PENNSYLVANIA

PUBLIC UTILITY COMMISSION

Harrisburg, PA 17105-3265

Public Meeting held August 30, 2007

Commissioners Present:


Wendell F. Holland, Chairman


James H. Cawley, Vice Chairman


Terrance J. Fitzpatrick


Tyrone J. Christy


Kim Pizzingrilli

Petition of Philadelphia Gas Works



Docket No. P-00052141

For Temporary Waiver of PUC Regulations

Regarding Billing Requirements for Low Income

Heater Repair Service


ORDER

BY THE COMMISSION:


Before the Commission is a Petition filed January 7, 2005, by Philadelphia Gas Works (PGW) seeking a waiver of our regulations at Chapter 56 so that it may bill the cost of providing home heater repair service to seniors and low income on the consolidated bill and to apply partial payments to both this charge and the charge for natural gas service.  On January 11, 2005, PGW filed an Amended Petition to correct an error in the previous filing and on January 20, 2005 filed a Second Amended Petition to clarify that PGW's policy "presently" is to provide the home heater repair service, but that it withdraws that service from time to time when other operational and personnel priorities make infeasible to offer the service for a period of time. Second Amended Petition, cover letter, pg. 1.  However, the Second Amended Petition states that "[o]perational and personnel constraints have caused PGW to suspend the service since October [2004]."   Nonetheless, we shall consider the Petition as amended.
SECOND AMENDED PETITION

PGW states it currently provides home heater repair service to three classes of customers:

· customers receiving service pursuant to PGW's Customer Assistance Program (CRP);

· other low income customers at 150% of the federal poverty level or below who have previously received a Low Income Home Energy Assistance Program  (LIHEAP) grant; and

· seniors over the age of 65.


The company says it repairs a customer's heating unit upon the customer's request on a "time and materials" basis.  PGW permits a CRP customer to pay the charge in ten (10) monthly installments as part of, or in conjunction with, their bill for natural gas service. Non-CRP customers are billed once for any repair charges incurred. PGW says it shows the repair service charge on a separate, non-basic portion of the bill.  

If the customer fails to pay for the repair service, PGW states it does not terminate basic service.  Second Amended Petition, pp. 1-2.  The company says its policy is to include these charges when it enters into a payment plan with a customer provide that the customer agrees with them.


PGW stated that it was in the process of evaluating whether it would continue to provide the repair service and that it expected to make a decision by September 2005.
  Furthermore, PGW contends that if it were required to make billing system modifications related to this change, the costs of making such modifications would be substantial. The Company says its billing system modifications were already fully scheduled and that it would be impossible to complete the changes necessary to fully conform to Chapter 56 billing requirements for the repair service item until the end of the second or third quarter of 2005, or later.  PGW states that if it were required to implement such changes more quickly, it is likely that it would be forced to terminate the service.  Second Amended Petition, p. 2. 

As a result, PGW is seeking waivers of our regulations.  First it asks us to waive 52 Pa. Code § 56.23 which requires that any partial payments received from these customers be "first applied to the residential utility service."  Next, PGW asks that it be allowed to apply partial payments on a pro rata basis to all portions of the customer's bill, including home heater repair service charges.   


The company is also requesting a waiver of 52 Pa. Code § 56.13, which requires that all non-basic charges be separately billed, so that it may bill home heater repair service on a separate line of the same bill.  Finally, it asks a waiver of 52 Pa. Code § 56.97.  Section 56.97 requires a utility to attempt to enter into payment arrangements for past due charges.  The company seeks to waive this rule so as to permit PGW to include any unpaid repair charges in the amount subject to payment arrangements. 


PGW asks that the Commission grant temporary waivers of 24 months and then, on the basis of progress reports which the company agrees to submit, consider extending the waivers.


In support of its request, PGW states that the rates, terms conditions of the gas appliance repair service are not regulated by PUC.  Second Amended Petition, pp. 8-11.  In the past it has allocated a portion of partial payments by customers to heater repair service, however, it states it has been notified by our Bureau of Consumer Services that that this appeared to be in violation of 52 Pa. Code § 56.23 of our regulations regarding application of partial payments between utility and other services.   


BCS also notified PGW it that the home heater repair service charges must be listed as "non-basic" on the bill and to refrain from terminating basic service for non-payment of these charges.  PGW states it is currently following that informal directive.


As noted earlier, the company states that changing its billing system would take time and increase its costs with respect to system programming fees.  It views these costs as being subject to recovery from its customers as stranded costs.  It states that it is constantly reevaluating its heater repair service.  If it cannot deal with partial payments and payment arrangements with respect to the costs of this service, it says it may have to terminate the service.

ANSWERS TO THE PETITION


The Commission's Office of Trial Staff (OTS) and the Office of Small Business Advocate (OSBA) have filed answers opposing the Petition of PGW.  OTS argues that we should not waive section 56.23 of our regulations which requires partial payments to be first assigned to basic service.  It says this will shift the financial burden of its unregulated repair service on to all ratepayers.  OTS Answer, p. 2. 

Because the entire payment is not first applied to basic service charges, as required by Commission regulations, payments for regulated services fall behind and place the customer in arrears which increases the Company's uncollectible accounts expense that is recovered from ratepayers in base rate filings.  In other words, this is an indirect method of shifting the risk of non-recovery of unregulated expenses to regulated rates because the allocation guarantees that the Company will collect a portion of its heater repair charges.  The Company is further benefits because the portion of basic service the customer cannot pay, due to this automatic allocation, can then be collected from ratepayers, including those customers who are not eligible to avail themselves of this service.
OTS Answer, p. 2.


OTS also opposes a waiver of section 56.97 in that it would allow PGW to include past due home heater repair charges in the total amount on which a payment plan is calculated.  It reiterates the reasons for which it opposes a waiver of section 56.23 and adds that including regulatory treatment of unregulated expenses violates sound ratemaking principles.  OTS Answer, p. 7.  It additionally opposes waiver of section 56.13 which requires that non-basic charges be billed separately.  Listing such items on a separate line is insufficient to comply with the regulations.  OTS Answer, p. 8. which requires that non-basic charges be billed separately.  Listing such items on a separate line is insufficient to comply with the regulations.  OTS Answer, p. 8.  OTS suggests that the company may avoid some of the cost of issuing a separate bill by including the bill for the unregulated services in the same envelope as the bill for basic services.

OSBA states that much of what PGW contends in its Petition cannot be verified by the document itself.  It urges us to deny the Petition or, in the alternative, to grant it only after a hearing.  OSBA Answer, p. 7.

DISCUSSION

Although PGW is seeking waiver of three of our regulations, all involve the same basic request, namely, that we allow the commingling of expenses for non-regulated services with those that are regulated.  PGW's request, however, runs counter to sound regulatory policy.  One of the hallmarks of the Natural Gas Choice and Competition Act, §§ 2201-12, has been the need for transparency in natural gas transactions and regulations so that customers could easily understand the nature of the costs of an unregulated retail commodity market.

PGW asks us to blur that distinction by including charges for nonbasic services, such as appliance repair, with those basic services like the distribution of natural gas that remain fully regulated.  Moreover, we believe OTS is correct in stating that allowing the application of partial payments to unpaid repair service expenses coupled with the inclusion of these expenses in the calculation of payment plans will result in unfairly placing these expenses, or at least of portion of them, on customers who do not receive the benefit of the repair service.


We must further note that PGW first withdrew the heater repair service for low income customers and then asked us to approve these waivers regarding collection of providing the service.   Moreover, the company has not filed an update on the status of the service or that of its billing system regarding provision of the service.  Therefore, we do not know if PGW is providing this service to its low income customers at this time, permanently withdrawn it or taken some other action.


For all the above-stated reasons the Second Amended Petition of PGW is denied.  THEREFORE,
IT IS ORDERED:

1. That Philadelphia Gas Works’ Petition for a waiver of 52 Pa. Code §§ 56.13, 56.23 and 56.97 is denied.

2. That a copy of this order be service upon Philadelphia Gas Works, the Office of Trial Staff and the Office of Small Business Advocate and the Office of Consumer Advocate.

3. That this docket be marked closed.

BY THE COMMISSION,

James J. McNulty,

Secretary

(SEAL)

ORDER ADOPTED:  August 30, 2007

ORDER ENTERED:   September 4, 2007









� 	We note that the company has not provided us with an update as to its decision.  If PGW discontinued offering the repair services, its Petition here would be moot.  Not having been informed of its decision, we will assume it is still offering the service and issue a decision on its Second Amended Petition.
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