DE 02-034
STATEW DE LOW | NCOVE ELECTRI C ASSI STANCE PROGRAM
Ti ered Di scount Program

Order Denying Mtion for Rehearing of
Save Qur Homes Organi zation

ORDER NO 24,013
July 24, 2002
PROCEDURAL HI STORY

On May 30, 2002, the New Hanpshire Public UWilities
Comm ssion (the Conm ssion) issued an order approving the so-
called Tiered D scount Program (TDP), a statew de electric bill
assi stance programfor |owincone custoners funded through the
| ow i ncone portion of the system benefits charge (SBC).
St at ewi de Low I nconme El ectric Assistance Program Ti ered D scount
Program Oder No. 23,980 (May 30, 2002) (the Order). Anpbng
ot her things, the Order directed the six jurisdictional electric
utilities to inplenent the TDP no | ater than Cctober 1, 2002.
The Order authorized the Community Action Agencies (CAA) to
adm ni ster the TDP on behal f of the Comm ssion and directed
Staff to work with the Governor’s O fice of Energy and Community
Services (GOECS) in identifying the respective roles of the
Commi ssion and GOECS in program nonitoring and eval uation. The

Order further directed the utilities, CAA and GOECS to submt
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budgets for start-up and first year adm nistrative costs within
thirty days.?

Subsequent to the Order, the program participants have
subm tted various conpliance filings resulting fromthe O der,

i ncluding certain budget information and other data called for
in the Oder.

By letter dated June 12, 2002, the Legislative Budget
Assistant notified the Conm ssion that the |egislative Fiscal
Committee had approved, pursuant to Chapter 158:46, Laws of
2001,% the “plans for the adnministration of funds” as specified
in the Oder.

On June 13, 2002, Save Qur Hones Organi zation (SCHO,
an intervenor, filed a Motion for Rehearing of the Order on
three grounds: (i) the Commission’s alleged refusal to require
prior review and approval of annual budgets for program
adm ni strative costs is unreasonable and unjust; (ii) the
Commi ssion’s refusal to inpose a cap on program adm nistrative
costs is unreasonable and unjust; and (iii) it would be unlawf ul
for the Comm ssion to fail to conplete its investigation of TDP

adm ni strati ve costs.

1 Under the Order, budgets for subsequent program years nust be subnitted
within sixty days of the start of each program year.

2 Chapter 158:46, Laws of 2001, anended RSA 6:12-b regarding mai ntenance of
funds col |l ected pursuant to electric utility restructuring orders.
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On June 25, 2002, GCECS filed comments in support of
SOHO s Motion for Rehearing.

1. POSITIONS OF THE PARTI ES AND STAFF
A. SOHO

Regardi ng the question of budgets for start-up and
first year adm nistrative costs, SOHO argues that the
Commi ssion’s ruling in this docket is contrary to the
Commi ssion’s prior ruling in Electric UWility Restructuring/Low
| ncome El ectric Assistance Program Order No. 23,945 (April 5,
2002, Docket 96-150),% and that the reasons for the Conmmission’s
prior ruling are still valid. SOHO further argues that the
i nportance of the cost issues and the substantial public
interest at stake weigh in favor of a Conmm ssi on-conduct ed
budget pre-approval process.

SOHO notes that in Order No. 23,945, which was an
order on notions for clarification and ot her pending notions
involving the so-called electric assistance program (EAP), the
Comm ssion required program participants to submt annual
budgets for Conm ssion review and approval in advance of each
program year. SOHO asserts that the reasons given for this

ruling are directly applicable to the TDP, including advantages

3 See slip op. at 21-23.
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related to i nmproving the coordinated managenent of funding
i ssues and custoner enroll nments, establishing a process for
collecting informati on on program costs, hel pi ng renove
uncertainty over costs chargeable to the |Iow incone portion of
the SBC, and hel ping ensure that recoverable start-up and
ongoi ng adm ni strative costs are proper and reasonabl e.

Regar di ng the question of inposing a cap on program
adm ni strative costs, SOHO basically reiterates argunents it and
GOECS nade in their post-hearing briefs. See Order No. 23,980,
slip op. at 23-24, 27-28. SOHO all eges that the Conm ssion’s
own consul tant reconmended a cost cap and suggested a cap of
10% SOHO states that a cost cap need not be nade so tight that
it cannot be tenporarily lifted on a case by case basis when a
party subject to a cost cap denonstrates “necessity and good
cause.”
Regardi ng the question of the Conmm ssion’s

i nvestigation of program admi nistrative costs, SOHO argues that
t he Conmi ssion should continue to anal yze the adm nistrative
cost estimates for the TDP in order to ensure that the program
furthers the | egislative purpose of having a | owincone program
wth a “high operating efficiency” as specified in RSA 369-
B:1, XIll. SOHO says the public interest will be served by

determning the true adm nistrative costs of the program and the
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failure to pursue and conplete the review of adm nistrative
costs woul d be unlawful, unreasonabl e and unjust.
B. GOECS

GOECS supports SOHO s requests that the Conm ssion
establish a process for prior review and approval of al
adm ni strative costs for the TDP, inpose an initial cap on
adm ni strative costs for each entity seeking rei nbursenent from
the SBC, and conplete a thorough review of the estinmated
adm nistrative costs of the TDP now rather than waiting until
the TDP has been in effect for one year.

GOECS says it remains concerned that the Comm ssion’s
reasons cited in Order No. 23,945 for “review and approval” of
adm ni strative expenditures prior to programinplenentation
still exist. Noting its requests to the Commr ssion for explicit
clarification of recoverable admnistrative costs, thorough up-
front review of all admi nistrative costs, and a reasonabl e cap
of those costs, GOECS says it continues to believe that
rat epayer funded prograns should be as admnistratively
efficient as possible.

[11. COVM SSI ON ANALYSI S

SOHO s Motion for Rehearing and GOECS comments

reflect their concern that TDP costs charged to the | ow-incone

portion of the systens benefit charge be carefully controll ed.



DE 02-034 - 6 —
We share the concern for maintaining a high |evel of operating
efficiency and maxim zing the dollars avail able for assistance
to the intended beneficiaries of the TDP. See e.g., Electric
Utility Restructuring-Energy Assistance Program 85 NH PUC 676,
681- 682 (2000); Order No. 23,945, slip op. at 17-18, 22); Oder
No. 23,980, slip op. at 45-46, 50-52, 55-57. However, we think
the Order and the subsequent actions to inplenent the O der
effectively address these concerns.
For exanple, regarding the question of budgets, the
Conmi ssi on st ated,
For the purpose of identifying the |evel of funds avail able
for program benefits, we will require the utilities, GOECS
and CAA to submt budgets 30 days fromthe date of this
order for the start-up and adm ni strative costs projected
for the TDP... During the first year of the program each
utility shall file a quarterly report with the Conm ssion

detailing its actual start-up and adm nistrative costs as
well as lowincone related SBC revenues to date. At the end

of the programyear, we will reviewthe filings made and
determ ne the appropriate |level for recovery at that
tinme. ..

For subsequent program years, as provided for in Order No.
23,945, utilities shall submt annual budgets no later than
60 days prior to the start of the programyear. GOECS and
CAA shall also submt budgets for subsequent program years
no later than 60 days prior to the start of the program
year. Order No. 23,980, slip op. at 51-52.
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The approach set forth requires the utilities, GOECS
and CAA to submit budgets of projected start-up and
adni ni strative costs in advance of the TDP's operation.* W
specifically deci ded agai nst pre-approving costs based on the
budgets submtted by the utilities. Instead, during the first
year of the program utilities are required to file quarterly
reports with the Comm ssion detailing their actual start-up and
adm ni strative costs as well as their |owinconme related SBC
revenues. At the end of the programyear, we will reviewthe
filings made and determ ne the appropriate | evel of recovery.
Duri ng subsequent years, at a tinme when we wll have gai ned
val uabl e experience with the actual operation of the TDP, we
will followthe process laid out in Order No. 23,945, in which
the utilities, GOECS and CAA are required to submt budgets in
advance for approval, subject to audit.
We recogni ze that the Order adopts a somewhat different approach
to budgets and cost recovery for the first programyear than
that outlined in Order No. 23,945. Nevertheless, we think the
reasoni ng expressed therein applies equally well in support of

our ruling in the Oder. 1In addition, we continue to believe

“The utilities are also required to submt their projected SBC collections
for the period July 1, 2002 and October 1, 2002 at a 1.2 m | per kilowatt-

hour | evel along with their recomendations for the treatnent of any excess
interimEAP funds they may hold. Order No. 23,980 slip op. at 52-53.



DE 02-034 - 8 -
that the process set forth in the Oder will be nore effective
in achieving the goals we share with SOHO and GOECS t han t hat
outlined in Order No. 23, 945.
Regardi ng the rel ated question of the Comm ssion’s
i nvestigation of program adm nistrative costs, we understand
that Staff is nowin the process of doing substantially that. W
expect Staff to conplete its review of projected program
revenues and expenses and to keep us inforned on a tinely basis
of any potential issues or problens that are reveal ed through
its review. W encourage SOHO and GOECS to advise Staff of any
budget areas requiring particular attention in their opinion.
O course, we al so expect the program participants to cooperate
with Staff in this endeavor
SOHO and GOECS argued for a cost cap in their post-
hearing briefs. In the Order, we rejected their argunent, as
fol |l ows:
“Cappi ng, or disallow ng, adm nistrative costs creates
several problens. The TDP is not a programw th which the
Commi ssion or the utilities have a track record, therefore
establishing a reasonable cap at this time is problematic.
A cap set too low could result in the subsidization of the
TDP through distribution rates. Conversely, a cap set too
hi gh may needl essly divert funds that could otherw se be
used to provide benefits to custonmers. W decline to set

an arbitrary cap on admnistrative costs.” O der No.
23,980, slip op. at 51
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SOHO and GOECS have not advanced any persuasive new
reasons or information in support of their argunent. SOHO
asserts in effect that the Conmm ssion’s own consul tant
recomended a 10% cost cap. Fromour review of the record, we
do not understand this to be the case. The Conm ssion’s
consul tant, Roger Colton, assuned a figure of 10% of total
program costs for certain purposes related to nodeling the
financi al operation of the TDP® and he testified that placing a
cap on administrative costs is a “conmon policy choice in
delivering public benefits prograns...”® This is different than
recommendi ng a 10% cap on the TDP, however.

There is insufficient evidence in the record to
determ ne what woul d be an appropriate TDP cost cap. Mking the
cost cap tenporarily flexible, as suggested by SOHO does not
gi ve us confidence that an arbitrarily chosen cap can be
efficiently and effectively adm ni stered.

SOHO and GCECS argue that the Order is unjust,
unreasonabl e or unlawful in respect to the three matters
conpl ai ned about. For the reasons set forth above, we deny the

nmotions. W note our decision is consistent with the

5See Transcript Day 1, page 56, lines 18-19; Exhibit No. 2, Program

Dat a/ Expendi t ures Spreadsheet (page 2 of Program Data Spreadsheets); Exhibit
No. 3, page 2.

6 Transcript Day 1, page 57, lines 2-3.
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| egislative Fiscal Conmttee's approval of the program fundi ng
mechani sm

Based upon the foregoing, it is hereby
ORDERED, SOHO s Mbtion for Rehearing is denied.
By order of the Public Utilities Comm ssion of New

Hanpshire this twenty-fourth day of July, 2002.

Thomas B. Getz Susan S. Cei ger Nancy Brockway
Chai r man Commi ssi oner Comm ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary



