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G-00020969

DUQUESNE LIGHT COMPANY

LEGAL DEPARTMENT

411 SEVENTH AVE, 9-1

PITTSBURGH  PA   15219

ATTN:   MR RICHARD S HERSKOVITZ  ASSISTANT GENERAL COUNSEL - REGULATORY

Re:  G-00020969 - Affiliated Interest Agreement between Duquesne Light Company and Cherrington Insurance, Ltd.

Dear Mr. Herskovitz:


On July 23, 2002, Duquesne Light Company (“Duquesne”) filed an Affiliated Interest Agreement with Cherrington Insurance Ltd. (“Cherrington”).  This Agreement was filed in accordance with the requirements of Section 2102(b) of the Public Utility Code, 66 Pa. C.S. §2102(b).  The Affiliated Interest Agreement filing became effective by operation of law on August 22, 2002.  This Agreement concerns an Excess Coverage Policy.  Duquesne has Transmission and Distribution Insurance (“T&D Policy”), but needs additional coverage to provide for additional insurance to cover risks such as winter ice storms and freak summer storms which are unpredictable in nature and range and costly to repair.  That additional coverage is the subject of this agreement. 


On May 23, 2002, Duquesne applied to the Commission for approval of a T&D Policy between Duquesne and Cherrington  (Docket No. G-00020962).  The agreement was approved on August 8, 2002.  The T&D Policy agreement provides for Cherrington to underwrite 9.50% of the total coverage of the primary policy.  Cherrington has agreed to provide coverage for the Excess Coverage Policy on the same terms and conditions as the T&D Policy.  Duquesne states that it requires the T&D Policy to reduce the impact on Duquesne’s customers of financial losses due to adverse weather conditions common to this area.  The T&D Policy covers the cost of repairing and replacing damage to transmission and distribution lines due to ice storms, tornadoes, microbursts and other damage described in the T&D Policy up to a maximum of $5 million (above a $2.5 million deductible).  Duquesne has requested additional coverage from Cherrington for $3 million for claims in excess of the T&D Policy’s policy limit of  $5 million.  The Excess Coverage Policy will provide additional resources to draw upon in the event that the risks insured for occur, and it will enable Duquesne to make necessary repairs and restore service faster and more economically to its customers.


Duquesne states that the current insurance market is very difficult.  Excess coverage of this type is difficult to obtain.  The terms and conditions of the Excess Coverage Policy are common ones for this type of coverage in the marketplace.  The premium is based on a quote from one of the T&D Policy’s participating insurers for the same coverage, less a discount of approximately 13.6%.


Duquesne believes that the Excess Coverage Policy is a necessary and integral part of Duquesne’s program to ensure that transmission and distribution of electric power to the public is cost-effective, continuous and uninterrupted.


The Commission takes this opportunity to remind Duquesne that in accordance with the requirements of the Public Utility Code, 66 Pa. C.S. §§2102, et seq, Affiliated Interest Agreements must be filed with the Commission prior to the effective date.


Upon review of the Company’s filing, it does not appear that this filing is unreasonable or contrary to the public interest.  Therefore, this filing is hereby approved.  However, approval of this filing 

does not constitute a determination that such filing is consistent with the public interest, and that the associated costs or expenses are reasonable or prudent for the purposes of determining just and reasonable rates.  Furthermore, the Commission’s approval is contingent upon the possibility that subsequent audits, reviews, and inquiry, in any Commission proceeding, may be conducted, pursuant to 66 Pa. C.S. §§2102, et seq.


In addition, this approval will apply only to the agreement(s), service(s), matters, and parties specifically and clearly defined under this instant filing as well as under any associated and previously filed filings.








      Sincerely,

                                                                                         James J. McNulty

                                                                                         Secretary

Cc:  Kerry Klinefelter, FUS

       Janet Patrick, Secretary’s Bureau
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