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#1, AM 7/10/09, ML#s 116824 and 117609

October 5, 2009

Jennifer Petrisek

Senior Attorney

Allegheny Energy

800 Cabin Hill Drive

Greensburg, Pennsylvania  15601-1689

Re:
The Potomac Edison Company d/b/a Allegheny Power’s Compliance Plan to Implement COMAR 20.53.05.03, 20.53.05.05, 20.53.05.06, 20.53.06.06, and 20.53.07.10
Dear Ms. Petrisek:

On May 21, 2009, pursuant to Code of Maryland Regulations (“COMAR”) 20.53.01.04, the Potomac Edison Company d/b/a Allegheny Power (“Company”) submitted its Compliance Plan to reflect its implementation of certain regulations of COMAR Title 20, Subtitle 53, Competitive Electricity Supply
 along with proposed revisions to the Allegheny Power Electricity Supplier Coordination Tariff (“Supplier Tariff”) and retail tariff Electric P.S.C. Md. No. 53 (“Retail Tariff”).   On July 10, 2009, the Public Service Commission (“Commission”) held a hearing to consider the Compliance Plan and associated proposed tariff revisions.


The Commission’s Technical Staff (“Staff”) and other parties identified several issues with the Plan and associated Tariffs:  (1) the Company’s proposed surcharge to recover costs associated with implementation and uncollectible costs; (2) the Company’s proposal to implement its purchase of receivable (“POR”) billing system by December 15, 2009, with purchase of all outstanding receivables as of that date; (4) the exclusion of the POR of non-commodity receivables; (5) bill view access; and (6) the deletion of Supplier Consolidated Billing from the tariff language.  


After considering the Plan and the associated Tariffs, the Commission directs the Company to file modifications to the proposed tariff filings to comply with this letter order (“Order”).  Those portions of the tariff revisions that do not conform to this Order are rejected.

Proposed Surcharges to Recover Implementation and other Costs


The Commission rejects the Company’s proposal to impose a surcharge for the Company to collect implementation and uncollectible costs from all of its distribution customers.  The Commission is not willing to impose the cost of implementing customer choice on ratepayers, especially in a manner that absolves suppliers of all cost and risk.  The proposed surcharge methodology leaves suppliers with neither.  Suppliers should bear an appropriate share of the cost and risk of their business – risks already mitigated by the new regulatory requirement that the utilities purchase their receivables.  Accordingly, the Commission agrees with Staff’s recommendation and directs the Company to negotiate a discount rate to be applied uniformly by rate classes to all retail suppliers.  Further, the Commission declines to allow the utilities to collect a return or profit from the purchase of receivables – to the extent the utilities end up realizing some “return” from the difference between the discount and their actual collections, that is acceptable.


The Commission does not have sufficient evidence before it to determine what appropriate discount percent should be applied when purchasing the receivable.  The Company, in its modified tariff revisions, should propose an appropriate discount percentage that is comprised of the following components: (1) commodity-related bad-debt collections; (2) program development and operations costs associated with COMAR provision implementation, including administrative and collection costs; and (3) the risk associated with the continuation of the supplier-customer relationship.  The Company should include in its filing supporting documentation and rationale as to how it calculated the proposed discount factor.  The Company may develop a methodology that permits it to review the factors on an annual basis, and propose changes in the discount percentage based on the Company’s historical data related to the POR.  

Implementation Date of the POR Billing System


After considering the argument of the Company and others at the hearing as to the complexity of modifying the billing system to implement the POR program, the Commission finds that the Company requires sufficient time to ensure that the billing programs are properly modified and tested before “live” bills are issued to its customers.  Accordingly, the Commission approves the Company’s proposed implementation date of December 15, 2009 for its POR Billing System.  The Commission does not require the Company to purchase any receivable retroactive to the date on which the POR Billing System is implemented, and will not look favorably on any request from the Company for an extension of time to implement the POR Billing System.

Purchase of Non-Commodity Receivables


Staff recommended that the Company be required to purchase non-commodity receivables from the suppliers.  The Company and others indicated that, depending on how the supplier incorporates these non-commodity charges, the Company may be unable to separate the commodity charges from the non-commodity charges.  In those circumstances that the charges are separable and distinct, the Company and the other utilities prefer not to be required to purchase the non-commodity receivables.  The Commission concludes that the requirement for purchase of receivables relates to only the commodity charges, and the Company is not required to purchase non-commodity charges.  The Commission, however, reserves the right to re-visit this decision in the future.

Bill View Access


The Company uses a third-party electronic billing service, and its position is that the Company is not required to allow supplier access to the information.  Staff does not believe that the use of a third-party electronic billing service was anticipated as a means to avoid the requirements of the regulations.  Staff recommended that the Company explain the use of this approach to provide electronic access and why it should not be required to follow the bill view access rules.  The use of a third-party electronic billing service was not necessarily contemplated in the adoption of the bill view access regulation, and the Company’s position is that it currently is unable to comply with the bill view access rules.  The Commission, therefore, will temporarily waive the requirement of the bill view access regulation, until the Company submits a proposal by which it can comply with this rule and the Commission approves such proposal. The Company is directed to submit, within 30 days of the date of this Order, its proposal to comply with the bill view access regulation.

Supplier Consolidated Billing


Staff recommends that the Company’s proposal to delete the Supplier Consolidated Billing language from the tariff be rejected.  Staff believes that this option, while not covered by COMAR regulations, should not be eliminated without further discussions.   The Commission concurs with Staff that the Supplier Consolidated Billing language should be retained in the Supplier Tariff.  Further, the Commission notes that in its Order No. 74561 dated September 10, 1998 in Case No. 8738,
 the Commission concluded that the choice of receiving a single bill should be that of the customer.  The Commission reaffirmed its basic principle of allowing the customer a choice of billing options in its Order No. 75722 dated October 29, 1999,
 but further clarified that the electricity supplier is not required to offer any specific billing option to customers.
  


Although the Commission will require the Supplier Consolidated Billing option to be retained in the Supplier Tariff, the Commission notes that the issues of purchase of receivables and the supplier’s qualifications to provide a billing service have not been determined.  In Case No. 8738, the suppliers recommended, generally, that the biller would be required to purchase the receivables of the non-biller for all billing.
  At that time, the Commission decided that the purchase of all receivables is an option open to discussions between the parties, except as discussed in Order No. 75722.
  COMAR 20.53.05.06 only addresses the utilities’ purchase of receivables in the event of the supplier electing utility consolidated billing.  Currently, the Commission is unaware of any supplier electing supplier consolidated billing, and should any supplier wish to do so, the Commission believes that the issues of purchase of receivables and the qualifications of the supplier to provide consolidated billing must be considered prior to any supplier consolidated billing being implemented.








By Direction of the Commission, 







/s/ Terry J. Romine






Terry J. Romine







Executive Secretary

TJR:lvs

� The specific regulations are:  COMAR 20.53.05.03; 20.53.05.05; 20.53.05.06; 20.53.06.06; and 20.53.07.10.





�   In the Matter of the Commission’s Inquiry into the Provision and Regulation of Electric Service, Case No. 8738, 89 Md. PSC 172 (1998).


� Order No. 75722 dated October 29, 2009, In the Matter of the Commission’s Inquiry into the Provision and Regulation of Electric Service, Case No. 8738 (“Order 75722”), at p. 3.


� Order No. 75959 dated February 16, 2000, In the Matter of the Commission’s Inquiry into the Provision and Regulation of Electric Service, Case No. 8738, at p. 2.


� See Order No. 75722, at p. 14.


� Id., at p. 22.
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