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ELECTRIC UNIVERSAL SERVICE PROGRAM 
2008 ANNUAL REPORT 

 
 
 

I.  OVERVIEW 
 
The Electric Universal Service Program (“EUSP”), enacted as part of the Electric Customer 

Choice Act of 19991 (“the Act”), was designed by the Maryland General Assembly to assist low-
income electric customers with arrearage retirement, bill payment assistance, and weatherization 
upon the restructuring of Maryland’s electric and electricity supply market. Pursuant to the Act, §7-
512.1 of the Public Utility Companies Article, Annotated Code of Maryland (“PUC Article”) 
required the Public Service Commission (“Commission”) to establish the program, make it available 
to low income electric customers statewide, and provide oversight to the Office of Home Energy 
Programs ("OHEP"), the arm of the Department of Human Resources ("DHR") responsible for 
program delivery. 

 
 

II.  LEGISLATIVE REQUIREMENTS 
 
Under the Act, the Commission is required to oversee the program as it is administered by 

DHR, through OHEP. Section 7-512.1(c) of the PUC Article requires the Commission to report 
annually to the General Assembly regarding the EUSP, including:  

 
(i) a recommendation on the total amount of funds for the program, subject to the amounts 

stated that are to be collected pursuant to subsection 7-512.1 (e), for the following fiscal 
year based on:  

1. the level of participation in and the amounts expended on bill assistance and 
arrearage retirement during the preceding fiscal year; 

2. how bill assistance and arrearage retirement payments to customers were 
calculated during the preceding fiscal year; 

3. the projected needs for the bill assistance and arrearage retirement components of 
the electric universal service program for the next fiscal year; and 

4. the amount of any bill assistance and arrearage retirement surplus carried over in 
the electric universal service program fund under subsection (f)(6)(i) of this 
section; 

(ii) for bill assistance: 
1. the total amount of need, as determined by the Commission, for electric customers 

with annual incomes at or below 150%2 of the federal poverty level and the basis 
for this determination; and  

                                                 
1 Chapter 3, 1999 Laws of Maryland. 
2 The total amount of need discussed in this report is for electric customers with gross household income at or below 
175% of the federal poverty level, the level at which electric customers are eligible to participate in the EUSP.  See 
PUC Article §7-512.1(a). 
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2. the percentage of need, as determined by the Commission, but at a minimum of 
50%, that should be funded through the electric universal service program and the 
basis for this determination;  

(iii) the amount of funds needed, as determined by the Commission, to retire arrearages for 
electric customers who have not previously received assistance in retiring arrearages 
under the electric universal service program and the basis for this determination; 

(iv) the amount of funds needed, as determined by the Commission, for bill assistance and 
arrearage retirement, respectively, for customers for whom income limitations may be 
waived under subsection (a)(7) of § 7-512.1, and the basis for each determination; 

(v) the impact on customer's rates, including the allocation among customer classes, from 
collecting the total amount recommended by the Commission under item (i) of this 
paragraph; and 

(vi) the impact of using other federal poverty level benchmarks on costs and the effectiveness 
of the electric universal service program.  

 
 

III.  BASIS FOR FINDINGS AND RECOMMENDATIONS 
 
The Commission’s consideration and review of operational plans, proposals, workgroup 

reports, and filings is conducted principally in Case No. 8903, In the Matter of the Electric Universal 
Service Program.  On June 13, 2008, OHEP filed an EUSP Proposed Operations Plan for FY 2009.  
Following a hearing to consider the Proposed Operations Plan, the Commission authorized the 
following allocations for FY 2009, which are equal to the statutory amount provided for in § 7-
512.1(e) of the PUC Article with the exception of the amount allocated to the Department of Housing 
and Community Development.3  

Table 1 
FY 2009 Allocations Approved by Letter Order, dated October 2, 2008 

 
Allocation Amount 

Arrearage Retirement Assistance $   1,500,000 
Bill Payment Assistance $ 29,980,000 
Administration $   4,320,000 
Outreach $      200,000 
Total $ 36,000,000 

      
 

In its Letter Order, the Commission noted the availability to OHEP in FY 2009 of 
$21,700,000 from General Funds that OHEP intended to allocate as follows:  1) $4,500,000 to 
arrearage retirement assistance; and 2) $17,200,000 to bill payment assistance.  The Commission 
expressly recognized that it did not have the statutory authority to direct OHEP to allocate General 
Funds or funds that might become available to OHEP from the Regional Greenhouse Gas Initiative 
(“RGGI”) in the manner proposed by the Staff of the Public Service Commission of Maryland 
(“Staff”).4 
 
                                                 
3 Under PUC Article §7-512.1(f) (5), the Comptroller annually disburses an additional $1,000,000 to the Department 
of Housing and Community Development for low income weatherization assistance.   These funds are a part of the 
$37 million in rate payer contributions set forth in § 7-512.1(e) of the PUC Article.  
4 Letter Order, dated October 2, 2008 at 4. 
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 On November 18, 2008, OHEP filed its FY 2008 Annual Report with the Commission in 
compliance with § 7-512.1(c)(2) of the PUC Article.  The Commission held a hearing on January 13, 
2009 for the purpose of obtaining sufficient information to prepare responses to the statutory 
questions at issue in this report. 

 
 
 
A. OHEP FY 2008 Annual Report 
 
In its FY 2008 Annual Report, OHEP provided highlights pertaining to the operation of 

EUSP for the July 1, 2007 – June 30, 2008 program year, noting the average bill assistance benefit 
awarded per household was $601;5 the average arrearage retirement benefit awarded per household 
was $801;6 the aggregate number of households served was 100,670;7 and the total amount expended 
for program benefits during the program year was $65,000,593.8 

 
During the 2008 fiscal year, OHEP provided bill assistance to almost 8%9 more households 

than it had in FY 2007.  In addition to providing bill assistance to more households, OHEP provided 
an average bill assistance benefit in FY 2008 that was 16%10 larger than that awarded in FY 2007 as 
well as an average arrearage assistance benefit that was 65%11 larger than that awarded in FY 2007.  
This was made possible by the receipt of $32.7 Million12 from General Funds to supplement the 
$36,000,000 collected from ratepayers. 

 
Based on the FY 2008 program year experience, the trend of increasing numbers of 

applicants, and the current state of the faltering economy, OHEP projects that it will need at least $85 
Million in EUSP funding for FY 2010.13  OHEP also recommends revising or removing the language 
found in § 7-512.1(a)(2)(i) of the Public Utility Companies Article, which sets the criterion for 
assistance at 50% of need.  According to OHEP, the extent of growth in program participation and 
available ratepayer dollars are insufficient to meet the current criterion.  OHEP recommends a 
percentage of income criteria as the guideline taking into account all governmental benefit 
resources.14 Under this system an EUSP participant would be required to pay a specific percentage of 
his/her income for electricity, and the remainder of his bill would be paid by the EUSP. 

 
Among its Annual Report recommendations, OHEP particularly notes the need of individuals 

receiving arrearage retirement assistance.  OHEP believes the current statutory cap of $1.5 Million 
for arrearage retirement15 is not enough to meet the current need for arrearage assistance.  OHEP 
proposes that the Commission be authorized to establish arrearage allocation parameters.  OHEP also 
recommends that the EUSP Legislation be amended to allow an individual to receive arrearage 
retirement assistance more than once; a limit of once every seven years is recommended.  OHEP 
                                                 
5 [OHEP] FY 2008 Annual Report to the Maryland Public Service Commission, November 18, 2008 at 3 and 5. 
6 Id. 
7 Id. 
8 ($58,628,246 + $6,372,347 = $65,000,593)  Id. at 3 and 4. 
9 (100,670 – 93,232) / 93,232 = 7.98% 
10 ($601 - $518) / $518 = 16% 
11 ($801 - $486) / $486 = 65% 
12 FY 2008 Annual Report, op. cit at 5. 
13 Id. at 18. 
14 Id. at 21. 
15 MD. CODE ANN., Pub. Util. Co. §7-512.1(a) (2) (iii) (1998 & Supp. 2007). 
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projects the need for $8 Million for arrearage retirement assistance “in the near future” and 
recognizes that need will continue to be greater than the $1.5 million amount allocated by the statute 
from ratepayer contributed funds.16 

 
In FY 2008, 93,147 households received assistance through the Maryland Energy Assistance 

Program (“MEAP”) with an average grant of $450.  This program is funded with federal funds 
through the Low-Income Home Energy Assistance Program (“LIHEAP”) Block Grant.  FY 2008 
expenditures for the MEAP were $41.9 Million17, slightly lower than the preceding year due to a 
decreased allocation.  MEAP pays for heating assistance.  As a result, this money goes not only to 
utilities when electricity and gas are used for heating, but also to vendors of alternative fuels such as 
oil and propane.  Funding provided through LIHEAP is not guaranteed and must be appropriated 
each year by Congress.  Approximately $110 Million has been appropriated for Maryland for federal 
FY 2009.  For customers who heat with electricity, EUSP and MEAP are considered in tandem with 
the result that electric heating customers receive an EUSP benefit that is increased by 15% because 
MEAP funds are used to cover heating costs. 

 
During FY 2008, estimated expenditures of $175,863 were made to perform outreach. OHEP, 

through its local administering agencies (“LAAs”) and the State office, in partnership with other 
organizations, conducts a wide range of outreach activities.  Attachment N to OHEP’s FY 2008 
Annual Report identifies the variety of outreach activities conducted throughout the State.  

 
OHEP’s 2008 Annual Report is attached as Appendix A. 
 

     
B.  Funds Expended in FY 2008 
 
According to information provided by OHEP in its FY 2008 Annual Report, the level of 

participation in EUSP continues to increase, as does annual spending.  In FY 2008, the number of 
households receiving EUSP bill assistance was 100,670.  Thus, in FY 2008, the number of 
households receiving bill assistance with incomes at or below 175% FPL rose by approximately 8%.   
The level of bill assistance funds that were expended also increased – from $ 48.3 Million in FY 
2007 to approximately $ 58.6-60.4 Million in FY 2008.  This represents an increase in expenditures 
as high as 25%.  The average bill assistance benefit for FY 2008 was approximately $601 per 
household. 

 
According to OHEP, EUSP arrearage retirement assistance expenditures in FY 2008 were 

$6.4 Million as compared with $5.1 Million in FY 2007.  This also represents an increase of 
approximately 25%. In FY 2008, OHEP provided arrearage assistance to 7,957 households with 
incomes at or below 175% of FPL.  Although this represents fewer households than in the previous 
year when arrearage assistance was provided to 10,468 households, the average benefit was 
considerably higher.  In FY 2008, the average arrearage grant was $801.  This represents an increase 
of approximately 65% over the average grant of $486 in FY 2007. 

                                                 
16 FY 2008 Annual Report, op. cit. at 22. 
17 Id. at 6. 
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C.  Benefits Matrix (Method of Calculation) for FY 2008 
 
For bill assistance under EUSP, OHEP uses the following formula to calculate the amount of 

assistance: 
 

annual kWh usage x cost of electricity x  % of bill payment by FPL = benefit 
 

Benefits are based on customers’ income and associated poverty index (federal poverty level 
or “FPL”), which varies with household size, in combination with electrical usage.  Additionally, 
usage data collected from each utility on a per customer basis is used to customize the benefit for 
each EUSP participant. Based on utility provided information, OHEP calculates the estimated annual 
cost of electricity for each EUSP participant. The customer’s estimated annual cost of electricity is 
considered along with income level.  During FY 2008, OHEP utilized poverty levels as shown in 
Table 2 below. 

 
Table 2 

EUSP Benefits Matrix 
 

 
Poverty 

Category 
Income Level % of Electric Cost 

Paid 
Total With MEAP 

Added (15%) 
1 0-75 % 75% 90% 
2 >75%-110% 60% 75% 
3 >110%-150% 50% 65% 
4 >150%-175% not specified not specified 
5 Subsidized Housing 14.5% 29.5% 

 
 
According to OHEP, during FY 2008, the income group classified as Poverty Level 1  

(0-75% FPL) received a benefit equal to approximately 75 percent of the estimated annual bill. EUSP 
participants classified as Poverty Level 2 (>75-110% FPL) received a benefit equal to approximately 
60 percent of their estimated annual bill; and the income group classified as Poverty Level 3 (>110-
150% FPL) received a benefit equal to approximately 50 percent of their estimated annual bill.18  
Customers who received assistance through the MEAP for electric heat would have had usage in 
excess of that amount and would have received an additional 15% of their estimated annual bill.19 

 
The poverty levels in Table 2 are also used to assess a household’s eligibility for arrearage 

retirement assistance.  For FY 2008, OHEP set a minimum arrearage amount of approximately $300 
for a household to qualify for arrearage retirement assistance, and has retained the arrearage 
assistance cap of $2,000.20  Under current law, a household may qualify for arrearage retirement 
assistance only once.  OHEP requires customers who receive arrearage assistance to qualify for and 
participate in EUSP bill assistance.   
                                                 
18 Id. at 19. 
19 Id. 
20 Id. at 3. 
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IV. Findings and Recommendations 

 
A.  Total Amount of Funding Recommended for FY 2010 

 
The Commission recommends the FY 2010 funding levels outlined in Table 3 for the EUSP 

Program.  The recommendation is based on OHEP’s benefit matrix which demonstrates that, for 
most participants, at least 50% of the electric bill is paid using EUSP funds.  The figure was derived 
by using an average anticipated benefit of $631 per household, a five percent increase in the average 
benefit and an EUSP population of 107,535, a seven percent increase in participation. This chart 
allocates $6 Million for arrearage retirement assistance and estimates 10 % for administration. 

 
 

Table 3 
Recommended EUSP Funding Levels 

Arrearage Retirement Assistance $6,000,000  
Bill Payment Assistance $67,854,585 
Administration $7,378,438  
Outreach $200,000  
Weatherization   $1,000,000 
Total $82,433,023 

 
 

 The Commission recognizes that this amount is almost two and one quarter times the amount 
to be collected from ratepayers.  However, the Commission believes that this level of funding is 
necessary to meet the projected need for assistance in FY 2010.  Although no ratepayer funds are 
likely to remain from FY 2009, and none have carried over to FY 2009 from FY 2008, it is likely that 
RGGI will provide approximately $12,000,000 of the shortfall, if not more. 
 
   

B.  Bill Assistance 

 1.  Total Need (electric customers at or below 175% of poverty) 

According to OHEP, the legislative increase in EUSP eligibility from 150% of poverty to 
175% of poverty increases the potentially eligible EUSP population to an estimated 345,000 
households.  With an expected average bill assistance award of $631 for FY 2010, the amount of 
funding needed to assist the entire eligible population is approximately $ 217,695,000.  

 

2.  Percentage of Need That Should Be Funded, at a Minimum 50% 

 As in past years, the Commission considered several options for funding recommendations 
for EUSP bill assistance, including the percentage of need that should be funded. 

 
The first option is to use OHEP’s benefits matrix to fund 50% of most participants’ bills.  

Under this scheme, benefits increase as a household’s income decreases.  When growth in the 
number of participants is factored into the equation based on OHEP’s experience and projections, it 
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appears that, to meet 50% of need under OHEP’s benefits matrix, approximately $70 Million is 
required for bill assistance. 

 
The second option is to recommend EUSP bill assistance funding at a level that will meet the 

needs of 50% of the eligible population.  OHEP estimates that 345,000 households in Maryland are 
eligible for assistance.  Funding 172,500 households with an average benefit of $631 would require 
approximately $108,847,500.  

 
The Commission continues to find that a minimum of 50% of the determined need of most 

participants should be funded by EUSP. According to OHEP, the FY 2009 benefits matrix is 
designed to cover 50 percent of most participating households’ electricity bills.  The Commission 
agrees that under OHEP’s benefits matrix, for FY 2010, funding for EUSP bill payment assistance 
should be approximately $67.9 - 70 Million. 

 
C.  Weatherization Funding 
 
In 2005, the General Assembly established $1,000,000 as the level for EUSP low-income 

weatherization funding.  This amount is collected from ratepayers and allocated to the Department of 
Housing and Community Development which administers the use of the funds.  The Commission 
does not believe that this level of funding should be changed.  

 
D.  Arrearage Retirement Assistance Funding  
 
The statutory level for arrearage retirement assistance that may be funded by ratepayers is 

$1.5 Million.  In FY 2008, OHEP spent approximately $6.4 Million for arrearage assistance and 
provided benefits to 7,957 participants.  The funds for arrearage retirement in excess of $1.5 Million 
came from General Funds. 
  

According to OHEP, as much as $8 Million is required to adequately fund the EUSP 
arrearage retirement assistance program in FY 2010.  This figure is based on the FY 2008 
expenditure of $6.4 Million and an expectation that the need for arrearage assistance will not 
decrease in this time of economic hardship.  

 
The Commission recommends arrearage retirement assistance funding in the amount of $6 

Million for FY 2010.  Again, the Commission recognizes that this amount is well above the statutory 
limit, but believes that this amount is required to address the arrearage needs that continue to burden 
low income households. 

 
 
E.  Income Limitation Waivers 
 
According to OHEP, with the increase in income guidelines to 175% of FPL, OHEP decided 

not to offer waivers during FY 2008.  As long as income guidelines continue to include households 
with incomes up to 175% FPL, OHEP does not intend to offer income limitation waivers.   
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F.  Impact on Customer Rates Including the Allocation Among Customer Classes 
 
Currently, residential customers pay 37¢ per month to fund the EUSP.  Other customer 

classes, from small commercial to large industrial, are allocated charges based upon historical usage 
or consumption.  The allocation methodology for collecting EUSP funds from commercial and 
industrial customers is based on a 24-step matrix, which is adjusted periodically by the Commission 
to account for significant changes in funding.  The electric companies are required to review the 
assignment of these customers annually to assure that they are in the proper tier.  The Commission 
monitors the amount being collected to assure that it is in keeping with statutory guidelines. 
  

The impact on residential customer rates will remain unchanged absent a change in 
legislation.   
 

 G.  Impact of Using Other Federal Poverty Program Benchmarks 
 
OHEP uses the federal poverty level to determine eligibility for EUSP assistance.  Eligibility 

is capped at 175% of the federal poverty level for FY 2009.  The FPLs are based on gross household 
income and family size and are updated periodically based on certain cost of living indices.  These 
levels are publically available and widely used.  OHEP uses an identical eligibility system for the 
federally-funded MEAP.  This similarity facilitates administration of the two programs and also 
enables OHEP to make more efficient use of its combined federal, State and ratepayer funding. 
 

The benchmark for determining eligibility for participation is crucial to determining the 
aggregate funding needed by the EUSP, and, to the extent that this interacts with the benefit size, 
these benchmarks greatly affect EUSP’s effectiveness.  The Commission does not recommend a 
change in the existing benchmarks. 

 
V. CONCLUSION 

 
 Based on the OHEP FY 2008 Annual Report and information provided during the hearings 
held in 2008 and January 2009 on EUSP matters, the Commission recommends that the total amount 
of funds for EUSP for FY 2009 be at least $82.4 Million.21  Additional funds for arrearage retirement 
may be needed in light of overall increased costs for electricity as well as the weakened economic 
climate.  The Commission therefore believes that the funding as described herein is necessary to 
protect low-income customers in Maryland. 

                                                 
21 This amount is separate and apart from MEAP funding for heating assistance provided by LIHEAP. 










































































































































