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ORDER

BY THE COMMISSION



On June 1, 2007, Philadelphia Gas Works (PGW or the Company) filed the above-captioned Universal Service and Energy Conservation Plan (PGW Plan) pursuant to the Commission’s regulations at 52 Pa. Code §§ 62.1-62.8.  By this order, we approve this plan.
I.  Introduction and Background


On June 22, 1999, the Natural Gas Choice and Competition Act (Act), 

66 Pa.C.S. § 2201 et seq., was enacted, effective July 1, 1999.  The Act amended title 66 of the Pennsylvania Consolidated Statutes (“Public Utility Code”) by adding chapter 22 to establish standards and procedures for the restructuring of the natural gas utility industry.  In opening up the natural gas utility industry to competition, however, the General Assembly was also concerned about ensuring that natural gas service remained universally available to all customers in the state.  The Act, therefore, includes several provisions relating to universal service.  



The universal service provisions of the Act, among other things, tie the affordability of natural gas service to a customer’s ability to maintain utility service.  Appropriately, “universal service” has been defined as policies, practices and services that help low-income customers maintain their natural gas service.  66 Pa.C.S. § 2202.  The term includes customer assistance programs and usage reduction programs.  Section 2203(7) requires that “[t]he commission shall, at a minimum, continue the level and nature of the consumers protections, policies and services within its jurisdiction that are in existence as of the effective date of this chapter to assist low-income retail gas customers to afford natural gas services.”  66 Pa. C.S. § 2203(7).  Finally, the Act requires the Commission to ensure that universal service is appropriately funded and available in each natural gas distribution territory.  66 Pa.C.S. § 2203(8).  


To help meet its obligations under the Act relating to universal services, the Commission promulgated Universal Service and Energy Conservation Reporting Requirements regulations.  52 Pa. Code §§ 62.1-62.8.  These reporting requirements require a natural gas distribution company (NGDC) serving more than 100,000 residential accounts to submit to the Commission for approval an updated universal service and energy conservation plan every three years.  


Pursuant to the Universal Service and Energy Conservation Reporting Requirements at 52 Pa. Code § 62.4(a)(1), PGW submitted a universal service and energy conservation plan on June 1, 2007.  The “Philadelphia Gas Works Universal Service and Energy Conservation Plan – 2008 to 2010” is available for review on the Commission’s website at: www.puc.state.pa.us/general/pdf/PGW USP.pdf .   
The most recent impact evaluation of PGW’s universal service and energy conservation plan was completed by an independent evaluator, APPRISE Inc., entitled, Philadelphia Gas Works Customer Responsibility Program (Evaluation), and was submitted to the Commission on March 22, 2006, pursuant to the Commission’s regulations at 52 Pa. Code § 62.6.  The Evaluation is available for review on the Commission’s website at: 
http://www.puc.state.pa.us/general/pdf/USP_Evaluation-PGW.pdf .
II. Discussion


We find that PGW’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. § 2203.  It also meets the requirements of 66 Pa.C.S. § 2203(8) that universal service programs must be available in each natural gas distribution territory, and that the programs must be appropriately funded.  Finally, PGW’s plan meets the submission and content requirements at 52 Pa. Code § 62.4, 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 Natural Gas Choice and Competition Act 

The Commission finds that PGW’s updated universal service plan is consistent with the definition of “universal service and energy conservation” at 66 Pa.C.S. § 2202; the applicable standards for restructuring of the natural gas industry at 66 Pa.C.S. 
§§ 2203(7) and 2203(8); the reporting requirements at 52 Pa. Code § 62.4; the Customer Assistance Program (CAP) Policy Statement at 52 Pa. Code §§ 69.261-69.267; and the Low Income Usage Reduction Program (LIURP) regulations at 52 Pa. Code 
§§ 58.1-58.18.  



The Natural Gas Choice and Competition Act also recognizes the relationship between the affordability of natural gas 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. § 2203(7).  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. § 2203(8).  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 NGDC’s CAP payment plan complies with the intent of 66 Pa.C.S. § 2203(7) and 66 Pa.C.S. § 2203(8), the Commission considers program data supplied by NGDCs pursuant to 52 Pa. Code § 62.5 in combination with the results of the Bureau of Consumer Service’s (BCS or Bureau) review of relevant informal complaints.  BCS reviews informal complaints from customers who call the Commission to request payment arrangements.  


The Bureau’s review of informal complaints received in 2006 shows that only 18% of PGW’s CAP customers filing informal complaints with the Commission still have CAP bills that exceed the CAP Policy Statement guidelines.  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


The Commission regulations, 52 Pa. Code § 62.4(b), require natural gas 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 NGDC’s approved plan and the implementation of that plan.  
(9)  Outreach and intake efforts
(10-11)  Explanation of the integration of the various universal service programs

The above information about each component of PGW’s Plan – CAP (Customer Responsibility Program – CRP), LIURP (Conservation Works Program – CWP), CARES and the Hardship Fund – is discussed below. 
Section 62.4(b)(1) - Program Description

Customer Assistance Program (CAP)
PGW’s CAP program is known as the Customer Responsibility Program (CRP).  CRP 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 PGW’s CAP include:

· A reduced payment arrangement based on a percentage of income
· Arrearage forgiveness over a specified period of time

· Protection against loss of natural gas service

· Referrals to other community programs and services

The schedule of payments is as shown in Table 1:




Table 1

Payment Plan

	Income Category
	Percentage of Gross Income Budget Bill Payment

	0 - 50% Poverty
	8%; minimum payment of $18/month

	51 - 100% Poverty
	9%

	101 - 150% Poverty
	10%


PGW Plan, p. 2.


Conservation Works Program (CWP)


The Conservation Works Program is PGW’s low-income usage reduction program.  The program targets highest usage residential customers who are enrolled in CRP.   


The primary measures that may be provided by the CWP include diagnostic energy audit, energy education, energy-related home repair, thermostats with automatic clocks, blower door guided shell tightening, water heater wrap and pipe insulation, furnace filters or radiator deflectors, hot water conservation devices i.e., aerators and showerheads, and roof insulation.  
Section 62.4(b)(2) – Eligibility

PGW’s four universal service 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

	CRP (CAP)
	At or below 150% of the federal poverty guidelines.
	Participants do not have to demonstrate that they are payment-troubled

	CWP (LIURP) 
	Must be enrolled in CRP.  Priority is given to the highest users.
	

	CARES
	At or below 150% of the federal poverty guidelines.
	Hardship due to financial or non-financial crisis

	HARDSHIP FUND
	At or below 175% of the federal poverty guidelines.
	Has not received assistance for UESF in the past 24 months; Has applied for LIHEAP Cash or Crisis grants if the programs were open; Has had his/her service terminated or has received a service termination notice from their utility; and the $500 grant will completely eliminate the customer’s arrearage


Section 62.4(b)(3) - Projected Needs Assessments

The Company submitted a needs assessment that complies with 52 Pa. Code § 62.4(b)(3).  Using the most recent census data, PGW estimated that 152,540 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. § 2203(8), PGW proposes funding to support enrollment of 76,500 customers.  See PGW Plan, p.7.
Section 62.4(b)(4) - Projected Enrollment Levels

PGW’s plan contains projected enrollment levels shown in Table 3.  PGW 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 76,500 customers in its Customer Assistance Program through 2010.  
Table 3
Projected Enrollment Levels

	Universal Service Component
	2008-2010 Projected Enrollment Levels

	
	2008
	2009
	2010

	CRP (CAP)
	76,500
	76,500
	76,500

	CWP (LIURP) 
	2,500
	2,500
	2,500

	Hardship Fund
	1,300
	1,300
	1,300


At this time, the Commission finds that this enrollment should adequately serve the need in PGW’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 component of PGW’s program.
Section 62.4(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

	CRP (CAP) 
	$103,800,000
	$103,800,000
	$103,800,000

	CWP (LIURP) 
	$2,300,000
	$2,300,000
	$2,300,000

	Hardship Fund*
	$265,500
	$265,500
	$265,500

	Total
	$106,365,000
	$106,365,000
	$106,365,000

	*Hardship fund budget is derived from voluntary shareholder contributions.  


There are no established budget targets for the CARES component of PGW’s program.
Section 62.4(b)(6) - Use of Community-Based Organizations (CBOs)

Section 2203(8) 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 that reduce energy consumption or otherwise assist low income retail gas customers to afford natural gas service.” 66 Pa.C.S. 2203(8).  PGW uses 11 CBOs to participate in the Utility Emergency Services Fund (Hardship Fund).  These CBOs are also intake sites for LIHEAP and Crisis and many of them offer other low income services such as budget counseling and conservation workshops.  CBOs also participate in special outreach campaigns.  PGW does not contract with CBOs for services related to CRP and CWP.  PGW employees process CRP applications in-house, by mail or in person.  For LIURP, PGW utilizes one non-profit, the Energy Coordinating Agency of Philadelphia.  The Company’s use of CBOs complies with the intent of the Act.  

Section 62.4(b)(7) - Organizational Structure

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

1 Manager Universal Services 
1 Supervisor Universal Services 
4 Universal Services Specialists  


See PGW Plan, p.1.  We find that this staffing level is acceptable.  
IV. Conclusion 

In light of the analysis above, the Commission finds that PGW’s universal service plan complies with the universal service requirements of the Act at 
66 Pa.C.S. § 2203(7), § 2202, and § 2203(8), the reporting requirements at 
52 Pa. Code § 62.4, 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:
1. That the Philadelphia Gas Works Universal Service and Energy Conservation Plan 2008-2010 is approved as filed.
2.  That this docket be marked as closed.  

BY THE COMMISSION,







James J. McNulty







Secretary
(SEAL)
ORDER ADOPTED:  August 30, 2007



ORDER ENTERED:  August 31, 2007
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