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Low-income families are losing the struggle to keep up with heating and electricity bills in the face of volatile and increasing prices. 

Restoring price stability requires longer-term and more frequent contracting, such as Connecticut’s dollar-cost averaging approach and Maine’s multi-year purchasing. Efficiency has been an important tool in controlling low-income utility bills and renewables (defined to include solar hot water heating) could be, too.
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MASSACHUSETTS HOME ENERGY BURDENS Typical family, 2003
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After LIHEAP payments, the Massachusetts low-income energy burden has almost tripled and is now more than double that of the median income family. Low-income families not receiving LIHEAP now spend 18% or more of their small incomes for home energy, more than triple the burden of the median income family.

Although typical residential home energy bills jumped 60%, low-income bills almost doubled. Bills leapt because natural gas commodity prices, passed through both gas and electricity bills, more than doubled. At the same time, the winter was 30% colder than last winter.

Low-income bills jumped even more because the value of the low-income discount – which is not applied to the commodity portion of the bill – was cut in half.

After LIHEAP payments, the share to be paid by low-income families almost tripled. There is no way low-income families can budget for this, especially in a period when many other supports are under attack – from medical care to the Earned Income Tax Credit. The boom of the ‘90s increased the top fifth of Massachusetts incomes (inflation-adjusted) by 14%, but the bottom 40% actually lost 7%. Now, rising unemployment affects the lowest-income families first and worst.

The not-very-surprising result: low-income heating utility arrears tripled – before the cold really settled in. Now bills are headed up again.
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LARGE MASSACHUSETTS GAS COMPANY: 30+ Day Arrears at February 2003 

(LIHEAP Customers, January bills for December usage)
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New England wholesale electricity prices became very volatile after restructuring.

[image: image9.wmf]New England wholesale electricity $/Mwh

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

Jan-93

Apr-93

Jul-93

Oct-93

Jan-94

Apr-94

Jul-94

Oct-94

Jan-95

Apr-95

Jul-95

Oct-95

Jan-96

Apr-96

Jul-96

Oct-96

Jan-97

Apr-97

Jul-97

Oct-97

Jan-98

Apr-98

Jul-98

Oct-98

Jan-99

Apr-99

Jul-99

Oct-99

Jan-00

Apr-00

Jul-00

Oct-00

Jan-01

Apr-01

Jul-01

Oct-01

Jan-02

Apr-02

Jul-02

Oct-02

Jan-03

Apr-03

Jul-03

JerroldOppenheim  www.DemocracyAndRegulation.com

Source: ISO-New England


Massachusetts retail electricity prices have been very volatile since restructuring. Between 1998 and 2001, some prices tripled.
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Wholesale natural gas prices have been increasingly volatile since federal deregulation (1985-1993), especially in the winters of 2000-2001 and 2002-2003. Some Projections for this winter range beyond $10 per Mcf. This volatility affects both gas heating and electricity prices.
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Massachusetts retail gas commodity prices have become particularly volatile in recent years, especially in the winters of 2000-2001 and 2002-2003 when prices about doubled. 
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MASSACHUSETTS HOME ENERGY BILLS Typical family, 2003
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Longer-term contracts can make prices more stable. On average Cape Light’s 22 month contract has been about 15% less costly to residential consumers than the DTE-mandated six-month contracts for Default Service. A mix of contract lengths, like dollar-cost-averaging, would yield even more stable prices.
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Laddering (dollar-cost averaging) of electricity purchases
Section 16-244c of the Connecticut General Statutes (Effective July 1, 2003), Public Act No. 03-13 (2003):
(c) (1) On and after January 1, 2007, each electric distribution company shall provide electric generation services through standard service to any customer who (A) does not arrange for or is not receiving electric generation services from an electric supplier, and (B) does not use a demand meter or has a maximum demand of less than five hundred kilowatts. 
* * *

(3) An electric distribution company providing electric generation services pursuant to this subsection shall mitigate the variation of the price of the service offered to its customers by procuring electric generation services contracts in the manner prescribed in a plan approved by the department. Such plan shall require the procurement of a portfolio of service contracts sufficient to meet the projected load of the electric distribution company. Such plan shall require that the portfolio of service contracts be procured in an overlapping pattern of fixed periods at such times and in such manner and duration as the department determines to be most likely to produce just, reasonable and reasonably stable retail rates while reflecting underlying wholesale market prices over time. The portfolio of contracts shall be assembled in such manner as to invite competition; guard against favoritism, improvidence, extravagance, fraud and corruption; and secure a reliable electricity supply while avoiding unusual, anomalous or excessive pricing. The portfolio of contracts procured under such plan shall be for terms of not less than six months, provided contracts for shorter periods may be procured under such conditions as the department shall prescribe to (A) ensure the lowest rates possible for end-use customers; (B) ensure reliable service under extraordinary circumstances; and (C) ensure the prudent management of the contract portfolio. An electric distribution company may receive a bid for an electric generation services contract from any of its generation entities or affiliates, provided such generation entity or affiliate submits its bid the business day preceding the first day on which an unaffiliated electric supplier may submit its bid and further provided the electric distribution company and the generation entity or affiliate are in compliance with the code of conduct established in section 16-244h.
(4) The department, in consultation with the Office of Consumer Counsel, shall retain the services of a third-party entity with expertise in the area of energy procurement to oversee the initial development of the request for proposals and the procurement of contracts by an electric distribution company for the provision of electric generation services offered pursuant to this subsection. Costs associated with the retention of such third-party entity shall be included in the cost of electric generation services that is included in such price.
Language proposed in Massachusetts

Insert at the end of  G.L. c. 164, sec. 1B(d) the following - : In implementing the provisions of this section, the department shall mitigate the variation of the price of the default service by requiring each distribution company to procure electric generation contracts in the manner prescribed in a plan approved by the department. Such plan shall require the procurement of a portfolio of contracts sufficient to meet the projected load of the default service. Such plan shall require that a portfolio of multiple contracts be procured in an overlapping pattern of fixed periods at such times and in such manner and duration as the department determines to be most likely to produce just, reasonable and reasonably stable retail rates. The portfolio of contracts shall be assembled in such manner as to invite wholesale competition; guard against favoritism, improvidence, extravagance, fraud and corruption; and secure a reliable electricity supply while avoiding unusual, anomalous or excessive pricing. The portfolio of contracts procured under such plan shall be for terms that vary between six months and the maximum number of years reasonably procurable.

Administrative remedies

Directly addressed to pricing and portfolio management

· RESOURCE PROCUREMENT PROCEEDINGS (e.g., RFP review)

· INTEGRATED RESOURCE PLANNING

· DEFAULT SERVICE/STANDARD OFFER PRICE-SETTING

· FUEL ADJUSTMENT CLAUSE (proceedings with various names)

· RULEMAKING PETITION

· RATE CASE participation

Indirectly addressed to pricing and portfolio management

· EFFICIENCY AND WEATHERIZATION

· LOAD MANAGEMENT (“DEMAND RESPONSE”)

· PRACTICAL RENEWABLES (e.g., solar domestic hot water)

· HOUSING REHAB

· CASH ASSISTANCE

· LIHEAP

· FUEL FUNDS

· DISCOUNT RATES

· OUTREACH

· CASE MANAGEMENT

· PAYMENT PLANS

· COUNSELLING

· ARREARAGE MANAGEMENT

Jerrold Oppenheim is an independent consultant and attorney who has advised and represented low-income utility consumers and advocates across the country for more than 30 years. A graduate of Harbard College and Boston College Law School, he led utility litigation for four Attorneys General in New York State and Massachusetts and for Legal Services in Chicago and New York City. He has spoken and published internationally, including Democracy And Regulation with Theo MacGregor and Greg Palast, published this year by Pluto Press (*London).
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