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I.  Introduction and Background

On December 3, 1996, Governor Tom Ridge signed into law the Electricity Generation Customer Choice and Competition Act (Act), 66 Pa. C.S. §§ 2801-2812.  The Act’s focus is to deregulate the retail sale of electric generation in the Commonwealth.  In opening up the electric generation market to competition, however, the General Assembly was also concerned about ensuring that electric service remained universally available to all customers in the state.  The Act, therefore, includes several provisions relating to universal service of electric service.  

Specifically, the universal service provisions of the Act, among other things, tie the affordability of electric service to a customer’s ability to maintain the utility service.  A customer assistance program must be affordable to help a customer maintain his or her electric service.  Section 2802(10) requires that “the Commonwealth must, at a minimum, continue the protections, policies and services that now assist customers who are low-income to afford electric service.”  66 Pa. C.S. § 2802(10) (emphasis added).  Section 2803 defines “universal service” as policies, protections and services that help low-income customers maintain their electric service.  The term includes customer assistance programs and usage reduction programs.  Finally, section 2804(9) of the Act requires the Commission to ensure that universal service is appropriately funded and available in each electric distribution territory. 

To help meet its duties under the Act, the Commission established standard reporting requirements for universal service and energy conservation programs.  52 Pa. Code §§ 54.71-54.78.  The reporting requirements at section 54.74 require an Electric Distribution Company (EDC) to submit to the Commission for approval an updated universal service and energy conservation plan every three years.
Pursuant to the Reporting Requirements for Universal Service and Energy Conservation Programs at section 54.74(a)(1), Duquesne Light Company (Duquesne) submitted a universal service and energy conservation plan on February 26, 2001.  The BCS requested Duquesne to make several minor corrections to the filing.  On March 19, 2001, Duquesne submitted a final  plan.

II.  Discussion

Based on the following analysis, we find that Duquesne’s universal service plan complies with the universal service requirements of the Act, the reporting requirements at 52 Pa. Code § 54.74, the Customer Assistance Program (CAP) Policy Statement at 52 Pa. Code §§ 69.261-69.267, the Low-income Usage Reduction Program (LIURP) regulations at 52 Pa. Code §§ 58.1-58.18, and the Commission’s Order, at Docket No. R-00974104, entered on May 29, 1998, approving Duquesne’s restructuring plan, as subsequently modified by the Order entered on December 20, 2000, approving a Joint Petition for Settlement of Duquesne’s appeal of the May 29, 1998 Order.  

Compliance with the Act

Section 2803.  Duquesne’s universal service program to help low-income customers maintain electric service consists of four components: CAP  (a customer assistance program), Smart Comfort (a usage reduction program), CARES (a case management and referral program), and Dollar Energy Fund (a hardship fund program).  We find that Duquesne’s universal service program complies with section 2803.  

Section 2804(9).  With respect to funding and availability, Duquesne is in the third year of a four-year expansion of its universal service programs.  In the first two years of expansion, Duquesne slightly underspent CAP funding by about $10,000.  Duquesne also failed to meet its enrollment levels by about 2,300 customers.  Duquesne’s eligibility criteria included several options to prioritize enrollment that resulted in restrictions that excluded low-income, payment troubled customers from CAP.  

Consistent with the Commission’s Order entered at Docket No.      R-00974104 on December 20, 2000, approving the Joint Petition for Settlement of Duquesne’s plan for post-transition period Provider of Last Resort Service, Duquesne has revised its CAP eligibility criteria to mirror the definition of “low-income customer” and “payment troubled” found at 52 Pa. Code § 54.72.  The new criteria eliminate negative ability to pay, minimum arrearages and residency requirements that restricted eligibility in CAP.  This change should have a positive impact on the number of customers who are eligible for Duquesne’s CAP – making the program available to serve those households who need assistance.  This positive change should also enable Duquesne to meet the funding and enrollment levels established in the Commission’s Final Order entered December 20, 2000, at Docket No. R-00974104 approving the settlement agreement modifying Duquesne’s restructuring plan.
The size of the expansion based on the expansions as directed in the Commission’s Final Order entered December 20, 2000, at Docket No. R-00974104  appears to indicate that universal service will be “appropriately funded and available” in Duquesne's service territory.  Beginning in April 2001, all EDCs will submit collection and universal service data pursuant to section 54.75 that will help the Commission determine if universal service programs are appropriately funded and available.  When Duquesne files its next universal service plan pursuant to section 54.74 in the year 2004, the Commission will be able to use the data filed pursuant to section 54.75 to determine if Duquesne's expansion of universal service programs reflects compliance with section 2804(9) of the Act. 

Section 2802(10).  Section 2802(10) requires that the Commonwealth must, at a minimum, continue the protections, policies and services that now assist low-income customers to afford electric service.  Thus, the Act ties affordability to a customer’s ability to maintain utility service.  A customer assistance program must be affordable to help a customer to maintain electric service.

Since the Commission approved the Customer Assistance Program (CAP) Policy Statement at 52 Pa. Code §§ 69.261-69.267, utilities have voluntarily provided quarterly data to the BCS about the status of their programs.  As part of this effort, utilities report on CAP participants’ payment behavior.  The BCS then measures payment behavior by a payment rate, defined as a quarterly average percentage of participants who made three monthly payments in a quarter.  

A high payment rate is one indication that payments are affordable.  This data shows that Duquesne has a 70% payment rate, an acceptable rate.  As part of this filing, Duquesne is requesting approval to revise its payment plan.  The proposed payment plan provides for a graduated percentage of budget bill discount.  To ensure that payments are affordable, Duquesne is also proposing a provision that allows an alternate payment based on a customer’s need and circumstance.  In effect, Duquesne can tailor the payment to meet the customer’s situation and needs, thereby ensuring that the payment is affordable.  Based on Duquesne’s acceptable payment rate and payment plan design, we find that Duquesne’s universal service program complies with section 2802(10).

Section 54.74(b) – Plan Contents

This provision requires that EDCs include the following information in their plans: program description; eligibility criteria; projected needs assessment; projected enrollment levels; program budget; plans to use community-based organizations; organizational structures; and an explanation of any differences between the EDC’s approved plan and the implementation of that plan.

Section 54.74(b)(1) - Program Description

Duquesne’s universal service plan, which includes a description for each program component, is available for review in the Commission’s file at this docket. 

CAP – Proposed Design Changes.  Duquesne proposes design changes to the following CAP components: payment plan, CAP credits, control features, default process, and period for enrollment in CAP. 

Payment plan.  Duquesne proposes to eliminate several payment plan options to simplify administration of the program.  Duquesne will base payments on income and graduated percentage of bill discount shown below.  Post competitive transition cost recovery (CTC), Duquesne proposes to increase the percentage of bill that a customer will pay.  However, due to elimination of CTC costs, a customer’s CAP payment will be less even with the increase for the percentage of bill.  If a household’s circumstance indicates the CAP payment is not affordable, Duquesne may approve a reduced payment. 

Payment Plan

Income Category:
Percent of Budget Bill Payment:
Post CTC – Percentage of Budget Bill Payment

0 – 50% Poverty
50%
60%

51 – 100% Poverty
70%
80%

101 – 150% Poverty

(101 – 200% Poverty for Seniors)
80%
90%

CAP credit co-payment.  Duquesne proposes to add a $5 per month co-payment to offset the CAP credits and to ensure that a customer does not exceed the annual maximum CAP credit.  Typically, utilities request a customer to make a co-payment toward any arrearage.  However, the Duquesne’s proposal places the focus of payment on current bills rather than arrearages.  This proposal is reasonable and the Commission approves the revision.


Control features.  Duquesne’s design does not include a minimum payment design.  Because Duquesne bases payments on percentage of bill, it is unlikely that payments would be less than the minimum payments at section 69.265(3)(i). 

Duquesne also proposes to eliminate the maximum CAP credit and consumption limit control features.  Duquesne believes the implementation of its CAP credit co-payment will “reduce the likelihood that the CAP deficiency will exceed” the maximum CAP credits at section 69.265(3)(v).  Duquesne has several provisions that should adequately substitute for consumption control features at section 69.265(3)(iii).  These provisions include the following procedures: energy education at the time of CAP enrollment, monthly monitoring of usage, and default procedures tied to responsible usage. 


The Commission finds Duquesne’s proposed control feature changes to be reasonable.  However, to ensure that these changes do not increase CAP credits, the Commission directs Duquesne to report to BCS the results of these changes for the years 2001 and 2002.  Duquesne should provide the reports to BCS by March 1 after each year.  The reports should include the number of customers whose payments do not comply with section 69.265(3)(i) and the average amount of those payments and the total number and dollar amount of CAP credits that exceed the limits at section 69.265(3)(v).


Default provisions.  Duquesne proposes to tighten its collection process when a customer misses a CAP payment.  Duquesne will issue a termination notice after one missed CAP payment rather than three missed CAP payments.  Duquesne has special notice procedures to remind CAP customers that payment is due.  As long as the customer is income eligible, the customer remains in CAP.  If missed payments result in termination of service, the customer must pay all of the missed CAP payments to have service restored.  The Commission supports timely collection action when a customer misses CAP payments.  

Period for enrollment in CAP.  Duquesne proposes to eliminate the maximum three-year time limit for CAP enrollment.  This change will allow any customer who is income eligible and making their CAP payments to remain in CAP.  

Section 54.74(b)(2) Eligibility

Duquesne’s four program components have slightly different eligibility criteria.  Table 1 below shows the eligibility criteria for each Duquesne universal service component.  

Table 1

Eligibility Criteria

Program
Income
Other

CAP 
Verified income ( 150% poverty


· Ratepayer or new applicant status. 

· Payment troubled.

Smart Comfort*
Low-income –Verified income < 150% of poverty 

Special needs-Verified income < 200% of poverty
· Annual usage > 7300 kWh 

· Annual usage for households of three or less members  > 5475 kWh

CARES
Low-income – Income < 150% of poverty

Seniors households  – Income < 200% of poverty
Special needs.**  

Dollar Energy Fund
Verified income < 150% of poverty

Senior households – Verified income < 200% of poverty




*Duquesne may spend up to 20% of its LIURP budget for households whose incomes are between 151% -200% of poverty.

** Special needs include medical problems, personal crisis, or loss of income.

Section 54.74(b)(3) - Projected Needs Assessments

Duquesne submitted a needs assessment that complies with section 54.74(b)(3).  A summary of the needs assessment is provided below:

Using census data from 1989, Duquesne determined that 100,118 households in its service territory have incomes below 150% of the federal poverty guidelines.  In any given month of the past 24 months, Duquesne can identify an average of 25,000 low-income customers who have payment agreements with the company.  In a year, Duquesne identifies 50,000 unduplicated low-income households. 

Section 54.74(b)(4) - Projected Enrollment Levels  

Duquesne’s plan contains projected enrollment levels.  Duquesne bases its enrollment levels on its needs assessment and funding and enrollment levels established in the Commission’s Final Order entered December 20, 2000, at Docket No. R-00974104 approving the settlement agreement modifying Duquesne’s restructuring plan. Table 2 below shows Duquesne's projected enrollment levels for the universal service components.

CAP projected enrollment levels.  The essential task before the Commission is to determine if the prescribed enrollment levels meet the low-income need.  Although Duquesne’s needs assessment shows that in any given month, Duquesne can identify 25,000 low-income households who have payment agreements, the Company proposes to enroll 15,000 customers in its CAP.  It is unclear if all 25,000 households will need the benefits and services of CAP.  At this time, the Commission finds that 15,000 should adequately serve the need in Duquesne’s service territory.   

Table 2

Projected Enrollment Levels

Universal Service Component
2000-2002 Projected Enrollment Levels


2001
2002
2003

CAP 
11,250
15,000
15,000

Smart Comfort
1,500
1,750
1,750

CARES 
600
650
700

Dollar Energy Fund 
2,800
3,000
3,200

Section 54.74(b)(5) - Program Budgets

Table 3 shows Duquesne's program budget levels for the universal service components.  Table 4 shows the universal service budget agreed to in the Commission’s Final Order entered December 20, 2000, at Docket No. R-00974104 approving the settlement agreement modifying Duquesne’s restructuring plan.  In addition, the CAP, Smart Comfort, CARES, and Dollar Energy Fund budgets comply with the terms of the Duquesne restructuring plan as modified at R-00974104.

Smart Comfort.  Duquesne’s Smart Comfort budget reflects the terms of  the Duquesne restructuring plan as modified at R-00974104 to increase the budgets to $2.7 million in 2002, 2003, and 2004.

CARES budget.  The CARES budget is significantly higher than the CARES budget of $60,000 in the restructuring settlement. 

Table 3

Universal Service Program Budget

Universal Service Component
2001
2002
2003

CAP 
$3,850,000 
$5,275,000
$5,275,000

Smart Comfort 
$1,500,000
$2,700,000
$2,700,000

CARES 
$237,700
$100,000
$100,000 

Dollar Energy Fund 
$390,000
$390,000
$390,000

Total
$5,977,700 
$8,465,000
$8,465,000

Table 4 

Universal Service Funding Levels

Settlement Agreement at R-00974104

Universal Service Component
2001
2002
2003

CAP  
$3,850,000 
$5,275,000
$5,275,000

Smart Comfort
$1,500,000
$2,700,000
$2,700,000

CARES 
$60,000
$60,000
$60,000

Dollar Energy Fund
$390,000
$390,000
$390,000

Section 54.74(b)(6) - Use of Community-Based Organizations (CBOs)

Section 2804(9) of the Act directs the Commission to encourage the use of community-based organizations that have the necessary technical and administrative experience to be the direct providers of services or programs to reduce energy consumption or otherwise assist low-income customers to afford electric service.  Table 5 shows Duquesne’s use of CBOs complies with the intent of the Act.  Duquesne has contractual arrangements with CBOs, who help to administer their CAP, Smart Comfort, and Dollar Energy Fund programs.  The Commission finds that Duquesne has also developed a network of contacts for CARES referrals and services.
Table 5

Use of CBOs

Universal Service Component
# of CBOs
# of Caseworkers
# of Sites

CAP  
9
8
9

Smart Comfort 
1 
5
N/A

CARES (network contacts)
2
4
2

Dollar Energy Fund 
46
N/A
N/A

N/A – Not applicable

Section 54.74(b)(7) - Organizational Structure

The organizational structure for Duquesne's universal service programs is shown in Table 6.

Table 6

Manager Credit & Collection, Field Services & Universal Service (1)

Assistant Manger Credit & Collection, Field Services & Universal Service (2)

Supervisor – Universal Service (2)

Universal Service Customer Service Representatives (5)

Conclusion 

In light of the analysis above, the Commission finds that Duquesne’s universal service plan complies with the universal service requirements of the Act, the reporting requirements at section 54.74 of the Act, the CAP Policy Statement, the LIURP regulations, and the Commission’s Final Order entered December 20, 2000, at Docket No. R-00974104 approving the settlement agreement modifying Duquesne’s restructuring plan; THEREFORE,
IT IS ORDERED:

1. That the Commission approves Duquesne’s three-year universal service and energy conservation plan.

2. That the Commission directs Duquesne in 2002 and 2003 to review the results of eliminating its control features.  Duquesne should communicate the results of its review to BCS by April 1, 2003, and April 1, 2004. 

3. That a copy of this order and any accompanying statements of the Commissioners be served upon Duquesne and the Office of Consumer Advocate and also be posted to the Commission’s website at http://www.puc.paonline.com.

4. That the contacts for this matter are Janice K. Hummel, Bureau of Consumer Services (technical), (717) 783-9088, and Carl S. Hisiro, Law Bureau (legal), (717) 783-2812.






BY THE COMMISSION,






James J. McNulty






Secretary

(SEAL)

ORDER ADOPTED:  June 6, 2001


ORDER ENTERED:  June 7, 2001
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