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JOINT MOTION OF CHAIRMAN CAWLEY AND COMMISSIONER PIZZINGRILLI
Before the Commission for consideration and disposition is the Petition of PECO Energy Company (PECO) for Approval of Phase I of its Residential Real Time Pricing (RRTP) Pilot Program.  In this program, PECO proposes to allow 2,000 volunteers to participate in a modified day-ahead locational marginal pricing (LMP) program.  
PECO is to be commended for recognizing the importance of real time and day ahead hourly pricing products to Pennsylvania’s electricity markets.  Implemented and designed properly, these types of innovative pricing proposals are likely to play a key role in helping to energize consumer response to market prices that should reflect the marginal cost of energy in truly competitive markets.  Customer response to these prices should impose a moderating impact on future energy prices as consumers become more aware of their immediate usage and gain familiarity with market prices.
There are doubts, however, as to whether PECO’s proposed program is designed, and can be implemented, properly.  In the case before us, the parties, by settlement, changed the billing from hourly real-time prices to hourly day-ahead prices and agreed to cap the hourly market prices using an arbitrary on-peak summer rate for RT customers, which is currently 12 cents per kWh.  PECO also is asking for approval to socialize the estimated $3.58 million cost of the RRTP program to all residential customers, regardless of participation status, or shopping status.  
The changes by settlement rendered a program of already circumspect merit virtually valueless to consumers.  The benefit of pricing models such as this is the capacity to provide consumers with accurate price signals so as to effect behavioral changes.  Devising such a program has many challenges in the current market, the most imposing of which is designing a service that is likely to provide appropriate incentives for customers to reduce their energy bills while under rate caps.  Unfortunately, the level of current market prices, the large magnitude of PECO capacity charges, ancillary charges, distribution and transmission losses, and gross receipts taxes render any savings very unlikely.  Further suppressing savings is the inability of participants to avoid very high stranded cost charges on PECO’s system.  These stranded cost charges artificially reduce the price to compare (the price of generation and transmission services).  The price to compare is the rate that the RRTP Program must compete against for consumers to save money under this program.  Given the lack of likely savings to RRTP participants still under rate caps, it may be inappropriate to ask residential customers to pay an incremental $3.58 million for this program.  When these infirmities are combined with the settlement concessions, which would further limit the accuracy of the price signals flowing to consumers, it becomes even less clear that we should approve PECO’s Petition.  As an additional note, PECO already has a RT rate schedule that embraces Time-of-Use rates. 
The need for costly studies and analyses should also be justified.  In the case of this RRTP program, the significance of study results would likely be notably altered by the day-ahead price caps, and they may be of questionable benefit.  Lastly, future petitions for similar pricing programs should also explain why shopping customers, and customers that choose not to participate in the RRTP, should subsidize these pricing services.   
The PECO RRTP settlement was filed on August 29, 2008.  Since then, on October 15, 2008, the Governor signed House Bill 2200 into law as Act 129.  Act 129 requires the EDCs to achieve important efficiency and peak demand reduction targets, yet also imposes limits on the amount of money EDCs can seek from customers to achieve those targets.  Accordingly, the Commission must be mindful that all dollars are spent wisely to maximize the ability to achieve these important goals.  
It is not clear that this settlement is in the public interest.  We recognize that the parties could not foresee that Act 129 would be passed shortly after this settlement was filed with us.  Therefore, the parties will be given several alternatives on how to best proceed.  The parties may seek to provide further evidence as to the cost effectiveness of this service during the rate cap period, consistent with the standards of Act 129.  Alternatively, the parties may jointly file an amended settlement that responds to our concerns and which meets the cost effectiveness standards of Act 129.  Lastly, PECO may withdraw the filing at this time and submit a revised proposal as part of its Act 129 compliance filing in July 2009.

 

THEREFORE, we move that:
 
1. Within sixty (60) days of the entry of a Tentative Order, the parties may file comments explaining why the settlement, as proposed, is in the public interest and consistent with the enactment of Act 129 of 2008.  Comments should include rationalization of rate caps and cost socialization and proof of likely participant benefit and cost effectiveness.

2.
In the alternative, the parties may, within sixty (60) days of the entry of a Tentative Order, jointly file an amended settlement which addresses the concerns raised in this motion.  If an amended settlement is filed, the matter shall be remanded to the Office of Administrative Law Judge for such further proceedings as deemed necessary to culminate in the issuance of a recommended decision on remand.
3.
Within sixty (60) days of the entry of a Tentative Order, PECO may withdraw the filing and submit a revised proposal as part of its Act 129 compliance filing in July 2009.
4.
If the parties fail to act consistent with the above alternatives, the Recommended Decision be reversed and the Joint Petition for Settlement be denied.  

5.
The Office of Special Assistants draft an appropriate Tentative Order consistent with this motion.
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