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ORDER

BY THE COMMISSION:


On September 11, 2008, PPL Electric Utilities Corporation (“PPL Electric” or the “Company”) filed Supplement No. 65 to Tariff Electric – Pa. P.U.C. No. 201 (“Supplement No. 65”) to become effective November 15, 2008.  On November 13, 21008, PPL Electric postponed the effective date until December 5, 2008.  Copies of this filing were served on our Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, and all parties that participated in PPL Electric’s recent Time-of-Use Collaborative (Docket No. R-00072155).  Two of those parties submitted a Notice of Intervention, Comments, and Public Statement in support of the Supplement.  These are addressed below. 

The purpose of the filing is to implement an experimental Year-Round Demand Side Response (“DSR”) rate for residential customers.  The objective of the Year-Round DSR Rate is to enable customers to shift electricity usage from on-peak periods, when wholesale electricity demands and prices are higher, to off-peak periods, when demand and prices are lower, thereby reducing the demand on generation resources and provide customers with the opportunity to reduce their electric bill.  PPL Electric states that the proposed Year-Round DSR Rate builds upon PPL Electric’s successful summertime residential DSR pilot program, which was approved by the Commission at Docket No. R- 00027175, by providing a year-round alternative for customers.  PPL Electric requests the Commission to permit Supplement No. 65 to become effective for services rendered on or after November 15, 2008.


PPL Electric states that under the proposed Year-Round DSR Rate, charges for Distribution service, Transmission service, the Competitive Transition Charge, and the Intangible Transition Charge will be identical to charges effective for Rate Schedule RS, as those charges may change from time-to-time.  The charges for Capacity and Energy will reflect seasonality and time-of-use as follows:

· Separate on-peak and off-peak periods, and associated rates, will be established for two seasons: one consisting of the traditional summer months (i.e., June, July, August, and September) and the other consisting of all other “non-summer” months (i.e., October through May, inclusive).  Customers will participate in accordance with their billing cycle and not calendar months.  The summer season will begin with bills rendered during the period mid-May to mid-June and will end with bills rendered during the period mid-September through mid-October.  The non-summer season will begin with bills rendered during the period mid-September through mid-October and will end with bills rendered during the period mid-May to mid-June.  

· Summer on-peak hours will be 11:00AM to 6:00 PM, weekdays only, excluding certain holidays.  Summer off-peak hours will be all other hours.

Non-summer on-peak hours will be 6:00 PM to 8:00 PM, weekdays only, excluding certain holidays.  Non-summer off-peak hours will be all other hours.
· Higher rates will be charged during on-peak hours and lower rates will be charged during off-peak hours.  As described below, the on-peak and off-peak rates generally reflect an unbundling of the existing capped generation rates and market forecasts for energy and capacity.  On-peak and off-peak rates for both the summer and non-summer periods will be on a flat cent per kwh basis.   All other provisions of PPL Electric’s retail tariff will remain in effect for customers taking service under the Year-Round DSR Rate. 



PPL Electric states that this proposed experimental rate program is intended to test customer acceptance, customer education needs, and enrollment and billing logistics.  This information will be reflected in PPL Electric’s filing of a proposal with the Commission to implement a permanent time-of-use rate(s) to be effective for service on and after January 1, 2010.  Accordingly, PPL Electric proposes that this experimental rate program expire on December 31, 2009.  Customers taking service under this experimental rate program will be specifically offered the opportunity to participate in the permanent version(s).

According to PPL Electric, the proposed Year-Round DSR Rate will provide for voluntary participation in a demand-side response pilot program by eligible existing and new residential customers, who are served under Rate Schedule RS. Customers served under Rate Schedules RTS(R) and RTD(R) may participate in the program by accepting service under Rate Schedule RS.
To participate in the program, eligible customers must take Basic Utility Supply Service (“BUSS) from PPL Electric, as defined in Rule I of the Company’s tariff. This service includes the purchase of electric capacity (KW) and energy (KWH) from PPL Electric.  Customers on budget billing and customers with payment arrangements will be eligible to participate.  However, customers served under the Off-Peak Water Heating or Separate Water Heating Service provisions of Rate Schedule RS will not be eligible.   Customers participating in the Company’s “On Track” program will not be eligible.   Finally, eligible customers must apply to PPL Electric to participate in the Year-Round DSR Rate.  The Company will select, on a first-come, first-served basis, up to 1,200 eligible customers to participate in the program.

Also according to PPL Electric, participation will commence at the beginning of the participating customer’s first billing cycle on or after November 15, 2008.  Electric service under the Year-Round DSR Rate will continue until the customer notifies the Company of his/her intent to leave the program or until December 31, 2009.  A customer leaving the program prior to December 31, 2009 will return to service under his/her applicable Rate Schedule.  Customers who continue participation in the program will be notified in the fall of 2009 of the opportunity to participate in the permanent version(s) of this program, which the Company expects to file in 2009 to be effective for service on and after January 1, 2010.




To solicit, enroll and educate customers for the program PPL Electric plans to follow the approach used in its summertime residential DSR pilot by establishing a list of eligible customers for the program.  In order to manage enrollments, telephone volumes and reduce the risk of having to turn away interested customers, PPL Electric will randomly separate the total population into weekly mailings of 1,000 customers. Those weekly mailings will continue until 1,200 customers have volunteered to participate; at that time, PPL Electric will cease the mailings. The size and frequency of the weekly mailings is designed to achieve 1,200 participants, while minimizing the exposure to over-solicitation and the need to turn away customers.


PPL Electric states that the mailings will consist of a letter introducing the program and describing how to enroll, and a brochure describing the program and how it may benefit customers.  The brochure will be patterned after the brochure used to solicit participants for the summertime residential DSR pilot.  The brochure will explain to customers how they can take advantage of the program by simply making changes in when they use electricity.  The brochure will provide customers with estimates of the value of different actions they may take so that they can assess their potential to achieve savings.

Also, participants will have available to them a website dedicated to the program, which will include a description of the program, eligibility requirements, enrollment information, a bill calculator, and other appropriate links and information.  The bill calculator allows customers to input their monthly usage and calculate what their bill would have been on Rate Schedule RS.  In this way, participants can determine their savings.  In addition, the Company is working to develop an e-mail facility that can alert customers to changes in their energy use and provide energy saving reminders.  The Company plans to pilot this service with participants in the Year-Round DSR Rate by automatically sending them a calculation of their savings each month.  In the event that the customer has not achieved any savings, the e-mail will provide reminders of actions the customer can take to save money.  Among the links that will be provided is a link to the Company’s Energy Analyzer website.  On that website, participants will be able to analyze their energy use and the benefits associated with their energy use choices.  Through this application, they also will have access to their historical hourly use so that they can see their actual on-peak and off-peak usage, and gain a better understanding of how to take advantage of the program.

PPL Electric states that pricing for the on-peak and off-peak periods was established by “arithmetically unbundling” the capped generation rate using customer load shapes obtained through load research.  Summer and non-summer load shapes for all customers served on Rate Schedule RS were analyzed to determine the current percentages of on-peak usage and off-peak usage for the theoretical average customer.  On-peak and off-peak rates were then established to meet two objectives.  First, the on-peak and off-peak rates should be set so that those rates, when multiplied by the typical on-peak and off-peak usage, produce the same bill amount for an average customer as would be produced by applying the capped rate blocks for Energy and Capacity to current average use.  Second, the on-peak and off-peak rates should reflect a differential similar to forecasts of the market price of on-peak and off-peak energy.  The result is a set of summer and non-summer on-peak and off-peak rates that reflect forward forecasts of the difference between on-peak and off-peak rates in 2010 and produce the same bill amount as the capped rate blocks at a usage of about 1,000 kwh/month in each summer and non-summer month.  The calculated rates are:

  
Summer:
On-peak:   
7.8 cts. per kwh
     Off-peak:
    4,7 cts. per kwh


Non-Summer:
On-peak:
   7.0 cts. per kwh
     Off-peak:
    5.1 cts. per kwh



Although these rates are consistent with forward forecasts, the Company is concerned that rate differentials of only 3.1 cents/kwh and 1.9 cents/kwh in the summer and non-summer months, respectively, may not be large enough to entice customers to shift load.  Based on this concern, the Company is proposing to modify the calculated rates shown above by reducing the off-peak prices by an additional one-half cent per kwh and increasing the on-peak-prices by an additional one-half cent per kwh.  This modification will accomplish two objectives.  First, it will increase the on-peak/off-peak differentials, thereby providing additional incentive for shifting load to off-peak periods.  Second, the lower off-peak price will provide customers with additional savings on all off-peak kwh which should provide customers a reasonable opportunity to save money relative to capped rates.  Conversely, increasing the on-peak rates will increase the penalty for a customer who does not shift usage.  


On balance, however, the net effect of the revised rates on an average customer with an average load shape is an estimated savings of approximately $50 over a year of participation.  The modified rates are:



Summer:       
 On-peak:  
 8.3 cts. per kwh     Off-peak:   4.2 cts. per kwh



Non-Summer:
 On-peak:    7.5 cts. per kwh    Off-peak:   4.6 cts. per kwh These rates are set forth in Supplement No. 65.

PPL Electric states that because the savings that customers can achieve are affected by the declining block nature of existing rates, customers who use more than 1,000 kwh/month and have an average load shape will need to shift some usage to off-peak periods to reach a “break even” with capped rates.  They will, however, be able to achieve actual savings by additional usage shifting.  This is the same circumstance which exists with the summertime residential DSR pilot and, as in the case of the summertime residential DSR pilot, the Company’s solicitation mailings will include information enabling customers to estimate the amount of load shifting required to break even. Customers then can make an informed decision as to whether to participate.  However, the off-peak rates in the existing summertime pilot, which were designed from market prices in 2002, are much lower than the rates that result today and afford a greater opportunity for customers to reach break even and then achieve savings.



Conversely, customers who use less than 1,000 kwh/month, have an average load shape, and participate in the program actually will reduce their bills slightly without the need to shift usage to off-peak periods.  Those customers can achieve additional savings by shifting loads to off-peak periods.

Because the capped rates increase in each year (offset by equal decreases in stranded cost recovery to comply with the generation rate cap), the on-peak and off-peak rates for 2008 and 2009 should be slightly different.  However, because the proposed program will include only one and a half months of 2008, the Company proposes to provide only one set of rates that will reflect an unbundling of 2009 capped rates.  The Company anticipates that the permanent version(s) of this program, which it expects to file to be effective in 2010, will reflect forward market forecasts for on-peak and off-peak energy without any adjustment.



PPL Electric submits that its proposal to implement the Year-Round DSR Rate on a pilot basis is in the public interest for at least the following three reasons.




First, the proposed rate program will provide participating customers with an option for reducing their electric bills.  The rates have been designed so that customers who shift their usage from on-peak periods to off-peak periods will save money.  Importantly, the Company’s extensive customer education program, particularly the brochure and website, will give participating customers the information they need to make full use of these rate options.


Second, the proposed rate program will provide participating customers with an understanding of the cost and rate differentials between on-peak and off-peak periods.   Although the proposed rates do not reflect actual market prices, they do reflect the general pattern of those prices.  This knowledge will assist participating customers in the future when they have more opportunities to shop for their electric supply in the competitive retail market.




Third, design and implementation of the proposed rate will assist PPL
Electric in developing and refining the systems that it will need after the generation rate cap expires.  At that time, significant changes in rate design, billing options, customer education and customer interfaces will be necessary.  The Year-Round DSR Rate will give PPL Electric an opportunity to develop these systems in advance, and on a pilot basis, so that it can be fully prepared for a fully competitive generation market on January 1, 2010.

As indicated earlier, the Commission received two parties filing a Notice of Intervention, Comments, and Public Statement that supported the instant filing, the Office of Consumer Advocate (OCA) and Eric Epstein.
The Office of Consumer Advocate (“OCA”) in its Notice of Intervention, Comments and Public Statement, conveyed its support for the experimental Year-Round (“DSR”) rate program proposed by PPL Electric.  OCA states that as required by the Commission-approved settlement of PPL Electric’s base rate filing at Docket Number R-00072155, the Company convened a collaborative with interested parties, including OCA, to discuss time of use program issues.  The proposal submitted in Supplement No. 65 reflects the work of this collaborative.  The OCA submits that several key features of this experimental program should benefit customers who participate in the program, as well as provide valuable information for use in future programs that may provide more widespread benefits.  The OCA further submits that the PPL Electric’s education efforts will be valuable to those receiving this information, whether or not they participate in the program.  The OCA will also seek to work with the Company on the development of these educational materials.



According to the OCA, as energy prices rise, efforts to manage energy bills must be deployed.  PPL Electric’s Supplement No. 65, which introduces a more fully developed time of use rate on an experimental basis, represents an important step in this direction.  The OCA supports and looks forward to continuing to work with PPL Electric and other stakeholders on fully developing such programs.


The Notice of Intervention and Comments from Eric Epstein strongly supported the comments and conclusion of the OCA.


We agree with the comments received, and we particularly note that with the passage of Act 129 of 2008, (which provides for energy conservation and efficiency programs by the electric distribution companies in the Commonwealth) this DSR rate will provide us with valuable information for use in the development and review of these programs.

The Commission has reviewed the proposed tariff supplement and has determined that it appears to be reasonable and consistent with public interest; THEREFORE,

IT IS ORDERED:

1. That Supplement No. 65 to Tariff Electric – Pa. P.U.C. No. 201, filed September 11, 2008, is hereby approved, consistent with this Order.
2. That this Order is without prejudice to any formal complaints timely filed against the proposed tariff.
3. That the proceeding at Docket No. R-2008-2062920 shall be marked closed.
BY THE COMMISSION,

James J. McNulty

Secretary

(SEAL)

ORDER ADOPTED: December 4, 2008
ORDER ENTERED:  December 4, 2008
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