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TENTATIVE ORDER
BY THE COMMISSION

On March 2, 2009, PECO Energy Company (PECO or Company) filed the initial version of the above-captioned Universal Service and Energy Conservation Plan (Plan) in accordance with the Commission’s regulations at 52 Pa. Code §§ 54.71-54.78 and 62.1-62.8.  On March 10, 2009, PECO and other parties in the Company’s Default Service Provider proceeding[footnoteRef:1]  filed a Joint Petition for Settlement (DSP Settlement), which the Commission approved in an Order entered on June 2, 2009.  The DSP Settlement included several changes to PECO’s Universal Service Plan, which PECO had already filed with the Commission.  Accordingly, on December 15, 2009, the Company submitted a revised Universal Service and Energy Conservation Plan to comport with the DSP Settlement.  PECO’s Plan includes provisions for both electric and gas service.    [1:  Petition of PECO Energy Company for Approval of its Default Service Program and Rate Mitigation Program, Docket No.  P-2008-2062739, Order entered on June 2, 2009.] 

I.  Introduction and Background

	The Electricity Generation Customer Choice and Competition Act (Electric Competition Act), 66 Pa.C.S. §§ 2801-2812, became effective on January 1, 1997.  The Natural Gas Choice and Competition Act (Gas Competition Act), 66 Pa.C.S. §§ 2201-2212, became effective on July 1, 1999.  The primary purpose of these Competition Acts is to introduce competition into the electric and natural gas generation markets.  The Acts established standards and procedures for the restructuring of the electric and natural gas utility industries.  While opening the markets to competition, the Acts also include several provisions relating to universal service in order to ensure that utility service remains available to all customers in the Commonwealth.    

	The universal service provisions of the Competition Acts, among other things, tie the affordability of electric and natural gas service to a customer’s ability to maintain utility service.  The Competition Acts define “universal service and energy conservation” as the policies, practices and services that help low-income customers maintain utility service.  The term includes customer assistance programs, usage reduction programs, service termination protections and consumer education.  66 Pa.C.S. §§ 2202 and 2803.  The Acts commit the Commission to continuing, at a minimum, the policies, practices and services that were in existence as of the effective date of the laws.  66 Pa.C.S. §§ 2203(7) and 2802(10).  Finally, the Acts require the Commission to ensure that universal service and energy conservation services are appropriately funded and available in each utility distribution territory.  66 Pa.C.S. §§ 2203(8) and 2804(9).  

	To help meet the requirements imposed by the Competition Acts, the Commission established the Universal Service and Energy Conservation Reporting Requirements (USEC Reporting Requirements) at 52 Pa. Code §§ 54.71-54.78 and 52 Pa. Code §§ 62.1-62.8.  These reporting requirements require each electric distribution company (EDC) serving more than 60,000 residential accounts and each natural gas distribution company serving more than 100,000 residential accounts to submit an updated universal service and energy conservation plan every three years to the Commission for approval. 

	In compliance with these requirements, PECO has submitted the “PECO Energy Company Revised Universal Services Three-Year Plan 2010-2012.”    

II. Discussion

	As detailed in the following paragraphs, the PECO Plan complies with applicable provisions in the Public Utility Code, 66 Pa.C.S. §§ 101 et seq., Commission regulations and Commission policy statements.  The Plan contains all of the components cited in the definition of universal service at 66 Pa.C.S. §§ 2202 and 2803.  The Plan also meets the requirements at 66 Pa. C.S. §§ 2203(8) and 2804(a), which mandate that universal service programs be available in each large EDC and NGDC service territory and that the programs be appropriately funded.    Finally, the Plan meets the submission and content obligations of the USEC Reporting Requirements at 52 Pa. Code §§ 54.74 and 62.4, the Low Income Usage Reduction Program (LIURP) regulations at 52 Pa. Code §§ 58.1-58.18 and the Customer Assistance Program (CAP) Policy Statement at 52 Pa. Code §§ 69.261-69.267.  

The General Assembly has acknowledged the importance of helping low-income customers maintain utility service.  Therefore, the Competition Acts require the Commission to continue, at a minimum, the same level and nature of consumer protection policies and services that were in place at the time the Acts became effective.  66 Pa.C.S. §§ 2203(7) and 2802(10).  Under the Acts, universal service programs are subject to the administrative oversight of the Commission, which must ensure that the utilities run the programs in a cost-effective manner.  66 Pa.C.S. §§ 2203(8) and 2804(9).  Accordingly, the Commission has decided that it will balance the interests of customers who benefit from the universal service programs with the interests of the customers who pay for the programs.[footnoteRef:2]  Although the Acts do not define “affordability,” the Commission’s Policy Statement on Customer Assistance Programs at 52 Pa. Code §§ 69.261-69.267 provides guidance on setting affordable payments.   [2:  See Final Investigatory Order on Customer Assistance Programs: Funding Levels and Cost Recovery Mechanisms (Final Investigatory Order), Docket No. M-00051923, Order entered December 18, 2006, at 6-7.] 


	The PECO Plan contains four major components that help low income customers maintain utility service.[footnoteRef:3]  The four major components are as follows: (1) The PECO CAP Rate program, which provides discounted rates for low-income residential customers; (2) PECO’s LIRUP provides weatherization and usage reduction services to help low-income customers reduce their utility bills; (3) The Customer Assistance and Referral Evaluation Services (CARES) Program, which provides referral services for low-income, special needs customers; and (4) The Matching Energy Assistance Fund (MEAF), which provides grants to customers with incomes up to 175% of the Federal Poverty Income Guidelines (FPIG) who have had their utility service terminated or are threatened with termination.  With these four programs in place, the PECO Universal Service Plan meets the requirements of the Competition Acts.   [3:  PECO’s Plan contains the following two additional components: (1) The Universal Services Education-Outreach Programs, which provides communication to customers to increase awareness of program benefits; and (2) The Universal Services External Grant Program Administration, which manages grant administration to community based organizations.] 


	In order to determine whether a utility’s CAP payment plan complies with the intent of 66 Pa. C.S. §§ 2203(7), 2203(8), 2802(10) and 2804(9), the Commission considers program data supplied by the Company pursuant to the USEC Reporting Requirements at 52 Pa. Code § 54.75 and 52 Pa. Code § 62.5, in combination with the results of Commission staff review of relevant informal complaints.[footnoteRef:4] [4:  The Bureau of Consumer Services (BCS) reviews informal complaints from customers who call the Commission to request payment arrangements.] 

			


III. Contents of Universal Service Plan 

The USEC Reporting Requirements at 52 Pa. Code §§ 54.74(b) and 62.4(b), require utilities to include the following information for each component of their universal service plans:  
· Program description
· Eligibility criteria
· Projected needs assessment
· Projected enrollment levels
· Program budget
· Plans to use community-based organizations
· Organizational structures
Explanation of differences between the approved plan and implementation of that plan  
The following sections provide a summary of the information provided by PECO Energy regarding the contents of its Universal Service and Energy Conservation Plan. 
  
· Program Descriptions

CAP Rate

CAP Rate is PECO’s customer assistance program.  It offers discounted electric and gas bills to low-income customers depending on the customer’s income and circumstances.  In addition to reduced utility bills, CAP Rate customers also receive the opportunity to have their pre-program arrearages completely forgiven within one year of entering the program.  For each month the customer pays his or her monthly CAP bill in full and on time, the company will forgive one-twelfth of the customer’s arrearage.  The CAP Rate program is open to any customer who expresses difficulty paying utility bills.  The customer does not have to be payment-troubled as recommended by the CAP Policy Statement at 52 Pa. Code § 69.264.  PECO funds the CAP Rate program through base rates and a universal service fund surcharge.   

Table 1 shows the manner in which PECO calculates an electric customer’s monthly CAP Rate bill.
				

	Table 1

	Calculation of PECO’s CAP Rate Electric Bill

	CAP Rate
	Tariff Rate
	Months
	CAP Rate Bill

	CAP Rate A 
Income :
0-25% FPIG 

(with extenuating circumstances such as health problems, or at risk individuals) 
	R
(Residential
Non-heating)
	All
	The first 1000 kWh is billed at a flat $12 per month, usage from 1001-1500 kWh is billed at a 50% discount, usage over 1500 kWh receives no discount

	
	RH
(Residential Heating)
	Jul-Sep
	The first 1000 kWh is billed at a flat $30 per month, all usage over 1000 kWh is billed at a 50% discount 

	
	
	Oct-Jun
	The first 2000 kWh is billed at a flat $30 per month, all usage over 2000 kWh is  billed at a 50% discount

	CAP Rate B 
Income level:
0-25% FPIG 

(no extenuating circumstances) 
	R
(Residential
Non-heating)
	Jul-Sep
	The first 650 kWh is billed at an 85% discount, usage from 651-750 kWh is billed at a 30% discount, usage over 750 kWh receives no discount 

	
	
	Oct-Jun
	The first 650 kWh is billed at an 85% discount, usage over 650 kWh receives no discount 

	
	RH
(Residential Heating)
	Jul-Sep
	The first 650 kWh is billed at an 85% discount, usage from 651-750 kWh is billed at a 30% discount, usage over 750 kWh receives no discount 

	
	
	Oct-Jun
	The first 650 kWh is billed at an 85% discount, usage over 650 kWh receives no discount 

	CAP Rate C
Income level:
26-50% FPIG 

	R
(Residential Non-heating)
	Jul-Sep
	The first 650 kWh is billed at a 75% discount, usage from 651-750 kWh is billed at a 30% discount, usage over 750 kWh receives no discount 

	
	
	Oct-Jun
	The first 650 kWh is billed at a 75% discount, usage over 650 kWh receives no discount 

	
	RH
(Residential Heating)
	Jul-Sep
	The first 650 kWh is billed at a 75% discount, usage from 651-750 kWh is billed at a 30% discount, usage over 750 kWh receives no discount 

	
	
	Oct-Jun
	The first 650 kWh is billed at a 75% discount, usage over 650 kWh receives no discount 

	CAP Rate D
Income level: 
51-100% FPIG 
	R (Residential Non-heating)
or
RH (Residential Heating)
	All
	The first 650 kWh is billed at a 50% discount, usage over 650 kWh receives no discount

	CAP Rate E
Income level: 
101-150% FPIG 
	R (Residential Non-heating)
or
RH (Residential Heating)
	All
	The first 650 kWh is billed at a 25% discount, usage over 650 kWh receives no discount 




	As part of the DSP Settlement in June 2009, PECO will establish a seven-tier CAP Rate design for electric customers as follows:
		CAP Rate A – 25% FPIG or less, with extenuating circumstances 
		CAP Rate B – 25% FPIG or less, no extenuating circumstances
		CAP Rate C – 26-50% FPIG 
		CAP Rate D – 51-75% FPIG 
		CAP Rate E – 76-100% FPIG
		CAP Rate F – 101-125% FPIG 
		CAP Rate G – 126-150% FPIG 

This design will become effective with bills rendered for the January 2011 billing period.  The rates and discounts for this system will be determined during upcoming rate case proceedings.

	Also as part of the DSP Settlement, PECO agreed to implement a usage tracking system to monitor consumption by new CAP customers.  For the first two years of a customer’s enrollment in CAP Rate, PECO will track the customer’s usage in order to determine whether the customer is maintaining usage at no more than 125% of his or her historical average usage.  PECO has agreed to report its findings to the parties of the settlement by June 30 of each year.  We believe the findings should also be provided to the Bureau of Consumer Services and will so order.   

	Table 2 shows the manner in which PECO calculates a gas customer’s monthly CAP Rate bill.

	Table 2

	Calculation of PECO’s CAP Rate Gas Bill

	CAP Rate
	Income Level
	CAP Rate Bill*

	CAP Rate A/B
	0-25% FPIG
	91% discount on all charges 

	CAP Rate C
	26-50% FPIG 
	77% discount on all charges

	CAP Rate D
	51-100% FPIG
	54% discount on all charges

	CAP Rate E
	101-150% FPIG
	18% discount on all charges

	*These figures were established by a settlement approved by the Commission at Docket No. R-2008-2028394.  The discounts are adjusted each quarter per a mechanism in PECO’s tariff.  Further adjustments may occur each quarter.  




		Low-Income Usage Reduction Program

LIURP is PECO’s usage reduction program for CAP Rate customers and certain other customers with incomes up to 200% of the federal poverty guidelines.  LIURP provides weatherization and conservation services to encourage usage reduction.  PECO also refers LIURP recipients to CAP Rate, the Matching Energy Assistance Fund and other low-income programs.  
 
		Matching Energy Assistance Fund 

The Matching Energy Assistance Fund (MEAF) is PECO’s hardship fund.  MEAF provides grants of up to $500 to residential customers who are in imminent danger of service termination or who have already had their utility service terminated.  In the proposed Plan, the Company has changed the MEAF program to allow a customer to receive a grant for both the electric and gas service.  
		CARES Program

	The CARES program assists customers who are experiencing temporary financial problems.  Company representatives make referrals to social service agencies and provide information regarding available programs.  

· Eligibility Criteria

The four major components of PECO’s Plan have slightly different eligibility criteria.  Table 3 below shows the eligibility criteria for each universal service component.  The proposed Plan makes no changes to the eligibility requirements for any of the individual programs.  

	Table 3
Eligibility Criteria

	Program
	Income Criteria
	Other Criteria 

	CAP Rate
	· 150% FPIG or less 
	· Residential customer
· Payment difficulties

	LIURP 
	· 200% FPIG or less 

	· Residential customer 
· Consumption of 600 kWh/month for electric non-heating customer, 1400 kWh/month for electric heating customer, or 100 ccf/month for gas heating customer  

	MEAF
	· 175% FPIG or less 

	· Customer must have an emergency need 
· Customer must be a resident of the county in which he or she is applying

	CARES
	· Low income
	· Special needs
· Extenuating circumstances




· Projected Needs Assessment  

The Company submitted a needs assessment in accordance with 52 Pa. Code         §§ 54.74(b)(3) and 62.4(b)(3).  Using the most recent census data, PECO determined that 264,000 households in its service territory have incomes below 150% of the federal poverty income guidelines and could be eligible for the CAP Rate program.  This figure represents 19% of PECO’s total residential population.  PECO also determined that 362,000 households, or 26% of the residential population, have incomes below 200% FPIG and could qualify for the LIURP, CARES and MEAF programs.  Assuming a continued participation rate of 50%, PECO estimates a potential for 132,000 or more customers in the CAP Rate program.  

· Projected Enrollment Levels

PECO’s CAP Rate program is an open enrollment program.  There is no limit on the number of customers that can be enrolled.  As of August 10, 2009, enrollment in the CAP Rate program stood at 130,239 customers.  This figure includes 21,938 customers who participate in both the gas and electric CAP Rate programs, and 354 customers who participate only in the gas program.  Based on these enrollment figures and on the previously-mentioned needs assessment, the Company projects the following enrollment levels for the period covered by the proposed Plan:

			2010:	130,000 customers 
			2011:	135,000 customers 
			2012:	140,000 customers 
 
PECO determines the projected enrollment in the LIURP program by dividing the average cost of each job into the total amount of available funds.  Using this method, and projecting a LIURP budget of $7,850,000 per year, PECO anticipates completing an average of 8,780 LIURP jobs per year during the course of the proposed Plan.    

The Company did not attempt to forecast the number of customers served by MAEF, due to the unpredictability of customer donations and fundraising efforts.  The Company anticipates that it will continue the same enrollment level in the CARES program.

At this time, we find that the projected enrollment levels in the CAP and LIURP programs should adequately serve the need in PECO’s service territory.  This approval, however, does not limit the Commission’s ability to determine future enrollment levels based on evaluation findings, universal service plan submissions and universal service data.  

· Program Budgets

Table 4 below shows the proposed budget levels for PECO’s universal service components as well as the average spending per customer for 2010-2012.  

	Table 4
Universal Service Program Budgets

	Universal Service Component
	2010
	2011
	2012

	CAP Rate
	$111,077,833
	$116,595,620
	$122,388,079

	LIURP
	$7,850,000
	$7,850,000
	$7,850,000

	CARES
	$21,088
	$21,932
	$22,809

	MEAF
	$1,038,179
	$1,090,087
	$1,144,591

	Total 
	$119,987,100
	$125,557,639
	$131,405,479

	Spending per Residential Customer per Month
	$7.06
	$7.38
	$7.73



	
· Use of Community-Based Organizations (CBOs)

The Competition Acts direct the Commission to encourage utility companies to use community-based organizations to assist in the operation of universal service programs.  66 Pa.C.S. §§ 2203(8) and 2804(9).  In accordance with these provisions, PECO currently maintains relationships with the following CBOs:
· Utility Emergency Services Fund (UESF)- Philadelphia County
· Montgomery County Community Action Agency Development Commission
· Community Action Agency of Delaware County
· Mason Dixon Cares- York County
· Bucks County Opportunity Council  

PECO employs the CBOs primarily to administer the MEAF and to assist in the enrollment of customers into the CARES program.  While PECO operates the CAP Rate program internally, the company uses the CBOs to promote the CAP Rate programs.  CBOs are not utilized in the operation of the LIURP program.    

· Organizational Structure

The organizational structure for PECO’s Universal Services Department consists of the following:
1 Universal Services Manager  
5 Senior Analysts 
2 Revenue Recovery Representatives
3 Customer Care Administrators 
 
PECO also operates three separate call centers.  The CAP Call Center handles calls related to the operation of the CAP Rate program and employs approximately 50 people.  The LIHEAP Hotline assists customers in applying for LIHEAP grants and has approximately 15 employees.  The MEAF Call Center is the intake center for all contacts related to the hardship fund and employs approximately eight people.  In addition to the three call centers, PECO employs a vendor to administer its LIURP program.  We find PECO’s staffing levels to be acceptable.  



· Explanation of Differences between the Approved Plan and the Previous Three Year Plan

	PECO’s CAP Rate Program offers additional discounts for electric and natural gas CAP customers, adds more tiers to the electric and natural gas CAP Rate and adopts a usage tracking requirement.  The Company’s gas LIURP budget has increased and changes were made to enhance the identification of high use customers.  With regard to MEAF, PECO increased the maximum MEAF grant from $500 per customer to $500 per commodity.  The Company’s CARES program contains no material differences between this Plan and the previous three year plan.

IV. Conclusion 

In light of the above analysis, the Commission finds that PECO’s proposed Universal Service Plan complies with the universal service requirements of the Electricity Generation Customer Choice and Competition Act and the Natural Gas Choice and Competition Act at (cite).  The Plan also complies with the universal service reporting requirements at 52 Pa. Code §§ 54.74 and 62.4, the Commission’s CAP Policy Statement at 52 Pa. Code §§ 69.261-69.267 and the LIURP regulations at 52 Pa. Code §§ 58.1-58.18.  Finally, Commission approval of this Plan does not limit the Commission’s authority to order future changes to the Plan based on evaluation findings, universal service data or rate-making considerations; THEREFORE,

IT IS ORDERED:

1.  That the revised Universal Service and Energy Conservation Plan for 2010-2012 as filed by PECO on December 15, 2009, is approved as consistent with Title 66 of the Pennsylvania Consolidated Statutes, Title 52 of the Pennsylvania Code and Commission practice. 

2.  That PECO shall provide a copy of all reports of its findings of the usage tracking program as required by the DSP Settlement to the Bureau of Consumer Services.

3.  That a copy of this Tentative Order be served on PECO, the Office of the Consumer Advocate, the Office of Small Business Advocate , the Office of Trial Staff, the Public Utility Law Project and Community Legal Services.

4.  That a copy of this Tentative Order be posted on the Commission’s website at    http://www.puc.state.pa.us.

5.  That comments to this Tentative Order shall be filed within forty-five days of the entry of this Order, and that reply comments shall be filed within fifteen days thereafter.

6.  That an original and five copies of comments and reply comments shall be filed with the Commission’s Secretary at P.O. Box 3265, Harrisburg, PA 17105-3265.  

7.  That an electronic copy in WORD or WORD-compatible format, of all filed submissions, comments and reply comments  be provided to Grace McGovern, Bureau of Consumer Services, at gmcgovern@state.pa.us, to Stephanie Wimer, Law Bureau, at stwimer@state.pa.us, and to Cyndi Page, Office of Communications, at cypage@state.pa.us.

6.  That the contact person for this Tentative Order is Grace McGovern, Bureau of Consumer Services, 717-783-2067, gmcgovern@state.pa.us.

7.  That this Tentative Order shall become final and the docket shall be closed if 

no comments are received within forty-five days of entry of this Order.
			

[image: ]	BY THE COMMISSION,


						Rosemary Chiavetta
						Secretary

(SEAL)
ORDER ADOPTED:  May 6, 2010  	
ORDER ENTERED: May 10, 2010	
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