
Offering payment options to customers
while keeping the utility fullv secured

Erlitor's note: Thi-s i.r rhe .scctncJ oJ a tuo-port
.serie.s di.scus.srng sn'atcgre.i to ln'otect tttilities lntnr
unpaicl hills after a notr-lesithntial customer tlcclare s frn'
bankruptct .'I'his anick: cfi.scu.s.se .s the t,ariotLs l)aJmerr'
ofrriorr.s utilities can estahbsh l'tn' non-resiLlential custom-
er.s thar htclules a .secrrrir',- de hrrrr.

By Gifbert L. Hamberg

Last nronth's articlc ft lcuscll orr a four-part
s t retcgy antJ proccss t ( ) . rss is t  ut l l i t ics f r r lnr  avt l id-
ing bc ing on thr  l rook for  largc,  unpai t l  br l ls  l ry
r r on - rcsirlcr.r t i l  I custtrrncrs [h ar rl ccl rrrc bank ruptcy.
I rvarrt t() n()w focus orr irnplrnrcrrtirrg orre of t lrrcc
pdyrncnf  r4r t ions f t r r  uon-rcs i t lcnt ia l  custo lncrs.

A prur lcnt  ut i l i ty  shoul t l  o f fcr  l ) i ly rnc l ) t  ( ) l ) -

t ions f i r r  c lch r r r l r r - rcs i r lcnt ia l  c l ts to lncr  to  c l r t l t lsc.
LJnt lcr  cach opt iorr ,  thc ut i l i ty  is  sccurcr l  f t r r  the
nLn.nl.cr of days irr thc hil l ing cyclc. LIn..lcr a l.rhasr-
itr plan, at t lrc cnd ,rf ' thc l irral ycar of t l 'rc phlsc-in,
cvcry l r ( )n-rcs idcnt ia l  cust( ) rncr  ovcr  a sct  arn()u l t t
cach rnorr t l . r  n t r  lor rgcr  is  100 pcrccnt  unsccurc(1.
l . lca l ly ,  thc t4r t ions shoukl  l .c  phasc. l  in  f t l r  a l l  n t ln-
rcs i t lcnt ia l  custorncrs ant l  Lr l t i rnatc ly ,  a l l  cLrstorncrs.

Llcrc arc thrcc payrncnt (4rtions tt l consitlcr:

Option I

Opt i t rn I  is  nrr rmal ,  rnorr t l r ly  b i l l ing.  Thc cus-
t ( ) rncr  pays u cash sccur i ty  r leposi t ,  ce lculatc. l  u t  the
kr t . ru la of  rwicc rhc h ighcst  rnrrnrh ly  b i l l .

To inrfrovc cash t. low, retlrrcc thc sizc of bad
clci 'rt cxpcr-rscs arrtl rc,luce cash working capital
rcr.luircnrents, you sl.roul.l revise the Local Laws to
rc.lr.rcc thr lcrrgd'r of a rronthly bil l ing cyclc. For
cxarrylc, if aficr nrctcr rradilrg, ir takcs l ivc r-lays ttr
miri l invoiccs, t l 'rcrr rccltrcc that t lclay to thrcc rlays.

If t lrc pcrit i l  t() ply thc invoicc is I 5 .lays, then
rctlncc that to l2 r-lays. If i t takcs thrcc rlays ro scrrd
u tlefault r.roticc wl-rerr tl-re .luc ,.latc passcs witl'rorrt
paymclrt, thern rctluce that to Lwo .luys. 

'When 
arra-

l l ,z ing rnonth ly  b i l l i r ig  cyc lcs,  r r t i l i t ics arc surpr iscc l
to reali:e rhat thc hil l lrrg .lelay acrually exceeds 60
days. Each clay shavctl off the bil l ing cycle hclps.

Opt ions l land l l l
C)prtions II and III arc altemative bil l ing
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practiccs/procctlurcs. itr t-c i 'crrn (lcntral Transp.
Co . ,407  F .Zd  100 ,  104  ( l r J  C i r .  l 97 l ) ,  cs tab l i shcd
prccctlcnt for thcsc l ltcrnatives (T'hirJ Circr-rrt
cxpkrrcd payment  opt ions,  ot lhcr  than r r r l r rn l l
month ly  b i l l ing,  wi th : r  tw()  ln( ) l r t l r  srcrr r i ty  t leposi t ;
e  .g. ,  u 'cckIy;  scrn i - r ront l r ly ;  r t r  a , . lvarrcc [ )aynrc l l ts ;
"cotrs i t lcr  fcas i [ ' r lc  cx l tc , . l rcnts [ t r r  s l ror tcr r inr ]  t [ rc
i r r tcn 'a l  bctwccn r rn a l tpc l l i rn l - 's  su l rp ly ing of  cr rcrgy
tnd thc t r t rs tcc 's  payi r rg f t r r  i t . " ) .

Scc t i on  366 (c  ) ( l )  (A )  r . : f l c c t s  s r r ch  h i l l r r r g
r tp1i1;115 l ty  prov i t l i r rg f t ' r  [ t1 'c1. .1y11rcnt  ( ) r  J l ly  ( ) th t : r

f,rrrl nrr.rtu' l l ly ,rgrccalrlt [rctwcen tIic ,. lcbtor untl
thc ut i l i ty .  Such oyr t i t lns rc l l l 'y  t l t r  rv t l rk  in  Chuf tcr
I I cascs. Non-rcsitlcr-rt ial, r lcb,tor crrstorncrs, rvfrtr
t t t . r y  l t l t v e  l r c c t t  t l e  l i r t r l u c n l  l ) r ( . ' - l ) L t r t i r ) 1  i 1  I ' , l y 1 l S

nron th l y  u t i l i t y  i nvo i ccs ,  i r on i ca l l l , t l o  co rnp l y  w i t h
such u l tcr r rat ivc b i l l ing arr 'Jn l lcrncr) ts  t rmcly ant l
fLr l ly  post-pct i t i r ln .

Llntlcr L)1.r1i1yt, II, rhc cust()lncr I)i lys ()n thc
I  5th . lay,  en cst i t ratcc l  arrount  of  50 |grqgnl  ,v1
thc tt ltal rnonthly bil l , follolr. 'ct[ by a rnctcr rce.l-
i r rg,  scnt l i r rg t , f  ar - r  uct r ra l  b i l l ,  paynrcnt  orr  t l rc  l0 th
t lay of  thc rcrnain ing 50 l ,crccnt ,  p lus or  minus Lhc
r-rt-rtJcq,aynrent or r)vcq)iryment, as rcf' lce rctl in t ltc
itcturl lnctcr- rcatl ing. All f1yqnc111s lrc nra'-lr lry
rv i rc  t ransfcr ;  thr  r r t i l i ry  srnds invoiccs,  rcconci l ia-
tiort statcnrcnts, an(l t lcfault noticcs by crnail; arrtl
the gracc pcriorl irr a tlcfault noticc is rcduccd rrr
f ive duys.  Undcr  such an a l rarrgerrent ,  thc dcpusi t
can bc rc.luccJ tit about 25 .lays. Tl-i is t4r1i1;n y1111li

bc attractive to thc custornelwho cornpluins ahout
insufficicnt fr.rnrls to post a fr.rl i l  tJcl-rttsit.

Unrler Opllou l l l , the custolrcr pays .. drc
25tir day the estimatctl amourrt of dre next month's
invoice. During thc ncxt rnonth, the ntetcr is read,
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Nebraska suing EPA over
new power plant standards

{ gllrrrrcy Gencrirl Jon
B r r r r r r r g  i r r  J , r r r t r ; r r y , r n -
nourrcc.l Ncbraska is t i l ing
sui t  in  U.S.  Dist r ic t  Ct lur t  for
thc Dist r ic t  o f  Nrbraska chal -
lcnging thc Errv i  rorrurcrr ta l
Pr()tccti()lr Ascncy's (ElA)

grccnhousc gls starrtlards frtr
ncw lx)wcr plarrts.

"Tl rc inrpossihlc srandards
inrp l ;5g11 hy drc EPA wi l l  cr r -
surc n() lrcw p()wcr f lants arc
[ ' r r r  l t  i r r  Ne l r r . r sk , r , "  B r r r r r i r r g
said in  r l  ncws re lcasc.  "T1r is

fct' lcrel i lgcllcy ctintinucs to
()vcrstcp i ts  lu thor i ty  at  thc
r lc t r iu tcnt  of  Ncbr lska busi -
t t csscs. "

Brr"rn ing's cl-rl l  lcnge c()urcs
rundcr  thc E.ncrgy Ptr l icy Acr

ot '2005 which prohib i ts  thc
EPA t}onr consirlering fetl-
crally-firrr. led projccts whcn
, lc t , : r tnr  t r  l r rg t l te  e1l1r11r1r ; i . l1q
frrrm of control tcclrrrology.

Corrtrirry to thc Act, t lrc
EPA prol.t lsc.l grcctrhousc
gas stendards bascrl ()l l  three
inr4rcrahlc crlrrl pllants which
hrrvc rcct ivcJ nrorc dran $2.5
bi l l ion in  fcdcra l  subsi . l ics,
statcd thc rclcasc.

-According tt l t lrc rclcasc
r  he l :  PA rcf t ' r t ' r ' rc t ' t l  t l r t '  in ,  rp-

critblc plarrts rrs cvii lcrrcc ttr
supp()rt cerholr cirl)tr.rrc an(l
st()rrgc tcchn,.lklgy shoul.l bc
thc starrdard { i r r  a l l  r rcw coal
p lan ts .

APGA hires clirector
of government affairs

The Arner icen I 'ub l ic  Gas, \s-
sociat io l r  (APGA) anr l ( )L l l rccd i l r

Jarri.rary irs hiring tlf Dan Lapato as
.l ircct, rr of govcrnrlcrr t affairs.

His prinrery arcls of focus rvil l
bc on lcgislatrvc antl rcgulat()ry arl-
v(''crlcy cfftrrts rclrtc.l to codcs lrrJ
stanrlar-tls, cr.lcrgy cfficicncy ;lxl cl i-
lnatc chlngc. L;rpato wil l also scr-vc
ls tlrc srrrff l irr ison firr t lrc APLIA
e o. lc .  & St . r r r . l , r r . ls  C() l r i l l l ILLuL.

I ' r ior  to  jo i r r i r rg APCA, Lapa-
to scrvcrl as thc rlcprrty tl ircctrlr frrr
thc fcr r r rsy lvarr i l  l )cpar t rnc l r t  r r f
Enl ' i rontncrr ta l  l ro tcct i r ln  ( I )E] t ) ,
(  ) f - t iee,  t l '  Errcrr r . r l  Af i  u i rs .

Laputo brings an .rburr.lance rtf
cxpcr icncc in  cnvi ronrncrr ta l  pol icy
iurd thc orcrgy indr.tstry, cspc-
c i l l ly  wi th l r l t l r ra l  gus.  I lc  can bc
rcachctl by cnrail at t l layrato@apr1a.
1r ;q 1rr  l ry  p l rorrc  ar  (202)  464-17i l .
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ant l  t l . rc  i r t i l i ty  crnai ls  thc iu l ,o icc p lus l r  rcconci l i -
nti()r-r stlrtcnrcrrf, ref.lccting any un,lcryrayrncrrt t lr
()\ 'crrpilylncnt ttt l tc a.lt lcrl 0r subtmctctl frttrn the
ne xt  rn()nth 's  aJval tcc pryutc l l t .  Again,  a l l  l ray '
nrcnts arc ma.lc l.y wirc transfcr-; an.l thc l lracc pc-
r i rx l  in  a. lc f , rLr l t  uot icc,  scnt  v ia crnai l ,  is  rcdLrcccl  t r l
f ivc days. Tirc dcposit can he r-crltrccrl [o fivc days.
Another  o1-r t ion is  at lvance paymcnt  orr  a wcckly
t ras is ,  wi th thc samc k i l r t ls  of  log is t rcs,  but .  a  h ig l lcr
sccr-rrity t lcpr1:rs11.

Un.lcr e lrch option, rhc custorlcr posts ir
t leposit crlual to thc rrr-rnrbcr rrf days in thc eppli-
cahlc h i l l i r rg  cyc lc ,  reprcscnt ing the ut i l i t l "s  r isk of
Ioss. Adjusting tl.rc anrorilrt of . lcpttsit by historical
cl 'rargcs keeps drings fair - to hoth the uril i ty and
the custorner. Finally, the uti l i ty arrcl customcr
havc to ncgttt iate and cxccute lrn agrecrncnt, rvhich
inrplements the specifics of t l-re alrernarivc hil l ing
arralrqelncnt satisfactory tc-r botl'r.

Conclusion
Enact i r rg a l lL l  i lnp lc l lcnt ing t l rcsc rcc()nrnrcn-

dat ions bcncf i ts  rhc ut i l i ty  anr l  i ts  cr rs t r t lncrs.  Thcy
cnd r . rp not  absorhing,  through h ighcr  ratcs,  thc
hi l ls  not  peid l ry  thc largcr ,  nt l r r - rcs i r - lent ie l  cr rs tonr-
crs.  Evcn thcy wi l l  rca l ize that  thcy too u ' i l l  uot
[ruvc to pay thc c()sts of enofhcr largc custolncr
feil ing to puy. Rc.lucing l.rrd .lcbt cxpcnscs antl crl;h
rvorking capital rcrl lr ircnrcnts antl irnprovirrg cesh
flow arc atlrrirable goals. Bc thc tirst r.rt i l i ty in yoLrr

arca t() rrot havc t() worry ahotrt losscs whcn ctrs.
torncrs fail to pay tl ieir bil ls.

Gilhert L. Hamhet'g,i 
" "r," 

ln'actirkncr irr
Yartlley, Pa. He lefr".senr-s U.S. uriijrie.s u.,hen theit'
cLtstonters file f ,:r bankrusttcy . He is a frerluent lectuyer
at utiliry conferences about hou", utilities shouliJ lntnec:t
thern.selle.s beJore antl u'hen their cl{-$tofl1el.\ fiIe f or
bankt' t1ttcy . Emai|: ghamher g_j@mn. con ; W eb :
u'uu' . GiLb er tLH amb er g. com.
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