
MEMORANDUM

March L4 , 19 7 5

TO: Honorable C. L. Schmitt, Chairman
Consumer Protection Committee

FROM Louis B. Kozloff, Executive Director
Consumer Protection Committee

SUBJECT: Analysis House Bill No. 175, Consumer Advocate Act

House Bill No. 175 will be known as the Consumer Advocate
+gt. The purpose -of the Act is to create a Department of Consumer
Advo_cate, -establishing its pohrers and duties aird proriding its nethodsof financing. Accord.ing to this Act I'Conmissiontt wi1l reier to thePennsylvania Public utility connission, "consumer" by definition will
nean- any person who is the ultimate recipient of a pioduct or servicesupplied by an1. persgn subject to a regu-latory agenly. Consuner will
also-mean any indivi4lrar affected by a-tion with-the' authority of theregulatory agency. Tlese regulatori agenci.es are the Milk MaiketingBoard, the Pennsylvania Public ut i lity-conmis s ion and the rnsurance
Department.

,,l"pr"sent .[3"rli:i::; :l :l;,ffi:H'il:t:,:"t3t3"fi:l"tiuffiu:;.of the Commonwealth." The Dqpartment head will be ; qualifieA apof the Governor known as the Consumer Advocate. His concern by ai
v-ery nature of his training and experience will be in the interestthe consumer. The Consumei Advocate will have the right to appoingubernatorial approvd\, Assistant Consumer Advocates Ind othe'r' sucperson necessary to the proper functioning of his department.
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The Consuner Advocate shal1 be an affected party beforeeach regulatory agency and an aggrieved party on appeal^ froir any actionor decj.sion by a regulatory agency

The Consuner Advocate may exercise discretation indete.rnining the interest of consumeri. upon petition ii-io* or 2,500of tt:e_consuners, whichever is 1ess, the eonsirner Advocate will eitherparticipate il- ?rry particular preceeding invol.ving the aggrievedconsumer or will provide a written statenent for iefrainlig. Any 1ega1action against a regulatory agency will be brought in the iarne or tnEConsumer Advocate .
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It is also the ituty of the Consumer Ad.Yocate to provide
to the Governor and the General Assembly, an annual report on the
conduct of his department. He can further nake a recommendation
conerning the protection of the consumerrs interest.
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The last section of this Act deals with the assessment
upon the public utilities antl the disposition, appropriation and
disbursernent of these assessmeLts. Concerning assessment, each year
prior to July L, the Consumer Advocate must nake an estinate of the
total expenditures of the adninistration of this Act as it relates
to the pubtic Utilities Conmission. This estinate nust not exceed
two -hun re t SO one percen o t e total gross intrastate operating
revenues of the public utilities which is equal to L0% of the Public
Utilities Commission maxinum budget allowed by law. This assessment
will then be submitted to the Governor and to the Appropriations
Conmittees of the House and Senate through their chairnen. At this
point, the estinate will either be approved or a Lesser amount determined.
If the Governor or the Appropriations Cornmittees fail to notify the
Consumer Advocate of its action within thirty days, the Consuner Advocaters
estinate wilL be considered approvecl by the approving authority which
failed to notify hiuL. The Final Estimate will be the Least of the
three amounts approved by the three approving authorities, and the
approval of this least amount will constitute conpliance with the
Administrative Code of 1929. The total assessnent will be achieved
when the Departnent of the Consurner Ailvocate subtracts fron their
final estinate, the estinated balance of the appropriation carried
over into the fiscal year from the preceding one. This total assessment
will then be alLocated to, and paid by the public utilities.

Concerning allocatio
wilL determine for each precedin
which can be attributed to its a
of utilities furnishing the same
Elmount applicable to each group.

n, the Department of Consumer Advocate
g calendar year the amount of expenditure
ctivities in connection with each group
kind o f s ervic e and then d.eb it the
Further it must be noted that for
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each prior fiscal year before
allocation will be based upon
and its expenditure estimate
of its operation.

The Consumer Advocate will then allocate that proportion
of the adurinistrative costs of the Department of Consumer Advocate
attributable to each group of utilities which furnish the same service.

The Public utilities conmission wilL complete the assessment
procedure by collecting the assessments in the fol1o1r'ing manner: each
intlividual irtifity within a grouP will pay to the Public Utilities
Commission a propbrtion of operaiing expenses of the Consumer Advocate.
ifr" uti.iiii"r^arb aiviaea inio cate[orils, and the proportion of
expenses attributed to a given c ornp iny is the- same proportion that
th^e gross interstate revenues of the company bear to the total revenues
of tfiat category. For exampLe, e1ectric conpanies- gross $1.9 bi1Lion,
and the totai C6nsuner Ac1vo-cat6 expenses attributable to them are
eitirnateil at g500,000, then a courpany whose proportion of $1.9 billion
is 180 nillion or'9.4* percent, would be assessed 9.4 percent of
$500,000 or $47,000.

To determine the added cost to the inilivittual Tate payer, you
wouLd divitte the $500,000 estinrated a1Iocab1e expense attributable to
the electric utility group by the total intrastate 9pela!!1g revenues
of the electric utiiiiies, which is $1'9 billion, ($500,000 ilivided
by $1.9 biLlion) which equals the percent of increase to the rate payer
on their utility bil1.

Exarrp le :

Total amount of expense of Consumer Advocate a11ocable to
all electric companies is estirnated at $500,000.

Total intrastate operating revenues of all of the electric
util,ities is $1.9 biLlion.

$500,000 iliviiletl $1,900,000,000 = .00026

.00026 represents the increase to electric rate payer
for estinated expense- of consumer Advocate before the Public utility
Conmission.

The average annual residential electric bill of Metropolitan
Edison is $220.00.

the first full calendar Year the
its , expenditure experience if &r)r,

for the balance of the first LZ months
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Therefore: The additional added cost to the average
res idential consumer of the Metropolitan Ed^ison Company is :

$220 x .0026 = $0.057 or 5.7 cents.

The PUC will give notice by certified or regi.stered nail
of the amount lawfu11y charged against each public utility under this
Act. Each public utility must within thirty days of the receipt of
notice pay the assessed amount; unless the PUC specifies on the notice
to all public utilities an installment p1aD. of payment. In this case,
each installnent wilt be paid on or before the date set by the
Connission. It is right of the pubLic utility, however, to fiLe
objections to its assessment within fifteen days of receipt of notice.
The public utility nust specify in detail the groups upon which they
regaid the assessment to be excessive, erroneous, unlawful or invalid.
Afier giving notice to the public utility the Conmission will hold a
hearing and transmit its fintlings to the affected party. The public
utility nust pay within ten days any charges levied by the PUC in
accordance with its finttings with respect to the objections, Failure
to paf will result in appropriate 1ega1 action by the PUC. This legaI
action rnay include suspension or revocation of certificates of public
convenience, certification of automobile registration to the Secretary
of Transportation for suspension or revocation, or a court suit by the
Justice Department to recover the aurount lawfu1ly assessed togetheL
uith the cost of its lega1 action. Further, no suit nay be brought
to delay the collecti.on of the assessment.

A public utility which filed objections to the Connission
and has paitl its assessment nay within ttro years of the date of payment
bring an action against the Commonwealth to recover all or part of the
amount paid on the grounds that the amount was excessive, unlawful ,
erroneous, or invalid in whole or part. In any Iega1 action to recover
payments every relevant Legal issue may be raised but the fact fintlings
of the Cornnonwealth will be prima facie evidence. A11 docunents
pertinent to the Commission's expenses are adnissable in court and
will be prima facie evidence o
Court overturns the decision o
Ad.vocate will make a refund ou
Court. The procedure given ab
challenging assessments by the

he truth of their contents. If the
he Consumer Advocate, the Consumer
f the appropriation directed by the
is the exclusive remedy when
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Each public utility is required to pay a fair share of the
administrative cost of the Act. Both records of the Actrs administrative
costs and the nethods of computing assessnents will be kept by the
Consumer Ad.vocate and the PUC and will be open to inspection.
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A public utility which cllaLlenges an assessment has the
burden or proo.f- ue ior" 

- irr" tourt, while the aleternination of the
Consumer Advocate and the PUC ar6 to be considered prina facie correct.

AssessmentswillbepaidbythePUCtotheGeneralFundof
the State Treasury iiit""g[-iit"- R'ur"tto"' Deoartment antl is designated for.
the DurDose of aamnisieiing this lct. Ail requisitions for- appropriations
,iiir"tl'iii"-by*;ii;'-C;"i*.i Advocate or persoris authorized bv him in
writing to the State Treasurer.

In addition to the assessment funding the sum of $200,000
is appropri.i.a to the Departrnent of Consuner Advocate '
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Apri I 5, 1978

ANALYSIS OF HOUSE BILL 175 Act l6l of 11976

The Consumer
represent the i nterests o
The 0f f ice of Consumer Ad

Advocate is created in the Department of Justice to
t consumers before the P.U.C. or federal--agency.
vocate (hereinafter referred to as OCA) is headed bv

the Consumer Advocate who- i! _qp_po i_nted by the. Governof _! ilh_tlg_gpp_!:gyil ofa
majority of members elected to the Senate; compensation is to be set by the
Exec. Brd.

The Consumer Advocate may not while serving in this position
engage in any businessrvocation, other employment or have other interests
inconsistent with his of f icial responsibi lities nor shall he seek or accept
employmenf or render services for compensation with any public utilities
subject to the aufhority of the P.U.C. whi le he is in off ice and for a

period of two years after fhe appointment is served or ferminated. Any
Consumer Advocate shal I not seek election nor accept emptoyment to any
political off ice during his ferm as Consumer Advocate and for a period
of two years after the appointment is served or terminated.

The Consumer Advocate with the approval of the Attorney General
shal I appoint attorneys as assistant Consumer Advocates and such additional
clerical, technical and professional staff as may be appropriate, and make

contract for such additional services as shal I be necessary for the
performance of his functions; such compensation shall be set by the
Executive Board; no assistant Consumer Advocate or other staff employee
shall while serving in such a position engage in any inconsistent business,
vocat i on or other emp I oyment or other i nterests.

The OCA may exerclse discretlon ln determining the interests
of consumers which will be advocated ln any particular proceeding and in
deferming whefhen or nof fo particlpate in or.initlate any partlcular proceedlng
and in so determinlng shall consider the public interest, the resounces
available and the subsfanfiality of the effect of fhe proceedlng on the
interests of consumersl fhe OCA may appear before the P.U.C. or federal
regulatory agenc ies.

The OCA must annually submlt t6 fhe Governor, the A++orney
General and the General Assembly an annual report on the conducf of thE
OCA, and shall make avallable to fhe public this report; the OCA shall make
recorynendat i ons as on occasion may be necessary or desirable +o Profect +he
interests of consumers.

The initial appropriation was. $250,000 for fiscal 76-77,
The acf itself was enacted on July 9, 1976; the OCA shall expire June 30,
1979 unless the General Assembly extends its existence prior to Apri I l,
1979.
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