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ORDER
BY THE COMMISSION

On November 8, 2012, the Commission entered a Tentative Order, proposing to tentatively approve, in part, the PECO Energy Company’s (PECO or Company), universal service and energy conservation plan (USECP) for 2013 through 2015, and requested comments on several aspects of PECO’s plan.  The Tenant Union Representative Network (TURN), Action Alliance of Senior Citizens of Greater Philadelphia (Action Alliance), (collectively referred to as TURN, et al.); the Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania (CAUSE-PA); the Office of Consumer Advocate (OCA); H. Gil Peach & Associates, LLC, (Peach)[footnoteRef:1]; the Pennsylvania Coalition Against Domestic Violence (PCADV): Community Legal Services (CLS): Face to Face; and PECO filed written comments on November 28, 2012.  TURN, et al., the Nationalities Service Center (NSC), the Pennsylvania Immigration & Citizenship Coalition (PICC), OCA, Ceiba, and PECO filed written reply comments on December 10, 2012.  On January 3, 2013, the Commission served a Secretarial Letter on the parties, directing the Office of Administrative Law Judge (OALJ) to conduct any necessary evidentiary hearings and briefing and to certify the record in this case by March 1, 2013.  The Commission also encouraged a collaborative discussion among PECO and the parties to reach a consensus or settlement of the issues.   [1:   Peach was initially a party and subsequently testified on behalf of TURN, et al.] 


I.  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 generation and natural gas supply markets.  The Competition Acts established standards and procedures for the restructuring of the electric and natural gas utility industries.  While opening the markets to competition, the Competition 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 service to a customer’s ability to pay for that 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 Competition Acts declare that the Commonwealth must, at a minimum, continue the low income 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 Competition Acts require the Commission to ensure that universal service and energy conservation services are appropriately funded and available in each utility distribution territory.  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 (NGDC) 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 submitted the Universal Service and Energy Conservation Plan for 2013-2015.    

PECO, which is both an EDC and a NGDC, has approximately 1.4 million residential customers divided into three types:  those who receive only electric service, those who receive both electric and gas service (combination) and those who receive only gas service.  There are approximately 114,000 electric customers, 23,000 combination customers and 313 gas-only customers in PECO’s Customer Assistance Program (CAP) Rate program, as reported to the Commission’s Bureau of Consumer Services (BCS) as of October 5, 2012.  We refer to them collectively within this order.

Several prior formal Commission proceedings involving PECO have influenced the PECO Triennial Plan under review at this docket.  Before looking at the specifics of the PECO Plan currently under review, we shall review briefly the history of PECO’s Plans.  PECO’s universal service/customer assistance efforts predate the Competition Acts.  The following summary provides an outline and overview of some of the issues that continue to arise in the context of PECO’s Customer Assistance Program.  This is especially pertinent to today’s order as some of the recurring inconsistencies addressed in those prior Commission directives still exist.  There is a recurring theme in the continuing history of Commission Orders addressing PECO’s CAP programs over the past 12 years during which the Commission has directed PECO to make improvements to its CAP Rate application.  

PECO’s pilot CAP used a PIP plan design starting in 1984.[footnoteRef:2]  In 1996, the Commission approved a CAP Rate design as part of a settlement.  Shortly thereafter, the electric Competition Act became effective.  On September 29, 2000, in PECO’s USECP for 2001-2003, Docket No. M‑00001418, the Commission expressed concern with a potential lack of compliance with Section 2802(10) of the energy Competition Act and Section 69.265(2) of the CAP Policy Statement.  PECO was directed, inter alia, to analyze the cost of extending the CAP Rate discount to the entire bill of CAP Rate R (base load) customers with income below 50% of FPIG whose usage exceeded 500 kWh per month.  On March 9, 2001, PECO petitioned for amendment of the September 29, 2000 order, asserting that PECO did not maintain the information necessary to perform the analysis the Commission had requested and, further, that some of its payment rate data was less reliable than other payment rate data.  On September 27, 2001, PECO was directed to perform the requisite analysis with its reliable data. [2:   See PECO’s USECP for 2001-2003, M-00001418 (September 29, 2000), for a more detailed history.  ] 


On April 8, 2003, in PECO’s Petition for Expedited Approval of Consensus Modifications to PECO’s USECP for 2001-2003 and Associated Tariff Changes, Docket Nos. R-00027870 and M-00001418, the Commission found that customers do not understand CAP Rate bills but concluded that the consensus modifications to the 2001-2003 USECP were “steps toward” making CAP budgets consistent with the Commission’s CAP Policy Statement.  That order documented, inter alia, PECO’s agreement to submit to a third-party analysis of energy burdens expressed as a percentage of income, as well as rate design and payment plans.[footnoteRef:3]  PECO also agreed to review termination procedures.  PECO was directed to implement budget billing for CAP customers.  PECO’s CAP Rate A was formulated to address special needs customers and modified discounts for CAP Rate B and C customers were approved.  PECO was directed to correct database deficiencies related to demographics and poverty and to retain data relating to asked-to-pay amounts:  amounts due, amounts past due, preprogram arrearages, and CAP rider code and participation status.  [3:   PECO engaged the Applied Public Policy Research Institute for Study and Evaluation (APPRISE) to perform the energy burden analysis. APPRISE also evaluates PECO’s universal service program, pursuant to 52 Pa. Code § 54.76.  ] 


PECO filed its USECP for 2004-2006 in September 2003.  On April 21, 2004, in PECO’s Universal Service and Energy Conservation Plan Submission for 2004-2006, Docket No. M-00041788, the Commission concluded that, despite some improvement, PECO’s CAP Rate budgets for 2004-2006 were not fully consistent with 66 Pa. C.S. §§ 2802(10) and 2804(9), or with the guidelines in Section 69.265.(2)(i)(A-C) of the CAP Policy Statement.  PECO was directed to hire additional CARES staff and to address unaffordable CAP budgets caused by high usage.

On September 28, 2007, in PECO’s USECP for 2007-2009, Docket No. M‑00061945, the Commission again found that PECO’s USECP did not fully comply, inter alia, with Section 54.74 of the Commission’s regulations or the guidelines in the CAP Policy statement.  Further, the Commission found that over 60% of the CAP Rate payments exceeded Commission guidelines.  The USECP for 2007 – 2009 was assigned to the OALJ for hearings concerning a number of issues, including whether a CAP Rate payment design that was more consistent with the intent of the CAP Policy Statement would be feasible and to then make recommendations as to implementation, collection of surcharges for uncollectible expenses, automatic enrollment and recertification, arrearage forgiveness, and customer education.  The Commission ordered that PECO develop a long term CAP with the stakeholders that would preserve administrative benefits of the CAP Rate design but would also allow customers to realize affordable bills as set forth in the Commission’s guidelines regarding percent of income energy burdens.  Further, PECO was directed to remove provisions from its Plan that it no longer intended to implement.  

Subsequently, on October 20, 2008, PECO and stakeholders filed a Clarified Joint Petition for Settlement.  PECO and the stakeholders asserted that PECO did not plan to use the universal funding mechanism to recover uncollectible expenses, that PECO would increase base monthly usage levels, that PECO would implement a pro rata arrearage forgiveness process, that PECO would hire a third-party to assess its system and work with stakeholders, and that PECO would address automatic enrollment, the recertification process, the application process, and space heaters.  There were also provisions addressing affordability and maximum CAP credits.  On December 23, 2008, the Commission adopted the recommendation of the ALJ and approved the settlement petition which was applicable until the plan expired in 2010.

On March 2, 2009, PECO filed its USECP for 2010 – 2012 at Docket No. M‑2009-2094394.  On March 10, 2009, PECO and other parties in PECO’s Default Service Provider (DSP) proceeding at Docket No. P-2008-2062739,[footnoteRef:4] 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 USECP for 2010-2012.  On December 15, 2009, PECO submitted a revised USECP for 2010-2012.  [4:   Petition of PECO for Approval of DSP and Rate Mitigation Program, Docket No.  P-2008-2062739.] 


Thereafter, on August 23, 2010, in PECO’s USECP for 2010-2012, at Docket No. M‑2009‑2094394, the Commission approved PECO’s USECP for 2010 -2012.  This approval was predicated in part on the knowledge that, as part of the DSP Settlement in June 2009, PECO would establish a seven-tier CAP Rate design for electric customers.  The design would become effective with bills rendered for the January 2011 billing period.  The rates and discounts for that system would be determined during then-upcoming rate case proceedings.
	On October 12, 2012, in Petition of PECO for Approval of DSP II, Docket No. P‑2012-2283641, the Commission noted that PECO had excluded CAP customers from retail markets enhancement (RME) programs.  The Commission directed that PECO must give its CAP customers the opportunity to participate in retail markets no later than January 1, 2014. 

On February 28, 2012, PECO filed its USECP for 2013-2015.  On October 15, 2012, PECO filed an amended USECP for 2013-2015, the Plan under review herein.  PECO’s original filing and the amended Plan are posted on the Commission’s website.

Further, on October 31, 2012, PECO submitted the APPRISE six-year evaluation report in compliance with 52 Pa. Code § 54.76.  APPRISE noted opportunities for PECO to improve its program impact including suggesting that PECO try to increase affordability for lowest poverty group participants and that PECO target lowest income CAP customers who exceed CAP usage discount limits for LIURP.  See APPRISE Evaluation Report at 124.[footnoteRef:5] [5:   http://www.puc.pa.gov/General/pdf/USP_Evaluation-PECO.pdf. ] 


As mentioned above, on November 8, 2012, the Commission entered a Tentative Order on PECO’s USECP for 2013-2015, and several parties filed comments and reply comments.  The OCA commented that the issues raised in the Tentative Order could result in extensive changes with cost implications.  OCA discusses how the current CAP program evolved as a result of collaboratives, settlements and Commission orders, and notes that it needed further information before providing recommendations on some issues.  OCA supports a collaborative discussion in this case, reserving litigation in case some issues remain unresolved.  PECO proposed that prior to any litigation, it could begin a collaborative with the Commission’s Bureau of Investigation and Enforcement (BI&E), OCA CLS, PULP and other stakeholders to try to resolve issues in lieu of sending all or parts of PECO’s Plan to the Commission for further litigation. 
In another proceeding, the Commission directed, on October 12, 2012, that PECO must implement customer choice for CAP customers beginning not later than January 1, 2014.  PECO DSP II, Docket No. P‑2012-2283641 at 124-132.  Understanding that it would be possible for the Commission to direct design changes through a Final Order on PECO’s CAP Plan, the Commission acknowledges that such a change should be coordinated with the implementation of CAP shopping.  To do so, the Commission issued a Secretarial Letter on January 3, 2013 encouraging PECO to hold a collaborative on issues raised in the Tentative Order, while preparing for any necessary evidentiary hearings and briefings. PECO was directed to file a revised CAP Plan or settlement agreement with the Commission by March 1, 2013. 

Additionally, PECO’s DSP proceeding at Docket No.  P-2008-2062739 resulted in a total phase out of the electric heating rate which was completed December 31, 2012.  The Appendix to this Order reflects those new PECO rates.

On March 1, 2013, PUC ALJ Fordham certified the record in this proceeding at Docket No. M-2012-2290911 and for Docket No. P-2012-2283641.

II.  Discussion

The General Assembly has acknowledged the importance of helping low income customers maintain utility service, and 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 Competition Acts became effective.  66 Pa. C.S. §§ 2203(7) and 2802(10).  Under the Competition 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).  The Commission balances the interests of customers who benefit from the universal service programs with the interests of the customers who pay for the programs.[footnoteRef:6]  Although the Competition Acts do not define “affordability,” the Commission’s CAP Policy Statement provides guidance on setting affordable payments.   [6:   See Final Investigatory Order on Customer Assistance Programs: Funding Levels and Cost Recovery Mechanisms (Final Investigatory Order), Docket No. M-00051923, (December 18, 2006) at 6-7.] 


	As detailed in the Tentative Order, PECO’s Plan partially complies with applicable provisions of the Public Utility Code, 66 Pa. C.S. §§ 101 et seq., Commission regulations and Commission policy statements.  The 2013-2015 Plan contains all of the components included in the definitions of universal service at 66 Pa. C.S. §§ 2202 and 2803, which mandate that universal service programs be available in each large EDC and NGDC service territory and that the programs be appropriately funded.  However, this Plan only partially 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 CAP Policy Statement at 52 Pa. Code §§ 69.261-69.267.  

	PECO’s current CAP Rate design has been evolving since 1996.  In 2000, the Commission recommended that PECO implement a PIP plan design, discussed changes in discounts and concerns of customer confusion, and required that CAP tiers be increased in an attempt to further affordability.  More recent orders supported the premise that PECO’s CAP Rate has been unaffordable.  Notwithstanding the USECPs approved in 2008 (for 2007 – 2009) and 2010 (for 2010 – 2012), APPRISE raised questions in its 2012 third-party program evaluation regarding PECO’s rate discounts and affordability.  

	PECO’s Plan contains four major components, as required by the Competition Acts, that help low income customers maintain utility service.  The four major components are as follows: (1) PECO CAP Rate program that provides discounted rates for low income residential customers; (2) PECO’s LIURP that 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.  We shall address each of these elements in turn.

III.  Contents of Universal Service Plan 

A. Requirements

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
· Plan 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 regarding the contents of its Plan, as well as a summary of comments and reply comments to the Tentative Order, and our resolution or recommendations.  All comments and reply comments have been duly considered regardless of whether they are expressly discussed in this order.

B. Program Descriptions

CAP Rate

The Tentative Order proposed elimination of PECO’s CAP Rate design and movement to a PIP.

CAP Rate is PECO’s customer assistance program.  It offers some rate discounts on gas bills and portions of some electric bills to many low-income customers depending on the customer’s income.  PECO’s CAP Rate program is open to customers with income up to 150% of the FPIG.  PECO funds the CAP Rate program through base rates and a universal service fund surcharge (USFC).  CAP Rate customers also receive the opportunity to have their pre-program arrearages completely forgiven within one year of entering the program.  According to OCA witness Colton, PECO’s plan requires a customer to make twelve (12) consecutive on-time payments prior to forgiveness.  Colton Direct Testimony at 36.  We expect a utility to forgive one-twelfth of the customer’s pre-program arrearage for each month the customer pays his or her monthly CAP bill in full and on time.  See also the discussion of forgiveness below.

CAP Rate A customers must recertify annually, and all other tiers must recertify every two years.  

A CAP customer electric heating rate discount still existed in 2012, but was fully eliminated beginning January 1, 2013 per Stipulation of Settlement at Docket No. P‑2011-2247936.  Tables shown in the Appendix describe both the electric and gas rate payment tiers updated since the Tentative Order to reflect the complete phase-out of the electric heating rate.[footnoteRef:7]  Prior to the elimination of the heating rate, electric customers received no discount for usage greater than 650 kWh-750 kWh per month, for CAP Rate tiers B-E1. As compensation for the heat rate discount elimination, PECO increased the thresholds for the CAP rate discount (1,500 kWh from November through April). [7:    The RH last phase generation price blocks were eliminated January 1, 2013 per PECO’s Default Service Provider Settlement at Docket No. P-2008-2062739.] 


Resolution:  Accordingly, the CAP Rate tiers will continue until further order by the Commission.  The rationale for this decision will be explained more fully below.

CAP Rate/Affordability

The Tentative Order invited comments on the affordability of PECO’s CAP.  In particular, comments were received relative to three designs:  PIP, 12-Tier CAP Rate, and Fixed Credit PIP.  Additionally comments were received relative to CAP Rate A.  

Unaffordable rates contribute to higher operating expenses that CAP rates were designed, in part, to lower.  To get a first-hand affordability analysis of PECO’s CAP rate, BCS reviewed all informal complaints filed against PECO, which were closed between September 1, 2011, and August 1, 2012.  The review included 493 informal disputes regarding PECO’s CAP program.  From this review, BCS policy staff was able to identify several potential areas of concern and potential deficiencies inherent in PECO’s CAP program administration resulting in customer unaffordability, confusion, and misunderstanding.

BCS found 42 specific occurrences wherein a current PECO CAP enrolled customer had an asked to pay amount consisting of a current bill, a budget bill, a company payment arrangement, or some combination thereof that equaled 20% or more of the customer’s monthly income.  In some cases the percentage was much higher.  This is inconsistent with Section 69.265(2) of the CAP Policy Statement which provides guidelines that total electric and gas home energy should not exceed 17% of a CAP participant’s income in order to maintain affordability.

Program affordability can be measured, and operating expenses can be influenced directly by how successfully customers pay their energy bill once enrolled in the CAP program.  A review of data submitted by EDCs and NGDCs to BCS pursuant to the universal service reporting requirements at 52 Pa. Code §§ 54.75 and 62.5 shows that, on average, CAP participants pay between 80% and 85% of their CAP budget bills.  PECO reports a payment rate for CAP Rate bills at or about 82%, however, we do not know the payment rate for those paying CAP rate plus in-program payment arrangements.

PECO’s in-CAP payment agreements may generate customer confusion.  If a customer falls behind in his or her monthly CAP payments, PECO offers an “in-CAP payment agreement” for the customer to catch-up the arrears and remain on CAP.  The customer then must pay the monthly CAP Rate Amount - plus a payment on the in-CAP Rate Arrears – a payment agreement within a CAP payment agreement.  If a customer is approved for a LIHEAP grant, PECO will grant another payment agreement, regardless of the customer’s payment history.  Plan at 17. 

PECO asserts that it is not required to provide payment arrangements of any sort to its CAP customers and that the Commission is prohibited by statute from approving them.  PECO Comments at 13; Feldhake Direct at 38.[footnoteRef:8]  PECO does not believe either its rate tier design or its in-program payment arrangements cause customer confusion.  [8:   PECO presented direct testimony by Feldhake and Neumann in comments and rebuttal direct testimony of each of these witnesses.  The direct testimony on rebuttal will be designated “rebuttal direct.” ] 


BCS identified 43 specific PECO CAP-enrolled customers with accrued arrearages exceeding $1,000.  The average arrearage was $2,700.  Additionally, some CAP tier B customers were, at the time of the study, carrying in-program arrearages greater than $7,000. 

	According to the CAP Policy Statement at § 69.266, the Commission considers both revenue and expense impacts when approving utility CAP programs.  CAP expenses include both those associated with administering CAP Rate, as well as the potential decrease of utility operating expenses.  Operating expenses include the return requirement on cash working capital for carrying arrearages, the cost of credit and collection activities for dealing with low income customers and uncollectible account expenses for writing off bad debt for these customers.  As the Commission has seen in the list of PECO proceedings itemized in this order, PECO’s CAP rate affordability has been investigated and modified over the past 12 years.  When the concept of rate tiers was approved in M-2009-2094394 by order entered August 23, 2010, it was with the clearly expressed provision that PECO’s “upcoming” rate case would establish the rates and discounts applicable to each tier.  Having seen those tier rates in operation in the context of the Plan review at this docket, the Tentative Order invited comments on that aspect of PECO’s proposed plan, regarding two options:  1) to continue with the rate tiers and direct PECO to try again to readjust those rates to eliminate the inequities and provision of benefits in excess of the Policy CAP credit guidelines or; 2) to direct PECO to move to a PIP, similar to other EDCs.  

Based upon our initial review of the current Plan and the history of PECO’s prior USECPs, the Tentative Order we invited comments on a move to a PIP plan design.  Parties were asked to provide information on the costs and benefits to CAP customers and non-CAP residential customers of such a design change, including how such a design change might enhance the opportunities for CAP customers to avail themselves of retail choice.  

We recognize that this move would be a departure from our prior orders approving PECO’s USECPs with rate tiers, including the order approving the 1996 settlement that gave rise to the rate tiers and order approving the DSP Settlement.  Consistent with Section 703(g) of the Public Utility Code, 66 Pa. C.S. § 703(g), relating to rescission and amendment of orders, the Tentative Order was served on the parties to the settlements that gave rise to the rate tiers to provide them with notice of our intent to consider this change and to afford them the opportunity to comment before we render any final decision regarding this issue.  Through the comment process and the certified record in this proceeding, discussion centered around three designs:  a straight PIP program, an increased tier design, and a fixed credit PIP.

OCA witness Colton opined that no matter the CAP program design, the objectives are the same.  It should:
1. Improve affordability,
2. Reduce the mis-targeting of benefits,
3. Appropriately balance affordability goals for program participants with rate reasonableness goals for program non-participants, and
4. Serve as a retail choice platform.    
OCA Colton Direct at 24.

This articulation is consistent with the Commission’s program goals for a USECP.  We shall now discuss a PIP, a 12-Tier CAP Rate, and a Fixed Credit PIP.

Percent of Income Program (PIP)

The Tentative Order asked for comments on whether PECO should change to a PIP.

PECO states through its comments and testimony that it believes its rate tier design better serves customers than that of a PIP.  PECO sees a PIP as providing an affordable monthly payment at the cost of conservation, high transition costs, poor shopping choices and possibly high CAP credits.  It does not consider costs to non-CAP customers, and there would be timing issues with implementing a PIP in conjunction with the transitioning to shopping. PECO Rebuttal at 3-5.  

TURN, et al.’s witness Peach emphasizes that a PIP results in an affordable monthly payment because the ‘please pay amount’ is individualized to each household’s income.  Peach asserts that customers in the range of 0-25% of poverty will not be able to afford a minimum bill.  TURN, et al., Peach Direct at 5, Rebuttal at 3.  

According to OCA, under a PIP, for those below 25% FPIG, minimum bill requirements would still be unaffordable to 57% of that population, but that is a substantial improvement from the existing 85% in PECO’s current CAP Rate tier design.  OCA Colton Direct at 17.

Mr. Colton notes that PECO provided, in informal discovery, an analysis of costs and impacts of a twelve-tier CAP Rate with different consumption seasonal discounts for winter, summer and shoulder months.  Consumption limits were based on a three-year residential average year consumption.  OCA Colton Direct at 14-15.  In particular, Feldhake presented a table in her Direct Testimony, Table 2, Titled:  OTHER COST/POLICY COMPARISON with a row entitled:  Net change in terminations expected if the rate tiers were changed to a PIP.  Feldhake estimated that a move to the 12 Tier with Seasonality structure would reduce nonpayment terminations by 500 to 1,000 per year.  At the same time, a move to the PIP with PUC-Required Minimum Bill alternative would increase terminations by between 1,500 and 2,000 per year.  

However, according to Mr. Colton, PECO did not provide underlying data, so parties in this case were without the resources to review the calculations or an alternative analysis for different scenarios.  In an informal data request response, Feldhake conceded that “these estimates are not derived from any robust quantitative analysis, but were rather built on a host of assumptions the basis for which is completely unknown.”  OCA Colton Rebuttal at 6, quoting and citing TURN, et al. Informal-1.  

Resolution:  To manage cost controls, other utility PIP users in the state have recently introduced different enforcements of CAP Credit Limits that have impacted CAP customer bills; in some instances, once limits are reached they are changed to a regular rate billing.  These changes are a direct result of the impact of the PA Department of Public Welfare’s (DPW) changes to LIHEAP grant application to CAP bills.  Although a resolution to the negative impact appeared in the 2013 Proposed State LIHEAP Plan, that methodology has not yet been fully approved for implementation.  Should DPW allow LIHEAP grants to be applied to CAP bills incrementally over 12 months, CAP customers would, in effect, have grant money to help prevent the CAP Credit overruns and enable the customer to maintain an affordable PIP bill.  We do not anticipate a date for that DPW finalization.  Accordingly, we shall not direct PECO to move to a standard PIP at this time.

12-Tier CAP Rate

The Tentative Order did not mention a 12-Tier CAP Rate.  In its Direct Testimony, PECO states that “PECO is not advocating adoption of a 12-tier approach” but provided the concept to use in settlement discussions.  PECO Direct at 5.  In its Main Brief, PECO states that a refinement of the six-tiered CAP rate structure is necessary in order to improve overall affordability.  PECO Main Brief at 19-20, 25.

In his Direct Testimony, OCA witness Colton cites the APPRISE evaluation of PECO’s current 6-tier design, stating that 84% of customers on CAP Rate did not achieve what the program was designed to achieve, i.e., to establish bills at the designated affordability level.  Mr. Colton acknowledges that the last time he reviewed PECO’s CAP Rate, he concluded that it was “conceptually sound” and “empirically supported,” but now asserts that he can no longer offer that conclusion about the six-tiered CAP Rate.  Even after the 2010 refinements, the program under-performs in meeting the Commission’s affordability outcomes in his opinion.  Mr. Colton stresses that, for the lowest income level of a PIP, “the incidence of unaffordability may remain relatively high at 57%, the depth of unaffordability would nonetheless decrease.”  Mr. Colton addresses the 12- tier CAP Rate discount with a “seasonality” for winter, summer and shoulder months that PECO provided in informal discovery, with an analysis of costs and impacts.  Consumption limits were based on a three-year residential average year consumption.  However, PECO did not provide underlying data, so other parties were unable to review calculations or provide an alternative analysis.  OCA Colton Direct at10-23.

Others commented and gave testimony that a rate tier design does not achieve affordability.  Most also addressed the 12- tier CAP Rate design, and although they note some degree of improved affordability, they do not agree that the model was truly affordable.  According to numerous commenters, some customers would still be over-billed and others under-billed, the problem inherent in rate tiers. 
 
According to Mr. Colton, the seasonality factor would appear to have a more substantial impact on improving affordability and decreasing the mis-targeting than adding 6 more tiers.  Mr. Colton recommended further consideration of a 12-tier design, basing the seasonal kWh consumption limits to which the CAP Rate discount applies on the population average plus one standard deviation, noting a minimum cost impact and improved affordability.  OCA Colton Direct at 15-16.
CAUSE-PA agrees that the more tiers added, the more targeted the affordability would become but that 12-tier model still lacks affordability for 1/3 of all participants.  CAUSE-PA Rebuttal at 3.  Stated in its brief, CAUSE-PA asserts that the evidence in this proceeding demonstrates that neither the current PECO Tier CAP nor the potential 12-tier model comports with the Commission requirements concerning affordability.  CAUSE‑PA Brief at 1.

PECO counters these arguments, asserting that the rate tiers attain affordability compared to PIP programs in Pennsylvania, as PECO has the lowest ratio of low-income terminations in the state.  PECO Feldhake Direct.at 3.  PECO prefers to focus attention on in-program methods to reallocate funds within the rate tiers rather than building a PIP.  PECO Feldhake Direct at 35.

Resolution:  As noted in the Tentative Order, PECO, on its own and under no direction by the Commission, instituted an in-program payment arrangement program.  This is a major factor in preventing terminations, however, bill balances continue to accrue and the number of customers receiving in-CAP payment agreements points to program unaffordability.  Also under no direction by the Commission, PECO forgave $25 million of those accumulated in-program balances in Fall 2011.  PECO is to be commended for such forgiveness, however, the underlying CAP design that enabled the accrual of $25 million of arrearages is PECO’s CAP Rate Tier.  We do note that the $25 million undercollection was not passed on to PECO’s customers; however, without any changes to PECO’s CAP design, such arrearages are most likely to build again.  In raising this issue, the Commission is addressing concerns that PECO may incur and/or request that such costs be passed to ratepayers in the future.  Alternatively, funds could be invested in correcting that unaffordability cycle through another CAP design.  In our opinion, it would be wiser to invest such resources in preventing such arrearages from recurring. 

For the past 12 years, adjustments to the Rate Tiers have not resolved the unaffordability issues still present.  Although Mr. Colton presented some support for PECO’s proposal to change to a 12-tier program with seasonal usage limits set at one standard deviation, we conclude that it is an even more complicated rate tier design, providing five more tiers of targeted income.  The 12-tier plan with seasonal usage limits set at one standard deviation would have greater ability to target more income levels, however, its design is likely to further exacerbate confusion for customers, as well as customer service representatives and community-based agencies with which PECO partners.  The result would be further tweaks to the rate tier design, prolonging the 12-year cycle of unaffordability issues. 

Accordingly, we shall not direct movement to a 12-Tier CAP Rate design at this time.

Fixed Credit Option

The Tentative Order did not address a Fixed Credit PIP.  In his direct testimony, OCA’s witness Colton introduced another option for CAP design, a fixed credit percent of income program.  In a fixed credit PIP, the credit is fixed, not the payment amount.  PECO would calculate an annual CAP credit dollar amount, based on the customer’s income and historic consumption.  That credit would reduce the customer’s bill to an affordable percent of income as long as the customer retains that consumption amount, so the risk that bills will change lies with the customer.  “The level of a customer’s monthly credit can be adjusted quarterly on a percentage basis based on changes in the price to compare.  Making such changes are not substantively different from what PECO currently does with the level of discount in the CAP Rate program.”  Colton Direct at 18.

Mr. Colton states the following:

Because changes in bills (due to price or weather) are placed on the customer in a fixed credit PIP, there is more risk to the customer arising from a fixed credit PIP than from a straight PIP.  That risk, however, seems to be of an acceptable magnitude.  Public Service Company of Colorado (PSCo) operated a two-year pilot “fixed credit” PIP for its natural gas and electric customers.  That company’s evaluation, which I authored, reported:

Public Service did a reasonably good job at estimating annual bills for PEAP and PEAP/EAP participants.  As [the data] shows, in the first year of participation, 58% of actual combination gas/electric bills fell between 90% and 110% of the billing estimates; 44% of the actual combination gas/electric bills for the second year of program participation fell between 90% and 110% of the billing estimates made when the customer entered the program.  Estimates for gas only customers were not quite as accurate.  In the first year of participation, 30% of actual bills fell between 90% and 110% of billing estimates, while 18% of actual bills in the second year of participation did.  If expanded to a +/- 20% range, the estimated accuracy was substantively higher, with 84% of the combination bills falling within a range of 80% to 120% in the first year and 43% of gas-only estimated bills falling into that range.[footnoteRef:9] [9:   Roger Colton (Feb. 2012).  Public Service Company of Colorado’s (PSCo) Pilot Energy Assistance Program (PEAP) and Electric Assistance Program (EAP), at 24-25, prepared for Public Service Company of Colorado:  Denver (CO).] 


From a policy perspective, I believe that any consideration of a PIP structure should include the consideration of a fixed-credit approach to delivering PIP benefits.  

Colton Direct at 19-20.  

Mr. Colton acknowledges substantial start-up costs should PECO’s highest estimates prove accurate but asserts that a fixed credit PIP design permits an improved targeting of rate affordability benefits to the low-income, so it could somewhat offset the under and over-spending from mis-targeted expenses in the current rate tier program. 
TURN, et al., point out what it believes to be a critical defect of a fixed credit PIP in that it will return customers to full residential rates when the CAP credits run out.  In the alternative, TURN, et al., suggest using a 125% usage limit as a reasonable control tool for PIPs.  TURN, et al., Peach Rebuttal at 8

OCA points out that a fixed credit PIP provides a great incentive to conserve.  The customer pays a lower bill when consumption is lower and vice versa.  Mr. Colton notes how customers may receive further assistance to lower bills through LIHEAP, LIURP and the federal Weatherization Assistance Program (WAP).  Non-CAP customers also benefit.  He also notes that APPRISE did not find, in any of the utility plans that it has evaluated, any indication that PIPs result in increased energy consumption.  “A Fixed Credit PIP actually provides a greater incentive for a program participant to shop and shop well, than does the Tiered Rate Discount CAP Rate, irrespective of the number of tiers employed.”  OCA Colton Rebuttal at 3-9.  Thus, customers can save money when they choose a lower priced generation supplier.

A 12-tier design would require programming and training as would any major changes in PECO’s program.  PECO estimates programming costs to change to 12 tiers in its Main Brief to be $1-$3.3 million.  PECO’s original estimate in both comments and reply comments for change to a PIP was $4.5-$6 million; yet, in its testimony two months later, that cost has risen to $7.7 to $12.8 million.  See further discussion of costs below.

Resolution:  The cycle of rate tier modifications, Commission Orders and further rate tier modifications has occurred over the past 12 years.  Evaluators and commenters alike continue to question rate tier viability as an efficient CAP program design.  

We recognize that both implementation and programming costs are relevant factors.  From the testimony given, it appears that the fixed credit design may be a better option to meet the four goals identified by Mr. Colton.  
The Commission is interested in more research and investigation for a fixed credit PIP design.  We believe PECO’s CAP customers may have a greater understanding of a fixed credit PIP discount than what currently exists in the rate tier design.  Compared to the rate tiers, it appears to have greater affordability, a clear incentive to conserve and a clear incentive to choose a lower cost generation supplier.  We do believe however, that more time and discussion of the fixed credit model is necessary.  We will pursue further discussion among the parties, as a rush to order a fixed credit PIP design change based on the amount of discussion so far is premature.  

Based on Mr. Colton’s evaluation of the Colorado Fixed Credit Option (FCO), we believe that there may be a workable energy burden and CAP credit limit for each of PECO’s 12 CAP groups that improve CAP affordability while not placing more of a financial burden on the non-participants.   A FCO PIP for PECO would have four customer groups based on type of service:

1. Electric Heating (EH)
2. Electric Non-Heating (ENH)
3. Gas Only (G)
4. Combination Electric and Gas (C)

There would also be three income levels based on percent of the Federal Poverty Level (FPL):  0-50%, 51-100%, and 101-150%.  When the customer groups are combined with the income levels, PECO has 12 CAP groups:

	EH
	0-50% FPL
	51-100% FPL
	101-150% FPL

	ENH
	0-50% FPL
	51-100% FPL
	101-150% FPL

	G
	0-50% FPL
	51-100% FPL
	101-150% FPL

	C 
	0-50% FPL
	51-100% FPL
	101-150% FPL


 
The FCO would take into consideration the estimated annual usage-based bill for the CAP participant, the household income, the poverty level for the CAP household, and two control features.  The first is the total payment Energy Burden Factor (EBF).  The EBF is multiplied with the income as a first step in the calculation to establish the CAP participant’s monthly budget bill/payment and energy burden.  The second is CAP Credit Limit (CCL) that is set at a level that balances the ability to pay for the CAP participant and the cost or expense to non-CAP customers.

The following narrative formula is based on the description in the Colorado FCO:

Step 1 – Determine the Estimated Annual Usage-Based Bill

Step 2 – Determine the Household Annual Income and Household Poverty Level

Step 3 – Multiply the Household Annual Income by the EBF for the applicable PECO CAP group to determine the Annual Energy Burden

Step 4 – Subtract the Annual Energy Burden from Step 3 from the Estimated Annual Usage-Based Bill in Step 1 to establish the annual CAP Credit

Step 5 – Divide that annual CAP Credit by 12 to equal the monthly Fixed Credit. 

We realize that in this model, some customers may receive more or less than the CAP credit limits described in the CAP Policy Statement, just as they do now in the rate tier model PECO currently uses.

Accordingly, we shall direct PECO to test various models in search of both an EBF and CCL for each of PECO’s 12 CAP groups that would improve the affordability of CAP to the participants while not placing more of a financial burden on the non-participants.  We further direct PECO to conduct an analysis of the fixed credit PIP, using the information above,  as it would apply to PECO’s CAP customers and serve a full report to the Commission and parties to this proceeding by September 30, 2013.  The report should include a sample bill calculation for an average annual usage-based bill for a customer in each of the 12 CAP groups shown above, and the data used for those calculations.  While we acknowledge that there is energy burden and CAP credit limit information in the Commission’s Policy Statement at 52 Pa. Code §69.265 (2) (i) (A-C) and §69.265 (3) (v), we expect this energy burden information and CAP credit limits to guide but not necessarily limit various models analyzed by PECO.

After September 30, 2013, the parties will have a 20-day comment period and a 10‑day reply comment period.  The Commission will render a decision on this approach thereafter.  Should it ultimately be decided that PECO must make a design change, the new design will be submitted in its February 2, 2015 triennial plan filing for implementation in 2016-2018.  Until that time, PECO will maintain its current rate tier system.

The Commission also agrees with OCA and other commenters who point out that PECO’s existing tier system does not satisfy the Commission’s CAP Policy Statement.  However, based on the above analysis of PIP and the underdeveloped record regarding the fixed credit PIP, we will allow PECO to continue its current tiered system.  However, moving forward, this Commission will expect PECO to comply with the CAP Policy Statement in future USECP filings or, alternatively, provide substantial justification for why deviations from the policy are warranted.

CAP Rate A

The Tentative Order invited comments on how accurately PECO is assigning customers to the proper CAP rate schedule, and how PECO can improve the assignment process.  

The CAP Rate A tier has an enrollment limit of 7,500 customers.  PECO’s most impoverished customers with special circumstances are eligible for CAP Rate A.  These special circumstances include the following:  injury or illness, high medical bills, medically related usage, death in the family, sudden loss of employment, households that include children below 8 years of age, disabled persons, or infirm elderly.  Customers who are unable to maintain at least two CAP B payment arrangements or who have high usage related to shelter conditions that are not treatable by LIURP are also eligible for into CAP Rate A.  As of October 1, 2012, PECO reported to BCS that only 88 customers were in its CAP Rate A.  

On at least one occasion, PECO has clearly stated that its CAP Rate B is the rate with the greatest discount offered by PECO.  In fact, CAP Rate A has the greatest discount that PECO offers.  If a customer is eligible for CAP Rate A, then, to the extent that CAP Rate A is a tariff offering, PECO should be enrolling such a customer in CAP Rate A rather than in the lesser discount CAP Rate B.  Accordingly, PECO should ensure that its customer service representatives have the requisite training to be aware that customers with special circumstances may be eligible for enrollment in CAP Rate A and to enroll them in CAP Rate A, as appropriate.  We invited comment on how accurately PECO is assigning customers to the proper CAP rate schedule, and how PECO can improve the assignment process.  

Face to Face, commenting as a human services organization’s free legal clinic, states that its clients’ income must be no more than 150% of poverty.  In 2012, 38.5% of its clients reported having no regular source of income.  Face to Face asks that the Commission require that PECO’s low-income programs be more affordable.  It has never seen a client enrolled in CAP Rate A, although it assists many CAP customers who have fallen behind in their payments.  Face to Face Reply comments at 1.  OCA and TURN, et al., agree that Rate A is under-enrolled, noting that the PECO CAP call center cannot refer to CAP RATE A; only its CARES staff can make these referrals.  The parties recommend further analysis to improve identification and enrollment of potential CAP Rate A customers. 

Based on PECO’s performance with enrolling customers into its CAP Rate A, Peach offers two recommendations:

First:  A special study of how customers are informed about CAP Rate A, whether the CARES staff is given unambiguous and consistent direction to recruit participants for CAP Rate A, and whether and how CARES staff is rewarded for vigorous recruitment; what organizational and social barriers re preventing more vigorous recruitment.

Second:  Expanding the CARES staff by three positions to enable more time to be spent developing relationships with qualifying households so they do not disappear, but rather are helped more vigorously to placement in CAP RATE A.  

Peach Comments at 10.

PECO states that almost everyone who has average use can pay a CAP B bill.  They are typically quite low and affordable.  Concerns over CAP A enrollments are based on a misreading of tariff.  The tariff states that CAP A is available only to those who demonstrate an inability to pay CAP B bills.  PECO Reply comments at 4-5.

PECO’s requirement of causality between an extenuating circumstance and being payment troubled should be disapproved.  Colton Direct at 4.

In his Direct Testimony, OCA witness Colton notes that PECO acknowledges that in its in-program arrearage forgiveness (IPAF), 79% had a payment arrangement default within past two years, of the 422 Rate B IPAF customers in CAP for 12 months prior to forgiveness, 16% made two or less payments over those 12 months, 32% made up to four payments, and 47% made six or less payments.  Mr. Colton thinks it unlikely that only a small number of payment troubled CAP Rate B customers had “extenuating circumstances.” Although reaching the lowest income is a challenge, they are substantially under-represented in CAP Rate A.  According to Mr. Colton, PECO should create innovative partnerships to reach those households by identifying the characteristics of the lowest income households and the service providers who reach them now.  Colton Direct at 28-30.

Further reply comments, testimony and briefs from all parties addressing this issue, other than PECO, recognize that CAP Rate A is under-enrolled.  PECO presented a chart in its Direct Testimony at pages 39-40 showing that in 2008, PECO made a concerted outreach effort to contact CAP Rate B customers in the “termination pool” for CAP Rate A eligibility.  PECO attempted to reach 623 accounts and were able to only reach 185; 79% of those households with successful contacts (147), “requested application.”  

Resolution:  Assuming “requested application” yielded enrollment, PECO was able to enroll 147 customers into CAP Rate A out of the 185 that PECO was able to contact in the 2008 effort.  The Commission deems such an effort commendable.  Accordingly, considering the current CAP Rate A enrollment of 88 customers, PECO is directed to take similar steps as an ongoing practice.  PECO is also directed to train or retrain consumer services and outreach staff concerning the eligibility requirements and benefits of CAP Rate A. 

Arrearage Forgiveness

In the Tentative Order, we solicited comment on whether PECO should retain its one-year pre-program arrearage forgiveness (PPAF) policy in light of the other changes proposed in this proceeding.

OCA and other commenters agreed that there was no need to extend the one-year PPAF.  However, OCA witness Colton pointed out in Direct Testimony that PPAF now only occurs if customer makes 12 consecutive months of on time payments.  He recommends forgiveness on a month-to-month basis as complete bill payments are received OR at the end of 12 months, grant forgiveness for the year if customer paid the yearly amount billed in full (caught up), regardless if monthly payments were on time.

PECO knows of no controversy concerning its PPAF and sees no reason to change from one-year forgiveness.  PECO continues to note that few CAP customers make 12 qualifying payments, so typically the PPAF takes 2 to 3 years anyway.  PECO Comments 16-17. 

Resolution:  The Commission has directed monthly forgiveness for other utilities as intended through the CAP Policy Statement.  52 Pa. Code §69.265 (6) (ix) states “Arrearage forgiveness should occur over a 2- to 3-year period contingent upon receipt of regular monthly payments by the CAP participant.”  In its Plan, PECO did not specify its current procedure of requiring that qualifying customer payments must be consecutive.  We agree with Mr. Colton’s recommendations.  As such, we direct PECO to apply 1/12th PPAF for payments received throughout the year on a month-to-month basis and grant forgiveness when missed payments are caught up.  Accordingly, PECO can continue its current policy of forgiveness over one year.

Automatic Enrollment and LIHEAP

	In the Tentative Order, to ensure that customers understand the consequences of enrollment in PECO’s CAP, we invited comment on whether enhanced customer education should be conducted and a positive customer response with necessary income verification be obtained prior to CAP enrollment, especially when the enrollment is based on LIHEAP status.  This would limit CAP enrollment to those customers who understand the CAP requirements, obligations and benefits and will help to control CAP costs for all residential PECO ratepayers. 

	PECO encourages CAP customers to apply for LIHEAP.  LIHEAP cash grants are first applied to past due customer bills, then to the customer’s future bills to comply with current LIHEAP policy.  

	On December 23, 2008, in Docket No. M-00061945, the Commission adopted the October 28, 2008 Recommended Decision approving a clarified settlement that allowed PECO to automatically enroll certain LIHEAP customers into CAP Rate E based on specific criteria.  The parties planned to work with DPW, which administers LIHEAP funds, to work out data matches to facilitate this process.  

	In the current Plan under review, PECO explains that its customers receiving LIHEAP in years in which income eligibility for LIHEAP is equal to or less than CAP eligibility will be automatically enrolled in PECO’s highest CAP Rate tier in existence at that time.[footnoteRef:10]  PECO notifies and encourages the customer to provide total household proof of income, so it can assign the customer to the appropriate and potentially more beneficial CAP Rate tier.   [10:   PECO tariff filing effective July 1, 2009, 9th revised Page No. 68A.] 


PECO is not the only EDC to consider automatic enrollment.  Duquesne Light Company (Duquesne), for example, addressed automatic enrollment by providing that an “auto-enrolled customer is not considered to be a CAP participant for purposes of this Tariff unless and until the customer has completed the CAP enrollment process.”  Pa. PUC v. Duquesne Light Co., R-2010-2179522, Joint Stip. at ¶10, approved by R.D., served February 1, 2011, and adopted by order entered February 24, 2011.  Completion of the CAP enrollment process helps ensure that the customer fully understands, inter alia, that the consequences of failing to honor the CAP payment plan provisions can result in removal from CAP Rate and/or from termination of service.

The Commission is aware, however, of possible cost impacts of automatic enrollment into CAP Rate and wants to emphasize the need for a LIHEAP recipient customer to have the ability to refuse CAP enrollment.  Once enrolled in CAP, customers must make their CAP payment each month and must understand the consequences of default from CAP.  Customers can only enroll to receive arrearage forgiveness through CAP one time.  It is critical that customers understand this prior to being enrolled in CAP.

Our potential concern for the PECO provision is that CAP enrollment carries with it these specific provisions that the consequences of failing to honor the CAP payment plan provisions can result in termination of service as specified in Chapter 14, 66 Pa. C.S. §§ 1401 – 1418.  It is essential that a customer being enrolled automatically by an EDC into a CAP must fully understand the ramifications of such enrollment and the obligations to make required timely payments.

OCA, TURN, et al., and CAUSE-PA agree in their comments, testimony and briefs with concerns about auto enrollment without the customer’s full knowledge or understanding and support an approach in which customers should be required to complete an enrollment process within a reasonable time period, 60 days, following auto-enrollment.  If an existing CAP customer receives a LIHEAP grant, the opt-in should not be required, and receipt of the grant would eliminate the redundancy for recertification.

PECO claims it addresses all the Commission’s concerns with auto enrollment and appropriate customer education in the one letter it sends to customers who are auto-enrolled.  The only issue not addressed in its letter is that the customer can only receive PPAF one time, which PECO does not see as critical, and may be counterproductive.  Auto enrollment works as an “opt-out” in that customer would need to call to not be on CAP.  PECO sees “opt-in” as an adverse outcome as not many customers would do so.  PECO Comments at 20-21.

Resolution:  The Commission does not agree that one letter is enough to fully educate customers as to the benefits and responsibilities of a CAP program.  We agree that auto enrollment can occur upon receipt of the LIHEAP grant and encourage utilities to do so; however, if a customer does not provide the necessary household and income information within 60 days, the enrollment should be rescinded until such application is made.  This is for the low-income customer’s protection as well as for the equity provided to non-CAP customers who financially support the program.  Consumer education normally occurs through the application process.  Without that, the customer may not know the importance of the associated payment responsibilities and their inability to obtain a payment agreement through the Commission once enrolled in CAP.  Accordingly, PECO is hereby directed to implement a 60-day income verification timeframe to complete the CAP enrollment process, as noted above.

Shopping 

PECO presently does not permit CAP customers to shop for an alternate energy generation supplier.  If a CAP customer does shop, PECO removes that customer from CAP.  However, as noted above, the Commission recently directed that PECO must implement Customer Choice for CAP customers beginning no later than April 1, 2014.  PECO DSP II, Docket No. P‑2012-2283641 (October 12, 2012) at 124-132 and the January 4, 2013 Secretarial Letter.  Accordingly, PECO will need to submit a plan at that docket as to how it will implement CAP shopping by April 2014. 

Extensive comments have been submitted through the Tentative Order process as well as the through the formal record development.  Opinions differ as to the shopping decision but most agree that the CAP program design should be addressed before CAP shopping begins.  

CAUSE-PA recommends a CAP customer aggregation program that ensures:  low-income consumer protections, affordable payment amounts, full universal service protections, maintenance of  benefits due to shopping, competitive prices below the price to compare, ability to leave CAP and switch to an alternate supplier or DSP at any time without any fee or penalty, exemption from deposit requirements, and provision of customer information regarding rights and responsibilities of CAP customers who shop. 

OCA agrees that aggregation would result in a better price for low-income customers, as it is not clear what happens after the fixed term of aggregation.  OCA Colton Rebuttal at 24.

First Energy Solutions (FES) suggests that the Commission direct a collaborative among PECO and other parties to “explore CAUSE-PA’s customer aggregation program proposal… as aggregation would benefit all residential customers and EGSs.  The aggregation program would be effective regardless of the CAP design and could be implemented ‘immediately’”.  FES Main Brief at 2-3.  FES requests that the Commission direct PECO and the Commission’s Office of Competitive Oversight (OCMO) to consider a CAP customer aggregation program while deciding a shopping plan for PECO.  FES Main Brief at 7.

Direct Energy supports aggregation “as a means to encourage CAP customers to shop for electric supply.”  Direct only objects to the part of CAUSE-PA’s aggregation proposal that would cap the price for generation perpetually.  Direct agrees to other consumer protections, but believes that a permanent price cap would be a barrier to supplier participation.  Direct Energy Main Brief at 16-19.  

PECO states it will respond to DSP Docket No. P-2012-2283641.  PECO Comments at 21.

Resolution:  Several commenters offered support for aggregation as a viable option for PECO’s CAP customers. We note that the decision for a shopping platform lies within another proceeding.  Accordingly, we will consider the comments on aggregation set forth in this docket in the appropriate proceeding. 

Timing of Changes and Coordination of Computer Programming

In the Tentative Order we recognized that PECO will need to modify computer programming to allow CAP customers to shop and that PECO may also need to modify computer programming for the change to a percent of income plan design if directed to do so.  To facilitate the least disruptive change, we proposed to allow the two programming changes to be coordinated if PECO is directed to implement a change in plan design no later than December 31, 2013, to allow for implementation of both changes no later than January 1, 2014.  Thereafter, by Secretarial Letter, the date for shopping was changed to April 1, 2014.

PECO will need to modify computer programming to allow CAP customers to shop.  PECO may also need to modify computer programming for the change to a percent of income plan design, if ultimately directed to do so.  

PECO will respond to the DSP II proceeding regarding its proposal to facilitate CAP shopping.  It will be developing shopping based on its current CAP program, otherwise PECO would not be able to implement shopping by January 1, 2014.  PECO Reply comments at 8.

PECO explains that changes to the program design would require programming and testing.  Rushing that process can yield a poor result.  PECO estimates IT transition costs to be in the range of $4.5-$6 million.  PECO comments at 7-8.  The same dollar figures were echoed in its reply comments at 3.  However, in its Direct Testimony at 10, PECO raises its anticipated costs.  It notes that its affiliate Commonwealth Edison (Com Ed) in Illinois moved to a PIP a few years ago at a cost of $7.7 million.  PECO states that its costs would be higher as the Illinois government performs the income determination before Com Ed assigns the discount.  PECO now anticipates a cost of IT work to be $7.7 to $12.8 million.

TURN, et al., agree with OCA’s witness Colton that PECO’s estimate of IT transition costs appear to be unsupported, and potentially overstated.  They agree that PECO’s witness Feldhake’s testimony should not be relied upon for decision making in this proceeding.  TURN, et al., submit that even if the one-time IT transition costs end up being close to PECO’s estimates, the investment is worth the return of years of optimal program performance and the issue of high rates and unaffordability in PECO’s CAP would finally be addressed.  TURN, et al., Brief at 29-30.

Resolution:  The IT issues are twofold.  One deals with the shopping issue and programing cost of changes to implement shopping.  We have previously directed PECO to institute CAP shopping by April 1, 2014, and PECO will need to address IT costs and issues related to shopping in the appropriate docket.  

We cannot, however, overlook the IT issues and costs that would surface if PECO ultimately implements a fixed credit PIP or other CAP design.  Accordingly, PECO is directed to estimate the IT costs related to a potential change to a fixed credit PIP or other plan.   Specifically, PECO shall provide detailed underlying data and calculations for its estimated costs as part of the report that we have directed PECO to file by September 30, 2013.
Requiring a Social Security Number (SSN)

In the Tentative Order, we requested comments on whether requiring Social Security Numbers from all residents is necessary to the operation of PECO’s CAP.  Such a requirement may be redundant or may impose financial and logistical burdens on persons who have already provided identification as part of the application for service process.   On the other hand, removal of this requirement could reduce the effectiveness of PECO’s ability to verify residents covered under CAP service.  

As part of its CAP enrollment process, PECO proposes in its Plan to require a SSN for all household members, including those household members under the age of 18, asserting that such a requirement is necessary to protect CAP program integrity.  Furthermore, it has come to the Commission’s attention, through evaluation of complaints brought through the BCS’s informal complaint process, that PECO has already implemented this standard and has a current policy that demands that their customers disclose their SSN as a condition of entry into their CAP program.  

The Commission’s CAP Policy Statement at 52 Pa. Code 69.265 (6)(ii)(A)-(E) does not specifically mention use of a SSN for income verification.  It does, however, permit a utility to use an already existing government agency process.  DPW, a government agency, handles applications for food stamps, medical assistance, and LIHEAP, and uses one application for all of these programs.  SSNs are required for food stamps, Medical Assistance and welfare programs, but not for energy assistance.  (LIHEAP’s application does request it, but its omission does not preclude eligibility.)  DPW permits individuals to receive benefits if they are U.S. citizens or have satisfactory immigration status.  Thus, it may not be necessary for an applicant to have or provide a SSN in order to receive energy benefits under Pennsylvania statutes or regulations. 
 
The official website of the U.S. Social Security Administration[footnoteRef:11] gives guidance in an article titled Legal requirements to provide your Social Security Number which provides: [11:  http://ssa-custhelp.ssa.gov/app/answers/detail/a_id/78/~/legal-requirements-to-provide-your-ssn. ] 

  
If a business or other enterprise asks you for your Social Security Number, you can refuse to give it.  However, that may mean doing without the purchase or service for which your number was requested.  For example, utility companies and other services ask for a Social Security Number, but do not need it; they can do a credit check or identify the person in their records by alternative means.

Further, Section 7 of the Privacy Act, 42 U.S.C. § 405,  provides in relevant part that it “shall be unlawful for any Federal, State or local government agency to deny to any individual any right, benefit, or privilege provided by law because of such individual's refusal to disclose his Social Security account number.”  

TURN, et al., focused on discussing that PECO should cease denying CAP to those without a SSN.  PECO’s current requirement limits CAP enrollment to particular immigration status.  TURN, et al., Comments at 9.  Peach describes the requirement as an irresponsible practice with too many risks of disclosure of sensitive information.  TURN, et al., Rebuttal at 16.  All the non-PECO witnesses strongly oppose PECO’s practice of requiring SSNs from CAP applicants and household members.  TURN, et al., Brief at 35. 

OCA states that PECO should not require such information without addressing privacy concerns.  OCA comments at 13-14.

PCADV opposes the SSN requirement for all household members, including those under age 18 as it infringes on privacy, contravenes the Privacy Act and creates an insurmountable burden for foreign-born victims of domestic violence.  PCADV Comments P 1-2.  Because domestic violence victims often live in poverty, often a consequence of abuse, their need for CAP is great.  PECO responded with a willingness to work with PCADV but, as of February 27, had not yet made contact.  PCADV remains concerned about PECO not being subject to the same privacy protections as DPW which still puts victims at risk, referring to PECO Statement 1-R, p. 10-12.  PCADV would prefer the Commission reject PECO’s SSN requirement.  PCADV Main Brief at 6, 9 and 15-16.

PECO opines that it is legal and consistent with federal and state anti-fraud policies to require CAP Rate applicants to provide a SSN.  PECO Comments at 23.  PECO’s position has evolved over the past months. It now proposes to accept an Individual Tax Identification Number (ITIN), as well as SSNs, and will allow customers the option of refusing to provide SSNs without losing their CAP eligibility.  PECO Rebuttal at 15.  Ceiba supports the acceptance of ITNs.  Ceiba Letter.

CAUSE-PA comments echo that of other commenters; however, it adds that if the Commission adopts PECO’s proposal to not insist on receipt of the SSN, that the explanatory disclosure of such be prominent and conspicuous on the application itself, immediately following the request for the SSN.  CAUSE PA’s Pileggi Direct at 3-4.

Resolution:  The Commission appreciates the concession made by PECO both to allow customers the option of refusing to provide SSNs without losing their CAP eligibility and to accept ITINs in lieu of SSNs.  Disclosure of such should appear on the CAP application.  Accordingly, we shall direct PECO to make contact with PCADV, as it had proposed, within the next 30 days, to develop a process to ensure privacy for victims of domestic violence.

Requiring Proof of No Income

In the Tentative Order, we questioned whether requiring a notarized letter of no income is necessary to the operation of PECO’s CAP.  Such a requirement may impose financial and logistical burdens on persons who lack the resources to appear before a notary public and/or to pay for notary services.  

In its Plan, PECO also proposes that those claiming no income must provide a notarized letter, which is a “sworn and subscribed” statement, avowing that they have no income.  DPW requires a person claiming to have no income to submit a letter explaining how the person pays for basic living needs; however, this letter does not need to be notarized.  

OCA does not support requiring notarization of “no income” statements and suggests using DPW’s LIHEAP model of completed Zero-Income Statements which explain how a household pays for basic living costs and adds that the response to the problem should be scaled to the extent of the problem.  If this is a minor problem, an extensive effort to uphold this practice would not be cost-justified.  OCA Comments at 14-15.  

Face to Face, CLS, PCADV, and TURN, et al., all comment that a requirement for notarized statements of zero income is burdensome and unnecessary.  Most note and agree with OCA that PECO should track zero income CAP customers and scale a response to the extent of the problem to make sure such a requirement is cost-justifiable.  DPW does not require notarization.  PECO should follow that example.  

In the comment phase of this proceeding, PECO concluded that requiring a notarized letter “heightens the customer’s sense of ‘seriousness’” and that the DPW approach is not a better method as it would require PECO, and maybe even the PUC, to review such statements to determine the statement’s reliability.  PECO points out that a notary fee cannot exceed $5.  PECO Comments at 29-31.

PCADV explains how a notary fee of $5 can be unattainable and a procedural barrier and notes that Title 66 Pa. C.S. § 1417 and 52 Pa. Code §56.251 sets forth special protections for victims of abuse concerning service terminations and arrearage collections, which help victims transition to a different, safe environment.  Sometimes victims have no identification documents, and obtaining replacement documents can be complicated.  Without proper identification, a person would be unable to obtain services from a notary.  CAUSE-PA had similar input.  PECO conceded in its Rebuttal Testimony that an alternative, non-notarized approach provides the proper balance of allowing PECO to collect sufficient information to track and control fraud without creating barriers to obtaining benefits from that program.  It would mimic the DPW for those claiming no income by requiring a detailed explanation of how the household pays its bills with no income.  PECO Statement 1-R, p. 15, 1. 17-21.  

CAUSE-PA objects to the requirement for providing a detailed explanation about how the household it pays its bills.  CAUSE–PA also opposes the OCA position that PECO should require income recertification every quarter for no-income customers not certified by LIHEAP, as these two requirements would add costs and logistical concerns with little benefit.  CAP participants are already required to report change of circumstances as they occur.

While PCADV would accept PECO’s modified approach, PCADV has not received proposed language changes from PECO therefore, PCADV requests that the Commission reject PECO’s plan for notarized statements of no income.  PCADV Main Brief at 16-18.

Resolution:  The cost of mailing a written explanation of meeting household expenses is less than a notary fee.  The Commission appreciates the concession made by PECO to accept a detailed explanation of how the household pays for basic living costs with no income rather than having the statement notarized.  Accordingly, PECO is directed to analyze these situations as they come in, and use good judgment in requiring quarterly recertification.  The Commission agrees that this situation may not require extensive administration.  PECO is directed to contact PCADV within the next 30 days, to construct agreeable document language. 

CAP Credits 

	The Tentative Order recognized that we were contemplating a departure from prior orders.

	As stated earlier, on October 6, 2008, PECO’s 2007-2009 triennial USECP at Docket No. M‑00061945 was assigned to OALJ and resulted in a settlement, inter alia, which permitted PECO to average CAP credits.  In our Tentative Order in this proceeding, we requested comment as to whether PECO should continue to apply CAP credits on an “average customer design basis.”[footnoteRef:12]   [12:   CAP credits at that time were $1,800 for electric heat and $700 for non-heat.  See Final Investigatory Order, M-00051923 (December 18, 2006).] 


Comments, reply comments, testimony and briefs mostly stated the same position. All believe it best to maintain the average CAP maximum credits.

Resolution:  Accordingly, there is no need to alter the method PECO is using for application of maximum CAP Credits.

Low Income Usage Reduction Program

The Tentative Order sought comment on the effectiveness of PECO’s LIURP education efforts and any appropriate improvements needed to training efforts to make the proper referrals to LIURP and other low income programs, e.g., CARES.

PECO’s LIURP program assists low income customers with conserving energy, reducing energy bills and reducing overall residential energy demand.[footnoteRef:13] Utilities are required to develop LIURP programs, which install specific conservation measures in the homes of eligible customers.[footnoteRef:14]  The program is available to households with incomes at or below 200 percent of the FPIG.  To qualify, households must have monthly average base load usage of more than 600 kWh, more than 1,400 kWh for electric heating customers or more than 50 Ccf for gas heating customers.  Effective January 1, 2011, DSP, P-2008-2062739, paragraph 74, provides that: [13:   52 Pa. Code § 58.1.]  [14:   52 Pa. Code §§ 58.11 and 58.14(a).] 


Beginning in 2010, PECO will generate a list by March 31 of each year identifying those CAP customers that individually received benefits in the prior calendar year greater than the then-applicable maximum CAP benefit amount, as set for the at 52 Pa. Code §69.265(3)(v), as that amount may be revised by the Commission from time-to-time.  The list will include the customer’s usage, discount level, and CAP tier. Customers who appear on this list will be given priority in PECO’s LIURP program and in PECO’s expenditure of the non-LIURP low income weatherization funds described below. 

According to PECO’s submitted triennial Plan, it intends to provide LIURP services to an average of 7,800 customers each year from 2013-2015.  That number is a decrease in the number of customers from 2009-2010, and PECO attributes it to the increased costs of weatherization measures.  The LIURP budget, beginning in 2012, is $7.85 Million, including $5.6 Million for electric and $2.25 Million for gas weatherization.  However, as directed in the DSP settlement mentioned above, PECO will supplement its electric LIURP spending by an additional $2.5 Million in 2013, the last year mentioned in the 2010 settlement.  

	PECO’s proposed USECP provides that CAP Rate customers with usage above 500 kWh per month will be referred to PECO’s LIURP program.  However, the BCS analysis of PECO complaints, as noted in the Tentative Order, showed a statistically significant number of complaint calls from CAP customers with an evident need who had not been referred to LIURP.  The CAP Policy Statement at Section 69.265(6)(vi)  Consumer education and referral outlines that CAPs should include consumer education programs, and emphasizes the importance of both energy conservation and referrals to other appropriate support services.  

	While OCA supports, in theory, the current referral process as described in the APPRISE Evaluation, it notes a close correlation between income level and LIURP participation.  The APPRISE evaluation report stated PECO should target lowest income CAP customers who exceed CAP usage discount limits for LIURP.  OCA Main at 8.  OCA witness Colton states that PECO should improve targeting of LIURP towards high-use low-income customers by starting with the 16,000 IPAF customers and further targeting high burden customers within that IPAF population.  Colton Direct at 5.  Mr. Colton points out that although the program appears on face value to be reasonable, it seems the lowest income customers are not targeted, “although APPRISE states that the lowest income and the greatest CAP benefits receive the highest priority.”  Colton Direct at 49‑50.  By looking at the participation by income level, LIURP population reflects the distribution of the CAP Rate population, and PECO should target its high burden IPAF customers.  Colton Direct at 49.

	TURN, et al., recommend, in addition to a need for greater targeting of LIURP to lowest income CAP customers, an evaluation of housing conditions and heating situations of those below 25% FPIG to assess the need for services beyond LIURP.  Lowest incomes have the lowest cost/lowest rent housing and are more likely to be poorly weatherized with high utility bills.  Some may qualify for cost control exceptions and non-LIURP energy efficiency services.  TURN, et al., is concerned that PECO lists a static LIURP budget and therefore a decreased number of audits from increased costs.  TURN, et al., Comments at 12-13.

TURN, et al., further suggest that the Commission order PECO to increase LIURP referral training and provide resources to ensure effective LIURP treatments.  TURN, et al., Reply comments at 3.  TURN, et al., recognize that the “Commission observed a statistically significant number of complaint calls from customers with an evident need who had not been referred to LIURP” which PECO presumes are those dismissed as having rejected LIHEAP or being ones with conditions LIHEAP could not address, and states they should not be dismissed on presumptions.  TURN, et al., agree with OCA that they need more information on PECO’s LIURP referral program.  TURN, et al., Reply at 9.

Peach recommends that while programming CAP shopping, PECO should capture energy burden inputs, so “household size and household income are recorded and that household energy burden is recorded and kept as an individual value rather than as a group membership.”  This will establish an IT system with necessary data “to do full evaluations, including the information to independently compute energy burden and energy usage.”  Peach Comments at 11.

	PECO reports that its evaluators praise its LIURP program.  PECO Comments at  33.  PECO offers that the 43 customers noted in the Tentative Order as those not referred to LIURP are ones that may have rejected LIHEAP.  PECO surmises that 43 out of 140,000 CAP customers and 9,000 LIURP referrals should not require re-tooling of a program.  PECO Comments p 34-35.  PECO asserts that its evaluations do not suggest any difficulty targeting or reaching high use customers.  PECO Reply at 12. PECO notes that it has furnished LIURP to many high use customers over many years and asserts that APPRISE suggests that PECO has reached its eligible high use customers and is now addressing that same population and working with lower levels of usage.  PECO Main at 35. 

Resolution:  While the Commission acknowledges that most of the APPRISE Evaluation of LIURP was favorable, we recognize there are areas of concern where improvement may be warranted.  APPRISE did not have the customer complaint data that was reviewed by BCS, and this data clearly indicates that there are gaps in the participation rates for LIURP over the different income levels.  The Commission has very clear guidelines for prioritizing LIURP participation at 52 Pa. Code §58.10 (a-c), and it does not appear that the company has been following those as closely as prescribed. 
	
	The Commission finds that some retraining of staff may be necessary to ensure that referrals are made and LIURP eligible customers are correctly identified.  The Commission does not find that an increase in LIURP budgeting is required to accomplish this objective.  The Commission agrees with PECO that there are some situations where a customer, who meets all guidelines for LIURP, does not accept treatment or is otherwise determined to be ineligible for LIURP.  However, this does not explain the gaps identified by BCS in the CAP customer complaints.  Accordingly, PECO is directed to review current practices to determine if additional targeting or assessment of customers, especially those at or below 25 percent of FPIG, is necessary to provide proper referrals in the future. 


Hardship Fund 

MEAF is PECO’s hardship fund and is administered by each county’s fuel fund agencies.  Ratepayers and interested parties can pledge donations to MEAF.  A customer may receive one maximum grant of $500 for electric and/or $500 for gas during a 2-year period, up to $1,000 for dual commodity customers.  The grant amount, along with any other credits to the account, must eliminate any customer outstanding balance.

The Tentative Order did not request comments on this topic, and none were received. 

CARES Program

	The goal of the PECO CARES program is to educate and inform low income customers with special needs or extenuating circumstances.  It provides referrals of available resources to help them pay utility bills and can provide temporary protection from service termination.  The CARES program receives referrals from Community Based Organizations (CBOs) and other agencies, and referrals are evaluated for CAP enrollment.

PECO provided through comments and testimony that if the Final Order requires program changes, it will reevaluate its training and staffing to ensure that new programs operate efficiently.  PECO Direct at 57 (18-20).

Resolution:  PECO stated that if the Final Order required program changes, it would reevaluate its training and staffing to ensure that new programs operate efficiently.  Accordingly, the Commission directs it to do so. 

C.  Eligibility Criteria

The four components of PECO’s Plan have slightly different eligibility criteria as demonstrated in Table 4 below.

	
Table 4
Eligibility Criteria

	Program
	Income Criteria
	Other Criteria 

	CAP
	Household income at 150% FPIG or less
	Qualify at only one address per customer
May not contract with an alternate supplier

	LIURP
	200% FPIG or less
	Minimum consumption of 600 kWh for base load, 1,400 kWh for electric heat or over 50 Ccf per month for gas heat
Required for high use CAP customers

	MEAF
	175% FPIG or less
	Service is off or termination pending.  With MEAF and other grants and payments, balance must be eliminated. Eligible only every 2 years.

	CARES
	Low income
	Special needs
Extenuating circumstances



The Tentative Order did not request comments on this topic, and none were received. 

D. Projected Needs Assessment  

PECO submitted a needs assessment in accordance with 52 Pa. Code §§ 54.74(b)(3) and §62.4(b)(3).  According to 2010 U.S. Census data, PECO has 325,000 households with income at or below 150% of the Federal Poverty Level (FPL) who could be eligible for the CAP Rate program.  This figure is 23% of PECO’s total residential population.  Assuming a participation rate of 50% of those eligible, there would be a potential for 162,500 households in CAP Rate.  PECO also determined that it serves 437,000 households with income at or below 200% of the FPL which could qualify for LIURP, MEAF and/or CARES. 
The Tentative Order did not request comments on this topic, and none were received. 

E.  Projected Enrollment Levels

As reported to BCS through an informal quarterly survey, as of March 31, 2012, total enrollment in CAP Rate was 140,440.  Table 5 shows the projected enrollment levels for CAP Rate, LIURP, MEAF and CARES programs.

Table 5
Projected Enrollment Levels
	
	2013
	2014
	2015

	CAP
	142,000
	144,000
	146,000

	LIURP*
	7,800
	7,800
	7,800

	MEAF**
	750
	750
	750

	CARES**
	2,500
	2,500
	2,500



* The LIURP numbers have decreased due to increased costs of measures. 
** Although unpredictable, PECO anticipates that its MEAF and CARES programs would continue to serve relatively the same number of customers as it has in the past. 

At this time, we find that the projected enrollment levels may 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.  

The Tentative Order did not request comments on this topic, and none were received. 
F. Program Budgets

Table 6 below shows the proposed budget levels for each universal service component and the calculated average spending per customer for 2013-2015.  

	Table 6
Universal Service Program Budgets

	Universal Service Component
	2013
	2014
	2015

	CAP Rate
	$111,056,879
	$111,693,404
	$113,788,486

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

	MEAF**
	$1,314,927
	$1,339,476
	$1,345,623

	CARES
	$357,426
	$367,483
	$377,898

	Total
	$120,579,232
	$121,250,363
	$123,362,077

	Average Monthly Spending 
per 1,425,355 Customers
	$7.02
	$7.06
	$7.18


      * Does not include $2.5 million from the DPS Settlement.
** $500,000 of the MEAF budget for each year is not recovered in base rates and, therefore, not included in the “Total” above or the “Average Monthly Spending per Customer.

The Tentative Order did not request comments on this topic, and none were received. 

G. Use of Community-Based Organizations (CBOs)

The Competition Acts direct the Commission to encourage energy utilities to use CBOs to assist in the operation of universal service programs.  66 Pa. C.S. 2203(8) and § 2804(9).  Consistent with provision, PECO maintains relationships with the following CBOs:
· Utility Emergency Services Fund 
· Montgomery County Community Action Agency Development Commission
· Community Action Agency of Delaware County
· Mason Dixon Cares
· Bucks County Opportunity Council Inc.

PECO also partners with the Area Agencies on Aging throughout a five-county area.

The Tentative Order did not request comments on this topic, and none were received. 

H. Organizational Structure

The Tentative Order directed PECO to address whether PECO should reevaluate the level of support to consider any further training necessary for the program changes ultimately directed through a final order and employ sufficient staff to operate its programs efficiently.  

The organizational structure for the PECO Universal Service Programs is as follows:
· One Universal Services Manager
· Three Senior Analysts
· One Senior Supervisor
· Two Business Analysts
· One LIHEAP Contractor
· Three CARES Administrators

PECO has three separate call centers.  The CAP Call Center has a staff of 50; the LIHEAP Hotline has an average staff of 12; the MEAF Call Center employs six.  A contracted vendor administers LIURP.  PECO should reevaluate this level of support to consider any further training necessary for the program changes ultimately directed through this Final Order and employ sufficient staff to operate its programs efficiently.  

PECO provided through comments and testimony that if the Final Order requires program changes, it will reevaluate its training and staffing to ensure that new programs operate efficiently.  PECO Direct at 57 (18-20).

Staff would be needed to continue outreach to CAP B customers to determine eligibility for CAP A.  Peach suggested that PECO increase its CARES workforce to 10 to assist in preventing under-enrollment of customers in the lowest income CAP tiers.  CARES staff could work with neighborhood agencies to find, talk with and move eligible customers into the CAP Rate A.

TURN, et al., note in their Brief at page 33 that PECO should insure that its customer service representatives have the requisite training to be aware that customers with special circumstances may be eligible for enrollment in CAP rate A and to enroll them in Cap Rate A as appropriate.  TURN, et al., Rebuttal at 12-13.

Resolution:  As PECO stated it would if the Final Order required program changes, it should reevaluate its training and staffing to ensure that new programs operate efficiently.  Accordingly, the Commission directs it to do so. 

V.  Conclusion 

Consistent with the discussion above, we shall direct PECO to amend and file a Second Amended USECP for 2013-2015, and perform the following:  

(1)  PECO is directed to conduct an analysis of the fixed credit PIP, using the information herein, as it would apply to PECO’s CAP customers and provide a full report to the Commission and parties to this proceeding by September 30, 2013.  The parties will have a 20-day comment period and a 10-day reply comment period.  The Commission will render a decision on this approach thereafter.  Should it ultimately be decided that PECO will make a design change, the new design will be submitted in its February 2, 2015 triennial plan filing for implementation in 2016-2018.  Until that time, PECO will maintain its current rate tier system.

(2)  PECO is directed to make a concerted outreach effort as it did in 2008, to target enrollment in CAP Rate A as an ongoing practice.  PECO is also directed to train or retrain consumer services and outreach staff concerning the eligibility requirements and benefits of CAP A. 

(3)  PECO will apply one-twelfth pre-program arrearage forgiveness for in-full, on-time payments received throughout the year on a month to month basis and grant forgiveness when missed payments are caught up.

(4)  PECO will implement a 60-day income verification timeframe to complete the CAP auto-enrollment process, after notice of a LIHEAP grant.

(5)  PECO will accept ITINs in lieu of SSNs for those customers who do not have a SSN.  For those who refuse to provide a SSN or ITIN, PECO will waive that requirement without the customers losing their CAP eligibility and will disclosure these options on the CAP application.  PECO will make contact with PCADV, within the next 30 days to develop a process to ensure privacy for victims of domestic violence.

(6)  PECO will accept, from a household claiming no income, a detailed explanation of how the customer pays for basic living costs rather than having the statement notarized. PECO is directed to analyze these situations as they come in, and use good judgment in requiring quarterly recertification.  PECO is directed to contact PCADV within the next 30 days, to construct agreeable document language. 

(7)  PECO will continue average CAP credits.

(8)  PECO will reevaluate its training and staffing to ensure that CARES, organizational structure and new programs operate efficiently.  

We find that the remainder of the PECO Plan complies with the universal service requirements of the Electricity Generation Customer Choice and Competition Act and the Natural Gas Competition Act.  The remainder of the Plan complies with the universal service reporting requirements at 52 Pa. Code § 54.74 and §62.4.  The remainder of the Plan also complies with 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 or other relevant factors.  

This Final Order sets forth changes to prior orders, some of which approved settlements.  The Tentative Order was served on the parties to those prior orders and settlements and thus afforded them notice and opportunity to be heard relative to the changes specified herein.  This Final Order will also be served on the parties to those prior orders.

The changes mandated by this order are equally applicable for PECO’s gas and electric customers.  This will allow for consistency and less confusion; 

THEREFORE, 

IT IS ORDERED:

1. That the amended Universal Service and Energy Conservation Plan for 2013-2015 as filed by PECO Energy Company on October 15, 2012, is partially approved as consistent with Title 66 of the Pennsylvania Consolidated Statutes, Title 52 of the Pennsylvania Code and Commission practice, consistent with this Order. 

2.	That PECO Energy Company file a second amended Universal Service and Energy Conservation Plan for 2013-2015, consistent with this order, within 30 days of the entry date of this order.

3.	That the PECO Energy Company serve its second amended Universal Service and Energy Conservation Plan for 2013-2015 on the parties to this proceeding and on the parties to the following dockets:  

· PECO’s Petition for Expedited Approval of Consensus Modifications to PECO’s USECP for2001-2003 and Associated Tariff Changes, Docket Nos. R-00027870 and M-00001418; 
· USECP Submission for 2004-2006, Docket No. M-00041788; 
· PECO’s USECP for 2007-2009, Docket No. M‑00061945; 
· Petition of PECO for Approval of DSP and Rate Mitigation Program, Docket No. P-2008-2062739;
· PECO’s USECP for 2010-2012, at Docket No. M‑2009‑2094394; and 
· Petition of PECO for Approval of DSP II, Docket No. P‑2012-2283641. 

3.	That PECO Energy Company conduct an analysis of the fixed credit percent of income program plan, using the information herein, as it would apply to PECO’s CAP customers and serve a full report to the Commission and parties to this proceeding by September 30, 2013.  The parties will have a 20-day comment period and a 10-day reply comment period.  The Commission will render a decision on this approach thereafter.  Should it ultimately be decided that PECO will make a design change, PECO will submit the new design plan in its February 2, 2015 triennial plan filing for implementation in 2016-2018.  Until that time, PECO will maintain its current rate tier system.

5.	That a copy of this Final Order be served on the parties to this proceeding and on the parties to the following dockets:  

· PECO’s Petition for Expedited Approval of Consensus Modifications to PECO’s USECP for2001-2003 and Associated Tariff Changes, Docket Nos. R-00027870 and M-00001418; 
· USECP Submission for 2004-2006, Docket No. M-00041788; 
· PECO’s USECP for 2007-2009, Docket No. M‑00061945; 
· Petition of PECO for Approval of DSP and Rate Mitigation Program, Docket No. P-2008-2062739;
· PECO’s USECP for 2010-2012, at Docket No. M‑2009‑2094394; and 
· Petition of PECO for Approval of DSP II, Docket No. P‑2012-2283641. 


6.	That a copy of this Final Order be posted on the Commission’s website at http://www.puc.gov.
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	BY THE COMMISSION,


						Rosemary Chiavetta
						Secretary

(SEAL)
ORDER ADOPTED:  April 4, 2013
ORDER ENTERED:   April 4, 2013
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The rates used to calculate the bills in the following tables are the electric and gas rates in effect as of January 2012.

Tables 1 through 4 are examples electric bill calculations und PECO’s CAP Rate design.


	Table A1
Electric CAP Rate A—Non Heating--0-25% FPIG (with special circumstances)
Income of 25% of poverty for a family of four would be up to $480 per month.

	Bill for 1,500 kWhs
	Rates
	1,000 kWh
	Additional
500 kWh
	Total

	Customer Charge
	$0.52
	$0.52
	
	

	Variable Distribution Service Charge
	
	
	
	

	1st 1,000 kWh @ CAP RATE A
	$4.31
	$4.31
	
	

	>1,000 kWh @ CAP D
	$0.06/kWh
	
	$30.00
	

	Generation Charges
	
	
	
	

	CAP RATE A first 1,000 kWh
	$6.55
	$6.55
	
	

	>1,000 kWh CAP D
	$0.0918/kWh
	
	$45.90
	

	Alt. Energy Portfolio Standard 
	$0.09
	$0.09
	
	

	CAP D
	$0.00
	
	$0.00
	

	Transmission Service
	
	
	
	

	CAP RATE A first 1,000 kWh
	$0.53
	$0.53
	
	

	>1,000 kWh CAP D
	$0.0073/kWh
	
	$3.65
	

	Subtotal
	
	$12.00
	$79.55
	$91.55

	CAP D Discount of 70% (of $79.55)
	
	
	-$55.69
	-$55.69

	TOTAL
	
	$12.00
	$23.87
	$35.87






	Table A2
Electric CAP Rate A—Heating--0-25% FPIG (with special circumstances)
Income of 25% of poverty for a family of four would be up to $480 per month.

	Bill for 2,500 kWh
October – June = $65.88 per month
	Rates
	2,000 kWh
	Additional
500 kWh
	Total

	Customer Charge
	$2.22
	$2.22
	
	

	Variable Distribution Service Charge
	
	
	
	

	     1st 2000 kWh
	$8.13
	$8.13
	
	

	     >2000 CAP D
	$0.04/kWh
	
	$20.30
	

	Generation Charges
	
	
	
	

	     CAP RATE A 2000
	$18.18
	$18.18
	
	

	     >2000 CAP D
	$0.0918/kWh
	
	$46.35
	

	Alt. Energy Portfolio Standard 
	$0.00
	$0.00
	
	

	     CAP D
	$0.00
	
	$0.00
	

	Transmission Service
	
	
	
	

	     CAP RATE A 2000
	$0.53
	$1.47
	
	

	     >2000 CAP D
	$0.0073/kWh
	
	$3.70
	

	Subtotal
	
	$30.00
	$70.35
	$100.35

	CAP D Discount of 49% (of $70.35)
	
	
	-$34.47
	-$34.47

	TOTAL
	
	$30.00
	$35.88
	$65.88







	The tables below reflect the 2012 rate calculation, incorporating the heating rate “discount.”  That discount is scheduled to be eliminated by 2013.

Table A3
Electric CAP Rate E1--Non-Heating--126-150% FPIG
This would reflect a monthly income of $2,420 to $2,882 for a family of 4.

	Bill for 1,000 kWh
	Rates
	650 kWh
	Additional
350 kWh
	Total

	Customer Charge
	$7.20
	$7.20
	
	

	Variable Distribution Service Charge
	
	
	
	

	     all kWh
	$0.06/kWh
	$39.00
	$21.00
	

	Generation Charges
	
	
	
	

	     all kWh
	$0.0918/kWh
	$59.67
	$32.13
	

	Transmission Service
	
	
	
	

	     all kWh
	$0.0073/kWh
	$4.81
	$2.59
	

	Subtotal
	
	$110.68
	$55.72
	$166.40

	CAP E1 Discount of 27% (of $110.68)
	
	-$29.88
	
	-$29.88

	TOTAL
	
	$80.80
	$55.72
	$136.52






	
Table A4
Electric CAP Rate E1—Heating--126-150% FPIG
This would reflect a monthly income of $2,420 to $2,882 for a family of 4.

	Bill for 1,000 kWh
	Rates
	650 kWh
	Additional
350 kWh
	Total

	Customer Charge
	$7.20
	$7.20
	
	

	Variable Distribution Service Charge
	
	
	
	

	all kWh
	$0.0406/kWh
	$26.39
	$14.21
	

	Generation Charges
	
	
	
	

	1st 600 kWh
	$0.0927/kWh
	$55.62
	
	

	>600 kWh
	$0.070/kWh
	$3.50
	$24.50
	

	Transmission Service
	
	
	
	

	all kWh
	$0.0073/kWh
	$4.81
	$2.59
	

	Subtotal
	
	$97.52
	$41.30
	$138.82

	CAP E1 Discount of 0%
	
	$0.00
	
	$0.00

	TOTAL
	
	$97.52
	$41.30
	$138.82





Example Gas Bill Calculation


	Table A5
Gas CAP Rate D1     76-100% FPIG    January 1, 2012 Rates
Family of 4, monthly income of $1,460-$1,921

	Natural Gas Bill for 100 CCF
	Rates
	20 CCF
	80 CCF

	Supply Usage Charges 
	$0.5342
	$ 10.68
	$ 42.74

	Gas Cost Adjustment 
	$0.0255
	$   0.51
	$   2.04

	Balancing Service Cost 
	$0.0352
	 $   0.70
	$   2.82

	Customer Charge 
	$11.7500
	$ 11.75
	$ 11.75

	Distribution 
	$0.3761
	$   7.52
	$ 30.08

	Subtotal
	
	$ 31.16
	$ 89.43

	State Tax Adjustment 
	-$0.0012
	$  -0.04
	$ -0.11

	Subtotal
	
	$ 31.12
	$ 89.32

	CAP RATE Adjustment
	-11.0%
	$  -3.42
	$ - 9.83

	Customer Monthly Bill Amount
	
	$27.70
	$ 79.50



The discounts (% off) for the Gas CAP rate change according to tariff rates.


	Appendix Table A6

	PECO’s Monthly Electric CAP Rate Tier Structure

	CAP Rate
	Rate
	Months 
	Max Discount

	CAP Rate A
0-25% FPIG
(with special circumstances)
	Non-heat
	All months
	$12 for the first 1,000 kWh 
Each kWh > 1000 kWh billed at CAP D Discount

	
	Heating
	October - June
	$30 for the first 2,000 kWh 
Each kWh > 2000 billed at CAP D Discount

	
	
	July – September
	$30 for the first 1,000 kWh 
Each kWh >1,000 billed at CAP D Discount

	
	
	
	

	CAP Rate B* 
0-25% FPIG 

(no extenuating circumstances) 
	Non-heat
Minimum bill of $12
	Oct – May 
	92% of first 650 kWh up to $95.56 

	
	
	June
	92% of first 650 kWh up to $95.56 

	
	
	July – Sept
	 92% of first 750 kWh up to $109.24 

	
	Heating
Minimum bill of $30
	Oct & May
	88% of first 650 kWh up to $80.31

	
	
	Nov - Apr
	88% of first 1,500 kWh up to $177.08

	
	
	June
	88% of first 650 kWh up to $91.41

	
	
	July – Sept
	88% of first 750 kWh up to $104.49          

	
	
	
	

	CAP Rate C*
26-50% FPIG

	Non-heat
	Oct – May   
	85% of first 650 kWh up to $88.29

	
	
	June
	85% of first 650 kWh up to $88.29

	
	
	July – Sept   
	85% of first 750 kWh up to $100.93

	
	Heating
	Oct & May   
	76% of first 650 kWh up to $69.36

	
	
	Nov-Apr
	76% of first 1,500 kWh up to $152.93

	
	
	June
	76% of first 650 kWh up to $78.94

	
	
	July – Sept   
	76% of first 750 kWh up to $90.24

	
	
	
	

	CAP Rate D*
51-75% FPIG
	Non-heat

	Oct – May         
	68% of first 650 kWh up to $70.63

	
	
	June – Sept        
	68% of first 650 kWh up to $70.63

	
	
	Oct & May         
	50% of first 650 kWh up to $45.63

	
	Heating
	Nov - Apr
	50% of first 1,500 kWh up to $100.62

	
	
	June – Sept        
	50% of first 650 kWh up to $51.94

	
	
	
	

	CAP Rate D1*
76-100% FPIG
	Non-heat
	Oct – May         
	61% of first 650 kWh up to $63.36

	
	
	June – Sept        
	61% of first 650 kWh up to $63.36

	
	Heating
	Oct & May         
	37% of first 650 kWh up to $33.77

	
	
	Nov - Apr
	37% of first 1,500 kWh up to $74.46

	
	
	June – Sept        
	37% of first 650 kWh up to $38.43

	
	
	
	

	CAP Rate E*
101-125% FPIG 
	Non-heat

	Oct – May         
	36% of first 650 kWh up to $37.39

	
	
	June – Sept        
	36% of first 650 kWh up to $37.39

	
	Heating
	Oct & May         
	4% of first 650 kWh up to $3.65

	
	
	Nov – Apr
	4% of first 1,500 kWh up to $8.05

	
	
	June – Sept        
	4% of first 650 kWh up to $4.15

	

	
	
	

	CAP Rate E1*
126-150% FPIG
	Non-heat
	Oct – May 
	19% of first 650 kWh up to $19.74

	
	
	June – Sept 
	27% of first 650 kWh up to $19.74

	
	Heating
	Full residential rate
	0% discount

	
	
	
	0% discount

	Reflected above is the fully phased out heating rate which began in January 2013.

	*CAP Rate B, C, D, D1, E, E1 customers who exceed the kWh noted are “billed on the full Residential rate.”  Electric rates will be adjusted annually based on market prices.






	Appendix Table A7

	PECO’s Monthly Gas CAP Rate Tier Structure 

	Gas CAP Rate
	Income Level
	CAP Rate Bill*

	CAP Rate A/B
	0-25% FPIG
	79% discount on all charges 

	CAP Rate C
	26-50% FPIG 
	69% discount on all charges

	CAP Rate D
	51-75% FPIG
	29% discount on all charges

	CAP Rate D1
	76-100% FPIG
	14% discount on all charges

	CAP Rate E
	101-125% FPIG
	0% discount on all charges

	CAP Rate E1
	126-150% FPIG
	0% discount on all charges

	  *Gas Rates subject to change with market based price quarterly adjustments.
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