures – buy an older car, shop at thrift shops - they can only cut back so far on the amount of natural gas required to keep their family warm in the winter, which gives them little control over their bill.  Compounding the problem, the homes of many of these customers are older structures with inadequate insulation, inefficient furnaces, and other problems which make the gas usage of the household unnecessarily high.  Higher efficiency appliances, or measures such as insulation, will save money over the life of the improvement, but the initial investment is currently not within their income levels.

Q.
Gas bills fluctuate during any year.  Does this pose an additional problem for LIC's?

A.
Yes, bills which fluctuate to the degree that gas bills do generally affect many households regardless of income level.  These types of fluctuations severely affect the LIC's.  Many of these customers have fixed incomes, and cannot deal with the large fluctuations in gas bills.  Many lower wageworkers live paycheck to paycheck.  They are in a financial position where they have little or no savings, and few sources of supplemental income, such as loans from family members.  Many times, these customers are able to stay current on their gas bills during the summer but cannot pay their entire gas bill during the winter.  This creates frustration and a feeling of “why even try to pay the bill, it is simply too high.?”  To complicate matters even more, during the summer when the customer could begin to pay their gas arrearages down, many customers are facing the challenge to stay current on their electric bills.

Q.
Wouldn’t budget billing solve this problem?

A.
Even a levelized billing plan doesn’t solve the problem.  While it keeps the household’s bill down in the winter months, they will owe more than usual in the summer months, when they are trying to cool their houses and pay their higher electric bills.  This problem can be remedied somewhat if a customer who receives both gas and electric service from the same utility (as many do at AmerenUE) would agree to budget billing for both gas and electric.  However, in areas where a customer receives gas service from one utility and electric service from another utility, if the customer is not on a budget bill plan for both utilities, the chances are good that the customer will go into an arrears situation from the non-budget bill utility or will cease paying his budget bill in the off-season months of his budget bill utility.  There simply is only a limited amount of funds available to these LICs to meet their energy needs.

Q.
What is one possible customer response to this type of situation?

A.
The customer pays the bills.  They may go without other necessities, such as medical care, food, or clothing, but if at all possible, they pay the bill.

Q.
What do you believe finally happens with those customers who find that they cannot stay current with paying their bills and create large bill arrearages?

A.
I believe that many eventually give up.  The situation begins to appear hopeless so the customer pays other, more manageable bills.  However, many LICs with large arrearages will continue to make some payment, far below their current bill, but yet some amount of money in an effort to continue to receive gas service.

HISTORY OF LOW INCOME ASSISTANCE ACTIVITIES AT THE PSC

Q.
What has been the Public Service Commission’s response to this problem?

A.
The Cold Weather Rule was implemented by the Commission in 1977, with an Emergency Cold Weather Rule enacted during the winter of 2000-2001.  Furthermore, the Commission has been actively involved in several task forces and committees, such as the Missouri Energy Task Force, the Natural Gas Commodity Price Task Force, and the Committee to Keep Missourians Warm, as well as other activities, such as the recently held Town Hall Meetings in many areas around the state.  The Staff believes that as a result of the Cold Weather Rules, this Commission has recognized the need for space heating for LICs during the winter period.  However this program does not provide the protection for the customer once the winter season has passed and the spring season arrives.  At this time, many LIC's have large arrearages and face the immediate threat of losing their gas service.  The purpose of this testimony is not to suggest any changes to the current program, but to only point out that if the pilot program as proposed by the Staff is accepted, that many LIC's who must deal each year with the possibility of gas service disconnection may actually become full time current paying customers.

CURRENT PROGRAMS

Q.
What has been the response of the natural gas utilities to this growing problem?

A.
Missouri Gas Energy (MGE) implemented the Experimental Low-Income Rate program as part of the settlement of Case No. GR-2001-292.  This program assists MGE households at 100% of the Federal Poverty level and below by applying a monthly credit to their bill.  Empire District Electric Company has also implemented a program identical to the one described above.  These programs have not yet been evaluated and conclusions presented to the Commission by the Staff and Companies.

AmerenUE has the ongoing Dollar More program, and, as a result of the settlement of Case No. EC-2002-1, AmerenUE, as part of the agreement, committed to make an initial $5 million contribution to its Dollar More Program on September 1, 2002, and continues to contribute $1 million more each year for the next four years.  AmerenUE also created a weatherization fund for its low-income customers, and initially funded it with $2 million on September 1, 2002, and continues to contribute an additional $500,000 each year for the next four years.

Q.
What are the bill assistance programs currently available to AmerenUE’s 
low-income natural gas heating customers?

A.
There are 3 main programs:  Energy Assistance (EA), Emergency Crisis Intervention Program (ECIP), and the AmerenUE Dollar More program.

Q.
Please describe the EA program?

A.
Yes.  The EA program uses Federal Low Income Home Energy Assistance Program (LIHEAP) grants to provide one-time (per heating season) assistance to households who:

· Are at or below 125% of the current Federal Poverty level (FPL).

· Are responsible for the fuel bills. 

This assistance can be applied to their primary heat source, and is a set dollar amount based on the type of fuel, region, household size, and income.

Q.
Please describe the Emergency Crisis Intervention Program (ECIP)?

A.
The ECIP program uses LIHEAP funds to provide emergency assistance to households that:

· Are at or below 125% of the FPL.

· Have received a shut-off notice from the utility.  This requirement is relaxed if you are age 65 or older.

This assistance is the lesser of the amount required to maintain or reconnect service, or $600, per heating season.

Q.
Would you describe AmerenUE’s Dollar More program?

A.
This program, which is funded by voluntary AmerenUE customer and Company contributions, helps AmerenUE utility customers pay bills during periods of extreme heat or cold.  A majority of the money goes to pay electric bills.  The criteria for receipt of Dollar More assistance is set by the individual social agencies that distribute the money.

Q.
What is one shortfall of the existing Missouri programs?

A.
Until recently, there has been little tracking if any of the customers receiving aid through the assistance programs.

Q.
Please describe what you mean by little tracking.

A.
In Staff’s discussion with AmerenUE about their Dollar More program, the Staff learned that customers who received assistance through this program are not tracked by the utility to see if there has been any lasting effect on the customer’s ability to pay their utility bill.  In order to assess the effectiveness of these programs, Staff needs to evaluate the effect on customer behavior and what happens with utility expenses such as bad debt and collection expenses.  We must analyze these factors prior to the household receiving aid, and after aid has been received.  Without this tracking, no one really has an idea of how well bill payment assistance programs work, how they could be improved, and who benefits most from them.  This type of information is being collected on customers who received aid through last spring’s AmerenUE Clean Slate program.  The MGE and Empire programs have not yet been evaluated, although information is being collected so that this can be done.

Q.
What else does Staff see that could be improved?

A.
All of the existing programs have an eligibility requirement of income of 125% FPL or less.  Staff believes that there are many more people with an income too high to participate in these programs, who are unable to pay their full utility bill currently given the higher gas prices, and the weak economy.  The Federal Poverty level is not a measure of where poverty begins or ends – it is a standard used by social programs and certain agencies that provide assistance and recognize that households above 125% FPL require assistance.  For example, the Missouri MC+ For Kids program covers children living in households that are 300% of the FPL or less.  For a three-person household, 150% of the FPL would mean an annual income of $22,890 and an annual income level of 200% FPL would be $30,520.  It is easy to see how the income levels of these households could not sustain prolonged payments related to medical bills or high energy bills.  Currently, the Federal payment assistance and utility assistance programs have focused on relieving/crediting customers’ bills rather than developing a program to make it possible for customers to pay their bills.

Q.
Do you have any final comments on the bill-paying assistance offered in the current Federal and utility programs? 

A.
Yes, most of the assistance programs I am familiar with consist of paying some portion of customers’ bills, rather than making it possible for customers to pay their bills.

Q.
Currently, are their any long-term solutions being performed to aid LICs?

A.
Yes, there is.  AmerenUE, Laclede Gas Company and Aquila, Inc. sponsor Weatherization programs.

PROPOSAL FOR FIRST TWO GROUPS OF HOUSEHOLDS

Q.
What is your recommendation for the first two groups of customers you described? 

A.
For both of these types of customers, at least in the initial stage of this program, the greatest help that can be provided for them is to continue offering them free energy audits and weatherization through the LIWAP and AmerenUE programs; in addition, we should continue the federal, state, local, and utility bill assistance they are currently receiving.  

STAFF’S PROPOSED WEATHERIZATION/LOW INCOME PROGRAM

Q.
What does Staff wish to accomplish with this program?

A.
The goals of this program are:

· To provide an opportunity for the lower-income working and retired citizens of Missouri to pay their bill on time, and in full.

· To improve the quality of life for our lower-income citizens.

· To analyze the effect of an affordable rate on the payment habits of low-income customers at various income levels.

· To decrease the usage of low-income households by requiring weatherization.

· To analyze the effect of a low-income rate on the arrearage and uncollectible balances of the utility, and on the utility’s number of non-payment disconnects. 

Q.
What are the main components of the program?

A.
There are three main components of the program and they are:

1)
before a household can qualify for the program, it must be weatherized, if deemed necessary by the DOE standards; 

2)
the household will enter into an agreement with the Company to pay off any existing arrearages at a payment to be set at no more than $20/month; and 

3)
the household will receive a discounted margin (non-gas) rate for its winter (November 1-March 31) usage.

Q.
Why is weatherization the first of your main components?

A.
Yes.  The installation of permanent, cost-effective efficiency weatherization measures is an excellent long-term action to address the problem of unaffordable natural gas bills, and should be a part of any program designed to assist certain low-income customers in paying their utility bills.

Q.
How much, on average, does it cost to weatherize a home in Missouri?

A.
In Missouri, the average cost to weatherize a home is $2,500. 

Q.
What is the estimated life of weatherization measures?

A.
Weatherization measures have a life of about 20 years. 

Q.
What is the estimated energy savings for a weatherized home?

A.
Weatherizing a home cuts both heating and cooling costs, with resulting estimated annual natural gas savings as high as 23%, and annual electricity savings at about 12%.

Q.
What type of cost/benefit ratio do weatherization measures have?

A.
Various studies have estimated the cost/benefit ratio of weatherization to be as high as 3.71 for each dollar invested.  I have not reviewed any documentation that does not show a positive cost/benefit savings.

Q.
What are some of the benefits of weatherization for the household?

A.
Performing needed weatherization should lower the household’s energy bills.  This will enable the household to use the same amount of energy and spend less, or, if the household has been turning down the furnace in an attempt to keep the bill low, the household can use an adequate amount of energy for the same price.

Another benefit is the improvement in the safety and health of the occupants.  Staff spoke with Steve Cobb, the Supervisor of the Weatherization Assistance program at the Delta Area Economic Opportunity Corporation (DAEOC), which is the community action agency serving the Southeastern part of Missouri.  Mr. Cobb described the procedure used by his weatherization staff during the initial energy audit.  He told the Staff that his inspectors also measure carbon dioxide levels in the home, make sure that there is an adequate number of working smoke alarms, and detect dangers such as faulty wiring or unsafe appliances.  Once the weatherization is completed, the safety of the household is increased due to the decreased use of hazardous heat sources, such as a damaged furnace, old electric space heater or unsafe woodstove, which reduce the possibility of a fire or other accident.

Q.
Does weatherization have any benefits for the state or local economy?

A.
Weatherization can benefit the state/local economy in several ways.  First, the improvements to the housing stock increases property values, and the area’s tax base.  In addition, local workers are trained to do the weatherization, and many of the supplies are bought locally, which stimulates the local economy. 

After weatherization, some of the dollars that used to go to pay the utility bill can now be spent locally.  Approximately 70% of a Residential customer’s bill goes to pay for the natural gas itself, with the other 30% paid to the Missouri utility for delivery.  Since Missouri is not a natural-gas producing state, most of the 70% of gas revenues will leave the state.  If a customer’s bill is lowered, the amount of money that can stay in the local and state economy is increased.  

Finally, weatherization can help even those low-income Missourians who have not been weatherized.  Poor Missourians who have been weatherized will have lower bills, allowing the scarce energy assistance dollars to go to those whose need is even greater.

Q.
Can weatherization benefit higher income customers?

A.
Weatherization reduces expenses associated with the collection activities of the utility, since households are better able to pay their bill in full.  It reduces the dollar amount of late payments and the amount of uncollectible expense.  Disconnection and reconnection expenses are decreased.   All of these actions benefit the other utility customers.  These types of savings must be tracked by the Staff and Company to determine the level of benefits this program will provide to all customers of AmerenUE.

Q.
Aside from the utility programs, is there any other source of weatherization for households in Missouri?

A.
Yes.  The Missouri Department of Natural Resources provides weatherization through its Low-Income Weatherization Assistance Program (LIWAP.)  This program has been in existence since 1977.

Q.
Please explain.

A.
LIWAP uses funds from the Department of Energy to weatherize eligible households.  To participate in this program, households must:

· Be at or below 150% of the FPL.

· Apply for LIHEAP assistance.

· Reside in a home that is structurally sound enough to be weatherized.

PROGRAM PARAMETERS

Q.
What are the parameters of the program?

A.
The parameters are as follows:

· If the customers’ home cannot be weatherized due to the condition of the residence, the customer will not qualify for the experimental program, but will be referred to other programs for which they may be eligible.

· Households accepted for the project receive a discounted, per unit rate (margin rate) for natural gas service in the winter.  The discount applies only to margin rates, not to purchased gas costs.

· Customer’s bill must be kept current.  Customers will be allowed three late payment occurrences in the first year of implementation of the program.  The late payment occurrence will decrease by one for each succeeding year until year four when late payments will be treated as prescribed in the Company’s policies and procedures.

· Customers on the program will be asked to annually provide information to the Commission, which may be obtained by questionnaire or by interview.

· AmerenUE will designate a specific customer service representative who will handle any program question or problems.

· Arrearage Forgiveness: For every consecutive six months on the program without a late payment, the Company agrees to reduce the customer’s arrearage balance by the same amount the customer paid on that arrearage during the six-month period.  In other words, the Company will match the amount of arrearage forgiveness equal to what the customer paid in a six-month period.

Q.
Does the Staff recommend that the discounted margin rate only be offered to those LICs who meet the standards described above?

A.
No.  The Staff believes this discounted rate should also be offered to AmerenUE gas customers who have previously and or will receive in the future weatherization as a result of the DNR weatherization program, provided these customers do not exceed 200% FPL.  By offering this rate to those LICs, the Company, Staff and OPC will have an even larger customer base upon which to measure many of the theories contained in this program.  For instance, by including these customers in this program and tracking their results the parties will be able to better determine if the 125% - 200% FPL is an appropriate criteria for program eligibility.

Q.
When would a customer exit the program?

A.
The Staff would recommend that a current paying customer would continue on this program until that household reaches 201% FPL.  This requirement would require DAEOC to verify the FPL of each participant annually.  The Staff does not believe this to be an administrative hardship to DAEOC.

PARTICIPATION IN THE PROGRAM

Q.
What are the criterion for your program?

A.
This experimental program is aimed at AmerenUE gas customers in Scott and Stoddard counties whose household income is 125% - 200% of the FPL.  In addition, an AmerenUE gas customer whose household income is above 125% FPL but less than 200% FPL must agree to have an energy audit performed on their residence.  These customers must also agree to have any DOE/DNR recommended weatherization measures installed at no cost to the customer.

Q.
How did the Staff select this income range?

A.
The Staff believes that the households in this income range need some assistance since they are currently not eligible to receive any form of assistance for which  customers of a lower FPL may qualify.  

A household with income of up to 125% of the Federal Poverty Level (FPL) would be eligible for Energy Assistance (EA), Emergency Crisis Intervention Program (ECIP), free energy audits and weatherization through the DOE/DNR Low-Income weatherization assistance program.  These customers could also receive AmerenUE’s Dollar More assistance.

A household with income of 125 - 149% of the poverty level income would be eligible for free energy audits and weatherization through the DOE/DNR Low-Income weatherization assistance program.  As can be seen from the above discussion, customers who are considered low income by many agencies do not qualify to receive energy assistance due to their income level.

Q.
Why does the Staff’s program eligibility start at 125% of the FPL, when all other programs cut off at that level?

A.
For exactly that reason.  An FPL of 125% is the upper limit for receipt of LIHEAP and ECIP assistance.  The Staff believes that households over that income level are also seriously affected by the level and volatility of energy prices, but this group is not eligible for energy assistance funds.

Q.
Why does eligibility for your program go up to 200% of FPL?

A.
After talking with the staff at DAEOC, the Staff believes that these households are challenged when it comes to paying their utility bills currently, and that their ability to continue to do so can easily be compromised by higher gas prices or cold weather.

Another reason Staff believes that a program aimed at the higher end of low-income households is appropriate is because the costs to allow these customers to become self-sufficient customers in paying their energy bills is reduced when compared to the needs of households with considerably less FPL.

Q.
Does the Staff have any final comments regarding the FPL range of 125% - 200%?

A.
Yes.  The Staff continues to believe this is the appropriate FPL range given the weatherization requirement and LIC rate proposed by the Staff.  However, the Staff does not currently have the information to verify the FPL range, but believes that as a result of this program, much data will be compiled to test the Staff's theories.

SELection of Trial Area

Q.
Which counties are you proposing to use in this experimental study?

A.
Scott and Stoddard counties, located in the Southeastern part of Missouri.  

Q.
How were these counties chosen?

A.
AmerenUE supplies natural gas to customers in both counties, as well as to many other areas in the State.  Using census and other statistics, the Staff looked at characteristics of AmerenUE’s gas service territories.  From this analysis, the Staff chose Scott and Stoddard counties as they represented some of the poorest areas in AmerenUE’s service territory.

Q.
What types of statistics did the Staff review?

A.
The Staff reviewed Social Security information, employment rate, wage information and housing characteristics.  Portions of the data that was reviewed for these areas are contained in Schedule 1 attached to this direct testimony.  A discussion of some of these household characteristics will be addressed next.

Q.
Are many households of these counties dependent on Social Security income? 

A.
Yes.  According to the 2000 United States census, in Scott County, 4,852 out of 15,689 households, or 31%, depend on Social Security for at least part of their income.  In Stoddard County, the number is 4,268 out of 12,047, or 35%.  The figure for Cole County is 24%, and state-wide it’s 28% of households.

Q.
How many people in these counties are employed?

A.
The Missouri Department of Economic Development publish wage and employment information for workers covered by State unemployment insurance and Unemployment Compensations for Federal Employees.   At the end of 2002, there were approximately 19,000 employed workers in Scott county, and around 12,000 in Stoddard County.  There are undoubtedly more jobs in these counties that are not reported in this information.  For instance, agriculture businesses with less than ten employees do not have to report this information.  This point is magnified due to the fact that these counties rely heavily on the agricultural business.  Significant crops in these counties include cotton and rice, both labor-intensive.

Q.
Please describe the average weekly wage income in these counties and how those figures compare locally.

A.
In the 2000 Labor Market Information published on the Missouri WORKS! website maintained by the  Missouri Department of Economic Development, the average weekly wage in Scott county was $417, and in Stoddard county it was $376.  As a basis of comparison, the average weekly wage in Cole County for that time period was $531, and the state-wide average weekly wage was $601. 

Q.
What housing factors did you consider?

A.
Staff looked at the median value of the homes in these counties, which was approximately $68,000 for Scott County, and $57,000 for Stoddard County.  As a basis of comparison, the median home value in Cole County is $97,000, and state-wide this figure is approximately $90,000.

Also, Staff looked at the home ownership rate state-wide, and in these two counties.  Scott county has a 69.4% home ownership rate, which is comparable to the state-wide average of 70.3%.  Stoddard County’s is even higher, at 72.4%.

Q.
Do you think that there will be enough eligible customers to take advantage of the program?

A.
Yes.  DAEOC currently has approximately 30 AmerenUE gas customer applications on file for Weatherization Assistance, and some of them qualify for the 125‑150% FPL range.  Furthermore, in Appendix F of the Missouri Energy Policy Task Force final report, there is a per-county report of the number of households that applied for LIHEAP in 2001, and the number of applicants that were turned down.  Scott County had 1,892 applicants, and over 9%, or 181 applicants, were denied.  Out of 1,623 LIHEAP applications in Stoddard county, 201, or over 12%, were denied.  Staff expects some of the rejected applicants were not eligible because their income was 126% of the FPL or greater.  These will be the types of household that will be served by the Staff’s program.

Q.
Are there other benefits to combining this program with existing weatherization programs?

A.
Yes.  DAEOC has a long waiting list for the DOE weatherization program – three to four years waiting time.  Some of these applicants are AmerenUE gas customers.  Since this program is aimed at AmerenUE’s gas customers, it will provide weatherization to many of these customers sooner than the three to four year waiting period and subsequently shorten the waiting time for all residents on the waiting list.

IMPLEMENTATION

Q.
How much do you believe is appropriate to fund this program?

A.
Staff recommends that the weatherization part of the program be funded with $100,000.  The Staff has included this adjustment in its cost of service and is reflected in Staff adjustment S-10.4.

Q.
Are there any other costs associated with the program?

A.
Yes.  The revenue loss associated with the rate discount is a program cost.  Staff proposes that this cost be recovered from other customers.  The rate proposal for doing so will be discussed in Staff witness Daniel I. Beck’s direct testimony in the Rate Design phase of this case.

Q.
Who will administer this program?

A.
DAEOC currently administers the Missouri Weather Assistance Program, funded by DOE, as well as the federal LIHEAP program, so they have valuable experience with this type of program.  By implementing this pilot program in addition to the existing program, administrative costs will be kept at a minimum, as will necessary start-up time and activities.

DAEOC will be responsible for taking applications, verifying household income, and providing the energy audit and weatherization to the participants.  In addition, DAEOC has an office in every town of any size in the region, and has indicated that they could provide outreach services through these offices at no cost.  They have talked with their staff at the outreach offices, and anticipate no problem finding applicants for the program.  They have also volunteered to make the necessary customer contacts to adequately advertise this program.

Q.
Will this pilot program require additional work for AmerenUE?

A.
Yes, AmerenUE as the Company sponsoring the program will be required to track the actual results of this program.  The tracking involved in this pilot program will involve customer data and will require AmerenUE to compile this data.  AmerenUE, Staff and the Office of the Public Counsel (OPC) will monitor the program and begin analyzing the results after the program has been operating for one year.  However this additional work should not create a significant increase in administration costs to AmerenUE as they are currently doing the same type of work in monitoring their Clean Slate Program.

Q.
When does the Staff believe this program can be implemented?

A.
The administrative details of the rate component of the plan will take a little longer, but we believe if Staff, OPC, AmerenUE and the Delta Area Economic Commission work together in a timely fashion, the rates could be in effect going into the 2004-2005 heating season.

The implementation details of this program will require some time; however, the Staff believes that if all interested parties work together, that the energy audits can begin in the Spring 2004 and the full program in effect for the 2004-2005 heating season.

SUMMary

Q.
Please summarize the Staff’s position.

A.
The Staff is proposing a low-income customer program within which certain groups of low-income natural gas customers can become customers that are able to pay their bill in full every month.  This program provides the customers an incentive for prompt payment.  Arrearage forgiveness tied to successful payment, and the provision that the customers stay current on their bill to stay on the program gives the customer a strong incentive.  Staff recognizes that this change in behavior and ability to pay will not happen overnight.  Many of these customers have not been able to pay regularly in quite some time, and it will require some effort to get to that point.  The program has addressed this behavioral change.

The program will result in lower usage and a more affordable bill, leading to both an increased ability to pay and an improvement in their quality of life.

Right now, poor Missouri customers need long-term relief, and they need it ASAP.  The weatherization component of the program will provide the long-term relief, while the easy-to-administer rate design can be implemented relatively easily and quickly.  Energy audits could be started in the spring, since the infrastructure of this program is already in place.  There already exist candidates for this program in Stoddard and Scott counties. 

Q.
Does this conclude your direct testimony?

A.
Yes

 








