Direct Testimony of

Henry E. Warren


[image: image1.wmf][image: image2.wmf]
Exhibit No.:



Issues:
Tariffs


Witness:
Henry E. Warren


Sponsoring Party:
MoPSC Staff


Type of Exhibit:
Direct Testimony


Case No.:
GT-2003-0117


Date Testimony Prepared:
November 19, 2002

MISSOURI PUBLIC SERVICE COMMISSION

Utility Operations DIVISION

DIRECT TESTIMONY

OF

HENRY E. WARREN

LACLEDE GAS COMPANY
CASE NO. GT-2003-0117
Jefferson City, Missouri

November, 2002


DIRECT TESTIMONY

OF

HENRY E. WARREN

LACLEDE GAS COMPANY

CASE NO. GT-2003-0117

Q.
Please state your name and business address.

A.
My name is Henry E. Warren and my business address is P. O. Box 360, Jefferson City, Missouri, 65102.

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

A.
I am employed by the Missouri Public Service Commission (PSC or Commission) as a Regulatory Economist in the Energy Department of the Utility Operations Division.

Q.
How long have you been employed by the Commission?

A.
I have worked at the Commission ten years.

Q.
What is your educational and professional background?

A.
I received my Bachelor of Arts and my Master of Arts in Economics from the University of Missouri-Columbia, and a Doctor of Philosophy (PhD) in Economics from Texas A&M University.  Prior to joining the PSC Staff (Staff), I was an Economist with the U.S. National Oceanic and Atmospheric Administration (NOAA).  At NOAA I conducted research on the economic impact of climate and weather.  I began my employment at the Commission on October 1, 1992, as a Research Economist in the Economic Analysis Department.  My duties consisted of calculating adjustments to test‑year energy use based on test-year weather and normal weather.  I also assisted in the review of Electric Resource Plans for investor owned utilities in Missouri.  From December 1997, until May 2001, I was a Regulatory Economist II in the Tariffs/Rate Design Section of the Commission’s Gas Department where my duties still included analysis of issues in natural gas rate cases and were expanded to include reviewing tariff filings, applications and various other matters relating to jurisdictional gas utilities in Missouri.  On June 1, 2001 the Commission organized an Energy Department and I was assigned to this Department in the Tariff/Rate Design Section.  My duties in the Energy Department are similar to my duties in the Gas Department.  I also participate in the Committee to Keep Missourians Warm (CKMW).  The CKMW includes members from utilities, community action agencies, charitable organizations, and government agencies interested in low-income energy assistance needs and programs.

Q.
Are you a member of any professional organizations?

A.
Yes, I am a member of the International Association for Energy Economics and the Western Economics Association.

Q.
Have you previously filed testimony before the Commission?

A.
Yes, I have filed testimony in the cases listed in Schedule 1 attached to this testimony.

Q.
What is the purpose of your direct testimony?

A.
The purpose of my direct testimony is to discuss the design of Laclede Gas Company’s (Laclede or Company) Experimental Low-Income Bill Stabilization and Assistance Program, Catch-Up/Keep-Up (CU/KU), contained in the tariff sheets numbered 28-i through 28-k filed September 23, 2002.

Q.
Are you aware of any previous or current low-income customer assistance programs the Commission has implemented for gas customers?

A.
I am aware of the low-income gas customer weatherization programs currently offered by Missouri Gas Energy (MGE), Union Electric Company (d/b/a AmerenUE), and Laclede.  Missouri Gas Energy also has an Experimental Low Income Rate (ELIR) available on a limited experimental basis in its Joplin Service Area.

Q.
Did you participate in the design and implementation of these programs?

A.
Yes, I participated in the design, implementation, and evaluation of these programs.

Q.
Were these programs first implemented on a limited experimental basis, evaluated, and subsequently revised?

A.
Yes, for example, the first experimental low-income customer weatherization program, the Laclede Gas Company Pilot Weatherization Program, was authorized in Case No. GR-92-165 for the Laclede Service area in 1992.  The Community Action Agency (CAA) had difficulty implementing the program and the evaluation of the effectiveness of the program indicated marginal financial return to Laclede’s ratepayers.  Consequently, re-institution of a weatherization program for Laclede’s low-income customers did not occur until 2001 in the Commission Order in Case No. GR‑2001‑629.  The program expenditures included in rates established in
GR-92-165 were about $120,000 in two years.  The expenditures in the low-income weatherization program in Case No. GR-2001-629 are $300,000 per year and are currently included in rates.

The Experimental Weatherization Program for Low/Moderate Income Customers was proposed in 1993 by Gas Service, Western Resources Company for the Kansas City area.  This program was subsequently implemented on an experimental basis, but the lack of participation in the original program resulted in modification of the program qualifications.  Additional problems in the program resulted when the program was initially administered by MGE, the successor to Gas Services.  This resulted in a complaint case by The Office of Public Counsel (OPC), which was resolved in Case No. GR-96-285.  The Commission Order in this case also resulted in clarification of the program including an outside evaluation of the MGE weatherization program.  The expenditures authorized were $250,000 annually in the Kansas City service area.  The results of the evaluation were useful in the continuation and expansion of the program to all MGE service areas in the Commission Order in Case No. GR-2001-292.  The expenditures authorized are $340,000 annually for the entire MGE service area and are currently included in rates.

In addition to the low-income weatherization funding authorized in Case No.
GR-2001-292, the Commission also authorized MGE to implement the ELIR for approximately 1,000 customers in the Joplin service area for two years.  The funding of approximately $400,000 for this program is included in current MGE residential rates.  This ELIR was designed and implemented with the assistance of Mr. Roger Colton, a nationally recognized expert on issues of affordability for low-income utility customers.  Mr. Colton has also been retained by MGE to assist in the evaluation of the ELIR.

The Commission Order in Case No. GR-97-393 authorized the Experimental Weatherization Program for the low-income gas customers in Union Electric’s gas service areas.  The experience gained in the previous weatherization experiments by Staff and OPC helped this program’s design and implementation to go forward without the problems experienced in the previous weatherization programs.  Because the AmerenUE service area was non-urban, this Program also included an independent evaluation.  The funding for this weatherization program has continued at $150,000 annually.  This level of funding was again authorized to be included in current rates by the Commission Order in Case No. GR-2000-512.

Q.
What aspects of the CU/KU program will be discussed in your testimony?

A.
I will discuss a process for designing and implementing the program so it will have a cost effective impact on Laclede’s low-income customers and also benefit all of Laclede’s ratepayers.  The number of Laclede residential customers eligible for low-income energy assistance programs and the level of bad debt attributable to Laclede’s residential customers indicate that Laclede has a sizeable number of customers that would be applicants for a CU/KU program.  Laclede’s proposed CU/KU program is far reaching in providing its low‑income customers with arrearage problems with potential annual funding of six million dollars.  However, for the program to be effective it needs to be designed and implemented judiciously.  Staff witnesses John P. Cassidy, Thomas M. Imhoff, Stephen M. Rackers, and David M. Sommerer will discuss the appropriateness of the methods proposed by Laclede to fund the CU/KU program at a level of up to six million dollars annually.

Because the CU/KU program has not previously been implemented in Missouri, program options and measures of the success of these options need to be established to monitor and evaluate the success of each of the options.  The parameters of the program need to be defined and monitored.  Some of these parameters are the number of eligible customers, number of applicants, number of participants in the program, along with the amount of Laclede’s arrearages that are attributable to low-income customers and how the program effects these participants and the overall level of arrearages.  Tracking would also be required to determine the cost of the program activities for each participant and how effective of each of these measures are in making it possible for the participants to become current and keep current with their utility bills.  It is critical that a program of this type provide a permanent change in the payment behavior of the participants and does not leave their customer status the same or diminished.  Similarly, the program should also demonstrate the ability to have an aggregate affect on Laclede’s arrearages.  Designing and implementing a program that will benefit the low-income participants, Laclede’s shareholders, and the ratepayers is a task that will require considerable effort.  The information provided thus far by Laclede on its CU/KU program does not demonstrate that it has adequately designed the program to serve the three-fold goal of benefiting low-income participants, shareholders, and ratepayers.  Information provided thus far also does not demonstrate that Laclede has adequately considered the monitoring required to demonstrate that a program of this type is helping, hurting, or making no difference to the stakeholders in the CU/KU program’s effectiveness.

Q.
How might this task of design, implementation, and evaluation be achieved?

A.
In its proposed tariff the Company indicates that it would administer the program with Dollar Help and social service agencies.  An alternative would be for an outside vendor to administer the program.  This outside vendor could better balance the three-fold goal of the program of benefiting the low-income participants, Laclede’s shareholders, and the ratepayers.  Because of the magnitude of the proposed program funding, it might be appropriate to ramp-up the program so that the feasibility of program elements could be tested before being fully implemented.  If an experienced vendor who has worked with programs of this type and with this magnitude of funding can be identified, the ramp-up might not be necessary.

The collaboratives established by the Commission Order is Case No. EC-2001-1 are discussing having the weatherization and conservation programs funded by AmerenUE administered from an account established at the Environmental Improvement and Energy Resources Authority (EIERA).  EIERA is a quasi-governmental financing authority established in Missouri statute and contained organizationally within the Missouri Department of Natural Resources.  AmerenUE funding for the multi-year programs in Case No. EC-2002-1 is similar to the amount Laclede is proposing for CU/KU.  The EIERA was created to administer funds of this type to improve energy efficiency of Missouri’s households.  In the proposed Laclede CU/KU tariffs sheets the program funds would be deposited to a separate escrow account, and the funds are to be administered by Laclede, Dollar Help, and the social service agencies.  An alternative would be to have an outside vendor develop, implement and administer the program.  Subsequently, an account would be established at the EIERA for the funds and the vendor would authorize the EIERA to pay Community Action Agencies or other social service agencies for services provided to the low-income participant.  The vendor would also authorize payments to Laclede on behalf of the low-income participant for bill or arrearage payment.  The EIERA is an agency that is a repository for environmental and energy programs where funds can reside and be dispensed according to program guidelines.

Q.
Are there additional program details that need to be determined?

A.
Yes, I have not tried to be exhaustive in describing the details of the CU/KU program.  The design and implementation of this program will require further work.

Q.
Does this conclude your pre-filed direct testimony?

A.
Yes, it does.
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