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ELECTRIC UNIVERSAL SERVICE PROGRAM
2014 ANNUAL REPORT

I. OVERVIEW
The Electric Universal Service Program (“EUSP”), enacted as part of the Electric
Customer Choice Act of 1999 (“the Act”), was designed by the Maryland General
Assembly to assist low-income electric customers with retiring utility bill arrearages,
making current bill payments, and accessing home weatherization following the
restructuring of Maryland’s electric utilities and electricity supply market. The Act,
codified as Section 7-512.1 of the Public Utilities Article, Annotated Code of Maryland
(“PUA § 7-512.1” or “EUSP Legislation”) required the Public Service Commission of
Maryland (“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 administering the EUSP.
II. LEGISLATIVE REQUIREMENTS
Under the Act, the Commission is required to oversee the EUSP as it is
administered by DHR, through OHEP. PUA § 7-512.1(c)(1) requires the Commission to
report annually to the General Assembly regarding the following:
(i) A recommendation on the total amount of funds for the program for the following
fiscal year, subject to the amounts that are to be collected under PUA § 7-512.1(e)
and 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 were calculated during
the preceding fiscal year;
3. the projected needs for the bill assistance and the arrearage retirement
components for the next fiscal year; and
4. the amount of any bill assistance or arrearage retirement surplus carried over
in the electric universal service program fund under PUA § 7-512.1(f)(6)(i).
(ii)

For bill assistance, the total amount of need, as determined by the Commission,
for electric customers with annual incomes at or below 175% of the federal
poverty level 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 received assistance in retiring
arrearages under the electric universal service program within the preceding seven
fiscal years, 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 § 7-512.1(a)(7) of the PUA, and the basis for
each determination;

(v)

The impact on customers’ 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.
To assist the Commission in preparing its recommendations, OHEP is required
under PUA § 7-512.1(c)(2) to report to the Commission each year on the
following:
(1) the number of customers and the amount of distributions made to fuel customers
under the Maryland Energy Assistance Program (“MEAP”) identified by funding
source and fuel source;
(2) the cost of outreach and educational materials provided by OHEP for the EUSP;
and
(3) the amount of money that DHR receives, and is expected to receive for lowincome energy assistance from the Maryland Strategic Energy Investment Fund,
the MEAP (for electric customers only), and any other federal, State, local, or
private source.

III. BASES FOR FINDINGS AND RECOMMENDATIONS
The Commission’s consideration and review of EUSP operational plans and
proposals, workgroup reports, program reports, and filings is conducted principally in
Case No. 8903, In the Matter of the Electric Universal Service Program. On June 10,
2014, OHEP filed its EUSP Proposed Operations Plan for Fiscal Year (“FY”) 2015.
Following receipt of comments from interested parties and a hearing to consider the
Proposed Operations Plan, the Commission authorized the allocations for FY 2015
proposed by OHEP for ratepayer funding, as provided under PUA § 7-512.1(e).
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Table 1
FY 2015 Allocations Approved by Order No. 86488, Issued July 24, 2014
Allocation
Arrearage Retirement Assistance
Bill Payment Assistance
Administration
Outreach
Total

Amount
$0
$34,680,281
$4,742,765
$100,000
$39,523,046

In Order No. 86488, the Commission noted that OHEP anticipates total funding
for the EUSP in FY 2015 to be $76,674,348 after inclusion of $37,151,302 from the
Maryland Strategic Energy Investment Fund/Regional Greenhouse Gas Initiative
(“SEIF/RGGI”). In the Order, the Commission expressly recognized that its statutory
authority extends only to the approval of the proposed allocation of the ratepayer funds
for EUSP, which were over-collected in previous years.1 Due to this over-collection of
ratepayer funds in recent years, and because OHEP EUSP expenditures are limited by the
amount of ratepayer funding appropriated to the program, the General Assembly
appropriated $39,523,046 (as reflected in Table 1) to the EUSP Fund in FY 2015, as
opposed to the statutorily-authorized amount of $37,000,000.2

A. OHEP FY 2014 ANNUAL REPORT
On October 30, 2014, OHEP filed its FY 2014 Electric Universal Service
Program Annual Report to the Maryland Public Service Commission (“Annual Report”)
in compliance with PUA § 7-512.1(c)(2). On December 2, 2014, the Commission
accepted Comments on the Annual Report pursuant to its Letter Order dated October 31,
2014.
In its Annual Report, OHEP provided highlights pertaining to the operation of the
EUSP for the July 1, 2013 - June 30, 2014 program year, noting that the average bill
assistance benefit awarded per household was $3573 and the average arrearage retirement
benefit awarded per household was $944.4 In FY 2014, OHEP provided bill assistance to
1

During fiscal years 2013 – 2014, the collection of ratepayer funds for EUSP exceeded the annual $37
million statutorily-authorized amount by an aggregate $8,340,305. See FY 2014 Electric Universal Service
Program Annual Report to the Maryland Public Service Commission at 17-18.
2
By Order No. 85727, the Commission directed Staff to file a proposal with the Commission for approval
that would adjust the current ratepayer surcharges to align the annual EUSP collection with the $37 million
statutorily-authorized level. By Letter Order, dated December 4, 2013, the Commission approved Staff’s
recommended reduction in the EUSP surcharge to residential customers from $0.37 to $0.36 and a
reduction by 14 % for non-residential customers. However, this adjusted surcharge was only effective for
the final quarter of FY 2014.
3
Id. at p. 3.
4
Id.

3

115,664 households, 22,384 of which received money for arrearage retirement.5 The
total amount expended for EUSP benefits during the program year was $62.3 million.6
During FY 2014, OHEP provided bill assistance to 3.9 percent more households
than the previous fiscal year.7 OHEP also offered a higher average bill assistance benefit
of $357 in FY 2014 as compared with an average bill assistance benefit of $325 in the
preceding fiscal year.8 The FY 2014 benefit represented an increase of over 9.8 percent
as compared with the benefit offered the previous fiscal year.9 In both FY 2014 and FY
2013, all ratepayer monies went to fund the bill payment assistance grant with some
assistance from MEAP.
Unlike the bill payment assistance that relied on ratepayer monies from the EUSP
Fund, arrearage retirement was funded in FY 2014 by SEIF/RGGI monies – over which
the Commission does not exercise statutory oversight. OHEP’s average arrearage
retirement assistance grant decreased from $969 for FY 2013 to $944 for FY 2014.10 The
number of households that received money for arrearage retirement, however, increased
by over 36 percent compared to the prior fiscal year.11.
MEAP does not rely on the EUSP Fund to support its activities, although the
program does work in tandem with EUSP to support limited-income customers. MEAP
is federally funded through the Low-Income Home Energy Assistance Program
(“LIHEAP”) Block Grant. In FY 2014, 50,656 households with electric heating received
assistance through MEAP resulting in an average grant of approximately $264,
considerably less than gas customers who received an average grant of approximately
$470.12 Because MEAP pays for heating assistance in the broad sense, its grants are not
limited to public service companies providing electricity and gas heating service, but also
go to vendors of non-regulated fuels such as oil and propane. For customers who heat
with electricity, EUSP and MEAP work in tandem, resulting in increased EUSP benefits
for electric heating customers because MEAP funds are used to cover heating costs.
OHEP anticipates that approximately $69 million will be appropriated to Maryland for
MEAP in FY 2015.13
During FY 2014, OHEP spent $43,257 on outreach activities conducted by its
local administering agencies (“LAA’s”). Additional outreach was paid for through
OHEP’s administrative budget. OHEP’s outreach is often done in partnership with

5

Id. at p. 5.
Id. at p. 5 [$41.2 million + $21.1 million]. It is unclear whether this amount includes any MEAP benefit
provided to EUSP participants.
7
(115,664 – 111,288)/111,288= 3.9%.
8
FY 2014 Annual Report, op. cit., at p. 5.
9
($357 - 325)/$325 = 9.8%.
10
FY 2014 Annual Report, op. cit., at p. 5.
11
Id.
12
Id. at Attachment J.
13
Id. at p. 20.
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utilities and other organizations, especially those performing low-income energy-related
work.14
OHEP’s FY 2014 Annual Report is attached as Appendix A.
B. How Benefits Were Calculated for FY 2014 and Will Be Calculated for FY 2015
For bill assistance under the EUSP, OHEP uses a formula (“Bill Matrix”) to
customize the benefit amount to be paid to each participant. The following factors
contribute to the size of a participant’s EUSP benefit: (1) gross household income; (2)
household size; (3) electricity usage; and (4) price of electricity for a given customer. In
administering the EUSP, OHEP divides participants into groups based on gross
household income using the federal poverty levels (“FPL”), as suggested at PUA § 7512.1(a)(1). The EUSP groups are as follows: (1) Poverty Level 1, 0 to 75 percent FPL;
(2) Poverty Level 2, 75 percent to 110 percent FPL; (3) Poverty Level 3, 110 percent to
150 percent FPL; (4) Poverty Level 4, 150 percent to 175 percent FPL; and (5) Poverty
Level 5, subsidized housing, where incomes may vary and the rental subsidy includes
some utility service subsidy as well. The lower an EUSP participant’s poverty level, the
higher is the benefit received by that participant. The FPL income limit varies with
household size. OHEP awards Poverty Level 5 a relatively small benefit in recognition
of the fact that these participants already receive some energy assistance through their
housing subsidy.
The electricity usage of each EUSP participant as certified by the participant’s
electric company is taken into account up to a set limit, with additional bill assistance
provided from MEAP to participants who heat with electricity. A final adjustment is
made for the relative cost of electricity for each EUSP participant such that EUSP
participants served by an electric company with rates either higher or lower than the
average receive a slightly higher or lower benefit. The result of OHEP’s use of this bill
matrix is that EUSP participants with the lowest incomes and the highest energy usage
receive the greatest benefit. For FY 2015, OHEP provided estimated, aggregated benefits
as follows:
Table 215
EUSP Benefit Matrix
Percentage of Estimated Electric Bill Paid
Poverty Level
1
2
3
4
5
14
15

Income Level
0-75%
75%-110%
110%-150%
150%-175%
Subsidized Housing

% of Electric Cost
40%
35%
27%
17%
15%

Total with MEAP
50%
44%
38%
27%
24%

OHEP’s outreach activities and customer services are described on pages 13-14 of its Annual Report.
Electric Universal Service Program Proposed Operations Plan for FY 2015 (“FY 2015 Plan”) at p. 19.
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The poverty levels shown in the EUSP Benefit Matrix Table are also used to
assess a household’s eligibility for arrearage assistance. For FY 2014, OHEP set a
minimum arrearage amount of $300 for a household to qualify for arrearage assistance
and paid a maximum arrearage benefit of $2,000.16
C. OHEP Projections for Funds to Be Expended in FY 2015
OHEP indicated that it believes the increase in both applicants and participants in
the EUSP program in FY 2014 was due to the extremely cold weather experienced during
the winter of 2013-2014. Based on application activity during the first quarter of FY
2015, OHEP projects a one percent increase in applications in FY 2015 compared to the
prior fiscal year, resulting in a cumulative increase of almost five percent since FY 2013.
Based on its assumptions, OHEP anticipates expenditures of approximately $44 million
in order to provide an average bill assistance benefit of $376 to 117,110 participating
households in FY 2015.17 Additionally, OHEP expects to spend $21.3 million on
arrearage retirement in FY 2015, providing an average arrearage benefit of $953 to
22,384 households. EUSP Administration is budgeted to remain constant at $4.7 million.
Based on these forecasts, OHEP projects total expenditures in FY 2015 of
approximately $70.1 million.18 OHEP’s projection includes $34.6 million in ratepayer
funding, SEIF/RGGI funds of $30.8 million, and $4.7 million to cover Administration.19
However, $37.1 million in SEIF/RGGI monies has been allocated for FY 2015 – an
increase of $6.3 million over OHEP’s initial projections. Furthermore, the expected
LIHEAP allocation to Maryland for the same period is $69 million.20
IV. FINDINGS AND RECOMMENDATIONS
A. Total Amount of Funding Recommended for FY 2015
Under the current funding structures and eligibility criteria, the Commission
recommends the FY 2015 EUSP funding levels outlined in Table 3, based on the
projected participation levels discussed in Section III. A. above and experienced by
OHEP in the first quarter of FY 2015. In FY 2014, OHEP served 115,664 total EUSP
participants, of whom 22,384 also received arrearage retirement assistance. OHEP
projects an enrollment of 117,110 participants in FY 2015.21 Methods for calculating bill
16

FY 2014 Annual Report, op. cit. at p. 12.
Id. at 15.
18
OHEP’s current FY 2015 spending projection of $70.1 million is less than the $76,674,348 referenced in
Commission Order No. 86488 (issued July 24, 2014) as OHEP revised its projections for FY 2015 based on
final activity and funding data collected through the end of FY 2014. This FY 2015 projection also does
not include the estimated expenditures related to outreach.
19
FY 2014 Annual Report, op. cit. at p. 15. Assuming the amount estimated for Administration is covered
by ratepayers, this estimate indicates an expectation of excess ratepayer collections in the amount of $2.3
million.
20
Id. at p. 20.
21
Id. at Attachment L.
17
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payment assistance and awarding arrearage retirement assistance are discussed in Section
III. B. above and will remain unchanged at this time.
The Commission supports OHEP’s proposal to use SEIF/RGGI funds to provide
arrearage retirement benefits because this allocation allows almost all ratepayer funding
to be used for assistance with current bill payments. While the Commission continues to
strongly support OHEP’s use of SEIF/RGGI funds to provide bill arrearage assistance,
the Commission also recommends that SEIF/RGGI funds incremental to projections
could be used to supplement planned assistance with current bill payments. The
Commission notes that OHEP projects a larger bill assistance benefit in FY 2015 as
compared with the two prior fiscal years. To further support the success of the EUSP, the
Commission recommends that, to the extent sufficient funds become available, the
average bill payment assistance should be increased. It has long been the Commission’s
position that assistance in paying current utility bills represents the heart of the EUSP.
Lastly, the Commission recommends that 12 percent of ratepayer money be set aside for
administration and supports the restoration of outreach funding to its traditional level of
$200,000.
As depicted in Table 3, the Commission’s funding recommendations, which
assume an average bill assistance benefit of approximately $376 based on OHEP’s
projections,22 roughly correspond to OHEP’s proposed budget of $70.1 million for FY
2015.

Table 3
Commission Recommended FY 2015 EUSP Expenditures from All Funding Sources
Allocation
Amount
Arrearage Retirement Assistance
$21,300,000
Bill Payment Assistance
$44,000,000
Administration
$4,700,000
Outreach
$200,000
Total
$70,200,000

22

Id.
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As demonstrated in Table 4, these recommendations can be met with existing funding.
Table 4
Projected Funds Available for FY 2015 from All Sources
Source
Amount
Ratepayer Statutory Collection
$37,000,000
Appropriation from RGGI Auction
$37,100,000
23
Proceeds
MEAP funding for EUSP Participants
Total

Unspecified
$74,100,000

The Commission recommends that EUSP participants who heat with electricity be
given the equivalent of a full MEAP grant.

B. Total Amount of Need for Bill Assistance (Electric Customers with Annual
Incomes at or below 175% of the Federal Poverty Level and the Basis for this
Determination)
Under PUA § 7-512.1(a)(1), EUSP eligibility extends to 175 percent of the FPL.
OHEP notes that the LIHEAP Home Energy Notebook is the source for estimates of the
target population.24 OHEP projects that it will have approximately 117,110 EUSP
participants during FY 2015.
The EUSP statutory mandate is to assist qualifying electric customers through bill
assistance, arrearage retirement, and weatherization. OHEP’s Report, as illustrated in
Table 5, indicates the following distribution of benefits by FPL.
Table 5
FY 2014 EUSP Bill Assistance Recipients by Federal Poverty Level25
Recipients
FY14
% of Distribution
FY14

1
2
3
4
Total
44,398 32,028 28,149 11,089 115,664

38.4% 27.7% 24.3%

23

9.6%

100.0%

FY 2014 Annual Report, op. cit. at p. 20.
Id. at 18.
25
See FY 2013 Annual Report, op. cit. at p. 9 for comparisons. The effect of MEAP funds is excluded
from Table 5.
24
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In light of the EUSP’s statutory mandate, its budgetary constraints, and OHEP’s
projected participation levels, the Commission recommends a minimum EUSP budget of
$70.2 million, inclusive of SEIF/RGGI funds. Assuming a ratepayer contribution of the
statutorily-authorized amount of $37 million, this would yield an average bill assistance
benefit of $274 from ratepayer funds after earmarking $4.9 million for administration and
outreach activities.26 As proposed by OHEP27 and recommended by the Commission, the
available ratepayer funds would need to be supplemented by SEIF/RGGI monies to an
aggregate $44 million in order to award the average bill assistance grant of $376 that
OHEP proposes. The Commission notes that more than 65 percent of EUSP bill payment
assistance recipients are in FPL 1 and 2. Under OHEP’s Benefit Matrix, these
participants receive a larger benefit than the average participant.
While OHEP notes that the ratepayer funds collected for EUSP – combined with
SEIF/RGGI funding – have been sufficient to cover the EUSP annual budget to-date,28
this does not address the question of whether the EUSP annual budget is sufficient to
cover the need for bill payment and arrearage assistance in Maryland. This question may
be properly contextualized if data regarding recent electric and gas rate increases, as well
as the percentage of eligible customers receiving assistance, is considered in conjunction
with the average grant amount proposed by OHEP. For example, residential customers
of Baltimore Gas and Electric Company have experienced a cumulative average monthly
bill increase of $6.42 for electric and $6.84 for natural gas over the course of three rate
cases dating back to February 2012; the average annual bill payment assistance grants
during this same time period were $334, $324, and $357 for FY 2012, 2013, and 2014,
respectively.29 The percentage of a customer’s electric bill paid for by EUSP benefits
ranged from 14 to 40 percent during this time period, depending on the customer’s FPL
classification.30 Between FY 2012 and FY 2014, OHEP awarded EUSP bill payment
assistance grants to approximately 81 percent of the total EUSP program applicants. 31
The Maryland Office of People’s Counsel (“OPC”), however, contends that only onethird of the households meeting the eligibility requirements for participation in EUSP are
current participants in the program.32
C. Arrearage Retirement Assistance Funding
The EUSP Legislation limits arrearage retirement assistance to EUSP participants
to once every seven years. OHEP proposes to budget $21.3 million of non-ratepayer
funds for EUSP arrearage retirement in FY 2015.33 It is the Commission’s long-standing
position that the EUSP should fund current bills over past arrearages. However, because

26

[$37,000,000 - $4,700,000 - $200,000] / [117,110 participants] = $274 average bill assistance grant.
FY 2014 Annual Report, op. cit. at p. 15.
28
FY 2014 Annual Report, op. cit. at p. 19.
29
Id. at Attachment L.
30
Electric Universal Service Program Proposed Operations Plan for FY 2015, at p. 19.
31
Id. at Attachment A. For fiscal years 2012 – 2014, OHEP reported a total EUSP intake of 431,799, while
awarding 347,691 bill payment assistance grants during the same time frame.
32
Comments of the Office of People’s Counsel Regarding OHEP’s 2014 Annual Report on EUSP, at p. 8.
33
Id.
27
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OHEP proposes to expend only non-ratepayer funds for this purpose, the Commission
supports this expenditure.
D. Income Limitation Waivers
According to OHEP, it has not offered waivers to any EUSP participant with
income above 175 percent FPL since the income eligibility level was raised from 150
percent FPL in 2007. Under PUA § 7-512.1(a)(7), these waivers are available to
customers who could qualify for a similar waiver under MEAP. In light of the funding
available to OHEP and the use of consistent income limitation structures for both the
EUSP and MEAP, the Commission supports OHEP’s ongoing practice of offering no
waivers to households above the EUSP statutory limit.
E. Impact on Customers’ Rates Including the Allocation among Customer Classes
By Letter Order, dated December 4, 2013, the Commission lowered the
residential rate to $0.36 and also reduced the 24-tier Commercial and Industrial (“C&I”)
rates by 14 percent in order to more closely align EUSP collections with the statutorily–
authorized amounts to be collected. All electric utilities were directed to file tariffs in
compliance with the Letter Order to be effective February 1, 2014.34 The tariffs were
filed on or about the Commission-specified date. These rates will have been in effect for
all of FY 2015 and will therefore result in a smaller impact on all customers in
comparison with the immediately preceding fiscal years.
In its Annual Report, OHEP noted that funds in excess of the statutory limit had
been collected during FY 2013 and 2014. OHEP noted that during that two-year period,
OHEP had accumulated an excess collection of $8,340,305 and requested the
Commission’s guidance regarding “what should be done with the funds.”35 In its
Comments on the Annual Report, Staff noted that OHEP had indicated in its previous
Annual Report that no funds had been retained from FY 2013 and none were expected to
be retained in FY 2014. Staff recommended that “…OHEP, after consultation with Staff,
submit a report to the Commission no later than January 15, 2015 that describes with
specificity the problem of overcollected ratepayer monies remaining in the EUSP fund,
providing detail regarding expenditures and appropriation of these monies, and propose a
method that is consistent with the statute for refunding any overcollections to ratepayers.”
The Commission has not received either a report or a proposal from OHEP on this matter.
As a result, Staff is exploring a solution to this issue, and the Commission will address
the matter of over-collections in a separate report to the General Assembly.

34

Currently, residential customers pay $0.36 per month to fund the EUSP. Non-residential customers,
from small commercial to large industrial classes, are allocated charges based on annual utility billings
according to a 24-Tier Matrix. During the first quarter of each year, the electric companies are required to
review the revenue received during the previous year and to reallocate EUSP charges to non-residential
customers as necessary. Growth in the number of residential customers and changes in the amount of
revenues from non-residential customers cause fluctuations in the amounts collected.
35
FY 2014 Annual Report, op. cit. at pp. 17-18.
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F. The Impact of Using Other Federal Poverty Program Benchmarks
OHEP uses the federal poverty level to determine eligibility for EUSP assistance.
Under the EUSP Legislation, eligibility is capped at 175 percent FPL. The FPLs are
based on gross household income and family size and are updated periodically based on
various cost of living indices. The FPLs are publically available and widely used. OHEP
uses a consistent eligibility system for the federally-funded MEAP. This similarity
facilitates administration of the two programs and, by creating certain synergies, enables
OHEP to make more efficient use of its combined federal, State, and ratepayer funding.
The benchmark for determining eligibility for participation in the EUSP is crucial
to determining the aggregate funding needed by the EUSP. To the extent that aggregate
funding interacts with benefit size, these benchmarks and the manner in which they are
applied greatly affect the success and effectiveness of the EUSP. The Commission does
not recommend changing the existing OHEP benchmarks.
V. CONCLUSION
Based on the OHEP FY 2014 Annual Report, the Commission recommends that
the total amount of funds for the EUSP for FY 2015 be at least $70.2 million and be
increased if additional funding becomes available.36 For the reasons stated herein, the
Commission believes that this amount of funding is necessary to protect low-income
electric customers in Maryland.

36

This recommendation is exclusive of any MEAP funds.
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