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ORDER

BY THE COMMISSION



On March 2, 2007, Duquesne Light Company (Duquesne, or the Company) filed the above-captioned Universal Service and Energy Conservation Plan (Duquesne Plan) pursuant to the Commission’s regulations at 52 Pa. Code §§ 54.71-54.78.  By this order, we approve this plan.
I.  Introduction and Background



The Electricity Generation Customer Choice and Competition Act (Act), 66 Pa.C.S. §§ 2801-2812, became effective on January 1, 1997.  The primary purpose of this legislation was to increase competition in electricity generation markets.  The Act established standards and procedures for restructuring the electric industry. While opening up the electric generation market to competition, the General Assembly sought to ensure that electric service remained universally available to all customers in the Commonwealth.  Section 2802(10) of the Act committed the Commonwealth to preserving the protections, policies and services that assisted low-income customers in being able to afford electric service, 66 Pa.C.S. § 2802(10).   The Act also includes several other provisions relating to electric universal service.  

The Act defines “universal service and energy conservation” as, “[p]olicies, protections and services that help low-income customers to maintain electric service.  The term includes customer assistance programs, termination of service protection and policies and services that help low-income customers to reduce or manage energy consumption in a cost-effective manner, such as the low-income usage reduction programs, application of renewable resources and consumer education,” 66 Pa. C.S.        § 2803.  The Act also requires the Public Utility Commission to ensure that universal service and energy conservation 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 the Universal Service and Energy Conservation Reporting Requirements at 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.  52 Pa. Code § 54.74.  These regulations also require an EDC to have an independent third-party conduct an impact evaluation of its universal service programs every six years.  The evaluator provides a report of findings and recommendations to the EDC and the Commission.  52 Pa. Code § 54.76.  


Pursuant to the reporting requirements at 52 Pa. Code § 54.74(a)(1), Duquesne submitted a universal service and energy conservation plan to the Commission’s Bureau of Consumer Services (BCS, or Bureau) on February 12, 2007.  BCS staff conducted an informal review of the plan and suggested several clarifications and revisions.  On March 2, 2007, Duquesne filed the final version of its universal service plan with the Commission.  The “Duquesne Light Company Universal Service and Energy Conservation Plan 2008-2010” is available for review on the Commission’s website at www.puc.state.pa.us/general/pdf/Duquesne_Light_USP.pdf .  
The most recent impact evaluation of Duquesne’s universal service and energy conservation plan was completed by The RETEC Group on October 28, 2003.  That evaluation is also available for review on the Commission’s website at http://www.puc.state.pa.us/general/pdf/USP_Evaluation-Duquesne.pdf.  Duquesne Light will have another impact evaluation of its universal service and energy conservation plan in 2009.  
II. Discussion


We find that Duquesne’s universal service plan substantially complies with all applicable statutes, regulations, and policy statements.  The plan contains all of the components mentioned in the definition at 66 Pa. C.S. § 2803.  It also meets the requirements of 66 Pa.C.S. § 2804(9) that universal service programs must be available in each electric distribution territory, and that the programs must be appropriately funded.  Finally, Duquesne’s plan meets the submission and content requirements at 52 Pa. Code § 54.74,  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 Electricity Generation Customer Choice and Competition Act 
As noted previously, the statute 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 consists of four components.  The Customer Assistance Program (CAP) is a payment assistance program for low-income households.  Smart Comfort is Duquesne’s low-income usage reduction program.  The CARES program helps customers obtain social service support and assistance.  Finally, the Hardship Fund, funded by the company’s customers and stockholders, provides bill-paying assistance to low-income customers.  It is operated as a partnership with Dollar Energy Fund.  With these four elements in place, the Company’s universal service program clearly is consistent with the definition.    


The Electricity Generation Customer Choice and Competition Act also recognizes the relationship between the affordability of electric service and a customer’s ability to maintain utility service.  The statute requires the Commonwealth to continue the protections, policies and services that assist low-income customers in affording electric service.  66 Pa.C.S. § 2802(10).  Under the Act, universal service programs are subject to the administrative oversight of the Commission, which ensures that the programs are run in a cost-effective manner.  66 Pa.C.S. § 2804(9).  The Commission has said that it will balance the interests of customers who benefit from the programs with the interests of the customers who pay for the programs.  See Final Investigatory Order on Customer Assistance Programs: Funding Levels and Cost Recovery Mechanisms (Final Investigatory Order), Order entered December 18, 2006, at Docket No. M-00051923,   pp. 6-7.  Although the Act does not define affordability, the Commission’s Policy Statement on Customer Assistance Programs at 52 Pa. Code §§ 69.261-69.267 provides guidance on setting affordable payments.  
In order to determine if an EDC’s CAP payment plan complies with the intent of 66 Pa.C.S. § 2802(10) and 66 Pa.C.S. § 2804(9) the Commission considers program data supplied by EDCs pursuant to 52 Pa. Code § 54.75 in combination with the results of BCS’s review of relevant informal complaints.  The Bureau of Consumer Services reviews informal complaints from customers who call the Commission to request payment arrangements.  


The Commission review of informal complaints received in 2006 shows that 45% of Duquesne Light’s CAP customers still have CAP bills that exceed the CAP Policy Statement guidelines.  Duquesne reports that in January 2007 the company adjusted CAP budget percentages in order to maintain CAP bill affordability. The adjustments may help to reduce the number of CAP bills that exceed the guidelines, and Duquesne should continue to work to improve this figure.  The Commission is pleased to note that the company has eliminated the $5 per month customer co-pay as recommended during the last review of the company’s plan in April 2004.  See Duquesne’s Universal Service and Energy Conservation Plan Submission in Compliance with 52 Pennsylvania Code § 54.74, Order entered April 21, 2004 at Docket No. M-00041795.  At this time, there are no other indications that the Company’s payment requirements are not affordable.  The Company’s CAP payment plans substantially comply with the intent of all applicable statutes.    

III. Plan Contents



Section 54.74(b) of the Commission regulations, 52 Pa. Code § 54.74(b), requires electric utilities to include the following information for each component of their universal service plans:  
(1)  Program description

(2)  Eligibility criteria
(3)  Projected needs assessment
(4)  Projected enrollment levels
(5)  Program budget

(6)  Plans to use community-based organizations
(7)  Organizational structures
(8)  Explanation of any differences between the EDC’s approved plan and the implementation of that plan.  
The above information about each component of Duquesne’s Plan – CAP, Smart Comfort, CARES and the Hardship Fund – is discussed below. 
Section 54.74(b)(1) - Program Description

Customer Assistance Program (CAP)
CAP is a special payment program for low-income households that have problems paying utility bills.  It is funded by company revenue and administered by community-based organizations.

The primary features of Duquesne’s CAP include:

· A reduced payment arrangement based on ability to pay

· Arrearage forgiveness over a specified period of time

· Protection against loss of electric service

· Referrals to other community programs and services

The schedule of payments is as shown in Table 1:




Table 1

Payment Plan

	Income Category
	Residential Service  Percentage of Budget Bill Payment
	Residential Electric Heat Percentage of  Budget Bill Payment

	0 - 50% Poverty
	30%
	45%

	51 - 100% Poverty
	60%
	65%

	101 - 150% Poverty

(150 - 200% Poverty for seniors)
	85%
	80%


Duquesne Plan, p. 6.


Smart Comfort (LIURP)


Smart Comfort is Duquesne Light’s low-income usage reduction program.  The program targets residential customers whose gross household income is less than 150% of the federal poverty guidelines, but households at 200% of the federal poverty guidelines are also eligible, with priority given to households headed by senior citizens.   


Usage reduction measures include cost effective appliance and lighting replacements and weatherization as warranted.  
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 universal service component.  
Table 2
Eligibility Criteria

	Program
	Income
	Other

	CAP
	At or below 150% of the federal poverty guidelines, up to 200% for seniors.
	Ratepayer or new applicant.
Payment troubled.

	SMART COMFORT 
	At or below 200% of the federal poverty guidelines.  (No more than half of the participants will be between 150-200% federal poverty guidelines.)
	Monthly usage greater than 500 kwh and resident for 6 months. (These requirements waived for homeowners if electric heat.)

	CARES
	At or below 150% of the federal poverty guidelines, up to 200% for seniors.
	Payment troubled with temporary, resolvable hardship.

	HARDSHIP FUND
	At or below 200% of the federal poverty guidelines.
	


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

The Company submitted a needs assessment that complies with 52 Pa. Code § 54.74(b)(3).  Using the most recent census data, Duquesne estimated that 102,000 households in its service territory have incomes below 150% of the federal poverty guidelines.  To ensure that CAP is appropriately funded and available pursuant to 66 Pa.C.S. § 2804(9), Duquesne proposes to increase funding to support enrollment of 29,000 customers.  This is an increase of 10,000 customers over the 2005-2007 plan. See Duquesne Plan, p. 10.
Section 54.74(b)(4) - Projected Enrollment Levels

Duquesne’s plan contains projected enrollment levels shown in Table 3.  Duquesne bases its projected enrollment levels on its needs assessment and current enrollment levels.  The essential task before the Commission is to determine if the proposed enrollment levels meet the low-income need.  Based on its needs assessment and current enrollment levels, the Company proposes to maintain enrollment levels of up to 29,000 customers in its Customer Assistance Program through 2010.  
Table 3
Projected Enrollment Levels

	Universal Service Component
	2008-2010 Projected Enrollment Levels

	
	2008
	2009
	2010

	CAP
	29,000
	29,000
	29,000

	Smart Comfort 
	4,000
	3,000
	2,500


At this time, the Commission finds that this enrollment should adequately serve the need in Duquesne’s service territory.  This approval, however, does not limit the Commission’s ability to determine future enrollment levels based on evaluation findings, universal service plan submissions, and universal service data.  In the Final Investigatory Order, the Commission stated its intent to eliminate enrollment ceilings for CAP programs in order to ensure that the programs remain available pursuant to the Act.  The Commission intends to offset the availability requirement by providing full recovery of universal service costs for the utility as required by the Act.  See Final Investigatory Order, p. 6. 
There are no established enrollment targets for the CARES or Hardship Fund components of Duquesne’s program.
Section 54.74(b)(5) - Program Budgets

Table 4 shows the Company’s proposed program budget levels for the universal service components.  
Table 4
Universal Service Program Budget

	Universal Service Component
	2008
	2009

	2010

	CAP 
	$11,420,000
	$11,420,000
	$11,420,000

	Smart Comfort 
	$1,821,785
	$1,821,785
	$1,821,785

	CARES 
	$125,000
	$125,000
	$125,000

	Hardship Fund*
	$450,000
	$450,000
	$450,000

	Total
	$13,816,785
	$13,816,785
	$13,816,785

	*Hardship fund budget is derived from voluntary shareholder contributions.  


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 which reduce energy consumption or otherwise assist low income customers to afford electric service.”  Table 5 shows that the Company’s use of CBOs complies with the intent of the Act.  Duquesne Light has contractual arrangements with CBOs that help to administer its universal service programs.  

Table 5
Use of Community Based Organizations

	Universal Service Component
	Number of CBOs


	Number of Sites

	CAP 
	4
	10

	Smart Comfort
	1 
	7

	CARES 
	2
	2

	Hardship Fund
	1
	40


Section 54.74(b)(7) - Organizational Structure

The organizational structure for Duquesne’s universal service programs consists of the following:

1 Manager Credit and Collection / Universal Services 
1 Senior Analyst for Universal Services 
1 Senior Customer Service Representative for Universal Services  

1 Customer Service Representative for Universal Services  

The company has reduced this contingent by one Customer Service Representative since the previous plan for cost effectiveness reasons and contends that there will be no decrease of service caused by the reorganization.  See Duquesne Plan,    p. 11.  We find that this reduction in staff is acceptable.  
IV. 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 at 66 Pa. C.S. § 2802(10), § 2803, and § 2804(9), the reporting requirements at 52 Pa. Code      § 54.74, the CAP Policy Statement at 52 Pa. Code §§ 69.261 - 69.267, and the LIURP regulations at 52 Pa. Code §§ 58.1- 58.18.  Finally, Commission approval of this Plan does not limit the Commission’s ability to consider future changes to the CAP payment plan design based on evaluation findings, universal service data, and informal complaint data ; THEREFORE,
IT IS ORDERED:

That the Duquesne Light Company Universal Service and Energy Conservation Plan 2008-2010 is approved as filed.  

BY THE COMMISSION,







James J. McNulty







Secretary
(SEAL)
ORDER ADOPTED:  May 30, 2007



ORDER ENTERED:  June 5, 2007







6
2

