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TENTATIVE ORDER
BY THE COMMISSION

On February 25, 2010, Duquesne Light Company (Duquesne Light or Company) filed the above-captioned Universal Service and Energy Conservation Plan (Plan) in accordance with the Commission’s regulations at 52 Pa. Code §§ 54.71-78.  The Company subsequently filed three amendments to the Plan on the following dates: March 31, May 13 and August 5, 2010, which is the final version.  By this Tentative Order, we will approve the final version of Duquesne Light’s Plan that was filed on August 5, 2010, and solicit comments from interested parties.    



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 the Act was to introduce competition into the electric generation market.  The Act established standards and procedures for the restructuring of the electric utility industry.  While opening the market to competition, the Act also included several provisions designed to ensure that utility service remains available to all customers in the Commonwealth.    

	The universal service provisions of the Competition Act, among other things, tie the affordability of electric service to a customer’s ability to pay for that service.  The Competition Act defines “universal service and energy conservation” as the policies, practices and services that help low-income customers maintain utility service.  The term includes customer assistance programs, usage reduction programs, service termination protections and consumer education.  66 Pa. C.S. § 2803.  The Act declares that the Commonwealth must, at a minimum, continue the low-income policies, practices and services that were in existence as of the effective date of the law.  66 Pa. C.S. § 2802(10).  Finally, the Act requires the Commission to ensure that universal service and energy conservation services are appropriately funded and available in each utility distribution territory.  66 Pa. C.S. § 2804(9).  

	To help meet the requirements imposed by the Competition Act, the Commission established the Universal Service and Energy Conservation Reporting Requirements (USEC Reporting Requirements) at 52 Pa. Code §§ 54.71-54.78.  These reporting requirements require each electric distribution company (EDC) serving more than 60,000 residential accounts to submit an updated universal service and energy conservation plan every three years to the Commission for approval. 

	In compliance with these requirements, Duquesne Light has submitted the “Duquesne Light Company Universal Service and Energy Conservation Plan 2011-2013.”    

II. Discussion

	The General Assembly has acknowledged the importance of helping low-income customers maintain utility service.  Therefore, the Competition Act requires the Commission to continue, at a minimum, the same level and nature of consumer protection policies and services that were in place at the time the Act became effective.  66 Pa.C.S. § 2802(10).  Under the Act, universal service programs are subject to the administrative oversight of the Commission, which must ensure that the utilities run the programs in a cost-effective manner.  66 Pa.C.S. § 2804(9).  Accordingly, the Commission has decided that it will balance the interests of customers who benefit from the universal service programs with the interests of the customers who pay for the programs.[footnoteRef:1]  Although the Acts do not define “affordability,” the Commission’s Policy Statement on CAPs (Policy Statement) at 52 Pa. Code  [1:  See Final Investigatory Order on Customer Assistance Programs: Funding Levels and Cost Recovery Mechanisms (Final Investigatory Order), Docket No. M-00051923, Order entered December 18, 2006, at 6-7.] 

§§ 69.261-69.267 provides guidance on setting affordable payments.  

	As detailed in the following paragraphs, the Duquesne Light Plan complies with applicable provisions in the Public Utility Code, 66 Pa. C.S. §§ 101 et seq., Commission regulations and Commission policy statements.  The Plan contains all of the components included in the definition of universal service at 66 Pa. C.S. § 2804(a), which mandate that universal service programs be available in each large EDC service territory and that the programs be appropriately funded.  Finally, the Plan meets the submission and content obligations of the USEC Reporting 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.

	The Duquesne Light Plan contains four components that help low income customers maintain utility service.  The four components are as follows: (1) the CAP program, which provides discounted rates for low-income residential customers; (2) Smart Comfort, a LIURP program that provides weatherization and usage reduction services to help low-income customers reduce their utility bills; (3) the Customer Assistance and Referral Evaluation Services (CARES) Program, which provides referral services for low-income, special needs customers; and (4) the Hardship Fund, which provides grants to customers who have had their utility service terminated or are threatened with termination.  With these four programs in place, the Duquesne Light Universal Service Plan meets the requirements of the Competition Act.  

III. Contents of Universal Service Plan 

The USEC Reporting Requirements at 52 Pa. Code § 54.74(b) require an EDC to include the following information for each component of its universal service plan:  
· Program descriptions
· Eligibility criteria
· Projected needs assessment
· Projected enrollment levels
· Program budget
· Plans to use community-based organizations
· Organizational structure

The following sections provide a summary of the information provided by Duquesne Light regarding the contents of its Universal Service and Energy Conservation Plan. 
  
· Program Descriptions

Customer Assistance Program

Duquesne Light’s CAP offers discounted electric bills to low-income customers depending on the customer’s income and circumstances.  In addition to reduced utility bills, CAP customers also receive the opportunity to have their pre-program arrearages completely forgiven within three years of entering the program.  For each month the customer pays his or her monthly CAP bill in full and on time, Duquesne Light will forgive 1/36th of the customer’s arrearage.  The CAP program is open to any payment-troubled customer whose income is 150% of the Federal Poverty Income Guidelines (FPIG), or less.  The program also accepts senior citizens with incomes of 200% FPIG or less.  Duquesne Light monitors the program, however, to insure that no more than 20% of the CAP participants are senior citizens with incomes between 150% and 200% FPIG.  

Duquesne Light funds the CAP program through base rates.  

Duquesne Light has proposed several changes to its CAP program for the 2011-2013 Plan pursuant to 52 Pa. Code § 54.74(a)(3).  First, the Company proposes to initiate an automatic enrollment program.  Under this new program, any customer who receives a Low Income Home Energy Assistance Program (LIHEAP) cash grant will be enrolled provisionally in CAP pending submission of household residency and income information.  While in a provisional status, the customer will pay the regular budget bill.  The Company will freeze the customer’s outstanding balance and will set aside 1/36th of the balance every month to be forgiven when the customer’s application process is completed.  After the customer is formally enrolled into CAP, the company will put the customer on a reduced CAP budget in accordance with the rules of the program, and will apply the arrearage forgiveness to a customer’s outstanding balance for each month the customer paid the budget bill on time and in full.

Additionally, Duquesne Light proposes to change the manner in which it applies LIHEAP cash grants to CAP customers’ accounts, in order to comply with the Pennsylvania Department of Public Welfare’s (DPW) new policy.[footnoteRef:2]  Duquesne Light will apply LIHEAP cash grants only to the CAP recipient’s “Asked to Pay” amount.  Any remaining funds will be kept in the customer’s account as a credit to pay for future “Asked to Pay” amounts.  Duquesne Light will not apply LIHEAP cash funds to a CAP customer’s pre-program arrearages or actual usage amounts.  Duquesne Light estimates that the financial effect of these changes will increase costs to residential ratepayers by $2.4 million per year.  Accordingly, Duquesne revised its budget expenditures to reflect the increase in costs.    [2:  LIHEAP is a federal program administered by the United States Department of Health and Human Services (HHS).  In Pennsylvania, HHS allots LIHEAP grant monies to DPW.  As a recipient of the grant, DPW is responsible for interpreting and applying the directives of HHS, and developing and applying rules for the distribution of LIHEAP funds.  42 U.S.C.S. § 8624.   Beginning with the 2009-2010 LIHEAP program year, DPW disallowed utilities from applying the LIHEAP cash grant to a CAP customer’s pre-program arrearages or to the customer’s actual usage amounts.  DPW only permits utilities to apply the LIHEAP cash benefit towards a CAP customer’s monthly “Asked to Pay” amount. 
] 


The Company also would like to implement several control features of the Commission’s Policy Statement that it did not previously employ.  Duquesne Light proposes to establish minimum payments for CAP participants in accordance with 52 Pa. Code § 69.265(3)(i).  Duquesne Light would set minimum payments for non-heating accounts at $12-$15 per month, while minimum payments for heating accounts would be set at $30-$40 per month.  The Company also desires to establish consumption limits for CAP customers in accordance with 52 Pa. Code § 69.265(3)(iii).  The consumption limits are generally 110% of the customer’s historical average usage.  Finally, the Company would like to establish maximum CAP credits in accordance with 52 Pa. Code § 69.265(3)(v).  Maximum CAP credits are currently set at $560 per year for non-heating accounts and $1400 per year for heating accounts.

 Duquesne Light employs a percentage-of-bill method of calculating a customer’s monthly CAP bill as shown in Table 1.  
				
	Table 1

	Calculation of Duquesne Light Monthly CAP Bill


	 
	Heating Account 
	Non-heating Account

	If the customer’s income is 
0-50% FPIG: 
	The customer pays 45% of the normal monthly budget bill 
	The customer pays 30% of the normal budget bill 

	If the customer’s income is 
51-100% FPIG: 
	The customer pays 65% of the normal budget bill 
	The customer pays 60% of the normal budget bill 

	If the customer’s income is 101-150% FPIG: 
	The customer pays 80% of the normal budget bill 
	The customer pays 85% of the normal budget bill 



 		Low-Income Usage Reduction Program

Duquesne Light’s usage reduction program is entitled Smart Comfort.  It is for low-income customers with incomes up to 150% FPIG and senior citizens with incomes up to 200% FPIG.  The Smart Comfort program provides weatherization and conservation services to encourage usage reduction.  Duquesne Light also refers LIURP recipients to CAP, the Hardship Fund and other low-income programs.  

		Hardship Fund 

Duquesne Light operates its hardship fund in partnership with the Dollar Energy Fund (DEF).  Duquesne Light customers contribute to the hardship fund by adding $1, $2 or $5 to their electric bill payments.  Company shareholders then match the total of the customer contributions.  In addition, the Company annually contributes $65,000 to $75,000 to DEF to cover administrative costs.   

DEF provides grants of up to $500 to residential customers with incomes of 200% FPIG or less who are in imminent danger of service termination or who have already had their utility service terminated.  

		CARES Program

	The CARES program assists payment-troubled customers who are experiencing temporary financial problems.  CARES representatives make referrals to social service agencies and provide information regarding available programs.  Agents may also establish payment agreements that match the customer’s circumstances.  While the CARES program is designed for low-income customers, no customers are denied assistance, regardless of income or circumstances.     

· Eligibility Criteria

The four components of Duquesne Light’s Plan have slightly different eligibility criteria.  Table 2 below shows the eligibility criteria for each universal service component.  The proposed Plan makes no changes to the eligibility requirements for any of the individual programs.  





	Table 2
Eligibility Criteria

	Program
	Income Criteria
	Other Criteria 

	CAP
	· 150% FPIG or less 
· 200% FPIG or less for senior citizens aged 62 and over 
	· Must be a residential customer
· Must be payment-troubled
· No more than 20% of CAP customers can be in the 150%-200% FPIG range.  

	Smart Comfort (LIURP) 
	· 150% FPIG or less 
· 200% FPIG or less for senior citizens aged 62 or over 
	· Must be a residential customer 
· No more than 50% of Smart Comfort customers can be in the 150%-200% FPIG range.  
· Customer must have base load consumption of 500 kWh per month and must be a resident at current address for at least six months.  (This requirement is waived for electric heat customers who are homeowners.)

	Dollar Energy Fund (Hardship Fund)
	· 200% FPIG or less 

	· Must be a residential customer 
· Customer must have paid at least $150 within 90 days prior to application ($100 for seniors) 
· Customer must have an account balance of at least $100 ($0 for seniors)

	CARES
	· The program targets customers whose income is less than 150% FPIG (200% FPIG for senior citizens), but no customer is turned away  
	· Special needs
· 



· Projected Needs Assessment  

Duquesne Light submitted a needs assessment in accordance with 52 Pa. Code      § 54.74(b)(3).  Using the most recent census data, as updated by the American Community Survey, Duquesne Light estimated that approximately 127,000 households in its service territory have incomes that would make them eligible for one or more of Duquesne’s universal service programs.  This figure represents about 25% of Duquesne Light’s total residential household population.  Citing the increased unemployment rate in Pennsylvania and an increase in the number of households receiving food stamps in Allegheny and Beaver counties, Duquesne Light foresees a significant increase in the need for the CAP program.  

· Projected Enrollment Levels

Duquesne Light’s CAP program is an open enrollment program.  There is no limit on the number of customers that can be enrolled.  As of June 30, 2010, enrollment in the CAP program stood at 34,229 customers.  Duquesne Light anticipates increased enrollment due to its new automatic enrollment procedure and a proposed industry-wide single-application system.  Based on this information and on the needs assessment described in the previous section, Duquesne Light projects a significant increase in CAP enrollment levels as shown in Table 3.

Duquesne Light determines the projected enrollment in the Smart Comfort program by dividing the total amount of available funds by the average cost per LIURP job.  Using this method, and projecting LIURP funding of $1,011,600  per year and an average cost of $562 per job, Duquesne Light anticipates completing 1,800 LIURP jobs per year during the course of the proposed Plan.  In addition, Duquesne Light will also complete 623 jobs per year at a cost of $350,000 per year in accordance with a settlement agreement agreed to during a 2006 rate case.[footnoteRef:3]       [3:  See Pa. PUC et al. v. Duquesne Light Company, Docket No. R-00061346, Order entered December 1, 2006.  ] 


The Company did not attempt to forecast the number of customers served by the Hardship Fund, due to the unpredictability of customer donations and fundraising efforts.  Duquesne Light anticipates that it will continue the same enrollment level in the CARES program, which serves an estimated 10,000 to 15,000 customers annually.

Table 3 shows the projected enrollment or assistance levels for Duquesne Light’s CAP, Smart Comfort, Hardship Fund and CARES programs.  


	
Table 3
Projected Enrollment Levels

	
	2011
	2012
	2013

	CAP
	47,200
	51,900
	56,600

	LIURP (Smart Comfort)
	2,423
	2,423
	2,423

	Hardship Fund (DEF)      
	1,400
	1,400
	1,400

	CARES
	16,000
	16,000
	16,000



At this time, we find that these enrollment levels should adequately serve the need in Duquesne Light’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 other universal service data.  

· Program Budgets

Table 4 below shows the proposed budget levels for Duquesne Light’s universal service components as well as the average spending per customer for 2011-2013.  

	Table 4
Universal Service Program Budgets

	Universal Service Component
	2011
	2012
	2013

	CAP 
	$26,200,000
	$28,600,000
	$30,930,000

	LIURP (Smart Comfort)
	$1,361,600
	$1,361,600
	$1,361,600

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

	Hardship Fund* (DEF)
	$450,000
	$450,000
	$450,000

	Total 
	$27,686,600
	$30,086,600
	$32,416,600

	Spending per Residential Customer per Month**
	$4.40
	$4.78
	$5.15


* These funds are not recovered in base rates, therefore are not included in the “Total” above or the “Spending per       Residential Customer per Month calculation.” 
  **Based on a total of 524,333 residential customers. 
	

· Use of Community-Based Organizations (CBOs)

The Competition Act directs the Commission to encourage utility companies to use community-based organizations to assist in the operation of universal service programs.  66 Pa. C.S. § 2804(9).  In meeting this provision, Duquesne Light employs Goodwill of Southwestern PA and Holy Family Institute to administer its CAP and CARES programs.  These agencies operate at eight locations throughout the Duquesne Light service territory.  They are responsible for all customer contacts including determining eligibility and completing enrollment.  They are authorized to enroll and maintain customer accounts online through direct connection with Duquesne Light’s Customer Information System.  In addition to using these organizations to administer the CAP and CARES programs, Duquesne Light partners with the Dollar Energy Fund to run its Hardship Fund, which collaborates with the Holy Family Institute, Goodwill of Southwestern Pennsylvania and other community-based organizations.  Duquesne Light also employs a firm by the name of CCI to administer the Smart Comfort program.      

· Organizational Structure

The organizational makeup of Duquesne Light’s Universal Services Department consists of the following:
1 Manager, Customer Relations  
1 Senior Analyst for Universal Services 
1 Senior Customer Service Representative for Universal Services
1 Customer Service Representative for Universal Services
 
As stated above, Duquesne Light uses a network of CBOs to administer its CAP and CARES programs.  The CBOs handle the application and enrollment process and serve as the primary contact with the customer after enrollment.  The CBO network employs 14 full-time employees in carrying out these functions.  In addition, Duquesne Light partnered with the Dollar Energy Fund to administer its Hardship Fund.  Finally, Duquesne Light employs a separate vendor with seven full-time employees to administer its Smart Comfort program.  This level of support should allow Duquesne to operate its programs efficiently.  Therefore, we find the staffing levels to be acceptable.  

IV. Conclusion 

In light of the above analysis, the Commission finds that Duquesne Light’s proposed Universal Service Plan complies with the universal service requirements of the Electricity Generation Customer Choice and Competition Act at 66 Pa. C.S. §§ 2801-2812.  The Plan also complies with the universal service reporting requirements at 52 Pa. Code §§ 54.74, the Commission’s 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 authority to order future changes to the Plan based on evaluation findings, universal service data or rate-making considerations; 

THEREFORE, IT IS ORDERED:

1.  That the amended Universal Service and Energy Conservation Plan for 2011-2013 as filed by Duquesne Light on August 5, 2010, is approved tentatively as consistent with Title 66 of the Pennsylvania Consolidated Statutes, Title 52 of the Pennsylvania Code and Commission practice. 

2.  That a copy of this Tentative Order be served on Duquesne Light, the Office of the Consumer Advocate, the Office of Small Business Advocate, the Office of Trial Staff, and the Pennsylvania Utility Law Project..

3.  That a copy of this Tentative Order be posted on the Commission’s website at    http://www.puc.state.pa.us.
4.  That comments to this Tentative Order shall be filed within thirty (30) days of the entry of this Order, and that reply comments shall be filed within fifteen (15) days thereafter.

5.  That an original and five (5) copies of comments and reply comments shall be filed with the Commission’s Secretary at P.O. Box 3265, Harrisburg, PA 17105-3265.  

6.  That an electronic copy in WORD or WORD-compatible format, of all filed submissions, comments and reply comments  be provided to Grace McGovern, Bureau of Consumer Services, at gmcgovern@state.pa.us, to Stephanie Wimer, Law Bureau, at stwimer@state.pa.us, and to Cyndi Page, Office of Communications, at cypage@state.pa.us.

7.  That the contact person for this Tentative Order is Grace McGovern, Bureau of Consumer Services, 717-783-2067, gmcgovern@state.pa.us.

8.  That this Tentative Order shall become final and the docket shall be closed if 
no adverse comments are received within thirty (30) days of entry of this Order.
			

	BY THE COMMISSION,


						Rosemary Chiavetta
						Secretary

(SEAL)
ORDER ADOPTED:  November 19, 2010 	
ORDER ENTERED:   November 23, 2010	
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