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PETERBOROUGH DISTRIBUTION INC.

SECURITY DEPOSIT POLICY – ELECTRIC

Reference File:  F30

POLICY
1) Peterborough Distribution Inc. (PDI) will require a security deposit from a customer who is not billed by a competitive retailer under retailer-consolidated billing unless the customer has a good payment history of one (1) year in the case of a residential customer, five (5) years in the case of a non-residential customer in a <50 kW demand rate class or seven (7) years in the case of a non-residential customer in any other rate class. The time period that makes up the good payment history must be the most recent period of time and some of the time period must have occurred in the previous 24 months.

2) For the purposes of Point 1, a customer is deemed to have a good payment history unless, during the relevant time period set out in Point 1, the customer has received more than one disconnection notice, more than one cheque has been returned for insufficient funds, more than one pre-authorized payment has been returned for insufficient funds or a disconnect/collect trip has occurred. If any of the preceding events occur due to an error by PDI, the customer’s good payment history shall not be affected.

3) PDI will not require a security deposit where

(a) The customer provides a letter from another electricity or natural gas distributor in Canada confirming a good payment history with that distributor for the most recent relevant time period where some of the time period which makes up the good payment history has occurred in the previous 24 months; or

(b) The customer, other than a customer in a >5000 kW demand rate class, agrees to a credit check using the “Equifax” system confirming a “Good” to  “Excellent” credit rating.

4) For the purpose of this policy, “acceptable security” will mean:

(a) An open ended irrevocable letter of credit from a Chartered Canadian Bank or Credit Union for Non-Residential consumers only; or

(b) Payment by cash, cheque, money order, debit card or credit card for Residential or Non-Residential consumers.

5) The maximum amount of security deposit that PDI may require a customer to pay shall be calculated in the following manner:

2.5 (two point five) X estimated average monthly load with PDI during the most recent 12 consecutive months within the past two years.

If the customer does not have consumption history with PDI, a reasonable estimate will be determined and used by PDI.

The price used to determine the deposit for low volume and designated customers billed under SSS or distributor-consolidated billing will be the same price used by the IMO in determining prudential support obligations for PDI.  The price used to determine the deposit for all other customers billed under SSS or distributor-consolidated billing will be the same price used by the IMO in determining prudential support obligations for market participants other than PDI, low-volume customers and designated customers.

6) 
Where a non-residential customer in any rate class other than a <50 kW demand rate class has a credit rating from a recognized credit rating agency, the maximum amount of a security deposit which the PDI may require the non-residential customer to pay shall be reduced in accordance with the following table: 


Credit Rating                                       

   Applicable Reduction


(Using Standard & Poor’s Rating Terminology)


AAA- and above or equivalent 
100%


AA-, AA, AA+ or equivalent  
 95%


A-, from A, A+ to below AA or equivalent        
85%


BBB-, from BBB, BBB+ to below A or equivalent         
 75%


Below BBB- or equivalent             
 0%

7) The PDI shall permit the customer to pay the security deposit in equal installments over a four-month period. A customer may, in its discretion, choose to pay the security deposit over a shorter time period.

8) Interest shall accrue monthly on security deposits made by way of cash or cheque commencing on receipt of the total deposit required by the PDI. The interest rate shall be at the Prime Business Rate as published on the Bank of Canada website less 2 percent, updated quarterly. The interest accrued shall be paid out once every 12 months or upon return of the security deposit or closure of the account, whichever comes first, and will be paid by crediting the customers account.

9) PDI will review every customer’s security deposit status at least once in a calendar year to determine whether the entire amount of the security deposit is to be returned to the customer as the customer is now in a position that it would be exempt from paying a security deposit under Point 1 or whether the amount of the security deposit is to be adjusted based on a re-calculation of the maximum amount of the security deposit under Point 5.

10) A customer may, no earlier than 12 months after the payment of a security deposit or the making of a prior demand for a review, demand in writing that PDI undertake a review to determine whether the entire amount of the security deposit is to be returned to the customer as the customer is now in a position that it would be exempt from paying a security deposit under Point 1 or whether the amount of the security deposit is to be adjusted on a re-calculation of the maximum amount of the security deposit under Point 5.

11)  If PDI determines in conducting a review under Point 9 or Point 10 that some or all of the security deposit is to be returned to the customer, PDI will promptly return this amount to the customers by crediting the customer’s account.  In the case of a customer in a >5000 kW demand rate class who has paid a deposit and has kept a satisfactory payment record for a period of seven years, PDI will reduce the deposit requirement to 50% of maximum.

12)  Upon closure of a customers account, PDI will credit the security deposit to the customers Final Bill. If the end result is a credit balance on the customers account, PDI will issue a refund by cheque within 6 (six) weeks from the date of final billing.

13)  Failure to meet any conditions in this policy may result in the disconnection of the electric service.

RATIONALE
Bad debt write offs can be reduced by requiring deposits or equivalent security from customers who cannot demonstrate satisfactory payment records or otherwise reasonably assure payment of future charges.
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