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OPINION AND ORDER


BY THE COMMISSION:

Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition is the PECO Energy Company (PECO or the Company) petition for approval of certain revisions to its initial Dynamic Pricing and Customer Acceptance Plan (Dynamic Pricing Plan) filed on February 22, 2013.  By this Petition, PECO requests that the Commission, on an expedited basis: (1) find that the Dynamic Pricing Plan, as revised, satisfies the dynamic rate requirements of Act 129; and (2) reaffirm its prior approval of PECO’s proposed recovery of Dynamic Pricing Plan costs through Generation Supply Adjustment (GSA) filings.  For the reasons presented herein we grant PECO’s petition.
I. 	Background

Act 129 of 2008 (the Act or Act 129) was signed into law on October 15, 2008, and became effective 30 days thereafter on November 14, 2008.  Among other things, Act 129 specifically directed that by January 1, 2010, or at the end of the applicable generation rate cap, electric distribution companies (EDCs) with more than 100,000 customers were to file, with the Commission for approval, one or more time-of-use (TOU) rates and real-time price plans.  The Commission has six months to approve or modify the submitted the price plans.  The EDC is to offer the approved TOU rates and real-time price plans to all customers that have an installed smart meter.  Furthermore, the EDC is to submit an annual report regarding the price programs and the efficacy of the programs in affecting energy demand and consumption, to include their effect on wholesale market prices.  66 Pa. C.S. § 2807(f)(5).  The Act defines a TOU rate as “a rate that reflects the costs of serving customers during different time periods, including off-peak and on-peak periods, but not as frequently as each hour.”  66 Pa. C.S. § 2806.1(m).  Real-time pricing is defined as “a rate that directly reflects the different cost of energy during each hour.”  Id.

II. 	Procedural History

On October 28, 2010, the Company filed its Dynamic Pricing Plan at Docket M-2009-2123944.  The Commission approved PECO’s Dynamic Pricing Plan by Order entered April 15, 2011.[footnoteRef:1]  The approved Dynamic Pricing Plan included the implementation of a multi-staged “test and learn” approach to determine effective combinations of dynamic rate design, technology, marketing and educational strategies.  The “test and learn” program was designed to target approximately 200,000 customers and utilize both TOU and Critical Peak Pricing (CPP) rate structures. [1:  See Petition for Approval of PECO Energy Company’s Initial Dynamic Pricing and Customer Acceptance Plan, Order at Docket No. M-2009-2123944 (2011 Dynamic Pricing Order).] 


	On December 16, 2011, the Commission entered an order that recommended that EDCs contemplate contracting with an EGS in order to help satisfy their Act 129 TOU requirement.[footnoteRef:2]    In response to this recommendation, on April 2, 2012, PECO filed a petition seeking approval of: (1) a Dynamic Pricing Plan supplement reflecting changes to facilitate the new EGS role; and (2) the selection of Reliant Energy Northeast LLC (Reliant) to provide TOU service.[footnoteRef:3]  The Dynamic Pricing Plan supplement detailed changes to: (1) the provision of commodity supply (Reliant instead of PECO); (2) the dynamic rate structure (TOU instead of CPP and TOU); and (3) the pilot size and term (a single solicitation of 140,000 customers for a one-year pilot instead of multiple solicitations of 200,000 customers for a two-year pilot).  PECO estimated that its proposed changes would reduce the overall cost of the Dynamic Pricing Plan from $11.6 million to $7.4 million.  No changes were proposed to the cost recovery and allocation methodologies established in the 2011 Dynamic Pricing Order.  All other requirements, protections and commitments made in the initial Dynamic Pricing Plan remained the same.  [2:  See Investigation of Pennsylvania’s Retail Electricity Market: Recommendations Regarding Upcoming Default Service Plans, Docket No. I-2011-2237952.]  [3:  See Petition of PECO Energy Company for Expedited Approval of its Dynamic Pricing Plan Vendor Selection and Dynamic Pricing Plan Supplement, Docket No. P-2012-2297304.] 


On September 26, 2012, the Commission entered an order at Docket No. P-2012-2297304 approving the vendor selection and Dynamic Pricing Plan supplement, subject to limited revisions to the terms and conditions of the TOU pilot.  The Commission found that customers enrolled in the TOU pilot should remain with Reliant unless they affirmatively choose to receive service from an alternative EGS or return to PECO’s default service offering.[footnoteRef:4]  [4:  See Petition of PECO Energy Company for Expedited Approval of its Dynamic Pricing Plan Vendor Selection and Dynamic Pricing Plan Supplement, Order at Docket No. P-2012-2297304 (2012 Dynamic pricing Order) at 12.] 


On February 22, 2013, PECO filed the instant petition for expedited approval of certain revisions to its previously approved Dynamic Pricing Plan.  Specifically, PECO proposes to:  (1) reduce the complexity of the TOU pilot and increase the use of customer focus groups; (2) assign Reliant both the commodity supply and program management tasks for the TOU pilot; and (3) separately test and analyze Home Area Network (HAN) devices in anticipation of their usage by customers and authorized third parties.  PECO Petition at 6.

PECO served its Petition on the Office of Consumer Advocate, the Office of Small Business Advocate, the Bureau of Investigation and Enforcement, the Philadelphia Area Industrial Energy Users Group, Direct Energy Services, LLC, Direct Energy Business, LLC and Reliant Energy Northeast, LLC.  In its Petition, PECO proposed that other parties provide comments by March 15, 2013, with reply comments due March 22, 2013.  Finally, PECO requested that the Commission issue an order on May 9, 2013.  On March 5, 2013, Reliant filed a letter in support of PECO’s Petition.  No other comments or reply comments were submitted.  The matter is now ripe for a decision.




III. 	Discussion

In support of its Petition, PECO states that the proposed changes will provide a more focused and productive approach to investigating the core components of a dynamic rate offering supplied by an EGS.  PECO proposes to investigate the HAN devices outside of the TOU pilot.  In particular, PECO will utilize customer focus groups to test and refocus different marketing and customer education strategies.  PECO also proposes to utilize recent research to infer the load impact of HAN devices on TOU customers and to perform a separate Technology Demonstration and Test Plan to prepare for the use of HAN devices by customers and authorized third parties.  PECO notes that the more focused TOU pilot will employ a single residential test cell and maintain single test cells for small and medium commercial and industrial customers and CAP customers.  PECO Petition at 7.

PECO asserts that the customer focus groups will allow it to test a variety of educational and marketing materials in a less costly manner, receive customer feedback in real time and refine its materials before proceeding with the TOU pilot.  PECO further believes that it is appropriate to rely on recent research regarding the impact of HAN devices, which has found load reductions of approximately five or ten percent in response to peak prices versus similarly situated customers without the technology.  PECO further asserts that these changes will help lower the overall cost of the program.  PECO Petition at 7.

Under its current plan, Reliant supplied the commodity and the consulting firm of Freeman, Sullivan & Company (FSC) provided the program management.  In this Petition, PECO proposes to drop FSC as program manager and have Reliant take over those duties.  PECO has discussed its decision with FSC, and FSC had no objections.  Specifically, Reliant will now be responsible for developing customer education and marketing materials, developing and hosting a pilot website, providing a customer call center, providing bill protection checks, and tracking pilot data.  PECO asserts that due to the reduced scope and complexity of the TOU pilot, FSC is no longer needed to implement pilot test cells or to provide analysis of pilot data.  PECO states that this change will reduce the overall plan costs from $7.4 million to $7.0 million.  PECO Petition at 8 and 9.

PECO further proposes to implement a two part Technology Plan.  Under the first part of this plan, focused on the performance of HAN devices, PECO will:  (1) conduct lab testing to verify that selected HAN devices meet PECO’s performance requirements and are compatible with PECO’s smart meter technology and network; (2) conduct limited customer premises testing of selected HAN devices involving a variety of building materials; and (3) conduct lab testing to determine the functionality and interoperability of the selected devices with broadband internet.  This First part is to last eighteen to twenty-four months.  In the Second part, PECO will focus on its role to support the use of HAN devices by customers and authorized third parties.  PECO will develop and test back office processes and IT functionality to enable a customer, EGS or other third party to gain access to near real-time meter usage data, including the use of broadband internet for data and messaging.  PECO Petition at 9 and 10.

PECO Asserts that its Technology Plan will allow it to better define its role in supporting HAN device setup and customer and third-party access to near real-time smart meter data.  PECO also expects the results of this Technology Plan will benefit the Commission working groups developing statewide processes and standards for customer access to usage data.  PECO Petition at 10.

PECO is not proposing any changes to the cost allocation and recovery
methodologies established in the 2011 Dynamic Pricing Order and affirmed in the 2012 Dynamic Pricing Order.  In this revised Dynamic Pricing Plan, costs will continue to be recovered from PECO’s default service customers through its GSA mechanism.  No costs will be assigned to Default Service Procurement Class 4 (large commercial and industrial customers), because those customers will not be eligible to participate in the Dynamic Pricing Plan.  Readily attributable Dynamic Pricing Plan costs will be directly assigned to the Default Service Class for which such costs are incurred.  All other costs, which cannot be directly assigned, will be allocated to Default Service Classes 1, 2, and 3 in proportion to each class’s default service load.  PECO adds that the proposed revisions will reduce overall Plan costs from $7.4 million to $7.0 million.  PECO Petition at 11.

PECO further notes the availability of a $200 million matching grant under the Department of Energy (DOE) Smart Grid Investment Grant Program.  Dynamic Pricing Plan costs incurred through April 14, 2014 will be eligible for reimbursement for allowable costs under the matching grants.  The Company estimates that $2.2 million of Dynamic Pricing Plan costs will be eligible for this reimbursement.  PECO Petition at 12.

In its Comments, Reliant expressly supports PECO’s Petition and requests that the Commission act expeditiously in approving the plan revisions.  Reliant states that expedited consideration is required so that the customer premises testing component of the Technology Plan can be completed before CAP customers in the pilot receive their in-home devices.  In addition, Reliant asserts that expedited consideration is needed to that the wide range of administrative, marketing and IT projects can be completed before customers are solicited to enroll in the pilot’s TOU rate offer.  Reliant Comments at 1.



IV. 	Disposition
	
We accept PECO’s arguments concerning the benefits of the Dynamic Pricing Plan as revised in this Petition.  PECO’s revised Dynamic Pricing Plan will facilitate gathering and sharing information about customer preference, load impact and enabling technology during the universal deployment period.  Specifically, we find that the Dynamic Pricing Plan, as revised, satisfies the dynamic rate requirements of Act 129.  We also reaffirm our prior approval of PECO’s proposed recovery of Dynamic Pricing Plan costs through GSA filings.  The Dynamic Pricing Plan, as revised in this petition, does not require additional cost recovery and appropriately leverages DOE matching funds. 

For the reasons set forth, supra, we will grant PECO’s Petition; 


THEREFORE,


IT IS ORDERED:	


1. That the Petition of PECO Energy Company for expedited approval of revisions to its previously approved Dynamic Pricing Plan is granted, consistent with this Opinion and Order. 


2. That PECO Energy Company is permitted to implement its revised Dynamic Pricing Plan consistent with this Opinion and Order.













3. That a copy of this Opinion and Order shall be served on all active Parties of record.






[image: ]BY THE COMMISSION,



Rosemary Chiavetta
Secretary






(SEAL)
ORDER ADOPTED:  May 9, 2013 
ORDER ENTERED:  May 9, 2013
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