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SUBMISSION OF PROPOSED ORDER
Joint Petitioners, Indiana Gas Company, Inc. d/b/a Vectren Energy Delivery of
Indiana, Inc. ("IGC"), Southern Indiana Gas & Electric Company, d/b/a Vectren Energy
Delivery of Indiana, Inc. ("SIGECO) and the Board of Directors for Utilities of the
Department of Public Utilities of the City of Indianapolis, as Successor Trustee of a
Public Charitable Trust, d/b/a Citizens Gas & Coke Utility ("Citizens"), by counsel,
hereby submit for the Commission's consideration and use the proposed Order attached
hereto. The proposed Order has been reviewed and approved by the Indiana Office of
Utility Consumer Counselor, as well as Intervenors, Citizens Action Coalition of Indiana,
Inc. and the Manufacturing and Health Providing Customers.
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APPROVED:

BY THE COMMISSION:
David W. Hadley, Commissioner
A. Thomas Cobb, Administrative Law Judge
On March 4,2004, Indiana Gas Company, Inc. d/b/a Vectren Energy Delivery of Indiana,
Inc. ("IGC"), Southern Indiana Gas & Electric Company, d/b/a Vectren Energy Delivery of
Indiana, Inc. ("SIGECO") and the Board of Directors for Utilities of the Department of Public
Utilities of the City of Indianapolis, as Successor Trustee of a Public Charitable Trust, d/b/a
Citizens Gas & Coke Utility ("Citizens") (collectively, the "Petitioners"), filed a Verified Joint
Petition seeking approval of Alternative Regulatory Plans ("ARPs") under which each Petitioner
would implement a pilot "Universal Service Program" upon Commission approval of their
respective ARPs.
On March 5,2004, IGC and SIGECO (together "Vectren") entered into a Stipulation and
Settlement Agreement with the Indiana Office of Utility Consumer Counselor ("OUCC"), and
filed it with the Commission. Also, on March 5,2004, Citizens entered into a Stipulation and

Settlement Agreement with the OUCC and filed it with the Commission. The Stipulations set
forth the provisions of each Petitioner's proposed ARP, including the terms and conditions
governing their respective Universal Service Programs.
On March 12,2004, Citizens Action Coalition of Indiana, Inc. ("CAC") filed a Petition to
Intervene and to be made a party in the proceeding, which was granted by Docket Entry dated
March 18,2004. An ad hoc group of Joint Petitioners' customers known as the Manufacturing
and Health Providing Customers ("MHPC") filed a Petition to Intervene on April 5,2004, which
the Commission also granted by Docket Entry on April 7,2004.
On April 30,2004, Petitioners and the OUCC entered into and filed with the Commission
Amended Stipulation and Settlement Agreements. The primary difference between the original
Stipulations and the amended Stipulations was that under the amended Stipulations, customers
eligible to participate in the Program would receive one of three tiered percentage reductions in
their bills based on certain criteria. Under the original Stipulations, each petitioning utility's
eligible low income customers were to receive the same flat percentage reduction approved by
that utility.
Also on April 30, 2004, Joint Petitioners filed the Direct Testimony and Exhibits of
Gregory A. Sawyers, Citizens' Director of Customer Services, and L. Douglas Petitt, Vectren's
Vice President of Government Affairs, in support of the Amended Stipulations. The OUCC filed
the Direct Testimony and Exhibits of Mathew G. Parsell in support of the Amended Stipulations
on April 30,2004.
On May 28,2004, CAC filed the Direct Testimony and Exhibits of Roger D. Colton and
MHPC filed the Direct Testimony of Nicholas Phillips, Jr. Joint Petitioners filed the Rebuttal
Testimony of Mr. Sawyers and the Rebuttal Testimony of Mr. Petitt on June 7,2004. Also on

June 7,2004, CAC's witness Colton and MHPC's witness Phillips filed cross-answering
testimony.
Prior to the June 17,2004 evidentiary hearing, the Parties engaged in ongoing settlement
discussions. As a result of those discussions, the Parties reached a settlement in principle of all
issues in this proceeding.
Pursuant to notice duly published as required by law, the public evidentiary hearing was
commenced in Room TC-10 of the Indiana Government Center South on June 17,2004 at [1:00]
P.M. Petitioners, the OUCC, CAC and MHPC appeared, by counsel, and participated in the
evidentiary hearing. During the hearing, Petitioners' Direct Testimony and Exhibits and
Rebuttal Testimony were admitted into evidence without objection. The Direct Testimony and
Exhibits of the OUCC, CAC and MHPC, also were admitted into evidence without objection, as
well as Intervenors' cross-answering testimony. At the close of the public evidentiary hearing,
the Commission scheduled a settlement hearing for purposes of considering a formal settlement
agreement to be filed by the parties and any evidence in support of that agreement.
On July 15,2004, Petitioners, the OUCC, CAC and MHPC entered into and filed with
the Commission a "Stipulation and Settlement Agreement Among All Parties" (the
"Stipulation"). A copy of the Stipulation is attached hereto and incorporated herein by reference.
Also on July 15,2004, Petitioners filed the Supplemental Testimony and Exhibits of Gregory A.
Sawyers and L. Douglas Petitt in support of the Stipulation.
Pursuant to notice duly published as required by law, a settlement hearing was
commenced in Room TC-10 of the Indiana Government Center South on August 5,2004 at 9:30
A.M. Petitioners, the OUCC, CAC and MHPC appeared, by counsel, and participated in the
settlement hearing. Prior to going on the record, the Presiding Officers were advised that

Douglas A. Karl would adopt the Supplemental Testimony and Exhibits of L. Douglas Petitt.
During the hearing, Petitioners' Supplemental Testimony and Exhibits were admitted into
evidence without objection. The Stipulation was admitted into evidence as Joint Exhibit 1. No
party cross-examined Joint Petitioners' witnesses with respect to their Supplemental Testimony.
However, Joint Petitioners' witnesses Gregory A. Sawyers, on behalf of Citizens, and Douglas
A. Karl, on behalf of Vectren, responded to questions from the Presiding Officers as a panel.
Based on the applicable law and evidence of record, the Commission now finds:
1.

Corn~nissionJurisdiction and Notice. Proper legal notice of the hearing in this

Cause was given as required by law. Citizens, IGC and SIGECO respectively published legal
notice of the filing of the Petition seeking approval of an ARP, as required by LC. 8-1-2.5-6(d).
Proof of publication of the notices was made a part of the record at the hearing. Citizens is a
municipally owned gas utility subject to the Commission's jurisdiction under I.C. 8-1-11.1-1.
IGC and SIGECO are bbpublicutilities" and "gas utilities" subject to the Commission's
jurisdiction. Each of the Joint Petitioners is an "energy utility" under I.C. 8-1-2.5-2. The
Commission has jurisdiction over the parties and the subject matter of this proceeding.
2.

Petitioners' Characteristics. IGC is an operating public utility incorporated

under the laws of the State of Indiana, and has an office at 20 N.W. Fourth Street, Evansville,
Indiana. IGC has charter power and authority to engage in, and is engaged in the business of
rendering gas distribution service solely within the State of Indiana under indeterminate permits,
franchises, and necessity certificates heretofore duly acquired. IGC owns, operates, manages,
and controls, among other things, plant, property, equipment and facilities, which are used and
useful for the production, storage, transmission, distribution and furnishing of gas service to
approximately 542,500 ultimate consumers in 311 communities and adjacent rural areas in 49

counties in the north central, central, and southern portions of Indiana.
SIGECO is an operating public utility incorporated under the laws of the State of Indiana,
and has an office at 20 N.W. Fourth Street, Evansville, Indiana. SIGECO has charter power and
authority to engage in, and is engaged in the business of rendering both gas and electric public
utility service in the State of Indiana. SIGECO owns, operates, manages, and controls, among
other things, plant and equipment within the State of Indiana used for the production,
transmission, delivery and furnishing of service to approximately 132,500 ultimate electric
customers and 144,000 ultimate gas customers in southwestern Indiana.
Citizens is a municipally owned gas utility and has its principal office at 2020 North
Meridian Street, Indianapolis, Indiana. Citizens has the power and authority to engage in, and is
engaged in, the business of rendering gas distribution service solely within the State of Indiana
under the terms of Ind. Code 8-1-11.1. Citizens owns, operates, manages, and controls, among
other things, plant, property, equipment and facilities, which are used and useful for the
production, storage, transmission, distribution and furnishing of gas service to approximately
262,000 residential, commercial and industrial customers in and around Marion County, Indiana.
3.

The Stipulation and Resulting ARPs. Under the terms of the Stipulation, each

Petitioner would implement a two-year pilot "Universal Service Program" ("Program") to begin
on January 1,2005 and end on December 31,2006. During the term of the pilot Program,
Petitioners' participating low-income customers will pay a reduced rate for natural gas service.
Petitioners may seek to implement the same or a different universal service type program to
begin any time after the pilot Program terminates on December 31,2006. However, any
subsequent program shall be initiated by a new petition filed with the Commission.

In response to questions from the Presiding Officers during the settlement hearing,

Petitioners' witness Sawyers indicated that the January 1,2005 start date was chosen to ensure
that as many eligible low income customers as possible will be enrolled in the Program prior to
its implementation. Customers enrolled prior to the January 1,2005 start date will pay a reduced
rate for gas service for a full twelve month period.
a.

Eli~bilitvRequirements and Assistance Provided. Eligible low-income

customers will be enrolled in the Program by existing Community Action Agencies through the
State's Energy Assistance Program ("EAP") enrollment process. During the settlement hearing
Petitioners witnesses indicated that their respective Companies already had begun working with
the Community Action Agencies in their service areas to ensure that they are notified quickly
when a new low-income customer enrolls.

In order for low-income customers to be eligible for assistance fiom the proposed
Program, the following criteria must be satisfied: (i) the customer's gross household income
must be at or below levels established for assistance fiom the State's EAP; (ii) the customer must
enroll in and qualify for assistance fiom the State's E M ; (iii) the customer's account must be
designated as residential gas service; (iv) the customer must reside at the service address; and (v)
there must be only one (1) account in the customer's name.
Petitioners are projecting a combined annual enrollment in the pilot Program of 21,000
low-income customers for IGC and SIGECO and 16,000 for Citizens. These estimates are based
on prior enrollment in the State's EAP program. The only limit placed on enrollment in the
Program is the requirement that an eligible customer must enroll in and receive funding fiom the
State's EAP program. Once funding for the State's EAP program is exhausted or the end of the
May 3 lSt),enrollment in the Program will end.
enrollment period is reached (k,

The net bill (not including their EAP benefits) for Citizens' low-income customers
eligible to participate in the Program, during its first year, will be either 9%, 18% or 24% lower
than the residential gas service bill. The net bill (not including their EAP benefits) for Vectren's
low-income customers eligible to participate in the first year of the Program will be either 15%,
26%, or 32% lower than the residential gas service bill. The State's Benefit Matrix, used in the

EAP application process, will determine which percentage reduction an eligible customer will
receive. The pre-determined tier structure was established jointly by the Family and Social
Services Administration ("FSSA") and Petitioners, using prior heating season low-income data.
Prior to the start of the second year of the Program, FSSA and Petitioners will use the Program's
first year heating season data to determine if any adjustments are needed to the percentages or
the tier structure.
Under the terms of the Program, each participating customer's EAP grant will continue to
be applied directly to customer bills, in the same manner as it has in the past and at the same time
as it otherwise would have. During the first year of the Program, the combined benefit of the
discount tiers and the standard EAP benefits will represent an approximate 27%, 40% or 50%
reduction in the overall heating costs to Citizens' eligible low-income customers and an
approximate 35%, 50% or 60% reduction in the overall heating costs to Vectren's eligible lowincome customers.
Under the pilot Program, additional funds will be provided for the weatherization of
homes of participating customers. Citizens will increase its annual weatherization program
funding to a minimum of $500,000 annually during the two years of the pilot program.' IGC
will designate $200,000 annually for use in weatherization projects. These funds will be used so
that customers enrolled in the Program with the highest annual usage can be referred to the State

weatherization program, or one of Citizens' or IGC's weatherization programs.
b.

Pronram Funding with Respect to Citizens. Citizens will fund its pilot Program in

the following manner. First, all weatherization costs and tiered percentage customer bill
reduction amounts will be placed into Citizens' "Universal Service Fund," as a balance to be
recouped. Citizens then will apply against this balance $950,000 fiom its existing support
programs (Warm Heart Wann Home Foundation, Weatherization Funds, GCA 50 Funds) and
$912,000 in new contributions fiom its unregulated funds.

In accordance with the Stipulation and Settlement Agreement approved in Cause No.
41605 on December 11,2002, Citizens will pass through to its customers via the Customer
Benefit Distribution ("CBD") a per unit credit that is at least equal to the amount of Citizens'
recovery through the CBD of FAS106 and FAS71 costs ('Matching Funds"). The Matching
Funds amount to $1,288,000 annually during the term of the pilot Program.
Citizens will incorporate per unit charges into its "Customer Benefit Distribution,
Universal Service Program Funding Tracker" to recover any unfunded balance in the "Universal
Service Fund" for residential, commercial, and industrial customers (including low-income
customers participating in the Program). The charges will be imposed commensurate with
Program implementation. Initially, the per dekatherm charge assessed Large Volume and
Interruptible customers will be one-half cent ($0.005) and the per dekatherm charge for Citizens'
remaining customers will be equivalent to the per dekatherm Matching Funds. The charge will
be trued up once, to be effective January 1,2006, the start of the last year of the pilot Program,
but in no event will the per dekatherm charges during the last year of the Program exceed one
cent ($0.01) for Large Volume and Interruptible customers and the per dekatherm Matching
Funds for Citizens' remaining customers.

' Citizens will dedicate previously committed GCA5O funds to support the increased weatherization activity.
8

In the event a funding deficit exists at the end of the pilot Program, Citizens may create a
regulatory asset and continue to use the above funding mechanism, or for good cause shown,
propose an alternate method to recover such deficit, without carrying charges. In the event
surplus funding exists at the end of the pilot Program, then such surplus will be included in
Citizens' subsequent CBD, unless Citizens obtains Commission approval to utilize such surplus
to assist in funding a subsequent Program.
c.

Promam Fundinn With Respect to Vectren. Vectren will fund its pilot Program in

the following manner. First, all customer bill reductions will be placed into IGC and SIGECO's
respective "Universal Service Funds," as a balance to be recouped. Vectren then will apply
against this balance all of IGC's and SIGEC07s"Share the Warmth" annual funding totaling
$500,000, plus h d s collected fiom donors and matched by IGC and SIGECO in accordance
with the terms of the "Share the Warmth" Program. Vectren also will contribute $25,000
annually fkom its "below-the-line" income to the "Universal Service Fund".
Any unfunded balance in the Vectren "Universal Service Fund" will be recovered fiom
per unit charges through a Rider ("the USF Rider7'),incorporated as part of residential,
commercial, and industrial distribution charges (including low-income customers participating in
the Program). The Vectren USF Rider will be implemented commensurate with Program
implementation based on estimates of eligible customer needs. Initially, the per dekatherm
charge on the USF Rider will be five cents ($0.05) for residential customers, three cents ($0.03)
for commercial customers and one-half cent ($0.005) for transportation customers. The USF
Rider will be trued up once, to be effective January 1,2006, the start of the last year of the pilot
Program, but in no event will the per dekathenn charges during the last year of the Program
exceed seven cents ($0.07) for residential customers, five cents ($0.05) for commercial

customers and one cent ($0.01) for industrial customers. Any increase or decrease to the USF
Rider will be applied proportionately across customer classes.

In the event there is any remaining deficiency at the end of the Program term, IGC and
SIGECO may create a regulatory asset and recover (without carrying charges) such deficiency
from their respective customers in the form of per dekatherm charges that do not exceed the
above limits. In the event surplus funding exists at the end of the pilot Program, then the surplus
will be returned to customers, unless IGC and SIGECO obtain Commission approval to use it to
assist in funding a subsequent Program.
d.

Annual True-UP. On June 30,2005, Petitioners will review the pilot Program to
1

determine whether their initial per dekatherrn charges need to be revised. Petitioners will file
any revisions to their respective Riders, consistent with the limitations described above, pursuant
to the Commission's thirty (30) day filing procedures and serve the other parties to this
proceeding with copies of any such filing. Upon Commission approval under the 30-day filing
process, or otherwise, revised charges would take effect on January 1,2006.
e.

Miscellaneous Provisions. Petitioners have agreed to absorb all costs associated

with administering their respective Programs. However, each Petitioner will continue to track
the administrative costs for review and consideration in fbtwe filings relating to the continuation
of the Program after December 31,2006. Any recovery by Petitioners of administrative costs is
limited to 5% of the cost of their respective Programs.
Petitioners will retain 50% of any net savings resulting from reduced write-offs of bad
debt. The remaining 50% of such net savings will be re-deposited into the respective "Universal
Service Funds." If, at the conclusion of the Program, a share of the net savings remains due to
customers, such savings will be provided to customers through the GCA or other appropriate

means for transportation customers.
On or before June 3othof each year of the pilot Program, Petitioners will submit reports
to the Commission and provide copies to the OUCC, MHPC and CAC, showing all necessary
and pertinent information from the previous heating season, which will permit the Commission
and the Parties to evaluate the performance and effectiveness of the Program in achieving its
goals and purposes.
The Stipulation fixther provides that in the event that during the term of the pilot
Program any of the Petitioners has a base rate case pending before the Commission, such case
shall not override the terms of the Stipulation. In any such base rate case, the respective
Petitioner's test year and pro forma expenses for the twelve (12) months following the end of the
test year shall neither include administrative costs related to the Program, nor any reduction to
bad debt expense resulting from the Program.
4.

Discussion and Findin~s.

a.

Approval of the P r o u r n Under the AUR Act. Petitioners are "energy utilities"

that commenced this Cause for the purpose of seeking Commission approval to implement
ARPs, pursuant to I.C. 8-1-2.5. Section 6(a) of the AUR Act authorizes the Commission to
adopt alternative regulatory procedures, and establish rates and charges that are in the public
interest, and enhance or maintain the value of the utility's energy services or properties. The
alternative regulatory plans and practices authorized by the AUR Act include practices,
procedures, and mechanisms focusing on the price, quality, reliability, and efficiency of service.
I.C. 8-1-2.5-6(a)(1).
Petitioners' witness Petitt testified that the Program will result in rates and charges
applicable to Petitioners' low-income customers that will promote efficiency. (LDP-S at 4.)

Vectren's qualifying low-income customers will receive at least 35% and up to a 60%reduction
in their monthly gas bill, taking into account their annual EAP grants. Citizens' qualifying lowincome customers will receive at least 27% and up to a 50% reduction in their monthly gas bill,
including their annual EM? grants. These discounts are intended to make winter heating bills
more manageable for Petitioners' low-income gas customers and provide them with an
opportunity to break the cycle of disconnection and reconnection. This break in the cycle is
expected to reduce service terminations, costs related to collections, customer arrearages and
Petitioners' outstanding accounts receivable. (LDP at 6.) Petitioners' witness Sawyers testified
that the remainder of Petitioners' customers will benefit &om the anticipated decrease in number
of defaults, and untimely payments, which otherwise would have resulted in higher costs being
imposed on them. (GAS-S at 11.)
According to Petitioners, the Program will further promote energy efficiency by requiring
participants to be responsible for a manageable portion of their natural gas bill, thereby giving
them an incentive to monitor and reduce usage, and if possible, to lower their monthly gas bills.
Petitioners testified that the weatherization aspects of the Program are designed to promote
energy efficiency through conservation.
Based on the fact that all parties have joined in the Stipulation and on Petitioner's
testimony that Petitioners' respective Programs will promote efficiency in the rendering of retail
energy services, the Commission finds that the approval of the terms of Petitioners' respective
Programs through ARPs, as envisioned by LC. 8-1-2.5, et. seq., is appropriate.
b.

Terms of Petitioners' Respective Programs. The Stipulation was the result of

extensive negotiations among the parties. The Commission has consistently observed that:
"Indiana law strongly favors settlement as a means of resolving contested proceedings."

Indianapolis Power & Light Co., (TURC 8/24/95), Cause No. 39936, p. 7 (citations omitted).
The policy is consistent with expressions to the same effect by the Supreme Court of Indiana.
See,
-,.~.e

Mendenhall v. Skinner & Broadbent Co., 728 N.E.2d 140,145 (Ind. 2000) ("The

policy of the law generally is to discourage litigation and encourage negotiation and settlement
of disputes.") We also have observed in the past, and reaffirm here, that the propriety of
regulatory settlements is enhanced when the settlement is supported by the OUCC. In Re Public
Service Co. of Indiana, Inc., 72 PUR 4th660, we said:
Because the OUCC is a party to the proposed settlement, the [Clomissionhas an
increased responsibility to carefully consider the merits of the agreement. The
utility consumer counselor is mandated by statute to "have charge of the interests
of the ratepayers and consumers of the utility . . . ." LC. 8 8-1-1.l-5(e). [The
UCC] represents all 5.4 million consumers of utility services in Indiana. . . .
Given his statutory mandate, this commission must carefully consider the merits
of any proposed settlement which the UCC supports as being in the best interests
of his constituency, the consumers.
Id.
- at 685.
In addition to our policy favoring settlement, Petitioners' witnesses Sawyers and Petitt
testified that the cost of gas commodity in the market place has traded at levels greater than five
times the cost level in the late 1990's. (LDP at 5.) Petitioners state that these high energy costs
create a disproportionate burden on low-income customers. (Id.;GAS at 6) Petitioners testified
that the increase in natural gas costs, along with a downturn in the general economy, has resulted
in a greater percentage of customers on Petitioners' systems who have experienced difficulty in
paying for their gas service. (LDP at 5; GAS at 6-7).
Petitioners anticipate the Program, as set forth in the Stipulation, will provide needed
assistance to their respective low-income customers by reducing their costs and making winter
heating bills more manageable. (GAS-S at 11.) Petitioners further expect the Program to
decrease the number of defaults, and untimely payments, which otherwise ultimately would have

resulted in higher costs being imposed on the remainder of Petitioners' customers. In response to
questions from the Presiding Officers during the settlement hearing, Petitioners' witnesses
indicated that weatherization of low-income customer homes, will not be reduced during the
term of the Program. Petitioners will continue their current weatherization efforts and intend for
the funds set aside under the Stipulation to be their minimum investment in weatherization
projects.
We note that the Program incorporates terms proposed by all of the parties involved in
this proceeding. For instance, the percentage discount tiers agreed upon by Petitioners and the
OUCC in the original Stipulations were modified in the July 15,2004 Stipulation to conform to
recommendations made by CAC's witness Colton. We also note that the parties and the
Commission all have a role in evaluating the Program's effectiveness during the annual reporting
process. In addition, all of the parties have an opportunity to participate in determining the data
to be collected in order to effectively evaluate the Program. In response to questions from the
Bench, Petitioners' witnesses stated that they also would welcome the participation of the
Commission or its staff. This evaluation process will provide valuable insight in considering any
future proposal made by Petitioners to continue the Program beyond its two-year term or to
launch a new universal service type program.
The Stipulation and the ARPs contained therein will provide significant benefits to
Petitioners' low-income customers. Again based on the fact that all parties have joined in the
Stipulation and on Petitioner's testimony, the Commission finds that this proposal should be
approved in its entirety.
The Commission further finds that the evidence submitted constitutes substantial,
probative evidence sufficient to support approval of the Stipulation and the ARPs included

therein. Our approval of the Stipulation includes the necessary approval of the ARPs. We find
that approval of the Stipulation and incorporated ARPs is in the public interest, is reasonable and
in conformance with all statutory requirements.
5.

Conclusion. We find, based upon the applicable law and evidence presented that

the Stipulation and the ARPs set forth therein are reasonable, in the public interest and should be
approved in their entirety. With regard to future citation of the Stipulation and Order, we find
approval herein should be construed in a manner consistent with our findings in In Re Richmond
Power & Light, Cause No. 40434 (IURC 03/19/97).

IT IS THEREFORE ORDERED BY THE INDIANA UTILITY REGULATORY
COMMISISON that:
1. The Stipulation filed on July 15,2004 is hereby approved in all respects, and the terns

and conditions thereof shall be and hereby are incorporated herein as part of this Order.
2. The Stipulation shall not constitute nor be cited as precedent by any person or deemed
an admission by any party thereto on these particular issues in any other proceeding before the
Commission or in any court of competent jurisdiction, except if necessary to enforce its terms.
3. Petitioners shall file tariff sheets consistent with the Stipulation, which shall become
effective upon filing with and the approval of the Commission's GasfWaterlSewer Division.
4. This Order shall become effective on and after the date of its approval.

McCARTY, HADLEY, LANDIS, RIPLEY AND ZIEGNER CONCUR:

APPROVED:
I hereby certify that the above is a true
and correct copy of the Order as approved.

Nancy E. Manley
Secretary to the Commission

