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ORDER
BY THE COMMISSION:


Before the Public Utility Commission (Commission) for consideration is the Petition for approval of the Default Service Program and Procurement Plan (DSP) for the Period June 1, 2013, through May 31, 2015, of PPL Electric Utilities Corporation (PPL Electric) filed on March 25, 2013, as amended by PPL Electric on April 26, 2013.
I. Brief History of the Proceeding


On January 24, 2013, the Commission approved, with modifications, PPL Electric’s Default Service Program and Procurement Plan in its Opinion and Order, Petition of PPL Electric Utilities Corporation for Approval of a Default Service Program and Procurement Plan for the Period June 1, 2013, through May 31, 2015, (January 2013 Order).  PPL was directed in the January 2013 Order to file a revised DSP including associated tariff supplements.  

On February 26, 2013, PPL Electric filed its revised Default Service Supply Master Agreement (Revised SMA) and revised Request for Proposals Process (Revised RFP) and Rules in compliance with the January 2013 Order.  The Revised SMA and Revised RFP were approved by Commission Secretarial Letter on March 27, 2013.

On March 11, 2013, PPL Electric submitted its revised Retail Market Enhancement Programs (March 11 RME) to include the Retail Opt-In Program and a revised Standard Offer Program in compliance with the January 2013 Order.  The Commission entered a Final Order on Reconsideration on April 4, 2013, suspending the implementation of the Retail Opt-In program
.  

On March 25, 2013, PPL Electric submitted its revised DSP (March 25 DSP) to address the directives of the January 2013 Order which included the following:

· Procurement proposal of Default Service supply and related Alternative Energy Credits; 

· An implementation plan;

· A proposed rate design;

· An explanation of Regional Transmission Organization (RTO) compliance and consistency;

· A contingency plan for the Revised DSP;

· Revised Default Service SMA and Revised RFP (approved by Commission Secretarial Letter on March 27, 2013); 
· Supplement No. 129 to Tariff Electric Pa. PUC No. 201 to implement rates under the Revised DSP, including Generation Supply Charge-1 (GSC-1), Generation Supply Charge-2 (GSC-2) and Transmission Service Charge (TSC); and  
· Revised Retail Opt-In and Revised Standard Offer Programs.

In its March 25 DSP, PPL Electric requested the continued use of its current time-of-use rate (TOU).  PPL Electric was directed to schedule a collaborative with interested stakeholders within 10 days of the entry date (January 24, 2013) of the January 2013 Order.  The collaborative was to be held within 90 subsequent days to discuss and resolve any issues regarding the development and implementation of a TOU rate option that will allow PPL Electric to meet its TOU rate requirement.  PPL Electric was further directed to file a new TOU rate proposal within 90 days following the conclusion of the collaborative.  
PPL Electric was encouraged to consider the Retail Energy Supply Association (RESA) proposal to implement a competitive retail (i.e., EGS) bid process to meet its TOU rate requirement.  PPL Electric has begun the collaborative process and discussions with parties regarding potential TOU program alternatives are ongoing.  PPL Electric has requested authority to continue its currently effective TOU rate option, including the frozen rates initially approved by the Commission in Docket No. M-2011-2258733 until a new TOU program is approved.  The TOU program is discussed further below. 
The PP&L Industrial Customer Alliance (PPLICA), Office of Consumer Advocate (OCA), and Retail Energy Supply Association (RESA) filed comments and PPL Electric and FirstEnergy Solutions Corp. filed reply comments regarding the March 11 RME and/or the March 25 DSP.  
PPL Electric filed an amendment to the March DSP on April 26, 2013 (April 26 DSP-A).  The April 26 DSP-A removes the Retail Opt-In Program from the DSP, seeks approval of an affiliated interest agreement (Docket No. G-2013-2363423) for the third party provider to assist with the Standard Offer Program, revises the effective date for new and moving customers to be added to the Standard Offer Program, and revises the timeline for implementation of the Standard Offer Program.
OCA filed comments regarding the April 26 DSP-A.  PPLICA provided a letter stating it will not be commenting on the April 26 DSP-A.

II. Discussion
A. TOU Program
1. Background
In the January 2013 Order, the Commission rejected PPL Electric’s proposed TOU program and directed it to schedule a collaborative with interested stakeholders to revise the TOU rate option.  PPL Electric was directed to schedule the collaborative within 10 days of the January 2013 Order entry date, hold the collaborative meeting within 90 subsequent days, and file a new TOU rate proposal within 90 days following the conclusion of the collaborative.  The existing TOU rate option expires on May 31, 2013.  While the collaborative process has begun and negotiations are ongoing, PPL Electric does not believe a new TOU rate option will be submitted and approved by the Commission by May 31, 2013.  PPL Electric has submitted a tariff supplement (Supplement No. 129 to Tariff Electric PA No. 201) which removes the end date of May 31, 2013 for the TOU rate and continues the applicability of the currently frozen charges.  PPL Electric proposes to file a tariff supplement implementing a new TOU program for approval by the Commission at the conclusion of the collaborative process.   
2. Disposition
In order to allow the TOU collaborative to continue its work and to allow the Commission adequate time to approve a new TOU rate option, we agree with PPL Electric’s proposal to continue its currently effective TOU rate option until the Commission approves a successor program.  We are directing PPL Electric to conclude the collaborative and file a new TOU rate proposal within three months of the entry date of this Order.
B. Cost recovery for the Customer Referral Program
1. Background 
In the January 2013 Order, PPL Electric was directed to meet with EGSs and other interested parties and resubmit a plan or proposal within forty-five days of the entry date of the Order regarding how EGSs and/or customers will pay for the Standard Offer Referral Program and to develop appropriate terms and conditions to govern the relationship of the parties in providing the Standard Offer Program.  January 2013 Order, Ordering Paragraphs 37 and 39.  PPL Electric was also directed to report back to the Commission within forty-five days of the entry date of the Order proposing a new implementation date of the Standard Offer Program.  The proposed schedule must provide for implementation of the Standard Offer Referral Program no later than August 1, 2013.  January 2013 Order, Ordering Paragraph 36.
PPL Electric held a meeting with EGSs and other interested parties on February 22, 2013, to discuss their proposal.  A revised proposal was provided to the interested parties on March 6, 2013.  A conference call was held on March 7, 2013, with all interested parties to discuss the revised proposal.  PPL asserts that they have carefully considered all of the comments and suggestions offered by the other parties, and has incorporated many of the suggestions and has revised its proposal to achieve consensus to the extent possible.  PPL Electric March 11, 2013 Petition at 2.
The Standard Offer Program is designed to target residential, small commercial and industrial (C & I) (less than 25 kW) customers on default service.  Shopping customers who request the program will also be eligible to participate.  The Standard Offer Program will provide participants with a standard 7% discount off the then-current Price to Compare (PTC) for a twelve month term.  The Standard Offer Program will be presented during customer contact to PPL Electric call centers, for calls other than for emergencies or terminations and similar calls.  PPL Electric proposes to use a third-party provider to handle the Standard Offer Program calls.
PPL Electric will contact the EGSs serving residential and small C&I customers in the PPL Electric territory.  Each EGS that decides to participate will be required to sign a Standard Offer Program Binding Participation Form.  EGSs may elect each quarter to participate.  The Standard Offer Program will be offered, provided at least one EGS participates for a Customer Group in the quarter.  PPL Electric asserted that the Standard Offer Program will be implemented no later than August 1, 2013.  PPL Electric March 11, 2013 Petition at 9. 
PPL Electric proposes to recover the Standard Offer Program (SOP) costs from participating EGSs as follows:
· $500 per EGS registration fee for market certification testing costs (only if the EGS is not already rate ready certified).

· Participating EGSs are required to pay a fee of the lesser of $30 per referred customer or PPL Electric’s actual costs per referred customer.  Total costs will be tabulated per quarter and charged to all participating EGSs for that quarter.  Any remaining costs will be included and recovered in PPL Electric’s Competitive Enhancement Rider (CER). The allocation of these costs to the customer groups will be determined consistent with the cost allocations accepted by the Commission in PPL Electric’s most recent base-rate proceeding.  PPL Electric March 11, 2013 Petition at 13. 
· PPL has submitted an Affiliated Interest Agreement for a third party vendor – PPLSolutions, LLC – to handle SOP calls.  PPLSolutions will be paid $28 per referred customer.  PPL Electric will recover these costs from the participating EGSs.  

Non-capital costs (operation, maintenance and administrative) will be recovered from the participating EGSs.  PPL Electric will publish estimated costs of the program at the time of solicitation.  PPL Electric maintains that any EGS electing to participate in the Standard Offer Program accepts, among other things, by signing the Standard Offer Program Binding Participation Form, responsibility to pay for the appropriate cost of the program.

PPL Electric had originally estimated capital costs at $522,500 for modifications to the billing and electronic data interchange (EDI) systems be recovered in PPL Electric’s next base-rate proceeding.  PPL Electric asserts that the allocation of these costs to the appropriate Customer Groups will be determined in that base-rate proceeding.  

In the April 26 DSP-A, PPL has asserted that capital costs would actually need to be $1.025 million, if PPL Electric offered “Day 1 Enrollment” for new and moving customers.  PPL Electric proposes to revise enrollment procedures for new and moving customers.  PPL Electric will hold the enrollment for processing until the customer’s connect date.  At that time, the customer will be automatically enrolled with the EGS, with EGS service to begin with the new or moving customer’s first available bill cycle according to the 11-day rule.  PPL Electric contends that this revision will reduce PPL Electric’s estimated capital costs for the Standard Offer Program to approximately $190,500.  April 26 DSP-A at 7-8. 

2. OCA’s Position

OCA expresses concern regarding the cost of the Standard Offer Program.  PPL Electric proposes to hire a third party to handle the Standard Offer Program calls.  PPL Electric also proposes to recover program costs that exceed $30 per referred customer through the CER.  OCA questions whether PPL Electric’s program design will minimize the overall costs of the program.  OCA cites Duquesne’s proposed program, where costs are estimated to stay below the $30 cap.  Duquesne will forward calls regarding the program to the EGSs.  OCA asserts that the Duquesne model may reduce expense of the program and be more efficient. OCA submits that PPL Electric should design their program with costs, including capital costs, below the $30 cap.  
OCA disagrees with ratepayers being asked to support any cost of the program.  But if the program goes forward, OCA maintains that a more reasonable approach would be a sharing of excess costs.  OCA proposed that the Standard Offer Program should not be approved until further information on program cost is provided. OCA March 21, 2013 Comments at 4-7.
In response to the April 26 DSP-A, OCA commented that it does not object to PPL Electric’s proposed SOP design, since PPL Electric will limit costs for the third party vendor to less than the $30 capped charge per enrolled customer.  OCA agrees with PPL Electric’s proposal to hold enrollments for processing for new and moving customers until the customer’s connect date, but states that PPL Electric should ensure that the procedure is properly communicated to customers who have selected the SOP.  OCA goes further to state that PPL Electric should ensure that its scripting for the third party vendor fully informs customers of the procedure.  OCA May 6, 2013 Comments at 3-4. 

3. RESA’s Position

RESA disagrees with OCA’s position in OCA’s March 21 comments and supports PPL Electric’s proposed cost recovery methods.  RESA asserts that PPL Electric proposes to recover capital costs from all customers through distribution rates and non-capital cost first through a capped amount from participating EGSs and then any excess through the CER which is assessed to all distribution customers.  RESA contends that recovery of capital costs from all customers is reasonable since any enhancement to the customer billing and service functions will have a direct beneficial impact on all customers regardless of whether or not that customer is participating in the Standard Offer Program.  RESA also asserts that the capping of the amount the EGSs are required to pay, mitigates the risks an EGS may face and provides incentive for EGSs to participate.  RESA Comments at 3-5.

4. PPLICA’s Position

The PPLICA contends that the Commission reject any proposal to collect Standard Offer Program costs from customer classes ineligible to participate in the program, specifically Large C&I customers.  In its reasoning, PPLICA asserts that large C&I customers do not benefit from PPL Electric’s proposed program and should be held exempt from cost recovery methodologies associated with  customer classes that benefit from such programs.  Further, PPLICA cites the Commissions longstanding prohibition of interclass subsidization and avers that imposing cost recovery mechanisms on C&I customers would impose unjust and unreasonable rates in contravention of cost causation principles.  PPLICA comments at 4-5.
5. FirstEnergy Solutions’ Position
FirstEnergy Solutions (FES) contends that the recommendation by OCA that PPL Electric adopt the Duquesne proposed Standard Offer Referral Program (SOP) is without merit since it is not based on precedence, or factual analysis and the Commission has not yet approved Duquesne’s SOP design.  Additionally FES asserts that Duquesne Light designed its program to accommodate constraints particular to its operations which are not applicable to PPL Electric. FES comments at 2-4.
6. PPL Electric’s Response

PPL Electric stated in their reply comments that they have entered into negotiations with a third party to handle the Standard Offer Program calls and they expected the total cost of the program to be less than the $30 cap, thereby nullifying OCA’s concern of non-capital costs in excess of the proposed cap.  PPL Electric states that it is difficult to allocate the capital costs related to modify the billing system because of the nature of the Standard Offer Program since EGSs can decide to participate or not on a quarterly basis.  PPL Electric goes further to explain that these capital costs are a fixed amount not defined by the number of customers that participate so that PPL Electric cannot designate a cost to be assigned to a specific group of EGSs.  PPL Electric contends that they should not be required to bear any portion of the cost of the Standard Offer Program if the total costs exceed $30 per enrolled customer.  

PPL Electric maintains that OCA’s suggestion that Duquesne’s model of transferring Standard Offer Program calls to the EGSs should be rejected.  PPL Electric contends that the EGSs may not be able to handle the volume of potential calls.  PPL Electric states that they are “more comfortable” with their proposed approach of using a third party to handle the Standard Offer Program calls.  PPL Electric Reply Comments at 9-13.
PPL Electric argues in their April 10, 2013 Reply Comments that any non-capital costs not recoverable from the EGSs will be collected through the CER and that it will seek to recover capital costs for the SOP in a future rate case proceeding.  PPL Electric alleges that PPLICA’s concerns regarding cost allocation to Large C&I customers is premature.

7. Disposition


The January 2013 Order directed PPL Electric, with cooperation of the EGSs, to resubmit a plan or proposal regarding how the EGSs will pay for the Standard Offer Customer Referral Program.  While the parties were able to resolve any number of changes to reflect the Commission’s action on its original default service plan, issues of cost allocation were unresolved. 

PPL has estimated in its March 25 DSP that the capital costs for modifications to the billing and EDI systems required to implement the Standard Offer Program are $522,500.  PPL also stated that the program will only be offered during a specific PTC quarter if at least one EGS participates.  In its April 26 DSP-A, PPL Electric lowered the estimate of required capital costs for the SOP to $195,500.  

While we commend PPL Electric for reducing the capital costs to $195,500, we are concerned at the level of capital costs required for a program that may not be put in place.  Since we do not have enough information at this time to validate the necessity for the $195,500, we make no determination in this proceeding regarding the appropriateness and cost recovery of the capital costs until PPL Electric’s next base rate case.


We concur with PPLICA, that collecting Standard Offer Program capital costs from customer classes ineligible to participate in the program is unreasonable.  

Regarding the non-capital costs of the SOP, since PPL Electric has indicated that a cost of $28 per customer will be charged, we make no determination regarding the use of the CER for costs exceeding the $30 cap.    

C. Affiliated Interest Agreement between PPL Electric Utilities Corporation and PPLSolutions, LLC  

1. Background

PPL Electric offered a Request for Proposal (RFP) process to identify key terms of service to be provided by a third party vendor who will handle the SOP customer calls.  Two parties submitted bids in response to the RFP.  The low bid was received from PPLSolutions, LLC (PPLSolutions), an affiliate of PPL Electric.  PPLSolutions will be paid $28 per customer who agrees to be enrolled in the SOP and is referred to an EGS by PPL Electric.  This charge is less than the $30 per referred customer cap that was proposed in the March 25 DSP.  

On April 26, 2013, as part of the April 26 DSP-A, PPL Electric filed with the Commission, pursuant to 66 Pa. C.S. §§ 2102, et seg., a proposed affiliated interest agreement (Docket No. G-2013-2363423) between PPL Electric and PPLSolutions, LLC. The Agreement states that PPL Electric and PPLSolutions desire to enter into an arrangement whereby PPL Electric may agree to purchase from PPLSolutions, call center services for the Standard Offer Program.  Calls will first be handled by PPL Electric.  At the end of the original call to PPL Electric, eligible callers and selected customer data will be transferred to PPLSolutions so PPLSolutions can explain in more detail the terms and conditions of the SOP.  At the end of the call, PPLSolutions will record the customer’s selection to participate and EGS selection if applicable.
PPLSolutions will provide customer account number and the customer’s selection to PPL Electric at the end of each business day.  PPLSolutions will be credited at a rate of $28.00 per customer for each EGS referral submitted.  The SOP will be offered to customers beginning August 1, 2013 and the program will continue until May 31, 2015.  The Agreement will remain in force between August 1, 2013, and May 31, 2015, unless terminated earlier by the Commission. 

Costs will be recovered by PPL Electric from the EGS’s at a rate of $28 per referred customer.  

2. OCA Position

OCA does not object to the affiliated interest agreement and commends PPL Electric’s effort to mitigate the costs of the SOP.  

3. Disposition

Upon review of the affiliated interest agreement filing, it does not appear that this Agreement is unreasonable or contrary to the public interest.  However, approval of this filing does not constitute a determination that the associated costs or expenses are reasonable or prudent for the purposes of determining just and reasonable rates.  Furthermore, the Commission’s approval is contingent upon the possibility that subsequent audits, reviews and inquiries in any Commission proceeding may be conducted, pursuant to 66 Pa. C.S. §§ 2101, et seq.

D. Standard Offer Program Effective Date
PPL Electric was directed to implement its SOP no later than August 1, 2013 in the January 2013 Order.   PPL Electric proposes in the DSP-A, a start date of 13 weeks from the Commission’s approval of the Revised DSP for the SOP.  We are not approving this conditional start date revision, our direction in our January 2013 Order, was clear, and this revision is contrary to that revision.  We note that PPL Electric has proposed a start date of August 1, 2013 in its affiliated interest agreement with PPL Solutions LLC.  

III. CONCLUSION

Based on the foregoing discussion, we shall grant the Default Service Program and Procurement Plan for the Period June 1, 2013 through May 31, 2015 as modified by this Order;  THEREFORE,
IT IS ORDERED:

1. That the PPL Electric Utilities Corporation’s Petition for approval of the Revised Default Service Program and Procurement Plan, as amended by the April 26, 2013 Amendment for the Period June 1, 2013 through May 31, 2015 is granted in part and denied in part, consistent with this Order, and specifically approve:
a) The currently effective Time of Use to continue until the Commission approves a successor program;
b) The Retail Opt-In Program is removed from the Revised Default Service and Procurement Plan;
c) A new effective date for new and moving customers to be added to the Standard Offer Program.


2. That PPL Electric Utilities Corporation’s request to begin the start of the Standard Offer Program until 13 weeks after Commission approval is denied.

3. That PPL Electric Utilities Corporation’s Supplement No. 129 to Tariff Electric – Pa. P.U.C No. 201 is hereby permitted to become effective on June 1, 2013.

4. That PPL Electric Utilities Corporation is directed to conclude the Time of Use collaborative and file a new TOU rate proposal within three months of the entry date of this order.


5. That the Affiliated Interest Agreement between PPL Electric Utilities Corporation and PPLSolutions, LLC at Docket No. G-2013-2363423 is approved.


6. That a copy of the Order shall be served on the Office of Consumer Advocate, the Office of Small Business Advocate, the Bureau of Investigation and Enforcement and all Parties to this proceeding. 
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BY THE COMMISSION,


Rosemary Chiavetta


Secretary

(SEAL)

ORDER ADOPTED: May 23, 2013
ORDER ENTERED:  May 23, 2013
� A more complete and detailed discussion of the history of this proceeding and the standards applicable to default service are presented in the Commission’s Order entered January 24, 2013, at Docket No. P-2012-2302074 (January 2013 Order) at 2-6.


� Petition of PECO Energy, et al, Docket Nos. P-2012-2283641, et al, Order entered April 4, 2012.  
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