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ORDER
BY THE COMMISSION:  

Before the Commission is a Petition of Pike County Light & Power Company (Pike) for Waiver of Regulations Regarding Standards for Changing Customer’s Electric Generation Supplier.  See 52 Pa. Code §§ 57.171-57.180.  The Commission’s regulations require jurisdictional electric distribution companies (EDCs) to be capable of effectuating a 3-business day, off-cycle switch by December 15, 2014 when a residential or small commercial customer requests a change in electric supplier.  See 52 Pa. Code §§ 57.173, 57.174, 57.180.  In light of the facts asserted in Pike’s request, we will grant the Petition via a temporary waiver under the terms of this Order for six months until June 15, 2015.       

BACKGROUND
The Polar Vortex of 2014




During January of 2014, the Commonwealth and surrounding Northeastern and Mid-Atlantic States experienced unusually bitter cold weather in what became known as the Polar Vortex.
  The extreme cold weather events caused increases in energy use and extraordinarily high demand in the PJM Interconnection, L.L.C.
 (PJM) regional energy market for electric supply, wherein average wholesale day-ahead LMP
 prices for Pennsylvania in January 2014 were estimated at $148/MWh, as opposed to $44/MWh in December 2013.  The total net billings to PJM members during January 2014 were one-third of the entire year’s total net billings in 2013.

As a result of these high energy wholesale market prices, many EGSs serving Pennsylvania customers with variable-price retail supply contracts needed to increase their retail prices to customers in order to recover the higher wholesale electric energy costs they incurred in January 2014.  Some variable retail prices rose to a high of 28 cents per kWh.  These dramatic and sudden price increases, coupled with higher than normal usage caused by the cold weather, resulted in a number of retail electric customers realizing very high electric bills in amounts two to three times (and even higher) than what they would normally be billed during the wintertime.  Many variable-rate customers who were hit hard by price spikes this past winter adamantly voiced support to significantly reduce the time it takes to switch to another competitive supplier or return to default service, as the switching process could take anywhere from 16 to 45 days.  Many customers expressed frustration with having to wait an additional billing cycle in order to switch out of their current contract, exposing them to greater market volatility and higher prices from their current supplier for up to 30 additional days, costing some customers several hundred dollars while waiting to exercise their ability to switch to a lower priced product from an electric supplier or their default service supplier.   

The Commission’s Accelerated Switching Regulations
The unprecedented number of complaints
 and wave of media reports regarding the increase in wholesale electric prices in January 2014 necessitated a thorough and expeditious response from the Commission.   Accordingly, through a swift final-omitted rulemaking process, the Commission promulgated accelerated switching regulations on June 14, 2014 to enable customers to switch their electric supplier in three business days.
  Due to concern from EDCs about updating their billing systems and internal processes to accommodate a 3-business day switch, the Commission provided for a six month implementation period.  Accordingly, 3-business day off-cycle
 switching must be in effect by December 15, 2014, thereby providing switching protections for customers, should we experience another polar vortex this coming winter.  See 52 Pa. Code § 57.180.  In the rulemaking, we expressly acknowledged the financial concerns of implementation of these rules by smaller EDCs, inviting those EDCs to file petitions for waiver.  See 44 Pa.B. 3539.          
Pike’s Petition For Waiver 

On July 29, 2014 Pike filed a Petition for Waiver of Regulations Regarding Standards for Changing Customer’s Electric Generation Supplier (Petition or Petition for Waiver).  On September 10, 2014, Pike filed a corrected cover letter to the Petition to accurately reflect the Petition’s request.  Pike served its Petition on the Bureau of Investigation & Enforcement (I&E), the Office of Small Business Advocate (OSBA), and the Office of Consumer Advocate (OCA).  On September 19, 2014, Commission staff, upon review and analysis of the Petition, sent a data request to Pike, seeking clarification and elaboration on the nature and scope of Pike’s waiver request.  On October 1, 2014, OCA filed an answer to Pike’s Petition.  Pike filed responses to the Commission’s data request on October 3, 2014.   

Pike County Light & Power Company serves approximately 4,700 residential and commercial customers in Pike County, Pennsylvania.  Pike is a wholly-owned subsidiary of Orange and Rockland Utilities, Inc.  Petition at 2.  Pike shares an integrated computer billing system that manages operations with Orange and Rockland and Rockland Electric Company.  Unlike the other Pennsylvania electric utilities, which are members of PJM, Pike is part of a fully integrated electric system that operates in the New York Control Area administered by the New York Independent System Operator (NYISO).  Id. at fn. 3.  Pike receives all of its electricity through two 34.5 kv radial circuits that cross the Delaware River from Port Jervis, New York.  Id. at 2.
Currently, Pike must receive an electric supplier enrollment request at least 11 days prior to the next meter read date in order to effectuate a switch on that meter read date, whereas Orange and Rockland must receive an EGS enrollment request at least 15 days prior to the next meter read date in order to effectuate a switch on that meter read date.  Id. at 3.  

As of August 2014, 2,538 (54%) of Pike’s total customers were enrolled with an EGS.  Pike Responses to Data Request at 2.  From January 1, 2014 to May 31, 2014, only two of Pike’s customers filed complaints with the Commission regarding supplier high bill and/or variable rate issues flowing out of the Polar Vortex of January 2014.  Id. at 3.  Only 74 customers switched suppliers in 2013 and 91 customers (4% of total customers) switched suppliers during the first half of 2014.  Petition at 4.      
In light of the complexities associated with and necessary changes to the shared integrated billing system, Pike estimates implementation would take approximately 18 months and cost around $619,000.  Pike Petition at 3.  This cost estimate is based on one off-cycle switch per billing period and does not include any costs for changing the process for unmetered accounts, such as lighting customers.
  Pike Responses to Data Request at 3.  Pike explains that the approximate bill impact on an average residential customer would be $1.36 per month over an amortization period of 15 years.  Id.
Pike is currently analyzing the impact of accelerated switching on its processes for batch enrollments, accounts receivables, and EGS payments.  Petition at 3; Pike Responses to Data Request at 1.  Pike explains that extensive testing will be necessary before implementing 3-business day off-cycle switching, including testing in the areas of Pike’s cancel/rebill process, Electronic Data Interchange (EDI), Retail Access Information System (RAIS), and other billing system testing.  Id.   As this testing is costly and time-consuming, Pike has not commenced this testing effort or begun implementation of any changes, preferring to wait until the Commission issues a ruling on this Petition for Waiver.  Pike Responses to Data Request at 1-2.  As clarified through its response to Commission staff’s data request, Pike seeks a full waiver with no definite future time to implement off-cycle accelerated switching.  Id. at 2.  However, as an alternative to 3-business day off-cycle switching, Pike proposes to reduce its current 11-day switching process
 to 9 days prior to the meter read date with the effective date of the switch on that meter read date.  Petition at 4.  
OCA’s Answer to Pike’s Petition

In an Answer filed on October 1, 2014, the OCA expressed general support for Pike’s Petition for Waiver, noting Pike’s efforts to reduce customer costs.  OCA Petition at 4.  The OCA expressed concern that Pike’s estimated costs of $619,000 to comply with the accelerated switching regulations would yield an average cost of $131 per customer.  The OCA contends such costs would be imprudent and unjustified, as only 74 switches occurred in 2013.   Accordingly, the OCA requested that the Commission grant Pike’s Petition and periodically re-examine whether Pike’s full compliance with the switching regulations is in the best interests of consumers.  See id. at 5.    
DISCUSSION

Legal Context 
The Electricity Generation Customer Choice and Competition Act (the Competition Act), effective January 1, 1997, 66 Pa. C.S. §§ 2801 et seq., requires the Commission to establish standards for changing a customer’s electric generation supplier.  See 66 Pa. C.S. § 2807(d)(1).   Under the Commission’s regulations, EDCs must implement 3-business day, off-cycle switching by December 15, 2014.  52 Pa. Code §§ 57.173, 57.174, 57.180.  Under the Public Utility Code, the Commission may require a public utility to file periodic special reports, as prescribed by the Commission in form and content, on any matter that the Commission is authorized to inquire or required to enforce.  66 Pa. C.S. § 504.  

A petition for waiver of a Commission regulation must set forth clearly and concisely the petitioner’s interest, the relevant legal authority, the purpose of the petition, and the facts claimed to constitute the grounds requiring waiver of the regulation.  52 Pa. Code § 5.43(a); see also 1 Pa. Code § 35.18.  The petitioner must serve copies of the petition on persons or parties the petitioner believes will be affected by the petition, the Commission, the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, and the Office of Small Business Advocate.  52 Pa. Code § 5.43(b).  Answers to petitions for waiver must be filed within 20 days of the date of service of the petition.  52 Pa. Code § 5.61(a)(1).  The Commission may grant a petition for waiver that is in the public interest under the Commission’s statutory authority to rescind or modify regulations or orders.  See 66 Pa. C.S. § 501(a).   
Pike’s Petition
As required by 52 Pa. Code § 5.43, Pike set forth the purpose of its petition, cited the relevant legal authority, and properly served the petition on I&E and the statutory advocates.  Upon request by Commission staff, Pike filed responses to information and data requests for clarification as to the scope, duration, and the factual grounds constituting justification of the Petition.      
We agree that Pike is unique among the Pennsylvania EDCs, in light of Pike’s limited service territory with only 4,700 residential and commercial customers and Pike’s operational relationship with its corporate affiliates.  We recognize that limited supplier switching has historically occurred in Pike’s service territory on a yearly basis, as only 74 customers switched suppliers in 2013 and 91 customers (4% of total customers) switched suppliers during the first half of 2014.  Furthermore, during the aftermath of the Polar Vortex of 2014, only two of Pike’s customers filed complaints with the Commission regarding supplier high bill or variable rate issues.   
While historical infrequency of switching and complaints are facts important to our analysis in determining whether to grant Pike the requested relief, those facts alone do not justify relinquishing indefinitely the Commission’s universal goal of establishing accelerated switching in all EDC service territories.  We note that, as of August 2014, approximately 54% of Pike’s customers had enrolled with an EGS.  The purpose of 3-business day, off-cycle switching is to allow these customers to more easily and quickly change electric suppliers when desired or in preparation for any unforeseen future events, including extreme weather, customer frustration, or misunderstanding of an existing supplier contract.  Ensuring a customer’s ability to expeditiously switch to and from an EGS product is in harmony with the Competition Act and our duties under the Public Utility Code.  See 66 Pa. C.S. § 2807(d)(1).        

As an alternative to 3-business day off-cycle switching, Pike proposes to reduce its current 11-day switching process to 9 days prior to the meter read date with the effective date of the switch on that meter read date.  Petition at 4.  Under this alternative, a customer who attempts to change suppliers eight days before the meter read date could still be locked into an unfavorable or undesirable contract for approximately 30 days or more.  While the Commission recognizes that this proposal is not in compliance with our accelerated switching regulations, we acknowledge Pike’s efforts to further streamline its switching processes as an interim measure to be in place by December 15, 2014.     
We further acknowledge Pike’s efforts to seek relief through this timely-filed Petition and we recognize the costs and complexities attendant to implementing 3-business day, off-cycle switching for smaller EDCs.  Pike estimates implementation would take approximately 18 months and cost around $619,000.  Pike Petition at 3.  This cost estimate is based on one off-cycle switch per billing period and does not include any costs for changing the process for unmetered accounts, such as lighting customers.  Pike Responses to Data Request at 2.  Pike explains that the approximate bill impact on an average residential customer would be $1.36 per month over an amortization period of 15 years.  Pike Responses to Data Request at 3.  Like the OCA, we are concerned about the financial impact of immediate implementation of accelerated switching on Pike’s customers.  Furthermore, since approximately only eight switches occur per month in Pike’s service territory, the expenditures described by Pike for accelerated switching appear unwarranted at this time.  Therefore, to avoid any undue financial impact on Pike’s customers, we will grant Pike a temporary waiver from the Commission’s accelerated switching regulations, 52 Pa. Code §§ 57.173, 57.174, 57.180, for six months until June 15, 2015.     
In its Petition for Waiver, Pike alternatively proposed to reduce its current 11-day switching process to 9 days prior to the meter read date with the effective date of the switch on that meter read date.  Petition at 4.  Like the OCA, we are concerned about the financial impact on customers and we want to make sure that the benefits of Pike’s alternative proposal outweigh any costs to consumers.  While this alternative proposal is an improvement over the current switching process, we would prefer Pike focus its efforts on achieving off-cycle switching in the long-term rather than exhaust substantial resources (resulting in an adverse financial impact to customers) in the short-term through a solution that is only mildly better than the current switching process.  Since we do not know the costs of this alternative proposal, we will not evaluate the merits of this alternative proposal through this Order.  

Thus, while we are granting Pike’s Petition for Waiver, we are not issuing a determination as to whether the associated costs or expenses of Pike’s alternative proposal are reasonable or prudent for purposes of cost recovery.  As we observed in our rulemaking, EDCs are expected to implement accelerated switching in the most cost-effective manner possible and may recover reasonable implementation costs in a future base rate filing.  See 44 Pa.B. 3539. 
While Pike offered the above alternative proposal, Pike did not provide any data or information on the costs, requirements, and feasibility of performing switches in a non-automated or manual manner outside of the electronic billing system.  In light of the fact that only 74 customers switched suppliers in 2013 and 91 customers switched suppliers during the first half of 2014, we believe a manual process to switch customers may be a strong potential temporary solution for Pike.  After all, a well-structured manual process could be fully compliant with our existing regulations.  See 52 Pa. Code § 57.174.
We understand that taking steps toward implementation consumes time and financial resources, and that Pike has limited customers and resources to effectuate implementation by the December 15, 2014 deadline.  However, 3-business day, off-cycle switching is still the regulatory requirement and end goal for all EDCs operating in Pennsylvania.  See 44 Pa.B. 3539.  Accordingly, Pike should continue to monitor the rate of customer switching in its service territory and to assess processes and costs associated with 3-business day, off-cycle switching.  Within 90 days of the entry date of this Order, we will require Pike to file with the Commission an analysis of the costs and feasibility of a manual process to switch customers that complies with our regulations and would not require significant changes to Pike’s existing electronic billing system.  
Therefore, Pike’s Petition for Waiver is granted for six months under the terms of this Order.  If Pike finds that attaining compliance with the Commission’s 3-business day switching regulations continues to prove too costly and infeasible, Pike may timely file an additional request for waiver of the Commission’s regulations before the expiration of the six month waiver granted in this Order.  
CONCLUSION

After review of the Petition, OCA’s Answer, and Pike’s Responses to data and information requests from Commission staff, we find that temporarily granting the Petition for Waiver for six months until June 15, 2015 is in the public interest.  While we are granting Pike’s Petition, we are not issuing a determination as to whether the associated costs or expenses of Pike’s alternative proposal are reasonable or prudent for purposes of cost recovery. 

Since 3-business day, off-cycle switching is still the regulatory requirement and end goal for all EDCs operating in Pennsylvania, we will order Pike to file with the Commission an analysis of the costs and feasibility of a manual process to switch customers that complies with our regulations and would not require significant changes to Pike’s existing electronic billing system.    
THEREFORE,
IT IS ORDERED:
1. 
That Pike County Light & Power Company’s Petition For Waiver of Regulations Regarding Standards for Changing Customer’s Electric Generation Supplier,

52 Pa. Code §§ 57.171-57.180, is granted under the terms of this Order for six months until June 15, 2015.  

2. 
That Pike County Light & Power Company shall file with the Commission within 90 days of the entry date of this Order an analysis of the costs and feasibility of a manual process to switch customers that complies with our regulations at 52 Pa. Code § 57.174.  
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BY THE COMMISSION

Rosemary Chiavetta

Secretary

(SEAL)

ORDER ADOPTED:  November 13, 2014 
ORDER ENTERED:   November 25, 2014
� The Polar Vortex occurred from January 6th-9th.  Cold winter storms, which affected demand and market prices, occurred from January 17th-29th.  See Analysis of Operational Events and Market Impacts During the January 2014 Cold Weather Events.  PJM Interconnection (May 8, 2014) (hereinafter PJM Market Report).  


� PJM Interconnection, L.L.C. is a regional transmission organization that oversees and manages the electricity grid for fifty million consumers in thirteen states and the District of Columbia.  New Jersey Bd. of Public Utilities v. FERC, 744 F.3d 74, at 82-83 (3d Cir. 2014).  


� Under LMP (Locational Marginal Price), “the price any given buyer pays for electricity reflects a collection of costs attendant to moving a megawatt of electricity through the system to a buyer's specific location on the grid.”  Id.  (citing Black Oak Energy v. FERC, 725 F.3d 230, 233-4 (D.C. Circuit 2013)). 


� See PJM Market Report.  For more information about PJM wholesale prices, see historical pricing information posted on PJM’s website at: � HYPERLINK "http://www.pjm.com/markets-and-operations/energy/real-time/monthlylmp.aspx" �http://www.pjm.com/markets-and-operations/energy/real-time/monthlylmp.aspx�.  For general information about PJM and the wholesale market, see PJM’s “Learning Center,” available at � HYPERLINK "http://www.pjm.com/about-pjm/learning-center.aspx" �http://www.pjm.com/about-pjm/learning-center.aspx� .   


� Between January 1, 2014 and March 28, 2014, 500 formal complaints were filed with the Commission’s Secretary’s Bureau.  The Commission’s Bureau of Consumer Services (BCS) received 5,626 informal complaints between February 1, 2014 and March 28, 2014.  See Final-Omitted Rulemaking Order to Amend the Provisions of 52 Pa. Code, Chapter 57 Regulations Regarding Standards for Changing a Customer’s Electric Generation Supplier, Docket No. L-2014-2409383, at 13-15 (entered Apr. 3, 2014). 


� See id; also available at 44 Pa.B. 3539 (published June 14, 2014).  


� In our rulemaking, we emphasized the importance of off-cycle switching, wherein the EDC must be capable of effectuating a switch at a time other than the midpoint or end of a billing cycle when a meter read typically occurs.  Understanding that not all EDCs have fully deployed smart meters with automated metering capability, our regulations allow an EDC to obtain an actual meter read at the dwelling, use an estimated meter read, or use a customer-provided meter read, subject to reconciliation with an actual meter read.  See 52 Pa. Code § 57.174; see also 44 Pa.B. 3539.  


� Since Pike’s unmetered accounts do not have meter reads, Pike explains that an entirely new process would need to be established to provide the off-cycle accelerated switching functionality to those accounts.  As of August 2014, 96 of Pike’s customers had unmetered accounts, only seven of which were enrolled with an EGS.  Pike Responses to Data Request at 2.


� Currently, Pike must receive an enrollment request at least 11 days prior the next meter read date in order for the switch to be effective on that meter read date.  Petition at 3.  
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