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Recommended Directives on 
Upcoming Default Service Plans
TENTATIVE ORDER
BY THE COMMISSION:


Before the Commission is a set of recommendations from the Pennsylvania Public Utility Commission’s (Commission) Office of Competitive Market Oversight (OCMO) related to Electric Distribution Companies’ (EDC) future default service plans.  These recommendations are provided pursuant to the Commission’s pending Investigation of Pennsylvania’s Retail Electricity Market.  With this Tentative Order, the Commission issues for public comment these recommendations concerning the format and structure of EDCs’ upcoming default service plans.  
History of the Proceeding

In its Order entered April 29, 2011, the Commission initiated an investigation into Pennsylvania’s retail electricity market.  Investigation of Pennsylvania’s Retail Electricity Market, I-2011-2237952 (Order entered April 29, 2011)(April 29 Order).  The April 29 Order tasked OCMO, with the input of stakeholders, to study how to best address and resolve issues identified by the Commission as being most relevant to improving the current retail electricity market.  

Initial stakeholder input was solicited via specific questions included in the April 29 Order.  Thirty nine parties filed comments
 in response to the questions, which are available on the Commission’s website.
  Additionally, these topics and comments were further discussed at the June 8, 2011 en banc hearing, where representatives of consumer interests, EDCs, electric generation suppliers (EGSs), subject matter experts, and regulators were invited to testify.

After review of both the written comments and the comments conveyed during the en banc hearing, the Commission issued an Order initiating the second phase of its Investigation.  Investigation of Pennsylvania’s Retail Electricity Market, I-2011-2237952 (Order entered July 28, 2011)(July 28 Order).  In the July 28 Order, the Commission concluded that:

Pennsylvania’s current retail market requires changes in order to bring about the robust competitive market envisioned by the General Assembly when it passed the Electricity Generation Customer Choice and Competition Act, 66 Pa. C.S. 
§§ 2801, et seq., in 1996.   
July 28 Order at 7.  
Consequently, the Commission directed OCMO to hold technical conferences to address intermediate and long term issues pertaining to the competitive market.  The Commission also directed OCMO to present specific proposals for changes to the existing retail market and default service model.  

Introduction


This Order represents intermediate recommendations from OCMO as to how EDCs should develop the format and structure of their upcoming default service plans.  The Commission has considered OCMO’s recommendations and tentatively adopts them, subject to the filing of comments from stakeholders and interested parties.  


These intermediate recommendations are intended to achieve three goals: (1) to ensure that the upcoming default service plans do not hinder the ability of the Commission to implement changes that will be addressed within the Investigation; (2) to advise EDCs and other parties that they will be expected to amend proposed default service plans when possible to incorporate changes which may arise out of the Investigation; and (3) to provide guidance on default service plan components that the Commission believes can better facilitate the competitive marketplace.  The Commission believes the recommendations proposed in this Order strike a balance between the needs of all parties.  These recommendations are also intended to provide EDCs with the flexibility to craft default service plan filings in a manner in which they see appropriate.  
Default Service Plan Time Period


Under Commission regulations at 52 Pa. Code § 54.185(a), EDCs are required to file default service plans no later than 12 months prior to the conclusion of the currently effective default service program.  The initial default service plan was to be filed for a period of 2 to 3 years, or for a period necessary to comply with subsection 54.185(d)(4)(relating to a Regional Transmission Organization’s planning period), unless another period is authorized by the Commission.  Subsequent program terms were to be determined by the Commission.  See 52 Pa. Code § 54.185(c).

The Commission has weighed the benefits and detriments of recommending timelines varying from one year to three years for the length of the next default service plans.  After deliberation, the Commission recommends that EDCs file default service plans that run for two years.  The two year plans should continue to synchronize with the PJM Energy Year, which runs from June 1st to May 31st.  The Commission believes that two year plans will provide a reasonable time period to allow for implementation of any long term changes proposed in the Investigation.  
Energy Contract Durations


The Commission does not want to hinder the ability of EDCs and other interested parties to formulate a portfolio of energy contracts that satisfy statutory requirements.  To that end, the Commission will avoid mandating a prescriptive portfolio of contract lengths.  However, the Commission does see value in EDCs adhering to the following recommendations.


First, the Commission recommends that EDCs file plans that limit or eliminate the existence of short term energy contracts extending past the end date of the default service plan time period.  The Commission contends that adherence to such a policy can be achieved while still obtaining compliance with statutory requirements.
  The Commission also believes that the approval of various EDCs’ presently effective default service plans does not define these portfolios as the only possible prudent mix of contracts.

Further, at a minimum, the Commission recommends that EDCs limit the proportion of long term contracts that make up their default service plan energy portfolio.  In addition, the Commission recommends that EDCs consider using already existing long term contracts from previous or presently effective default service plans to satisfy compliance with the long term contract mandate of 66 Pa. C.S. § 2807(e)(3.2)(iii).
Retail Opt-In Auction

A number of parties taking part in the Investigation, including EGSs, EDCs, and the Office of Consumer Advocate (OCA), have been working to format a proposed retail opt-in auction.  In a retail opt-in auction, an EGS bids to provide competitive retail service to a group of residential and/or small commercial customers within a specific EDC territory who have affirmatively decided to have their accounts included in this group.  Opt-in auctions, in the Commission’s view, represent a creative marketing program that can help increase customer awareness for shopping opportunities, provide customers with direct benefits via savings and enrollment cash receipts, and instill peace of mind for customers through potential standard offer requirements.  As such, the Commission recommends that EDCs incorporate an opt-in auction program within their default service plans.  The Commission will not propose a specific format for opt-in auctions in this Tentative Order.  Rather, the Commission recommends that EDCs use, as a starting point for prospective opt-in auctions, the format being discussed by a stakeholder sub-group in this Investigation when it is finalized.  Doing so should provide benefits to customers, as described above, while providing all interested stakeholders the utmost of transparency for each EDC’s default service plan.
Referral Program


The Commission believes that referral programs represent a viable means to educate customers about the retail electric market and may allow customers to achieve savings on their bill.  These programs can be viewed on a sliding scale.  On one end, referral programs may simply advise customers of the potential benefits they can achieve from shopping for electricity and may direct customers to the Commission’s Papowerwitch.com website.  An intermediate possibility could be a referral program in which EDC customer representatives offer to assist a customer in the enrollment with an EGS who is offering some form of a standard offer product.  EDC customer representatives would act in these roles during predetermined customer contact scenarios, such as when a customer initiates new service or makes an inquiry regarding rates.


Various stakeholders within the Investigation have been, or plan to be, looking into designing a referral program proposal.  Consequently, the Commission recommends that EDCs incorporate a referral program within their default service plans.  Again, the Commission will not propose a specific format for referral programs within this Order.  Rather, the Commission recommends that EDCs use, as a starting point for prospective referral programs, the proposal being discussed by stakeholders in the Investigation.  As with the retail opt-in auction, doing so should provide transparency for each EDC’s default service plan. 
Time of Use Rates

A majority of stakeholders participating in the Investigation have expressed their interest to keep default service product offerings as simple as possible.  However, present law, specifically 66 Pa. C.S. § 2807(f)(5), clearly mandates that default service providers establish and provide time-of-use (TOU) rates to customers with smart meters.  This requirement has presented challenges for EDCs.  The recently suspended PPL Electric Utilities TOU rates, at Docket M-2011-2258733, provide tangible proof of these challenges.

In an effort to alleviate the challenges that EDCs have faced with offering TOU rates, the Commission recommends that EDCs contemplate contracting with a retail EGS to help satisfy this statutory requirement.  The concept of bidding the TOU rate offering to retail EGSs has been discussed among stakeholders in the Investigation, and the Commission believes it would be prudent to seriously consider fulfilling the TOU requirement by such an arrangement. 
Default Service Rate Adjustment Structure – Residential and Small Commercial

Presently, a majority of EDCs adjust residential and small commercial default service rates, including energy costs and reconciliations, on a quarterly basis.  This is consistent with 66 Pa.C.S. § 2807(e)(7)(the default service provider shall offer residential and small business customers a generation supply service rate that shall change no more frequently than on a quarterly basis).  However, the Commission is interested in weighing the benefits of semi-annual (i.e. six month) energy rate adjustments and/or six month reconciliation adjustments.  Accordingly, the Commission recommends that EDCs contemplate the incorporation of semi-annual default service rate adjustments within their next default service plans.  The Commission notes that it is amenable to waiving its Regulations specifying quarterly adjustments, at 52 Pa. Code §54.187(h)-(i), if an EDC provides sufficient reasoning for implementing a semi-annual adjustment. 

Hourly-Priced Default Service for Medium Commercial and Industrial Customers

Currently, a significant level of electric shopping occurs for medium sized commercial and industrial customers, generally those customers with demand greater than 100 kW.  This robust level of shopping by medium commercial and industrial customers may result in a higher risk premium being priced into default service, which would be passed onto small commercial and industrial customers.  The Commission believes it may be beneficial to expand hourly-priced default service to medium commercial and industrial customers.  Hourly-price default service is already offered to large commercial and industrial customers.  Expanding this service to medium commercial and industrial customers may help to mitigate any cross subsidies explained above and may facilitate more competitive offerings from EGSs by encouraging competitive market entry.  Consequently, the Commission recommends that EDCs contemplate expanding hourly-priced default service to the medium sized commercial and industrial class.  EDCs and other interested parties may propose the framework for medium commercial and industrial hourly-pricing based on EDC specific rate and/or procurement classes.
Future Issues Identified Within the Investigation


To the extent that such issues will not substantially affect wholesale bidders’ analyses of future default service plans, the Commission wishes to remind EDCs that any issues addressed and resolved in the Investigation may be recommended or directed for incorporation within pending or approved default service plans.  In general, and as stated in the beginning of this Order, the Commission does not want the filing of EDCs’ upcoming default service plans to inhibit in any way the ability of the stakeholders to recommend, and develop for implementation, changes in the competitive market that can help foster a more dynamic and robust retail electricity environment.
Conclusion

This matter is being issued as a Tentative Order to provide stakeholders and other interested parties with the opportunity to comment on these recommendations.  Comments to this Tentative Order shall be due within twenty days of the entry date.  Any commenters who provide recommendations that differ from the proposed recommendations set forth above should provide sufficient evidence or information to support their positions; 
THEREFORE,

IT IS ORDERED:  

1.  That these Recommended Directives on Upcoming Default Service Plans as set forth in this Tentative Order are issued for comment.

2.  That comments to this Tentative Order shall be filed within twenty (20) days of the entry date of this Order.  

3.  That an original and five (5) copies of comments shall be filed with the Commission’s Secretary at, Pennsylvania Public Utility Commission, P.O. Box 3265, Harrisburg, PA  17105-3265.  Comments may also be filed electronically through the Commission e-File System.  A copy of the comments shall be submitted to the Office of Competitive Market Oversight Retail Markets Investigation inbox at ra‑RMI@state.pa.us.  No reply comments will be permitted.
4.  That this Tentative Order shall be served on all Electric Distribution Companies, all licensed Electric Generation Suppliers, the Bureau of Investigation and Enforcement, the Office of Administrative Law Judge, the Office of Consumer Advocate, the Office of Small Business Advocate, the Energy Association of Pennsylvania, and all other parties who filed comments or testified in Phase I of the Retail Market Investigation.
5.  That a copy of this Tentative Order shall be posted on the Commission’s website at the Retail Markets Investigation web page: http://www.puc.state.pa.us/electric/Retail_Electricity_Market.aspx.
6.  That the contact persons for this matter are Matt Wurst, Bureau of Technical Utility Services, 717-787-5553, and Stephanie Wimer, Law Bureau, 717-772-8839.

7.  That a Final Order shall be issued subsequent to the receipt and evaluation of any comments filed in accordance with this Tentative Order.
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BY THE COMMISSION,









Rosemary Chiavetta








Secretary

(SEAL)

ORDER ADOPTED:  October 14, 2011
ORDER ENTERED:  October 14, 2011
� AARP, American Public Power Association, BlueStar Energy Services, Brighten Energy, Citizen Power, Citizens' Electric and Wellsboro Electric, City of Philadelphia, Community Legal Services of Philadelphia, Consolidated Edison Solutions, Constellation NewEnergy and Constellation Energy Commodities Group, Direct Energy Services, Dominion Retail, Duquesne Light, Energy Association of PA, Exelon, FirstEnergy Solutions, Future Times Energy Aggregation Group, Hess Corporation, IECPA and Other Industrial User Groups, Liberty Power, Met-Ed, Penelec, West Penn Power and Penn Power - the FirstEnergy Companies, Mid-Atlantic Renewable Energy Association, National Energy Marketers Association, NRG Energy, Office of Consumer Advocate, Office of Small Business Advocate, PA Coalition Against Domestic Violence, PA Energy Marketers Coalition, PA Utility Law Project, PennFuture, PPL Electric Utilities and PPL EnergyPlus, ResCom Energy, Retail Energy Supply Association, State Representative C. George, Stream Energy PA, Washington Gas Energy Services, and York Solid Waste & Refuse Authority.





� � HYPERLINK "http://www.puc.state.pa.us/electric/Retail_Electricity_Market.aspx" �http://www.puc.state.pa.us/electric/Retail_Electricity_Market.aspx�


� Section 2807 of the Public Utility Code does not define the duration of short term contracts.  66 Pa. C.S. 


§ 2807(e)(3.2)(ii).
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