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C‑20029005
                 v.
PECO Energy Company
OPINION AND ORDER
BY THE COMMISSION:


Before the Commission for consideration, pursuant to Section 332(h) of the Public Utility Code (Code), 66 Pa. C.S. § 332(h), is the Initial Decision of Special Agent Amanda N. Rumsey, which was issued  in the above captioned proceeding.  
History of the Proceeding


On November 25, 2002, Mary E. Frayne (Complainant) filed a Formal Complaint against PECO Energy Company (Respondent) wherein she alleged a financial inability to pay her utility bills.  The instant Complaint is occasioned by an appeal of a Decision of the Bureau of Consumer Services (BCS) on an informal complaint filed by the Complainant.  By that Decision, which was issued on September 30, 2002, at No. S.T. 1149572 , the BCS directed the Complainant to make a lump sum payment of $4,000.00 on or before November 23, 2002, and, thereafter, to pay current monthly budget bills when due, plus $100 per month toward the arrearage.  


On January 9, 2003, the Respondent filed an Answer to the instant Complaint.  On April 25, 2003, a telephonic hearing was held.  The Complainant participated at the hearing and represented herself.  The Respondent was represented by counsel.  Neither the Complainant nor the Respondent filed Exceptions to the Initial Decision.  Pursuant to Section 332(h) of the Code, we requested review.  
Discussion


The Special Agent made thirteen Findings of Fact and reached five Conclu​sions of Law.  The Findings of Fact and Conclusions of Law are incorporated herein by reference and are adopted without comment unless expressly or by necessary implication they are modified or rejected by this Opinion and Order.  


The Special Agent found that the Complainant has regular net monthly income of $1235.00 which consists of income from her employment.  (I.D. 3, Finding of Fact No. 9).  For the purposes of this proceeding, the Special Agent determined that the Complainant’s monthly expenses to be considered in fashioning her payment schedule total $531.66.  (I.D. 3, Finding of Fact No. 8).  The Special Agent found that the Complainant’s arrearage was $21,578.33 as of April 25, 2003.   (I.D. 4, Finding of Fact No. 13). 



The Special Agent concluded that the Complainant’s monthly income exceeded her reasonable expenses in an amount sufficient to cover the monthly electric and gas bills from the Respondent.  Accordingly, the Special Agent recommended that the BCS-recommended payment schedule be affirmed.  (I.D. 6-7).


The Special Agent also found that the Complainant had not complied with the BCS Decision.  The Special Agent recommended that the Complainant be directed to make a “catch up” payment to the Respondent of all amounts owed but not yet paid under the BCS Decision within sixty days of the date of entry of a final order, consistent with our prior action in Claypool v. T. W. Phillips Gas & Oil Company, docketed at No. Z‑00248730 (Order entered December 22, 1995) (Claypool).  


The first issue to be addressed is whether a payment arrangement is appropriate in this case.  The record reveals that the Complainant moved from the premises involved in the account in August of 2002.  (Finding of Fact #3).  Because the Complainant no longer resides at the service address, a payment arrangement is no longer available as a vehicle to address the Complainant’s account balance.  Therefore, the entire account is immediately due.  See, Enid Rivera v. PPL, Docket No. Z-00332295, entered August 8, 1997.  Since we have found that the Complainant’s arrearage is immediately due and payable in its entirety, a catch-up payment pursuant to Claypool is not applicable in the matter before us.  


The record in this case presents an extreme example of what can occur if over-due accounts and payment arrangements are not properly managed and enforced.  As we have noted, the balance on this account reached $21,578.33 as of April 25, 2003.  This balance accrued on a tenant account.  This fact effectively prevents the Respondent from initiating actions against the subject real property, such as a lien, to assure full payment.  


In this context, we note the following statement proffered by the Special Agent:  
Given the length of time which this balance has accrued (since at least 1992), one must question why the utility continued to provide service without payment.  It is highly unlikely that the customer will ever be able to completely liquidate the account balance and thus, any amounts not paid will be passed on to the other paying customers.
(I.D., p. 4).  We agree with the Special Agent that it is appropriate to question why the Respondent permitted the Complainant to accumulate such a large unpaid balance.  The account history for this Complainant reveals that she pursued frequent payment arrange​ments but failed to satisfy her obligations.  The Complainant became a customer of the Respondent in 1986.  By 1992, she had an overdue balance in excess of $11,000.  Despite entering into five payment arrangements with the Respondent and three arrangements with the BCS, and one service termination, the Complainant's overdue balance grew to over $21,000 by the time she vacated her residence in 2002.  Also, the Complainant requested several more payment arrangements, but those requests were denied due to the Complainant’s failure to satisfy prior arrangements.  


The foregoing raises the question of whether this Commission’s processes and interpretations of our Regulations, 52 Pa. Code §56.1 et seq. (Chapter 56) (relating to billing standards and practices for residential service), are contributing to an increase in uncollectible accounts and gross write-off dollars.  Some stakeholders in the utility industry have suggested this to be the case.  We disagree with this assessment.  In fact, properly managed universal service programs and collection practices have been shown to be a cost effective tool for managing over-due accounts and payment troubled customers.  


The 2001 Universal Service Programs and Collections Performance Report reveals a range of gross bad debt write-offs from a low of 1.5% to a high of 2.8% for those electric companies that participated in the survey.
  This data leads us to conclude that most energy companies have found Chapter 56 compliant programs to be effective in managing over-due accounts and payment troubled customers.  This does not suggest that Chapter 56 contributes to dramatic increases in uncollectible accounts.  To the contrary, we note that in some instances, this Commission has stepped in and rejected payment arrangements where the account arrearage was out of control.
  


The case now in front of us reveals that some energy companies can better utilize the tools and processes provided in Chapter 56.  The following clarifications and interpretations are offered for Commission staff, consumers and utilities to provide guidance for future payment arrangements.  


We begin by pointing out that Chapter 56 establishes uniform, fair and equitable residential utility service standards and billing practices.  Specifically, 52 Pa. Code § 56.1 states, in pertinent part:  

Every privilege conferred or duty required by [Chapter 56] imposes an obligation of good faith, honesty and fair dealing in its performance and enforcement. This chapter will be liberally construed to fulfill its purpose and policy and to insure justice for all concerned.
Thus, at the very beginning of Chapter 56, there is the requirement of good faith on both parties to a payment arrangement.  Just as the utility is required to abide by the terms regarding provision of service, the customer is required to abide by the terms governing timely payment.  Failure of the customer to satisfy his or her obligations under a payment arrangement, absent a legitimate change of circumstance, does not constitute good faith.  We note parenthetically that a utility may require documentation where issues of good faith and honesty are raised.  


A utility company may, but is not required to, offer multiple payment arrangements.  Specifically, 52 Pa. Code § 56.151(3) reads as follows:  
(3)
[The utility shall m]ake a diligent attempt to negotiate a reasonable payment agreement if the ratepayer or occupant claims a temporary inability to pay an undisputed bill. Factors which shall be considered in the negotiation of a payment agreement shall include, but not be limited to:  

(i)   The size of the unpaid balance.  

(ii)   The ability of the ratepayer to pay.  
  
 (iii)  The payment history of the ratepayer.  



  (iv)  The length of time over which the bill accumulated.  


A utility certainly has the discretion to give more than one arrangement, but it is not required to do so unless there is a change in circumstances.  A utility should not exercise its discretion to offer multiple payment arrangements, unless there is a change in circumstances.  By way of example and not limitation, changes in circum​stances could include a showing that there has been a change of income level or other relevant matters.  By this comment, we expressly do not approve of the practice of permitting additional payment arrangement requests based only upon the passage of time.  


Budget billing should be the norm for all payment arrange​ments rather than current billing.  Budget billing was designed to aid customers who are experiencing financial difficulties by ensuring a level, predictable payment amount from month to month.  The level payment amount will better enable the customer to plan for his or her utility bills and budget accordingly.  Therefore, customers should not be provided with the option of choosing current billing when budget billing is a more beneficial option.


Lump sum amounts will be required for past defaulted payment arrangements.  Consistent with Section 56.191 of our Regulations, utilities have considerable discretion to require up to the full amount owed when service is restored following termination.  


We would further note that Chapter 56 requires the utility to issue a report to a complaining party within 30 days of the initiation of a dispute and inform the complaining party that the report is available upon request.  52 Pa. Code § 56.151.  We clarify, however, that the utility company report is only issued when the customer files a dispute pursuant to 52 Pa. Code § 56.97(b)(1).  


With regard to our Staff practices, the BCS shall offer only one payment arrangement.  However, new cases may be opened when circumstances have changed.  A complainant must respond to the BCS within thirty days during the informal process.  Failure to do so will result in the case being closed.  The BCS shall continue its long standing procedure of giving priority to complaints involving substantial balances.  When a utility files a request for an exemption from the Winter Termination provisions under 52 Pa. Code § 56.100, the BCS shall review the request within ten days of receipt of the data necessary to make a determination on the request.  


Chapter 56 of our Regulations sets forth many tools that, if utilized properly, can assist utilities in more effectively managing their collection activities.  As noted above, reports from a large number of utilities reveal that properly managed programs, that are compliant with Chapter 56, are very cost-effective in managing overdue accounts and assisting payment troubled customers.  Finally, we remind all interested persons that should they disagree with an interpretation or application of Chapter 56 in a specific instance, the appropriate remedy is to appeal the decision.  See Heath Bosley v. Columbia Gas of PA, Docket No. F-00799824 (Order entered April 15, 2002).  
Conclusion


Based upon our review of the record evidence and in light of judicial precedent, we will reverse the Initial Decision of Special Agent Amanda N. Rumsey; THEREFORE,


IT IS ORDERED:


1.
That the Initial Decision of Special Agent Amanda N. Rumsey is hereby reversed.  


2.
That the account balance now outstanding for Mary E. Frayne is due immediately.  


3.
That copies of this Opinion and Order shall be served on the Office of Consumer Advocate and the Energy Association of Pennsylvania.  







BY THE COMMISSION,







James J. McNulty








Secretary

(SEAL)

ORDER ADOPTED:  July 17, 2003
ORDER ENTERED:  September 10, 2003
	�	Allegheny Power, Duquesne, GPU, PECO-Electric, Penn Power and PPL participated in the report.  Data for gas utilities will be available in the 2002 Universal Service Report.


	�	See, Ray H. Rosenblum v. Bell Atlantic Pa., Docket No. F-0026844, entered 9/29/95, ($22,000 arrearage); Gennaro v. Rauso v. PECO Energy Company, Docket No. C-00946352, entered 11/6/95, ($19,000 arrearage); Juan Bennett Roane v. Pennsylvania Power &Light Company, Docket No. F-00217203, entered 11/14/96, ($10,000 arrearage); Saul H. Segan v. PECOEnergy Company, Docket No. C�00967954, entered 5/28/97, ($19,000 arrearage); Mary L. Ayers v. PPL, Docket No. C�00971025, entered 10/9/98, ($17,000 arrearage).  
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