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NOTE: This informal discussion document was prepared by Commission staff to facilitate discussion at the Retail Markets Investigation Technical Conferences, autumn 2011.  It is not intended to be an official statement of Commission policy, nor is it intended to be a comprehensive, legal description of these programs or a discussion of all of the issues involved.  It is also not intended to represent the position of any party.   

Universal Service: Policies, protections and services that help low-income customers maintain electric service.
[image: image2.png]Number of Estimated Low Income Electric Customers™

Company e o, Percent of Customers
Alegheny 154525 251%
Duguesne 132781 253%
Met£d 9859 203%
PECO-Electric 286,479 20.4%
Penelec 153977 305%
penn Pover 35450 253%

PPL 313760 17.7%
Total 1,076,580 22.0%





* Low Income is defined as household income at or below 150 percent of the Federal Poverty Level.   


LEGAL BACKGROUND:
The Electricity Generation Customer Choice and Competition Act (Electric Choice Act), 66 Pa. C.S. §§ 2801-2812, became effective on January 1, 1997. In opening up the retail electric generation market to competition, the General Assembly also was concerned about ensuring that electric service remains universally available to all customers in the state. Consequently, the Electric Choice Act contains provisions relating to universal electric service.  Specifically, the Act requires the Commission to maintain, at a minimum, the protections, policies and services that 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 and energy conservation policies are appropriately funded and available in each electric distribution territory, 66 Pa. C.S. § 2804(9). 
To meet the requirement imposed by the Electric Choice Act, the Commission established Universal Service and Energy Conservation Reporting Requirements, 52 Pa. Code §§ 54.71-54.78.  The Reporting Requirements direct each EDC serving more than 60,000 residential accounts to submit a universal service and energy conservation plan every three years to the Commission for approval.  The plans may contain the following universal service programs:
UNIVERSAL SERVICE PROGRAMS:
I.
CAP (Customer Assistance Program) 
CAP is a payment assistance and debt forgiveness program for payment-troubled households. CAP’s payment assistance feature is intended to provide affordable monthly bills based on a set energy burden standard. These lower rates are applied to ongoing usage as long as the household remains current and timely in paying its monthly customer assistance payments. CAP rates may take the form of a discounted price on actual usage, on either all or a portion of the usage, or a monthly amount that is calculated upon a percentage of the household income. Percentage of income plans are correlated directly to the household’s income and the Commission-determined allowable energy burden percentage. CAP’s debt forgiveness feature freezes a household’s unpaid past debt upon entry into the program. As long as the household remains current and timely on its future payments, the past debt is not collected and is eventually forgiven in incremental amounts over time.
“CAP” is a generic term that is used to identify these programs in general; individual utilities may or may not use this term to identify their specific program.  For example, PPL calls their CAP program “On-Track.”   

CAP programs are currently governed by the “Policy Statement On Customer Assistance Programs,” 52 Pa Code §§ 69.261-69.267: (http://www.pacode.com/secure/data/052/chapter69/chap69toc.html ) 
CAP: Percentage of Income Plan:  Under this type of payment plan, the customer’s monthly CAP bill is calculated as a percentage of the customer’s income; the percentage used in the calculation depends on where the customer’s income falls in relation to the Federal Poverty Income Guidelines (FPIG).  The CAP Policy Statement recommends that payments for electric heating accounts should be within the following ranges under a percentage of income plan:

· If the household income is between 0-50% FPIG, the CAP bill should be:  7-13% of the customer’s income. 

· If the household income is between 51-100% FPIG, the CAP bill should be:  11-16% of the customer’s income.
· If the household income is between 101-150% FPIG, the CAP bill should be: 15-17% of the customer’s income. 
52 Pa. Code § 69.265(2)(i)(C)(I)-(III).
CAP: Percentage of Bill Plan:  The participant’s household payment contribution for total electric home energy under a percentage of bill plan is determined using variables based on family size and income and the household’s energy usage level.  52 Pa. Code § 69.265(2)(ii).  A participant’s annual payment is calculated as a percentage of income payment and converted to a percentage of the annual bill.  When a utility determines subsequent CAP payment amounts, a participant will continue to pay the same percentage of the bill even if annual usage has changed.  For example, if a customer’s annual percentage of income payment is $500 and the annual bill is $900, the percentage of bill is 55%.  The customer’s CAP payment is 55% of the annual of $900 ($500).  If the annual bill is more or less than $900, the customer still pays 55% of the actual bill.

CAP:  COST RECOVERY:  In evaluating utility CAPs for ratemaking purposes, the Commission will consider both revenue and expense impacts. 52 Pa. Code § 69.266.  Revenue impact considerations include a comparison between the amount of revenue collected from CAP participants prior to and during their enrollment in the CAP. CAP expense impacts include both the expenses associated with operating the CAPs as well as the potential decrease of utility operating expenses. Operating expenses include the return requirement on cash working capital for carrying arrearages, the cost of credit and collection activities for dealing with low income negative ability to pay customers and uncollectible accounts expense for writing off bad debt for these customers. When making CAP-related expense adjustments and projections, utilities should indicate whether a customer’s participation in a CAP produced an immediate reduction in utility expenses and a reduction in future expenses pertaining to that account.  
	Electric Utility:
	Name of CAP program:
	Type of Payment Plan:
	CAP customers shopping?:

	West Penn Power
	Low-Income Payment & Usage Reduction Program (LIPURP)
	Percentage of Income
	No.  This may change in the future as West Penn is integrated into FirstEnergy.

	Duquesne Light
	Customer Assistance Program (CAP)
	Percentage of Bill
	Yes/No.  Technically, CAP customers can shop.  However, practical obstacles presented by the current billing system make this unlikely (must be dual-billed).  This should change when new billing system is in place in 2013.

	Met-Ed*
	Pennsylvania Customer Assistance Program (PCAP)
	Percentage of Income
	Yes.

	PECO Energy
	CAP Rate  
	Rate Discount
	No.  A condition of participating in the CAP program is that a customer must be a PECO default customer.

	Penelec*
	Pennsylvania Customer Assistance Program (PCAP)
	Percentage of Income
	Yes.

	Penn Power*
	Pennsylvania Customer Assistance Program (PCAP)
	Percentage of Income
	Yes.

	PPL
	OnTrack
	Four options
	Yes. 

	* The FirstEnergy companies use a modified percentage of income plan.   



CAP:  ENROLLMENT, BILLS AND COSTS: 
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II.
Low Income Usage Reduction Program (LIURP)


The Pennsylvania Low Income Usage Reduction Program (LIURP) is a statewide, utility-sponsored, residential usage reduction program mandated by Commission regulations at 52 Pa. Code §§58.1-58.18. (http://www.pacode.com/secure/data/052/chapter58/chap58toc.html ). The primary goal of LIURP is to assist low income residential customers to conserve energy and, as a result, reduce energy bills.  Qualifying households receive three services: (1) The household receives an energy audit to assess household condition and energy usage; (2) Where the audit deems it cost effective, the household receives free installation of energy conservation and energy efficiency measures such as insulation, air sealing, and appliance installation; and (3) The household receives free education on energy conservation and usage reduction.

LIURP is targeted toward customers with annual incomes at, or below 150 percent of the federal poverty level. However, the LIURP regulations permit companies to spend up to 20 percent of their annual LIURP budgets on customers with incomes between 150 percent and 200 percent of the federal poverty level that have special needs. LIURP places priority on the highest energy users who offer the greatest opportunities for bill reductions. Generally, the EDCs target customers with annual usage of at least 6,000 kWhs. When feasible, the program targets customers with payment problems (arrearages). The program is available to both homeowners and renters. LIURP services all housing types, including single family homes, mobile homes, and small and large multi-family residences.
The LIURP funds are included in utility rates as part of the distribution cost.  The current LIURP funding levels for each utility were set for a period of three years in the most recently filed universal service plans. 
LIURP is often referred to as “weatherization.”  However, these programs are not “Act 129” programs and in fact, pre-date Act 129.  LIURP is also independent of other state and federal government-sponsored weatherization programs overseen by the Department of Community and Economic Development.
Shopping/receiving service from an EGS does not impact a customer’s eligibility for this program.  
  [image: image5.png]LIURP Electric Production

Water

Water

Heatin Baseload | Heatin Baseload
lone® | Heating | B obs | Weating | SSLCE
Jobs Jobs

Allegheny 72 27 B 500 00 100
Duquesne 367 i 3,269 % 3 2423
Metd 52 ES ) st a7 382
PECO Electrc 1,145 o 6953 1274 0 7,002
Penelec 2 985 510 a2 166 530
Penn Power 178 167 195 246 254 270
PoL T84 EN] 78 1300 300 1050
Total 3993 | 2066 | 1229 | 4380 | 2560 | 11757





[image: image6.png]LIURP Spending - Electric Ut

S 2010 201
Actual spending Projected spending*

Allegheny $1812314 52352,000

Dugquesne $2,265,746 51,361,600

Met-Ed $2493526 $3153,354

PECO-Electric $5,600,000 55,600,000

Penelec $2938007 §3812021

Penn Power 957,145 51,847,251

PPL $7,840038 8,000,000

Total 523,906,866 526,126,226





III.
Hardship Funds

Hardship Funds are programs that provide cash grants to qualifying households to assist in the payment of utility bills. They are funded through contributions made by the public that are often matched by the company.

IV.
Customer Assistance Referral and Evaluation Program (CARES)
CARES is a social service and referral program for households encountering some form of extenuating circumstances or emergency that result in the households’ inability to pay for utility service.  Qualifying households may receive counseling and/or direct referrals to community resources that can aid the family in resolving the emergency.

V.
Low-Income Home Energy Assistance Program (LIHEAP)

LIHEAP is a federal program that provides financial assistance to needy households for home energy bills. In Pennsylvania, the Department of Public Welfare (DPW) administers the LIHEAP program. The LIHEAP program provides both cash and crisis benefits to low-income households. Cash benefits help low-income customers pay for their home energy needs while crisis payments help meet emergency home energy situations. 

Only energy providers who are approved and certified as a “vendor” by DPW may receive LIHEAP payments directly from DPW (otherwise, the grant is paid directly to the customer).  Currently, there are no EGSs certified by DPW as a vendor.  Information on becoming a vendor is available on DPW’s website at (http://www.dpw.state.pa.us/provider/informationforliheapvendors/S_000962).        
For More Information:

Details and data on utility universal service programs (CAP, LIURP, Hardship Funds, CARES) are available in the Commission’s annual UNIVERSAL SERVICE PROGRAMS AND COLLECTIONS PERFORMANCE reports.  These reports are available on the Commission’s website:

 http://www.puc.state.pa.us/general/publications_reports/universal_service_reports.aspx
General information (intended to assist consumers) is also available on the website:
http://www.puc.state.pa.us/general/consumer_ed/energy_asst_progs.aspx
Information about LIHEAP can be found on DPW’s website:
http://www.dpw.state.pa.us/foradults/heatingassistanceliheap/S_000960
Examples of Hardship Funds:    
http://www.dollarenergy.org/
http://www.uesfacts.org/
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