RECElY
PUBL'C UTILITIES go HISSION
FHNEVADA CARSON CITY

Agendal0-ll; Item No28 Draft Order for discussion at utility agenda.l0l6 MAY 23 PH 3: 53

THIS ORDER IS NOT A FINAL ORDER AND MAY BE SUBSTANTIALLY REVISED PRIOR TO
ENTRY OF A FINAL ORDER BY THE PUBLIC UTILITIES COMMISSION OF NEVADA

BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA

Application of Nevada Power Company d/b/a NV Energy )

filed under Advice Letter No. 459 to revise Tariff No. 1- )

B to establish an Optional Flexible Payment Program. ) 0. 15-11003
)

Application of Sierra Pacific Power Company d/b/a NV
Energy filed under Advice Letter No. 577-E to revise
Electric Tariff No. 1 to establish an Optional Flexi
Payment Program.

Docket No.

Gas Tariff No. 1 to establish an Optional ocket No. 15-11005

Payment Program.

Af/a general session of the Public Utilities
ommission of Nevada, held at its offices
on May 26, 2016.

PRES Chairman¥aul A. Thy

[PROPOSED] ORDER
The Public UtHities Commission of Nevada (“Commission”) makes the following
findings of fact and conclusions of law:

I INTRODUCTION

Nevada Power Company d/b/a NV Energy (“NPC”), filed under Advice Letter No. 459
to revise Tariff No. 1-B to establish an Optional Flexible Payment Program (“Flex Pay
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Program”). Sierra Pacific Power Company d/b/a NV Energy (“SPPC”) filed under Advice Letter
No. 577-E to revise Electric Tariff No. 1 to establish a Flex Program, and ungérMdvice Letter

No. 315-G to revise Gas Tariff No. 1 to establish a Flex Program. The Comiprission consolidated
the Applications of NPC and SPPC (collectively, “NV Energy”).

II. SUMMARY
The Commission grants the Applications as modifieg’h

III. PROCEDURAL HISTORY

* On November 3, 2015, NPC filed its Application under Aq
been designated as Docket No. 15-11003.

0. 459, which has

o»577-E, which has

* On December 1, 2015, BCP filed three identical Motions for an Order Setting a Prehearing
Conference and an Order Consolidating Docket No. 15-11004 with Docket No. 15-11003 and
Docket No. 15-11005 (“ BCP’s Motions”) in Docket Nos. 15-11003, 15-11004, and 15-11005.

* On December 2, 2015, NV Energy filed three identical responses to BCP’s Motions in
Docket Nos. 15-11003, 15-11004, and 15-11005; Staff also filed three identical letters in
response to BCP’s Motions in Docket Nos. 15-11003, 15-11004, and 15-11005.

* On December 15, 2015, the Presiding Officer held prehearing conferences, at which BCP,
NV Energy, and Staff participated, in Docket Nos. 15-11003, 15-11004, and 15-11005, which
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were consolidated.

* On December 15, 2015, BCP filed a Notice of Intent to Intervene in Dogket No~N¥5-11005.

* On December 15, 2015, the Presiding Officer held a prehearing con at which BCP, NV

Energy, and Staff participated.

* On January 6, 2016, NV Energy filed direct testimony.
* On March 29, 2016, Staff and BCP filed direct testip
* On April 12,2016, NV Energy filed rebuttal testimony.
R, NV Energy, and Staff

sd_af oral motion to
g NAC 703.730.

* On April 19, 2016, the Presiding Officegbeld a hearing at which
participated. At the conclusion of the hear} HE
accept Exhibits 1-16 and Confidential Exhiby

1 info~the record pursuay
IV.  FLEXPAY PROGRAM

NV Energy’s Position

nergy states that, at a high level, it believes the Flex Pay Program will
provide an attractive option to a significant portion of residential customers, including customers
who are heavy users of technology and are pre-disposed to monitor and manage their payments,
balances and usage; customers who travel frequently and may have both intermittent usage
patterns and enjoy handling billing and payment remotely; customers who will see a benefit in

managing day-to-day and week-to-week usage through providing a balance and monitoring their
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usage and the cost against that balance; customers who want to avoid having to pay all their

fees and building up credit with NV Energy. (Ex. 4 at 5-6.)

4. NV Energy states that the Flex Pay Program repl4

6. NV Energy states that the Flex Pay Program utilizes advanced metering

infrastructure (“AMI”) and leverages AMI usage and tracking communications technology
provided through NV Energy’s MyAccount function. Once enrolled, customers will be able to
make payments through all current payment channels (US Mail, online, Shop & Pay network,

Interactive Voice Response, telephone or kiosk), will receive frequent messages from NV
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Energy regarding their current and projected use, and will be able to monitor both payment and
usage through the MyAccount customer portal. For those customers who g 4 6s€t enroll, the

experience will be similar to a prepayment for cell phone usage, cable séxyiceyor the utilization

of gift cards for use at retail establishments. (Ex. 4 at 8-9.)

application as well B3 the MyAccount portal. The mobile application has achieved over 40,000
downloads in the first six months since making it available to customers, and indications are that
customers are frequently using it to do everything from checking usage, account balances,
garnering outage and restoration information and gaining energy efficiency tips. Current usage
indicates that NV Energy is averaging over 200,000 logins monthly to the mobile application.

When added to the over 350,000 average monthly MyAccount logins, the access to the
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MyAccount portal is exceeding half a million logins per month, which is a clear demonstration

approach. (Ex. 9-10.)

9. NV Energy states that under the Flex Pay Progr;

Flex Pay Program account whenever, and as &f

flows. (Ex. 4 at 10.)

will be able to mat b he pace of their payment for energy to the pace of their income stream. If
customers are paid weekly, they can pay weekly for their utility service; 5) the requirement for
customer deposits, late charges, and reconnection charges (with the exception of gas customers)
are eliminated for Flex Pay Program participants; 6) the Flex Pay Program will work to reduce
arrears balances that directly benefit Program participants and all other customers by reducing

overall bad debt write-offs; and 7) survey data shows that customers on similar programs at other
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utilities like this payment option, thereby buoying overall customer satisfaction with NV

Energy’s service. (Ex. 4 at 11-12.)

11. NV Energy states that if approved, it will implement

provisions, custQmexs wilbe much less likely to have to go through termination of service or
potentially have to Jgdch a payment arrangement and pay a new deposit. Instead, customers will
be well informed that their service may be terminated, and if it is in fact terminated, customers
will not have to pay any late fees or reconnection charges. (Ex. 4 at 21-22.)

14. NV Energy states that it has since added two significant additional facets designed

to augment customer protections under the Flex Pay Program: 1) a detailed and easy to read Flex

Pay Program Customer Agreement intended to ensure that the customer is fully aware of and
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acknowledges the communication and notice provisions of the Flex Pay Program; and 2) an

Emergency Contact feature to ensure that if, for whatever reason, both of {fe/€qunite

communication channels fails to provide the customer with adequatgApf} ke Emergency

Contact will be sent the 48 hour and 24 hour notices of ter
layer of notice for the potentially affected customer. (Ex 44t 22-23,

nect and disconnect capable AMI electric
customer is receiving gas service from NV Energy) and is
ed’/AMI meter readings;

d starting balance in the Flex Pay Program account equal to
r days of enrollment;

the customér or applicant;

e) A customer must not be identified by the utility for evidence of tampering with a
meter;
f) A customer must not qualify for postponement of service termination due to a

health issue pursuant to NAC 704.370.

g) A customer must not require an in person termination notice pursuant to NAC
704.390;
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h) A customers must not be taking service under riders provided on the Net Metering
Rider schedules.

(Ex. 6 at 2-3.)

17.

Program participangs for'up to the first two days of service upon enrollment in the program to
enable time for the’new program participant to make the required initial payment; the value of
the final postpaid bill after the amount of any existing deposit is subtracted; when a disconnect
order is pending but termination of service is not allowed due to the time of the day, the day of
the week or for the period of a weather moratorium; the balance upon enrollment in the Flex Pay
Program of any past due amount from a previous postpaid rate schedule, after subtracting 75%

minimum payment and any remaining deposit balance; and for cases when a customer has not
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received sufficient notice of termination and to allow sufficient time for the issuance of the

written 10 day and 48 hour notices. (Ex. 6 at 5.)

20. NV Energy states that usage grace period balances arg/sef

provides an automatic payment arrangement shy
been provided to them.

2l.  NVEng
contacting the NV Enery

If the custome

satisfactory credit ypder the postpaid residential rate schedule, the account will not require a
deposit. If a new customer is on the program for less than 12 months, the account is subject to
deposit requirements, per Rule 13, to the extent that they apply to that particular customer. (Ex.
6at7.)

22. NV Energy states that it will communicate the following information to Flex Pay

Program customers:
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a) Days Remaining — The number of days of service remaining based on the balance
in the Flex Pay Program account. The days remaining messages autopfatically occur on a
daily basis when the calculated days remaining are ten or less.

b) Statements — A message is sent to a customer when hjg/hex moxthly statement is

posted and ready for review on MyAccount. The monthly&tafementincludes information

required to be provided on bills of non-Program customersR ept montlly Statement will
; s Pay Prograq ab ount

postings include information regardj
take to reduce their consumption of &le

to help Flex Pay Program customers re
which the Flex Pay Prog

0 the Flex Pay Program customer with
being provided in MyAccount. Notices
4 potential termination of service, and other
regulation. If the customer designates a third party

sygdntact will receive notifications of any 48-hour and
idation. If a two-day notice of intended termination of
gent communications failure has occurred on both

notice, it Wl serd a second written notice at least five days prior to terminating service.
e) Payment confirmation — Each time a Flex Pay Program customer makes a

payment, a confirmation receipt of that payment will be sent to them via the electronic
channels they selected.

f) Information required by regulations — NV Energy will send messages notifying
Flex Pay Program customers of information NV Energy is required to provide, such as
pending rate cases or changes in rates. The information will also be posted on NV
Energy’s website.

(Ex. 6 at 8-9.)
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23. NV Energy states that Flex Pay Program customers can make a payment through

the next day allowed due to lack of payment.

customers will be subject to the

are only required to make a payment. For a customer with no usage grace period balance, a
minimum of a $20 payment is required. For a customer with a usage grace period balance, the
minimum payment required to restore service will be 50% of the usage grace period balance plus
$20 to create a Flex Pay Program account credit balance. Should a customer not repay a usage

grace period balance after termination of service, the usage grace period balance will be subject
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to the same collections processes and customer cost responsibility as applies to a residential

13.)

payment arrangement would be negotiated wil

of Rights. Similarly, if a deposit j

assistance has been/approved for a customer pending disconnection, the disconnection will be
suspended or canceled. NV Energy states that currently, energy assistance providers make a
payment to NV Energy using either an Automated Clearing House through their financial
institution or by way of paper check. When these payments are received, they are coded in the

payment ledger as energy assistance payments and applied to the customer’s account balance

that results in a system-generated cancellation order for the pending disconnection. (Ex. 6 at 16.)
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28. NV Energy states that it will handle pending disconnections of a Flex Pay

Stomer

Information System indicating the presence of a dispute. The Bannep er Information

debt write-offs. NV Energy’s projections of

utilities that have implemented sifni eLeAs. ofit in the Flex Pay Program

Pay Program, the njumiber of calls made by Flex Pay Program customers to ask questions about
account balances, terminations, past due balances and payment arrangements will be reduced.
The reduced volume of Contact Center traffic will generate cost savings. (Ex. at 8-9.)

31. NV Energy states that the Flex Pay Program prevents a customer from building

up a significant past due balance, eliminating the need for a deposit. With a smaller possible past

due balance, the amount of potential bad debt write-offs are significantly reduced. The
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corresponding costs associated with tracking and working the recovery of the bad-debt are also

reduced, as is the significant customer correspondence that goes with mang ﬁ‘ g arvears, debt and

payment arrangements. Based on observed customer behavior at othe dg that have

messages, emails, and voice messages that are core to the Flex Pay Program delivery. A third
vendor expense is incurred for the customer outreach services to communicate Flex Pay Program
benefits to consumers. There will also be variable licensing fees charged by PayGo once the

Flex Pay Program is launched.! (Ex. 7 at 13.)

! Table JE-2 in Exhibit 7 on page 13 provides estimated costs for implementation services, licensing fees,
communication and payment transactions, and program management.
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33. NV Energy states that it incurred costs from 2013 through 2015 for expenditures

related to the Flex Pay Program. The expenditures in 2013 related to blocj/orTixed license fees

Program equivalent\to approximately 62.5% of the operational costs from 2016-2021. Combined

with the service chgpge, NV Energy expects to recover approximately 98% of operational costs.
(Ex. 7 at 16.)

36. NV Energy states that it researched the prepay industry to determine the
relationship between prepay service charges and customer enrollment in programs. Due to the

lack of any reliable sensitive analyses, NV Energy was not able to determine the existence of a

2 Table JE-3 provides estimated enrollment percentage by year for the Flex Pay Program.
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correlation between the customer charge and participation rates. Industry rates range between $0

System. (Ex. 7 at 22 3.)

39. NV Energy states that regulatory accounting and ratemaking treatment for the
fixed costs of the Flex Pay Program was built on a cost recovery methodology proposed by Staff
and presented to the Commission in NV Energy’s July 13, 2015 comments in Docket No. 14-

10019. The Commission accepted the proposal in its Order in Docket No. 14-10019 issued on

3 Table JE-4 on page 18 of Exhibit 7 provides a table comparing enrollment percentages to incremental service
charge fees for eight different utilities that provide a prepayment program.
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August 31, 2015. (Ex. 8 at 4.) If the net benefits at the end of the five years do not exceed Flex

and NAC 704.375(4) in

found in the

service. RQstpqnement of af tefmination upon entering into an agreement to pay a delinquent bill
is also not appligabls beegise the Flex Pay Program participants prepay their bill. NAC
704.375(4) pertaing/sd the termination of service. Since this section applies to termination for
nonpayment, it does not apply to the Flex Pay Program and thus is inapplicable.

BCP’s Position

41. BCP states that the Commission should reject the Flex Pay Program or, in the

alternative, request modifications with respect to aspects of payment transactions, cost recovery,

deposits, compliance with the Consumer Bill of Rights, marketing, customer agreements,
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handling of prepaid gas customers, metrics, and methodology for reporting data. (Ex. 9 at 1-3.)
42.  BCP states that NV Energy’s pilot of a similar program relptedto Docket No. 04-

5003 struggled to get participation and required employee participatjgiy ke 37 participants,

that the benefitsmay ngifraterialize, the non-participants may not be insulated from the program

cost, and that furth nformation needs to be provided regarding the appropriate service charge,
as the proposed charge was insufficient to cover the cost of the proposed program. (Ex. 9 at 4-
5)

44.  BCP states that in response to data requests in this Docket, NV Energy stated that
it intends to recover both operating and capital from the regulatory asset. As recently as March

3,2016, NV Energy changed its position and stated the capital cost would be recovered from the
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regulatory asset and the operating costs would be recovered in the revenue requirement in future

GRCs. Similarly, program operating benefits and service charge revenue would bedreflected in

customers’ beha|f isleading considering NV Energy did not seek customer input. The

Flex Pay Program i 4 program devised by NV Energy for NV Energy. (Ex. 9 at7.)

47.  BCP states NV Energy cited a flawed national survey and a flawed 2014 Cogent
Utility Brand Trusted Engagement survey as justification for interest and need of a prepayment
program. Both studies have self-selection bias and include a non-random sample of population.

The surveys themselves state that re not a probability sample. (Ex. 9 at 7-8.)

48.  BCEP states that NV Energy certified the Applications for tariff approvals in this
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case under an advice letter. The certification asserted that the proposed change in schedules

would not change any rate or result in an increase to the annual gross operafing revenue of an

amount that exceeds $15,000 for each utility. BCP believes the certjfice incorrect, as the

9 at 8-9.)
49.  BCP states that national experigy
concentrated among low- or mod

requirements or disco

10.)
50. BCP states that low-income users will be attracted to the Flex Pay Program. The

prospect of no initial cash deposit would be attractive to people under budget limitations or low

income. The avoidance of reconnection fees might also stimulate interest. Opting in may be

done in order to retain service in the immediate term, even at the increased peril of losing future

4BCP provided PAM-2, which provided their calculations showing gross revenues exceeding $15,000 annually
from the Flex Pay Program for 2017 and beyond.
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service. (Ex.9 at 10.)

51.  BCP states that NV Energy researched low-income users apd gSage¥n Docket No.

residential ratepaycrs. 7

at11.)

is disconnected, rogtets and modems no longer work and a customer likely has trouble charging
this/her cell phones. Customers that have trouble paying their bill will also likely have problems
paying their phone and internet service bills. (Ex. 9 at 11-12.)

53.  BCP states that low-income customers trade off regulatory protections, relinquish
the right to participate in equal payment programs, and negotiable payment terms for the

avoidance of paying a deposit to participate in the Flex Pay Program. Prepayment programs tend
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to blur or conceal the low-income inability-to-pay issue and instead pass the problem along to

the user instead of addressing the problem. Customers that have issues payipgumsdr a post-pay

model would most likely still have problems under the prepay mode ome households

54.  BCP states that the Flex Pay

prepaid financial model expe

The quality of life that Nevada wishes to project and protect for its citizens needs to be weighed.
Vulnerable households with single parents, children, elderly and the handicapped should be
taken into consideration. The constant feeling of having to monitor your usage, pay, and make
tradeoffs to pay for electricity is something the Commission should consider. (Ex. 9 at 14.)

56.  BCP states that many listed benefits of the Flex Pay Program are already available
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to customers. All customers currently have a choice on when and in what frequency to pay.

paying for a subsidy with increasing cost

b2 benefits. Normally in prepaid programs, there is a

very little mention to the frequency of payment transactions, which adds to the cost to serve.
The Flex Pay Program also masks the true cost to participate by charging a fee that only covers a
small portion of the Program costs. The remaining costs are expected to be subsidized and
recovered in future GRCs from non-participants, should the purported benefits, that cannot be

quantified directly, fail to materialize. (Ex. 9 at 16.)
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59.  BCP states that bad debt reduction represents 73% of the purported benefits, and

benefits, hopefully throughjreduced prepay rates. Conversely, the cost causer should be held

accountable by setting thé€ Correct rate in the prepaid schedule, should the cost exceed the
benefits. The Flex Pdy Program customers should be given a discount since prepayment reduces
risk, lessens need to find working capital, improves cash flow and lessens what a company may
need to borrow. (Id.)

61.  BCP states that the participation level anticipated NV Energy is overly optimistic
given the short time frame. JEA Municipal launched its prepaid program in June of 2013, and by

October 2015 reached 1.7% adoption. Brunswick Electric Membership Corporation started
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prepaid meters in 1991 and had reached 8% participation by 2009, almost 18 years later. The Salt
River Project’s M-Power program’s average yearly growth rate over the 15ye@r titae period was

0.783%. NV Energy’s adoption rate appears optimistic in comparisop Rergy’s adoption

numerous transactigi§ are dependent on the type of participant in the Flex Pay Program. The

Flex Pay Program financial model assumes to collect bad debt at twice the rate of normal
ratepayers. The low-income and payment troubled participants, and the unbanked, will pay
mostly in cash. Based on historical information, NV Energy assumes this percentage will remain
constant, ignoring that this is a new program outside the historical norm. In 2004, the Salt River

Project experienced two million prepaid transactions with 99% being conducted at a pay center.
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BCP used a 60% cash payment assumption but believes that percentage could be higher. (Ex. 9

at 22-23.)

64.

requirement before /D Energy’s proposed five-year period. NV Energy might only be at risk

for a portion of the capital cost, which only represents $3.9 million of the $20.6 million cost of
the Flex Pay Program. (Ex. 9 at 24-25.)

66.  BCP states that during the higher use months, transactions increase in the Flex
Pay Program. Using Salt River Project’s figures, NPC residential single-family customers would

have a total of 80 annual transactions, or about 7 rounded transactions per month and residential
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multi-family customers would have 45 annual transactions, or an average of about 4 rounder

increasing the cost burden. Costs should be appropri

and not subsidized by others. (Ex. 9 at 27.)

plan paying back Utearages one-fourth over time and one-third deposit over time. The third
option is an equal payment plan that involves paying 50% of arrearages and paying a full deposit
in order to participate. NV Energy now proposes a fourth option in the Flex Pay Program that
requires no deposit, no reconnection fee, paying 75% of arrears, and a $50 startup credit that

goes toward the participant’s use. Any time a customer with arrears pays for use, 25% of the

payment will go to paying of the remaining arrears. The Flex Pay Program is less expensive
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over a 12-month period due to the avoidance of the deposit, but does not capture or cover

operating cost and the fixed cost so other ratepayers could be exposed and yegtiredsto pay for the

traditional plan wit

order to smooth

@gram participants wishing to leave before the Program is

ay Program disputes over a bill, service, or charge are not

credit runs out, and should not be terminated until the dispute is resolved. NV Energy seeks
waivers and concessions from the Consumer Bill of Rights but offers no concessions in return to
protect customers. (Ex. 9 at 32-33.)

70.  BCP states that they recommend moving forward with a rulemaking to ensure

consumer protections are fully vetted, especially in regard to this new program and its impact to
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consumers. If approved, BCP wishes to provide notice and exercise the right to move forward
with a rulemaking proceeding as agreed in the October 15, 2014 stipulation’yr Docket No. 14-

10019. BCP further requests a stay in this case until the completion &t thg retyuested rulemaking.

also provide awareplg$s that the Flex Pay Program participant may need to consider any

additional time requirements and access to transportation customers may need in order to pay at
locations offered. The customer should also be aware that he/she may dispute a bill, charge, or
service during any time prior to disconnection. (Ex. 9 at 34-35.)

73. BCP recommends that gas tariff 6M(1), under Special Conditions, Item 19,

Resumption of Service, specifically state that the participant will incur an applicable charge of
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$40 for reconnection the next day in regard to SPPC’s gas Flex Pay Program. The Flex Pay

Program customer agreement should have similar language and clearly poj e impact

regarding frequent disconnects, including that the cost can be signifigdp Nfor next day, $60

not at issue. Forced r€duction or disconnection of service should not be considered an
enhancement to service quality, as the consumer’s motivation is financial savings, not energy
savings. BCP believes such deprivation is not conservation, and as such, the Flex Pay Program
should not be re-compensated for lost sales from a DSM perspective. (Ex. 9 at 37-38.)

76.  BCP states that the measurement of energy savings should be over the five-year

term of the evaluation of the Flex Pay Program to match the same timeframe of evaluation as the
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measurement of the benefits and cost. The prepay effect diminishes over the length of time that

a customer is enrolled in the Flex Pay Program. Behavior focused prograpas shiowssigns of

backsliding over time. Energy savings should be measured over the £V O period and not on

decision. (Ex. 9 at 38.)
Staff’s Position

77. Staff states that it recommeNds the
with a monthly service charge of $2.50; 2) d
Pay Program report on the metri
to include metrics for gHe
Program customers at thg ti

by the call cente

program that gives customers more payment choices while at the same time provides adequate

consumer protections. NV Energy has made numerous improvements to the Flex Pay Program
since the Program was first brought before the Commission in Docket No. 14-05004, including
the addition of a Flex Pay Program customer agreement, which all customers requesting

enrollment in the Program must review and acknowledge. (Ex. 13 at 1-2.)
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79.  Staff states that the monthly service charge should be set so that it is expected to

provided an analysis regarding the appropriate

operating cost recovery while

the Flex Pay Progr participation levels and costs and benefits it is determined that the service
charge needs to be adjusted, the service charge can be changed through a GRC, an advice letter,
or other appropriate filing. (Ex. 13 at 6.)

82. Staff states that the Commission should direct NPC and SPPC to jointly file an
annual Flex Pay Program report on the metrics associated with the Flex Pay Program, and direct

NPC and SPPC to include metrics for the reduction in required deposits, the past due balances of
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Flex Pay Program customers at the time of the program enrollment, and the monthly number of
calls received by the Call Center regarding the Flex Pay Program. NV Enefgyshiodld also track

and report the following information regarding the Flex Pay Prograny’ poxubexof participants,

service disconnects, number of participants that obtained satisfaCtd redit viatheXXlex Pay

observed. In other Y 6rds, there is no counterfactual group that can be used to quantify the
benefits. Likewise, the Flex Pay Program could result in a reduction in the number of paper
notices sent, and a reduction or increase in Call Center volume, but the reductions/increases
cannot be directly observed. Instead, the quantifications of these benefits and costs are
dependent on various assumptions and comparisons to quantifiable values. (Ex. 13 at 8.)

84.  Staff states that NV Energy proposes to calculate the monthly write-off reduction
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benefit by taking the difference between the average monthly residential bad debt write-off per

Flex Pay Program gystomers would have continued at the historical average in absence of the
Flex Pay Program, it assumes that it would have continued at the same write-off rate as other
residential customers. Instead of using the historical write-off rate as the baseline, Staff proposes
using the current write-off rate for the non-Flex Pay Program group. (Ex. 13 at 8-9.)

86.  Staff proposes calculating the bad debt recovery fee reduction benefit as the

difference between the non-Flex Pay Program group’s current average recovery fee per customer
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and the Flex Pay Program group’s current average recovery fee per customer, multiplied by the

number of Flex Pay Program Customers. (Ex. 13 at 12-13.)

87.  Staff proposes quantifying the reduction or increase ip exter volume by

(Ex. 13 at 14.)
89. Staff supports the establishment of a regulatory asset account. Regulatory asset
accounts serve to defer and hold program costs for review during a GRC. During a GRC, all of
the costs recorded can be reviewed and evaluated by all parties allowing for adjustments to occur
before any of the recorded costs are recovered from ratepayers. NV Energy proposes to evaluate

the operating costs and benefits associated with the Flex Pay Program at the end of a five-year
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period. If the benefits exceed the ongoing operating costs, NV Energy proposes to include the

the regulatory asset account over the life of the\a

methodology that predetermipe

apraposed recovery of these costs, Staff would

egiflatory asset account and make its determination with

91.  Staff states that NV Energy has indicated that it will use two allocation methods
for allocating costs and benefits between NPC and SPPC. NV Energy proposes allocating on-
going operating costs and benefits based on the number of customers at NPC and SPPC utilizing
the Flex Pay Program. Staff finds this allocation methodology to be a reasonable way to lessen

the possibility of customers in one service territory paying a disproportionate amount of costs or
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benefits associated with customer activity in another area. (Ex. 12 at 3-4.)
92.  Staff states that NV Energy proposes allocating the fixed costg'fecodded in a

regulatory asset account based on the total number of customers in earservise territory. For

This approach differs frofly NV Energy’s proposal, as well as the Commission’s August 31, 2015

Order in Docket Ng,14-10019 (“Order”).> (Ex 14 at 3.)

94. NV Energy states that under its proposal, after the fifth year if the benefits do not
exceed the operating costs for the same period, then NV Energy would not receive a carry charge
and would write off a share of the fixed costs in proportion to the ratio of benefits to costs

determined after the fifth year of the Flex Pay Program. The determination of the benefits ratio

SSee Docket No. 14-10019, Section IV “Analysis and recommendations regarding implementation of a prepayment
program for electric services” at page 12 of Attachment 1 “Report.”
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will be based upon the comparison of benefits to cost of the last 12 months’ performance. NV

Energy would only recover an amount equal to the product of multiplying costs by the

ratio of the benefits to the costs. The regulatory asset would not be ptaged in‘the rate base;

the Flex Pay Progr i without recognizing the value of the benefits would discourage customer
participation in the Flex Pay Program. Staff and BCP both recommend that the metrics be
tracked and reported, which will inform the Commission on the progress of the Flex Pay
Program while allowing for an examination in future proceedings to determine whether the
monthly service charge amount requires an adjustment. (Ex. 14 at 5.)

97. NV Energy disagrees with BCP that the cost-benefit test be conducted on a
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combined basis with NPC and SPPC. The results will be tracked and allocated on an individual

should not proceed because they were done under an advice letter fiNng. The filings were

appropriate under an advice letter because theydq not effect a change existing tariff. The

Flex Pay Program would be a new voluntary § sand as sugirthe filing complies with

the requirements set forth in NAC 703.400(1), at “a tariff sheet covering a

Rates, places all chagges in one location within the tariff so that the charges can be easily found
and modified. The alternative would be to state all of the miscellaneous charges throughout the
several tariffs that the charge would apply to. BCP’s suggestion is inconsistent with various
tariffs and rules, such as Rule 16, which describes the connection process for gas service. (Ex.

14 at 6.)

100. NV Energy states that it agrees with Staff’s recommendation to increase the
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monthly service charge from $2.00 to $2.50. Such an increase strikes an appropriate balance

transaction charge would only apply to non-credit anf no D Ypayyqents made atSHop &

hannels to align

average cost per pdymeng tra e ceted number of Flex Pay Program

enrollees ocgu

as each payment generates an associated charge borne by the Flex Pay Program. NV Energy

believes it is prudent and appropriate to limit the payment transaction fees included at no cost to
Flex Pay Program customers to ensure that non-Flex Pay Program customers do not pay for Flex
Pay Program costs. If customers incur a fee for five or more payments in a given month, NV

Energy believes this will encourage customers to plan accordingly, thereby reducing the total
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number of Shop & Pay and kiosk payments. (Ex. 15 at 9-10.)

102. NV Energy states that if operating costs, including paymenttpdnsassion costs,

4 large

int993, the expanded availability of a kiosk and payment
center was notNmplemented until 2004, and the use of current technologies were not
implemented uh(il 2Q05/Phe extensive payment channels, technology, and infrastructure that
did not exist then ageCurrently in place. From 2005 to 2010, participation the Salt River Project
prepaid program grew 8.4%. As of April of 2016, Salt River Project’s prepaid program
population is equivalent to approximately 17% of their customer base. Comparing the first five
years of a program that started over two decades ago to potential growth at NV Energy in 2016

ignores vast improvements in technology and the fact that the core technologies are already in

place for customers to convert to prepayment. BCP also did not consider that American
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consumers are much more comfortable with utilizing prepayment services. (Ex. 15 at 11-12.)

104. NV Energy states that BCP’s reference to NPC’s 2004 pilg ,- is not useful

in assessing the likelihood of success for the Flex Pay Program. TheAgehpoldgies used to

to introduce prepaid service based on AMI infrastructure. (Ex. 15 at 14.)

106. NV Energy states that it is not proposing any changes to the cost recovery
methodology directed by the Commission in Docket No. 14-10019. (Ex. 15 at 15.)

107. NV Energy states that the Flex Pay Program is not directed at low-income users.

The Flex Pay Program is entirely voluntary and only available to eligible customers. A customer
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may easily transition from the Flex Pay Program to a post payment plan at any time. There is not

monthly cycle allows. (Ex. 16 at 2.)
108. NV Energy states that the

participation is voluntary. The customer mu

Other utilities report that cust

tomers\nay, be motivated\by avoiding a deposit, low-income

arrangements beyond the/défault by 60 days. If approved, the Flex Pay Program will provide
customers with angth€r option, which requires no deposit. (Ex.16 at 3.)

109. NV Energy states that a rulemaking is not necessary to implement the Flex Pay
Program. The Flex Pay Program was first submitted to the Commission in NPC’s 2014 GRC.
That docket was settled by a stipulation where the parties requested that the Commission proceed

with an investigatory docket into prepayment programs. In that docket, the Commission vetted

the applicability of the Consumer Bill of Rights, deposit policy and the interplay of other
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applicable tariffs as they would apply to participating customers and concluded that no new

regulations were necessary. The Commission came to this conclusion becz prepayment

program was optional and offered notification and communication fedtptes that were, in many

at4.)

110. NV Energy states that an addido

these Dockets related to customer education and outreach for the Flex Pay Program, such as the

ones proposed by BCP. The Commission has continuing oversight and supervisory powers over
NV Energy’s operation and has the ability to address any concerns about the marketing of the

Flex Pay Program should issues arise in the future. NV Energy has already drafted a

6 See Docket No. 14-10019, Order issued August 31, 2014, at Report p. 12.
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communications and training program that will be launched upon Commission approval of the

Flex Pay Program by leveraging existing communication channels. The cofifeCt conter customer

representatives will be trained on communicating with customers abpt s )

The Flex Pay Program is a convenience that

Flex Pay Program is not concepty

as a significant pergefitage of Nevadans have an internet connection. A National 2015 survey
found that approximately 74% of people own smartphones. NV Energy believes that given
MyAccount enrollment rates and mobile application downloads, the voluntary Flex Pay Program
along with its included features and functionality will be available to the vast majority of

Nevadans. (Ex. 16 at 13.)

115. NV Energy states that it has incorporated suggestions from various parties to
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fashion adequate consumer protections over the course of this proceeding and related dockets.

NV Energy has changed the notification provisions to notify customers eagh day they are within

reduced the cost of the Flex Pay Program by providiffg a

the kiosks and Shop & Pay monthly. (Ex. 16 at 16.)
116. NV Energy states that it had\gives : pQustomers

transitioning back to postpaid service, and it i

service for the first time. Whi

NAC 704.302 throygh NAC 704.390. NV Energy asserts that the proposed consumer
protections offered by the Flex Pay Program are superior to the existing rights and obligations
under the Consumer Bill of Rights. (Ex. 8 at 5.)

118. NV Energy states that NAC 704.341 pertains to the program for deferred payment

of delinquent bills. Since the Flex Pay Program requires the customer to prepay his other bill,

this section of the regulations is not applicable. NAC 704.372 pertains to the termination of
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service. Postponement of a termination upon entering into an agreement to pay a delinquent bill

is also not applicable since the Flex Pay Program customer prepays his/hep bally, NAC

g to termination for

704.375(4) pertains to termination of service. Again, since this se 4

non-payment, it does not apply to the Flex Pay Program and thu or these

\
reasons, NV Energy requests permission to deviate from fig€e regulgtions pursuant Q
704.0097. (Ex. 8 at 5-6.)
Staff’s Position

119.

protection sufficiently to meet and in some instances exceed the protections provided by the

Consumer Bill of Rights. NV Energy has also proposed that participating customers be required
to enter into an agreement specifically acknowledging that the customer protections by the Flex
Pay Program differ from those found in the existing regulations. (Ex. 13 at 16.)

"
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VI.  COMMISSION DISCUSSION AND FINDINGS

121.  The Commission finds that the filing mechanisms in this cgst,4adviee letters, do

substantial rights of afiy party, the Presiding Officer may appropriately construe NVE’s filings as
applications requesting approval to change/implement new schedules. No party advanced any
argument that its rights were substantially affected in this regard. The Commission finds that the
defects, if any, in the form of the filing did not substantially affect the rights of any party. In
light of this, the Commission construes the filings in this case to be applications, even though the

filings were made as advice letters.
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123.  The Commission finds that the change in schedule for the Flex Pay Program

124.  The Commission finds good c}u

through 703.2481, which gove

deviation appears;

provision from-

requirements listed Lip NRS 704.110(3). Since the regulations do not contemplate a rate change
application or a new rate schedule such as the Flex Pay Program in this case, the Commission
must deviate from these regulations. The Commission finds that deviating from NAC 703.2201
through 703.2481 is in the public interest and not contrary to statute. Good cause for deviation

exists because deviation will avoid unnecessary, lengthy, and expensive additional filings and

proceedings that would accompany the filing of new applications. Deviation is in the public
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interest because deviation will expedite resolution of the matter, allowing the establishment of a

useful new program.

125.  The Commission finds that the Flex Pay Program wil tomers additional

at the ability of Flex Pay Program participants to take

1 assistance as any other residential postpaid customer to be an

important safety featyre gffhe Flex Pay Program. If NV Energy is notified that a customer

pending disconnecilpf is approved for energy assistance, then the disconnection will be
suspended or canceled. In addition, NV Energy receives a list of customers approved to receive
assistance. Such customers’ accounts are coded to indicate assistance is forthcoming and the
disconnection is stopped.

128.  The Commission finds BCP’s characterizations of the Flex Pay Program as

punitive for those with lower incomes and as a second-class service to be unfounded. Customers
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in the Flex Pay Program will receive superior notifications and protections that largely exceed

eawing the Flex

Pay Program, the Consumer Bill of Rights notifications and protectiofisa cffect. BCP’s

In conjunction with other benefits, the $2.50 charge projects to meet or

Program participans.
exceed Flex Pay Program operational costs.

131.  BCP is opposed to the proposed $2.50 monthly service charge, instead requesting
a standalone program with a monthly service charge of $9.99. The Commission rejects BCP’s
proposal, as it may potentially deter Flex Pay Program participation and does not give proper

weight to related benefits such as bad debt write-off. If the $2.50 monthly service charge is later
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deemed inadequate to recover costs, the Commission retains the ability to adjust it accordingly in

future proceedings.

132. The Commission finds that a $0.75 transaction fee fop/Shdp &\Go and kiosk

incurred once the anticipated Flex Pay Progra

charges project to increase th

methodology, finding it prudent and reasonable as it relates to fixed program costs. Such

methodology affords NV Energy some regulatory certainty in regards to cost recovery. NV
Energy’s methodology also allocates risk to NV Energy by restricting cost recovery in the event
the Flex Pay Program’s operating costs exceed the benefits. Further, the costs are subject to

evaluation and adjustment in future proceedings.
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136.  The Commission accepts NV Energy’s proposed Flex Pay Program cost

allocation methodologies. The Commission finds Staff’s recommendationg’winecsssary. NV

Energy’s financial model’s allocation of fixed costs between NPC apd yse the number of

participants while providing consistency with the Fl&X Pay

B. Program benefit calculations

137.  The Commission accepts Staf;

are limited to the Fle

K Pay Program, and not extraneous influences. While the Commission

accepts Staff’s current methodology, the Commission encourages NV Energy to propose other
benefit calculation methodologies for bad debt write-offs in its annual report filed with the
Commission or other appropriate proceeding.

138.  The Commission accepts Staff’s recommendation that any effects to the Call

Center volume due to the Flex Pay Program should be calculated by comparing the Flex Pay
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Program participant Call Center volume for payment arrangements and disconnects expressed as

calls per customer to the non-Flex Pay Program participant per customer rafe/withnthe difference

being multiplied by the number of participants. The resulting amouy hen be multiplied

by the average cost per call.

139.  The Commission accepts Staff’s recomme

multiplied by the number of Flex Pay Progra

140.

Flex Pay Program, fh€ average payment amount, the number of payments, the average number of
payments, the method of payments, the number of customers-written communications, and the
number of customers who transfer back to original rate schedules from the Flex Pay Program and
their reasons why. NV Energy should track the information by uniquely identifying Flex Pay

Program customers in the Banner Customer Information System and query the System for data

reporting.
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142, The Commission approves Staff’s recommendations that NV Energy file annual

time customers remain in the Flex Pay Progra
Program; the specific number o isconnectio 8
service reconnections 2
reconnection; the ffequ

DNP by zip

metric will then be subject to evaluation in future proceedings and re-approved as necessary. The
Commission rejects BCP’s recommendation to track reasons a customer is disconnected for
nonpayment. Disconnections for non-pay would only occur in the event a customer’s did not
maintain a balance, making such a metric unnecessary.

145.  The Commission accepts NV Energy’s proposed annual filing of the metrics
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ordered in this proceeding as part of the Annual Quality of Service Report, to be filed by April

as separate entities.

146. The Commission finds that NV Energy sha

reconnection fees\qre Sybject to potential changes. The Commission accepts BCP’s

recommendation réquiring the Flex Pay Program customer agreement to have language

highlighting the impact of frequent disconnects, including that the cost could be significant.

148.  The Commission accepts NV Energy’s proposed reconnection charge for gas
customers. Due to AMI, the Flex Pay Program can utilize technology to disconnect and
reconnect service remotely. Gas customers require NV Energy to send employees to the

physical location of the customer’s residence, which is an additional expense incurred by NV
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Energy that must be accounted for.

E. Marketing plan

149. The Commission rejects BCP’s recommendation requgti ating of the Flex
Pay Program with other payment options. NV Energy’s cu

related to the Flex Pay Program are sufficient.

F. Customer disputes

150. BCP expressed concerns regarding the disconnectns Flex Pay Program

rulemaking\Th&\Qctober 15/2014 stipulation in Docket No. 14-05004, accepted by the

Commission, statdg thay”if [the Commission] after investigation determines to approve the
prepayment progrdfn, the Signatories agree to request that the Commission proceed with a

rulemaking proceeding to make any necessary changes.”’ The Commission rejects the request
for a rulemaking proceeding, as there are no compulsory changes to regulations to make at this

time.

152.  BCP’s request for a rulemaking relates to ensuring consumer protections are fully

7 October 15, 2014 Stipulation in Docket No. 14-05004 Order at 9-10.
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vetted in regard to the Flex Pay Program. The Commission finds that the procedural history of

the Flex Pay Program, including but not necessarily limited to the 2014 GR Dssquent

investigatory docket and the instant proceeding have adequately vetted s Qncerns. Since the

153.  The Commission rejects N Eie
704.372, and 704.375(4).

154. NAC 704.341 state 7 i ovided in this section and NAC

nonpayment of a delinquent bill or any installment due on such a bill, the utility may postpone

the termination, regardless of whether the customer is qualified to make deferred payments
pursuant to NAC 704.388 or 704.341, if the utility determines that the customer is able to pay the
amount owed and the customer agrees to a plan for payment.” “Nonpayment of a delinquent bill

or any installment due on such a bill” is never the basis for termination under the Flex Pay
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Program, and therefore 704.375(4) is not applicable, making deviation unnecessary.

156. NAC 704.375(4) states, “An electric utility may not termingfe/Serviee to an

qnding amount

advanced service delivery meter customer because of nonpayment if tfe
shever the'k

deviation unnecessary.

157.  All arguments of the parties raised in these procdedings not expressly addressed

herein have been considered and either rejactether found to be non-e or further
discussion in this order.

THEREFORE, it is ORDERED that:

Advice Letter No. 7J5-G to revise Gas Tariff No. 1 to establish an Optional Flexible Payment
Program, designated as Docket No. 15-11005, is GRANTED as modified by this Order.
Compliances:

4. Nevada Power Company d/b/a NV Energy and Sierra Pacific Power Company

d/b/a NV Energy must jointly file an annual Flex Pay Program report consistent with the

requirements set forth in this Order.
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5. Nevada Power Company d/b/a NV Energy and Sierra Pacific Power Company

d/b/a NV Energy shall provide the results of the 2016 customer survey coyé O interest and

g

gport prior to the
beginning of the fourth quarter of 2016.
6. The Commission may correct any errors t

issuance of this Order without further proceedings.

PANI(A. THOMSE/N, Chairman and Presiding
Officar

A BURTENSHAW, Commissioner

DAVID NOBLE, Commissioner

Attest:

TRISHA OSBO ,
Assistant Spmuprssion Secretary

Dated: Carson City, Nevada

(SEAL)



