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Docket No.  M-00041795
Duquesne’s Universal Service and Energy



Conservation Plan Submission in 
Compliance with 52 Pa. Code § 54.74

ORDER

BY THE COMMISSION



On February 25, 2004, Duquesne Light Company (Duquesne or the Company) filed its final version of the above-captioned filing at Docket No. M-00041795 pursuant to the Commission’s regulations at 52 Pa. Code § 54.71, et seq.  
I.  Introduction and Background



On December 3, 1996, the Electricity Generation Customer Choice and Competition Act (Act), 66 Pa. C.S. §§ 2801-2812, was enacted.  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 Commonwealth.  The Act, therefore, includes several provisions relating to electric universal service.  


The Act defines “universal service” as the policies, protections and services that help low-income customers maintain their electric service.  66 Pa. C.S. § 2803.  The term includes customer assistance programs and usage reduction programs.  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).  The Act also requires the Commission to ensure that universal service programs assist low-income customers to afford electric service, and that these programs are appropriately funded and available in each electric distribution territory.  66 Pa. C.S. § 2804(9). 


To help meet its obligations under the Act, the Commission established standard Universal Service and Energy Conservation Reporting Requirements.  52 Pa. Code §§ 54.71-54.78.  Section 54.74 of these regulations requires an Electric Distribution Company (EDC) to submit to the Commission for approval an updated universal service and energy conservation plan every three years.  These regulations also require an EDC to have an independent third-party conduct an impact evaluation of its universal service and energy conservation programs and to provide a report of findings and recommendations to the Commission and the EDC.  52 Pa. Code § 54.76.



Pursuant to the Universal Service and Energy Conservation Reporting Requirements at 52 Pa. Code § 54.74(a)(1), Duquesne submitted a universal service and energy conservation plan to the Commission on February 25, 2004.  Prior to that on October 31, 2003, RETEC, an independent program evaluator, submitted an Evaluation of CAP and Other Duquesne Light Universal Service Programs (Evaluation) to the Commission, pursuant to the Commission’s regulations at 52 Pa. Code § 54.76.  Duquesne’s universal service and energy conservation plan is available for review on the Commission’s website at http://puc.paonline.com, and the Evaluation is available for review in the Commission’s file at this docket number.  

II.  Discussion



We find that Duquesne’s universal service plan is consistent with the universal service definition at 66 Pa. C.S. § 2803; the requirements at 66 Pa. C.S. § 2802(10) and § 2804(9) that universal service programs assist low-income customers to afford electric service; the reporting requirements at 52 Pa. Code §§ 54.71-54.78;  the Low Income Usage Reduction Program (LIURP) regulations at 52 Pa. Code §§ 58.1- 58.18;  and the Customer Assistance Program (CAP) Policy Statement at 52 Pa. Code §§ 69.261-69.267.  
Compliance with the Act



Section 2803.  As noted previously, Section 2803 defines “universal service” as policies, protections and services that help low-income customers maintain electric service.  66 Pa. C.S. § 2803.  The term includes customer assistance programs and usage reduction programs.  Duquesne’s universal service program to help low-income customers maintain electric service consists of four components:  CAP (a payment assistance program), Smart Comfort (a usage reduction program), CARES (a case management and referral program), and Dollar Energy Fund (a hardship fund program).  The Duquesne universal service program includes a customer assistance program and usage reduction program and is, therefore, consistent with Section 2803.  


Sections 2802(10) and 2804(9).  The Act also recognizes the relationship between the affordability of electric service and a customer’s ability to maintain utility 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).  Section 2804(9) indicates that the intent of universal service programs is to “reduce energy consumption or otherwise assist low-income customers to afford electric service.”  66 Pa. C.S. § 2804(9).  In other terms, a customer assistance program must work toward the goal of providing an affordable CAP budget to help a customer maintain his or her electric service.  Although the Act does not define affordability, the Commission’s CAP Policy Statement provides guidance on setting affordable payments.  The Commission will continue to balance this goal with funding level constraints and program cost considerations.


Several sources of data indicate that Duquesne’s current CAP does not fully conform to the requirement at 66 Pa. C.S. § 2802(10), § 2804(9), or 52 Pa. Code § 69.265(2)(i).  Specifically, the following analysis is based on the Commission’s informal complaint data and data from the independent third-party Evaluation findings.  


The Evaluation finds that 45% of CAP customers have CAP budgets that exceed the CAP Policy Statement guidelines.  The Evaluation recommends that Duquesne consider the following revisions to the calculation of CAP budgets:  use net income rather than gross income to determine CAP budgets, eliminate the $5 copayment, or establish a maximum discount of no more than 50% of the bill.
  The Commission’s informal complaint data reinforces this Evaluation finding.  It shows that from January 1, 2003 through November 14, 2003, Duquesne had 1,023 CAP related payment arrangement requests (PARs).  Of those cases, 585 or 57% either had CAP budgets that exceed the CAP Policy Statement guidelines, or indicated Duquesne did not take timely collection activity after the CAP participant failed to make CAP payments.  


Based on the Evaluation findings, as well as Commission feedback, Duquesne is proposing to revise its CAP budgets to ensure that CAP budgets are consistent with the CAP Policy Statement.  The Commission requested that Duquesne analyze any proposed revisions to CAP budgets to determine if the revisions will result in CAP budgets that are consistent with the CAP Policy Statement.  Duquesne submitted this analysis which shows that, with the exception of extremely high usage CAP accounts, the revisions will result in CAP budgets that are consistent with the CAP Policy Statement and, therefore, more likely to result in consistent CAP payments.  Duquesne’s analysis finds that extremely high usage is one cause that influences whether a CAP budget is consistent with the CAP Policy Statement.  To address this, Duquesne proposes three revisions.  First, Duquesne proposes to revise its Smart Comfort eligibility for CAP customers to eliminate the one-year residency requirement for all CAP customers who are homeowners.  Further, Duquesne proposes to require all prospective CAP customers whose usage exceeds 500 kWh to receive a Smart Comfort visit before enrolling in CAP so that high usage will be addressed before a customer enrolls in CAP.  Second, Duquesne proposes to eliminate the $5 copayment.  Third, Duquesne will provide an individualized CAP budget for those customers whose CAP budgets would otherwise be inconsistent with the CAP Policy Statement.  



The Commission finds that Duquesne’s proposal to ensure that CAP budgets are consistent with the intent of 66 Pa. C.S. §§ 2802(10) and 2804(9), as well as the Commission’s CAP Policy Statement, is a comprehensive approach that includes weatherization services, when appropriate, to reduce high usage, as well as the flexibility to individually tailor a CAP budget to meet a household’s specific circumstances.  

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.  Following is a detailed description of the plan components.  
Section 54.74(b)(1) - Program Description

Duquesne proposes design changes to the following CAP components:  payment plan;  enrollment criteria related to Smart Comfort;  eligibility criteria for Smart Comfort:  and program measures for Smart Comfort.  

CAP – Proposed Design Changes.
Payment plan.  So that CAP budgets are consistent with the CAP Policy Statement, Duquesne proposes to revise its CAP budgets as described above.  The revised budgets will generally conform to the budgets shown in Table 1.  If a household’s circumstance indicates the CAP payment is not affordable, Duquesne may approve a reduced payment.  Duquesne proposes to eliminate the $5 per month copayment that previously offset CAP credits.




Table 1

Payment Plan

	Income Category:
	Current Percentage of CAP Budget Bill for Baseload and Electric Heat 
	Proposed Revision  Baseload Percentage of CAP Budget Bill Payment
	Proposed Revision  Electric Heat 

Percentage of CAP Budget Bill Payment

	0 – 50% Poverty
	60%
	35%
	60%

	51 – 100% Poverty
	80%
	70%
	80%

	101 – 150% Poverty

(150 – 200% Poverty for Seniors)
	90%
	90%
	90%


Smart Comfort – Proposed Design Changes.



Enrollment Criteria Related To Smart Comfort.  Duquesne proposes to relax its eligibility criteria for Smart Comfort for eligible CAP customers by eliminating the residency requirement for homeowners.  Duquesne will also require a Smart Comfort visit as a condition of CAP enrollment when household usage exceeds 500 kWh.  Reducing a customer’s usage before enrollment in CAP should result in smaller CAP bills.  Duquesne should realize two benefits by coordinating CAP and Smart Comfort benefits:  CAP budgets should be consistent with the CAP Policy Statement and CAP credits may be smaller due to reduced CAP bills.  


Usage eligibility criterion.  Duquesne proposes to reduce its minimum usage requirement from 600 kWh per month to 500 kWh.  


Changes to program measures.  Duquesne proposes the following enhancements or changes:  
· Minimum usage for a refrigerator change-out will be reduced from 6 kWh per day to 5 kWh.  
· Potential window air conditioner change-out if the life of the unit and the life of the dwelling will exceed 12 years.  
· Pilot the following measures:  
· Central air conditioner change-out if the life of the unit and the life of the dwelling will exceed 12 years.  
· Zone weatherization to treat a room or rooms where electric space heating is the predominant source of heat.  

· Application of window film on south facing windows to reduce cooling needs.  
· Pilot testing of wind turbine designed for urban setting.  
· Seek a cooperative relationship with natural gas providers to coordinate usage reduction services.  
· Automate the Smart Comfort referral process.  
Section 54.74(b)(2) Eligibility

Duquesne’s four program components have slightly different eligibility criteria.  Table 2 below shows the eligibility criteria for each Duquesne universal service component.  
Table 2

Eligibility Criteria

	Program
	Income
	Other

	CAP 
	Verified income ( 150% poverty (up to 200% for seniors)


	Ratepayer or new applicant status. 

Payment troubled. 

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

Special needs-Verified income < 200% of poverty
	Monthly usage > 500 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 2000, Duquesne’s Evaluation determined that 90,600 households in its service territory have incomes below 150% of the federal poverty guidelines.  Duquesne can identify an average of 30,500 low-income customers who have payment agreements with the company.  The Evaluation finds that if Duquesne’s eligibility and enrollment process remains the same, Duquesne will need to increase its CAP enrollment to 21,500.
  To ensure that CAP is appropriately funded and available pursuant to 66 Pa. C.S. § 2804(9), Duquesne proposes to increase CAP funding to support enrollment of 19,000 customers. 

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

Duquesne’s plan contains projected enrollment levels shown in Table 3.  Duquesne bases its enrollment levels on its needs assessment and current enrollment levels.  
CAP projected enrollment levels.  An important task before the Commission is to determine if the prescribed enrollment levels meet the low-income need.  Based on its needs assessment and current enrollment levels, Duquesne proposes to enroll 19,000 customers in its CAP by 2007.  At this time, the Commission finds that 19,000 should adequately serve the need in Duquesne’s service territory.  

Table 3

Projected Enrollment Levels

	Universal Service Component
	2005-07 Projected Enrollment Levels

	
	2005
	2006
	2007

	CAP 
	17,000
	18,000
	19,000

	Smart Comfort
	2,259
	2,259
	2,259

	CARES 
	1,700
	1,700
	1,700

	Dollar Energy Fund 
	2,600
	2,600
	2,600


Section 54.74(b)(5) - Program Budgets

Table 4 shows Duquesne's program proposed budget levels for the universal service components.  

Table 4

Universal Service Program Budget

	Universal Service Component
	2005
	2006


	2007

	CAP 
	$5,600,000 
	$6,000,000
	$6,500,000

	Smart Comfort 
	$1,181,250
	$1,181,250
	$1,181,250

	CARES 
	$100,000
	$100,000
	$100,000 

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

	Total
	$7,271,250 
	$7,671,250 
	$8,171,250 


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  
	2
	10
	10

	Smart Comfort 
	1 
	5
	N/A

	CARES 
	2
	2
	2

	Dollar Energy Fund 
	1
	N/A
	40


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 Universal Services and On-Line Collection System, 

	Supervisor of  Universal Service 

	Senior Customer Service Representative for Universal Services

	Customer Service Representatives for Universal Service (2)


Conclusion

In light of the analysis above, the Commission finds that Duquesne’s universal service plan, as presented, complies with the universal service requirements of the Act at 66 Pa. C.S. § 2802(10), § 2803, and § 2804(9), the reporting requirements at 52 Pa. Code §§ 54.71-54.78, the CAP Policy Statement at 52 Pa. Code §§ 69.261 - 69.267, and the LIURP regulations at 52 Pa. Code §§ 58.1- 58.18;  THEREFORE,
IT IS ORDERED:

1. That the Duquesne universal service and energy conservation plan is approved as filed.

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

BY THE COMMISSION,







James J. McNulty







Secretary
(SEAL)
ORDER ADOPTED:  April 15, 2004



ORDER ENTERED:  April 21, 2004
� The RETEC Group, Inc., Evaluation of CAP and Other Duquesne Light Universal Service Programs, 3, 23, 29-30, 54 (Oct. 2003).


� The RETEC Group, Inc., Market Assessment for CAP and LIURP, 1-2 (Feb. 2004).
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