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FINAL ORDER

BY THE COMMISSION


On December 28, 2007, Pike County Light & Power Company (“Pike” or “the Company”) filed the above-captioned consumer education plan pursuant to the Commission’s May 10, 2007, Final Order at Docket No. M-00061957 (entered on May 17, 2007).  On July 17, 2008, the Commission adopted a Tentative Order (entered July 18, 2008) tentatively approving Pike’s plan and requesting public comments.  Several comments have been received and the Commission has reviewed these comments and now issues this Final Order.
I.  Introduction and Background

On May 10, 2007, the Commission adopted a Final Order at Docket No. M-00061957 (entered on May 17, 2007) regarding policies to mitigate potential electricity price increases that follow the expiration of generation rate caps.  In that Final Order, the Commission directed all electric distribution companies (“EDCs”) to prepare and file a consumer education plan by December 31, 2007, for Commission review and approval.  The Commission directed that the plans document programs and an implementation schedule to communicate the following Energy Education Standards to customers:
1. The generation component of retail electric rates charged to customers by electric utilities has been capped since 1996, and that the cap for that customer’s service territory will expire on ______ (as per territory).
2. The rate charged for generation service will change after the rate cap expires, and may significantly increase.

3. Customers can take certain steps before the expiration of the rate cap, and other steps at the time the rate caps expire, that may help them control the size of their electric bills.

4. Customers can control the size of their electric bills through energy efficiency, conservation and demand side response measures. Customers can benefit from utilizing these measures now, even if the rate cap is still in effect where they reside.

5. Cost-effective energy efficiency, conservation and demand side response programs and technologies have been identified and information about them is readily available.

6. Customers may reduce the size of their electric bills, or receive service options more suited to their needs, by purchasing generation service from an alternative electric generation supplier.  

7. Current information that will allow customers to make informed choices about competitive generation alternatives is readily available.  In territories where there are not competitive offerings currently, more choices may be available once rate caps expire.

8. Programs exist to help low income customers maintain their utility service, and information about them is readily available.

The education plans are to be in effect for at least five years, at which point the transition to market prices for all territories is anticipated to be complete.  For those EDCs in service territories where rate caps have already expired, the Commission directed that the education plans focus on practical steps customers can take to reduce their electric bills through energy conservation, retail choice and low-income programs.  The Commission further directed that the education plans include a proposed budget and a specific cost-recovery mechanism.  Generation rate caps for Pike County Light & Power expired in 2006. 
In a December 11, 2007, Secretarial Letter, EDCs were encouraged to note how the results of its outreach will be measured to ascertain whether tactics and information used are effective, and to ensure funds are spent in a cost-effective manner.  In this Secretarial Letter, the Commission explained the process it would follow in its review of the plans.  Specifically, the Commission explained that it would issue a Tentative Order approving, rejecting or modifying each plan, after which, the EDC and interested parties would have the opportunity to file comments or request an evidentiary hearing.  If no comments or petitions were filed, the Tentative Order would become final.  If comments or petitions were filed, the Commission would consider each comment and issue a Final Order or refer the matter to the Office of Administrative Law Judge for hearings.

On December 28, 2007, Pike filed its consumer education plan with the Commission and served copies on the Office of Consumer Advocate, Office of Small Business Advocate, and the Office of Trial Staff.  The Pike County Light & Power Company’s Consumer Education Plan for 2008-2012 has been available on the Commission’s Web site at http://www.puc.state.pa.us/electric/pdf/PriceMitigation/EDC_Plan-Pike.pdf.  The Company also filed an amendment to its plan on July 9, 2008 (received July 10, 2008).
  
II. Discussion
Comments to the Tentative Order


On July 17, 2008, the Commission adopted a Tentative Order which tentatively approved Pike’s plan and opened a 30 day public comment period.
  Comments were filed by the Office of Consumer Advocate (“OCA”) and the Office of Small Business Advocate (“OSBA”).  Each of these parties provided comments addressing different aspects of Pike’s Plan.  For that reason, we will address the parties’ filed comments separately in this section.

The OCA commented specifically on the Company’s recovery of incremental costs to the extent that Pike may already be recovering the costs of some elements in its proposed plan.  Noted elements include existing messaging associated with the customer's right to choose an Electric Generation Supplier, Pike’s newsletter, bill inserts, news releases, direct mail, flyers, handouts, advertising, participation in community events and communication mechanisms.  The Commission agrees that only incremental costs associated with this plan are open to cost recovery and notes that as with any other rate filing, anyone can file a complaint or a petition challenging Pike’s petition for a rider within the 60-day notice period.  
In addition, the OCA also disagreed with allowing the Company to recover $4,000 for promotions relating to the opening of its customer service center.  The Commission agrees with the OCA’s objections in this matter to the extent that the Company is promoting its own brand value through the advertising.  Cost recovery under this proceeding is strictly for customer education regarding the eight Education Standards and not for brand promotion.  Pike is cautioned from seeking cost recovery for materials that only serve to promote the Company’s image.  While the opening of the customer service center is an opportune time to spread the energy conservation message to a large swath of consumers, the Commission will not approve cost recovery that merely serves to promote the center’s opening.

The OSBA’s comments focused on Pike’s proposed cost recovery mechanism, POLR Plan and cost allocation.  Regarding Pike’s proposed cost recovery mechanism, the OSBA noted its objection to the use of the System Benefits Charge as OSBA plans to challenge Pike’s use of this charge in the company’s pending rate case at Docket No. R-2008-2046518.  At this time, the Commission will approve Pike’s use of its System Benefits Charge as an appropriate mechanism for cost recovery under this proceeding, to the extent that the Company follows the requirements of this Final Order when making its filings.  The rate case proceeding is a better forum to debate the merits of the Company’s use of a System Benefits Charge to recover any costs.  If, as a result of the outcome of the rate case proceeding, the System Benefits Charge is eliminated, or significantly altered in such a way as to affect the Company’s recovery of consumer education costs under this proceeding, the Company must submit a new cost recovery mechanism for approval.   

The OSBA then commented on the effect that the outcome of Pike’s current Petition for Approval of its Default Service Implementation Plan (Docket No. P-2008-2044561) would have on its education efforts.  Specifically, the OSBA cited the issue of the status of Pike’s aggregation program and affected ratepayers as well as the fact that the procurement plan for the period covered by the education plan has not yet been approved by the Commission.   The OSBA requested that the Commission hold Pike’s Consumer Education Plan in abeyance until its POLR proceeding is resolved or direct the Company to change its Plan to reflect the outcome of the proceeding.  The Commission feels that it is important for all of the electric distribution companies to roll out their education plans a quickly as possible for maximum consumer benefit.  It is especially important to not delay the conservation message in a service territory that has seen significant price increases.  The Commission is cognizant of the fact that there may be numerous legislative, legal and regulatory changes over the next five years that will have an affect on all electric distribution companies’ education efforts that will require these plans to evolve accordingly.  Maintaining updated and cohesive messaging is one of the primary purposes of the education materials review process, which is detailed in the Conclusion of this Final Order.  Additionally, Default Service education, and cost recovery for that education, is specifically a part of the Default Service proceedings and is not a part of this education proceeding.  Therefore, the Commission will not adopt the OSBA’s recommendation to hold Pike’s plan in abeyance until the outcome of its POLR proceeding.

Finally, the OSBA sought clarification regarding cost allocation.  The Commission agrees with both of the OSBA’s points: “(1) Pike’s education costs should be allocated to the particular customer class receiving the benefits from the education provided; and (2) the education costs that apply to all Pike’s customers should be allocated by using the number of customers in each class rather than using the classes’ energy consumption levels as the allocator.”
  The appropriate clarifications have been made in the Cost Recovery section of this Order.
Compliance with the May 10, 2007, Final Order Education Standards


Based on our review of Pike’s consumer education plan, and the comments provided by the OCA and the OSBA, this Commission finds that Pike’s plan, as modified by this Order, substantially applies the Education Standards required by the May 10, 2007, Final Order at Docket No. M-00061957 (entered on May 17, 2007).   

Pike’s generation rate cap for 4,500 customers expired in 2006.  Therefore, as indicated by the May 17, 2007, Final Order, it is not necessary for Pike County to disseminate information regarding the first three Educational Standards that relate to the realities and potential affects of rate cap removal.  Pike asserts that it has already been successfully communicating electric choice and energy conservation messages in 2006 and 2007.  Pike proposes building on these programs in 2008 and beyond.  
Specifically, Pike proposes creating a Community Advisory Council that would initiate dialogue between the Company and representatives of the various segments of its customer base.  Such a council would provide a forum for receiving and answering customer questions and complaints regarding rates, services and billing.  Pike also proposes creating a full service walk-in Customer Service Center for customers in 2008.  This center would also be used to build linkages between the company and the community by providing face‑to‑face communication regarding rates, services, billing and payment options, and programs for low-income customers.  Pike also proposes positioning itself as a source of credible and practical information on energy efficiency measures for customers to utilize to reduce their electric usage and save money.  Pike proposes using newspaper, radio, and cable TV, as well as, its newsletter and bill inserts to provide this information.  It also proposes providing free energy management workshops for both business and residential customers, as well as, participating in trade shows and fairs.

While we approve Pike’s education plan, we remind Pike that its communications to its customers under this consumer education plan should further the Commission's eight enumerated Energy Education Standards, as appropriate for the phase being implemented.  It is important that customers be informed of options available to them to control their bills.  We caution Pike that its customer-funded consumer education plan is not intended to provide a means for the communication of opinions concerning the reasons for any increased rates for generation service.


In its May 17, 2007, Final Order, the Commission also encouraged EDCs to focus their efforts to reach more vulnerable portions of their customer base by providing outreach to the following customer base segments:

· Residential energy customers

· African-American and Latino markets

· Senior citizens

· People in the households responsible for reviewing and paying utility bills

· Low-income households
· Rural households

· School-aged children

· Small business customers

Pike proposes utilizing bill inserts, customer newsletters, local newspapers, radio, television and bill inserts to inform senior citizens, low-income households and payment troubled customers of payment assistance programs.  For small businesses, Pike proposes participating in activities and events sponsored by the Pike County Chamber of Commerce and the Tri-County Chamber of Commerce to answer questions and provide information about rates, supply options and energy efficiency measures.  Pike’s proposed free energy management workshops and participation in trade shows would also benefit small business customers.  

Many of Pike’s proposed programs were recently approved by the Commission in a settlement of County of Pike, et al. v. Pike County Light & Power Company (Docket No. C-20065942).  This settlement approved the creation of a Community Advisory Council, Company participation in the Pike County Chamber of Commerce and Tri County Chamber of Commerce, creation of a customer service center, increased United Way contributions, annual energy conservation seminars, and renewed efforts to publicize LIHEAP funding.  Pike proposes increasing its contributions to local United Way agencies by $4,000 annually, pursuant to the approved settlement.  Pike asserts that this will assist customers in need.  The Commission encourages Pike to continue to educate its customers about resources available to low‑income households and senior citizens through its partnership with the United Way, rather than merely promoting the relationship as a public relations tool for the Company.  Pike is cautioned against using its customer-funded consumer education plan to promote its own brand value, or to promote the Company.  
III. Program Budgets


In its Final Order, the Commission recognized that there were great differences in the size and load profiles in each service territory and declined to recommend a specific education budget level to be used by each company.  As such, the Commission asked each EDC to propose a budget that would adequately address the Commission established Energy Education Standards within its service territory.  Pike was asked to provide a budget of projected costs for the entirety of the campaign (2008-2012) in the Commission’s Final Order (Docket No. M-00061957) and was asked to provide further specifics in a staff inquiry, sent by the Office of Communications.
  After an additional communication with the Company on July 2, 2008, Pike filed an amendment to its plan on July 10, 2008, which provided a proposed budget and cost recovery mechanism.  

Pike proposes spending $20,000 on its plan in 2008 and then $15,000, per annum, from 2009-12.  The higher amount in 2008 includes $4,000 for promotion of the Company’s new customer service center.  As discussed above, The Commission agrees with the OCA’s objections in this matter to the extent that the company is promoting its own brand value by promoting the new customer service center.  Therefore, the $4,000 expense for promotion is not approved for recovery under this proceeding and effectively reduces Pike’s 2008 budget total from $20,000 to $16,000.  As previously noted, the Commission recognizes that many of the elements of the Company’s proposed education campaign were included and approved in the recent settlement in the matter of County of Pike, et al. v. Pike County Light & Power Company (Docket No. C-20065942).  

IV. Cost Recovery Mechanism


In the Final Order, the Commission asked each EDC to propose a specific cost-recovery mechanism as an element of their filing.  Pike did not file a proposed cost recovery mechanism in its submitted plan.  In response to the inquiry sent by the Office of Communications regarding cost recovery, Pike reiterated that it does not currently provide specifically for consumer education in their cost recovery and has not proposed a cost recovery mechanism.  In its July 10 amendment, the Company proposed that a Customer Outreach and Education Plan Cost Recovery component be added to its existing System Benefits Charge.  Pike indicates that the new component will be fully reconciled annually in accordance with Section 1307(e) of the Pennsylvania Public Utility Code.  The reconciliation filings will be made by January 31 of each year, with new rates becoming effective on April 1.

In its initial and subsequent tariff filings, Pike is directed to identify specifically which costs will be recovered (by customer and cost category and FERC account number including the specific sub-account(s) used to recover consumer education costs only) under the mechanism proposed and how the charge will be calculated.  Also, a reconciliation statement, subject to audit, must be filed annually.  Costs will be allocated to the appropriate customer class that receives benefit from the education provided and by using the number of customers in each class.  Pike may only apply for recovery of new costs relating to this education plan.  Existing programs, whose costs are already being recovered, and default service education may not be included for additional cost recovery.  Also, costs related to communications that promote Pike’s own brand value will not be recoverable under this proceeding.  As with any other rate filing, anyone can file a complaint or petition challenging Pike’s petition for a rider within the 60 day notice period.
V. Conclusion 


In light of the analysis above, the Commission finds that Pike County Light & Power Company’s consumer education plan, as modified by this Final Order, complies with the requirements of the May 10, 2007, Final Order at Docket No. M-00061957 (entered on May 17, 2007).  The Commission directs Pike to send draft copies of all plan-related education materials to the Office of Communications in sufficient time prior to material finalization to coordinate Commission review and potential input.  Additionally, Pike is directed to send draft copies to the Office of Consumer Advocate and the Office of Small Business Advocate for their input to the Commission.  OCA and OSBA are to provide any comments to the Commission and Pike within one week of their receipt of materials.  The Commission will review input from OCA and OSBA and provide compiled recommendations to Pike, within a reasonable and timely manner.  Finally, Commission approval of this Plan does not limit the Commission’s ability to consider future changes based on evaluation findings and informal complaint data; THEREFORE, 

IT IS ORDERED:

1.
That the Pike County Light & Power Company’s consumer education plan for 2008-2012 is approved as modified by this Final Order.


2.
That the Secretary serves a copy of this Final Order upon Pike County Light & Power, the Office of Consumer Advocate, the Office of Small Business Advocate, the Office of Trial Staff, and all parties that filed comments under this Docket.

3.
That within 30 days of the entry of this Final Order, Pike County Light & Power file an initial surcharge tariff rider and proposed rate for approval, to be effective after Commission approval and upon 60 days notice.  Pike is further directed to include the following in its initial tariff rider filing: identity of specific costs to be recovered by customer and cost category and FERC account number including the specific sub-account(s) used to recover consumer education costs only; and an explanation of how the charge will be calculated.  A reconciliation statement is to be filed annually and subject to audit.  Furthermore the tariff rider may only include recovery of new costs relating to this education plan.  Existing programs, whose costs are already being recovered, and default service education may not be included for additional cost recovery.  Also, costs related to communications that promote the Company’s own brand value will not be recoverable under this proceeding.  Finally, costs are to be allocated to the appropriate customer class that receives the benefit from the education provided, by using the number of customers in each class.

4.
That Pike County Light & Power send draft copies of all plan-related education materials to the Office of Communications to coordinate Commission review and potential input.  Pike is also directed to send copies of education materials to the Office of Consumer Advocate and the Office of Small Business Advocate.  OCA and OSBA are directed to supply any comments to the Office of Communications and Pike within one week of receipt of the materials from the Company.  The Commission will review input from OCA and OSBA and provide compiled recommendations to Pike in a reasonable and timely manner, so that the messages will conform with those of the statewide education effort.

BY THE COMMISSION,







James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  
September 11, 2008
ORDER ENTERED:  
September 16, 2008
� Pike’s amendment can be found at http://www.puc.state.pa.us/electric/pdf/PriceMitigation/EDC_Plan-Pike_BCRA.pdf


� This Tentative Order was entered on July 18, 2008.


� See OSBA Comments at 4.


� Pike’s response to the staff inquiry can be found on the Commission’s website at http://www.puc.state.pa.us/electric/pdf/PriceMitigation/EDC_Plan-Pike_SI.pdf.
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