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TITLE 20. PUBLIC UTILITIES AND TELECOMMUNICATIONS

STATE CORPORATION COMMISSION

Title of Regulation:  20 VAC 5-10. Rules Governing Utility Customer Deposit Requirements (amending 20 VAC 5-10-20).

Statutory Authority:  § 12.1-13 of the Code of Virginia.
Public Hearing Date:  Hearing will be scheduled if hearing requested.
Public comments may be submitted until December 1, 2003.

Agency Contact:  Farris M. (Rusty) Maddox, Principal Financial Analyst, State Corporation Commission, Division of Economics and Finance, P.O. Box 1197, Richmond, VA 23218, telephone (804) 371-9296, FAX (804) 371-9935, or e-mail rmaddox@scc.state.va.us.
Summary:

The proposed amendments change the prior year period used to calculate the interest rate on all customer deposits from the three-month period ending in December to the three-month period ending in November.  In addition, the proposed amendments change the calculation of the interest rate on customer deposits for nonprofit utilities from the investor-owned utility rate less a fixed rate of 2.0% (e.g., 2.0% less 2.0% = 0%) to 75% of the investor-owned utility rate (e.g., 2.0% x 0.75 = 1.5%).

AT RICHMOND, OCTOBER 24, 2003

COMMONWEALTH OF VIRGINIA, ex rel.

STATE CORPORATION COMMISSION

CASE NO. PUE-2003-00224
Ex Parte:  In the Matter Adopting

a Revised Rule Governing Utility

Customer Deposits

ORDER FOR NOTICE AND COMMENT OR 

REQUESTS FOR HEARING
On February 22, 1983, the State Corporation Commission ("Commission") issued its Final Order in Case No. PUE-1982-00073, revising the rate of interest that utilities must pay on customer security deposits held longer than 90 days.1  Pursuant to that Order, the interest rate for investor-owned utilities is set annually in January at a rate equal to the average of the one-year Treasury bill rates for October, November, and December of the preceding year.  Non-profit utilities that are owned by their customers pay an interest rate that is two percent (2%) less than the rate paid by the investor-owned utilities.

The interest rate for calendar year 2003 was calculated to be 1.5% for investor-owned utilities.  The cooperatives paid no interest on customer deposits as a consequence of the two percent (2%) discount.

Because the Rule has not been revisited since 1983 and because the Commission is concerned that some customers are receiving no interest on their deposits, we issued an Order Establishing Investigation and Inviting Comments on June 2, 2003, affording the public an opportunity to comment on the issues presented in that order.

Comments were received which provided the individual or collective responses of:  four investor owned electric utility companies ("IOUs"); 12 electric cooperatives and the Virginia, Maryland, & Delaware Association of Electric Cooperatives (together, the "Cooperatives"); three investor-owned gas utilities, one water company, and the Virginia Telecommunications Industry Association (collectively, the "Combined Companies"); and the Division of Consumer Counsel for the Office of the Attorney General.  Staff filed its Report on September 5, 2003.  Responses to the Staff Report were filed on October 1, 2003, by the Cooperatives and the Division of Consumer Counsel.

Staff has now proposed rules that would amend 20 VAC 5-10-20 by setting the rate paid on utility customer deposits by Cooperatives at 75% of the rate paid by IOUs, and concluding the three-month period used to calculate the interest rate on customer deposits in November.  The method of calculation remains unchanged, utilizing the average of one-year Treasury bill rates for a three-month period.  The proposed rules are attached to this Order as Attachment A.

We find that notice should be published in major newspapers of general circulation throughout the Commonwealth; that this Order should be forwarded to the Virginia Register of Regulations; that interested persons should be afforded an opportunity to file written comments concerning Staff's proposed rules; and that the Staff should file a Report responding to the comments filed herein.

Accordingly, IT IS ORDERED THAT:

(1) A copy of this Order shall be made available for public review at the Commission's Document Control Center, located on the first floor of the Tyler Building, 1300 East Main Street, Richmond, Virginia 23219, during the Commission's regular hours of operation, Monday through Friday, from 8:15 a.m. to 5:00 p.m.  Interested persons may also review a copy of this Order on the Commission's website, http://www.state.va.us/scc/caseinfo.htm.

(2) On or before November 17, 2003, the Commission's Division of Information Resources shall cause the following notice to be published as classified advertising on one occasion in newspapers of general circulation throughout the Commonwealth of Virginia:

NOTICE TO THE PUBLIC OF A PROCEEDING TO ADOPT 

RULES GOVERNING THE RATE OF INTEREST FOR 

UTILITY CUSTOMER DEPOSITS 

CASE NO. PUE-2003-00224

On February 22, 1983, the State Corporation Commission ("Commission") issued its Final Order in Case No. PUE-1982-00073, revising the rate of interest that utilities must pay on customer security deposits held longer than 90 days.  Pursuant to that Order, the interest rate for investor-owned utilities is set annually in January at a rate equal to the average of the one-year Treasury bill rates for October, November, and December of the preceding year (the rules adopted in the Commission's Final Order are codified at 20 VAC 5-10-20).  Non-profit utilities that are owned by their customers pay an interest rate that is two percent less than the rate paid by the investor-owned utilities.

The interest rate for calendar year 2003 was calculated to be 1.5 percent for investor-owned utilities.  The cooperatives paid no interest on customer deposits as a consequence of the two percent discount.

Because this Rule has not been revisited since 1983 and because the Commission is concerned that some customers are receiving no interest on their deposits, the Staff of the Commission has proposed rules that would amend 20 VAC 5-10-20 by setting the rate paid on utility customer deposits by Cooperatives at 75% of the rate paid by IOUs, and concluding the three-month period used to calculate the interest rate on customer deposits in November.  The method of calculation remains unchanged, utilizing the average of one-year Treasury bill rates for a three-month period.

Interested persons may obtain a copy of the Proposed Rules from the Commission's website, http://www.state.va.us/scc/caseinfo/notice.htm.

On or before December 1, 2003, any person desiring to comment on this matter may do so by directing such comments in writing to the Clerk of the Commission at the address set forth below.  Interested persons desiring to submit comments electronically may do so by following the instructions found on the Commission's website: http://www.state.va.us/scc/caseinfo/notice.htm.

All written communications to the Commission concerning this matter shall be directed to Joel H. Peck, Clerk of the State Corporation Commission, c/o Document Control Center, P.O. Box 2118, Richmond, Virginia 23218, and shall refer to Case No. PUE-2003-00224.

(3) On or before December 1, 2003, any person desiring to comment on this matter may do so by directing an original and fifteen (15) copies of such comments in writing to Joel H. Peck, Clerk of the State Corporation Commission, c/o Document Control Center, P.O. Box 2118, Richmond, Virginia 23218, and shall refer to Case No. PUE-2003-00224.  Interested persons desiring to submit comments electronically may do so by following the instructions found on the Commission's website: 

http://www.state.va.us/scc/caseinfo/notice.htm.

(4) On or before December 12, 2003, the Division of Economics and Finance shall file a report, summarizing and responding to the comments received herein.  The Division of Economics and Finance shall mail a copy of its report to all parties of record.

(5) On or before December 22, 2003, interested persons may file with the Clerk of the Commission an original and fifteen (15) copies of any response to the Staff Report.  Interested persons desiring to submit responses electronically may do so by following the instructions found on the Commission's website:  http://www.state.va.us/scc/caseinfo/notice.htm.

(6) The Commission's Division of Information Resources shall forthwith cause this Order to be forwarded for publication in the Virginia Register of Regulations.

(7) On or before December 22, 2003, the Division of Information Resources shall file with the Clerk of the Commission proof of publication of the notice required in Ordering Paragraph (2) herein.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to:  Philip J. Bray, Esquire, Allegheny Power Company, 10435 Downsville Pike, Hagerstown, Maryland 21740-1766; Anthony Gambardella, Esquire, Woods, Rogers & Hazlegrove, P.L.C., 823 East Main Street, Suite 1200, Richmond, Virginia 23219; John A. Pirko, Esquire, LeClair Ryan, P.C., 4201 Dominion Boulevard, Suite 200, Glen Allen, Virginia 23060; Jill C. Nadolink, Esquire, Dominion Virginia Power, Legal Services, P.O. Box 26532, Richmond, Virginia 23261; Richard D. Gary, Esquire, Hunton & Williams, Riverfront Plaza, East Tower, 951 East Byrd Street, Richmond, Virginia 23219-4074; F. Howard Bush, Kentucky Utilities Company, P.O. Box 32030, Louisville, Kentucky; C. Meade Browder, Jr., Senior Assistant Attorney General, Division of Consumer Counsel, Office of Attorney General, 900 East Main Street, Second Floor, Richmond, Virginia 23219; and the Commission's Office of General Counsel and Divisions of Energy Regulation, Economics and Finance, and Communications.

20 VAC 5-10-20. Rule governing utility customer deposit requirements.

Each utility may require deposits from customers to protect against uncollectible accounts. The maximum amount of any deposit shall not exceed the equivalent of the customer's estimated liability for two months usage. At the request of the commission, any public utility which bills in advance for any part of its services, yet requires a deposit as herein authorized, must justify the requirement as being reasonably necessary to protect against uncollectibles from its customers. 

Each utility shall be liable for interest on deposits held longer than 90 days, to accrue from the date the deposit is made until it has been refunded, or until a reasonable effort has been made to effect refund. All investor-owned utilities will pay interest on deposits, at a rate established annually.  The interest rate for such rate being deposits in a given year will be established in January December of each the preceding year to equal the average of the percent annual yields of one year Treasury bills (auction average - issue date) for September, October, and November, and December of the preceding year. Nonprofit utilities that are owned by their customers will pay 75% of the above described interest rate less 2.0%. The commission's Director of Economics and Finance shall notify utilities in January December of each year of the rate prevailing for that the ensuing year.  At the option of each customer making a security deposit, each utility shall annually make either direct payment to the customer of all accrued interest, or shall credit same to the customer's account. 

Customer deposits may be refunded by a utility at any time. Residential customers' deposits should not be held longer than one year and all other deposits should not be held longer than two years provided the customer has established satisfactory credit during that period. 

Whenever a utility requires a deposit from any residential customer, said the customer shall be permitted to pay it in three consecutive equal monthly installments whenever the total amount of the required deposit exceeds the sum of $40. Provided, however, that However, each utility shall have the discretion to allow payment of any deposit (more or less than $40 total) over a longer period of time to avoid undue hardship.

VA.R. Doc. No. R04-33; Filed October 27, 2003 11:00 a.m.

1 The rules adopted in the Commission's Final Order are codified at 20 VAC 5-10-20.
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