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Sma[[ utilities in t].S.
under heaviest stress
Complionce, cyber security,

Bcing on the Arncricarr Public
Pon'cr Assocration boarcl of dircc-
tors tl-rc past scvcral ) 'cars :rnd nou,
sen'ing as tl 'rc chair
t o r  2013 -14 ,  I ' ve
had thc privilcdge of Notes
gaining a rraticlnal
1 1 , ' 1 q 1 1 , ' 6 1 i  1 7 1 '  t . . . . t J  -

ing public po\\/cr.
I 'cl l ikc to Lrse

th is  spacc per iodical -
I t  . l t t r ing t t r i '  1 i111s '1s
APPA chair  to  s l iare
sonrc of t l ic topics,
rssucs irntl challcnges
rcgarcling public pou,er and natural
qJs  ( ) l t  a  t r i r t i t ' n l r l  l t ' r ' c l .

Smal lest  ut i l i t ies feel ing
the most  s t ress across U.S.

A:  a l )a l  ior1,  1y"  rakc c lcct r icr t l '
for granted - unti l thc power gocs
out, t l 'rcn u'e rcalizc hclw much we
dc'pcnd on it. Regional blackouts thc
past decade sour.rdcd the alarrn at the
ftderal level rcgarding grid reliabil i ty.
T I r i s  l cJ  t o  s i g r r i f i c l r r r  i r r c r c i r scs  i r r
conipliancc and regulatory measurcs
for uti l i t ics across the country. As
n ith irnv type of significant change,
tl 're srnallcst entit ies with the few-
est resoLrrces tend to be hit hardest.
Srnal l  d isr r ib t r t ion s1 'srcms in par t icu-
lar across the U.S. are under tremen-
dous stress caused by' the increased
compl ianct '  and regulatory obl iga-
t lons.

digital transition aII major factors
'Wc're 

experier-rcirrg this in our
own shop as rvcll. \Uc'vcr hacl to a.ld
staff to handlc thc incrcascd cornpli-
ance, regulatory and clpcratioual com-
plexitics in the regional footprints
rvhcrc our r '" ' l 'rolcsale uri l i ty (MEAN)

operates. The busincss of rnoving
powcr to rvhere it 's ncedcd has alu'ays
bccn r r  corr r l , lqx job.  l t  is  cv( 'n  n lore
complex norv.

Another strcssor to public pou,cr

ut i l i t ics,  cspccia l ly  srnal l  u t i l i t ics,  is
the transition to a digital distribr-rt ion
systcln that requires morc clata rctct'r-
t ion, clisernination irnd rnal)ageurent.
Lct's facc it - pLrblic powcr custolners
arc spoilcd. Public pou'er docs such a
gooJ j r tb  of  Je l ivcr ing i ts  pr , 'Jr rc t  24
hours a day, 365 days a year - 1'ear :rf-
tcr year - that custolners don't knou'
u'h:rr it 's l ike not to have reliablc
c lcct r ic i ty .

Public pou'cr is so cclnsistcntly
g()oJ,  i ts  cr . rs torners just  cxpccr  i t  t t - r
be there. It 's t l-rat cornbination of
cLlstomer high expectation and a
transitioning distribution systcrn that
has small r.rt i l i t ics under tremendous
stress.

Cyber security: a big
threat to small uti l i t ies

Transitioning to a digital dis-
tributior-r system feeds in to a third
major stressor, particulariy to srnall

See 'SMALL UTILITIES'on page 6

Executive
Director

ffi
Partners fms
Prosrcgs

2Ol4 NMPP Energy
Annual Meeting

& Conference

March 3l-Apri l2
West Point, Neb.

Nielson Community Center

Lodging Options
(Room blocks under NMPP)

Horizon lnn & Suites
14021 372-1959
t-B/7-3/2-1959
Room rates from S 79- I I 5
www.horizoninnandsuites.com

Super I
(402) 372-3998
Room rates from S70-90
westpointsuper8@gmail.com

Best-Sef ling Author James
Bradley to speak at
Annual conferencenrg. 

s

By Gary Stauffer



Strategies can protect utilities from
unpaid bills after declared bankruptcy

Editor's note: Thls article is broken into two
ports, with the secontl 1>art being puhlished in the
F ebrrnt'1 E ssent rLew sletter .

By Gilbert L. Hamberg

Since Scct ion J66 of  t l ic  U.S.  Bankruptcy
Code becarnc cffcctive in 1978, rnost uti l i t ies norv
k|row thtrt rvhen non-rcsidcr-rti ir l crrstorncrs rvit l-r
tnatcrial nr,.rnthllt invoiccs fi le for Chaprcr 1 1, thcy
should dcnrand assurance of pa1'111s119 in an enur.uer-
atcc l  fonn set  for t l ' r  in  Sccr ion 366(c)(1 ) (A) ;  c .g. ,
a cash sccurity dcposit or a prcpayrncnt. Thc rnost
popr:lar fcrrtn is ir sccurity clcposit, i ls proviclccl urrclcr
local rulcs, rcguli lt ions, tariff provisior-rs, or ordi-
nanccs ("local lau's"): typicall l ' ,  twicc thc avcragc
t , r  l r i ghes r  r t r t r r r t l r l f  i r r vo i r - c .

\Mrcrc many c lcct r ic  ut i l i t ics,  especia l ly  srnnl lcr
oncs; er.g., rnur-ricipal or nrral electric, rniry bc fi l i l-
ing is  nor  dcmanding sccur i ty  dcposi ts  or  a l te  rna-
tivcs frorn non-residcntial customcrs u'ith rnatcrirrl
niorrthly iuvoiccs - bcfi,re anJ afre r rh.:y f i1. fcrr
bankruprc l ' .  Wi t l ' r  rnol th ly  b i l l i .g  c1 'c les,  r6c actual
t inancia l  r isk , l f  loss tc ,  a Lr t r l i tv  can bc 60 days or
rrorc - factoring in 30 days of chargcs, reading the
lneter, urail ing the invoicc, the gap unti l t l 'rc duc
datc, issuing a default notice, cxpiratiorr of t l 'rc curc
pc r i oJ ,  r r nJ  t r l r i r na t c  t c rn r i na t i o r r .

Prudcnt  rnunic ipal  e lect r ic  ut i l i t ies should not
sell to r-ron-dcbtor, non-rcsidential custolners on a
100 pcrccnt unsccurecl basis. Thcse custorncrs wil l
argr-re that cithc'r they are "good" for thc arnounts
of the nronthly invoiccs, so thcy sl-rould not be
rcqtrircd to post a dcposit, or that they do not l-rave
the l ir-iancial abiIir1'to post a tu'o-month dept.rsit.
Thc solLrtion: crcatc alternate bil l ing options -

recluiring the custorncr to sclcct onc trltcmative for
being reasonably securcd.

Too oftcn, r,rt i l i t ics sell to large customers with-
out  sccur i ty ,  ther- r  la te r ' f i le  for  bankruptcy,  lcav ing
util i t ies to face large, unpaid bil ls. Sornetimcs, thcy
recovcr thcsc iargc pre-petit ion claims in the bank-
ruptc)', br.rt frequentLy, they do not. When thcy do
not, the unpaid clairns are passcd thror,rgh as bad
debt expenses, to be paid by the rernaining custoln-
ers in the forrn of higher rates.;  Essent t
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The Gilbert Hamberg Law Office is
part of NMPP Energy's Champions
Program. A complete listing of
Champions businesses is on page 7.

These businesses support the
organizations of NMPP Energy.

Rcnrcr lbcr  the c lass ic  teni rnt  of  t r r i l i t l '  rcgul i r -

t ion: a uri l i ty l-ras to trcat all custonte-rs it 'r prc-

clesignatcd rate classes thc strrnc - pcr thc iocal
larvs. Any rcsidential custorner pays thc sarnc nrtc
as any clthcr rcsidcntial custonler, rvhicl 'r pricc ma1'
be differcnt than thc price paicl by cotutncrcial t ir
industrial custorrcrs. But r.vithin cacl'r clcsignatccl
class, cacl'r custolrcr is trcated the satnc. And so,
tcrms offcred to industrial cl lstolncr XYZ or ARC,
u,h ich havc s inr i lar  e lect r ica l  charactcr is t ics,  shotr l . l

bc thc sarnc.

Four-Step Strategy
To cl{cctuatc this soluttcn, a prutletrt r-rt i l irr

shou Id cc-xrsider implernenting rhe tir l lorvi rrg fi,Lr r-

stcp stft lrcgy:
1)  Evaluate and considcr  i tnprovctnctr ts  to cr l r -

rcnt practiccs. Exatnples includc:
o L)o your local lau,s providc that aftcr a IIol)-

res idcnt ia l  custo lner  pays 10 of  12 morr th l l ,  1 t . t t . . ,  . -

cs t i rne ly  and fLr l ly ,  you havc to rc fund thc scct t r t tv

depositl ]f so, then rescir-rd sucl'r tr rr.rlc. \Mrat g,,..,.1

does a rcturtred dcposit provide u'hetr the custorllcr
fi lcs fcrr b:u.rknrptcf in year fourl You shoLrld rerl lrrre
payment of the maximun) amount of deposit - scr
l o r rg  as  l l r c  accou r r t  i s  ac t i vc .

o l)o your local larvs provide for paynrct.tt of
interest on deposits at a rate greater than that pil icl

by your local banks on cl-recking accor.ttrtsl If so,
then arncnd such a laiv.

o Do yor.r revieu, setni-annually (or evcrt bettcr,

rnonthly) whether the amouut of the deposit or

comrnercial equivalent is equal to current chargc,.

in thc bil l ing cycle, and if not, then adjust the

deposit up or down? If lvhen the customer signccl Lrp

See BANI(RUPTCY on page 5



'Flags of our Fathers' author to speak
Nov York Times best-sell ing

Ar,rthor Jamcs llradlcy rvil l  speak
at the NMPP Energy Annual
Iu{eeting an.l Conferencc in Wcst
Point ,  Ncb. ,  M:rrch 31-Apr i l  Z,
2 0 1 4 .

Bradlcl. 's PrL'selltatl., l l
"Achici ' ing the Intpossiblc" rvil l
bc on Wcdncsday, April Z, the
final . l:r1' oi thc corrt 'crcncc.

"Wc strivc to havc qtrality
spcakers u'ith substance at the
NMPP Encrgy conferencc scr
attcnclces can takc away solne-
thing valuablc ancl useful," said
Garlr $g,1.t1p"r. "l ' \ 'e scen Jiuncs
Rra,.. l lc1' 's prcscntation and have
no. loubt  at tcnclccs n ' i l l  cn joy h is
prcscntat ion.  "

Bradlcy's book "Flags of Our
F-athcrs" rvas publisl-rcd in 2000
iLnt l  i t  r lu ick l l 'bccamc the Ncn'
York Tiures No.  1 bcst-sc l l ing

Partners f*rPr
*{*r tr ic i t \ . "  n;r i r-rr- ; ,* l  g*: .  r : t i i i ty
2 0 1 4  N M P P  E n e r g y  A n n L r a l  M e e t i n g  &

Lodging options are on the
front page of the newsletter.

book. "Flags of OLrr Fathcrs" is
about tl-rc six boys wl-ro raiscd thc
Atncr ican t lag on h i 'o  J ima.  Thc
photograpl-r is thc rnost rcprcl-
duced in photographic history.
Onc of the soldiers in the pho-
togrilph is Bradley's father, John
Rradlcy.

Rradley also wrote "Fly Boys"
in 2003 and rc lcascd the cr i t i -
cally acclainred "Thc hnpcrial
Cruisc"  in  2009.

Bankruptcy
Continued from page 4

to rece ivc 1'our clcctricit l,, thc cstimnted highest
nronthll, invoicc u'as $10,000, and if in the past
nronth, thc :rctuirl invoice rvas $20,000, thcn do
Vorr rL'rlr.rirc t lrc cLrstorner to increasc the deposit tcl
$40,000?

2) Rcvise your  local  larvs u, i th  the ident i l ied
l  l 'nproVclncl l ts .

j) E.nact t l 're ncu'ly rcvised local lau's.
,f ) Irnplcrncnt the revised local laws.
This proccss rnay take several years. For ex-

amplc, in ycar one, yorl rnight focus upon securing
:rl i r-ron-residential accounts cl\rcr a $X thousand
per rnonth (the largcst). This rnight consist of 10
custourers. in year trvo, effectuatc the revised local
lau's for custoncrs over $Y thousand per month.
This might applv to 20 customers. And so on - un-
ri l rfrer \r, 'rr rh'po nr f,)Lt1 frorn tl 're effective date of
the revised local Laws, all non-rcsidcntial custom-
ers (over a pre-deterrnincd rnonthLy arnount) are
sccured for the number of da,vs you are at risk in a

bi l l ing cyc lc .
A l.ru.lcnt uti l i ty shouid offer paymcnt op-

tions for each non-rcsidential customcr to choose.
Unclcr cacl-r o1.rtion, ttrc uti l i ty is sccurcd for the
nurnbcr of days in the bil l ing cycle. Under a phase-

irr plan, at t l 're cnd of the final year of the phasc-in,

cvcry l lon-rcsider-rtial customer over a set alnount
cacl-r month r-ro longcr is 100 perccnt uusecured.
ldcally, t l 're options should be phased irr for all non-

residential custolners and ultirnately, all custolncrs.
In the February Essent newslettcr, I wil l focus

on the different paymel'rt options for non-residen.

tial customers.

GilbertL. Hamberg; ; ;, practit ioner in
Ymdley, Pa. He represents U.S. ariiltles when their
cust()nrers fle f or bankruptcl . He is a frequent lecturer

cLt utilitJ conferences about how utilities shouLd protect

themse\ves hefore and when their custolners file for
b ankruptcy . Email : ghamb er g-3@msn. com ; W eb :

w w w . G ilb er tLH amb er g. c om .
A  Essen t '
t ,  J o n u o r y  
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