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ORDER
BY THE COMMISSION:  

Before the Commission is a Petition of UGI Utilities, Inc. – Electric Division (UGIED) to Defer Implementation of Portions of Revised Standards For Changing a Customer’s Electric Generation Supplier at 52 Pa. Code §§ 57.174 and 57.180 and to Implement an Alternative Method to Address Certain Variable Rate Disputes.  The Commission’s regulations require jurisdictional electric distribution companies (EDCs) to be capable of effectuating a three-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, and 57.180.  In an Order adopted on December 4, 2014, at this Docket, the Commission granted UGIED’s Petition to Defer Implementation through June 15, 2015.  UGIED now seeks to extend the deferral through September 15, 2015, and approval of its proposed manual process to comply with the supplier switching regulations.  In light of the facts asserted in UGIED’s Petition, we will grant the Petition under the terms of this Order.     
BACKGROUND
A.  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 voiced adamant support to significantly reduce the time it takes to switch to another competitive supplier or return to default service, as the switching process at that time 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 existing electric supply contract, exposing them to greater market volatility and higher prices from their supplier for up to 30 additional days, costing some customers several hundred dollars while waiting to switch to a lower priced product from another electric supplier.   

B.  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 three-business day switch, the Commission provided for a six month implementation period with an effective date of December 15, 2014, thereby providing switching protections for customers, should another polar vortex impact Pennsylvania consumers during the winter of 2014/2015. 
  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.          
C.
UGIED’s Petition for Waiver 


On October 23, 2014, UGIED filed a Petition to Defer Implementation of Portions of Revised Standards For Changing a Customer’s Electric Generation Supplier at 52 Pa. Code §§ 57.174 and 57.180 and to Implement an Alternative Method to Address Certain Variable Rate Disputes (October 23, 2014 Petition).  UGIED served its Petition on the Bureau of Investigation & Enforcement (I&E), the OCA, and the Office of Small Business Advocate (OSBA).  On November 14, 2014, OCA filed an Answer to UGIED’s Petition.  On November 24, 2014, UGIED filed a response to new matter raised by the OCA in the OCA’s Answer.

Through its October 23, 2014 Petition, UGIED sought a waiver from the requirements of 52 Pa. Code §§ 57.174 and 57.180.  Specifically, UGIED sought a waiver from the requirements of 52 Pa. Code §§ 57.174 and 57.180 directing UGIED to implement a three-business day switching rule by December 15, 2014, for customers changing their electric generation supplier, and permission was sought, including to the extent required any waivers of conflicting regulations, to implement an alternative method of resolving certain variable rate disputes.  October 23, 2014 Petition at 4.
In its October 23, 2014 Petition, UGIED asserted that a waiver was justified and in the public interest because of the high costs UGIED would have to incur to implement this change on an expedited basis, and the limited benefits which would accrue to customers on UGIED’s system given its unique circumstances.  UGIED stated that it currently shares a legacy customer information system (CIS) with its sister natural gas distribution utilities that is costly to modify given its vintage.  UGIED further stated that the UGI distribution utilities are in the early stages of a planned systems replacement project that is expected to take approximately five years and in excess of $50 million dollars to implement.  Given this replacement project, UGIED asserted that it would not be in the public interest to require the expenditure of significant funds to modify a legacy system in the absence of a strong and significant benefit to UGIED customers.  Id. at 4 and 5.
Regarding its alternative solution, UGIED requested permission to retroactively apply an applicable billing rate plan for the customer’s account to either place the customer on an alternative rate plan of the Choice Supplier, or place the customer on default service rates and retroactively consider the customer a default service customer.  This would only be done with the agreement of both the customer and the affected Choice Supplier.  Such arrangements, however, would only be permitted no later than one month past the issuance of any impacted bill.  Id. at 5 and 6.
In our December 4, 2014 Order, we granted UGIED a temporary waiver of the requirement in 52 Pa. Code § 57.174 for multiple off-cycle, three-business day switching of metered accounts for the period from December 15, 2014 through June 15, 2015, as appropriate and in the public interest.  We, however, directed UGIED to file with the Commission at this Docket its analysis of a manual process that complies with our regulations and would not warrant significant changes to its existing customer information system.  This analysis was to be filed within 90 days of the entry date of the December 4, 2014 Order.  We further noted that if UGIED determines that it requires an additional waiver of the Commission’s regulations as it assesses its compliance with the December 4, 2014 Order and the Commission’s regulation, UGIED may timely file such a request before the expiration of the waiver granted in that Order.  December 4, 2014 Order at 9 and 10.
Regarding UGIED’s alternative approach, we declined to approve this approach as it lacked significant details.  In addition, we agreed with the OCA that the proposal inappropriately permits an EGS to thwart a customer’s more accelerated switch to another EGS.  Id. at 11.
Finally, while acknowledging UGIED’s efforts to shorten its current switching deadline from ten days to six days prior to the next meter read date, in our December 4, 2014 Order, we directed UGIED to analyze whether changes to the PJM capacity nomination rules could impact the current switching deadline.  UGIED was directed to file its analysis within 14 days of the entry date of the December 14, 2014 Order.  On December 18, 2014, UGIED filed a letter stating that the changes to the PJM capacity nomination rules would permit UGIED to shorten its proposed six day period for processing customer switches to three business days.  Id. at 11 and 12.  In its March 4, 2015 filing, UGIED stated that on January 26, 2015, it implemented changes that allow an on-cycle switch to occur on a scheduled meter read when a supplier enrollment is confirmed at least three business days before the scheduled meter read date.  March 4 filing at 2.
On March 4, 2015, UGIED filed the instant Petition for approval of its manual process proposal to permit accelerated customer switching in compliance with the December 4, 2014 Order.  The UGIED proposal was served on the OSBA, OCA and I&E.  No Answers or responses to the proposal have been filed.
DISCUSSION

A. Legal Standard

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, and 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, I&E, the OCA, and the OSBA.  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).   

B. UGIED’s Manual Process Proposal 
In its March 4 filing, UGIED states that it conducted a thorough analysis of its current business processes and information systems to develop a manual process that it believes substantially complies with the intent of the Commission’s regulations and requests Commission approval of this process, including any required waivers of Commission regulations.  UGIED further states that it will need time to implement the manual process that includes system changes, testing, training and associated control processes.  As a result of these required system changes, UGIED requests an extension of its current waiver from June 15, 2015, to either September 15, 2015, or ninety days after Commission approval of its manual process, whichever is later.  UGIED proposes to implement and rely on this manual process until it is able to implement an automated three business-day switching rule in conjunction with its planned multi-year systems replacement program.  March 4 filing at 3.
In an Appendix to its March 4, filing, UGIED describes its proposed manual process.  UGIED states that its current CIS permits billing only one rate plan per bill.  As such, UGIED is proposing to bill customers when a switch is effective, similar to the “Bill on Supplier Switch” (BOSS) approach proposed by PECO and approved by the Commission.
  Under UGIED’s proposal, a customer who switches off-cycle will receive a bill for the partial period up to the date of the switch and then a subsequent bill for the period from the off-cycle switch to the next scheduled on-cycle meter read date.  Accordingly, UGIED is requesting a waiver to the billing regulations to allow for the short-period bills.  March 4 filing Appendix at 1.
UGIED is proposing to allow only one off-cycle switch per account per billing period.  UGIED asserts that this limitation will help reduce customer confusion related to multiple bills during a month while still providing for an opportunity for customers to quickly switch off an uneconomical plan.  UGIED further asserts that this limitation will help to mitigate its efforts associated with estimating bills, performing cancel/rebills to address estimate errors and the impact that multiple monthly bills would have on ancillary billing functions.  Under UGIED’s proposal, if an account has already had one off-cycle switch in a monthly billing period, any subsequent enrollment request by a supplier will become effective on the next scheduled meter read, subject to the current three business day rule in effect for on-cycle switches.  Id.
UGIED notes that it does not have smart meters capable of communicating actual meter reads between monthly meter read dates.  Accordingly, UGIED proposes that the meter read index for all off-cycle bills will be manually calculated based on historical monthly usage information for that location, prorated for the number of days associated with the period between the last actual monthly meter read and the off-cycle switch date.  UGIED states that if the actual meter read index taken on the next scheduled meter read date is less than the off-cycle estimated meter read, the customer will receive corrected bills utilizing a revised estimate that is based on a proration of the monthly usage indicated by the actual monthly on-cycle meter read.  Id. at 1 and 2.  UGIED states that while the proposed process is predominantly a manual process, some system enhancements will be necessary to allow one off-cycle switch.  Id. at 3 and 4.  

UGIED believes that it can implement this manual process under current enrollment levels.  UGIED states, however, that if it experiences a significant increase in the level of customer shopping, there is a risk that it will not have the staffing available to perform the manual processes within the three business day switching time period.  To manage the potential delays caused by an unforeseen fourfold increase in daily supplier switching requests, UGIED plans to make EGSs operating in its service territory aware of the manual process and ask them to avoid “batching” of any enrollment requests to ameliorate the possibility of switching times in excess of the planned 3 business days.  UGIED states that it will employ its best efforts to meet the three business-day timeframe, but notes that there may be times when, due to unusual circumstances, that this timeframe may be exceeded for some population of switching requests.  Id. at 4 and 5.
UGIED requests that it be permitted to implement the manual accelerated switching process, as described in the Appendix to its March 4, 2015 filing.  UGIED also requests that any waivers the Commission deems necessary for UGIED to implement the substance of its proposal be granted by the Commission.  Finally, UGIED requests that it be granted a further implementation waiver to September 15, 2015 or ninety days after the Commission approves the manual process, whichever is later.  March 4 filing at 3 and 4.
C.
Disposition
As required by 52 Pa. Code § 5.43, UGIED 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 review of UGIED’s March 4 filing, we grant the extension of the temporary waiver of the requirement in 52 Pa. Code § 57.174 for multiple off-cycle, three-business day switching of metered accounts for the period from December 15, 2014 through September 15, 2015, as appropriate and in the public interest.  We note UGIED’s efforts to further reduce the deadline for on-cycle switches to at least three business days before a customer’s schedule meter read date.  While not meeting the full intent of the accelerated switching regulations, this effort will help mitigate a shopping customer’s continued exposure to any financial burdens the customer may experience as a result of unexpected high usage and prices.
We also approve UGIED’s proposed manual process for providing one off-cycle switch and direct UGIED to implement this manual process by September 15, 2015.  Accordingly, we grant UGIED a temporary waiver of the requirement in 52 Pa. Code § 57.174 for multiple off-cycle, three-business day switching of metered accounts from September 15, 2015 through September 15, 2017.  In addition, we grant UGIED a temporary waiver of the requirements in 52 Pa. Code §§ 56.2 and 56.11 relating to the required days in a billing period and the number of bills in a billing period for shopping customers seeking one off-cycle switch in a billing period, also from the date UGIED implements its manual process through September 15, 2017.  
The Commission finds that these waivers are appropriate and in the public interest due to the fact that UGIED will implement an interim manual switching measure during this time period.  While not fully compliant with the Commission’s accelerated switching regulation, this interim measure is a significant improvement over current switching timeframes.  The Commission agrees with UGIED that the interim manual switching measure will provide customers with an opportunity to more quickly switch off an uneconomical plan.  
The Commission, however, has some concerns that having multiple bills and payment due dates during a billing period have the potential to cause some customer confusion and could result in payment problems for customers.  We raised these concerns in our Order approving PECO’s request for a temporary waiver of regulations relating to the required days in a billing period and the number of bills in a billing period.
  In that Order, we noted that these concerns were mere conjecture at the time and directed PECO to monitor the results of its BOSS bill operations and to report certain data on a quarterly basis.
  We also limited PECO’s waiver to two years as that period would allow for a valid assessment of the BOSS bill program.
  As we have similar concerns with UGIED’s manual switching process, we will direct UGIED to monitor the results of its manual switching process and report certain data on a quarterly basis as well.
Specifically, we direct UGIED to provide a report of its monitoring efforts and results to the Commission’s Bureau of Consumer Services, Office of Competitive Market Oversight, I&E, OCA and OSBA beginning three months after UGIED implements the manual switching process and every three months thereafter.  At a minimum, this report shall include the following information:

(1) Total number of customers receiving off-cycle bills and the subsequent short-period on-cycle bill for each month. 

(2) Number of late payments associated with an off-cycle bill and the average number of days late during the reporting period and since implementation of the manual switching process.  

(3) Number of late payments associated with a short-period on-cycle bill and the average number of days late during reporting period and since implementation of the manual switching process. 

(4) Number of customer contacts related to UGIED’s manual switching process during each month. 

(5) Total cost of providing off-cycle bills and subsequent short-period on-cycle bills since implementation of UGIED’s manual switching process.
(6) Efforts to implement an automated three business-day switching rule in conjunction with UGIED’s planned multi-year systems replacement program, including incremental cost estimates associated with the automation of the three business-day switching rule.
(7) Any changes made to improve the implementation of UGIED’s manual switching process over the prior three months.
We expect UGIED to provide one off-cycle switch and one on-cycle switch, if requested, to all customers during a billing period as outlined in its manual switching process during this interim period.  If UGIED experiences an unusual and unanticipated increase in switching such that it may cause a delay in completing off-cycle switches within three business days, it can seek an additional temporary waiver to extend the time period to process such switches.  In addition, while we recognize that UGIED is intending to implement an automated three business-day switching rule in conjunction with its planned multi-year systems replacement program, we expect UGIED to provide more details on that process and its timeline for implementing that process when it seeks an extension to the current temporary waiver that expires on September 15, 2017.
While we understand the costs and effort UGIED must undertake in order to comply with our regulations, our disposition in this instant proceeding is guided by the principle that UGIED’s customers should be afforded the same ability to switch as customers throughout Pennsylvania.  Accelerated switching allows customers to realize the benefits of the competitive retail electric market more quickly, including choosing a supplier that meets their needs in terms of services and potential cost savings.

We again acknowledge UGIED’s efforts to seek relief through this timely filing and we recognize the costs and complexities attendant to implementation of three-business day, off-cycle switching for all EDCs.  We again note our concern about the financial impact of immediate implementation of accelerated switching on UGIED’s customers.  Thus, while we are granting UGIED’s Petition for a waiver of the requirements of 52 Pa. Code §§ 56.2, 56.11 and 57.174, as modified by this Order, we are not issuing a determination as to whether the associated costs or expenses of UGIED’s efforts associated with accelerated switching are reasonable or prudent for purposes of cost recovery with this Order.  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 incurred in implementing accelerated switching in a future base rate filing.  See 44 Pa.B. 3539.

CONCLUSION

After review of UGIED’s March 4, 2015 filing, we find that extending the Petition for a temporary waiver of the requirement in 52 Pa. Code § 57.174 for multiple off-cycle, three-business day switching of metered accounts for the period from December 15, 2014 through September 15, 2015, as described in this Order is in the public interest.  We direct UGIED to implement its proposed manual off-cycle switching process by September 15, 2015, and grant a temporary waiver of the requirements of 52 Pa. Code §§  56.2, 56.11 and 57.174 from the date UGIED implements its manual off-cycle switching process through September 15, 2017.  We also direct UGIED to provide quarterly reports as further delineated in this Order.  We find that extending the temporary waiver of the requirements of 52 Pa. Code §§ 56.2, 56.11 and 57.174 so that UGIED can provide one off-cycle and one on-cycle supplier switch per billing period is in the public interest.  While we are granting UGIED’s Petition for a Waiver as modified by this Order, we are not issuing a determination as to whether the associated costs or expenses of UGIED’s efforts to meet the requirements of 52 Pa. Code §§ 57.174 are reasonable or prudent for purposes of cost recovery. 

THEREFORE,
IT IS ORDERED:

1.
That the Petition of UGI Utilities, Inc. – Electric Division to Defer Implementation of Portions of Revised Standards For Changing a Customer’s Electric Generation Supplier at 52 Pa. Code §§ 57.174 and 57.180, is granted under the terms of this Order for the period of December 15, 2014 through September 15, 2015.  

2. 
That the Petition of UGI Utilities, Inc. – Electric Division to Defer Implementation of Portions of Revised Standards For Changing a Customer’s Electric Generation Supplier at 52 Pa. Code §§ 57.174 and 57.180 and Temporary Waiver of regulations at 52 Pa. Code §§ 56.2 and 56.11 relating to the required number of days and the number of bills in a billing period is granted under the terms of this Order for the period from the date it implements the manual off-cycle switching process through September 15, 2017.
3. 
That UGI Utilities, Inc. – Electric Division is directed to monitor the results of its manual off-cycle switching process to determine if significant customer confusion or payment difficulties result from the implementation of this process.

4. 
That UGI Utilities, Inc. – Electric Division shall provide a report of its monitoring efforts and results as described in this Order to the Commission’s Bureau of Consumer Services, the Office of Competitive Market Oversight, the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, and the Office of Small Business Advocate three months from the date it implements the manual off-cycle switching process and every three months thereafter through the end of the waiver period.
5.
That a copy of this Order be served on the Office of Consumer Advocate, the Office of Small Business Advocate, the Commission’s Bureau of Investigation and Enforcement, and the Office of Competitive Market Oversight.
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BY THE COMMISSION

Rosemary Chiavetta

Secretary

(SEAL)

ORDER ADOPTED:  May 7, 2014 
ORDER ENTERED:   May 7, 2015
� 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.


� See Petition of PECO Energy Company for Temporary Waiver of Regulations Related to the Required Days In a Billing Period, at Docket No. P-2014-2446292.


� See Petition of PECO Energy Company for Temporary Waiver of Regulations Related to the Required Days In a Billing Period, Order, at Docket No. P-2014-2446292 (entered on December 4, 2014) at 14. 


� Id. at 14 and 15.


� Id. at 16.
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