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ORDER
BY THE COMMISSION:

Now before the Commission is a Petition for an Alternative Level of Bonding (“Petition”), filed by Dominion Retail, Inc. (“Dominion”) on March 31, 2005.  The Petition states that Dominion is requesting that the Commission approve an alternative level of bonding to maintain its license.  The Petition was served on the Office of Consumer Advocate, the Office of Small Business Advocate and the Office of Trial Staff on March 31, 2005.  No protest was filed.
Dominion is an electric generation supplier (“EGS”) in the Commonwealth of Pennsylvania, licensed as a broker/marketer and an aggregator engaged in the business of supplying electricity.  An interim license, at Docket No. A-110008, was originally issued to Dominion, under the prior name of CNG Retail Services Corporation (“CNG”), on June 27, 1997.  CNG was granted a permanent license on January 14, 1999.  On October 27, 2000, the Commission approved the change of the name on the license from CNG to Dominion.

As part of the application process, CNG posted a surety bond in the amount of $250,000, as required by 66 Pa. C.S. §2809(c).  A surety bond of at least $250,000 has been maintained by CNG / Dominion since the license was granted.  On March 31, 2005, Dominion filed its Petition, seeking approval from the Commission for an alternative level of bonding, commensurate with the nature and scope of its operations pursuant to 52 Pa. Code §54.40(d).  In conjunction with its Petition, Dominion filed a new surety bond, in the amount of $9,921,952.09.  It replaced a surety bond, in the amount of $7,367,800, which expired on April 1, 2005.

Section 54.40(d) reads as follows:

“After the first year that the license is in effect, the security level for each licensee will be reviewed annually and modified primarily based on the licensee's reported annual gross receipts information.  The security level will be 10% of the licensee's reported gross receipts.  See section 2809 (c) (1) (i) of the code.  Maintenance of a license will be contingent on the licensee providing proof to the Commission that a bond or other approved security in the amount directed by the Commission has been obtained.  A licensee may seek approval from the Commission of an alternative level of bonding commensurate with the nature and scope of its operations.”(Emphasis added). 

From the above it is clear that the Commission intended that 10% of a licensee’s reported gross receipts was the primary, but not the only factor that would be taken into account to establish a security level for a licensee’s bond after the first year.  Thus, 10% of a supplier’s reported annual gross receipts is only the starting point.  Other factors that must also be considered include the scope and nature of the supplier’s business and uncertainties related to the supplier’s business operations.

In its Petition, Dominion is requesting approval for a reduced level of bonding because it no longer serves electricity to residential customers as part of the Market Share Threshold (“MST”) program in the PECO service territory.  In support of its request, Dominion has provided documentation concerning the scope and nature of its business operations.  The documentation provided includes information concerning recent and future gross receipts, recent and future gross receipts taxes (“GRT”), the non-existence of any issues that affect or may affect the flow of electricity generation at retail, the non-existence of outstanding non-GRT tax issues, and the non-existence of other issues which may create a claim on its surety bond.

Commission regulations at 52 Pa. Code §54.40(d) recognize that there are several factors that can affect the level of bonding appropriate for an electricity generation supplier licensee.  Dominion has provided information concerning its estimated level of business for the current year.  Based upon this estimate and the other supporting data provided, we believe that the $9.92 million surety bond will provide an adequate level of security, to ensure the payment of gross receipts taxes and the supply of electricity at retail in accordance with contracts, agreements and arrangements.  Accordingly, we will grant Dominion’s petition with conditions.  First, if Dominion fails to report its quarterly gross receipts in accordance with 52 Pa. Code §54.39(a), it must increase its level of bonding to 10% of its prior year’s annual gross receipts, as required by 52 Pa. Code §54.40(d).  Second, if the accumulated amount of Dominion’s gross receipts at the end of any quarter during the twelve month period beginning with the entry date of this Order exceeds $99,200,000, Dominion must submit a bond equal to an annualized amount of the 10% of the gross receipts amount; THEREFORE,


IT IS ORDERED:

1.  That the Petition of Dominion Retail, Inc. for an alternative level of bonding is hereby granted, for a period ending on, or before, March 31, 2006.
2.  That, consistent with Commission regulations at 52 Pa. Code §54.39(a), Dominion Retail, Inc. report its gross receipts to the Commission quarterly, no later than 30 days after the end of each quarter.

3.  That if Dominion Retail, Inc. does not comply with ordering paragraph No. 2, it must increase the level of bonding to 10% of its prior year’s annual gross receipts as required by 52 Pa. Code §54.40(d), within 45 days of the end of the prior quarter.
4.  That, if Dominion Retail, Inc.’s accumulated gross receipts exceeds $99,200,000 at any time during the twelve month period beginning April 1, 2005, the Company must increase its level of bonding to an amount equal to 10% of the annualized accumulated gross receipts, within 30 days.

5.  That a copy of this order be served on the Office of Consumer Advocate, the Office of Small Business Advocate, and all electric distribution companies and providers of last resort.

6.  That a copy of this order by served on the Department of Revenue, Bureau of Corporation Taxes.

BY THE COMMISSION,


James J. McNulty



Secretary

(SEAL)

ORDER ADOPTED:  July 14, 2005
ORDER ENTERED:  July 15, 2005
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