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ROSENBERG URGES DEPARTMENT OF PUBLIC UTILITIES

TO DENY WMECO RATE INCREASE REQUEST


State Senator Stan Rosenberg is urging the Department of Public Utilities to deny a rate increase petition filed by Western Massachusetts Electric Company in July.


In testimony filed with the DPU in advance of tonight’s public hearing at Springfield City Hall, Rosenberg said WMECO’s proposal is ill timed given the state’s current economic climate.


“Recent economic reports show that our state’s economy is improving,” Rosenberg said, “but asking business and residential customers to shoulder higher utility rates, now and in the future, could very well hinder our recovery. WMECO is no doubt facing legitimate financial concerns. I simply believe that WMECO should tighten its belt and seek greater internal efficiencies, just as every household and business in the state has done.”


A copy of Senator Rosenberg’s submitted testimony is attached.








August 26, 2010

Mark Marini, Secretary

Department of Public Utilities

1 South Station

Boston MA 02108

Re: Docket 10-70 WMECo rate increase petition

Dear Secretary Marini:

I am writing to oppose the rate increase petition filed by WMECo on July 16,2010.  There are a number of troubling aspects in this proposal that I believe will place unnecessary burdens on the business and residential customers of the utility.  Given the state’s difficult economic conditions and high unemployment, an unreasonable rate increase will have a damaging impact on ratepayers, especially low-income customers and businesses under financial strain.  I respectfully request that DPU reject this petition.

A worrisome element of the proposed rate increase is the excessive return on equity being proposed.  Although some of this increase will be offset by a reduction in the cost of power resulting from lower oil prices, as the distributor of power and not the producer, this reduction in costs more rightfully belongs to the ratepayers and should not be viewed as an opportunity for WMECo to increase it profit margins.

The proposal to adopt an inclining block rate structure and charge higher rates for residential customers using more than 600 kWh/month for non-heating customers and 1000 kWh/month for heating customers is problematic.  This is nothing more than an attempt to portray an unjustified profit increase as a conservation measure.  Assuming the average residential customer will use 500 kWh/month non-heating, and 1000kWh/month heating, this threshold is very close to the average, and will essentially approve an even higher, but hidden, rate increase for a large number of residential customers from the first day of approval. 

Residential customers are unable to effectively monitor their power use in a sophisticated manner.  Household equipment just does not support it. We do not need a power rate structure that penalizes large families with higher than average usage per home but not per resident, or that pressures seniors to reduce their power usage by turning off needed lights or reducing wattage, thereby increasing their risk of falling.  We should not be penalizing homeowners who need to run dehumidifies or water pumps to protect their homes from high water tables. Nor should we try to force heating customers to reduce their consumption if the winter is unusually cold.  The residential customer will have no choice but to contemplate these and other schemes as the only way to guarantee they stay below the average usage rate.

I also do not support WMECo’s attempts to raise profits and reduce risk by pushing additional costs onto the ratepayer side of the ledger.  I refer more specifically to the request for multiple cost trackers for capital expenditures; inflation allowance; bad debt and other collectibles; and pension and other post retirement benefits.  Coupled with the request to annually increase rates to ensure than an approved revenue level is collected from customers, I believe that this will remove the most important incentives a company has to effectively manage its assets or its employees, its need to manage these well to avoid negative impacts on its bottom line.  But this incentive would no longer operate and WMECo could begin to decline in decision making, let its infrastructure degrade, abandon aggressive collections, and grant the most generous pensions because all increased costs of all those mistakes will now be borne by the ratepayer with no further discussion or review.  This concept could even affect safety if the company finds there are financial benefits to pushing current employees off the active employee roster and onto the pension systems where undue costs go the ratepayer.  I believe this proposal could have unforeseen negative management consequences in years to come and should be rejected. 

Likewise I find the proposal to leave the management of the capital replacement program under the control of WMECo but to push the risks and costs of bad decisions onto the ratepayers will also insulate WMECo from bad management decisions in its replacement program.  If the costs of bad decision making automatically shift to the ratepayers through annual automatic rate increases, pre-approved to protect revenue levels, why should WMECo continue to make every effort to run an efficient, effective capital replacement program?  Although WMECo has failed to meet DPU-mandated Service Quality guidelines for system reliability in 2008 and 2009, over the years WMECo has made infrastructure improvements to build power delivery redundancy into its lines and prepared for power outages that have been an important safeguard for customers in its service area. However, I firmly believe that the customer-oriented focus of those efforts will begin to erode without outside oversight or strong incentives to maintain their quality.  I urge that this request be denied. 

I thank you in advance for your consideration and respectfully request that you do not approve the WMECo rate petition.  We are in difficult economic times and rely on DPU to ensure that residential and business ratepayers do not shoulder an unfair burden in purchasing the power they need for their businesses and homes.  I believe that this is not the right time to approve these elements of the rate increase proposed by WMECo.

Sincerely yours,
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