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Chapters 4901:1-17 and 4901:1-18 and

Rules 4901:1-5-07, 4901:1-10-22, 4901:1-13-11,
4901:1-15-17, 4901:1-21-14, and 4901:1-29-12 :
of the Ohio Administrative Code. :

Case No. 08-723-AU-ORD

REPLY COMMENTS
OF
THE OHIO DEPARTMENT OF DEVELOPMENT

Introduction

By its entry in this docket of June 25, 2008, the Commission called for comments from
interested parties with respect to staff-proposed revisions to the Commission’s rules governing
the credit requirements and disconnection procedures of natural gas companies, including the
rules relating to the gas Percentage of Income Payment Plan (“PIPP”) program. In its entry, the
Commission also requested responses from interested participants with respect to several series
of questions designed to elicit informaﬁn;.un relevant to the Commission’s consideration of the
proposed rufes.’

The Ohio Department of Development (“ODOD”) timely filed initial comments on
September 10, 2008. In its initial comments, ODOD noted that, in its role as administrator of the
electric PIPP program, it was currently considering revisions to its rules governing electric PIPP,
and emphasized the desirability of aligning the gas and electric PIPP programs to the extent
possible. ODOD also responded to the set of questions posed in Appendix A to the entry relating

to energy conservation programs for low-income customers. In these reply comments, ODOD

! See June 25, 2008 Entry, Appendix A.
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will again focus on the provisions of the proposed rules relating to the gas PIPP program in view
of the relevance of these provisions to ODOD’s electric PIPP rulemaking proceeding and to
ODOD’s community action agency partners that serve low-income populations. Among other
topics, these reply comments will again address the desirability of aligning the gas and electric
PIPP programs and will also discuss the importance of increasing payments by PIPP customers
participating in these income-based utility bill payment programs and suggested improvements
to the arrearage crediting program. In addition, ODOD will also provide information responsive
to the set of questions in Appendix A of June 25, 2008 entry relating to low-income payment

programs.

Appendix A — Laow-Income Payment Programs

Paragraph 10 of the June 25, 2008 entry sets out the goals of the staff’s proposed electric
PIPP program. The initial inquiry in the series of Appendix A questions relating to low-income
payment programs asks for comment on whether there are goals, other than those articulated in
paragraph 10, that should be included in the Commission's evaluation of a low-income customer
payment plan, whether any of the stated goals are inappropriate, and if so, why they are
inappropriate. ODOD endorses the stated goals of the staff’s proposed PIPP program, and, in the
reply comments that follow, will identify certain features of low-income customer payment plans
that ODOD believes to be important in achieving these goals. ODOD believes that restructuring
the gas and electric PTPP programs is essential to protect Ohio’s most vulnerable families from
rapidly rising energy costs. However, the fundamental protection of the PIPP programs — basing
payments on a percentage of the PIPP customer’s income rather than on the rates charged by the
utility — must be preserved. That said, it is important to recognize that, for some PIPP customers,

paying for energy services based on a specified percentage of income may still be difficult to




afford. Thus, there is no absolute measure of what is affordable and a one-size-fits-all program
will not meet the needs of all PIPP program participants all of the time.

The remaining questions in this set seek data demonstrating the efficacy of various low-
income customer payment plan models as well as proposed alternatives to the plan advanced by
staff. ODOD has performed analyses of data collected as a part of its electric PIPP rule revision
effort that goes to these issues, and has previously presented these analyses to the Commission at
the Commission’s public meeting on January 9, 2008. In lieu of responding specifically to each
of these questions, ODOD has updated its earlier presentation to reflect more current data, and
has attached this presentation as Attachment A to these reply comments to assist the Commission

in its consideration of these matters.

Level of Required PIPP Customer Payments

In their initial comments, the Office of the Ohio Consumers’ Counsel (“OCC”) and other
low-income advocates have urged that the level of the percentage of the income PIPP customers
are asked to pay to preserve utility service be substantially reduced. This argument begs the
question of whether the PIPP program is intended to provide a complete economic solution for
all customers that may be eligible for the program, no matter how economically challenged they
may be. The position taken by OCC and the low income advocates implies that, no matter how
great the customer’s need for energy assistance, PIPP is the answer. However, PIPP, by
definition, is a payment program predicated on PIPP customers making regular monthly
payments toward the cost of their utility service. The gas and eleciric PIPP programs are paid for
by all ratepayers. Indeed, the cost of electric PIPP has increased from $83,719,662 in 2006 to

$121,639,199 in 2008. Thus, the desire of OCC and the other low income advocates to make the




percentage of income amount more affordable — a desire heartily shared by ODOD — must be
balanced against the overall cost and sustainability of the PIPP program.

Simply put, the PIPP program may not be the best option for all customers who qualify to
participate. Despite the benefits that the PIPP program bestows, some PIPP customers will still
find it necessary to seek supplemental assistance from local community action agencies, county
job and family services agencies, faith-based and other charitable organizations, and even other
individuals in order to maintain utility service. Such customers may also require additional
support for housing, food, medicine, and other essentials of life. Although ODOD and its partner
community action agencies will continue to play a key role in helping those very low income
customers acquire the assistance they need, both ODOD and the Commission have the
responsibility to assure that the PIPP programs they administer are on firm financial footing as
changes to the programs are implemented. Thus, notwithstanding the desire to make PIPP as
affordable as possible, neither ODOD nor the Commission can respansibly turn a blind eye
toward the impact of the PIPP program on utility ratepayers generally and must, through their
respective rules, foster qualifying customers’ successfil participation in PIPP. In recognition of
this responsibility, ODOD’s proposed electric PIPP rules contain various features intended to
enhance the opportunity for PIPP customers to benefit from participation in PIPP, while, at the
same time, providing incentives for PIPP customers to eventually migrate from the program.
Consistent with the staff’s stated goal of aligning the gas PIPP program with the electric PIPP
program, ODOD urges the Commission to consider incorporating these features in the gas PIPP

rules ultimately adopted in this proceeding.




Standard Monthly Payment Amount

As a part of its own effort to align the two PIPP programs, ODOD’s proposed rules
follow the Commission’s gas PIPP rules by requiring electric PIPP customers to pay the same
amount for electri¢ service each month year-round. Currently, electric PIPP customers must pay
the higher of either their PIPP percentage of income-based payment or their electric bill during
the summer season. With the proposed change, electric PIPP customer energy bills would no
longer fluctuate in the summer, which should make it much easier for PIPP customers to manage
their monthly expenses. Indeed, many residential customers at all income levels choose “budget
billing” as a budget management tool. During focus group interviews conducted in 2005, PIPP
customers indicated that a standard, uniform payment amount would help them meet their PIPP
payment obligations.” Although the staff-proposed gas PIPP rules retain the standard payment
amount feature, ODOD believes it might be helpful to share its findings in this regard with the
Commission.

Focus group participants consistently discussed the difficulty experienced in paying their
electric bills in the summer, noting that the requirement to pay the actual bill during the summer
(when higher than the PIPP payment amount) made planning difficult and drove up the need for
additional assistance by the end of the year. In March of 2008, ODOD sought input from
community action agency staff with respect to potential changes to the electric PIPP program.
Community agency staff personnel, including those involved in intake and case management
work on behalf of electric PIPP customers, were asked: To what extent, if any, do vou agree that
PIPP customers would make regular, monthly electric PIPP payments if amounts were standard

year round? The possible response options included: to a great extent, to some extent, to a

% Trigd Research Group, “Focus Groups With PIPP Participants”, prepared for the Office of Community Services,

Ohio Department of Development and Ohio Partners for Affordable Energy, No. 05-2218, June, 2005,



limited extent, and to no extent. Of the 280 persons who answered this question, 170, or 60%
selected “to a great extent,” while 89, or 31%, selected “to some extent” in response to this
question. Thus, ODOD supports retention of the year-round standard payment amount for gas
PIPP and intends to align the electric PIPP program with the gas PIPP program by standardizing
the monthly electric PTPP payment. ODOD believes that predictable, uniform monthly PIPP
payments during the summer period will help to keep customers connected and reduce the
number of customers finding it necessary to request emergency assistance or utilize the
Commission’s Winter Reconnect Order. In addition to the standard payment amount, ODOI)’s
rules will require PIPP customers that are disconnected for failure to pay PIPP installments to
make up missed PIPP installments as a condition of re-enrollment. This provision is intended to

interrupt the seasonal cycle of disconnection that has plagued the PIPP program.

Increased Number and Toral Dollar Amoeunis of PIPP Payments

Although a standardized year-round PIPP payment amount facilitates PTPP customer
payment activity and increases the dollar amount of PIPP payments made, ODOD’s proposed
electric PIPP rules contemplate using multiple communication channels to remind PIPP
customers that it is time to make their monthly PIPP payment. These channels may include
automated calls, personal letters, or e-mails. ODOD would encourage the Commission to
consider a similar feature to bolster the payment activity and the level of payments by gas PIPP

customers.

Arrearage Crediting Programs
ODOD believes that the arrearage crediting provision contained its proposed electric

PIPP rules deserves careful consideration by the Commission in the context of this gas PIPP




rulemaking proceeding. ODOD’s proposed arrearage crediting program represents a major step
toward encouraging PIPP customers’ successful migration from the PIPP program because it
removes the heavy burden of accumulated and accumulating arrears for those customers who
timely pay their monthly PIPP installments. Based on input from PIPP customers, consumer
advocates, community action agencies, the Public Benefits Advisory Board, and other parties,
ODOD believes that the monthly arrearage crediting feature of its proposed electric PIPP rules
represents a powerful incentive to PIPP customers to timely pay their monthly PIPP installments.

ODOD submits that its proposed arrearage crediting program will be easier for customers
to understand and easier to administer than the program now under consideration in this case and
that it will also achieve the goal of getting the “arrearage monkey” off the backs of PIPP
customers more quickly. Because customers will see an immediate credit every time they pay a
PIPP installment on time, customers will work harder to pay their PIPP bill on time.

0ODOD, in cooperation with local community action agencies and others, intends to make
sure PIPP customers know about arrearage crediting. Almost no PIPP customers participating in
ODOD’s focus groups were aware that arrearage crediting programs even existed. Of those
customers who were familiar with arrearage crediting, some pointed out that they could not be
assured of being able to make 36 consecutive payments on time as required by the current gas
arrearage crediting program as a result of factors such as the relation of the due date of the PIPP
bill to the date the customer got paid. Customers lamented the fact that, under the existing
arrearage crediting programs, if they missed a single payment due date, they had to start all over

again. Some urged that there be a grace period or more flexibility with regard to being late on a

payment.




0DOD’s proposed arrearage crediting program defines being “on time” broadly in order
to give customers every opportunity to make a payment and gives electric PIPP customers, who
do pay, an arrearage credit every month the bill is timely paid. If a customer is late or fails to
pay in one month, he or she can still earn an arrearage credit the next month by paying on time
and in full. ODOD encourages the PUCO to continue to work with the ODOD to align
arrearage crediting provisions contained in the proposed gas and electric PIPP rules and to
carefully consider areas where implementation complexities may require clarification or
adjustment.

Contrary to the assertions of some low income advocates that low income customers are,
by necessity, always focused “in the moment” and, therefore, do not concern themselves with
accumulated debt, ODOD has found, through focus groups, public hearings, its hotline, and input
from local community action agencies’ that the substantial arrearages accrued by PIPP customers
are a disincentive to get off of the program, result in poor credit ratings and limit PIPP
customers’ future access to credit, and are a terrible psychological burden for PIPP customers.
For example, during a recent meeting with local agency staff, one intake worker (who is also a
PIPP customer) spoke of her excitement about arrearage crediting provisions contained in the
proposed electric PIPP rules, noting the anxiety she expetiences over the large amount that she
owes despite making regular PIPP payments. Arrearage crediting programs should provide relief

to conscientious PIPP customers as a reward for on-time payments.

3 Insome cases, in agencies around the state, community action agency and non-profit employees are also PIPP

customers and/or beneficiarics of other low income energy programs such as the Home Energy Assistance Program.

These community workers are among the cadres of the working poor. Their opinions on how to improve electric
PIPP were especially important (o ODOD because they provided both a PIPP customer perspective and a service
delivery/case management perspective to ODOD’s considerations around electric PIPP.




Creation of Incentives for PIPP Customers to Conserve Energy

An enduring weakness of the both the gas and electric PIPP programs is the lack of a
linkage between the price the customer pays to the amount of energy the customer consumes.
No matter how much energy a PIPP customer consumes, his or her price for that quantity of
consumption is based solely on income. Although ODOD is not convinced that most PIPP
customers consume electricity and gas with abandon as a result, ODOD will work to determine if
there may be effective ways to discourage excess consumption if and where it exists and to
promote the wise use of energy.

The staff proposes in Rule 4901:1-18-14(B) to address energy usage by establishing an
incentive mechanism that offers PIPP and graduate PIPP customers the opportunity to reduce
outstanding arrearages in return for conserving energy. In its initial comments, ODOD
recommended consideration of an alternative arrearage crediting approach tied to the customer’s
level of usage reduction and to the maintenance of their reduced level of usage. ODOD has
continued to consider the conservation incentive proposed by the PUCO and other possible
alternatives. ODOD suggests that the Commission consider evaluating the merits of creating an
incentive for PIPP customers to reduce usage by lowering the percentage of income amount that
conservation-conscious PIPP customers are required to pay. Any such approach considered
should be reasonably simple to administer and should include provisions to encourage
customers to continue to maintain usage as a reduced level after accomplishing some initial level

of reduction.

ODOD appreciates the opportunity to submit these reply comments, and urges the
Commission to adopt these comments as well as its earlier initial comments in formulating the

final version of the rules now under consideration.
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Respectfully submitted,

AT

Barth E. Royer

Bell & Royer Co., LPA

33 South Grant Avenue
Columbus, Ohio 43215-3927
(614) 228-0704 — Phone
(614) 228-0201 — Fax

BarthRover@aol.com — Email

Attorney for
The Ohio Department of Development
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