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ORDER

BY THE COMMISSION,
          On February 15, 2002, PPL Electric Utilities Corporation (“PPL”) filed Supplement No. 23 to Tariff Electric-Pa. P.U.C. No. 201 to become effective April 16, 2002.  The filing proposes a Demand Side Response (“DSR”) Rider - Residential to implement a residential DSR Pilot Program for a period of three (3) years.  The proposed Rider will provide eligible residential customers with an opportunity to shift energy usage away from the peak demand hours that can occur during the summer months when wholesale electricity prices are high.

          Under the Electricity Generation Customer Choice and Competition Act, 66 Pa. C.S. §2801, et seq., rates for most customers of each major Pennsylvania electric distribution company (“EDC”) are set at a rate cap level throughout the EDC’s transition period.  Thus, these customers experience only the levelized retail electric service rates on file with the Public Utility Commission.  They are not exposed to competitive market rates which can vary significantly over time.  Because these customers are not affected by the market price for electricity, they do not have an incentive to respond to changes in supply and market price by adjusting their load requirements.  For this reason, demand-side responses to supply shortages and market price increases may be less evident than would otherwise be expected.

          Under the proposed DSR Rider, currently effective rates for Capacity and Energy set forth in PPL’s Residential Service Rate Schedule (“Rate Schedule RS”) will be adjusted for seasonal and time-of-day usage as follows:

· Higher rates will be charged during on-peak hours in the four-month PJM summer peak load period (June, July, August and September).

· Lower rates will be charged during off-peak hours in the four-month PJM summer peak load period (June, July, August and September).

· Rates during the summer peak load period will be levelized, cent-per-KWH prices - a single flat price for on-peak and a single flat price for off-peak usage.  Rates for all other months will be the then effective, unbundled rates set forth in Rate Schedule RS.

· On-peak hours will be noon to 7 p.m., weekdays only, excluding certain holidays.  Off-peak hours will be all other hours.

· Summer rates and on-peak hours will be reviewed annually; any proposed changes will be filed with the Commission for review and approval.

          All other provisions of PPL’s Tariff, including all charges under Rate Schedule RS, other than Capacity and Energy Charges, will remain in effect for customers taking service under the DSR Rider.

          PPL plans to provide consumer education to targeted customers explaining how they can take advantage of the Rider with their existing equipment or new equipment.  Devices such as programmable thermostats, water heater timers, and timers on swimming pool equipment could help customers take advantage of the Rider and reduce demand during the four-month PJM summer peak load period.

          PPL states that the proposed DSR pilot program will have a term of three (3) years to allow for customer enrollment, data collection and assessment of program results.

          The proposed experimental DSR Rider will provide for the voluntary participation of eligible existing and new residential customers, currently served under Rate Schedule RS.  Eligible customers must have a monthly energy usage of 1000 KWH or greater during each of the months of June, July, August and September.  Eligible customers must receive Basic Utility Supply Service as defined in Rule 1 of the Company’s Tariff.  This service includes charges for purchasing electric capacity (KW) and energy (KWH) from PPL.

          Eligibility will be limited to customers who have an automatic meter reading (“AMR”) device installed pursuant to PPL’s deployment of AMR devices across its system.  PPL plans to deploy AMR metering to approximately 22,000 residential customers in the Allentown/Bethlehem area by the summer of 2002.  Of this number, about 5,000 customers have monthly energy usage of 1000 KWH or greater during each of the months of June, July, August and September.  The AMR metering deployment throughout PPL’s service territory is expected to be completed over a three-year period.  PPL plans to assess the feasibility of expanding the pilot program to additional eligible customers at each anniversary of the effective date of the DSR Rider.

          PPL states that eligible customers may not receive Off-Peak Water Heating or Separate Water Heating Service under Rate Schedule RS.  Also, budget billing will not be available to customers receiving service under the DSR Rider.  PPL believes that budget billing would tend to mask the price signals that the DSR Rider is designed to provide.

          PPL plans to select up to 200 eligible customers on a first-come, first-serve basis to participate in the pilot program.  Participation will commence at the beginning of the participating customer’s first billing cycle on or after June 1, 2002.  Electric service under the residential demand side response pilot program will continue in effect until September 30, 2004.  Customers who participate in the program may elect, prior to September 30, 2004, to leave the program.  Those customers will return to standard service year-round under Rate Schedule RS.  They will not be permitted to rejoin the pilot.  If any participating customers terminate participation prior to the end in the pilot program,  PPL will select annually, prior to the start of the second and third summers, additional eligible customers to participate, until there are 200 eligible customers participating.

          PPL avers that the proposed DSR Rider is designed to meet the Commission’s objective of developing programs that reduce summer peak demand and wholesale electricity prices by direct customer action.  PPL believes that it’s proposed pilot program has three additional advantages.  These advantages are: (1) permitting customers to have complete freedom to participate; (2) providing cost signals which promote load reductions and can produce savings for customers; and (3) providing customers with more flexibility to achieve load reductions through means other than central climate control.


On April 3, 2002, The Office of Consumer Advocate (“OCA”) filed Comments to PPL’s Supplement No. 23 filing.  The OCA identified a few concerns with the structure of the program design that may reduce the effectiveness of the program.  The OCA is concerned that this new program may not add significantly to the amount of DSR for residential customers and may not adequately represent the value or potential of DSR for small customers.


The OCA’s concerns are as follows:

· Pricing Structure/Cost Benefit:  The pricing design is based on the typical load profile of a residential Rate RS customer.  The load profile, however, is only an average.  Those customers with more on-peak energy usage will be at risk for increased bills if they are unable to shift significant usage to the off-peak period.  Those customers whose on-peak usage is already less than the average load profile would receive some savings for taking no further responsive action.

· New Technologies:  PPL’s program does not contemplate the use of Smart Thermostats or any other form of advanced technology.

· Consumer Education:  Due to the potential that customers could pay significantly more if they use energy differently than the typical load profile, participants must be fully educated and informed so that they clearly understand whether they have the capability to benefit from this program and whether new equipment will be required to secure these benefits.

· Program Design:  PPL has limited the time-of-day feature to the summer months and has limited the program size to 200 residential customers.  The OCA questions whether this design will provide sufficient data for evaluation of the program.  Also, PPL has eliminated budget billing for this group of customers stating that it is inconsistent with the price signal that the rate sends to the customer.  The OCA questions whether budget billing should be eliminated.  There are mechanisms that can effectively communicate the price signal and savings to customers other than eliminating budget billing.  Such as including a bill message stating the savings over the regular residential rate, and showing the charges on the bill compared to the regular residential rate.

· Program Evaluation:  A detailed plan of evaluation is needed to measure the effectiveness of the program.

          

On April 8, 2002, PPL filed Responses to the OCA’s  Comments.  PPL responds as follows:

· Pricing Structure/Cost Benefit Analysis:  PPL recognizes the OCA’s concerns and is seeking ways to assure that those who choose to participate have a reasonable chance of achieving savings. PPL does plan to follow the OCA’s suggestion and will include educational materials in its solicitation package that will caution customers and allow them to assess their likelihood of achieving savings.  PPL intends to review these materials with the OCA and others.

· New Technologies:  PPL believes that this pilot does involve advanced technology - automated meter reading, and the availability of time-differentiated usage information and bills to customers.  PPL agrees that its pilot does not require the installation of specific technologies on the customers’ premises, but it does not preclude the installation of technologies that the customer may find beneficial.  PPL agrees to address this issue with the OCA.

· Consumer Education:  PPL agrees that educational materials are an essential element of this effort - not only to gain customer acceptance and participation, but, importantly, to assure that participants have a reasonable chance of achieving savings.  PPL is currently developing these materials.  PPL intends to review the completed materials with the OCA, and the Bureau of Consumer Services (“BCS”).  PPL also suggests that it review the materials with the Public Utility Commission (“PUC”) Office of Communications as the representative of the Demand Side Response (“DSR”) Working Group.

· Program Design - Seasonal Design:  PPL states that it considered a program that would have been in effect year-round, however, it concluded that a summer-only pilot would be appropriate.  This pilot is a first step in testing residential customer understanding and acceptance of price response programs.  A year-round program may be an appropriate future step and the experience gained in a summer-only program will be valuable to the design of a successful year-round program.

· Program Design - Pilot Size:  PPL proposed a limited pilot program participation (of 200 customers) in anticipation of potential problems with administration, billing, and the new automated meter reading system.  Also, it’s proposed pilot is consistent with the sizes of the Allegheny Energy and PECO Energy Smart Thermostat pilots conducted in 2001.  PPL states in the filing that it will assess the feasibility of expanding the pilot program to additional eligible customers.  PPL is willing to discuss the pilot size issue with the OCA in the context of program evaluation.

· Program Design - Budget Billing:  PPL states that in light of the OCA’s concern, as well as other factors, PPL proposes to modify its compliance filing of Supplement No. 23 to permit customers participating in the pilot to continue participation in budget billing.  PPL proposes to separately track and evaluate the performance of pilot participants, who also participate in budget billing, in order to identify any differences in the performance of that group in comparison to those who do not participate in budget billing.  The bills of budget billing participants do show current charges that will reflect actual charges under the pilot program’s pricing structure independent of the budget billing amount.

· Program Evaluation:  PPL believes that this pilot presents a unique opportunity to assess customer acceptance of time-of-use rates and agrees with the OCA that it is desirable to develop a plan for making that assessment.  PPL has been working to develop such a plan and will contact the OCA to meet to review the elements of the plan.


In conclusion, PPL proposes to modify its compliance filing of 

Supplement No. 23 to reflect that participants in the pilot can participate in budget billing.  Also, PPL commits to a review of participant solicitation and education material with the OCA, the BCS and the PUC Communications Office.  Finally, PPL commits to contacting the OCA to schedule a meeting to review PPL’s plans to evaluate the results of the pilot program.



Upon our review of Supplement No. 23, it does not appear to be unlawful, unjust, unreasonable, or contrary to the public interest.  Therefore, we shall permit the proposed filing to become effective.  However, approval of this filing does not constitute a determination that this filing is lawful, just, or reasonable, but only that further investigation or suspension does not appear to be warranted at this time.  THEREFORE,


IT IS ORDERED:


1. That Supplement No. 23 to Tariff Electric-Pa. P.U.C. No. 201 is hereby allowed to become effective on April 16, 2002.



2.  That this Order is without prejudice to any formal complaints 

timely filed against the proposed Tariff.



3.  That this proceeding at Docket No. R-00027175 be closed.


BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:   April 11, 2002

ORDER ENTERED:   April 11, 2002
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