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TENTATIVE ORDER
BY THE COMMISSION

On October 2, 2015, PECO Energy Company (PECO or Company), filed its universal service and energy conservation plan (USECP) for 2016 through 2018 (Proposed 2016-2018 Plan) in accordance with the Pennsylvania Public Utility Commission’s (Commission) regulations at 52 Pa. Code §§ 54.71-54.78, relating to electric universal service and energy conservation reporting requirements, and 62.1-62.8, relating to natural gas universal service and energy conservation reporting requirements.  PECO’s Proposed 2016-2018 Plan includes provisions for both electric and gas service.  By this Tentative Order, we indicate issues that require further attention before fully approving the Plan.  We invite parties to comment on any provisions of the Proposed Plan and/or reply to PECO’s comments regardless of whether we have identified or discussed an issue herein relative to a particular provision of the Proposed 2016-2018 USECP.


I.  BACKGROUND

The endeavors of this Commission and the various stakeholders to formally address low income policies, practices, and services began at least as early as 1984.  We note in particular the concerns addressed in Recommendations for Dealing with Payment Troubled Customers, Docket No. M-840403.  As a result of that proceeding, the energy utilities began filing low-income usage reduction plans (LIURPs) and considering how to address arrearages for low-income customers.

The Commission adopted its Customer Assistance Programs (CAP) Policy Statement at 52 Pa. Code §§ 69.261-69.267, initially effective July 25, 1992.  The CAP Policy Statement was subsequently amended, in part, effective May 8, 1999, and is applicable to class A Electric Distribution Companies (EDCs) and Natural Gas Distribution Companies (NGDCs) with gross annual operating revenue in excess of $40 million.  The CAP Policy Statement provides guidance on affordable payments and establishes a process for a utility to work with the Commission’s Bureau of Consumer Services (BCS) in the development of a CAP.  52 Pa. Code §§ 69.261-69.267.  

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

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

	The General Assembly has acknowledged the importance of helping low-income customers maintain utility service.  Under the Competition Acts, universal service programs are subject to the administrative oversight of the Commission, which must ensure that the utilities run the programs in a cost-effective manner.  66 Pa.C.S. §§ 2203(8) and 2804(9).  Although the Competition Acts do not define “affordability,” the Commission’s Policy Statement provides guidance on affordable payments.  52 Pa. Code §§ 69.261-69.267.  The Commission balances the interests of customers who benefit from the programs with the interests of the customers who pay for the programs.  See Final Investigatory Order on CAPs:  Funding Levels and Cost Recovery Mechanisms, Docket No. M-00051923 (Dec. 18, 2006), (Final CAP Investigatory Order), at 6-7.

	To help meet these requirements, the Commission promulgated the Universal Service and Energy Conservation Reporting Requirements regulations (Reporting Requirements).  52 Pa. Code §§ 54.71- 54.78 (electric) and §§ 62.1 - 62.8 (gas).  These Reporting Requirements require each NGDC serving more than 100,000 residential accounts and each EDC serving more than 60,000 residential accounts to submit an updated USECP every three years to the Commission for approval.  52 Pa. Code §§ 54.74 and 62.4.  PECO is a jurisdictional EDC and NGDC.

II.  HISTORY

A.  Jurisdiction

	As an EDC with more than 60,000 customers and an NGDC with more than 100,000 residential customers, PECO is required to maintain an approved triennial USECP.  52 Pa. Code §§ 54.77 and 62.7.

Table 1
Residential Class Size[footnoteRef:1] and CAP Enrollment[footnoteRef:2] for PECO [1:   As of 12/31/2014.  2014 Report on Universal Service Programs & Collections Performance at 6.]  [2:   As of 1/1/2016.  Reported by PECO to BCS.] 

	Service
	Residential Customers[footnoteRef:3] [3:   Some PECO residential customers receive both electric and gas service.  The totals contain duplication.] 

	CAP Enrollment[footnoteRef:4] [4:   CAP customers who receive both electric and gas service are counted as electric CAP customers.  Gas CAP customers receive gas service only.] 


	
	
	

	Electric
	1,430,397
	138,650

	Gas
	461,173
	466

	Totals
	1,891,570
	139,116



B.  Existing USECP

PECO’s most recent prior plan proposal was its 2013-2015 Plan, filed with the Commission on February 28, 2012, at PECO USECP for 2013-2015, Docket No. M‑2012-2290911.  On October 25, 2012, PECO filed a proposed Amended USECP.  

On November 8, 2012, the Commission entered a Tentative Order and requested comments, inter alia, on whether PECO’s current seven-tier CAP Rate program should be changed to a Percentage of Income Payment Program (PIP) and whether an alternative program structure would address affordability issues raised by the Commission.  The Commission also sought information on the costs and benefits of such a program.  Further, the Commission asked what the impact of switching to a PIP would be on a CAP customer’s ability to shop.  See PECO Energy Company USECP for 2013-2015 Tentative Order, Docket No. M-2012-2290911 (November 8, 2012), at 14-17.  The Commission referred the matter, by Secretarial Letter dated January 3, 2013, to the Office of Administrative Law Judge to conduct evidentiary hearings and to certify the record to the Commission by March 1, 2013.  

On April 4, 2013, the Commission issued a Final Order (April 4 Order) approving PECO’s 2013-2015 Plan, but requiring certain changes.  The Commission’s Order directed PECO to conduct a study of the Fixed Credit Option (FCO) and other possible CAP design alternatives for potential use by PECO in its next triennial USECP.  The Commission directed PECO to test various models to improve the affordability of its CAP program to participants, subject to the limitation of not placing additional financial burdens on the non-participants.  April 4 Order at 24.  The April 4 Order also directed PECO to file a report on the fixed credit PIP option (FCO PIP) on or before September 30, 2013.  April 4 Order at 24-25.

B.  PECO’s CAP Design

On September 20, 2013, PECO filed its Report on Alternative Models for Delivery of CAP Benefits Submitted Pursuant to the Commission’s April 4, 2013 Order.  In that report, PECO recommended keeping its existing CAP design instead of changing to the FCO PIP or another alternative design.  PECO Report at 24.

On October 15, 2013, PECO filed Supplemental Information in response to information requests from the Office of Consumer Advocate (OCA); Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania (CAUSE-PA); Tenant Union Representative Network (TURN), and Action Alliance of Senior Citizens of Greater Philadelphia (Action Alliance) (collectively referred to as “TURN et al.”).  On October 21, 2013, the OCA, TURN et al. and CAUSE-PA filed Comments.  On October 31, 2013, the OCA filed Reply Comments.  On November 1, 2013, PECO filed Reply Comments.

On April 25, 2014, the Commission issued a Secretarial Letter directing the parties in this matter to attempt to reach agreement on a new CAP design.  The Commission requested a status report on July 31, 2014.  If the parties failed to reach a settlement by that date, the Commission would assign the matter to the Office of the Administrative Law Judge (OALJ) for an on-the-record proceeding and recommended decision.  The parties engaged in extensive settlement discussions through the Commission’s mediation process and requested a further extension until October 30, 2014.  PECO, CAUSE-PA, the OCA, and TURN et al. participated in at least eight half or full day sessions over the next several months and exchanged extensive data and other information.  On October 30, 2014, PECO notified the Commission that the negotiations had reached an impasse and requested OALJ proceedings.  The Commission assigned an Administrative Law Judge (ALJ) to the proceeding in November 2014.  On December 5, 2014, the parties notified the ALJ that settlement negotiations had resumed.  In March 2015, the parties reported that they had reached a settlement in principle.  

On March 20, 2015, a Joint Petition for Settlement (Joint Settlement) was filed at the same docket by PECO, OCA, TURN et al., and CAUSE-PA (Joint Petitioners).  The Joint Settlement proposed to change PECO’s CAP design from a seven-tier, fixed rate program to a FCO PIP, beginning October 2016.  The Joint Petitioners filed separate Statements in Support of the Joint Petition.

On June 11, 2015, the ALJ issued a decision recommending that the Commission approve the Joint Settlement and close Docket No. M-2012-2290911.  The Commission adopted the ALJ decision, approved the Joint Settlement, and marked the docket closed by order entered on July 8, 2015. 

C.  Proposed 2016-2018 Plan

In compliance with Commission regulations, PECO submitted its Proposed 2016-2018 Plan on October 2, 2015, and served the OCA, the Office of Small Business Advocate (OSBA), and the Bureau of Investigation and Enforcement (BIE).  

PECO’s Proposed 2016-2018 Plan appears to substantially comply with Title 66, Commission regulations, and Commission policy statements.  The Proposed Plan appears to contain all of the components included in the definition of universal service at 66 Pa. C.S. §§ 2202 and 2803, which mandate that universal service programs be available in each large EDC and NGDC service territory and that the programs be appropriately funded.  The Proposed Plan also appears to meet the submission and content obligations of the USEC Reporting Requirements at 52 Pa. Code §§ 54.74 and 62.4, the LIURP regulations at 52 Pa. Code §§ 58.1-58.18, and the CAP Policy Statement at 52 Pa. Code §§ 69.261-69.267.

	This Tentative Order allows interested parties to comment on the Proposed 2016-2018 Plan and the concerns raised herein.

	PECO’s Plan contains four major components that help low income customers maintain utility service.  The four major components are as follows: (1) PECO CAP Rate program that provides discounted rates for low income residential customers; (2) PECO’s LIURP that provides weatherization and usage reduction services to help low income customers reduce their utility bills; (3) the Customer Assistance and Referral Evaluation Services (CARES) Program, which provides referral services for low-income, special needs customers; and (4) PECO’s Hardship Fund, known as The Matching Energy Assistance Fund (MEAF), which provides grants to customers with incomes up to 175% of the Federal Poverty Income Guidelines (FPIG) who have had their utility service terminated or are threatened with termination.  Thus, PECO’s Proposed Plan does contain the four programs required by the Competition Acts.  We shall discuss each program in greater detail below.

III.  DISCUSSION

A. USECP Modifications Proposed for the 2016-2018 Plan

PECO proposes several program modifications for its universal service programs in its 2016-2018 Plan.  While many of the proposed USECP changes are predicated on the Joint Settlement for PECO’s new CAP rate design, other elements from the Joint Settlement do not appear in the Proposed 2016-2018 Plan.  

1.  Proposed CAP Changes, beginning October 1, 2016: 

· CAP billing based on an FCO PIP. 

· CAP credit limits determined by the household’s poverty level.

· Minimum payment set at $12 for electric non-heat customers, $30 for electric heat customers, and $25 for gas heat customers.  CAP customers must pay the minimum amount each month, even if the account has a rolling CAP credit.

· PECO will no longer automatically enroll Low Income Home Energy Assistance Program (LIHEAP) recipients in CAP.

· CAP customers will no longer be eligible for payment agreements.  CAP customers who have in-program arrears as of October 1, 2016, will receive arrearage forgiveness for two-thirds of this balance over a five-year period.  These customers may not receive additional Medical Certificate renewals if they have already utilized the maximum number of renewals for these arrears.

· All CAP customers will be required to recertify every two years, unless they receive a LIHEAP grant annually.  Annual LIHEAP recipients are required to recertify every 6 years.

2.  Proposed LIURP changes

· Beginning October 2017, PECO will increase the LIURP budget by $700,000 per year for 3 years to implement new weatherization measures to serve customers who use de facto heating.[footnoteRef:5] [5:   De facto heating refers to an electric non-heating customer whose residence is normally heated by a source other than electricity but the customer is in fact heating with electricity (usually space heaters) because the other fuel heating is not available.”  Proposed 2016-2018 Plan at 13.] 


B. Program Descriptions

1. CAP

PECO’s CAP helps residential low income customers maintain electric or gas service through lower monthly payments and/or the elimination of past-due balances.  Beginning October 2016, PECO is changing its CAP billing design from a seven-tier discount system to an FCO PIP.  PECO’s FCO PIP determines the amount of discount needed, if any, to keep customer payments below the company’s energy burden thresholds.  CAP customers also receive the opportunity to have their pre-program arrearages completely forgiven within one year of entering the program.  For each month the customer pays his or her CAP bill in full and on time, the company will forgive one-twelfth of the customer’s pre-program arrearage.  The customer does not have to be payment-troubled, as recommended by the CAP Policy Statement at 52 Pa. Code § 69.264, as PECO’s CAP Rate program is open to any customer with income up to 150% of the FPIG who expresses difficulty paying utility bills.  PECO funds the CAP Rate program through base rates and a universal service fund surcharge.  

PECO’s FCO PIP combines percent of income with a rate discount.  Participants pay the difference between their monthly electric/gas bill and their CAP credits.  A customer’s annual CAP credit amount is the difference between the annual energy costs for the residence and the household’s allowable energy burden.  The annual cost of energy for a residence is based on the undiscounted and weather-adjusted energy costs of the prior 12-month period.[footnoteRef:6]  PECO recalculates the CAP customer’s annual energy costs every three months.  The household’s allowable energy burden is determined based on the following table: [6:   If the customer does not have 12 months of prior service at the current residence at the time the above calculation is conducted, then PECO will create a pro forma profile to calculate that customer’s trailing twelve months usage/charges.  The pro forma profile will be based on the following, in order of preference if data is available: 
Usage at that residence by the customer for the months available and actual usage by prior customers for the months unavailable.
Usage at that residence by prior customers;
Usage at similar residences or CAP residences in the same area; or
System-wide usage or CAP usage averages.

Joint Settlement, Exhibit A, at 1-2.] 


Table 2
Allowable Energy Burden
	FPIG
	Electric Non-Heating
	Electric Heating
	Gas Heating

	0-50%
	5%
	13%
	13%

	51-100%
	6%
	16%
	16%

	101-150%
	7%
	17%
	17%



If the estimated annual cost of energy is greater than the household’s allowable energy burden, the household will receive CAP credits for the difference.  Annual CAP credits are limited based on poverty level and energy usage, as illustrated in Table 3:

Table 3
Maximum CAP Credits
	FPIG
	Electric Non-Heating[footnoteRef:7] [7:   If PECO acquires an electric base rate increase, the maximum allowable credits will increase by a percentage equal to the system-wide residential distribution rate increase, applied to the portion of the maximum CAP credit attributable to distribution rates. ] 

	Electric Heating
	Electric with Gas Heating (PECO Dual Commodity Customer)[footnoteRef:8] [8:   If PECO acquires a gas base rate increase, the maximum allowable credits will increase by a percentage equal to the system-wide residential distribution rate increase, applied to the portion of the Maximum Credit attributable to distribution rates.  ] 


	0-50%
	$2,048
	$2,922
	For electric service: same limits as electric non-heating; 
For gas service: no maximum[footnoteRef:9] [9:   This continues PECO’s current gas CAP program policy.] 


	51-100%
	$1,389
	$1,881
	

	101-150%
	$1,241
	$1,661
	



	Table 4 provides three examples of how PECO will determine annual CAP credits based on the household’s income and heating type.  

Table 4
Examples of PECO CAP Credit Calculation
	Customer
	Electric
Non-Heating
	Electric Heating
	Gas Heating

	Annual income
family of four
	$15,000
	$10,000
	$28,000

	Percent of poverty*
	62%
	41%
	115%

	Applicable energy burden % of annual income (Table 2)
	6% of $15,000 = $900
	13% of $10,000 = $1,300
	17% of $28,000 = $4,760

	Annual energy bill:
	$1,200
	$3,000
	$2,000

	Annual CAP credits needed
	$1,200 - $900 = $300
	$3,000 - $1,300 = $1,700
	$2000 - $4670 = $0

	Maximum CAP credits (Table 3)
	$1,389
	$2,922
	$1,241



* Based on the 2015 FPIGs.

A CAP household will receive a percentage of its annual CAP credits each month, up to the maximum, based on the seasonal nature of electric and gas usage.  Table 5 identifies the monthly distribution of annual CAP credits, based on the customer’s heating type.

Table 5[footnoteRef:10] [10:   This table appears in Attachment B at 33 in PECO’s Proposed 2016-2018 Plan.  PECO should either confirm that the columns do not total 100% due to rounding or make any necessary explanation or corrections. ] 

Seasonal Distribution of CAP Credits
	Month
	Electric Non-Heating
	Electric Heating
	Gas Heating

	Jan
	9.6%
	13.9%
	20.6%

	Feb
	8.9%
	14.2%
	19.5%

	Mar
	8.9%
	12.2%
	14.5%

	Apr
	7.0%
	9.0%
	9.6%

	May
	5.8%
	5.3%
	4.5%

	June
	7.7%
	5.2%
	2.6%

	July
	11.3%
	6.4%
	2.0%

	Aug
	10.6%
	5.9%
	1.8%

	Sept
	9.3%
	5.4%
	2.0%

	Oct
	6.6%
	4.5%
	2.6%

	Nov
	6.6%
	6.4%
	6.9%

	Dec
	8.7%
	11.7%
	13.6%

	Total
	100.0%
	100.0%
	100.0%



If the monthly CAP credit exceeds the customer’s minimum payment responsibility, PECO applies the remaining credit to the next month’s bill.  PECO bases minimum payment requirements on the CAP customer’s heating type:

· Electric non-heating: $12 per month, 
· Electric heating: $30 per month
· Gas Heating: $25 per month

	PECO estimates that approximately 40,000 households that receive rate discounts under PECO’s current CAP will not receive discounts under the FCO PIP.  After the October 2016 FCO PIP implementation, PECO will offer these customers a 1-year Phase-Out Benefit of $50 per household.  The Phase-Out Benefit will provide a monthly bill credit of $4.17 for each month the household remains in CAP, up to a maximum of 12 consecutive months.  These customers will retain the other benefits that are available to CAP customers, including pre-program arrearage forgiveness and priority for LIURP services.  

	Customers can submit CAP applications via mail, fax, email, or through PECO’s website.  PECO processes mailed applications within seven business days, and applications received through other mediums within three business days.[footnoteRef:11]   [11:   PECO reports it receives the majority of its CAP applications via mail, but email and website submissions are increasing.  If this trend continues, the Company may amend its applications processing timeframes.  Proposed 2016-2018 Plan at 7.] 


	CAP customers are required to recertify every two years, unless they have received a LIHEAP grant.  LIHEAP recipients are required to recertify once every six years.  PECO will no longer automatically enroll LIHEAP recipients in CAP.[footnoteRef:12]  Instead, non-CAP LIHEAP recipients will receive a CAP application and a letter explaining the benefits of CAP.   [12:   PECO reports that it is not possible to automatically enroll a LIHEAP recipient into the FCO PIP CAP because the Company needs to know the customer’s actual income.  A LIHEAP grant identifies only a customer’s range of income.  Proposed 2016-2018 Plan at 7.] 


	Customers can remain in the CAP program without reapplying if they transfer service to another property within 60 days from the previous address’ service disconnection date.  PECO will also transfer any pre-program arrears to the new address, and customers will continue to receive forgiveness while they remain on CAP.   

Based on our analysis of PECO’s CAP, we require clarification and/or correction regarding the issues detailed below.

a.  CAP Arrearages

	Beginning October 2016, PECO will no longer offer payment arrangements for CAP customers.  Current CAP customers with arrears converted to the FCO PIP will receive a one-time “In-Program Arrearage Forgiveness” (InPA Forgiveness).  Through InPA Forgiveness, these CAP customers will have two-thirds of their CAP arrears frozen for forgiveness and will be responsible for paying the remaining one-third incrementally over a 5-year period, regardless of CAP status.[footnoteRef:13]  However, PECO will not accept additional Medical Certificates if these customers have already used three to avoid termination due to these in-program arrears.  Proposed 2016-2018 Plan at 9-10. [13:   An exception to this rule are customers removed from CAP for theft/fraud.  These customers will be responsible for paying the full balance of their in-program arrears while off CAP.] 


	The Commission supports the elimination of in-CAP payment arrangements.  We note that no other EDC or NGDC offers payment arrangements within a CAP.  CAPs should eliminate arrears over time and establish reduced or affordable monthly payments.  Payment arrangements within this program should not be necessary to address in-program debt and may instead allow participants to accrue higher CAP balances.[footnoteRef:14]   [14:   In the Fall of 2011, PECO forgave $25 million of accumulated in-program arrears for CAP customers.  In the PECO 2013-2015 USECP Final Order, the Commission expressed its concern that PECO’s use of in-CAP payment arrangements suggested program unaffordability and that, without changes to its CAP, those arrears were likely to build again.  PECO 2013-2015 USECP Final Order at 19.] 


	We also support PECO’s plan to allow current CAP customers with in-program balances to have most of this debt deferred and forgiven over a 5-year period through InPA Forgiveness, whether they remain in CAP or not.  However, it is not clear if the customer will become responsible for paying some or all of these deferred in-program arrears if they move out of the PECO service territory or otherwise cancel service from PECO before the end of the 5-year period.

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to explain a customer’s payment responsibility if the customer cancels service while receiving InPA Forgiveness.

b.  Consumer Education

	In preparation of this Tentative Order, BCS reviewed 440 consumer complaints filed by PECO consumers in 2014.  We noticed that many complaints were due to consumer misunderstanding of the existing PECO CAP Rate.  The CAP Policy Statement at Section 69.265(6)(vi) Consumer education and referral outlines that CAPs should include consumer education programs which provide information on the benefits and responsibilities of CAP participants.  With the upcoming switch to an FCO PIP, PECO needs to provide clear consumer education.  It needs to thoroughly explain to CAP customers how its program will change and how it can impact monthly CAP bills.  The Proposed 2016-2018 Plan does not include a description of PECO’s plans for consumer education for its new CAP design.

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to detail how it will educate consumers about the upcoming changes to its CAP and, on an ongoing basis, the benefits and responsibilities of the program. 

c.  Removal from CAP for Fraud or Theft 

	The Proposed 2016-2018 Plan states that customers removed from CAP for fraud, theft of service, or other misappropriations of service are required to stay out of the program for one year and may be liable “for some or all of […] account arrearages (forgiven or not forgiven), pre-program arrearages, [InPA Forgiveness], and related account collection fees.”  Proposed 2016-2018 Plan at 11.

	Clearly, if customers intentionally provide misrepresented or fraudulent income/household information at CAP enrollment, it would be reasonable to require them to pay the entire balance of their pre-program arrears because they were not even initially eligible to receive forgiveness.  In other instances where PECO removes customers from CAP, it may not be appropriate to require these customers to pay back previously forgiven arrears.  

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to clarify what situations would require a customer pay for forgiven arrears once removed from CAP for fraud, theft of service, or other misappropriations of service.

d.  Reenrollment Procedure for Former CAP Participants

	In addition to removal from CAP for fraud and theft, the Proposed 2016-2018 Plan explains that PECO will remove customers from the program if they exceed income guidelines or if they fail to: meet program requirements, accept program services, participate in a LIURP audit, or complete the recertification process.  Proposed 2016-2018 Plan at 10.  However, the Proposed Plan does not describe what amounts a customer must pay to reenroll in CAP if they remain, or once again, become eligible.  

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to explain what requirements customers removed from CAP must meet in order to reenroll in the program, including payment of CAP or non-CAP arrears. 

e.  Restoration Requirements for Terminated CAP or CAP-Eligible Customers

	The Proposed 2016-2018 Plan does not describe what PECO requires CAP (or CAP-eligible) customers to pay for service restoration once terminated (e.g., for failing to make monthly payments).    

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to explain its reconnection procedure and payment requirements for CAP and CAP-eligible customers.

2. Low Income Usage Reduction Program

PECO’s LIURP is available to CAP households and to non-CAP households with incomes at or below 200 percent of the FPIG.  The program helps low-income customers reduce energy usage by providing direct weatherization/conservation measures and in-home education.  To qualify for LIURP services, CAP households must have monthly average usage that exceeds 500 kWh; eligible non-CAP households must have monthly average usage that exceeds 600 kWh for base load customers, 1,400 kWh for electric heating customers or 50 Ccf for gas heating customers.  LIURP is required for high usage CAP customers.  

Based on our analysis of PECO’s proposed LIURP program for 2016-2018, we require clarification and/or correction regarding the issues detailed below.

a.  De Facto Heating Pilot
	
	As the result of the Joint Settlement and beginning in October 2017, PECO will increase its LIURP budget by $700,000[footnoteRef:15] to implement measures to help de facto heating customers.  De facto heating refers to households with non-heating electric accounts (Rate R) that use electricity for heat because their primary heating source (e.g., oil, gas) is inoperable or unaffordable.  Many of these households then use potentially unsafe and inefficient space heaters.  This subsequently increases the customer’s electric bill, compounding any existing payment trouble.  We commend PECO for addressing the de facto heating problem by implementing this program.  However, we are requesting some further clarification. [15:   Joint Settlement at 12 in Docket M-2012-2290911.] 


	As described in the Joint Settlement, PECO plans to identify a “De Facto Target Population” made up of low-income customers who meet certain criteria such as extreme high usage, CAP customers with calculated Annual Credit exceeding the allowable maximum, and any other low-income customer who may benefit from de facto heating mitigation.  As stated in Exhibit A to the Joint Settlement (at pages 11 and 12):

· The mitigation measure is repair or replacement of a broken gas or oil heater or furnace; 
· The residence does not have other structural issues that would make it inappropriate under LIURP to perform a heater or furnace repair; and
· The mitigation measure, on average, has a payback period of 15 years or less, or is less than the expected life of the new measure, as determined by data available to PECO at that time.16
____________
16  The Commission’s regulations, 52 Pa. Code §58.11, provide that “space heating system replacement” measures should meet a 12-year payback period.  In a 1996 audit of PECO’s LIURP program, the auditors noted that: “As of December 4, 1995, the auditors have been instructed to use the 15 year payback criteria for recommending all allowable treatments that fall within this payback period.”


	At least one aspect of the proposed de facto heating pilot program appears to be in conflict with LIURP regulations at 52 Pa. Code §58.11(a).  The Joint Settlement excerpt above is footnoted with a reference to 1996, indicating that PECO may have been operating LIURP for years utilizing a 15-year measure payback period rather than the specified seven- or 12-year requirement outlined in Section 58.11(a).  PECO is now clearly proposing to operate the de facto heating program under a 15-year payback period.  

Proposed Resolution: Since the proposed program is essentially a three-year LIURP pilot, we propose to allow a temporary partial waiver of Section 58.11(a), applying to those measures deemed necessary for the mitigation of de facto heating.  

	In the proposed 2016-2108 Plan, PECO states that the de facto heating program will be part of LIURP and that it will recover additional funding of $700,000 each year, starting in October 2017, through its Universal Service Fund Charge (USFC).  Since the pilot program will be part of LIURP, we have no issue with the recovery of the funding through the USFC.  However, we do not see the $700,000 reflected in the 2017 or 2018 LIURP budget provided in this Proposed 2016-2018 Plan.  

Proposed Resolution: PECO is to update the LIURP budget appropriately to reflect the $700,000 and to provide an estimate of potential jobs that will be performed under this pilot, for the electric and gas categories for 2017 and 2018.  PECO would need to report other pilot details consistent with existing LIURP annual reporting requirements.  Because this funding carries forward beyond the expiration of the 2016-2018 Plan, this requirement would carry forward to the next USECP.

b.  Health & Safety Allowance

	PECO explains in its Proposed 2016-2018 Plan that its comprehensive health and safety approach includes installing devices such as smoke alarms and carbon monoxide detectors, performing combustion analysis and identifying potential hazards such as mold, asbestos and moisture.  However, PECO does not identify its LIURP procedures or protocols to determine thresholds for providing LIURP treatment or disqualifying a home due to safety concerns, such as mold or structural issues.  The Proposed 2016-2018 Plan also does not identify any specific health and safety spending guidelines or minor repair allowance limits.  

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information at this time.  Further clarification is necessary for us to complete our review of this aspect.  PECO is to provide these program details and program guidelines.

c.  Contractors & Quality Control Protocols
	
	In the Proposed 2016-2018 Plan, PECO states that it has only one vendor responsible for managing the LIURP program, including all subcontractors.  PECO states the vendor is “required to inspect all heating audits and 5% of all base-load audits.”  PECO claims that “the primary vendor as well as all subcontractors including Energy Auditors, Field Supervisors, Inspectors, Plumbers, Electrician, etc. [sic] are certified in their particular craft(s) and hold and maintain professional licenses, certifications and BPI certification.”   Proposed 2016-2018 Plan at 14.

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information at this time.  Further clarification is necessary for us to complete our review of this aspect.  PECO is to clarify if it is requiring every contractor and subcontractor performing LIURP work to have all of the certifications listed and to provide more specific details regarding the requirements for their LIURP contractors and subcontractors. 

	We have further concerns that PECO is limiting its LIURP work to one vendor or contractor, especially when this particular contractor also has the responsibility to inspect LIURP jobs for quality control.  Regardless of whether different individuals perform the inspections and work, ultimately, only one contractor has responsibility for both the LIURP work and the quality of PECO’s LIURP program.  This appears to be a conflict of interest.  Third-party inspections are critical to ensuring that the LIURP program is operating in a manner that maximizes both the cost-effectiveness and work quality outcome, i.e., energy savings results.  Further, it is not necessary to inspect ALL heating jobs to ensure that the contractors are meeting work quality standards.  No other EDC or NGDC participating in LIURP routinely inspects 100% of its jobs, as this is quite costly.  Historically, companies have increased the number of inspections on LIURP jobs during a probation period or for a limited time with a new contractor, but PECO has contracted with this LIURP vendor for many years, so we are unsure why inspecting all heating jobs is necessary.  

	PECO’s LIURP savings results have been decreasing for all categories of LIURP jobs since 2011.  We are particularly concerned with the PECO Gas results, which have consistently been under 6.0% savings.  That is the lowest of the NGDCs and is unsatisfactory.  Additionally, over the last several years, PECO has sent incomplete and miscoded LIURP data to BCS and to the PUC’s LIURP contractor[footnoteRef:16], The Pennsylvania State University (PSU), for analysis.  The inconsistent data quality issues could be a contributing factor to the poor savings results.  However, we do acknowledge that the 2013 LIURP program year data appears somewhat improved.  It is imperative that PECO continue to work with BCS to resolve any future reporting issues and provide usable and complete data in order to produce valid analysis and savings results. [16:  Penn State University currently provides database management, analysis and reporting for the implementation and evaluation of LIURP.  ] 


Proposed Resolution: PECO is to address these issues.

d.  Additional Settlement Item Regarding Budget

	In the Joint Settlement, PECO states:

Beginning October 2017, for a period of three years PECO will commit $1 million[footnoteRef:17] annually in additional funds to LIURP to reduce the energy burden of CAP customers whose bills exceed the Commission’s energy burden guidelines.  These funds are in addition to the $700,000 designated in this settlement to address de facto heating, but at PECO’s discretion may be used for the de facto heating program if PECO determines that there is demand for additional de facto heating services and that such additional expenditures can be made within de facto heating program requirements. [17:   Joint Settlement, Section C. (1), at 10, Docket M-2012-2290911.] 



	While we appreciate PECO committing to additional funding for LIURP, the budget section of the Proposed 2016-2018 Plan does not reflect the increased funding.  

Proposed Resolution: PECO is to submit a revised LIURP budget with the increased annual $1 million funding for 2017 and 2018 and to show how the funds will be appropriated between electric and gas.  Because this funding carries forward beyond the expiration of the 2016-2018 Plan, this requirement would carry forward to the next USECP. 

e.  Jobs Estimate

	The Proposed 2016-2018 Plan projects that the “average of 9,000 served” through LIURP each year will “remain consistent” through 2018.  This is not an accurate or acceptable projected enrollment estimate, as we calculated an average of 10,672 yearly LIURP jobs over the last three years[footnoteRef:18].   [18:   BCS calculated the 10,672 average number of jobs per year based on the total number of LIURP Electric and Gas jobs PECO reports in each of the 2012-2014 Universal Service Programs & Collections Performance Reports.  ] 


Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information at this time.  Further clarification is necessary for us to complete our review of this aspect. PECO is to provide revised LIURP job estimates for electric and gas customers, including those that would result from the additional funding, to provide specific job estimates for each job type, within both electric and gas categories, and to incorporate the additional funding for jobs in years 2017 and 2018.  Because the funding carries forward beyond the expiration of the 2016-2018 Plan, this requirement would carry forward to the next USECP.

3. Hardship Fund 

MEAF is PECO’s hardship fund and is administered by each county’s fuel fund agencies.  Ratepayers and interested parties can pledge donations to MEAF.  A customer in termination status or without electricity/gas service may receive one maximum grant of $500 for electric and/or $500 for gas during a 2-year period, up to $1,000 for dual commodity customers.  The grant amount, along with any other credits to the account, must eliminate any customer outstanding balance.  

Proposed Resolution: We are not proposing any changes to PECO’s MEAF Program at this time.

4. CARES Program

	The goal of the PECO CARES program is to assist customers with incomes at or below 200% of the FPIG with special needs and/or extenuating circumstances by educating and informing them about energy assistance programs and other community resources.  It provides referrals to available programs to help them pay household bills and can provide temporary protection from service termination.  

Proposed Resolution: We are not proposing any changes to PECO’s CARES Program at this time.

C. Eligibility Criteria

The four components of PECO’s Plan have slightly different eligibility criteria as demonstrated in Table 6 below.

	
Table 6
Eligibility Criteria

	Program
	Income Criteria
	Other Criteria

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

	LIURP
	200% FPIG or less
	Minimum monthly average consumption exceeding 500 kWh for CAP, 600 kWh for base load, 1,400 kWh for electric heat, or 50 Ccf for gas heat.
Required for high use CAP customers.

	Hardship Fund
(MEAF)
	175% FPIG or less
	Service off or termination pending.  
MEAF grant (plus any other grants or payments) must eliminate customer’s balance. 
Must not have received a MEAF grant in past 2 years.

	CARES
	200% FPIG or less
	Special needs and/or extenuating circumstances.



Proposed Resolution: We tentatively find that the eligibility requirements of PECO’s Proposed 2016-2018 Plan comply with the Commission’s CAP Policy Statement.

D. Projected Needs Assessment

In compliance with 52 Pa. Code §§ 54.74(b)(3) and §62.4(b)(3), PECO submitted a needs assessment for its universal service programs.  Based on 2012 U.S. Census data, PECO estimates it has 414,450 households with income at or below 150% of FPIG within its service territory that may be eligible for CAP.  PECO determined that it serves 542,290 households with income at or below 200% of FPIG that could qualify for LIURP, Hardship Fund (MEAF), and/or CARES.  PECO also reports that 184,407 customers are eligible for LIURP services.  The Company estimates the cost of providing weatherization services to all of these customers is $240,488,336.  In the aggregate, we find these figures to be consist with our understanding of the raw census data.

York County

	PECO estimates in its needs assessment that 16% of 4,700 customers in York County have incomes at or below 150% of the FPIG and 25% have incomes at or below 200%.  Proposed 2016-2018 Plan at 4.  However, these percentages are not current.  Based on the information in the 2012 U.S. Census, 23% of York County’s households have incomes at or below 150% of the FPIG and 32% have incomes at or below 200%.

Proposed Resolution:  PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to revise its needs assessment numbers for York County and to update the needs assessment totals.

E.  Projected Enrollment Levels

Table 7 shows the projected enrollment levels for CAP, LIURP, MEAF, and CARES.

Table 7
Projected Enrollment Levels
	
	2016
	2017
	2018

	CAP*
	140,000
	140,000
	140,000

	LIURP
	9,000
	9,000
	9,000

	Hardship Fund (MEAF)**
	1,000
	1,000
	1,000

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



* PECO reports that CAP enrollment has remained around 140,000 for the past 5 years and that this trend should continue through 2016.  However, enrollment in PECO’s CAP may decline in 2017 and 2018 because customers who no longer qualify for a discount under the FCO PIP may decline to recertify.
** Although participation in these programs is unpredictable, PECO anticipates that MEAF and CARES would continue to serve a similar number of customers as in past years. 

Proposed Resolution: Although not a limit on CAP enrollment, it appears the projected CAP and LIURP enrollment levels are reasonable. 

F. Program Budgets

Table 8 below shows the proposed budget levels for each universal service component from 2016 through 2018.  

	Table 8
Universal Service Program Budgets

	Universal Service Component
	2016
	2017
	2018

	CAP
	$100,660,019
	$99,437,517
	$101,529,319

	LIURP
	$7,954,697
	$7,956,018
	$7,960,282

	Hardship Fund (MEAF)*
	$930,958
	$969,891
	$989,432

	CARES
	$372,372
	$374,760
	$382,319

	LIHEAP
	$988,613
	$982,571
	$1,003,467

	OUTREACH
	$296,333
	$302,864
	$308,724

	Total Universal Service Costs
	$110,702,992 
	$109,523,621 
	$111,673,543 



* $500,000 of the MEAF budget for each year is not recovered in base rates or PECO’s Universal Service Fund Charge (USFC) and, therefore, is not included in the “Total Universal Service Costs” above.

a.  CAP Credit Costs

In its Proposed Plan, PECO identifies that the projected annual total cost for its CAP consists of CAP operation expenses, pre-program arrearage set aside, and CAP credits.  The Company projects that CAP credit costs will decrease from $84.2 million in 2016 to $83.5 million in 2017 and then increase to $86.1 million in 2018.  We assume this anticipated fluctuation in shortfall costs is a result of the change to an FCO PIP CAP, but the Company does not provide an explanation.  

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to explain the projected changes in its 2016-2018 CAP credit costs.

b.  PECO’s Hardship Fund (MEAF)

	The Proposed 2016-2018 Plan is not clear how the MEAF budget is determined.  PECO reports that it contributes $250,000 annually in “matching” funds for its MEAF program.  Proposed 2016-2018 Plan at 25.  From this information, we assume in Table 8 that $500,000 of the projected MEAF budget consists of $250,000 in voluntary donations and $250,000 in Company matching funds annually.  This leaves us to presume that the difference, in excess of $400,000 each year, would be administrative costs and therefore recovered in base rates.  If this assumption is accurate, spending over $400,000/year (nearly $490,000 in 2018) for administering the $500,000 Hardship Fund budget seems excessive.  

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to provide a cost and usage breakdown of its estimated MEAF budget.  The breakdown should identify the amount of estimated customer/employee donations, ratepayer assessments, company contributions, administrative costs, and any other expenses associated with the program.

c.  Outreach 

	The Proposed 2016-2018 Plan describes PECO’s outreach efforts to increase participation in its universal service programs.  The Company provides outreach training to staff from Community-Based Organizations (CBOs), Neighborhood Energy Centers, and legal service providers.  It also conducts direct outreach to customers at community events by providing universal services program information and, if appropriate, assistance with completing CAP and LIHEAP applications.  Proposed 2016-2018 Plan at 20.

	PECO lists the cost of its universal service outreach activities as a separate component of its 2016-2018 universal service budget.[footnoteRef:19]  Proposed 2016-2018 Plan at 25.  PECO does not identify whether it will recover these costs through base rates, universal service charges, or other means.   [19:   We also note that PECO listed outreach costs separately in its 2013-2015 USECP universal service budget.] 


Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to identify how it recovers its universal service outreach costs.  

G. Use of Community-Based Organizations (CBOs)

The Competition Acts direct the Commission to encourage energy utilities to use CBOs to assist in the operation of universal service programs.  66 Pa. C.S. 2203(8) and § 2804(9).  Consistent with these provisions, PECO maintains relationships with the following CBOs:

· Utility Emergency Services Fund 
· Montgomery County Community Action Agency Development Commission
· Community Action Agency of Delaware County
· Mason Dixon Cares
· Bucks County Opportunity Council Inc.

PECO also partners with 14 Neighborhood Energy Centers throughout its service territory.

Proposed Resolution: We tentatively find that PECO’s use of CBOs complies with the intent of the Electric and Gas Competition Acts.

H. Organizational Structure

	PECO reports that its universal service programs have a “full staff.”  The Company explains that its “Universal Services department consists of a manager, analysts, program support representatives, and CARES administrators.”  Proposed 2016-2018 Plan at 5.  However, the Proposed Plan does not identify how many analysts, representatives, or administrators work in each program.  Consequently, we cannot determine if PECO’s universal service programs are adequately staffed.  

	In PECO’s 2013-2015 Plan, the Company provided organizational charts for its different departments and identified the number of employees in its CAP Call Center, LIHEAP Hotline, and MEAF Call Center.  PECO Second Amended 2013-2015 USECP at 7, 34-38

Proposed Resolution: PECO’s proposal regarding this aspect of its USECP does not provide sufficient information for us to propose a resolution at this time.  The further clarification necessary for us to complete our review of this aspect is for PECO to provide additional information about its universal service organizational structure.  At a minimum, the Company should identify the number of staff working in each universal service program.

V.  Conclusion 

In light of the above analysis, the Commission finds that PECO’s Proposed 2016-2018 Plan partially complies with the universal service requirements of the Electricity Generation Customer Choice and Competition Act and the Natural Gas Competition Act.  The Plan also partially complies with the universal service reporting requirements at 52 Pa. Code § 54.74 and §62.4, and the Commission’s CAP Policy Statement at 52 Pa. Code §§ 69.261-69.267.  The Plan complies with the LIURP regulations at 52 Pa. Code §§ 58.1-58.18.  Finally, the Commission’s tentative partial approval of this Plan does not limit the Commission’s authority to order future changes to the Plan based on evaluation findings, universal service data, or ratemaking considerations.  This Tentative Order sets forth the aspects that PECO will need to address prior to our approval of the proposed Plan.

In particular, we find that additional information is required from PECO on the following points, consistent with the discussion herein.  If PECO has responsive proposals for additional relief, it should describe them with timelines and cost estimates, in its comments to afford other parties the opportunity to reply.

1. Confirm whether the seasonal distribution of CAP credits (Table 5) do not total 100% annually due to a rounding or other issue or provide necessary corrections.

2. Explain a customer’s payment responsibility if the customer cancels service while receiving InPA Forgiveness.

3. Explain how it will educate consumers about the upcoming changes to its CAP and, on an ongoing basis, the benefits and responsibilities of the program.

4. Clarify what situations would require that a customer pay for forgiven arrears once removed from CAP for fraud, theft of service, or other misappropriations of service.

5. Explain reenrollment requirements for customers removed from CAP.

6. Explain restoration requirements for CAP or CAP-eligible customers. 

7. Update the LIURP budget to reflect the $700,000 for the de facto heating pilot and estimate its potential de facto heating jobs for the electric and gas categories in 2017 and 2018.

8. Explain its thresholds for providing LIURP treatment or disqualifying a home due to safety concerns and identify any specific health and safety spending guidelines or minor repair allowance limits.

9. Clarify if it is requiring every contractor and subcontractor performing LIURP work to have all of the certifications listed and provide more details regarding the requirements for LIURP contractors and subcontractors.

10. Address concerns raised regarding both PECO’s use of only one LIURP contractor and the accuracy of LIURP data reported to BCS and PSU.

11. Update the LIURP budget with the additional annual $1 million funding for 2017 and 2018 and show the appropriation of funds between electric and gas components.  

12. Revise the LIURP job estimates for electric and gas customers, including those that will result from the additional funding in 2017 and 2018.

13. Revise its needs assessment with updated information for York County.

14. Explain the projected fluctuations in its 2016-2018 CAP credit costs.

15. Provide a cost and usage breakdown of its estimated MEAF budget.

16. Explain how it recovers its universal service outreach costs.

17. Provide additional information about its universal service organizational structure.

	We invite parties to comment on any provisions of the Proposed Plan and/or reply to PECO’s comments regardless of whether we have identified or discussed an issue herein relative to a particular provision of the Proposed Plan.

Comments are due twenty (20) days after entry of this order, and reply comments are due ten (10) days thereafter.  If the comments and reply comments raise relevant material factual issues, we may refer this matter, in whole or in part, to the OALJ for hearing and decision; THEREFORE,

IT IS ORDERED:

1. That PECO Energy Company’s Proposed Universal Service and Energy Conservation Plan for 2016-2018, as filed on October 1, 2015, is tentatively approved as consistent with Title 66 of the Pennsylvania Consolidated Statutes, Title 52 of the Pennsylvania Code, and Commission practice, subject to the conditions established in this Order. 

2. That a copy of this Tentative Order be served on the PECO Energy Company, the Office of the Consumer Advocate, the Office of Small Business Advocate, the Bureau of Investigation and Enforcement, the Pennsylvania Utility Law Project, Community Legal Services, and the Tenant Union Representative Network.  A copy shall also be served on the parties to PECO Energy Company USECP for 2013-2015, Docket No. M-2012-2290911.  

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

4. That comments to this Tentative Order shall be filed within 20 days of the entry of this Order, and that reply comments shall be filed within ten 10 days thereafter.

5. That one original signed copy of comments and reply comments shall be filed with the Commission’s Secretary at P.O. Box 3265, Harrisburg, PA 17105-3265.  Comments and reply comments may alternatively be filed electronically through the Commission’s e-filing system, in which case no paper copy needs to be filed with the Secretary.  Comments or reply comments filed electronically must be less than 250 pages. 

6. That an electronic copy, in Microsoft Word® or compatible format, of all filed submissions, comments, and reply comments be provided to Joseph Magee, Bureau of Consumer Services, jmagee@pa.gov, Sarah Dewey, Bureau of Consumer Services, sdewey@pa.gov, and to Louise Fink Smith, Law Bureau, finksmith@pa.gov.

7.  That the contact person for this Tentative Order is Joseph Magee, Bureau of Consumer Services, 717-772-1204, jmagee@pa.gov.


[bookmark: _GoBack][image: ]	BY THE COMMISSION,


						Rosemary Chiavetta
						Secretary

(SEAL)
ORDER ADOPTED:  February 25, 2016
ORDER ENTERED:  February 25, 2016 
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