CELLNET DATA SERVICES (CA), INC.

November 19, 1998

Re: PECO Joint Petition for Full Settlement Competitive Provider of Last Resort
Paragraph 38, Docket Nos. R-00973953 and P-00971265

vSecretary

Pennsylvania Public Utility Commission
PO Box 3265

Harmrisburg, PA 17105-3265

.Fr(7zw
Dear Sir or Madam, |

Thank vou,

Chris Kin\g&“\

Vice President

Please find enclosed CellNet’s comments on the above-captioned matter.

cc: John C. Miller, Jr. P.E. Bureau of Conservation, Economics and Energy Planning
(717) 783-1546
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RECEIVED
SECRETARY'S BUREAU

Docket Nos. R-00973953
and P-00971265

ORIEIAL

COMMENTS OF CELLNET DATA SYSTEMS, INC.

Re PECO Joint Petition For Full Settlement
Competitive Provider of Last Resort
Paragraph 38

DOCUMENT

F O l_ D E RZellNet Data Systems, Inc. (“CellNet”) respectfully submits the following

comments in response to the Commission’s Tentative Order in the above-captioned item
(*“Order™).

CellNet provides advanced metering and communications technology (network
meter reading and related services) to electric utilities and energy service providers in
deregulated states, including California. CellNet’s interest in this proceeding is as a
potential provider of metering services in Pennsylvania’s deregulated electricity market to
either a utility or competitive provider of last resort or both.

CellNet takes no position regarding the issues addressed in the Order. Instead, our
interest is in having clearly understandable rules for the market. In this regard, we urge
the Commission to clarify the role of Competitive Default Service (“CDS”), which
CellNet believes will help clarify the means by which CDS will be implemented. The
issue arises in the original terms of the Settlement Agreement (cited at page 3 of the
Order), which states that “20% of all of PECO’s residential customers — determined by
random selection... without regard to whether such customers are obtaining generation
service from an EGS — shall be assigned to a provider of last resort-default supplier... that
will be selected on the basis of a Commission-approved energy and capacity market price

bidding process. This service shall be referred to as [CDS]




In other deregulated states, the provider of last resort-default provider is
commonly understood to be the generation provider for those customers unable,
unwilling, or undesiring to choose a new energy supplier (EGS). Given this commonly
understood context, it is unclear what the Settlement and Order language means when it
says customers of an EGS “shall be assigned” to the provider of last resort-default
provider. Why would an EGS’s customer be “assigned” to another generation supplier.
One possible interpretation is that the CDS is the provider of last resort-default provider
for certain EGS customers in the event their EGS leaves the market or otherwise stops
providing service to those particular EGS customers. However, the language in the
Settlement and Order is not clear on this point. In another example, the Order’s draft
Terms and Conditions of Service T2 (at 15) states that “The CDS provider will be
responsible for notification of customers of their selection in the random lottery...” It is
unclear why the CDS provider would notify the customer prior to that customer having a
need for service from the CDS. In addition, T2 calls for the opportunity for CDS
customers to “return to PECO default provider of last resort.” Is the provider of last resort
the CDS, PECQO, or the customer’s choice? The Commission is respectfully urged to
clarify the roles and responsibilities of PECO as default provider of last resort and the
CDS as provider of last resort-default provider. Such clarification would greatly assist in

clarifying the rules themselves.

Respectfully submitted,
Chris S. King

Vice President

CellNet Data Systems, Inc.
125 Shoreway Road

San Carlos, CA 94070

Date: November 18, 1998
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OFFICE OF CONSUMER ADVOCATE
IRWIN A, POPOWSKY

555 Walnut Street 5th Floor, Forum Flace
Consumer Advocate

Harrisburg, Pennsylvania 17101-1923
(717) 783-5048

FAX (717) 783-7152
E-Mail: paoca@ptd.net
i T November 19,1998

James J. McNulty, Secretary
Secretary’s Bureau

PA Public Utility Commission
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Room B-20, North Office Bldg. ’,.E‘é o _
P.O. Box 3265 TR _1
Harrisburg, PA 17105-3265 2 = e
e o7
[l —1
Re:  Application of PECO Energy Company f&
Approval of its Restructuring Plan Under
Section 2806 of the Public Utility Code
Docket No. R-00973953
Dear Secretary McNulty:

Enclosed please find for filing an original and two copies of the Notice of
Withdrawal of Appearance of Steven K. Steinmetz in the above-captioned proceedings.

Certificate of Service.

Copies have been served upon all parties of record as shown on the attached

Sincerely,

Steven K. Steinmetz

Assistant Consumer Advocate
Enclosures

ce: All parties of record

EEF
Hon. Marlane R. Chestnut
Hon. Charles E. Rainey, Jr.
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

APPLICATION OF PECO ENERGY

COMPANY FOR APPROVAL OF ITS :

RESTRUCTURING PLAN UNDER SECTION Docket No. R-00973953
2806 OF THE PUBLIC UTILITY CODE :

WITHDRAWAL OF APPEARANCE

Please withdraw my appearance on behalf of the Office of Consumer Advocate in the
above-designated matter. Assistant Consumer Advocate Tanya J. McCloskey will continue to
represent the office in the above captioned matter. Accordingly, please address all future
correspondence to her attention.

Respectfully submitted,

DOCUMENT

[#5]

F ‘ c 2
O L D ) o D e
E R Steven K. Steinmetz = 5 0
Assistant Consumer Advocate =g Ty
- Xz w1
- C_‘ - —
For: . go BERS
Irwin A. Popowsky - ~ I
Consumer Advocate =4 P

Office of Attorney General & =~

Office of Consumer Advocate
555 Walnut Street

Forum Place, 5th floor
Harrisburg, PA 17101-1923
(717} 783-5048

DATED:  November 19, 1998 NOV 23 1998



CERTIFICATE OF SERVICE . @ mm]l—'
Re:  Application of PECO Energy Company for
Approval of its Restructuring Plan Under

Section 2806 of the Public Utility Code
Docket No. R-00973953

I hereby certify that I have this day served a true copy of the foregoing document,
Notice of Withdrawal of Appearance of Steven K. Steinmetz, upon parties of record in this
proceeding in accordance with the requirements of 52 Pa. Code § 1.54 (relating to service by a
participant), in the manner and upon the persons listed below:

Dated this 19th day of November, 1998.

SERVICE BY INNER-OFFICE MAIL
Kenneth L. Mickens, Esq.
Office of Trial Staff
PA Public Utility Commission
P.O. Box 3265

Harrisburg, Pa 17105-3265

SERVICE BY FIRST CLASS MAIL, POSTAGE PREPAID

Danie] Clearfield, Esq. Bernard A. Ryan, Jr., Esq.
Alan Kohler, Esq. Small Business Advocate
Wolf, Block, Schorr and Suite 1102 Commerce Bldg.
Solis-Cohen 300 North Second St.
Locust Court, Suite 300 Harrisburg, PA 17101

212 Locust Street

Harrisburg, PA 17101 John J. Gallagher, Esq.

Zsuzsanna E. Benedek, Esq.
LeBoeuf, Lamb, Greene & MacRae
200 North Third Street

Harrisburg, PA  17108-2105



Chrnistopher B. Craig, Esq.

Senate Democratic Appropriations
Committee

Room 545 Main Capitol Bldg.
Harrisburg, PA 17120

William Hawke, Esq.

Janet L. Miller, Esq.

Malatesta Hawke & McKeon, LLP
Harrisburg Energy Center

100 North Tenth Street
Harrisburg, PA 17101

David Kleppinger, Esq.
Derrick P. Williamson, Esq.
Robert A. Weishaar, Jr,
McNees Wallace & Nurick
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166

Linda C. Smith, Esq.

Dilworth, Paxson, Kalish & Kauffman LLP
305 N. Front Street, Suite 403

Harrisburg, PA 17101-7811

Paul Bonney, Esq.

Ward Smith, Esq.

PECO Energy Company
2301 Market Street

P.O. Box 8699 .
Philadelphia, PA 19101-8699

Bruce V. Milier, Esq.

John Klauberg, Esq.

LeBoeuf, Lamb, Greene & MacRae
125 West 55th Street |

New York, NY 10019-5389

Gary A, Jeffries, Esq.

CNG Energy Services Corporation
One Park Ridge Center

P.O. Box 15746

Pittsburgh, PA 15244-0746

Paul Russell, Esq.

Pennsylvania Power & Light Co.
Two North Ninth St.

Allentown, PA 18101

Steven P. Hershey, Esq.
Community Legal Services, Inc.
1424 Chestnut St.

Philadelphia, PA 19102

John L. Munsch, Esq.
Allegheny Power

800 Cabin Hill Dr.
Greensburg, PA 15601

Clinton A. Vince

Paul E. Nordstrom

Deborah A. Swanstrom

Joel D. Newton

Verner, Liipfert, Bernhard, McPherson
& Hand

901 15th Street, NW

Washington, DC 20005-2301

Roger E.Clark, Esq.
Environmental Energy Project
905 Denston Drive

Ambler, PA 19004

Joseph A. Dworetzky, Esq.

New Energy Ventures

Hangley Aronchick Segal & Pudlin
One Logan Square, 12th Floor
Philadelphia, PA 19103

Donald A. Kaplan, Esq.

Lisa M. Helpert, Esq.

Preston Gates Ellis & Rouvelas Meeds
Suite 500

1735 New York Avenue, N'W.
Washington, D.C. 20006-4759



Audrey Van Dyke, Esq.
Navy Facilities Command
Washington Navy Yard
Building 218, Room 200

901 M Street, S.E.
Washington, DC 20374-5018

Usher Fogel

Roland, Fogel, Koblenz & Cair, LLP
Pennsylvania Petrolenm Association

1 Columbia Place
Albany, NY 12207

Liz Robinson

ECA

1924 Arch St.
Philadelphia, PA 19103

Gordon J. Smith, Esq.

John & Hengerer

1200 17th St., N.W.

Suite 600

Washington, DC 20036-3006

Vickiren S. Aeschleman
Director-Regulatory Policy
QST Energy Inc.

300 Hamilton Blvd., Suite 300
Peoria, IL 61602

Sheila §. Hollis, Esq.

Mary Ann Ralls, Esqg.

Stephanie A. Sugrue, Esq.
Duane, Morris & Heckscher LLP
1667 K Street, N.W., Suite 700
Washington, DC 20006-1608

Kenneth G. Hurwitz, Esq.
Maureen Z. Hurley, Esq.
Venable, Baetjer, Howard &
Civiletti, LLP

1201 New York Avenue, N.W.
Suite 1000

Washington, DC 20005-8300

Lance Haver
6048 Ogontz Ave.
Philadelphia, PA 19144

Randall V. Griffon, Esq.

Delmarva Power & Light Company
800 King Street

Wilmington, DE 198399

David Boonin, President

New Energy Ventures

1845 Walnut Street, Suite 2525
Philadelphia, PA 19103

Paul L. Ziegler, Esq.

Delaware Valley Schools Energy/Utility
Consortium

Ziegler & Zimmerman, PC

355 North 21st Street, Suite 304

P.O. Box 1080

Camp Hill, PA 17011-3707

H. Allen Knopp

Director, Regulatory Affairs
DuPont Power Marketing
P.O. Box 2197, CH-1038
Houston, TX 77252

Craig A. Doll, Esq.
Delmarva Power & Light Co.
214 State St.

Harmmisburg, PA 17101

Terrance J. Fitzpatrick

David M. DeSalle

Ryan, Russell, Ogden & Seltzer, LLP
800 North Third Street

Suite 101

Harrisburg, PA 17102-2025

Walter W. Cohen, Esq.
Obermayer Rebmann Maxwell &
Hippel LLP

204 State Street

Harrisburg, PA 17101



John P. Zinkand, Esq.
Executive Vice Pres.
Pennsylvania Petroleum Assn.
Suite 121, Bidg. 2

2001 N. Front St.

Harrisburg, PA 17102

Kenneth Zielonis Esq.
Stevens & Lee

208 North 3rd Street

Suite 310, P.O. Box 12090
Harrisburg, PA 17108-2090

(Pennsylvania Retailers’ Association)

Philip Bertocci

Valerie Bullock

CLS, CEPA

1424 Chestnut St., 5th Floor
Philadelphia, PA 19102

Jeffrey Bladen

Carrie Cullen Hitt

NEV

535 Baylston St., Top Floor
Boston, MA 02116

Tom Bainbridge
Kent Hatt

GPU Energy

2800 Pottsvlle Pike
Reading, PA 19640

Darlene Horten

GPU Energy

Rt 183 and Van Reed Rd.
P.O. Box 15152

Reading PA 19612

Janet Arnold, Esq.

Ryan, Russell, Ogden & Seltzer
1100 Berkshire Blvd.

Reading, PA 19612

(GPU Energy)

Jim Peters

CellNet Data Systems
3 Agronomy Rd.
P.O. Box 785

Storrs, CT 06268

Paul Gromer

CellNet Data Systems
77 North Washington St.
Boston, MA 02114

Tom Stathos

PP&L

827 Havsman Rd.
Allentown, PA 18104

Tony Osmanski
Anthony Kubiak
Wayne Fairchild
PP&L

2 Scotch Pine Drive
Hazleton, PA 18201

Rick Haring
Energis

499 Thornall St. .
Edison, NJ 08837

John Dalton

Allegheny Electric Cooperative
212 Locust St.

P.O. Box 1266

Harrisburg, PA 17108

Jesse A. Dillon, Esq,
PP&L

2 North Ninth St.
Allentown, PA 81801

Cara Tammaro
Enron

400 Metro Place N
Dublin, OH 43017



Jeff Brown

Enron

400 Professional Park Dr.
Goodlettsville, TN 37072

Bob Rafferty

Jim Stauble

David Sneeringer
Conectiv

252 Chapman Rd.
Newark, DE 19714-6066

John R. Lloyd
GPU

405 West Plank Rd.
Altoona, PA 16602

Jim Steffes
Craig Wright
- Nancy Hetrick
Bob Coates
Lee Simmons
Rob Hamon
Shirley Whyte
Enron
1400 Smith St.
P.O. Box 1188
Houston, TX 77002

s

Tanya J. McCloskey
Steven K. Steinmetz
Assistant Consumer Advocates

Counsel For

Office of Consumer Advocate
555 Walnut Street

5th Floor, Forum Place
Harrisburg, PA 17101-1921
(717) 783-5048
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C%JIONWEALTH OF PENNSYLVANIA

. v
OFFICE OF CONSUMER ADVOC»@@H@HWM‘ ’
555 Walnut Street 5th Floor, Forum Place
Harrisburg, Pennsylvania 17101-1823

IRWIN A, POPOWSKY (717) 783-5048 FAX (717) 783-7152
Consumer Advocate

DOCUMENT  December1, 1998
FOLDER

James J. McNulty, Secretary

c
1

%) -
™m co R
. R . o) 3
Pennsylvania Public Utility Commission 2, SA Y
Room B-20, North Office Building FE ':;-1
P. O. Box 3265 R T e
. Y gl -1 [
Harnisburg, PA 17105-3265 Py oo
T £ iz
Re:  Re: PECO Joint Petition for Full Settlem @

Competitive Provider of Last Resort Parag@ph 38
Docket Nos. R-00973953 & P-00971265

Dear Secretary McNulty:

Enclosed please find for filing an original and 15 copies of the Office of Consumer
Advocates Comments In the above-capitoned proceeding.

A copy of this document has been served upon all parties of record as evidenced by the
attached Certificate of Service.

Sincerely,

@%’8‘ s

Tanya J. McCloskey
Assistant Consumer Advocate

Enclosures

cc: All parties on the Certificate of Service
John C. Miller (Bureau of CEEP)
Hon. John M. Quatin, Chairman
Hon. Robert K. Bloom, Vice Chairman
Hon. David W. Rolka, Commissioner
Hon. Nora Mead Brownell, Commissioner

, §Q\b Hon. Aaron Wilson, Jr., Commissioner
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SETTLEMENT: COMPETITIVE PROVIDER OF

Docket Nos. R-00973953
LAST RESORT, PARAGRAPH 38
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COMMENTS
OF THE OFFICE OF CONSUMER ADVOCATE

ny34NG

Tanya J. McCloskey
Assistant Consumer Advocate

Counsel for:
Irwin A. Popowsky
Consumer Advocate
Office of Consumer Advocate

555 Walnut Street 5th Floor, Forum Place
Harrisburg, PA 17101-1923
(717) 783-5048

DATED: December 1, 1998



II.

TABLE OF CONTENTS

INTRODUCTION . ........ ... .. ... e e e ]
SPECIFIC COMMENTS . .. e 3
A The Requirements Of The Provider Of Last Resort Function, For Either

An EDC Or An Altemative Supplier, Are Established By The Act .......... 3
B. The Rate Cap Provisions_Of The Act And Of The Settlements Apply

To Competitive Default Service As Well As EDC Service . . ............... 4
C. Termination Procedures For Failure To Pay CDS Charges . .. .. ............ 5
D. Universal Service Funds and LIURP Regulations . . ...................... 7
E. The Commission Should Retain The Option Of Allowing A Bid Structure - .

That Does Not Require The Bidder To Perform All Customer Cares Functions . 8
F. PreQualification Criteria . ... ...ttt e e e 9
G. Selection CrIteria . . ... v vt oo et et e e e e e e 10

1 Criteria S3 and S4--Rate Design and Rate Stability ............... 10

2 Criterion S2--Length of bid . ..... ... ... ... .. .. .. ...... 10
H. Terms_and Conditions of Service Criteria . ... ... .. ... oo 11

1. Criterion T5--Obligation To Adhere To All Applicable

Commission Regulations . ....... ..., 11
2. Criterion T10--Notice Before Switching Customers and Opt.
Back Provisions ... .. ..ottt 11

3. Criterion T12--Further Random Selection ................. .. ... 12

4. Criterion T14--Wholesale PUrchases . . ... ............cooooo.... 14
L | Emergency Call ProviSions .. ... ovvv oo ... 14



J. Summary of OCA’s Additional Recommendations . .................... 15
1. Summary of OCA’s Recommendations From_
Docket No. M-00960890F.Q17 . ..... ... ... ... . ..., 15
2. Summary of OCA’s Specific Recommendations
Regarding Annex A ... ... ... ... 16
[II.  CONCLUSION ... e i 19



L. INTRODUCTION

On October 20, 1998, the Pennsylvania Public Utility Commission (PUC or
Commission) entered a Tentative Order in the above-captioned proceeding setting forth certain
provisions regarding the Competitive Default Service (CDS) established in Paragraph 38 of the Joint
Petition for Settlement of PECO Energy’s Restructuring Proceeding. The Commission attached
Annex A, which sets forth such things as the qualifications necessary to bid on CDS, selection
criteria for CDS providers, and various terms and conditions of CDS service. The Commission
requested that interested parties submit Comments to the Commission to facilitate the resolution of
outstanding issues regarding CDS.

Initially, the Office of Consumer Advocate (OCA) suggests that the rulemakings and
Commission Orders defining and developing the Provider of Last Resort obligation are among the
most important proceedings that will be undertaken by the Commission in restructuring the electric
industry. These rulemakings and Order will establish the basic consumer protections for electric
service, and assure that this essential service remains available to all citizens of the Commonwealth
in an affordable and reasonable manner. Furthermore, the manner in which the CDS is provided will
also have a significant impact on the development of a competitive market for residential and small
commercial customers because it is likely that many customers (the percentage in Pennsylvania or
in the various EDC service territories for which this option is available) will “choose not to choose”
and will remain with their current utility.

The OCA would note that the OQCA has filed Comments in another Commission
proceeding to establish guidelines for the provider of last resort obligation (POLR). These
Comments, filed at Docket No. M-00960890F.0017, and attached hereto and incorporated herein by
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reference, set forth many of the terms and conditions which the OCA believes should apply to POLR
service. Since CDS is a provider of last resort service, the OCA submits that these Guidelines must
be applicable to CDS providers of last resort as well as EDC providers of last resort.

Finally, the OCA submits that there must be no derogation of service to residential
customers as a result of competitiveiy bidding the provider of last resort obligation. Any competitive
bidding procedure must make clear that competitive providers are bidding to provide the same or
better quality of service as customers currently receive and will receive from the electric distribution
company (EDC). Since the Act requires that service from the EDC be provided to customers with
no loss in service quality or consumer protection, it is appropriate for the Commission to impose this
same obligation on the CDS provider. See, e.g. 66 Pa.C.S. §2809(e).

The OCA would also note at the outset that although this Tentative Order is directed
to the PECO Energy Joint Petition for Settlement, most, if not all, of the criteria and principles
recommended by the OCA will be applicable to other utilities that are pursuing Competitive Default
Service for a portion of their provider of last resort function. Although there may be some
differences regarding implementation under the varying Settlements, the OCA submits that the
general principles regarding Competitive Default Service should be the same throughout the

Commonwealth,'

! Throughout these Comments, the OCA will refer generally to EDCs rather than to

PECO specifically unless a specific reference to PECO is necessary or helpful.
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IL. SPECIFIC COMMENTS

A The Requirements Of The Provider Of Last Resort Function, For Either An EDC Or
An_Alternative Supplier, Are Established By The Act.

As the Commission recognized in Intenim Guidelines Addressing Electric
Distribution Companies’ Activities Relating To Their Provider Of Last Resort Functions, Docket
No. M-00960890F.017 (Order entered November 19, 1998), the Act sets forth the responsibilities
of a Provider of Last Resort. The OCA submits that the responsibilities as set forth in the Act, and
as defined and developed by the Commission through its Orders and Rulemakings must apply
equally to competitive providers of last resort. The OCA submits that the establishment of a
competitive provider of last resort that is not required to adhere to the same standards as an EDC
provider of last resort would adversely affect the consumer protections contemplated by the Act.
As the Act makes clear, it is within the Commission’s discretion to allow a provider of last resort
other than the utility. 66 Pa.C.S. §2802(16). The OCA submits, however, that the Commission must
assure that the competitive provider of last resort 1s held to the same standards as the EDC provider
of last resort and that the competitive provider of last resort has the technical and financial fitness
to meet these same standards before allowing an alternative provider of las’; resort under the Act.

As such, the OCA recommends that the Commission set forth clear criteria requiring
the CDS provider to be bound by the Act, and all Commission Orders and regulations just as an EDC
would be bound. Our comments will suggest a number of specific changes which should be

considered by the Commission in its criteria set forth in Annex A.



B. The Rate Cap Provisions Of The Act And Of The Settlements Apply To Competitive
Default Service As Well As EDC Service.

Under the Customer Choice Act, the electric distribution company must provide
generation services to any customer who 1s not eligible to choose or who for any reason, seeks to,
or needs to, obtain generation services from a distribution company. During the operation of the rate
caps, the price for this generation service cannot exceed the rates for this service in effect on January
1, 1997. Customers who try the competitive market and then retumn to their distribution company
still must receive the protections of the rate cap unless the customer elects a new service not subject
to the rate cap. The provision of the generation portion of the customer’s bill by the distribution
company is subject to the rate cap. Utilities may in fact seek to obtain the PLR generation from
other sources, but the total customer bill, in the case of the first rate cap, or the generation portion
of the bill (inclusive of the stranded cost recovery charges) in the case of the second rate cap, cannot
exceed the rates in effect on January 1, 1997, except for a narrow set of reasons not applicable here.

The OCA submits that these protections are equally appiicable to any competitive
provider of last resort. In fact, the Settlements establishing a competitive default service clearly
indicate that no bids will be entertained that exceed the rate cap levels. See, e.g., Joint Petition For
Settlement--PECO Energy, 438(c) and (e). This protection is essential for consumers. Otherwise,
consumers could be disadvantaged by being assigned to the competitive provider of last resort rather
than receiving any benefits from the provision of this service through a competitive supplier as
contemplated by the Act and the Settlement. The OCA submits that this expectation should be

reaffirmed by the Commission in the criteria regarding Selection of CDS Provider.



C. Termination Procedures For Failure To Pay CDS Charges.

The Commission, in its Order, solicits comments on the ability of a CDS provider to
terminate service for non-payment. In other words, should the Commission allow a customer to be
terminated from the electricity grid for a failure to pay undisputed CDS charges? As the
Commission is aware, the OCA has strongly argued that customers should never be terminated from
the electricity.grid for failure to pay unregulated competitive charges from an alternative supplier.
The Commission has agreed with this position, and has issued several Orders, regulations and
guidelines adopting this position. See, ¢.g., Final Order Re: Guidelines For Maintaining Customer
Services At The Same Level Of Quality, Docket No. M-00960890F.011 (Order of July 11, 1997 at
38-39). The OCA submits, however, that Competitive Default Service, which is provider of last
resort service, must be treated the same as EDC provider of last resort service. Since this service is
a POLR service, the CDS, after appropriately complying with Chapter 56 and all relevant consumer
protections, must have the ability to require the EDC to terminate a customer from the electricity
grid for non-payment of undisputed charges for competitive default service, after complying with
all of the Commission’s regulations. The OCA recognizes that a process will need to be established
between the EDC and the CDS to effectuate this termination. We recommend that only the EDC
actually physically terminate service at the customer’s meter.

As the OCA understands the CDS set forth in the Settlements, the CDS provider will
essentially stand in the shoes of the EDC for the provider of last resort function. The CDS will
assume all customer cares functions, must serve all customers assigned to it, and must comply fully
with the Public Utility Code and the Commission’s Orders and regulations promulgated pursuant
to the Code. Indeed, the Commission’s criteria call for costs associated with these responsibilities,

5



such as Chapter 56 billing and collection costs, uncollectible expense and universal service costs to
be portable with the customers assigned to the CDS provider. See, Criterion T7.> Under these
circumstances, the CDS provider is functioning exactly as the EDC provider and must retain the
ability to terminate customers for failure to pay undisputed POLR charges in accordance with the
Commission’s regulations.

The OCA would note, however, that it must be made clear that a CDS provider can
only terminate for unpaid charges associated with provider of last resort service. To the extent that
the CDS provider has a competitive affiliate or provides competitive generation service in the EDC’s
service territory, it may not terminate a customer for unpaid charges associated with this competitive
affiliate or competitive generation service. Therefore, the Commission should require that a
competitive provider that provides CDS service should maintain a separate billing and collection
method for its CDS customers from its regular competitive service customers.

Alternatively, it may be appropriate for the Commission to permit an approach in its
bidding protocols for CDS that allows the CDS provider to return the delinquent customer to the
EDC. The EDC should then be permitted to pursue termination in accordance with Commission
regulations utilizing the unpaid, undisputed CDS charges as a grounds for termination. Under this
scenario, revenues associated with termination, and a certain level of uncollectible expense, would
not need to be portable with the customer referred to CDS providers. Such an option may be

preferable to some CDS providers.

2 Pursuant to Appendix J of the PECO Settlement, these costs have already been
unbundled for PECO. The OCA takes no position on whether the specific methodology or results
of that negotiated Settlement should be replicated at other EDCs.
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The OCA submits that either alternative would properly recognize that CDS is a
provider of last resort function. /n no case, however, should a consumer lose any existing Chapter
56 termination protections based on their assignment to CDS. That is, to the extent a CDS provider
assumes the EDC’s role in termination, the CDS must be subject to the same Chapter 56 restrictions
and requirements that apply to an EDC.

D. Universal Service Funds_ and LIURP Regulations

The Commission’s criteria are unclear as to what entity should administer and deliver
universal service programs such as LIURP and CAP programs. In Criterion TS, the Commission
requires a CDS to comply with the Commission’s LIURP regulations, but it does not specifically
state whether the CDS will be responsible for the delivery of LIURP programs, or CAP programs.
The OCA had initially contemplated that the universal service program delivery would remain with
the EDC, or in this case, PECO. Although PECO will be required to make universal service funding
portable with the customer, the administration and delivery of the program remain within the
responsibility of PECO. The OCA submits that this should be clarified in the Commission’s criteria.

The OCA would raise one other concern in regard to the CDS providing customer
cares functions. To the extent that the CDS conducts the billing function for CDS customers, the
CDS bill must include any Hardship Fund checkoff lines as are contained on the current EDC bills,
and must remit this money to the appropriate fund. This would ensure that collections continue for

these important Hardship Funds.



® ®
E. The Commission Should Retain The Option Of Allowing A Bid Structure That Does

Not Require The Bidder To_Perform All Customer Cares Functions.

The Commission’s criteria, as well as the Settlements, seek bids for the provision of
not only generation service, but all customer cares service as well. As the OCA understands this
requirement, the successful bidder would provide all services related to such things as billing and
metering, payment arrangements, Chapter 56 compliance, and perhaps even universal service
programs. The OCA submits that it is quite possible that, upon further review, alternative suppliers
that do not have access to the same customer service structure as an EDC may not be able to submit
a bid to provide all customer cares functions. If it appears that the customer cares functions and
Chapter 56 requirements are too onerous to produce successful bids at or below the rate cap, the
Commission may need to modify the CDS program. The OCA submits, however, that in no
circumstance should service be degraded for CDS customers. Rather, a bid structure that does not
require the provision of all customer cares functions should be contemplated.

For example, a competitive bi;i could be conducted just for the generation service,
such as the standard offer bids in Maine. Under this scenario, competitive providers would bid to
provide generation to the EDC (including the renewables requirement) at a rate equal to or less than
the generation shopping credit. The EDC would retain all customer cares functions and would
continue to provide billing and metering services, universal services, payment arrangements, and
other customer cares functions as it does today for the POLR customers. The alternative provider
would simply be providing generation service at a rate that is competitive with the current shoppir‘lg

credit.



The Settlements, however, appear to contemplate a bidding process where the CDS
will not only provide generation service, but will also provide some portion, if not all, of the
customer cares functions. The Commission may wish to explore in the future whether some
potential CDS providers would be interested in providing the generation service only in response
to this service and whether this approach would result in lower prices for POLR customers.

F. PreQualification Criteria

With respect to creditworthiness criterion (PQ2), the OCA recommends that the
interested CDS bidder demonstrate its ability and willingness to increase the amount of its security
bond by the level of retail sales reflected in the provision of CDS. The Commission should make
it clear that it will require the winning CDS provider to provide a security bond on a higher amount
as a condition of award of the winning bid. This increased security amount will be particularly
important because of the role of the CDS provider in billing for the entire electric bill for affected
customers and the CDS provider’s responsibility to comply with all of the Commission’s service
quality and customer service rules and regulations which would otherwise be applicable to the EDC.

With respect to customer care functions (PQ7), the interested CDS bidder should do
more than merely “describe the manner in which customer care functions will be accomplished.”
The bidder should provide the necessary demonstration that it can in fact provide the necessary
customer care functions on the scale required for the applicable CDS service. While the CDS bidder
may not yet in fact have the facilities in place to provide such service at the time it submits its
prequalification materials or its bid, it should nevertheless demonstrate that it has access to the
necessary skills and resources to provide such services at the same level of service quality enjoyed

by the EDC's customers.



G. Selection Criteria

1. Criteria S3 and S4--Rate Design and Rate Stability

The Commission’s Tentative Order (Annex A, S3 and 4) addresses the rate design
and rate stability of the CDS service. The OCA recommends that these criteria should require the
CDS provider submit a bid utilizing the same basic block rate structure or rate design for each
affected customer class. Although rates in one or more of the blocks may be lower than the EDC
rates, it is 0niy by requiring the use of the same rate block structure that the Commission can assure
that the rate cap provisions of the Act are adhered to by the CDS provider. While the CDS service
may in fact result in lower rates (/.e., those less than the applicable shopping credit), it should not
result in changes in rate structure that could result in violations of the rate cap or shifting of costs
between customers. In addition, the OCA recommends that the rates during the bid period be fixed
and not subject to variation in order to provide rate stability for CDS customers.

2. Criterion S2--Length of bid

The Commission’s Criteria, in paragraph S2, allows for bids of up to three years. The
OCA agrees that if customer cares functions are to be included as services provided by the CDS, the
option of a multiple year bid may be necessary. Since the provision of certain customer cares
functions may require additional staffing and training by the CDS, it may prove to be cost effective

only if the CDS is able to submit a multi-year bid to perform these services.
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H. Terms and Conditions of Service Criteria

1. Criterion T5--Obligation To_ Adhere To All_Applicable Commission
Regulations.

In Criterion T5, the Commission makes clear that a CDS provider has the obligation
to abide by all applicable regulations, including but not limited to Chapter 56. As the OCA set forth
above, the OCA believes that this is a key element of CDS service. As such, the OCA recommends
that this provision be retained and strengthened as we have recommend in Criterion PQ7, above.

2. Criterion T10--Notice Before Switching Customers and Opt Back Provisions

The Commission’s criteria call for the assignment of customers to the CDS by
random selection. See, Criterion T10. As set forth in the Settlement, a customer assigned to CDS
retains the nght to return to PECO default service at any time at no charge. The Commission has
accurately reflected this provision in Criterion T1. The OCA is concerned, however, about
customers being assigned or switched to CDS without their understanding of the CDS service and
1ts role in providing POLR service. The OCA would recommend that after PECO has conducted a
lottery of its customers, a letter or postcard should be sent to the customer informing the customer
that the CDS provider will now be their provider of last resort and that the CDS provider will
provide the same functions and at the same level of service quality as required of PECO. If the
customer does not want to be changed to the CDS provider, the customer should be given the
opportunity at that point through a simple check-off procedure to elect to remain with the PECO
default service. This process could avoid confusion and disruption for customers who are selected

to be switched to CDS, but want to remain with PECO.
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Furthermore, the OCA suggests that the Commission consider whether and to what
extent a specific customer education effort may be needed by the Commuission and the affected EDCs
conceming the existence of the CDS and its role in providing POLR service. Such an educational
effort should be coordinated with the bidding process for this service and the customer notification
and lottery already described in the Commission’s guidelines.

3. Cnterion T12--Further Random Selection

Criterion T12 of Annex A provides for the further random selection of customers to
CDS if the number of residential customers served by the CDS falls below 17%. This criterion
provides that these customers will be selected from customers already served by an EGS other than
PECO. This provision reflects a provision contained within the Settlement. The OCA submits,
however, that this provision should be re-examined to assure that it does not have a detrimental
effect on the CDS bid process.

[n its May 12, 1998 response to the Commission’s Tentative Order calling for
Comments on the PECO Settlement, the OCA identified its concern with this provision of the
Settlement. As the OCA set forth in those Comments, it is a continuing concern to the OCA that
CDS be sufficiently attractive to produce truly competitive bids from a number of suppliers. The
provision of the Settlement that calls for restoring the 20% level only from customers who are
already served by suppliers other than PECOwould skew the CDS process in the years after 2001
and make the CDS bid group less attractive to bidders. It was the OCA’s understanding that the
CDS bid group 1s intended to reflect a “slice” of the PECO residential customer base, representing

both customers receiving power from their selected EGS and those continuing to receive generation



from the default provider.? Under the Settlement, however, if a significant number of customers
within the CDS bid group either leave the PECO service territory or choose to switch back to PECO,
their replacements wiil be drawn exclusively from those customers already receiving generation from
an alternative supplier. In the years after 2001, bidders for the CDS bid group may find it
uneconomic to stand by with capacity for an increasing and disproportionate number of customers
who do not actually purchase their power from the bidder. The more uneconomic this CDS bid
group becomes to serve, the higher the bids submitted will become. This is particularly troubling
since the price of all default service customers may hinge upon the winning bid submitted for the
CDS bid group since the bid price also serves as the floor at which PECO can provide default service
to its own residential customers.

As the OCA noted in its Comments filed May 12, 1998 in response to the Tentative
Order, this issue must be addressed as the Commission establishes the terms and conditions for CDS
for PECO. In subsequent Settlements with PP&L, the GPU Companies, and West Penn Power
Company, this provision was specifically modified to allow for restoring the number of customers
through a random selection- in a manner to be determined by the Commission. See, e.g., Joint
Petition for Settlement of PP&L, Inc.’s Restructuring Plan, Docket No. R-00973954 (Settlement,
YC.1.d); Joint Petition for Settlement of Metropolitan Edison Company's and Pennsylvania Electric

Company's Restructuring Plans, Docket Nos. R-00974008 and R-00974009 (Settlement, {F.11); and

3 The initial CDS block is defined in Paragraph 38(a) of the Settlement as “20% of all
of PECO’s residential customers--determined by random selection, including low-income and
inability-to-pay customers, and without regard to whether such customers are obtaining generation
service from an EGS."” (emphasis added)
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Joint Petition for Settlement of West Penn Power Company’s Restructuring Plan, Docket No. R-
00973981 (Settlement, C.1.d).

The OCA submits that Criterion T12 should be modified at this time to allow for
restoring the number of customers to CDS from a “slice” or cross-section of PECO’s residential
customers, rather than from only those customers who are already receiving service from an EGS.
The OCA submits that to limit the random selection in the manner set forth in Criterion T12 may
result in a CDS bid group that is unattractive to potential bidders and more costly to serve. As such,
the OCA submits that without this modification, the CDS bid process may not produce the results
intended by the Settlement.

4. Criterion T14--Wholesale Purchases

In Annex A, Criterion T 14 provides that the CDS provider must satisfy its obligation
as provider of last resort by purchasing the required amounts of energy and capacity at wholesale.
The OCA is unsure as to why such a specific criterion was proposed. Although it is most likely that
purchases on the wholesale market will be the mechanism for providing power to meet the
obligation, the OCA would not want to see this criterion foreclose other means of meeting the load
requirements of the CDS customers. For example, depending on wholesale prices, it may be cost
effective for the CDS provider to utilize its own generating capacity or to utilize alternative demand
side management measures to assist in meeting its load fequirements. As such, the OCA would
recommend that this criterion be less specific to allow some flexibility for the CDS provider.

L. Emergency Call Provisions

Provisions should be made so that customers transferred to the CDS provider have

a clear understanding of which company to contact in the event of a system emergency such as an
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outage. Since the majority of outages are distribution related, and PECO remains the provider of
distribution service, PECO should remain the contact point for outage related complaints. The CDS
provider should be required to provide PECO’s outage call center telephone number on its customer
bills. The OCA submits that this customer service function should not be transferred to the CDS.
J. Summary of QCA'’s Additional Recommendations

1. Summary of OCA’s Recommendations From Docket No. M-00960890F.017

The Commission, in Criterion T18, requires the CDS provider to fulfill the
responsibilities and obligations of PLR service as further defined in the Commission’s Order at
Docket No. M-00960390F.017. As noted above, the OCA submitted Comments in that proceeding
setting forth certain policies and provisions that should apply to provider of last resort service,
whether provided by the EDC or a competitive default provider. The Commission incorporated
many of the OCA’s recommended policies in its Guidelines in that docket, and in its Criteria
contained in Annex A in this proceeding. For clarity, the OCA will set forth its list of policies
herein, all of which the OCA submits are applicable to CDS providers, as well as EDC providers.

The list of policies and provisions are as follows:

. The PLR service must conform strictly to the rate caps contained within the Act and the
Settlements.

. The EDC should not charge a fee to any customer or require residential customers to enter
into contracts to obtain PLR service or to return to PLR service after entering the competitive
market.

. The EDC or CDS provider must comply with all relevant provisions of the Pennsylvania

Commission’s consumer protection rules for residential customers, including Chapter 56.

. PLR should be provided automatically to any customer who does not have a competitive
provider of record at the time of the customer’s meter reading and billing. There should be

15
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no procedural hoops or requirements other than the absence of a competitive provider for the
customer’s account prior to the provision of this service.

. The PLR service is subject to the Commission’s Orders and Rulemakings, particularly
Maintaining Customer Services, Docket No. M-00960890F.011 (order of July 11, 1997) and
Final Rulemaking On Customer Information Disclosure, L-00970126 (52 Pa. Code Chapter

54).

. In obtaining the generation service to provide PLR service, an EDC shall not provide any
information to an affiliate that is not provided to all potential providers for the generation
service.

. An EDC is prohibited from terminating PLR service for failure to pay competitive alternative

supplier charges.

. An EDC 1s prohibited from collecting or attempting to collect any unpaid charge for
competitive services owed by a customer to a competitive provider, including the EDC’s
affiliate, as a condition of receipt or continuation to receive PLR service.

. An EDC providing PLR service should not take any action or have any communication with
its customers which would undermine a customer’s acceptance of PLR services provided by

competitive bid or by an EGS selected to provide CDS.

. An EDC shall not promote or engage in marketing of its PLR service to the detriment of
competitive generation service.

The OCA recommends that these policies be applied to the CDS providers as well as the EDC
providers.

2. Summary of OCA’s_Specific Recommendations Regarding Annex A.

In addition to the above-stated recommendations, the OCA’s Comments suggest
some specific modifications or additions to the Criteria set forth in Annex A. A summary of the
OCA’s key points follows:

General Comments

. The Commission’s Final Order should reaffirm that the rate caps contained in the Act, and
as amended by the Settlements, apply to the Competitive Default Service.

16



’ The Commission should develop a specific customer education program associated with
CDS service and customer selection for this service.

. The Commission should establish a process of customer notification that allows the customer
to opt back to the EDC prior to the customer actually being switched to CDS.

. The Commission should clarify the role of the EDC with respect to the administration and
delivery of universal service programs, including CAP and LIURP, when POLR service is
provided by the CDS provider.

. The Commission should require the CDS provider to list the EDC’s outage and repair
customer call center on its bill.

PreQualification for CDS Bidders

. PQ2(c) should be amended to ciarify that the successful CDS bidder must increase the
amount of their security bond on file with the Commission to reflect the volume of retail
sales for CDS.

. PQ7 should require the CDS bidder to demonstrate its ability to comply with the

Commission’s regulations and policies applicable to customer cares functions offered by the
CDS provider at the same level of service quality currently offered by the EDC.

. A new PreQualification criterion should be added to allow a CDS bidder to indicate a
preference for bidding solely for generation service, as well as one or more customer cares
functions.

Selection Criteria

. Criteria 83 and S4 should be amended to require that the bids reflect the current rate block

structure or rate design for each customer class, although the rates contained in the blocks
may be lower. In addition, bids should provide rates that are stable or fixed during the term

of the bid.
Terms and Conditions of Service
. Cniterion T5 should be amended to make clear that the CDS provider must comply with the

Commission’s customer service, service quality and consumer protection rules and
regulations in the same manner and at the same level of quality (or higher) that the EDC
provides in its POLR service. Criterion T5 should embody the same policy as contained in
PQ7.

17



The Commission should set forth specific guidance with respect io the termination function
by the CDS. Since CDS is POLR service, the OCA recommends that the responsibilities and
obligations regarding payment of these charges be the same as for the payment of EDC
charges.

If the CDS provider also has a competitive generation affiliate, or provides competitive _
generation service other than CDS in the service territory, the CDS provider must maintain
a separate collection process for its CDS customers so as to prevent the termination or threat
of termination for unregulated or competitive charges.

Criterion T12 should be modified to allow for restoring customers to CDS through a random
selection of residential customers from a “slice” or cross section of all of PECO’s residential

customers,

Criterion T 14 should be amended to allow for the provision of CDS service by other than
purchases in the wholesale market.

18



III.  CONCLUSION

The OCA, through these Comments, has attempted to identify some policies and
principles regarding Competitive Defauit Service. The OCA submits that the process of defining
and developing provider of last resort service, including competitive default service, must continue
to evolve as we gain more experience with the competitive markets. The OCA looks forward to
continuing to work with the Commission and other interested parties, in the development of these

important services for Pennsylvania’s consumers.

Respectfully submitted,

/S h s O W fhoer

Tanya @ N{floskey
Assistant Consumer Advogat

Counsel for:
Irwin A. Popowsky
Consumer Advocate

Office of Consumer Advocate

555 Walnut Street 5th Floor, Forum Place
Harrisburg, PA 17101-1923

(717) 783-5048

Dated: December 1, 1998
50574
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L INTRODUCTION

On September 18, 1998 the Pennsylvania Public Utility Commission (Commission
or PUC) issued an Order seeking input for its preparation of a binding set of Interim Guidelines and
proposed rules regarding the role of the electric distribution company (EDC) in its provision of
Provider of Last Resort (PLR)} service. The Commission’s Order cited a provision of the settlement
of Pennsylvania Power and Light, Inc.’s Restructuring Plan, Docket No. R-00973954, Section K.4
(at 40) in which the parties agreed that the Commission would develop a separate Code of Conduct
“which will apply to the EDC activities in the marketplace and which will clarify the PLR function.
By September 15, 1998, the Commission will establish a set of binding Interim Guidelines regarding
EDC activities in the marketplace.”

Initiaily, the OCA would note that it believes that the Commission’s Request For
Comments addressing Electric Distribution Companies (EDC) activities relating to their Provider
of Last Resort function is a first important step in a series of proceedings that will need to be
undertaken in defining and developing the Provider of Last Resort obligation. The OCA does not
interpret the Commission’s Order of September 18, 1998 as intending to set forth all of the rules,
regulations and guidelines of the Provider of Last Resort service. Rather, the OCA interprets the
Commussion’s Order as seeking, through these Comments, to establish interim guidelines for certain
activities regarding the PLR function to assist EDCs in understanding their role as the Provider of
Last Resort as the Commission further develops the rules and regulations of this service. As.pointed
out by the Commission in its September 18th Order, “EDC’s functioning as PLRs should clearly
understand what is expected of them, including but not limited to what marketing efforts they may
or may not engage in, what conditions, if any they may place on returning customers, the
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relationship between the EDC function and their PLR function, and their duty to assure that
customers understand their choices.” Order at 3-4. Given the 15-day Comment period, the OCA
has sought to focus its Comments on these issues.

The OCA would also note that the Settlements with PP&L, PECO, Met-Ed and
Penelec provide for a Competitive Default Service (CDS). In other words, these settlements call for
a certain percentage of customers to receive Provider of Last Resort service from a supplier that was
selected by a competitive bidding procedure. The OCA anticinates that the Commission will
conduct a collaborative, or further proceedings, to establish the rules regarding the competitive PLR
service for these EDCs. The OCA anticipates that this process will also address the EDCs
continuing obligations in providing PLR service in light of the competitive bidding procedures.

With the Commussion’s Order and the Settiements as background, the OCA hereby
provides the following Comments to assist the Commission in developing interim guidelines
regarding the Provider of Last Resort function. In the last section of these Comments, the OCA will

identify some specific rules that it recommends be incorporated into the Commission’s Interim

Guidelines.



IL. SPECIFIC COMMENTS

A. The Act Sets Forth The General Expectations

The OCA submits that the starting point for determining what is expected of the EDC
in serving the PLR function is grounded in the Electricity Generation Customer Choice and
Competition Act (the Act). 66 Pa.C.S. §2801 et seq. Pursuant to the Act, the EDC must provide
Provider of Last Resort Service to customers who do not choose a competitive provider, who are
unable to obtain service from a competitive provider, or who have contracted for electric supply that
is not delivered. The electric utility’s general obligation to serve is stated in Section 2807(e)(1) as
follows:

While an electric distribution company collects either a competitive transition charge
or an intangible transition charge or until 100% of its customers have choice,
whichever is longer, the electric distribution company shall continue to have the full
obligation to serve, including the connection of customers, the delivery of electric
energy and the production or acquisition of electric energy for customers.

66 Pa.C.S. §2807(e)(1).!

Section 2807(e)(2) requires the Commission to establish rules that will govern the
Provider of Last Resort service after the end of the transition period. Subsections 3 and 4 then
provide guidance to the Commission for these future rules. Of particular note, subsection 3

establishes that the EDC, or the Commission-approved Provider of Last Resort, is obligated to

! The OCA would note that for some Pennsylvania electric utilities, such as Wellsboro.,
Citizens, and Pike County, these conditions will be met in the near term given the settlements of
these proceedings and the limited stranded cost recovery. The OCA submits that the Commission,
through these intenim guidelines, should clarify that the utilities’ obligation to provide PLR service
should continue until such time as the Commission resolves these issues in a final rulemaking, or
until a separate Petition is made to the Commission and approved by the Commission.

b
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acquire electric energy at prevailing market price and to recover reasonable costs. 66 Pa.C.S.
§2807(e)(3). Importantly, however, the operation of the capped rates in Section 2804 control the
obligations of the distribution company, and the aiternative PLR with regard to pricing generation
services to its customers. The pricing structure of this service, whether provided by the EDC or the
CDS provider, must still assure compliance with the rate cap provisions during the period in which
stranded costs are being recovered and as those rate caps are extended in the various Restructuring
Plan settlements and decisions.

Indeed, for many residential customers, the OCA submits that the combination of the
rate cap and PLR provisions of the Act represent the single most important protection in the Act.
These provisions assure that even if customers cannot or choose not to switch to an altemative
supplier, they will be assured safe and adequate service at generation rates that are no higher than
when the Act was passed. These, provisions, therefore, must be strictly enforced.

In summary, under the Customer Choice Act, the electric distribution company must
provide generation services to any customer who is not eligible to choose or who, for any reason,
seeks to, or needs to, obtain generation services from a distribution company. During the operation
of the rate caps, the price for this generation service cannot exceed the rates for this service in effect
on January 1, 1997. Customers who try the competitive market and then return to their distribution
company still must receive the protections of the rate cap unless the customer elects a new service
not subject to the rate cap. The provision of the generation portion of the customer’s bill by the
distribution company is subject to the rate cap. Utilities may in fact seek to obtain the PLR
generation from other sources, but the total customer bill, in the case of the first rate cap, or the
generation portion of the bill (inclusive of the stranded cost recovery charges) in the case of the
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second rate cap, cannot exceed the rates in effect on January 1, 1997, except for a narrow set of
reasons not applicable here.

As such, the OCA submits that the Act clearly sets forth the expectation that the EDC
will remain as the provider of last resort--subject to the rate cap--so long as it is collecting stranded
costs, unless the Commission otherwise approves an alternative provider of last resort. This
expectation should be reaffirmed by the Commission in its Interim Guidelines.

B. An EDC Providing Transmission, Distribution And/Qr Generation Service To
Customers In Its Service Temmtory Is Functioning As The Provider Of Last Resort.

The Commission has raised an issue about the relationship between the EDC function
and the PLR function. The OCA submits that an EDC that is providing generation service to a
customer in its service territory, as well as transmission and distribution service, is functioning as
the PLR. In other words, an EDC providing generation service in its service territory is providing
PLR service for its service territory, whether or not the customer haS made a choice or returned to
the service, The OCA anticipates that an EDC could have an affiliate, or division, that provides
competitive generation service in the EDC’s service territory.* This competitive affiliate or division,
however, should not be confused with the EDC which is providing transmission and distribution
service, and generation service only as the PLR. The competitive affiliate or division must be treated
as an EGS or alternative provider. Moreover, the EDC’s relationship with its competitive affiliate
must be subject to the Code of Conduct, and the EDC’s competitive affiliate can be treated no

differently than other alternative providers by the EDC.

: The OCA anticipates that EDCs will create affiliates for competitive generation
service and not simply divisions. The use of a division within the EDC could further complicate the
role of the EDC as the PLR, and should be avoided.
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C. The Commussion’s Orders_and Rulemakings, In Conjunction With Each EDC’s

The Commission also seeks to determine if there are any conditions that an EDC may
place on returning customers. The OCA extensively litigated these issues in each utility’s
restructuring proceeding when addressing the numerous EDC tariff issues in each case. Many of
these issues were unique to each utility, and many involved tariff rates or schedules unique to a
particular utility. Additionally, the Commission has issued several Orders and Rulemakings that

have set forth the Commission’s requirements for EDCs serving all customers, including returning

customers. See, e.g., Guidelines For Maintaining Customer Services, Docket M-00960890F.011
(Order of July 11, 1997); Guidelines For Universal Service And Energy Conservation, Docket No.
M-00960890F.010 (Order of July 11, 1997) and Final Rulemaking On_Customer Information
Disclosure, Docket No. L-00970126.

As a general matter, the OCA has argued, and the Commission has agreed, that at this
time, there should be no conditions placed on the customer receiving PLR service or returning to
PLR service that would impede the customer’s ability to fully participate in the developing
competitive market. For example, the Commission has rejected switching fees imposed by EDCs,
contract requirements for residential customers to receive PLR service, and contract termination fees.
In addition, the Commission has made clear that customers may return to the capped rate schedules,
contracts, or riders that the customer was previously served on when the customer returns to PLR
service. The Cornmission, through vanous Order; and Rulemakings, has aJSO set forth standards and

guidelines regarding, among other things, termination of service, reconnection of service, and

compliance with Chapter 56. In particular, the OCA submits that the Commission’s Order on



Maintaining Customer _Services, Docket No. M-00960890F.011 (Order of July 11, 1997) has
comprehensively set forth many of the requirements and expectations for EDCs providing PLR
service.

The OCA submits that if severe conditions are imposed on the ability of customers
to return to PLR service, it will even further impede the willingness of customers, particularly
residential customers, from entering the competitive market in the first place.

The OCA submits that, at this time, the conditions now embodied in each EDC’s
tariff, in conjunction with the Commission’s Orders and Rulemakings, provide the basis for the
provision of PLR service. The Commission’s Interim Guidelines here should reaffirm that PLR
service is to be provided in accordance with all Commission Orders and Rulemakings, as well as in
compliance with each EDC'’s tariff and any relevant settlement provisions.

The OCA recognizes that, as we gain mote experience with PLR service, it may
become appropriate to allow the EDC to place certain conditions on returning customers such as
limiting the number of times a customer can switch to and Ifrom PLR service in a specified period.
If problems with PLR service arise, appropriate conditions can be developed to resolve these
problems. At this time, however, the OCA submits that each Company’s EDC tariff, in conjunction
with the Commission’s Orders, Rulemakings and any resulting settlements, should be utilized to

define the conditions that may be placed on customers returning to PLR service.

D. The EDC Retains The Duty To_Assure That Consumers. Are Educated And Informed
In A Manner That Aids Consumers In Understanding Their Choices.

The Commission has also asked for comment on the EDC’s duty to assure that

customers understand their choices. Order at 4. The OCA submits that, pursuant to Section



2807(d)(3), the EDC, in conjunction with the Commission, remains obligated to provide a consumer
education program in its service territory that, among other things, “provides consumers with
information necessary to help them make appropriate choices as to their electric service.” 66 Pa.C.S.
§2807(d)(3). Additonally, the EDC is required to adhere to the Commission’s regulation requiring
each EDC, as well as electricity suppliers, marketers, aggregators and brokers, to provide adequate
and accurate customer information to enable customers to make informed choices. 66 Pa.C.S.
§2807(d)(2). The Commission has set forth these regulations and guidelines in its Customer
Information Order to assure that appropriate information is provided to consumers. See, Final
Rulemaking Order On Customer Information Disclosure Requirements, Docket No. L-00970126.

The OCA submits that the EDC’s duty in this regard is clear. The EDC is obligated
to provide both consumer education and consumer information to assist customers in making
appropriate choices as to their electric service. The OCA submits that these requirements should be
strictly adhered to by the EDC since informed and educated consumers are necessary to a fully
functioning and workable competitive market.

Of particular concern, however, is the question of informing and educating customers
about the PLR function. The OCA submits that it is appropriate and within the EDC’s duties to
educate and inform customers about the PLR service. It is vital that consumers understand the
availability and the terms of PLR service. The OCA submits, however, that the EDC, in serving the
PLR function, should not promote or market the PLR service over competitive alternatives. In other
words, these materials should educate consumers so that they can make an informed choice--
whether that be to choose PLR service or to choose an altemnative provider. As set forth below, to
allow the EDC to promote PLR service as superior to competitive generation service could
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undermine the development of the competitive market, as well as the Competitive Default Service

contemplated by the settlements in PECO, PP&L, Met-Ed and Penelec.

E. An EDC Should Not Be Permitt
[ f \erminine The Devel Of The C ive Marl |
Competitive Default Service.
There 1s an obvious potential for unfair marketing practices for an EDC that provides
PLR services during the transition to a competitive generation market. The EDC retains these
customers at no cost and is not required to provide the competitive portion of this service from its
competitive affiliate, a step that would at least emphasize the separate and competitive nature of the
generation portion of this service. It is up to the competitive providers to convince customers to
enter the competitively priced market for the generation portion of the bill. The assumption is that
if customers cannot obtain electricity from the competitive market which lowers their overall bill (or
provides other competitive benefits), they have a safe haven with the current utility in the form of
capped PLR service. However, if the EDC markets this PLR function in order to convince the
customer to not even consider shopping for electricity, it exerts an unfair advantage over any other
marketer. This is so because the EDC has obtained its customers at no incremental cost and it is
obviously more expensive to gain a new customer by persuading an existing customer to take
affirmative action to choose a new supplier. In other words, an EDC that urges customers to remain
with the local utility through unfair use of its EDC status exercises an unfair advantage and creates
a significant impediment to the development of.a competitive market.. .. .
The potential for unfair advantage has already been demonstrated by the
communications issued by both PECO Energy and PP&L which urge customers to “do nothing™ and

stay with their local utility for service. These letters imply, for example, that customers who shop
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for electric generation will jeopardize their guaranteed rate reductions and could be forced to receive
more than one bill. Letters sent by each Company are included as Attachment i to these Comments.
The actions of both utilities demonstrate the danger inherent in allowing the EDC to market its PLR
service as a means of maintaining their market share. The reasons which led to the creation of
separate competitive affiliates to avoid having the EDC perform the dual role of conducting the
monopoly transmission and distribution function and the competitive retail generation sales function
in one organization are thwarted when the EDC can circumvent those structural safeguards and
promote the PLR service as a means of preventing customers from considering competitive
alternatives.

Therefore, the OCA suggests that the Commission adopt as an interim guideline a
provision similar to that contained in the Joint Petition for Settlement for the GPU Companies that
provides that the Compény “shall not engage in marketing activities related to its default PLR
function.” Joint Petition for Settlement, §F.4, p. 37. The OCA recognizes that this provision was
not included in the PP&L and PECO Settlements and is of no controlling precedent in this
proceeding. However, in light of the aCti‘;'itiCS already undertaken by PECO and PP&L in regard
to their PLR service, the OCA submits that the principle set forth in the GPU Settlement provision
makes sense and should be adopted as a general rule.

This general rule should be enforced by requiring the EDCs to prescreen their
customer communications concerning PLR service with the Commission. along with other
informational materials issued by the EDC in its regulated function. The OCA agrees that

consumers can and should be informed about the availability and terms of PLR service. Such

information is necessary so that consumers can make an informed choice among PLR service and |
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the array of competitive choices available to them. The EDCs, however, should not be permitted
to promote the PLR service in such a way that it prevents, rather than supports informed
decisionmaking.

Moreover, the OCA is concerned that the Competitive Default Service option
contained in the Settlements with PECO and PP&L could be undermined by marketing efforts
directed at the EDCs default service. Such marketing efforts could undermine the customer
understanding and acceptance of the process by which a CDS is selected and to whom customers
will be randomly assigned. For example, urging customers to “‘do nothing™ does little to prepare
customers for the competitive choice of a PLR provider and their assignment to that provider. It is
incumbent on the EDCs to take no action which could reasonably be interpreted as undermining the
future provision of the PLR service by competitive bid.

As such, the OCA recommends that the EDCs be prohibited from promoting PLR
service as a preferred alternative to customer choice. The EDC’s role is to explain and inform

customers about PLR service, not promote PLR service over competitive alternatives.
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I1l.

OCA’S RECOMMENDATIONS

The OCA suggests specific rules which should be applicable to EDCs when providing

PLR service in addition to the marketing prohibition suggested above. These same policies should

be applicable to any provider who seeks to provide Competitive Default Service. A list of policies

and provisions that should be incorporated in the Interim Guidelines is as follows:

The PLR service must conform strictly to the rate caps contained within the Act and the
Settlements.

The EDC should not charge a fee to any customer or require residential customers to enter
into contracts to obtain PLR service or to return to PLR service after entering the competitive
market.

The EDC or CDS provider must comply with all relevant provisions of the Pennsylvania
Commission’s consumer protection rules for residential customers, including Chapter 56.
PLR should be provided automatically to any customer who does not have a competitive
provider of record at the time of the customer’s meter reading and billing. There should be
no procedural hoops or requirements other than the absence of a competitive provider for the
customer’s account prior to the provision of this service.

The PLR service 1s subject to the Commission’s Orders and Rulemakings, particularly
Maintaining Customer Services, Docket No. M-00960890F.01 1 (order of July 11, 1997) and
Final Rulemaking On Customer Information-Disclosure, 1.-00970126.(52-Pa. Code Chapter

54).



In obtaining the generation service to provide PLR service, an EDC shall not provide any
inrormation to an affiliate that is not provided to all potential providers for the generation
service.

An EDC is protubited from terminating PLR service for failure to pay competitive alternative
supplier charges.

An EDC is prohibited from collecting or attempting to collect any unpaid charge for
competitive services owed by a customer to a competitive provider, including the EDC’s
affiliate, as a condition of receipt or continuation to receive PLR service.

An EDC providing PLR service should not take any action or have any communication with
its customers which would undermine a customer’s acceptance of PLR services provided by
competitive bid or by an EGS selected to provide CDS.

An EDC shall not promote or engage in marketing of its PLR service to the detriment of

competitive generation service.



IV. CONCLUSION

The Office of Consumer Advocate, through these Comments, has attempted to
identify some initial concerns regarding the Provider of Last Resort Service that should be addressed
in the Commission’s Interim Guidelines. As the OCA has noted, this Request for Comments is only
the first step in a continuing process of defining and developing this service to best serve the needs
of Pennsylvania consumers. The OCA looks forward to continuing to work with the Commission,

and all parties, in the development of Provider of Last Resort service.

Respectfully submitted,

Assistant sumer Advocate
Counsel for:

Irwin A. Popowsky
Consumer Advocate

Office of Consumer Advocate

S55 Walnut Street 5th Floor, Forum Place
Harrisburg, PA 17101-1923

(717) 783-5048

Dated: October 5, 1998
48445
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PECO
ENERGY. _
no doyst asout it.

2301 MARKET STREET
PHILADELPHIA, PA 15101

Apguet 19, 1998
Dear PECO Energy Customer,

Change can be both exciting and confusing. And that's why we want to inform you about

2 choice you have in the Pennsylvania Electric Choice Program. As you know, the majority
of electric customers in Pennsylvania will have the opportunity to choose their electric
generation supplier in 1599, with everyone able to choose starting in January 2000. But
what does that really mean?

With PECO Energy, you're guaranieed to save 8% off your entire electric bill in 1999, whether

or not you choose 2 new supplier. Suppliers can promise to save you money and may even ask
you to make decisions ahout non-energy services, such as telecommunications, special metering
and other options. Take a look at the fine print and determine who can give you the best overall

package.

For example, how will you be billed for your electricity? Right now, it's easy. You receive one
bill from PECO Energy for your gas and electric service. You make one payment, once a month.

Depending on what other suppliers are offering, you could end up with multiple bills — one for
power generation, one for electric distribution and one for your PECO Energy gas. And theres
no guarantee they'll all arrive at the same time. That means writing more checks, using more
stamps and having more charges to track.

Avoid the hassle of extra bills and confusing charges by keeping PECO Energy as your
electricity and billing provider ... and save 3% on your electricity in 1999. It's easy — stay
urith PECO Energy Distribution Company!

PECO Energy has been around for over 100 years. It's important to remember that no matte:
who you choose to buy your electricity from, we'll still be delivering it. The easy choice is
to change suppliers — do nothing, even if you've already enrolled! If you have any questons.
just call the Consumer Choice Education Center at (800) 980-9655 or visit our website at
WWW.peco.com.

Sincerely,

Kenneth G. Lawrence
President, PECO Energy Distribution Comp.u:.

PS. Even if you choose another electricity supplier, you can request them to have PECO Enerc
handle all your billing. And that means you'll get anly one bill for your PECO Energy gas
and electricity, just like you do now.
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Dear PP&L customer:

As 2 leading proponent of Pennsylvania's Electric Choice Program, we are very pleased that you now
have a number of opdons in your electricity purchases. We're writing to you today o e sure that you know

about 2 particularly important option:
You can choose to stay with PP&L, Inc.

Your choice to stay with PP&L comes with a number of guarantees. You don't have to sign a long-term
contract. You get one hill for your elecmicity service. You get PP&L's high-quality customer service for al)
your electricity needs. And, on top of these benefits, your elecmicity rates will automatically decrease by an
average of 4 percent {or 1999.

.-

When you choose to stay with PP&L,.you already know that you are choosing excellent customer
service. PP&L customers are likely to recommend us to 2 friend or a neighbor. And, with PP&L you're
guaranteed the convenience of one bill. With other suppliers, you could end up with two bills — one for
elecaicity supply and one for elecwicity delivery. And, there’s ao guaraneee they'll arrive at the same dme,

Choosing o stay with PP&L preserves your options in an electricity supply market that is just taking
shape. PP&L woa't ask you « sign a long-term conwract, so your fresdom to choose another elecaicity
supplier in the future is guaranteed.

Thaose of us at PP&L urge you to car=fully consider all your options as the Elecmic Choice Program starts
in Pennsylvania. And, no maner whom you choose as your supplier, we'll be there to provide top-notch
delivery services.

But, as you make your choices, we urge you to seriously consider an option that guarantess vou savings
with no confusion and no exma bills.

And there's more good news: Choosing PP&L requires no action on your part. If you want to
stay with PP&L, simply do nothing, even if you're already enrolled in the Electric Choice program. It
couldn't be easier.

We've been privileged to provide service to you and 1.2 million of your n.-;ighbors for nearly 80 vears,
and we look forward to continuing that relatdonship. We're working hard to remain the kind of slecziry
company you choose, again and again. If staying with PP&L is your choice, we thank you.

If you have any questions, call us toll-frec at 1-800-DIAL-PPL berween 7 a.m. and 7 p.m., Mosday
through Friday, or visit our web site av www .ppl-inc.com

Sincerely,
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Ray Suhocki
Vice Presiden:
PP&L, Inc.
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L. INTRODUCTION

On October 20, 1998, the Public Utility Commission (“PUC” or “Commission”) entered a
Tentative Order soliciting comments on its proposed “Rules For Competitive Default Service,”
which were appended to the Tentative Order as Annex A. The purpose of Annex A is to set forth
standards and rules for the implementation of Paragraph No. 38 of the Joint Petition For Full
Settlement of PECO Energy Company’s Restructuring Plan And Related Appeals And
Application For A Qualified Rate Order And Application For Transfer Of Generation Assets
(“Joint Petition™). Paragraph No. 38 provides that, as of January 1, 2001, 20% of all of PECQO’s
residential customers, as determined by random selection, will be assigned to a provider-of-
last-resort/default supplier (“PLR™) other than PECO, who will be selected on the basis of a
Commission-approved, market-price bidding process. This service was referred to as
“competitive default service” (“CDS”). PECO is herein presenting its comments in response to

the Commission’s solicitation.
1. OVERVIEW

By way of general introduction, it is important to emphasize that the CDS provider is
much more than just another form of electric generation supplier (“EGS”). Rather, the CDS
provider steps into the shoes of the electric distribution company (“EDC”) to become essentially
the single point of contact with the customer." While the EDC continues to furnish the

transmission and distribution function, that service, in most respects, will be transparent to CDS

' Exceptions include where customers choose an EGS and request consolidated EGS billing or contact PECO regarding
service reliability. The other notable exception will be the EDC’s rights and responsibilities to recover pre- CDS
arrearages, as PECO proposes in Section II1. A.. infra.



customers, subject to limited exceptions, all transactions pertaining to electric service will be

conducted between the CDS provider and CDS customers.

As the single point of customer contact, the CDS will be responsible for the entire range
of customer interactions, including the thirteen areas outlined in the Commission’s Tentative
Order on Guidelines For Maintaining Customer Services af the Same Level of Quality (“Folder
t1), which became final on July 10, 1997. As more fully explained in Section IIl. C., infra, the
potential CDS provider should be required to establish its capability to safely, efficiently, and

reliably satisfy all of these customer service standards.

Additionally the CDS provider must demonstrate its capability to satisfy the requirements
of PECO’s Supplier Tariff including response times and formats for data exchange, in order to
interact with PECQO, as the transmission and distribution provider, and with EGSs, as generation
suppliers. Adherence to these tariff requirementsis crucial if the CDS provider is to furnish its

p
customers the billing options that will be available to all other customers in PECQ’s service
territory. Moreover, it is essential that the CDS provider have the ability to handle the
Commission required electronic data interchange (“EDI”) transactions in order to issue customer

bills incorporating and displaying the appropriate distribution, transmission, and generation

charges for “shopping” customers.

In addition to addressing these important customer care functions, the Commission’s
standards and rules should provide a simple, clear, and comprehensible basis for comparing CDS
bidders’ bid prices against PECO’s rates and for assuring that (1) rate caps are not exceeded, and
(2) there is no impermissible shifting of revenue responsibility between rate classes or among

customers within a class.



While this overview touches upon the areas of paramount importance, PECO’s comments

also address other topics highlighted by the Commission in its Tentative Order, as outlined below.

PECO’s comments are organized around the issues identified at pages 6 and 7 of the
Tentative Order. Where necessary or appropriate, PECO will reference specific sections of
Annex A. For the most part, PECO’s comments are designed to assist the Commission in
developing general standards for the implementation of CDS. PECO agrees with the
Commission’s view that the responsibilities, obligations and procedures for fulfilling the PLR
function by a CDS provider will continue to be defined and made more specific through the
Commission’s on-going implementation at Docket No. M-00960890.F0017 (see, Annex A,

Section T18 at p. I8).
. COMMENTS
A, Chapter 56 Issues: Termination

At page 7 of the Tentative Order, the Commission suggests that PECO should continue to
be responsible for the physical termination of customers who have been assigned to a CDS
provider. PECQO does not agree that the CDS provider should be relieved of the responsibility of
physically disconnecting customers. It is technically and logistically possible for the CDS provider
to do this work itself. Just as important, the portable revenue credit that the CDS provider will
receive includes compensation for all of the costs of furnishing customer service consistent with
the PLR function, including the cost of physical termination of customers. Therefore, in order for
the CDS provider to receive the entire revenue credit the CDS would have to do physical

terminations. Moreover, and as explained below, putting the responsibility for physical



termination of CDS customers with the CDS provider provides a more logical and more workable

method for implementing Chapter 56 requirements in connection with the termination of

customers for non-payment.

One of the more important issues in connection with CDS service is how to handle
customers who have arrearages. The most practical and fairest approach is to implement a system
of dual collection rights and responsibilities for the CDS provider and PECO. In the random
selection process, customers selected for CDS service who have arrearages would begin service
with the CDS provider with a “clean slate.” PECO would retain collection responsibility for any
PECO arrearage that was built up prior to the CDS customer’s assignment. PECO would have
the right, consistent with Chapter 56 of the Commission’s regulaticons, to pursue its collection
efforts, including termination of the customer’s transmission and distribution service for non-
payment of pre-CDS arrearage. PECO would have all of the rights and responsibilities, consistent
with Chapter 56 of the Commission’s regulations, tncluding providing requisite notices and

physically terminating the customer’s service, under these circumstances.

While a customer is assigned to the CDS service, the CDS provider would be responsible
for all billing and collection for current service, including billing and collection of PECO’s
transmission and distribution charges and transition charges, regardless of whether or not the
customer is actually purchasing energy service from the CDS. The CDS provider will receive
from PECO the revenue credit contained in Appendix J of the Joint Petition that includes recovery
of uncollectible account expense and customer care costs. The CDS provider would be
responsible for forwarding to PECQO, within the permitted 25-day payment period, consistent with

metering and billing specifications, amounts equal to the charges billed to the customer for



transmission and distribution service. If the CDS customer fails to pay the CDS provider any
portion of its bill, including charges for transmission and distribution service, the CDS provider
would have the right and responsibility to pursue collection efforts in conformity with the

Commission’s Chapter 56 regulations, including physical termination of the customer’s service, if

applicable.

Under the terms of Paragraph 38 of the Joint Petition, CDS customers can choose to
return to PECO for their PLR service. Customers who have built up an arrearage with the CDS
provider would come back to PECO with a “clean slate.” The CDS provider would retain
responsibility to recover the arrearage built up while the customer received CDS service. The
CDS provider would have all of the rights and responsibilities, consistent with Chapter 56 of the
Commission’s regulations, to pursue the collection of the arrearage, including providing requisite

notices and physical termination of the customer’s service.
B. Market Price And Rate Cap Issues

PECO agrees with, and supports, the requirement set forth in Section S3 of Annex A,
which states: “Bids must reflect a clear correlation to PECO’s residential rates and shall maintain
the same cost allocation among the rates as contained in the Settlement.” In applying this
standard, the Commission should require that the CDS provider state its bid prices in a manner
that conforms to the same structure (i.e., including blocking) as PECO’s Rates R and RH
(including the off-peak provision), RS (residential offering), RT and CAP. In this way, the
Commission can assure an appropriate “apples-to-apples” comparison of all bids relative to

PECO's rates.
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Additionally, the Commission should require that each CDS provider set forth in its bid
documents a comparison of its rates, by the rate categories identified above, that conforms to the
“residential bill comparisons” data requirement of the Electric Utility Filing Regulations at
52 Pa.C.S. § 53.53, Exhubit C, IV, Rate Structure And Cost Allocation, D.1. Consistent with
this regulation, each CDS bidder should provide a chart or tabulation showing the difference, on
both a dollar and percentage basis, between its bid prices and PECQO’s comparable rates for each
rate category, for monthly bills ranging from usage of zero kilowatt hours to 5,000 kilowatt hours
at appropriate intervals. The data presented in this fashion should clearly indicate that the CDS

provider's prices are below the rate caps set forth in the Joint Petition for each rate classification

at each rate interval.
C. Pre-Qualification Of Potential CDS Suppliers

PECO agrees with the Commission’s view that the technical and financial fitness of the
potential CDS provider is one of the most important issues to be addressed in the implementation
of CDS service. PECO also believes that Annex A has captured in generic fashion most of the
information and documentation that a CDS bidder should provide to demonstrate its technical and
financial fitness. In Section PQ7 of Annex A, the Commission requests CDS bidders to describe
the manner in which “customer care functions will be accomplished, including: billing, call taking
and the capability to handle the volume of potential customers.” PECO agrees with this
requirement but believes that it should be broadened and made more specific. In particular, CDS
bidders should put forth a plan demonstrating, to a reasonable degree of specificity, how they will
accomplish each of the responsibilities and duties that must be assumed by a CDS provider

carrying out the PLR function, including the following:
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Code Provisions

52 Pa. Code - Chapter 54 - Electric Generation Customer Choice

52 Pa. Code - Chapter 55 - Non Carrier Rates and Practices

52 Pa, Code - Chapter 56 - Standards and Billing Practices for Residential Utility Service
52 Pa. Code - Chapter 57 - Electricity Service

52 Pa. Code - Chapter 58 - Residential Low Income Usage Reduction Program

52 Pa Code - Chapter 69 - General Orders, Policy Statements and Guidelines on Fixed
Utilities

Rulemakings

Establishment of Competitive Safeguards for the Pennsylvania Electric Industry (Docket
L-980132)

Ensuring Customer Consent to Change of Electricity Suppliers (Anti-Slamming) (Docket
1L-970121)

Guidelines for Universal Service and Energy Conservation Programs {Docket M-0096-
0890F0010)

Standards for Electronic Data Transfer and Exchange Between Electric Distribution
Companies and Electric Generation Suppliers (DocketM-00960890FQ015)

Each CDS bidder's plan should state, in reasonable detail, how it will meet staffing and
personnel requirements, including any initial and ongoing training and educational programs;
telecommunications systems; whether it intends to provide advanced metering to its customers;
data storage, recovery and transmission systems; arrangements with outside contractors; if any,
and designation of individuals for initial and ongoing contact with the Public Utility Commission
and PECO. Additionally, PECO believes that the CDS provider should be responsible for the
physical termination of customers, as explained above. Therefore, CDS bidders should set forth
their technical capability, plans and procedures for physical termination. This should include an

explanation of whether its own employees will be used for this function or a third-party contractor



and, if the latter, the screening, training and bonding requirements the CDS bidder will impose on

the third-party contractor.
D. Time Period Encompassed By The Bid __

Section 82 of Annex A states that the bid period should be not less than one year and not
more than three years. PECO believes that bid periods as short as one year would not be
practicable. PECO recommends that the Commission specify an initial bid period longer than one

year and preferably as long as three years.
E. Renewable Resource Base Necessary For Bid

The Commission’s Tentative Order requires all bidders on the Competitive Default
Service function to include as part of their pre-qualification bid package a “[p]reliminary
description of the CDS bidder’s renewable resources and plan for ensuring that the renewable
conditions of the settlement are met.” This requirement for renewable resources originates as a
condition on CDS contained in PECO’s Settlement Agreement. However, the language of the
Commission’s order needs to be augmented in several ways in order fully to reflect the terms

governing CDS Service under PECO’s Settlement.

First, the description must identify renewable resources that would amount to “at least
2.0% of its energy supply for CDS service for the first year of CDS service.” To ensure ongoing
compliance with the renewable energy standard, the PUC should require the CDS to document

how the net output of its renewable resources meets or exceeds its minimum annual obligation.
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Second, the CDS bidder must adequately identify qualifying renewable resources. Under
the Settlement Agreement, such resources are “solar, wind, sustainable biomass (including landfill
gas but excluding incineration of Municipal Solid Waste),” geothermal or ocean power.”
Settlement Agreement,  38.b. Adequate identification requires at a minimum that the CDS
bidder provide the Commission with a reasonable itemization of its resources that will also include
operational considerations such as availability and deliverability which will affect the quantity of
renewable resources that can serve CDS customers. Specifically, for each renewable resource

identified, the itemization should contain the following information:

e the identity and location of the unit;

e a statement as to whether the unit is inside or outside of the PJM Control Area;

e the type of renewable energy to be supplied by the unit (e.g. wind, solar, sustainable
biomass);

e the source of the bidder’s right to call upon the unit (e.g., ownership or contract),

o the total MW of load the bidder has a right to receive from the unit;

¢ the expression of the unit’s operational availability as a percentage (e.g., unit is
available 50% of the time) and a description of operational conditions underlying that
percentage (e.g., solar units are not operational on cloudy days); and

o if'the unit 1s located outside of the PJM Control Area, a statement as to whether, and
to what extent, the output of the unit is deliverable to the PIM Control Area in

accordance with standards utilized by the PJM system operator.



In-order fo capture this detailed information, PECO proposes that the Commission require EGSs

to complete and submit a disclosure statement.

Information on availability and deliverability should be a required part of any CDS bid
submission. Availability is important because a renewable resource that is unavailable cannot be
dispatched to serve load in PJM. Moreover, availability problems will limit the environmental
benefits that can be derived from the deployment of renewable resources. For existing units more
than one year old, availability should be assessed on the basis of the unit’s historical performance.

For units less than a year old, the CDS bidder should rely on the manufacturer specifications and

éngineering studies.

Similarly, a renewable unit’s deliverability must also be considered. Indeed, to the extent
that the energy produced by a renewable resource is undeliverable to the PIM Control Area, it
cannot in fact serve any portion of PECO’s residential load. A renewable energy resource of a
CDS bidder cannot be included in satisfying the 2% renewable requirement to the extent that the
energy it produces cannot be delivered to the PYM Control Area. Thus, in calculating the
contribution of a renewable resource to satisfying the 2% renewable resource requirement, an

adjustment must be made for the unit’s availability and deliverability characteristics.
F. Customer Information

As explained in Section C, supra, the CDS bidder should be required to submit with its
bid document a plan for implementing all of the requirements for disseminating necessary and

appropriate information to customers through their bill inserts or otherwise, in conformity with

10



the responsibilities and duties that are imposed upon electric utilities under the Commission’s

applicable regulations, policy statements and orders.
G. Financial Integrity Of Bidders

PECO, in general, agrees with and supports the pre-qualification requirements set forth in
Annex A on the topic of financial integrity. However, additional information should be required
from CDS bidders regarding their financial fitness and, in particular, bidders should be required to
submit financial statements adequate to properly present their current and expected future
financial condition. At a minimum, they should include a balance sheet dated not more than three
months prior to the date of the bid, an income statement for the 12-month period ending not more
than 3 months prior to the date of the bid and a statement of cash flow (sources and uses of
funds) for the 12-month period ended not more than 3 months prior to the date of the bid. If the
CDS bidder is a newly formed entity, similar financial reporting requirements should be imposed
for its parent and, if applicable, grandparent(s). If the CDS bidder is part of a partnership, joint
venture or strategic alliance, similar financial reporting requirements should be imposed for all
members of the team. Additionally, if the CDS bidder is a newly formed entity, the Commission
should impose guidelines for requisite minimum capitalization, including commitments for
additional cash infusions by its parent corporation(s), which may be required to ensure that the
CDS bidder has sufficient funds to meet its obligations as a CDS, to ensure safe and reliable
service to customers and to ensure full and complete compliance with applicable laws, regulations,
orders and policy statements of the Commission. Additionally, this type of financial information is
necessary, and must be carefully considered by the Commission, in determining the appropriate

bonding requirements for the CDS,

11



H. CDS Code Of Conduct

Because the CDS provider will be a PLR, it will essentially stand in the shoes of the EDC
with respect to the provision of PLR service for its assigned customers. Accordingly, the CDS
provider should be subject to the same code of conduct with respect to its interaction with

affiliated companies, including affiliated EGSs, as apply to an EDC.
I. Selection Criteria For CDS Customers

Section T10 of Annex A provides: "The initial random selection of customers to be
assigned to the CDS will be made by lottery as used by PECO EDC in its Pilot Program." PECO
agrees with and fully supports this customer selection procedure. Consistent with the manner of
customer selection used in the Pilot Program, the EDC will conduct a random selection of 20% of

the customers within each residential rate classification.
J. Selection Criteria For CDS Providers

The Commission should assure full compliance with all of the pre-qualification standards
set forth in Annex A and proposed by PECO herein in order to assure that the CDS provider
selected by the Commission can perform the duties expected of a PLR and to which its customers

are entitled.

Selection of the winning CDS bid should be on the basis of the prices offered by qualified
bidders. In order to assure an accurate and fair selection process, a clear, consistent, and
understandable bid format must be adopted which incorporates the requirements proposed by

PECO in Section I11. B., supra.
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IV. CONCLUSION

PECO appreciates the opportunity to provide comments on the Commission's proposed
rules and standards for implementing CDS service. PECO looks forward to working
cooperatively with the Commission, CDS bidders and the ultimate CDS provider selected by the
Commission to achieve a further definition and refinement of the terms, conditions and procedures
for the implementation and provision of CDS service.

Respectfully submitted,

Mary McHall Hopper
Assistant General Counsel
PECO Energy Company
2301 Market Street, S23-1
Philadelphia, PA 19103
215-841-425%7

Dated: December 1, 1998
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DEC 0 3 1998 ’ Akron, Ohio 44308
Semor Atiorney” DOCUMEN T o, 07614207
F 0 L D E R December 1, 1998

FirstEnergy

via Federal Express

Mr. James McNulty

Secretary
gc.axg].syggin;; 6Pgubhc Utility Commission R E C E ’ v E D
Harrisburg, PA 17105-3265

DEC 11998
Re: PECO Joint Petition for Full Settlement, PA PUBL|
Competitive Provider of Last Resort S?EEL}J'? f,ijw COMMISSIC
(Paragraph 38) SLUETARY'S BUREAY

Docket Nos. R-00973953 and P00971265
Dear Secretary McNulty:

This letter and the attached fifteen (15) copies constitute Pennsylvania Power Company’s
(“Penn Power”) comments on the Tentative Order entered October 20, 1998 in the above docket.

Penn Power initially states that it joins in and supports the comments of the Pennsylvania
Electric Association filed in this docket. Penn Power also has one additional comment that it makes
because it was not a party to the PECO restructuring case or the PECO settlement.

The Commission should make clear in its final order in this docket that the order is
applicable only to PECO and Competitive Default Suppliers (“CDS”) under PECO’s settlement. Other
Electric Distribution Companies (EDCs) have different restructuring orders and/or settlement provisions
relating to CDS service. Any order in the PECO proceeding on CDS should not be appticable to the other
EDCs, including Penn Power, given the different orders, not all of which address CDS service or address
it in the same way.

As stated above, Penn Power was not a party to the PECO restructuring proceeding and
had no opportunity to participate in issues relating to CDS service, particularly paragraph 38. Of course,
due process requirements dictate that all persons affected by a PUCO order be given the opportunity to
participate. Paragraph 38 underlies the Tentative Order and no such opportunity was afforded to Penn
Power. Penn Power, therefore, retains all of its rights to contest the applicability to Penn Power of any
final order in this docket.

Very truly yours,

sf
enclosures
ce: John A. Miller, CEEP
OCA
OSBA '
[29590]
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800 N. Third Street, Suite 301
Harrisburg, Pennsylvania 17102

Fax: 717-257-5858
Telephone: 717-257-5854

James M. Cunningham
m} President
! E.}";
N
James J. McNulty, Esquire

isjzﬁfst;]r\{ania Public Utility Commission D O C U M E N T

December |, 1998

w
North Office Building o & e
P. O. Box 3265 F 0 L D E R fas ==
Harrisburg, Pennsylvania 17105-32635 S A
RE: Request for Comments — Proposed Procedures ;é rw-:
For Implementing Paragraph 38 of I = -
PECOQ’s Joint Petition for Full Settlement S = :
(Relating to Competitive Provider of Last Resort)rm —

Docket Nos. R-00973953 and P-00971265 =

Dear Secretary McNulty:

The Pennsylvania Electric Association (PEA) respectfully submits the following
comments on the above-captioned matter on behalf of its member companies:

Allegheny Power
Duquesne Light Company
Metropolitan Edison Company and Pennsylvania Electric Company d.b.a. GPU Energy
PECO Energy Company
Pennsylvania Power Company
PP&L, Inc.
UGI Utilities, Inc.

Enclosed are an original and fifteen copies.

Sincerely,

JMC:klm
CC: The Honorable John M. Quain, Chairman Tanya J. McCloskey, Esq.
The Honorable Robert F. Bloom, Vice Chairman  Bernard A. Ryan, Ir., Esq.
The Honorable David W. Rolka, Commissioner Charles F. Hoffman, Esq.
The Honorable Nera Mead Brownell John C. Miller, Ir., Bureau of CEEP

The Honorable Aaron Wilson, Jr., Commissioner
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

RE: PECO JOINTPETITION FORFULL  :  Docket Nos.
SETTLEMENT . R-00973953 & P-00971265
(COMPETITIVE PROVIDER OF LAS
RESORT - PARAGRAPH NO. 38) KN O CKETE B
DEC 03 1998 |
. COMMENTS OF THE PENNSYLVANIA ELECTRIC ASSOCIATION
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In a T&Qil«a Br&rgntered on October 20, 1998, the Pennsylvan e

<
Utility Commission (“Commission”) set forth for public comments its proposgdl
b

N8

igPyblig2 -}

procedures for implementing Paragraph 38 of PECO's Joint Petition for FuIiCS:ettIement.
Paragraph 38 concerns the selection of a competitive provider of last resort. In its order
the Commission established a thirty-day comment period, which was extended until
December 1, 1998.
The Pennsylvania Electric Association (‘PEA”) on behalf of its member
companies: Allegheny Power, Duquesne Light Company, Metropolitan Edison
Company and Pennsylvania Electric Company d.b.a. GPU Energy, Pennsylvania Power
Company, PP&L Inc., PECO Energy Company and UGI Utilities, Inc., hereby files the
following comments to the Commission’'s Tentative Order. These comments reflect the

PEA member companies’ concerns primarily from their perspective as Electric

Distribution Companies (“"EDCs").

126043



As noted above, this proceeding arises from the PECO Joint Petition for Full
Settlement and will result in procedures applicable only in PECO’s service territory.
Although this proceeding is nolt a statewide rulemaking, in responding to the
Commission’s request for comments to the Commission’s Tentative Order, PEA and its
member companies have identified several broad issues of importance to the
Commission. These issues are: the technical fitness of the Competitive Default
Supplier (“CDS"), which includes the ability of the CDS to adequately handle customer
care and billing issues and the terms on which a customer may return from CDS to PLR

service provided by PECO.

1. TECHNICAL FITNESS OF THE CDS

The Commission, the PEA member companies, and electric generation suppliers
(EGSs) all realize the significance of the technical capabilities needed to operate in the
competitive generation market developing in this Commonwealth. One of the most
important lessons learned from the retail access pilot program was the importance of
the technical ability of the EGS and the EDC to transmit and process customer data.
This issue will continue to be of concern to all involved in retail electric competition. Ali
potential CDS providers must demonstrate to the Commission their technical ability to
assume this important role. Two very important areas associated with technical fitness
are customer care functions and billing.

A. Customer Care

Annex A of the Commission’s Tentative Order provides that a “CDS

bidder must describe the manner in which customer care functions will be



accomplished.” (PQ7, p. 13). Customer care functions are defined as billing, call
taking and the capability of the CDS to handle the volume of customer inquiries.
PEA submits that the roles of the CDS in assuming the customer care functions
currently provided by PECO is extremely important. It 1s essential that the
bidding and selection procedures for the CDs include a thorough description by
the potential COS of its ability to handle these important functions. In addition,
the process must include a thorough review by the Commission of the CDS’s
ability to handle these functions properly and to ensure that the quality of
customer service to those customers does not deteriorate.
Quality customer service is a primary focus of the Commission in the.
development of the competitive market for generation service. Shortly after the
Electric Generation and Customer Choice and Competition Act ("Competition
Act”) was enacted, the Commission issued a Tentative Order addressing
guidelines for Maintaining Customer Services at the Same Level of Quaiity.
(“Folder 11)' Folder 11 lists thirteen areas of interactions that involve residential
customers. PEA submits that a potential CDS must address and prove its
capability to adhere to all the customer service standards of the Commission.
B. Billing

The CDS provider is responsible for all billing and collection functions for
those customers assigned to the CDS. This would include billing and collection

of PECO's transmission and distribution charges. Therefore, it is important that

' At is July 10, 1997 Public Meeting, the Commission adopted its Final Order for Maintaining Customer Services at
the Same Level of Quality Pursuant to 66 Pa.C.S. §2807(D), and Assuring Conformance with 52 Pa. Code Chapter



the CDS adequately demonstrate to the Commission its ability to adhere to the
Commission’s billing regulations and Appendix C of PECO’ Joint Settlement. In
addition, the CDS must be able to comply with the requirements of PECO's
Supplier Coordination Tariff, which relate to competitive billing.

PECO's Supplier Coordination Tariff contains detailed requirements, including
response times and formats for data exchange. Adherence to these detailed
requirements is crucial if the CDS is to provide customers with the billing options
available to customers in PECO's service territory under the Competition Act and
PECO's Joint Settlement. A CDS must be equipped to handle the EDI
transactions regarding issuance of a bill with the appropriate distribution,
transmission and generation charges. The CDS must be able to follow the
dispute handling processes designed for customers who choose an alternative
generation supplier.

Annex A of the Tentative Order suggests that the CDS abide by the billing
specifications as they apply to an EGS. The responsibility of a CDS is
significantly greater than the role of an EGS. PEA suggests that the CDS is a
substitute for PECQ in providing billing services to customers assigned to the
CDS. Consequently, the CDS's role expands beyond that of an EGS only
providing generation service. The CDS must be able to transact with PECO and

the EGS who may be serving the customer assigned to the CDS.



M. RETURNING FROM CDS TO PECO PLR.

PLR service was established to guarantee generation service for those
customers “who do not choose or cannot choose to purchase from alternate suppliers”
(PECO Settlement, Paragraph 38). By definition, PLR service is not intended to
provide a mechanism for more sophisticated customers to leverage their position in the
marketplace or shelter themselves from that market during high-cost periods. Such
customers are neither customers who cannot choose nor customers who choose not to
participate in the market and, therefore, they should not have the protection of the
generation rate cap under these circumstances.

The volatility in the wholesale electricity markets was evident during June 1998.
Such volatility places extraordinary risk on the CDS or EDC providing PLR service,
which must procure generation for returning customers under capped rates, with as little
as fifteen (15) days notice. The EDC or the CDS has limited protection against gaming
of PLR service under existing tariffs.

Customers should not be permitted to exploit PLR or CDS service to avoid the
market during high-cost periods. Certain EGSs currently offer contractual
arrangements that encourage this practice. Permitting industrial and commercial
customers to return to PLR service during high-cost periods may discourage EGSs from
bidding on CDS service under capped rates. The EDC and CDS should be granted
explicit protections under the rules promulgated for PLR and CDS service to guard

against such practices.



V. CONCLUSION

PEA respectfully requests that the Commission consider its comments in
formulating the rules and standards for implementing the competitive provider of last

resort provision of PECO’s Joint Petition for Full Settlement.

Respectfully Submitted,

» e
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56 Pursuant to 66 Pa.C.5. §(E) and (F).



Mark R. Dingman . * LG Utilities, Inc.
Vice President and General Manager Hanover Industrial Estates
400 Stewart Road

Post Office Bex 3200
Wilkes Barre, PA 18773-3200

[7171818-1212 Telephane

December 1, 1995 DOCUMENT
FOLDER

Via Federal Express

Mr. James J. McNuity, Secretary
Pennsylvania Public Utility Commission
Commonwealth Avenue and North Street
P.O. Box 3265, North Office Building
Harnsburg, PA 17105-3265

RE: PECO Joint Petition for Full Settlement Competitive Provider of
Last Resort - Paragraph 38: Docket Nos. R-00973953 and P-00971265
Dear Mr. McNulty:

Enclosed for filing in the above-captioned matter, please find an original and fifteen (15) copies
of the comments of UGI Utilities, Inc. - Electric Division.

Also enclosed is a copy of this letter, which should be date-stamped and returned in the enclosed
stamped, self-addressed envelope.

Sincerely,
7 //Z ‘
o RECEIVED
swd/plw
Enclosures DEC 1 1998
MISSION
pA PUBLIC UT\\E.::;‘{'YS %OMEAU
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

PECO Joint Petition For Full
Settlement Competitive Provider of :
Last Resort — Paragraph 38 :  Docket Nos. R-00973953 and P-00971265

E&’( COMMENTS OF
\l\ UGI UTILITIES, INC. - ELECTRIC DIVISION

UG Utilities, Inc. — Electric Division (“UGI” or the “Company”’) submits the following
comments in response to the Pennsylvania Public Utility Commission’s (“Commission”)
Tentative Order in the above captioned matter adopted at its public meeting of October 16, 1998
at Docket Nos, R-00973953 and P-00971265. These comments are intended to support and
supplement those submitted by the Pennsylvania Electric Association (PEA).

Please note that the arguments presented here by UGI are germane to only this Tentative
Order and may not be applicable to similar orders issued by the Commission in any future

case(s) or settlement agreement(s) before them.

L Technical Fitness of the Competitive Default Supply (CDS) Provider:

All parties participating in the competitive generation market must be technically fit if the
market is to be successful. Paramount among these issues is the ability of all parties to transmit
and process customer data. The Commission has established detailed requirements for the
exchange of data between participating parties, including response time and formats. Adherence
to these requirements is crucial if the CDS Provider is to furnish customers with the billing
options mandated by the Electric Generation Customer Choice & Competition Act (Act). In
addition a CDS Provider must be equipped to handle the Electronic Data Interchange (EDI)
transactions necessary to issue a bill with the appropriate distribution, transmission, and
generation charges. These issues will continue to be of concern to all the parties involved in
retail electric competition. As a result the Commission must require potential CDS Providers to

demonstrate their technical ability to perform these important functions, including compliance

with all EDIq’sfangrds ? E%
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II. Customer Cares:
The Commission’s Tentative Order provides that:

*CDS bidders must describe the manner in which customer care functions

will be accomplished, including billing, call taking and the capability to

handle the volume of potential customers.”
It is essential that the bidding and selection procedures established by the Commission for CDS
Providers include a thorough description by the potential CDS Provider of its ability to handle
these very important customer service issues. In addition, the bidding process must include a
complete review by the Commission of the potential CDS Provider’s ability to handle these
functions properly and in accordance with all Commission regulations, in particular Chapter 56.
Maintaining customer service at current levels should be the primary focus, and one of the major
goals, of the Commission since Section 2809(E) of the Act requires that customer service cannot
be allowed to deteriorate under retail competition. As a result the potential CDS provider must
be required to address and prove to the Commission its capability to adhere to all the customer

service standards that have been imposed on electric distribution companies by the Commission.

I11. CDS Provider Code of Conduct:

The selected CDS Provider will assume the role of provider of last resort for the electric
distributton company(s) (EDC) customers they are serving. Therefore the CDS Provider must be
subject to a code of conduct similar to that imposed on the EDCs. The Commission must require
CDS Providers to abide by a Code of Conduct with respect to their interactions with affiliated

companies, in particular affiliated electric generation suppliers.

Respectfully submitted

y 7 /-

Mark R. Dmg
/ ice President and General Manager
UGI Utilities, Inc. — Electric Division




