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Before the Commission is a proposed end state of default electric service from the Pennsylvania Public Utility Commission’s (Commission) Office of Competitive Market Oversight (OCMO).  This proposed default service model was developed based on input from stakeholders participating in the Commission’s pending Investigation of Pennsylvania’s Retail Electricity Market (Investigation or RMI), at this docket.  Based upon the record developed during the RMI, the Commission believes the proposed default service model will improve competition in the current retail electric market.  
The topics addressed in this proposed end state of default service include the following: a definition of the default service provider (DSP); the applicability of these changes to EDCs; descriptions of the default service products to be offered to various retail electric rate classes; a timeline for the implementation of the new default service model; a discussion of applicable consumer protections; a discussion of the portability of customer assistance program (CAP) benefits for low-income customers; a plan for the implementation of supplier consolidated billing (SCB); a plan for the implementation of accelerated switching; a discussion of the provision of metering services; a discussion of the provision of Energy Efficiency and Conservation (EE&C) programs; a discussion of logistics for long-term contracts, including those for Alternative Energy Credits (AECs); a plan for the implementation of a statewide consumer education campaign; and, a discussion of regulatory costs and assessments.  With this Tentative Order, the Commission tentatively adopts OCMO’s proposed end state of default service and issues the plan for public comment. 
BACKGROUND AND HISTORY OF THE PROCEEDING

In its order entered April 29, 2011, the Commission initiated an investigation into Pennsylvania’s retail electricity market.  See Investigation of Pennsylvania’s Retail Electricity Market, Docket No. 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, electric distribution companies (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.  See Investigation of Pennsylvania’s Retail Electricity Market, No. 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 electricity market and default service model.  


OCMO held technical conferences on the following dates: August 10, 2011; August 31, 2011; September 14, 2011; September 21, 2011; September 28, 2011; October 6, 2011; October 27, 2011; November 8, 2011; November 17, 2011; December 2, 2011; January 5, 2012; February 1, 2012; March 15, 2012; and October 17, 2012.  Interested stakeholders participated in these conferences and provided OCMO with information relevant to the topics that were addressed on each date.


During the technical conferences, OCMO first initiated a discussion to identify intermediate steps that may be implemented to enhance the competitive market on a shorter-term basis.  These discussions led to the development and issuance of several orders pertaining to the following topics: upcoming default service plans and an intermediate work plan.

In order to ensure that the next round of default service plans did not hinder the ability of the Commission to implement changes addressed within the Investigation, on October 14, 2011, the Commission entered a Tentative Order that issued for public comment OCMO’s recommendations as to how EDCs should develop the format and structure of their upcoming default service plans.  See Investigation of Pennsylvania’s Retail Electricity Market: Recommended Directives on Upcoming Default Service Plans, Docket No. I-2011-2237952 (Order entered October 14, 2011) (October 14 Order).  The October 14 Order provided recommendations regarding the next default service plan time period, contract durations for upcoming default service purchases and a number of intermediate competitive enhancements that may be implemented during the next default service plan time period.  

Twenty-one parties filed comments
 to the October 14 Order.  After reviewing the comments, the Commission entered a Final Order, which adopted recommendations with respect to the next phase of EDC default service plans.  See Investigation of Pennsylvania’s Retail Electricity Market: Recommendations Regarding Upcoming Default Service Plans, Docket No. I-2011-2237952 (Order entered December 16, 2011) (December 16 Order).  

Intermediate issues were also discussed at the en banc hearing that the Commission held on November 10, 2011.  Representatives of EDCs, EGSs and consumer interests presented a discussion on the following topics: consumer education, accelerated switching timeframes, customer referral programs, retail opt-in auction programs and default service plans beyond May 2013.  Ten parties
 filed informal comments following the en banc hearing.

After considering the remarks at and comments following the November 10 en banc hearing, on December 16, 2011, the Commission entered a Tentative Order that issued for public comment the Intermediate Work Plan (IWP).  See Investigation of Pennsylvania’s Retail Electricity Market: Intermediate Work Plan, Docket No. I-2011-2237952 (Order entered December 16, 2011) (December 16 Order).  The tentative IWP identified issues, tasks and goals that may be resolved and implemented prior to the expiration of the EDCs’ next round of default service plans, in an effort to improve the retail electricity market.  The December 16 Order provided recommendations regarding consumer education, accelerated customer switching timeframes, customer referral programs, retail opt-in auction programs, placement of the default service Price to Compare (PTC) on customer bills and mechanisms for increased EDC and EGS coordination.  Two programs, the Retail Opt-in Auction and Standard Offer Customer Referral Programs, were specifically proposed for inclusion in the EDCs’ upcoming default service plans.  
Twenty-three parties filed comments
  and thirteen parties filed reply comments
 to the December 16 Order.  Following a careful consideration of the comments and reply comments that were filed, on March 2, 2012, the Commission entered a Final Order that adopted the IWP and directed that the proposals included therein be implemented prior to the expiration of the next round of the EDCs’ default service plans.  See Investigation of Pennsylvania’s Retail Electricity Market: Intermediate Work Plan, Docket No. I-2011-2237952 (Order entered March 2, 2012) (March 2 Order).  

Subsequent to addressing intermediate issues and the IWP, OCMO directed the Investigation towards a discussion of the end state of default electric service in Pennsylvania.  On March 21, 2012, the Commission held an en banc hearing where EDCs, EGSs and representatives of consumer interests shared their perspectives on three proposed end-state default service models, which OCMO developed and distributed prior to the en banc hearing.
  In each of the three models, EGSs served in the default service role with variations proposed for the default service product.  In Model A, default service would be provided on the basis of real-time/hourly PJM Interconnection, LLC. (PJM) locational marginal pricing (LMP) and an administrative adder.  Prices would change monthly (or more frequently) and not be reconciled.  In Model B, default service would be provided on the basis of prevailing market prices, as established through an index, auction or other acceptable method.  Prices would change quarterly or semi-annually and not be reconciled.  In Model C, default service would mirror the existing procurement framework.  Prices would change quarterly or semi-annually and be reconcilable on a twelve-month rolling basis. 


Also at the March 21 en banc hearing, various small and medium businesses presented their experiences with shopping for electricity.  In addition, the Commission heard from a panel of speakers who discussed the development of a comprehensive statewide consumer education program and ways to fund those consumer education efforts.  Twenty-one parties filed informal comments
 following the March 21 en banc hearing.
PROPOSED END STATE OF DEFAULT SERVICE
Below is a proposed end state of default electric service in Pennsylvania that OCMO developed after considering stakeholder feedback from the March 21 en banc hearing and technical conferences.  At the September 27, 2012 Public Meeting, the Commission released a Secretarial Letter, at this docket, setting forth this proposed end state.  A special technical conference was held on October 17, 2012, in which stakeholders discussed this proposed end state.  Through this Tentative Order, the Commission re-issues for public comment this proposed end state and requests written comments on the following topics: DSP; default service products; a timeline for implementing the new default service model; consumer protections; portability of CAP benefits; supplier consolidated billing; accelerated switching; metering services; EE&C programs; long-term contracts; a statewide consumer education campaign; and regulatory costs and assessments.  
A. Guiding Principles
Since 1996, with passage of the Electricity Generation Customer Choice and Competition Act, 66 Pa. C.S. §§ 2801, et seq. (Competition Act), the legislative policy in the Commonwealth has called for a competitive electric generation market to replace the regulated electric generation market.   In passing the Competition Act, the General Assembly declared as a matter of policy that “[c]ompetitive market forces are more effective than economic regulation in controlling the cost of generating electricity.”  66 Pa. C.S. § 2802(5).  The General Assembly further recognized that the “cost of electricity is an important factor in decisions made by businesses” when “locating, expanding and retaining facilities in the Commonwealth.”  66 Pa. C.S. § 2802(6).  Due to the importance of a competitive retail market in controlling electric prices, the General Assembly found that this “Commonwealth must begin the transition from regulation to greater competition in the electricity generation market to benefit all classes of customers and to protect this Commonwealth’s ability to compete in the national and international marketplace for industry and jobs.”  66 Pa. C.S. § 2802(7).

Following passage of the Competition Act, the Commission immediately embarked upon implementation, which entailed the issuance of interim guidelines, the promulgation of regulations and the review and approval of restructuring plans filed by the EDCs.  Throughout the implementation process, the Commission has remained committed to the successful development of the retail electric market in Pennsylvania, always vigilant of the need to balance regulatory requirements aimed at consumer protection against policies designed to facilitate entry and participation in the market by EGSs.     

In launching this Investigation in April 2011, the Commission recognized the need to assess the current status of the retail market and explore changes that may be needed to allow customers to more fully realize the benefits of competition.  Following a review of comments and testimony offered at the June 8, 2011 en banc hearing, the Commission reached the “inescapable conclusion 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 Competition Act.   July 28 Order, page 7.  
While shopping statistics alone are not indicative of the success of a competitive market, we note that, as of November 7, 2012, two-thirds of Pennsylvania’s electric customers still received electric generation supply from their DSPs.  Despite a large number of EGSs in the market, many offers are only slightly below each EDC’s PTC and few innovative product offerings have emerged to date that attract customers into the competitive retail market.   

As is discussed throughout this order, EGSs face any number of challenges to operate in the current competitive environment.  The primary price signal provided to consumers is the EDC’s PTC.  However, due to reconciliation and the mix of contracts that EDCs use to establish the PTC, EGSs must compete with a PTC that often is not correlated to wholesale energy markets and indeed may move in directions opposite that of wholesale energy markets trends.  Other issues, like the lack of an ability for EGSs to bill customers through S or the requirement that moving customers revert back to the DSP, may make the relationship between the EGS and the customer tenuous at best.  The result may be customer confusion and hesitancy amongst EGSs to invest more resources. 

By this Tentative Order, the Commission proposes fundamental long-term changes to the underlying default service structure.  While the Commission is confident that the various intermediate measures underway will improve the overall operation of the competitive market, we are convinced that development of the retail market will continue to lag behind our expectations until we effectively address the fact that the currently-structured default service product remains highly regulated and does not reflect current market conditions.  The proposed changes provide default supply prices that bear a closer resemblance to market conditions.  The changes also provide a regulatory framework that encourages further EGS investment in Pennsylvania’s retail electric market.  We believe this will move the Commonwealth towards a robust competitive market, where consumers enjoy a wide array of generation supply products and offerings from which to choose.

Act 129 of 2008, P.L. 1592, added extensive language to Section 2807 of the Code, 66 Pa. C.S. § 2807 to require the default service product to fulfill a variety of statutory requirements, moving away from a default service product that reflected “prevailing market prices.”  Specifically, Section 2807(e)(3.2) mandates that the electric power procured by the DSP include a prudent mix of spot market purchases, short-term contracts and long-term purchase contracts.  In addition, Section 2807(e)(3.6) requires the filing of competitive procurement plans by DSPs, on which hearings must be held as necessary and Commission Orders entered prior to commencement of the competitive procurement process.  To implement these mandates, the Commission has promulgated regulations setting forth the various requirements for these plans.  The initial plans were required to span two to three years, 52 Pa. Code § 54.185(d), and while the Commission has flexibility as to the time period they cover, any shorter period would likely result in too frequent litigation for the EDCs and intervening parties.  Necessarily, these plans rely on forecasting energy prices and, because they span two to three years, the resulting prices contain varying levels of risk premiums.  When the quarterly reconciliation process is layered over these realities, the result is that EGSs are competing with a regulated PTC that, at any given time, is not reflective of current market conditions.  


Two basic problems result from this structure.  First, during periods when market prices are lower than the EDC’s PTC, EGS offers are frequently driven by the PTC.  In those circumstances, the EGS offers often remain close to the above-market PTC and consumers do not fully realize the benefits of the lower market prices.  Under a model where the default service product more closely reflects market conditions, the market should be the primary factor driving EGS prices, which we believe is consistent with the purposes of the Competition Act.  

A second concern about the existing structure is that when market prices rise, EGSs find it difficult to compete with a PTC that was developed over a longer period by an EDC who receives guaranteed cost recovery.  A continuation of this structure exposes the Commonwealth to the risk that, when market prices increase, EGSs will exit the market.  While consumers may not initially be harmed because they will have access to the EDCs’ PTCs for the remainder of the term, that exit would likely signal the end of the retail electricity market in Pennsylvania.  That is what occurred in 2001, and the Commission is not confident that a second restart of the market would be possible.  
The expiration of generation rate caps in 2009 and 2010 has been a major factor breathing new life into the retail competitive market and, since that was a one-time event, it will be difficult to once again attract EGSs to Pennsylvania.  Absent a robust competitive market for electricity, consumers’ only option would be the EDC.   Pennsylvania would not have the current situation of many active EGSs and competitive offers or realize the potential of a variety of innovative product offerings that would be available to consumers in a properly-functioning market.  Without the changes proposed herein, this Commission has legitimate and substantial concerns that the current retail electricity market construct will not be viewed as sustainable by EGSs.  By ensuring a robust competitive electricity market, the Commission believes long-term energy costs will be reduced and EGSs will better be able to price their offerings, leading to less customer confusion, lower prices and a broader array of products available to all Pennsylvanians.

So, while the stated intention of the Act 129 statutory requirements added in 2008 was to ensure adequate and reliable service at the “least cost to consumers over time,” 66 Pa. C.S. § 2807(e)(3.4), these mandates have had the unintended effect of creating a highly regulated default service product that bears little or no resemblance to market conditions.  They have also unnecessarily hampered the Commission’s ability to develop a regulatory framework that encourages investment by EGSs and a robust competitive market.  Further, it is not clear that the requirements have produced the “least cost to consumers over time” during the past few years.  Generally speaking, data shows that spot market prices tend to produce the “least cost to consumers over time.”   This may be the case because lower risk premiums are included in spot market priced contracts due to the reduced uncertainty of recovery for wholesalers of costs related to generation and transmission services.

Therefore, in addition to a series of other proposals, the Commission proposes to fundamentally alter the default service product so that it more closely resembles market conditions.  Through this proposal, the Commission hopes to create a structure where the market drives prices charged by EGSs, where EGSs invest in Pennsylvania due to certainty and a level playing field, and where consumers enjoy competitive prices and a wide variety of innovative product offerings.  In this manner, the Commission expects Pennsylvania to achieve and sustain the robust competitive market that was envisioned in 1996 by the General Assembly.


The Commission recognizes that many of the proposals below require changes to the existing legislation and Commission regulations.  We are prepared to devote the resources needed to effectuate these changes so that our proposals for the default service product can go into effect on June 1, 2015.  Since we believe it is critical to move forward quickly while we have many EGSs actively participating in the market, we are proposing this effective date to correspond with the termination of the EDCs’ default service plans that go into effect on June 1, 2013.  

B. Provision of Default Service
The first question the Commission must address involves which entity or entities should serve as the DSP.  Throughout the RMI process, it became clear to the Commission that stakeholders differed greatly in their opinions concerning the entity or entities that should provide default service.  Generally speaking, these differing opinions can be grouped into two positions: those that believe the EDCs should remain in the DSP role and those that believe an EGS or EGSs should be placed into the DSP role.

Convincing platforms and concepts support both opinions.  It can be argued that there is less doubt of an EDC’s ability to continue business as a going concern when compared to an EGS, given that the EDC is economically regulated by the Commission.  Conversely, it can be argued that EGSs retain more expertise in the arena of retail electric sales and therefore can offer customers a better value proposition.
The Commission proposes that EDCs maintain their present status as the DSP and retain the right to full cost recovery of costs associated with the provision of default service through the use of a reconciliation mechanism.
  The EDC will remain in the DSP role unless the Commission approves an alternate DSP entity pursuant to Section 2803 of the Code, 66 Pa. C.S. § 2803, and the Commission’s regulations on default service at 52 Pa. Code § 54.183.  Alternate DSPs may be selected in one of the following ways: (1) an EDC may petition to be relieved of its default service obligation; (2) an EGS may petition to be assigned the default service role in a particular EDC service territory; or (3) the Commission, upon its own motion, may propose that an EDC be relieved of its default service obligation.  52 Pa. Code § 54.183(b)(1)-(3).
The Commission believes that a recommendation for EDCs to continue to provide default service strikes an appropriate balance that allows the retail electric market to continue its fairly steady process of organic growth through education and customer migration while availing the Commission the option to take further action in the future in order to foster an even more dynamic competitive market landscape.  In addition, the Commission believes that with further refinements, which will be recommended and detailed throughout this Tentative Order, the retail landscape can be structured in a way that will instill continued growth.  Such a market, we believe, should offer a sustainable environment for the operations and investments of EGSs.  As time progresses, the Commission retains the authority to revisit the concept of placing an EGS or EGSs into the DSP role.     

C. Applicability of Proposed End State

The Commission believes the changes proposed in this Tentative Order will help Pennsylvania achieve and sustain the robust competitive market that was envisioned with the passage of the Competition Act.  This includes competitive, market-driven prices charged by EGSs; substantial, sustained EGS investment across the Commonwealth; and a diverse array of innovative product offerings for electricity customers.  We believe this type of market should be available to electric customers statewide, and not simply to those customers in the service territories of the larger EDCs.  As such, we propose that the changes set forth in this Tentative Order be applicable to all jurisdictional EDCs in Pennsylvania.  The Commission seeks comments regarding the feasibility, including any potential problems and proposed solutions, of implementing the proposed end state in smaller jurisdictional EDC service territories. 
D. Default Service Product

Given our recommendation to keep the EDC in the DSP role, it becomes paramount that the products offered by the EDC in the DSP role not inhibit the ability of EGSs to compete on a level playing field.  Since the EDCs will maintain the right to full cost-recovery for its provision of default service, the EDC has an entirely different exposure to risk than an EGS.  Under the current construct, the EDC purchases large portions of load months, and even years, in advance of delivery.  This, in turn, creates the potential for a situation in which the PTC is based more on historical market conditions than that of the present.  Further exacerbating this issue are the instances when the EDC’s PTC fails to reflect the actual cost of service due to inaccurate customer migration projections, certain accounting practices or inaccurate spot market price projections.  These inaccuracies can lead to the inclusion of significant reconciliation costs within the PTC that have little or no bearing on the present market for energy and, therefore, can potentially further move the PTC (either positive or negative) away from current market conditions.  


EGSs primarily operate in current market conditions.  EGSs do not have any right to cost-recovery and, as such, pricing corrections, as implemented through EDC reconciliation processes, do not play any role in their price offers to customers.

Consequently, the Commission’s main goal behind its proposed default service products is to create a more market-based PTC.  This type of product will mitigate the potential for “boom/bust” scenarios to occur.  “Boom” scenarios are those in which the EDC’s PTC is inflated when compared to market price indicators at the time.  In this situation, the PTC acts as an artificial price ceiling directly under which EGSs set prices to attract waves of customers.  As explained earlier, this boom scenario will enable EGSs to beat the EDC’s PTC, but will not provide shopping customers with prices pegged to lower market price indicators.  

“Bust” situations are those in which the EDC’s PTC is substantially lower than market priced indicators.  In this situation, customers will, in many cases, revert back to default service because EGSs cannot beat the PTC that the EDCs formulated with their no-risk procurement portfolio.  As explained in the beginning of this Tentative Order, such a scenario may benefit customers in the short term, but in the long term, such a scenario is likely to drive EGSs out of the market, as occurred in 2001.  Therefore, the elimination of potential “boom/bust” cycles should create a more sustainable retail market, which, in turn, should lead to long-term investments within Pennsylvania.  With this rationale, the Commission proposes the following default service products and procurement structure:
1.
Medium and Large Commercial and Industrial Rate Classes


The Commission proposes that EDCs offer hourly LMP for medium and large commercial and industrial (C&I) accounts.  We further propose that those accounts that fall into this group and do not have interval meters be charged hourly LMP by using customer load profiles.  As the smart meter infrastructure is implemented, the necessity for load-profile-based billing will be eliminated.  



The Commission is aware that there is currently no uniform delineating point across the EDCs that separates these accounts from small C&I accounts.  However, as general guidance, for purposes of the default service product, we envision that those accounts with demand of 100 kW or greater should be considered medium and large C&I, and therefore offered hourly LMP either based on interval meter reads or based on load profiling.  With that understating, the Commission will permit EDCs to designate a delineating point between small C&I and medium and large C&I customers based on the EDCs’ existing rate schedules, where it is impractical to create default service subclasses.


This LMP product would be offered on a quarterly basis.  An auction would be held one to two months prior to the beginning of delivery for each quarter.  These quarterly auctions would solicit the entire load for each upcoming quarter.  As with current default service plans for large C&I accounts, wholesale energy suppliers who participate in auctions would bid on an administrative adder.  The generation component of the product would be established by the hourly LMP.  Lastly, we note that the quarters should synchronize with the PJM energy year, which starts on June 1 of each calendar year and ends May 31 of the following calendar year.

LMP pricing is already offered to large C&I customers.  Based upon our experience over the past several years, as well as comments presented in this proceeding, it appears that medium C&I customers are equally well-equipped and educated, at this time, to manage their commodity costs in an hourly LMP default service environment.  It is also apparent that having EDCs offer hourly LMP default service to these accounts will give EGSs the most level playing field for competing not only with the PTC but with each other.  Therefore, expanding this default service pricing to medium C&I customers is a natural progression for the retail market place.  

2. 
Residential and Small Commercial and Industrial Rate Classes


The Commission proposes to have EDCs continue to offer fixed, quarterly PTCs for residential and small C&I customers.  However, the Commission proposes to have the quarterly PTC established by a simple and revised procurement strategy.  Quarterly auctions will procure all default service load via tranches of full requirements, load-following contracts for the upcoming quarter.  These auctions will be held one to two months in advance of the beginning delivery date for the upcoming quarter.  Consistent with current procedures, EDCs will continue to provide estimates of the next quarterly PTC until the EDC has determined the tariffed PTC charge.  The quarters should synchronize with the PJM energy year.


Presently, these customer classes are largely served by full requirements, load-following contracts.  However, the present contracts have delivery periods that generally range from one to two years, with a limited portion of contracts that extend past two years.  There may also be a mix of spot market products and block energy products that serve these customers.   Using only full requirements, load-following contracts as proposed herein will benefit the marketplace by decreasing the potential for large over- and under-collections.  And lastly, as explained above, moving to more short term products will help to create a PTC that more truly reflects current market conditions. 
E. Transition Timeline

The Commission proposes June 1, 2015, as the effective date for changes to the default service product offered by the EDCs.  Existing and pending default service plans are scheduled to terminate on May 31, 2015, with the next phase of plans going into effect on June 1, 2015.  With this date in mind, the Commission will encourage the passage of any necessary legislative changes in 2013.  Since the Commission expects the next phase of default service plans to be significantly more streamlined than has been the case under Section 2807(e)(3.6), 66 Pa. C.S. § 2807(e)(3.6), the Commission proposes to issue guidelines as soon as practicable, setting forth the components that should be included in the default service plans and addressing any other implementation issues arising from statutory changes and the Final Order in this proceeding.  Finally, the Commission proposes to require the filing of default service plans by July 1, 2014, which would be approved within six months.  
F. Consumer Protections


The Competition Act requires that EDCs maintain, at a minimum, the levels of customer service and protections that were in existence prior to the effective date of the Act.  66 Pa. C.S. § 2807.  The Commission was charged with imposing requirements necessary to ensure that the quality of service provided by EDCs does not deteriorate.  This includes assuring that the Commission’s regulations governing Standards and Billing Practices for Residential Utility Service found at 52 Pa. Code Chapter 56 are maintained.  66 Pa. C.S. § 2807(g) and 66 Pa. C.S. § 2809(e).  In response to these legislative directives, the Commission promulgated regulations to ensure the continued provision of high-quality customer service:

· Customer Information (52 Pa. Code §§ 54.1 – 9).  Ensures that customers have the information they need to make informed decisions while participating in the competitive market.  This includes rules governing pricing, billing format, supplier disclosure (contracts) and marketing activities.  

· Reporting Requirements for Quality of Service Benchmarks and Standards (52 Pa. Code §§ 54.151-156).  Monitoring various customer service metrics to help ensure that distribution utilities continue to maintain quality service to customers.  This includes call center performance, dispute handling and customer satisfaction surveys.   

· Universal Service and Energy Conservation Reporting Requirements.  (52 Pa. Code §§ 54.71 – 78).  Monitoring utility collection’s performance and helping to ensure that universal service and customer assistance needs are being addressed.  This includes information on the number of customers participating in universal service programs and the costs of the programs.  

· Standards for Changing a Customer’s Electricity Generation Supplier.  (52 Pa. Code §§ 57.171 – 179).  Ensuring that a customer’s generation supply is not switched without their authorization.  This includes procedures suppliers and utilities are to follow to change a customer’s supplier of choice. The Commission has directed staff to initiate a rulemaking to revise these regulations, with the intent of accelerating the switching process.  This review will include the possibility of revising the regulations in recognition of new capabilities resulting from the implementation of advanced metering technologies.  This initiative is discussed in more detail later in this Tentative Order.      
· Marketing and Sales Practices for the Retail Residential Energy Market.  (52 Pa. Code §§ 111.1 – 14).  These pending regulations are intended to ensure that consumers receive the information they need from sales agents to make informed decisions about their energy choices.  They are also intended to help protect public safety as it relates to door-to-door sales and marketing activities.  
· Standards and Billing Practices for Residential Utility Service. (52 Pa. Code §§ 56.1 – 231).  Going back to the Customer Services Order of 1997
 the Commission has required compliance with Chapter 56.  Section (I)(A) of these Guidelines require that “Electric Distribution Companies (EDC), Generation Suppliers, Brokers, Marketers and Aggregators must abide by the Standards and Billing Practices for Residential Utility Service at 52 Pa. Code, Chapter 56” and Section (L)(2) of the Guidelines states that a supplier of last resort “must continue to apply the Chapter 56 termination provisions for nonpayment, including negotiation of payment agreements based on a consideration of certain factors such as the ability of the ratepayer to pay.”  

The default service model being proposed in this Tentative Order requires no revisions to any of the consumer protections noted above.  The protections that electric consumers have come to expect will remain intact and fully in effect.  Our proposed model keeps default service the responsibility of the EDC – the same entity that has traditionally been charged with complying with most of these regulations.
  


That being said, we do want to note that this does not preclude the Commission from considering or revising any of the above-noted regulations.  However, any revision of these regulations will always be in the context of our statutory charge found in Section 2807 of the Competition Act – that the quality of the service provided does not deteriorate.  Any such revision will result, at a minimum, in the maintenance of the current level of service or serve to enhance it.  For example, the Commission plans to look at the supplier switching regulations with the intent of accelerating the switching process.  Our review of the switching regulations is intended to enhance the process – making it faster – producing timelier and greater savings for the customer.  
G. Portability of Benefits for Low-Income Customers

In opening up the retail electric generation market to competition, the General Assembly was concerned about ensuring that electric service remains universally available to all customers in the Commonwealth.  Therefore, the Competition Act contains provisions relating to universal electric service.  Specifically, the Competition Act requires the Commission to maintain, at a minimum, the protections, policies and services that assist customers who are low income to afford electric service.   66 Pa. C.S. § 2802(10).  The Act also requires the Commission to ensure that universal service and energy conservation policies are appropriately funded and available in each electric distribution territory.   66 Pa. C.S. § 2804(9).  “Universal service” is generally defined as policies, protections and services that help low-income customers maintain electric service.  66 Pa. C.S. § 2803.
To meet the requirement imposed by the Competition Act, the Commission established Universal Service and Energy Conservation Reporting Requirements.  52 Pa. Code §§ 54.71-54.78 (Reporting Requirements).  These Reporting Requirements direct each EDC serving more than 60,000 residential accounts to submit a universal service and energy conservation plan every three years to the Commission for approval.  The plans address CAP, the Low Income Usage Reduction Program (LIURP), Customer Assistance and Referral and Evaluation Programs (CARES) and various utility hardship funds.  

CAP is a generic term used to describe utility payment assistance and debt-forgiveness programs for payment-troubled households.
  CAP’s payment assistance feature is intended to provide affordable monthly bills based on a set energy cost standard.  These lower rates are applied to ongoing usage as long as the household remains current and timely in paying its monthly customer assistance payments.  CAP rates may take the form of a discounted price on actual usage, on either all or a portion of the usage, or a monthly amount that is calculated upon a percentage of the household income.  Percentage-of-income plans are correlated directly to the household’s income and the Commission-determined allowable energy burden percentage.  CAP’s debt-forgiveness feature freezes a household’s unpaid past debt upon entry into the program.  As long as the household remains current and timely on its future payments, the past debt is not collected and is eventually forgiven in incremental amounts over time.  CAP programs are currently guided by the “Policy Statement on Customer Assistance Programs,” 52 Pa Code §§ 69.261-69.267.  In evaluating utility CAP costs for ratemaking purposes, the Commission considers both revenue and expense impacts.  52 Pa. Code § 69.266.  

Currently, the ability of a CAP customer to participate in the competitive market varies by EDC.  Some EDCs allow shopping without restriction while other EDCs may have rules restricting or even prohibiting a CAP customer from shopping.  For example, PECO currently prohibits the approximately 140,000 electric customers that participate in its CAP from shopping.  The Commission has already directed PECO to develop a plan that allows its CAP customers, by January 1, 2014, to purchase their generation supply service from competitive suppliers.   Petition of PECO Energy Company for Approval of its Default Service Program II, P-2012-2283641, Order entered October 12, 2012, at 131-132.  We propose that all other EDCs, if they have not done so already, develop plans that allow their CAP customers, on or before January 1, 2015, to shop in the competitive market without restriction.  In addition, OCMO will work with those remaining EDCs to ensure that CAP customers throughout the Commonwealth are able to purchase supply from an EGS no later than January 1, 2015 


We are cognizant of the concerns expressed by some of the parties in PECO’s default service proceeding about CAP customers participating in the competitive market.  We propose that, when developing these plans, EDCs consult with consumer and community groups in their service territory.  At this time, our proposal does not include a discussion of the mechanics of how CAP programs should be structured to allow their customers to shop but, instead, we propose to let each EDC develop a plan suitable for its service territory.  We recognize that there may be several different possibilities and models from which to choose.  However, we believe the plans would all address certain commonalities.  This includes how the plan will preserve the legislative mandate mentioned above that universal service programs are available and funded, 66 Pa. C.S. § 2804(9), and how the plan ensures that the protections, policies and services that assist low-income customers to afford electric service are maintained.   66 Pa. C.S. § 2802(10).  The plan should also address the impact, if any, of the cost-effectiveness of the utility’s CAP program.   66 Pa. C.S. § 2804(9).  We also propose that the plans specifically address consumer education efforts aimed at these customers – especially important in those markets where these customers have been unable to shop.    
    

At this time, we do not propose any changes to LIURP.  LIURP is a statewide, utility-sponsored, residential usage reduction program mandated by Commission regulations.  See, 52 Pa. Code §§ 58.1-58.18.  The primary goal of LIURP is to assist low-income residential customers to conserve energy and, as a result, reduce energy bills.  Qualifying households receive three services: (1) the household receives an energy audit to assess household condition and energy usage; (2) where the audit deems it cost-effective, the household receives free installation of energy conservation and energy efficiency measures such as insulation, air sealing, and appliance installation; and (3) the household receives free education on energy conservation and usage reduction.  LIURP costs are funded in utility rates as part of the distribution charges.  Shopping and receiving service from an EGS does not impact a customer’s eligibility for this program.  As such, we see no need to make any changes to LIURP, and we propose this program to remain a function of the utility for the foreseeable future. 

Hardship funds are programs that provide cash grants to qualifying households to assist in the payment of utility bills. They are funded through contributions made by the public and utility shareholders and employees.  We are not aware of any restriction that limits a shopping customer from receiving hardship fund benefits.  As such, we propose no changes that impact any utility hardship fund, and note that there is nothing to prevent a supplier from starting its own hardship fund and/or participating in an already-established fund.  
CARES is a social service and referral program for households encountering some form of extenuating circumstances or emergency that result in the household’s inability to pay for utility service.  Qualifying households may receive counseling and/or direct referrals to community resources that can aid the family in resolving the emergency.  Receiving generation service from a supplier does not impact eligibility for this program.  Accordingly, we see no reason to propose any changes to the CARES programs.


The Low Income Heating Energy Assistance Program (LIHEAP) is often discussed in the context of universal service, but, in fact, is not a utility-funded or administered program.  LIHEAP is funded by the federal government and is administered by the Pennsylvania Department of Public Welfare (DPW).  DPW is the agency responsible for promulgating and enforcing the regulations governing LIHEAP.  LIHEAP provides both cash and crisis benefits to low-income households.  Cash benefits help low-income customers pay for their home energy needs while crisis payments help meet emergency home energy situations.  Only energy providers who are approved and certified as a “vendor” by DPW may receive LIHEAP payments directly from DPW.  Currently, there are no EGSs certified by DPW as a vendor.  The Commission is committed to working with DPW to explore what can be done to make suppliers eligible for LIHEAP payments, making these benefits more portable.  
H. Supplier Consolidated Billing

Supplier Consolidated Billing (SCB) is a billing option where the EGS bills the customer for both its EGS generation charges and the EDC’s distribution charges.  Under SCB, the customer receives only one bill, from the EGS, and no longer receives a bill from the EDC.  SCB was a billing option established by some of the EDC restructuring settlements in the 1990s, but was never utilized.  However, some EGSs have expressed interest in resurrecting SCB, believing that it helps them establish a stronger EGS-customer relationship.  SCB presents several technical and legal questions.  


In April 2010, the Electronic Data Exchange Working Group (EDEWG) convened a working group to discuss SCB in the context of Electronic Data Interchange (EDI) requirements.  This EDEWG-SCB working group concluded in August 2010 by issuing a report that announced a consensus was reached on some issues, but that many issues remained unresolved and would have to be referred to OCMO and the Committee Handling Activities for Retail Growth in Electricity (CHARGE).  The EDEWG-SCB report was then discussed on the September 30, 2010 CHARGE conference call.  



The issues identified during informal discussions by the above-mentioned groups include the following:


· What is the payment obligation of the EDC and EGS to each other?  Does the billing party have to make the other party “whole,” regardless of customer payment/nonpayment?  How do Purchase of Receivables (POR) programs interact with SCB?    

· Which entity is responsible for providing regulatory inserts, or bill stuffers, concerning proposed rate increases, consumer education, conservation, etc.?
· Which entity addresses consumer billing disputes, including informal and formal complaints filed at the Commission?

· Which entity is obligated to negotiate and track payment agreements that may be required by regulation, such as amortizations of a make-up bill due to a previous billing error?  See 52 Pa. Code § 56.14 (relating to previously unbilled utility service).

· What are the eligibility standards for customers to participate in SCB?  If customers owe past-due arrears to the utility, what happens to these arrears and who bills for them going forward?  

· What occurs if an SCB customer fails to pay in full?  Suppliers cannot physically terminate service, and an EDC that is being made whole has no motive or grounds to terminate service.  Does the customer’s supply contract end and the customer reverts to EDC billing?  If so, what kind of notice to the EDC and the customer is needed?

· What occurs if the EDC fails to submit billing information (such as the meter read) to the EGS in time for the bill?  Can the EGS estimate usage?  

· What is the obligation of the EGS to handle hardship fund donations for those utilities that bill for the donation?  

· Can utilities that provide and bill for both electric and gas segregate electric from gas charges if only the electric charges are SCB?

In the course of the 2010 discussions, the EDCs pointed out that they are continually refining their customer information and billing systems to accommodate various competitive market demands, and SCB would be a significant new demand.  Costs would also be incurred to make SCB available, and payment of these costs has been one of the more controversial issues.  There did not appear to be agreement within the EGS community regarding SCB.  EGSs that do not use SCB and claimed to have no interest in using it may object to the idea that the cost should be shouldered by all EGSs.  Meanwhile, other EGSs suggested that providing SCB is an integral component of a robust, evolving competitive market, and that the cost of making this billing option available should be treated no differently than the costs of any other billing option.  Consumer representatives have voiced concern that these costs should not be borne by residential consumers, many of whom may never utilize it.           


Given the complexities and controversies discussed above, OCMO, after consulting with the Commission, decided that that SCB could not be effectively addressed using an informal process such as CHARGE.  It was decided, instead, to refer SCB to the Investigation.  


It is apparent that the issues remain numerous and complex.  However, none of these concerns present an insurmountable obstacle to making SCB available.  As noted above, SCB has been available in the past, and at least one EDC reported to OCMO that they have SCB currently available, albeit on a very limited basis. 


The Commission believes that SCB should be made available as a billing option as part of a vibrant, competitive market.  We agree that SCB can help EGSs establish a more robust, familiar relationship with a customer.  Removing the utility from the billing function and presenting the customer with a single bill from the supplier will help establish the supplier’s identity with the customer.  This will assist with removing the “link” between utility and customer that some parties have identified as a barrier to developing a fully competitive market.  We propose that, by July 1, 2013, OCMO will provide a recommendation to the Commission as to how to proceed with making SCB available as a billing option for EGSs and third parties.
We emphasize that we are proposing SCB as a billing option only – joining, not replacing, the other billing options that are currently available (utility consolidated billing and dual billing).  We envision no customer being required to use SCB.  If a customer wants SCB, they will be free to shop for a supplier that offers it.  Conversely, if they do not want SCB, they will be free to shop for a supplier that offers the traditional billing options.  We believe a competitive market with this choice of billing options fully complies with the Competition Act’s requirement that customers have the right to choose their billing option.   66 Pa. C.S. § 2807(c) (relating to customer billing).       
I. Accelerated Switching


Presently, a change in supplier can take from 16 to 45 days. This timeframe is a result of a variety of Commission regulations, and EGS and EDC procedures that were established, in large part, to guard against “slamming” - the unauthorized change of a supplier.  The Commission’s statutory authority for the supplier switching regulations is found in Section 2807(d)(1) of the Code, 66 Pa. C.S. § 2807(d)(1),  which requires the Commission to “establish regulations to ensure that an electric distribution company does not change a customer’s electricity supplier without direct oral confirmation from the customer of record or written evidence of the customer’s consent to a change of supplier.”   


Based on this statutory directive, in 1998, the Commission promulgated regulations to address the supplier switching process and to guard against slamming.  These regulations are found at 52 Pa. Code § 57.171 – § 57.179 (relating to standards for changing a customer’s electricity generation supplier).  Included in these regulations is a ten-day waiting period,  52 Pa Code §§ 173- 174, which provides the customer time for contacting the utility to cancel the switch in cases where the customer did not authorize the switch of supplier.  This ten-day waiting period is a significant part of the 16- to 45-day switching timeframe mentioned above.  


As the market has evolved since 1998, the delay in transferring a customer’s account has been noted by some consumers as a lost savings opportunity that, in turn, results in customer frustration and disappointment and a less-than-favorable opinion of the competitive retail market.  Because of these concerns, OCMO explored options to shorten the timeframe for switching to an EGS.


In exploring this issue, OCMO consulted with regulators from Texas and Maryland to learn about their enrollment timeframes and any steps they have taken to accelerate the switching process.  This topic was also presented to the CHARGE working group on March 24, 2011, in order to obtain the perspectives of the EGSs, OCA, and any other interested parties. CHARGE discussed this topic further on April 21, May 12, June 23 and July 21, 2011. With the initiation of the RMI, it was decided that this issue would be discussed in this forum, as well, in order for RMI participants to present their perspectives and concerns. Consequently, issues relating to switching procedures were discussed during RMI Technical Conferences on August 10, August 31 and September 14, 2011. Finally, this topic was discussed at the November 10, 2011 en banc hearing where parties had the opportunity to present their perspectives directly to the Commission. Subsequently, a few parties filed informal comments responding to en banc testimony.


On November 14, 2011, the Commission issued for comment proposed Interim

Guidelines intended to accelerate the switching process. See, Interim Guidelines

Regarding Standards for Changing a Customer’s Electricity Generation Supplier, Docket No. M-2011-2270442, Order entered November 14, 2011.  The proposed Interim Guidelines were intended to streamline the switching process while providing necessary customer protections. The primary change that was proposed was the elimination of the ten-day waiting period that is currently initiated when the EDC sends a letter to a customer to confirm a change in that customer’s supplier.  Parties were specifically invited to provide data about the costs and the savings, if any, that could result from implementing the proposals.  Additionally, parties were invited to comment on other possible mechanisms that may accelerate the switching process, such as modifying EDC and/or EGS practices, including the use of off-cycle meter readings to initiate supplier service.  In the longer-term, the use of advanced metering to facilitate near-instantaneous switching was proposed.  Parties were also asked to comment on the role of consumer education in the switching process and what more can be done to manage customer expectations.  


Seventeen parties filed comments in the proceeding.  After a careful review of the comments submitted, the Commission adopted final interim guidelines that put in place temporary waivers of 52 Pa. Code §§ 57.173 – 174 to the extent necessary to shorten the current 10-day confirmation period to 5 days.  See, Final Order, Interim Guidelines Regarding Standards for Changing a Customer’s Electricity Generation Supplier, Docket No. M-2011-2270442, Order entered October 24, 2012.  This Final Order also directed Commission Staff to initiate a rulemaking to review and revise the switching regulations at 52 Pa. Code §§ 57.171 – 179.  The rulemaking will explore methods to accelerate the switching timeframes beyond simply shortening the confirmation period.  This could include off-cycle switching and other processes made possible with the deployment of advanced metering.  Possible interim switching procedures, to be utilized until the full deployment of advanced metering, may also be considered.

In addition to the above matters involving the acceleration of the switching process, we invite comments on other closely-related issues that involve the switching process.  Suppliers and consumers have expressed frustration at the current lack of what is commonly called a “seamless move.”  When a supplier’s customer moves to a new address, even within the same utility territory, their supply service does not currently “port,” or “move,” with them.  In effect, their current supply contract ends, and the customer automatically returns to default service at the new address.  If the supplier and customer desire to continue their relationship at the new address, they must initiate new supply service at the new address.  In informal discussions in the CHARGE working group, EGSs have identified this as a problem that hinders the sustainability of the competitive market.  However, the EDCs usually claim that current customer information systems are not designed to accommodate the “seamless move” or “transfer” of customers, and adding this capability to their systems is a significant change.  

Related to this is another issue, sometimes referred to as “day one switching” or “instant connect.”  This is the ability of supply service to start on “day one” of new utility service – without the customer first having to go on default service.  Usually, this is not available, with the EDCs pointing out that this kind of capability is not easy to implement.  We invite parties to comment on these or any other issues related to the switching of supply service.           
J. Provision of Metering Services

In the current electric default service construct, the EDC provides all metering services to retail electric customers.  This includes the provision of meters, activities associated with the reading of meter data, associating that meter data with the appropriate billing data and performing all relevant PJM settlement tasks.  While the Commission is a proponent of allowing EGSs to perform billing duties, the Commission does not believe it is necessary to also have the EGSs performing metering duties.  We believe it appropriate to retain such functions with the EDCs.  This allows for the continued settlement and data activities as noted above, as well as maintains the use of current invested infrastructure.  Additionally, we believe a distribution company is a more logical provider of such services as they have direct contact with every retail electric customer in their service territories.  The EDCs have experience in providing such services and would be the obvious entity to continue such activities.  Through the course of the Investigation, no party has proposed the use of an entity other than the EDC to provide metering services.  As such, the Commission proposes that all metering services be retained with the EDC.

K. Provision of Energy Efficiency and Conservation Programs

Act 129 created an EE&C Program, codified in the  Code at Sections 2806.1 and 2806.2, 66 Pa. C.S. §§ 2806.1 and 2806.2.  This initial program required an EDC with at least 100,000 customers to adopt an energy efficiency and conservation plan (EE&C plan), approved by the Commission, to reduce electric consumption by at least one percent (1%) of its expected consumption for June 1, 2009 through May 31, 2010, adjusted for weather and extraordinary loads.  This one percent (1%) reduction was to be accomplished by May 31, 2011.  By May 31, 2013, the total annual weather‑normalized consumption is to be reduced by a minimum of three percent (3%).  Also, by May 31, 2013, peak demand is to be reduced by a minimum of four‑and‑a‑half percent (4.5%) of the EDC’s annual system peak demand in the 100 hours of highest demand, measured against the EDC’s peak demand during the period of June 1, 2007 through May 31, 2008.  By November 30, 2013, the Commission is to assess the cost-effectiveness of the EE&C Program and set additional incremental reductions in electric consumption if the EE&C Program’s benefits exceed its costs.


On August 2, 2012, the Commission tentatively adopted an EE&C Program for the period beginning June 1, 2013, and ending May 31, 2016.
  This EE&C Program again applies to those EDCs with 100,000 customers or more, with specific energy consumption reduction targets for each of those utilities.


The Commission believes the provision of energy efficiency programs to Pennsylvania’s electric ratepayers is sound public policy.  Because the EDCs with Act 129 EE&C obligations provide distribution services to a large majority of the retail electric customers within the state, we believe they are the best entity to provide such energy efficiency programs.  This allows for widespread distribution of measures to retail customers, encouraging a reduction in electric consumption.  Additionally, it provides for a more uniform distribution of programs, allowing customers to benefit from the same, or similar, rebates and incentives.  The Commission believes that removing this obligation from the large EDCs and encouraging EGSs, instead, to provide energy efficiency services would result in a widespread loss of rebates and incentives to customers.  We would like to clarify that we do not believe EGSs would be unable to offer such programs.  However, because business models vary widely across the EGSs, it is possible that many EGSs would not be offering such services.  This provides for a loss of EE&C programs to those customers who do not choose an EGS providing EE&C rebates and incentives.  

The Commission does not believe that the retention of EE&C obligations with large EDCs will hinder retail electric competition.  The EDCs provide these services to all distribution customers.  As such, a customer receiving an EE&C rebate or incentive could be a customer on default service or a customer who has chosen to receive his or her supply from an EGS.  Whether a customer chooses to shop for electricity has no bearing on their ability to participate in an EDC’s EE&C program.  However, we do strongly encourage EGSs to provide energy efficiency programs to their customers, as we believe it beneficial to (1) have an array of products and offerings available to retail electric customers, and (2) reduce energy consumption across the state.


As such, the Commission is proposing that the EDCs continue to provide EE&C services to retail electric customers as defined within Act 129 and the Commission’s August 2, 2012 Implementation Order.  We also encourage EGSs to provide energy efficiency services to customers in order to reduce consumption and allow for a diverse array of products and offerings in Pennsylvania’s retail electric market.
L. Existing Long-Term Contracts

1.
Long-Term Alternative Energy Credits Contracts

The Alternative Energy Portfolio Standards Act of 2004, P.L. 1672, No. 213, (AEPS Act) into law on November 30, 2004.  The AEPS Act, which took effect on February 28, 2005, established an alternative energy portfolio standard for Pennsylvania.  The AEPS Act requires that an annually increasing percentage of electricity sold to retail electric customers by EDCs and EGSs be derived from alternative energy resources.  The AEPS Act was codified at 73 P.S. §§ 1648.1, et seq.  


Act 35 of 2007, P.L. 114, (Act 35) was signed into law on July 17, 2007, which took effect immediately.  Act 35 amended the AEPS Act in several respects.  In particular, Act 35 revised the schedule for solar photovoltaic requirements so that the requirements increase on an annual basis as opposed to increases in five year increments.   73 P.S. 1648.3(b)(2).   This legislation also made it clear that the solar photovoltaic requirement is a percentage of total retail sales, not a percentage of the Tier I requirements.  Id.  In addition, the Act 35 amendments required the Commission to consider EDCs’ and EGSs’ efforts in obtaining alternative energy credits through competitive solicitations and seeking to procure AECs or alternative energy through long‑term contracts in any force majeure determination.   73 P.S. 1648.2.  


While the Commission has provided some policy guidance on AEPS contracts, specifically those relating to solar AECs, we have not directed EDCs to enter into specific types of contracts for their procurement of AECs.
  We are aware that some EDCs have entered into long-term contracts for the procurement of such credits.  As such, the Commission proposes to hold all presently-effective AEC contracts harmless from any of the changes that are effectuated in Pennsylvania’s retail markets initiated by this proceeding.  Therefore, on a case-by-case basis, EDCs may propose the means by which these contracts will be addressed on the issue of cost recovery.  Such means may include, but are not limited to, the inclusion of incurred costs in the PTC, the inclusion of incurred costs in a non-bypassable surcharge, or the voluntary assignment to an EGS or EGSs.  Again, the means for addressing these contracts will be determined on a case-by-case basis.  We propose that each EDC provide a proposal for the management of these energy contracts in their next round of default service filings.
2. 
Other Long-Term Contracts


As with AEC contracts, the Commission believes that any energy contracts that exist pursuant to previous or existing default service plans should be held harmless.  This is necessary since many of these contracts may extend past the expiration of the next round of default service plans on May 31, 2015.  These energy contracts will be handled on a case-by-case basis to assure that parties to the contracts are held harmless and to assure that EDCs are entitled to full cost recovery.  Such means may include, but are not limited to, the inclusion of incurred costs in the PTC, the inclusion of incurred costs in a non-bypassable surcharge, or the voluntary assignment to an EGS or EGSs.  We propose that each EDC provide a proposal for the handling of these energy contracts in their next round of default service filings.


Additionally, the Commission believes that any contracts that exist pursuant to the Public Utility Regulatory Policies Act (PURPA) should be held harmless.  This is necessary since many of these contracts may extend past the expiration of the next round of default service plans on May 31, 2015.  These energy contracts, if not already addressed through a rate recovery mechanism by EDCs, will be handled on a case-by-case basis to assure that parties to the contracts are held harmless and to assure that EDCs are entitled to full cost recovery.  Such means may include, but are not limited to, the inclusion of incurred costs in the PTC, the inclusion of incurred costs in a non-bypassable surcharge, or the voluntary assignment to an EGS or EGSs.  We propose that each EDC provide a proposal for the handling of these energy contracts in their next round of default service filings, to the extent necessary.
M. Future Long-Term Alternative Energy Credits Contracts

Through recent informal discussions within the RMI, it has come to the Commission’s attention that many participants seek guidance on whether or not to include long-term AEC contracts in the EDCs’ next default service filings.  We believe that the RMI forum is indeed a prudent place to address this area of interest.  Consequently, the Commission requests comment on whether an EDC or an alternative DSP approved by the Commission consistent with 66 Pa. C.S. Section 2807(e)(3.1) and applicable regulations should file a procurement plan for Tier I, Tier II, and Solar AECs with the Commission.  We also request that Commenters address whether it would be more appropriate to have this function fulfilled by an EDC (regardless of whether it has a default service obligation) or the entity providing default service.  Further, we request comment on whether these procurements should include a mix of short-term (one year or less), medium-term (one to five years), and long-term (six to ten years) contracts, or whether procurements should be EDC territory fact-specific, tailored specifically to each EDC territory’s unique circumstances, requirements and market conditions.  If procurement is to be a mix of contract durations, we request comment on whether the procurement schedules should aim to procure AECs necessary to comply with up to 50 percent of the zonal load for any given service territory and allocate those AECs on a pro-rata share among the EGSs operating in its zone, entirely among the default service load, or some mix of both.  


The Commission believes that an AEC procurement methodology whereby either the EDC or the DSP satisfies a portion of their service territory’s AEPS requirements will help facilitate a successful capacity build-out of AEPS-qualified generation facilities by mitigating long-term cash flow risks for relevant generation owners or financiers.  This, in turn, will help to ensure that the percentage goals of the AEPS are reached.  
N. Statewide Consumer Education Campaign

The Commission’s March 2 Order included the following: “The Commission notes that, as part of the final phase of the Investigation, OCMO has appointed a consumer education subgroup – comprised of Commission staff, industry and consumer representatives – to develop a comprehensive statewide consumer education campaign.”  March 2 Order, p. 12.
The subgroup completed its work, and this Commission now proposes the development and implementation of a comprehensive statewide consumer education campaign based, in part, on the input of the stakeholders participating in the subgroup.
We propose that the primary message will focus on educating electricity consumers about the benefits of electric shopping and using the Commission’s online shopping and comparison tool, www.PAPowerSwitch.com (PAPowerSwitch), to shop, to switch or to become informed."  Secondary messages will educate consumers about other RMI actions, including changes to default service, and those discussed in the sections pertaining to “Consumer Protections” and “Portability of Benefits for Low-Income Customers.”  Some messages may be targeted to specific EDC territories, as necessary, to account for regional differences.

While the EDCs’ existing consumer education plans pursuant to the Commission’s Policies to Mitigate Potential Electricity Price Increases Final Order, Docket No. M-00061957, entered May 17, 2007, expire in 2012 and will not be renewed, some EDCs may continue to have Commission-approved consumer education obligations that also would need to be coordinated with this statewide campaign.  The EDCs would coordinate any ongoing consumer education obligations with the messages of the proposed campaign to ensure consistency.

The primary audiences of the proposed campaign will be residential and small business customers.
The proposed campaign would launch by June 2014 to ensure adequate education begins before the proposed default service changes occur in June 2015. 

The proposed campaign is estimated to cost $5 million a year for at least three years.  We propose that the funding be collected from EGSs and EDCs following the “Fair Share” approach offered by EGSs during the subgroup process.  Under this proposal and based on current statewide numbers, competitive suppliers licensed in Pennsylvania would be responsible for 66.3 percent of the costs (calculated using the November 7, 2012, weekly switching statistics that showed 33.7 percent of customers have switched).  Suppliers’ contributions would decrease in subsequent years if shopping increases.  Each residential and nonresidential supplier would be directed to contribute to the campaign using a mechanism yet to be determined and based on input from stakeholders.  Comments are encouraged regarding an appropriate mechanism and the best way to group suppliers into tiers (e.g. by load, by customer count, etc.) to determine their level of contributions.
EDCs would recover the balance of the cost of the campaign (for the first year, this share would be 33.7 percent) from their residential and small business consumers through an automatic adjustment clause and using their existing riders.  

Components of the campaign would include:  pre-/post-campaign surveys; a consumer incentive contest; online, print, radio and television advertising; social media; educational material, including videos, on PAPowerSwitch; and PAPowerSwitch consumer events.

The Commission’s Office of Communications would develop, implement and oversee the campaign, in coordination with OCMO, and would convene a Steering Committee of interested stakeholders to provide input related to the campaign.  The Commission would approve all campaign materials and messages prior to distribution. 

The primary method for measuring the success of the campaign would be reports that track visits to PAPowerSwitch, and any comparable shopping statistics from suppliers about whether visits to and referrals from PAPowerSwitch translate into switching.  The campaign also would include a survey that would ask a statistical sample of Pennsylvania electric customers a few questions about consumer knowledge of PAPowerSwitch and the competitive market to inform the development of the campaign, and create a baseline to measure effectiveness and the correlation between visits to PAPowerSwitch and actual switching.   
O. Regulatory Costs and Assessments 

1. Annual Electric Generation Supplier Licensing Fee
As part of the proposed default service end state, the Commission proposes that EGSs pay an annual licensing fee to the Commission.  The purpose of the annual EGS licensing fee would be to cover Commission costs associated with staff review of reports filed by EGSs, as well as the oversight of regulatory compliance issues and EGS bonding requirements.

Pursuant to section 317(a)(4) of the Code, 66 Pa. C.S. § 317(a)(4), the Commission is authorized to establish, by regulation, a fee to be charged for the filing of a certificate of public convenience, registration certificate, permit or license.  Currently, EGSs pay a one-time licensing fee in the amount of $350.  This fee is the same for all applications for a certificate of public convenience, permit or license for all types of utilities, with the exception of motor carriers of property.  The current $350 licensing fee is established in the schedule set forth in Section 1.43 of the Commission’s regulations, 52 Pa. Code § 1.43.  

Because the Commission is prohibited from levying assessments on EGSs, which is discussed in greater detail below, the $350 EGS licensing fee is the sole funding that the Commission receives from EGSs.  For this reason, the Commission believes that it is prudent to establish a recurring EGS licensing fee, on an annual basis, that would assist in defraying the Commission’s administrative costs associated with the regulatory oversight of EGSs.

By this Tentative Order, the Commission solicits comments on the feasibility of an annual EGS licensing fee, as well as comments on how to structure the fee.  The Commission suggests that there are a few methods by which a licensing fee could be structured.  One option is to establish a flat annual fee that is the same for all EGSs.  The Commission proposes that $1,000 is an appropriate amount for an annual fee and invites comments on this proposed amount.

Another option may be to structure the fee by using a percentage of an EGS’ gross intrastate revenues, subject to a maximum cap.  The Commission notes that the amount of an EGS’ retail sales in Pennsylvania is already provided to the Commission on reports pertaining to gross receipts and, therefore, EGS intrastate revenues may be obtained from these reports.  See, 52 Pa. Code § 54.39.  By using a percentage of intrastate revenues, the annual licensing fee may be lower for entities without a large amount of business in Pennsylvania.

At the same time, so as not to be unduly burdensome on EGSs with a large amount of business in Pennsylvania, the Commission suggests that the fee be capped at a certain figure under this approach.  For example, the licensing fee could be 0.1% of EGS intrastate revenues or $1,000, whichever is lower.  

Stakeholders are encouraged to provide comments on the best method in which to structure the annual licensing fee, as well as the appropriate amount of the fee.  The Commission anticipates using the comments on this subject to determine whether to issue a notice of proposed rulemaking regarding annual EGS licensing fees at a later date.

2. Recovery of Electric Industry Assessments through an Automatic Adjustment Clause

As noted earlier, the Commission is not permitted to levy assessments on EGSs under Section 510 of the Code, 66 Pa. C.S. §510, since EGSs are not considered to be public utilities except for limited purposes.
  While EGSs are not public utilities that are required to pay assessments, the Commission is permitted to directly allocate the costs of regulating EGSs among EDCs.
  As a result, the Commission collects all regulatory expenses associated with the electric industry from the EDCs.  Although the EDCs may seek recovery of these expenses through their distribution charges as part of a base rate case, the Commission believes it would be fairer to permit EDCs to recover these expenses through an automatic surcharge mechanism such as that which is available for the recovery of state taxes in Section 1307(g.1) of the Code, 66 Pa. C.S. §1307(g.1).  In this manner, the EDCs would be able to fully recover assessments, which represent an unavoidable expense that is incurred by the Commission to regulate the electric industry, including EGSs, and also would be required to pass-through any reductions in assessments to consumers.  Therefore, the Commission proposes to seek the necessary legislative changes to permit EDCs to use an automatic surcharge mechanism to recover electric industry assessments paid to the Commission. 

CONCLUSION

The proposed end state of default service sets forth a default service model designed to improve competition in Pennsylvania’s retail electricity market.  This proposed end state model is being issued as a Tentative Order to provide stakeholders and other interested parties with the opportunity for comment.  Comments to this Tentative Order shall be due within thirty (30) days of the Order’s entry date.
THEREFORE,

IT IS ORDERED:  

1.  That the End State of Default Service as set forth in this Tentative Order be issued for comment.

2.  That comments to this Tentative Order shall be filed within thirty (30) days of the entry date of this Order.

3.  That an original copy of the 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-filing system, in which case no paper copy needs to be filed with the Secretary provided that the comments are less than 250 pages.  A copy of the comments shall be submitted to the Office of Competitive Market Oversight Retail Markets Investigation inbox at ra‑RMI@pa.gov.  All comments should have the RMI docket number conspicuously noted on the cover sheet.
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 Consumer Advocate, the Office of Small Business Advocate, the Energy Association of Pennsylvania, and all other parties who filed comments or testified in Phases I and/or II 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/utility_industry/electricity/retail_markets_investigation.aspx. 
6.  That the Office of Competitive Market Oversight shall electronically send a copy of this Tentative Order to all persons on the contact list for the Committee Handling Activities for Retail Growth in Electricity (CHARGE), and to all persons on its contact list for the Investigation of Pennsylvania’s Retail Electricity Market.
7.  That the contact persons for this matter are Megan Good, Bureau of Technical Utility Services, 717-425-7583 or megagood@pa.gov, and Kirk House, Office of Special Assistants, 717-772-8495 or hhouse@pa.gov.
8.  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:  November 8, 2012
ORDER ENTERED:   November 8, 2012
� American Association of Retired Persons (AARP), American Public Power Association, BlueStar Energy Services, Brighten Energy, Citizen Power, Inc. (Citizen Power), Citizens' Electric and Wellsboro Electric (Citizens’ and Wellsboro), City of Philadelphia, Community Legal Services of Philadelphia (CLS), Consolidated Edison Solutions, Constellation NewEnergy, Inc. and Constellation Energy Commodities Group, Inc. (Constellation), Direct Energy Services, LLC (Direct Energy), Dominion Retail, Inc. and Interstate Gas Supply (Dominion Retail and IGS), Duquesne Light Company (Duquesne Light), Energy Association of PA (EAP), Exelon Generation Company and Exelon Energy Company (Exelon), the FirstEnergy Companies (Metropolitan Edison Company, Pennsylvania Electric Company, Pennsylvania Power Company and West Penn Power Company), FirstEnergy Solutions Corporation (FES), Future Times Energy Aggregation Group, Hess Corporation (Hess), the Industrial Customer Groups (Industrial Energy Consumers of Pennsylvania , Duquesne Industrial Intervenors, Met-Ed Industrial Users Group, Penelec Industrial Customer Alliance, Penn Power Users Group, Philadelphia Area Industrial Energy Users Group, PP&L Industrial Customers Alliance and West Penn Power Industrial Intervenors), Liberty Power, Mid-Atlantic Renewable Energy Association, National Energy Marketers Association (NEM), NRG Energy (NRG), Office of Consumer Advocate (OCA), Office of Small Business Advocate (OSBA), PA Coalition Against Domestic Violence (PCADV), PA Energy Marketers Coalition (PEMC), PA Utility Law Project (PULP), PennFuture, PPL Electric Utilities Corporation and PPL EnergyPlus (PPL), ResCom Energy, Retail Energy Supply Association (RESA), State Representative C. George, Stream Energy PA, Washington Gas Energy Services (WGES), and York Solid Waste & Refuse Authority.


� � HYPERLINK "http://www.puc.state.pa.us/utility_industry/electricity/retail_markets_investigation.aspx" �http://www.puc.state.pa.us/utility_industry/electricity/retail_markets_investigation.aspx� 


� Recaps of these conferences are also available on the Commission’s website at: � HYPERLINK "http://www.puc.state.pa.us/utility_industry/electricity/retail_markets_investigation.aspx" �http://www.puc.state.pa.us/utility_industry/electricity/retail_markets_investigation.aspx� 


� AARP and PULP, Citizen Power, Citizens’ and Wellsboro, Constellation, Direct Energy, Dominion Retail and IGS, Duquesne Light, Exelon, the FirstEnergy Companies, Hess, the Industrial Customer Groups, NEM, OCA, OSBA, PPL, PECO Energy Company (PECO), PennFuture, Pike County Light and Power Company (PCL&P), RESA, Solar Alliance and UGI Energy Services, Inc. (UGIES).


� Direct Energy, Dominion Retail and IGS, Duquesne Light, EAP, the FirstEnergy Companies, FES, the Industrial Customer Groups, PEMC, OCA and PECO.


� AARP, PULP and CLS, Citizen Power, Citizens’ and Wellsboro, Constellation, Direct Energy, Dominion Retail, Duquesne Light, Exelon, the FirstEnergy Companies, FES, the Industrial Customer Groups, NEM, OCA, PCL&P, PECO, PEMC, PPL, RESA, Spark Energy, L.P., UGIES, UGI Utilities, Inc. – Electric Division, Wal-Mart Stores East, LP and Sam’s East, Inc. (Wal-Mart) and WGES.


� AARP, PULP and CLS, Citizens’ and Wellsboro, Direct Energy, Dominion Retail, Duquesne Light, the FirstEnergy Companies, FES, the Industrial Customer Groups, OCA, PECO, PCADV, PEMC and RESA.


� The discussion document is available at � HYPERLINK "http://www.puc.state.pa.us/utility_industry/electricity/retail_markets_investigation.aspx" �http://www.puc.state.pa.us/utility_industry/electricity/retail_markets_investigation.aspx�. 


� AARP, PULP and CLS, Citizen Power, Citizens’ and Wellsboro, Direct Energy, Dominion Retail and IGS, Duquesne Light, EAP, Exelon, FES, the FirstEnergy Companies, Industrial Customer Groups, Mid-Atlantic Renewable Energy Coalition, NRG, OCA, PCADV, PennFuture, PEMC, RESA, Solar Energy Industries Association and PA Solar Energy Industries Association (SEIA and PA SEIA), Wal-Mart and WGES.


� By Order entered August 14, 2012, at Docket Number M-2012-23114313, the Commission initiated a proceeding to examine the reconciliation process currently used in default service plans.


� See Guidelines for Maintaining Customer Services at the Same Level of Quality Pursuant to 66 Pa. C.S. § 2807(D), and Assuring Conformance with 52 Pa. Code Chapter 56 Pursuant to 66 Pa. C.S. § 2809(E) and (F) Final Order, at Docket No. M-00960890F0011, adopted July 10, 1997.


� 52 Pa. Code § 54.72 – CAP – Customer Assistance Program – An alternative collection method that provides payment assistance to low-income, payment troubled utility customers.  CAP participants agree to make regular monthly payments that may be for an amount that is less than the current bill in exchange for continued provision of electric utility services.   


� The proposed EDC-provision of metering services will not affect any metering provided to customers by PJM Curtailment Service Providers. 


� See, Energy Efficiency and Conservation Program Implementation Order,  Docket No. M-2012-2289411 (Order entered August 3, 2012) (August 2, 2012 Implementation Order).


� See, Policy Statement in Support of Pennsylvania Solar Projects Final Policy Statement Order, at Docket No. M-2009-2140263 (Order entered September 16, 2010).


� EGSs that do not take title to electricity and therefore are not liable for gross receipts tax, such as brokers and marketers, would pay a flat annual licensing fee of $1,000.


� See Delmarva Power & Light Co. v. Commonwealth, 870 A.2d 901, 911 (Pa. 2005). 


� See Equitable Gas Co. v. Commonwealth, 880 A.2d 48 (Pa. Cmwlth. 2005)(Holding that the Commission properly allocated the costs of regulating natural gas suppliers (NGSs) to natural gas distribution companies (NGDCs), because the costs of regulating NGSs were directly related to the gas industry).
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