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FINAL ORDER
BY THE COMMISSION

	On February 25, 2016, the Pennsylvania Public Utility Commission (Commission) entered a Tentative Order, proposing to approve the Proposed 2016-2018 Universal Service and Energy Conservation Plan (USECPs or Plan) for PECO Energy Company (PECO or Company).  The Tentative Order requested comments on the proposed Plan.  The Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania (CAUSE-PA), the Office of Consumer Advocate (OCA), PECO, and the Tenant Union Representative Network and Action Alliance of Senior Citizens of Greater Philadelphia (TURN et al.) individually filed Comments.  CAUSE-PA, OCA, and PECO filed Reply Comments.  PECO filed Supplemental Comments to a staff request for additional information.  There were no replies to the Supplemental Comments.  We have considered the comments filed by the parties and direct that PECO submit a Revised 2016-2018 Plan, consistent with this Order, for the reasons described herein.


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 3/31/2016.  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
	138,234

	Gas
	461,173
	445

	Totals
	1,891,570
	138,679



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).  

	On February 25, 2016, the Commission entered a Tentative Order, tentatively approving PECO’s Proposed Plan for 2016-2018 and requesting comments..  CAUSE-PA, OCA, PECO, and TURN et al. individually filed Comments to the Tentative Order on March 16, 2016.  CAUSE-PA, OCA and PECO individually filed Reply Comments on March 28, 2016.  

	On June 3, 2016, staff requested additional information from PECO.  PECO filed and served a response on June 13, 2016 (PECO Supplemental Comments).  Parties were given the opportunity to comment on the Supplemental Comments, but no supplemental reply comments were filed.

D.  Independent Third-Party Evaluation of PECO’s USECP

	In April 2016, the Applied Public Policy Research Institute for Study and Evaluation (APPRISE) released its PECO Energy 2014 LIURP Evaluation Final Report.  The APPRISE Evaluation presented its evaluation of PECO’s 2014 LIURP.  The evaluation describes the LIURP services and analyzes the impact of PECO’s LIURP on customers’ energy usage, energy bills, and payments.  In addition to evaluating the 2014 LIURP data, the evaluation also addresses some of PECO’s plans for the future and some changes PECO has made since 2014.  These evaluations are mandated by Commission regulation.[footnoteRef:5]  The EDCs and NGDCs must engage an independent third-party to perform these evaluations at least every six years. [5:   52 Pa. Code § 62.2(b).] 


III.  DISCUSSION

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.

	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.

A. USECP Modifications Proposed for the 2016-2018 Plan

The Commission approves the following changes to PECO’s Universal Service programs in its Proposed 2016-2018 Plan:    

1.  CAP Changes pursuant to Joint Settlement, 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.

2.  LIURP changes

· Beginning October 2017, for a period of three year PECO will increase its current LIURP budget by $700,000 per year to implement new weatherization measures to serve customers who use de facto heating.[footnoteRef:6] [6:   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:7]  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: [7:   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:8] [8:   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:9] [9:   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:10] [10:   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:11] [11:   This table appears in Attachment B at 33 in PECO’s Proposed 2016-2018 Plan.  In its Comments, PECO provided a correction to the CAP credit distribution for electric non-heating customers.  The distribution in March was changed from 8.9% to 8.0%.  This change will be reflected in PECO’s Revised 2016-2018 Plan.  The Company confirmed that the columns do not total 100% due to rounding.  PECO Comments at 1-2. ] 

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
	8.0%
	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%
	100%
	100%



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:12]   [12:   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:13]  Instead, non-CAP LIHEAP recipients will receive a CAP application and a letter explaining the benefits of CAP.   [13:   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 requested clarification and/or correction regarding the following issues:

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:14]  Proposed 2016-2018 Plan at 9-10.  [14:   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.] 


	In the Tentative Order, we asked PECO to explain if InPA Forgiveness customers will become responsible for paying some or all of these deferred in-program arrears if they cancel service from PECO before the end of the 5-year period.

1. Comments: PECO explains that customers who cancel service while enrolled in InPA Forgiveness are treated the same as any other terminated residential CAP account:

First, PECO will calculate how much the customer still owes (unpaid and unforgiven amounts), and that amount will be placed onto the customer’s account for collection, which will then be subject to normal credit and collection practices.  Second, if the customer later reinitiates service on the PECO system during the five-year term of the InPA Forgiveness program, the customer will be allowed to re-enter the InPA Forgiveness program on terms specified in the settlement.

PECO Comments at 3. 

	CAUSE-PA states that customers enrolled in InPA Forgiveness who voluntarily cancel service with PECO should continue to receive the benefits of the program.  PECO should allow these customers to maintain the 60-month payment arrangement on one-third of the CAP arrears balance and receive forgiveness for the remaining two-thirds of these arrears over this time period.  CAUSE-PA Comments at 6-7.  

	CAUSE-PA further asserts that former CAP customers who are not enrolled in the program or not receiving service from PECO in October 2016 should still be allowed to receive InPA Forgiveness to settle their outstanding CAP balance if they reenroll during the 60 month repayment period.  CAUSE-PA Comments at 7.

2. Reply Comments: CAUSE-PA supports reenrolling customers into InPA Forgiveness upon service restoration.  It requests that PECO include this clarification in its Revised 2016-2018 Plan.  CAUSE-PA Reply Comments at 7.

	OCA supports CAUSE-PA’s proposal to allow former CAP customers that are not enrolled in the program in October 2016 to receive InPA Forgiveness if they reenroll in the CAP during this 60 month time period.  It notes that CAP households terminated in the summer of 2016 may not have sufficient funds to restore service until assistance grants become available in the fall/winter seasons.  Also, previous CAP customers who are temporarily ineligible for the program (e.g., due to a temporary increase in income) may become eligible again after October 1, 2016.  PECO should not exclude these customers from InPA Forgiveness.  OCA Reply Comments at 2.  

	PECO explains that enrolling customers into InPA Forgiveness after October 2016 was discussed and rejected during the CAP design settlement process.  Therefore, customers who are not enrolled in CAP in October 2016 will not be eligible for InPA Forgiveness.  PECO Reply Comments at 6-7.  

3. Resolution: Predicated upon the clarification in PECO’s comments and the reply comments of CAUSE-PA, we support allowing InPA Forgiveness customers who cancel service to reenroll in the program after restoration.  PECO is directed to include this provision in its Revised 2016-2018 Plan.  

	Section 1405(c) prohibits the Commission from establishing payment arrangements for customers enrolled in a CAP.  This extends to the payment arrangement established under InPA Forgiveness, which is a new element in PECO’s CAP.  Therefore, we will not direct PECO to make any changes to the InPA Forgiveness eligibility criteria or timeframe.    

b.  Maintaining CAP Payment Arrangements

	In the Tentative Order, the Commission supported PECO’s elimination of in-CAP payment arrangements in the FCO PIP, noting that no other EDC or NGDC CAP engages in this practice.  Tentative Order at 15.

1. Comments: CAUSE-PA and TURN et al. separately oppose the elimination of payment arrangements for CAP customers in arrears.  CAUSE-PA Comments at 19-20 and TURN et al. Comments at 2-7.  CAUSE-PA states that PECO must exempt victims of domestic violence with a PFA or court order from any payment arrangement restrictions, as these customers are fully exempted from the payment arrangement prohibitions in Chapter 14.  CAUSE-PA Comments at 19, citing 66 Pa. C.S. § 1417.   

	TURN et al. notes PECO has reported that 12% of non-heating and 10% of heating current CAP customers will receive unaffordable bills under the PIP FCO.  InPA Forgiveness will make CAP customers responsible for paying a portion of their in-program arrears each month in addition to their monthly CAP payment, increasing unaffordability.  TURN et al. states that In-CAP payment agreements also act as a safety net for CAP customers who experience a personal, financial, or medical emergency.  TURN et al. Comments at 3-5.     

	CAUSE-PA and TURN et al. separately recommend that the Commission refer this matter to OALJ for an evidentiary hearing.  CAUSE-PA Comments at 20 and TURN et al. Comments at 2.

2. Reply Comments: PECO notes that ordering it to continue to provide payment arrangements for CAP customers would be a violation of 66 Pa. C.S. §1405(c).[footnoteRef:15]  The Company asserts that this issue was discussed during the CAP settlement negotiations, but payment agreements were ultimately excluded from the Joint Settlement.  The Company believes the FCO PIP design seeks to mitigate affordability issues raised by automatically recalculating the CAP credit on a quarterly basis and by allowing an immediate credit reset if the customer reports a change in household circumstances (e.g. income/household size changes, usage increases).  PECO Reply Comments at 7-8. [15:   Section 1405(c): “Customer assistance programs.--Customer assistance program rates shall be timely paid and shall not be the subject of payment arrangements negotiated or approved by the commission.”] 


	PECO acknowledges that, even with these credit adjustments, the FCO PIP will not result in affordable bills for all CAP customers.  Nevertheless, it notes that low-income advocates supported the FCO PIP design when the Joint Settlement was submitted to the Commission for approval.  PECO Reply Comments at 8-9.

3. Resolution: As noted above in our discussion of InPA Forgiveness, Chapter 14 prohibits the Commission from establishing payment arrangements for customers enrolled in a CAP.  Therefore, we have no authority to direct the Company to continue offering payment arrangements for in-CAP arrears when the FCO PIP is implemented in October 2016.  Nevertheless, we note that exceptions should be made for victims of domestic violence, pursuant to 66 Pa. C.S. § 1417.  

c.  Medical Certificates

	Customers enrolled in InPA Forgiveness are not eligible for additional Medical Certificates if they have already used three to avoid termination due to in-program arrears.  Proposed 2016-2018 Plan at 10.

1. Comments: CAUSE-PA questions PECO’s proposed policy to deny additional medical certificates for CAP customers enrolled in InPA Forgiveness if they were already issued three to avoid or delay termination of service due to their existing in-program balance.  CAUSE-PA notes the Commission has clarified that customers can renew medical certificates every 30 days indefinitely if they pay their current bill (or budget bill) in full.  If a customer does not pay the current bill in full, only three medical certificates may be accepted for the outstanding balance.  CAUSE-PA Comments at 9, citing Chapter 14 Implementation Final Order, Docket No. M-2014-2448824 (July 9, 2015), at 15.  

	CAUSE-PA contends that CAP customers enrolled in InPA Forgiveness should be given a “fresh start” for medical certificates and allowed to renew each month as long as they pay their monthly bills in full.  CAUSE-PA recommends the Commission direct PECO to (1) allow all CAP customers enrolled in InPA Forgiveness to renew medical certificates every 30 days as long as they stay current on their monthly CAP bills, and (2) update its language on medical certificates “to clarify that customers can get an indefinite number of medical certificates while paying the amount due, and are limited to three only if they do not pay their current charges.”  CAUSE-PA Comments at 10-11.

	TURN et al. states that PECO should grant medical certificate renewals to all customers who pay current charges.  TURN et al. Comments at 12.    

2. Reply Comments: PECO maintains that unless customers “materially” eliminate their arrearage over the course of a medical certificate and two renewals, no further renewals should be given.  Payment of only current bills – without satisfying past arrearages – should not entitle a customer to unlimited number of medical certificate renewals.  PECO notes the Commission has previously deferred concerns raised about the medical certificate renewal process to the Chapter 56 rulemaking.  PECO Reply Comments at 9-10, citing the Chapter 14 Implementation Final Order at 13-15.  

	PECO disagrees with CAUSE-PA that all CAP customers should be eligible for additional medical certificates once enrolled in InPA Forgiveness.  It notes that these customers will begin this program with two-thirds of their current CAP arrears deferred for forgiveness.  PECO contends that the question of additional medical certificates should be addressed in the Chapter 56 rulemaking rather than as part of a single-utility proceeding.  PECO Reply Comments at 11-12.  

1. Resolution:  The Commission has previously clarified that customers who meet the conditions for a medical certificate can lose the protection against service termination provided by the medical certificate process if they do not pay their current bills or budget bills in full by the due date.  Chapter 14 Implementation Final Order at 15.  The medical certificate process allows up to 90 days of relief from termination based on the original certificate and two renewal certificates or “three certificates” for a given balance due.  By the end of the term of the medical certificates, customers are expected to have brought their accounts into current status.  After satisfying the current balance, qualifying customers may again utilize medical certificates to protect against termination of service. 

	We agree with PECO that enrollment into InPA Forgiveness does not automatically make those customers who have already used three medical certificates “current” on their account and, therefore, eligible to utilize additional medical certificates.  Customers enrolled in InPA Forgiveness only become current on their bills by actually paying the full amount of their CAP balance.  

	We are not persuaded, however, that enrollment in InPA Forgiveness precludes access to the medical certificate process for the duration of the 60-month payment arrangement.  PECO should not prohibit customers from utilizing medical certificates if the customers meet their current payment obligations after enrollment in InPA Forgiveness.  This means that customers who meet the medical criteria and who pay their CAP bills in-full and on-time after enrollment into InPA Forgiveness should be permitted to use the medical certificate process to suspend a future service termination.  

	Accordingly, we direct PECO to recognize that enrollment in InPA Forgiveness does not preclude the use of medical certificates if the customer meets their payment obligations and otherwise qualifies for a medical certificate.[footnoteRef:16]  This provision must be spelled out in PECO’s Revised 2016-2018 Plan. [16:  For example, the customer must provide a letter from a licensed physician, physician’s assistant or nurse practitioner certifying that someone living in the home is seriously ill and shutting off the utility service will cause this person harm.] 


d.  Consumer Education

	In the Tentative Order, we noted that many customer complaints to BCS about PECO’s CAP were due to consumer misunderstanding of the existing CAP rate discounts.  The CAP Policy Statement at Section 69.265(6)(vi) Consumer education and referral states 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, there is a need to provide clear consumer education and explain to CAP customers how PECO’s program will change and impact monthly CAP bills.  

1. Comments: PECO explains that, beginning in June 2016, it will educate CAP and “CAP-eligible” customers about the changes to the program through letters, outreach events, news releases, bill inserts, earned media, web-based messaging, brochures, on-hold messaging, and in-home visits for special needs customers.  This CAP education campaign will continue until December 2016.  After that time, ongoing education will continue through outreach events and CAP communications and brochures.  PECO Comments at 4.

	OCA recommends that PECO also educate community based organizations (CBOs) that work with low-income customers on the change to its CAP design.  OCA Comments at 8‑9.

2. Reply Comments: Parties raised no new points regarding this issue in the reply comments received.

3. Resolution: We support the various methods PECO is utilizing to educate its customers about its FCO PIP CAP.  We direct PECO to share its printed outreach materials with all parties to this proceeding within 30 days after approval of this Final Order.  We encourage PECO to keep CBOs in its service territories informed as well.

e.  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.

	In the Tentative Order, we noted that it would be reasonable to require customers who intentionally provide misrepresented or fraudulent income/household information to pay the entire balance of their pre-program arrears because they were not even initially eligible to receive forgiveness.  In other situations, it may not be appropriate to require low-income customers removed from CAP to pay back previously forgiven arrears.  We asked PECO to clarify what circumstances would require a customer to pay for forgiven arrears once removed from CAP for fraud, theft of service, or other misappropriations of service.

1. Comments: PECO acknowledges that eligible CAP customers will not be responsible for repaying earned arrearage forgiveness if they commit theft of service.  PECO will remove these customers from CAP for a year and seek recovery of the value of the stolen service.  If, however, an ineligible customer enrolls in CAP based on fraudulent information, PECO does seek full recovery of the CAP benefits as well as the value of any stolen service.  Because the “possible scenarios [are] intensely fact-specific,” the Company requests that the Commission grant it the latitude of addressing these situations on a case-by-case basis.  Customers who feel they have been “treated unfairly” have recourse through the Commission complaint process.  PECO Comments at 5.

	CAUSE-PA recommends the Commission should require PECO “to develop and publish a clear policy as to what constitutes intentional fraud or intentional misrepresentation, the specific definitions of each, and the mechanisms by which customers can challenge those determinations” and refer this matter to the OALJ.  CAUSE-PA Comments at 17.    

	TURN et al. opposes treating situations where CAP customers unintentionally misrepresent their income or household information as fraud:

These customers should not be penalized for inadvertent errors and omissions contained in information provided to PECO.  PECO’s proposed consequences for misrepresentation are far too harsh for cases of unintentional misrepresentation.  In particular, customers who remain eligible for CAP who are found to have unintentionally misrepresented their information should not be removed from the program or required to repay previously forgiven arrears.  Instead, PECO should provide the customer with notice of the misrepresentation and a reasonable opportunity to correct and update the information that has been provided to PECO.  

TURN et al. Comments at 8. 

	TURN et al. recommends that PECO maintain flexible documentation standards for CAP eligibility.  Customers who are unable to provide traditional documentation of income (e.g. paystubs, award letters) should be allowed to self-attest.  Further documentation should only be required if PECO has reason to suspect fraud.  TURN et al. Comments at 9.  

	OCA questions PECO’s authority to collect “related account collection fees” from residential accounts if they are removed from CAP for fraud.  OCA notes that the Company’s tariff states that it may only charge account collection costs to commercial and industrial accounts.  OCA Comments at 9-10, citing PECO Energy Company, Tariff Electric Pa. P.U.C. No. 5, Original Pages No. 25, 27, Sections 17.4, 18.5.  OCA requests that PECO remove the “related account collection fees” language in the Revised 2016-2018 Plan.  OCA Comments at 11.

2. Reply Comments: CAUSE-PA states that PECO must provide customers notification of allegations of fraud and adequate time to respond before CAP removal.  The notification should explain how the customer might contest any adverse action by working with PECO or the Commission.  CAUSE-PA Reply Comments at 9-10.

	PECO maintains the courts have already defined what constitutes “fraud” in Pennsylvania[footnoteRef:17] and the rights of customers to challenge a utility action are documented in Chapter 56.  There is no need for the Company to restate this information in its 2016-2018 USECP.  PECO Reply Comments at 23-24. [17:   PECO cites TURN et al.’s summary of the Pennsylvania courts’ definition of fraud: 

The common law requirements for an action in fraud in Pennsylvania are: (1) a representation; (2) which is material to the transaction at hand; (3) made falsely, with knowledge of its falsity or recklessness as to whether it is true or false; (4) with the intent of misleading another into relying on it; (5) justifiable reliance on the misrepresentation; and (6) a resulting injury proximately caused by such reliance.  Joyce v. Erie Ins. Exch., 74 A.3d 157 (Pa. Super. 2013); V-Tech Services, Inc. v. Street, 72 A.3d 270 (Pa. Super. 2013); Gnagey Gas & Oil Co., Inc. v. PA UST Indemnification Fund, 82 A.3d 485 (Pa. Cmwlth. Ct. 2013).  TURN et al. Comments at 8, Footnote 20.] 


	PECO agrees with OCA that its tariff does not specify collection of “related account collection fees” in cases of fraud or theft.  Therefore, it will remove this language from its 2016-2018 USECP.  However, PECO may add this language to its tariff at a later time.  PECO Reply Comments at 24.   

3. Resolution: PECO has addressed our initial concern regarding this issue by confirming it will not require CAP-eligible customers to re-pay earned arrearage forgiveness if they are removed from the program for theft of service.  We agree that the Company should handle instances of potential fraud or theft on a case-by-case basis.  However, we encourage the Company to allow eligible CAP customers determined to have unintentionally misrepresented their income or household information an opportunity to correct their information and remain on CAP.  

f.  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.  

1. Comments: PECO provided the following description of the re-enrollment process for customers removed from CAP:

1. Customer request: The customer may re-enroll upon filling out a CAP application and verifying income eligibility.

2. Over income guidelines for CAP:  The customer may re-enroll upon filling out a CAP application and verifying income eligibility.

3. Failure to recertify:  The customer may re-enroll upon completion of the re-certification process.

4. Refusal to submit to a LIURP audit:  The customer may re-enroll after they allow PECO to complete a LIURP audit as well as any associated remediation measures identified during the LIURP audit.  

5. Theft of service or other fraud:  The customer cannot re-enroll for a period of one year.  After that time, the customer may re-enroll upon filling out a CAP application and verifying income eligibility.    

6. Shopping for generation service (after being informed that CAP Shopping has not yet been implemented, and being given the opportunity to remain on CAP without shopping rather than being removed):  The customer cannot re-enroll while taking service from an alternative generation supplier.  Upon leaving the supplier, the customer may re-enroll upon filling out a CAP application and verifying income eligibility.

PECO Comments at 6.

	PECO notes that customers whose service is terminated for non-payment are not removed from CAP if the account has not been “finaled.”  Therefore, these customers may not need to re-enroll in CAP once service is restored.  PECO Comments at 6. 

2. Reply Comments: PECO clarifies that customers are not required to pay past due balances before reenrolling in CAP.  PECO Supplemental Comments at 2.

3. Resolution:  We direct PECO to include these CAP reenrollment requirements in its Revised 2016-2018 Plan.

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

	In the Tentative Order, we asked PECO to explain its reconnection procedure and payment requirements for CAP and CAP-eligible customers.

1. Comments: PECO explained that CAP and CAP-eligible customers can have their service restored if they pay their past due balance or catch up amount.  The Company will also restore customers if they provide a medical certificate or Protection from Abuse (PFA) order.  PECO Comments at 7.

2. Reply Comments: PECO clarifies that customers who have never been in CAP may have their service restored after paying the reconnection fee and enrolling in the program.  Existing CAP customers are required to pay the restoration requirements defined in 52 Pa. Code § 56.191(c)(2).  PECO Supplemental Comments at 2.

3. Resolution: We direct PECO to include these restoration requirements for CAP and CAP eligible customers in its Revised 2016-2018 Plan.

h.  Automatic CAP Enrollment of LIHEAP Recipients

	Under PECO’s current rate discount program, the Company automatically enrolls non-CAP customers who assign their LIHEAP grant to PECO.  These customers are initially enrolled at the highest rate discount “tier” (CAP Rate El).  Once the household verifies actual income with PECO, the Company adjusts the customer’s CAP rate discount, if appropriate.  PECO 2013-2015 Plan at 8.

	In its Proposed 2016-2018 Plan, PECO states it will no longer automatically enroll LIHEAP recipients into CAP because the FCO PIP requires actual income and household size information.  Instead, the Company will mail these customers a CAP application and a letter explaining the benefits of the program.  Proposed 2016-2018 Plan at 7.

1. Comments: CAUSE-PA opposes eliminating the automatic enrollment of customers who receive a LIHEAP grant into CAP when PECO implements its FCO.  Though the Company cannot calculate a customer’s appropriate targeted energy burden level without documented household income, LIHEAP recipients can still receive the CAP benefits of arrearage forgiveness and prioritization for LIURP services.  CAUSE-PA suggests that, after automatically enrolling the LIHEAP recipient into CAP, PECO should send a letter and a CAP application to the household explaining that they may qualify for a discounted monthly bill if they submit the CAP application.  CAUSE-PA Comments at 11.

2. Reply Comments: OCA supports continued automatic enrollment of LIHEAP recipients into CAP, agreeing with CAUSE-PA that these customers may still benefit from arrearage forgiveness and LIURP prioritization until they certify their income with PECO.  OCA Reply Comments at 3. 

	PECO states that, as addressed in the Joint Settlement, LIHEAP recipients will be automatically enrolled in the FCO PIP if household income can be determined from the LIHEAP materials.  Otherwise, CAP outreach will be made.  The Company maintains that automatically enrolling customers without verification of household income is inconsistent with the terms of the Joint Settlement and recommends the Commission reject this proposal.  PECO Reply Comments at 12, citing the Joint Settlement Exhibit A at 2.

3. Resolution: At this time, we are not inclined to consider changing aspects of the PECO’s FCO PIP design that were established in the recently approved Joint Settlement.  Accordingly, we are not directing PECO to make any changes to its proposed FCO PIP CAP enrollment process for LIHEAP recipients.  

i.  Removal From CAP for Failing to Participate in LIURP

	PECO reserves the right to remove customers from CAP if they fail to participate in a LIURP audit or who fail to allow implementation of LIURP remediation measures after an audit.  Proposed 2016-2018 Plan at 10.

1. Comments: PECO explains that customers removed from CAP for failing to participate in LIURP may reenroll in the program when a LIURP audit and all remediation measures are completed.  PECO Comments at 6. 

	CAUSE-PA notes that PECO’s Proposed 2016-2018 Plan does not explain how a customer is informed of CAP removal for refusing to participate in LIURP.  Further, CAUSE-PA is concerned that these customers will be unable to reenroll in CAP until the LIURP contractor performs an energy audit and completes all necessary repairs and measures.  CAUSE-PA wants PECO to reenroll these customers retroactively from the date of removal immediately after they submit to a LIHEAP audit.  CAUSE-PA Comments at 13.  

	TURN et al. reports that out of 2,979 customers who were removed from CAP for failing to participate in LIURP, only 675 have been reinstated.  It questions whether customers are being sufficiently educated about the consequences of LIURP refusal and the actions they need to take to be reinstated into CAP.  TURN et al. Comments at 14.

	TURN et al. recommends that PECO make exceptions from this policy for customers in good standing with their payments.[footnoteRef:18]  TURN et al. also requests that PECO clarify its exemptions to this policy, provide data to demonstrate that customers removed for refusing LIURP are actually high users, and provide more information about how it communicates with customers during this process.  TURN et al. Comments at 14.   [18:  CAUSE-PA supports this proposal.  CAUSE-PA Reply Comments at 11.] 


2. Reply Comments: CAUSE-PA claims that delaying CAP reenrollment until the LIURP measures are installed is a punitive policy:

To require completion of LIURP treatment prior to reenrollment in CAP presumes willful disregard on the part of CAP customers and could cause significant delay in that customer reenrolling in CAP, thereby exacerbating that customer’s financial instability and/or creating additional hardship.

CAUSE-PA Reply Comments at 11.

	PECO explains that it provides multiple communications to customers about participating in a LIURP audit before removing them from CAP.  Since these customers have demonstrated a pattern of noncompliance, it is not reasonable to assume they will continue to cooperate with LIURP if the Company allows them to reenroll in CAP before the necessary remedial measures are completed.  Until all weatherization work is finished, the household’s high usage will continue and costs will be higher for the customer and the non-CAP ratepayers who fund CAP.  PECO Reply Comments at 15-16.  

	PECO opposes CAUSE-PA’s proposal to allow customers removed from CAP for failing to participate in LIURP to receive retroactive CAP benefits for the time spent out of the program once they submit to a LIURP audit.  The Company argues this would create a disincentive to complete the LIURP process timely and may allow the customer to receive a retroactive discount on months or years of high usage.  PECO Reply Comments at 17.

	PECO avers that the low number of customers reinstated into CAP after LIURP refusal, as cited by TURN et al., is more likely due to the household’s unwillingness to cooperate with LIURP than lack of understanding of CAP requirements.  However, PECO is willing to work with the low-income advocates to develop materials regarding LIURP as part of the CAP consumer education collaborative established in the Joint Settlement.  PECO Reply Comments at 17.

	PECO does not support making exceptions from this policy for customers in good standing with payments.  The Company notes that non-CAP ratepayers subsidize the cost of CAP credits and customers with the highest usage will receive more CAP credits.  As a condition for receiving a discounted electric bill, CAP customers have a responsibility to allow PECO to provide free LIURP services and reduce the amount of the household’s overall usage.  PECO Reply Comments at 18.  

3. Resolution:  We agree that it is reasonable for PECO to remove CAP customers from the program if they fail to allow a LIURP audit to be performed on their homes or if they fail to allow remedial measures to be installed absent a valid reason for the refusal.  As integral components of a utility’s USECP, LIURP and CAP work in tandem to keep the CAP payments more affordable for low-income customers and to reduce overall USECP costs to all residential rate payers who cover the costs of such programs.  The LIURP audit determines the scope of the energy efficiency and conservation measures that would be installed in the low-income customer’s residence in order to reduce energy consumption.  The remedial measures increase energy efficiency and assist the customers in conservation efforts.

	Further, if a customer who has been removed from CAP subsequently agrees to a LIURP audit, we agree that it is reasonable for PECO to delay CAP reinstatement until the LIURP remedial measures have been installed in the home.  PECO’s LIURP contractor[footnoteRef:19] “requires that measures be installed within 30 days of the initial audit.”  APPRISE Evaluation at 7.  Baseload jobs have measures such as CFLs, LEDs, or faucet aerators installed at the time of the initial audit.  APPRISE Evaluation at 7.  As a general guideline, customers who submit to a LIURP audit as a condition of re-enrolling in CAP should have the LIURP measures installed within 30 days from the date of completion of the audit.  If the contractor or subcontractor has done its due diligence to try to schedule the installation and the customer has not responded or has repeatedly postponed the appointment, PECO is justified in delaying CAP reinstatement.   [19:   PECO’s LIURP contractor is CMC.  CMC uses various subcontractors to perform the installations. ] 


	We recognize that there may be circumstances, however, where the installation of conservation measures may be delayed through no fault of the customer.  Some situations such as heating jobs may take longer than 30 days after the audit to complete.  In cases where contractor work load or equipment availability causes delays, the customer should not be subject to a further delay in CAP re-enrollment.  

	If the installation takes 30 days or less, PECO should re-enroll the customer in CAP effective as of completion of the installation.  PECO must ensure that if an installation is not completed within 30 days of an audit and the customer has not been responsible for the delay, then the customer must be re-enrolled in CAP as if the installation had been completed within 30 days.  PECO shall reflect these provisions in its Revised 2016-2018 USECP.

j.  Use of Credit Reporting Agency to Verify Household Income

	The Proposed 2016-2018 Plan requires CAP applicants to “[p]rovide PECO permission to verify their income with authorized entities including credit reporting bureaus.”  Plan at 6.  PECO reports that it may use this credit information to determine how customers pay for basic living expenses and identify potential fraud.  Proposed 2016-2018 Plan at 10-11.  

1. Comments: CAUSE-PA and TURN et al. separately oppose PECO’s practice of conducting credit inquiries on CAP customers.  CAUSE-PA Comments at 14-16 and TURN et al. Comments at 9-11.  CAUSE-PA notes that PECO has already implemented this process for some CAP customers.  If the report details expenses that suggest the customer has income of $100,000 or more, PECO sends the household a letter explaining the findings and, if the customer does not dispute the report, the account will be removed from CAP after 20 days.  The household is also informed they may be back-billed for any CAP benefits they have received.  CAUSE-PA Comments at 14-15, Attachment A.  
CAUSE-PA raises the following issues related to this practice:

· Credit reports fail to take into consideration other sources of income the household may be utilizing to make ends meet, such as withdrawals from retirement accounts or loans and gifts from friends, family, or community organizations.  
· The Fair Credit Reporting Act (FCRA) has requirements when adverse action is taken on credit report information.  PECO’s CAP removal letter may not be in compliance.
· Credit inquiries may negatively impact a customer’s credit score.
· Subjecting customers to a credit inquiry as a condition for CAP enrollment is invasive and may not be cost effective.  
· Permission to access credit information should not be a requirement for CAP eligibility.

	CAUSE-PA recommends the Commission direct PECO to immediately stop running credit inquiries on CAP customers and refer this matter to the OALJ for an evidentiary proceeding.  CAUSE-PA Comments at 14-16.

	TURN et al. also questions whether PECO’s use of credit reporting complies with the FCRA.  It notes that PECO does not identify what verification it will require for customers to refute information from these reports.  TURN et al. argues that credit reports often contain errors and this practice may lead to many innocent customers penalized for fraud.  TURN et al. Comments at 11.     

2. Reply Comments: PECO provides the following information as background on its use of credit reporting information to determine potential fraud in CAP:

One of the major credit reporting agencies informed PECO that it could review information on identified individuals and determine a presumptive income level for that customer based upon factors such as the amount the customer is paying in mortgage or rent, the number of loans being regularly paid, etc.  After discussions with the credit reporting agency, PECO concluded that it would like to have identifying information for any CAP customer whose presumptive income level exceeds $100,000 annually.  When such people are identified, PECO sends them a letter asking them to explain how they pay these relatively higher bills if they only have the income that they reported to PECO on their CAP application.  If they provide a reasonable explanation of sources of funds other than income, then no further action is taken.  If, however, they cannot or do not provide such an explanation, PECO removes them from CAP for income ineligibility.  The customer can then file a complaint with the Commission to challenge that determination.

PECO Reply Comments at 19-20.

	PECO notes that, if the customer is paying for these bills from loans or gifts from friends or family, they can report this to the Company and no adverse action will be taken.  However, if the customers cannot explain how they afford their bills, they are removed from CAP.  The Company claims the cost of this credit review is “minimal.”[footnoteRef:20]  PECO Reply Comments at 20-21. [20:   PECO clarifies that it has spent $7,892 on 16,463 credit searches.  Each search costs approximately $0.48.  PECO Supplemental Comments at 4.] 


	PECO obtains written permission from customers at CAP application or recertification to allow PECO to perform this financial review.  However, the Company maintains its credit reporting agency is not conducting a credit inquiry.  Therefore, it does not negatively impact the customer’s credit score, and this situation is not applicable to the FCRA.  PECO Reply Comments at 21-22. Nevertheless, PECO agrees to inform customers that they have FCRA rights “so that if the customer believes this is a FCRA activity and wishes to pursue that avenue they will have information to do so.”  PECO Reply Comments at 22.  

	In response to a request from the Commission for further information about this process, PECO explains that the credit reporting agency running these inquiries is Experian and this process began in April 2015.  PECO also provided a more detailed explanation of the inquiry run on customer bills:

To date, Customer information is obtained via their social security number.  Experian provides a comprehensive measurement of likely total income, by reviewing the customer’s expenses and payment history on various financial obligations including rent, mortgage, auto payments, credit card debt and other loans.  Based on those financial obligations, and the customers’ ability to consistently satisfy those monthly financial obligations over a period of time, the customer is assigned an “Income Insight Score”.  Customers with an “Income Insight Score” greater than $100,000 of annual income are contacted to verify their income by letter.  The customer is provided with an opportunity to respond to the differences in income and if needed, provide additional information that will help PECO determine their continued eligibility for CAP.  Customers are asked to respond to the request within 20 days from the date on the letter.  Customers are also provided with a number to call if they have questions about the letter.  Customers must respond to the letter for PECO to determine their continued eligibility for CAP.

PECO Supplemental Comments at 4.  

3. Resolution: The Commission supports efforts to identify and address instances of fraud and abuse in CAP and other universal service programs.  These ratepayer-funded programs are intended to help low-income customers maintain utility service, obtain more affordable monthly bills, and reduce energy consumption.  Fraudulent use of these programs by ineligible customers increases the costs passed on to non-CAP residential customers and reduces the resources available to help truly low-income households.[footnoteRef:21]  Establishing safeguards to ensure only eligible customers receive universal service program services benefits all residential customers, whether or not they are enrolled in CAP. [21:   For example, LIURP services and MEAF grants provided to ineligible customers may result in an eligible household being denied these benefits.  ] 


	We do not find PECO’s use of a credit reporting agency (i.e., Experian) to screen CAP households for potential fraud unreasonable.  PECO requires customers to consent to have their income information verified when they enroll or recertify for CAP.  This process is similar to the zero income verification procedure used by Duquesne Light and UGI Companies, which requires customers to permit verification of their income with government agencies.[footnoteRef:22]  We are satisfied that customers are given sufficient time (20 days) prior to CAP removal to dispute the information in the Experian report or explain how they meet these monthly expenses and remain income eligible.  This should allow customers who use withdrawals from savings/retirement accounts and/or gifts from friends, family, or community organizations to pay outstanding debts to remain on CAP.  [22:   See Duquesne Light Company’s 2014-2016 USECP at 6-7 and UGI’s 2014-2017 USECP at 20.] 


	However, we disagree with PECO that its use of information gathered by Experian to remove a customer from CAP does not fall under the FCRA.  The information provided by Experian appears to meet the definition of “consumer report” under the FCRA.[footnoteRef:23]  Further, the letter informing the customer they will be removed from CAP and may be back billed for any benefits already received based on this credit information clearly constitutes an adverse action.[footnoteRef:24]  The fact that the customer has the opportunity to challenge or explain this information prior to CAP dismissal does not change the fact that PECO has declared its intent to take action based on this consumer report.  Therefore, PECO must follow FCRA regulations when taking action on a CAP account based on the information in the Experian report.   [23:   Section 1681a(d) of FRCA provides that:  
The term “consumer report” means any written, oral, or other communication of any information by a consumer reporting agency bearing on a consumer’s credit worthiness, credit standing, credit capacity, character, general reputation, personal characteristics, or mode of living which is used or expected to be used or collected in whole or in part for the purpose of serving as a factor in establishing the consumer’s eligibility for….(C) any other purpose authorized under section 1681b of this title.
Section 1681b(a)(3)(F)(ii) provides that “review [of] an account to determine whether the consumer continues to meet the terms of the account” is an authorized purpose..]  [24:   Section 1681a(k)(1)(B)(iv) defines an adverse action, inter alia, as:
[A]n action taken or determination that is— 
(I)  made in connection with an application that was made by, or a transaction that was initiated by, any consumer, or in connection with a review of an account under section 1681b(a)(3)(F)(ii) of this title; and 
(II)  adverse to the interests of the consumer.] 


	Additionally, we note that PECO customers who refuse to provide social security numbers are still eligible for CAP.  PECO currently requests, but does not require, customers to provide social security numbers for each household member.  See PECO 2013-2015 USECP at 13.  The Proposed 2016-2018 Plan also explains that CAP participants are “[r]equested to provide social security numbers for themselves and any member of their household.”  Plan at 6.  Since Experian uses social security numbers to run consumer reports, it appears customers who refuse to provide numbers for household members are not included in this review.  

	Although the Commission does not find this income verification process to be detrimental to PECO’s CAP customers or cost-prohibitive, we acknowledge that using consumer reports to screen for fraud in CAP is new and warrants monitoring.  As PECO expands this credit review process to include all CAP participants, the Company should report annually on:

· Number of credits reports run; 
· Number of letters sent to potentially fraudulent CAP participants; 
· Number of customers removed from the program as a result of this process; 
· The annual cost of this process, including the cost of each “run”; and
· The number of customers whose income cannot be verified for lack of Social Security Numbers.

	Accordingly, we direct PECO to amend its credit review process to meet the requirements of the FCRA regarding adverse action taken based on a consumer report.  The Company must also file and serve annual updates on this process, based information described above for the previous calendar year, at this docket.

k.  Security Deposits for Customers in Bankruptcy

	The Proposed 2016-2018 Plan states that PECO will charge post-bankruptcy accounts a security deposit, regardless of the household’s income level.  Proposed 2016-2018 Plan at 23.  

1. Comments: CAUSE-PA notes that 66 Pa. C.S. § 1404(a.1) prohibits utilities from charging CAP-eligible customers a security deposit.  CAUSE-PA states the Commission must direct PECO to waive security deposits for all customers eligible for CAP, regardless of whether the account was established post-bankruptcy.  CAUSE-PA Comments at 19.  

	TURN et al. recommends the Commission direct PECO to identify its authority to charge a security deposit to “post-bankruptcy” accounts belonging to CAP-eligible customers and provide details on how it will employ this policy.  TURN et al. Comments at 13. 

2. Reply Comments:  PECO asserts that the federal Bankruptcy Code requires customers in bankruptcy proceedings to provide a deposit as a condition for continued utility service:

When a customer files a bankruptcy petition, everything that they owe prior to the filing of the petition – “pre-petition debt” – is set aside and resolved in the bankruptcy proceeding.  Virtually all creditors have the right, at that point in time, to cease doing business with the bankrupt debtor.  That is how they protect themselves from developing any further “post-petition debt.”  Utilities are not given that option – they are required to continue to provide service, even when the customer is in bankruptcy.  The Bankruptcy Code balances that requirement by allowing utilities to obtain deposits or other credit assurances as a condition of providing that service.  If the deposit is not received, then the utility may discontinue service to the customer.  See 11 USC §366.

PECO Reply Comments at 25.

	PECO argues that the security deposit requirement in the federal Bankruptcy Code pre-empts 66 Pa. C.S. §1404(a.1).  PECO Reply Comments at 25-26.  

3. Resolution: We conclude that PECO may require “adequate assurance of payment, in the form of a deposit or other security, for service rendered after” the date of the order for relief, regardless of the household’s income level.  If the only adequate assurance that the PECO will accept is a cash deposit, it may require one.  This comports with the Section 366 of the Bankruptcy Code and with Section 1404(a.) of the Public Utility Code. 

The language of Section 1404(a.1) states that “[n]otwithstanding subsection [1404](a), no public utility may require an applicant that is confirmed to be eligible for a customer assistance program to provide a cash deposit.”  If state law were the only consideration, PECO could not implement its proposal.  In this matter, we are however, constrained by federal bankruptcy provisions.  

Federal bankruptcy courts outside the Third Circuit, by reason of the Supremacy Clause of the United States Constitution, have held that the Bankruptcy Code preempts the rules of a state utility commission with regard to security deposits.  In re Stagecoach Enterprises, Inc., 1 B.R. 732, 735 (Bankr. M.D. Fla. 1979).  Additionally, if a utility so requests, a customer may be required to provide a security deposit to the utility within 20 days to ensure the continuation of service “regardless of otherwise applicable regulation or state law.”  In re Northwest Recreational Activities, Inc., 8 B.R. 7, 9 (Bankr. N.D. Ga. 1980).  We have previously noted that the “Bankruptcy Courts have deferred to state laws and regulations in other types of terminations, but there is no clear deference to state regulations with regard to terminations for failure to pay the adequate assurance deposit.”  Smith v. Equitable Gas Co., Docket No. Z-00275757, 1996 Pa. PUC LEXIS 192 at 12.[footnoteRef:25]   [25:   We recognize that this case predates Chapter 14,] 


[bookmark: _GoBack]We note, however, that the Third Circuit Court of Appeals found that Congress did not intend for Section 366(b) to render all state procedural protections for utility customers inoperative, specifically with regard to state termination procedures including notice prior to termination, the ban against weekend and holiday termination, tenant protection for landlord defaults, and protections for customers with medical disabilities.  Begley v. Phila Elec. Co., 760 F.2d 46, 51 (3d Cir. 1985).  This does not definitively address whether Pennsylvania’s Section 1404(a.1) protection against cash deposits for customers that are confirmed eligible for CAP survives a Section 366(b) preemption. 

In addition, the Third Circuit Bankruptcy Court held that the language of Section 366(b) provides that a utility “may” terminate service for failure to provide adequate assurance but is not required to do so.  Weisel v. Dominion Peoples Gas Co., 428 B.R. 185, 187 (Bankr. W.D. Pa. 2010).  Weisel does not squarely address the intersection of Section 366(b) and Subsection 1404(a.1).

Section § 366(b) specifically requires a utility to restore service after a customer files a petition for bankruptcy and before the customer provides security deposit or other assurance if the customer so requests within 20 days.  In re Whittaker, 882 F.2d 791, 793 (3d. Cir. 1989).  

When we balance the lack of clearly on-point provisions in the Third Circuit and the decisions of other state bankruptcy courts, we are persuaded that PECO may request adequate assurance consistent with Section 366(b).

PECO should educate CAP-eligible customers with post-bankruptcy accounts regarding the availability of temporary service without adequate assurance.  We also note that, should PECO continue to provide service after 20 days without receiving a security deposit, it relinquishes the right to discontinue service on the basis of Section 366(b).  Weisel, 428 B.R.at 188.  

l.  CAP Outreach  

	Further to the discussion above regarding PECO eliminating automatic enrollment in CAP based on a LIHEAP grant, the Proposed 2016-2018 Plan states PECO will send a CAP application and a letter explaining program benefits to non-CAP customers that receive a LIHEAP grant.

1. Comments: OCA recommends that PECO also provide CAP applications and information to households who received LIHEAP grants in prior years.  Further OCA suggests that PECO expand its outreach education plan to address:

(1) how to maintain the customers who were previously automatically enrolled in the CAP program but will now need to take a specific action in order to continue to be enrolled in CAP; and (2) how to potentially maintain CAP customers who would benefit from the arrearage forgiveness component of CAP or the LIURP prioritization.


OCA Comments at 8.

2. Reply Comments: PECO agrees with OCA and will expand its CAP outreach efforts to include contacting prior LIHEAP recipients and making them aware of the benefits of CAP.  Further, PECO will educate CAP customers on the benefits of remaining in the program even if they do not qualify for CAP credits.  PECO Reply Comments at 13.

3. Resolution: We support the additional CAP outreach measures suggested by OCA and adopted by PECO.  We direct PECO to include these new outreach initiatives in its Revised 2016-2018 Plan.

m.  Auto-Recertification for LIHEAP Recipients

	As noted above, PECO is proposing to allow households that receive LIHEAP grants annually to recertify for CAP once every 6 years.  All other CAP customers must recertify every two years.  This recertification policy was not questioned by the Commission in the Tentative Order and was not addressed by stakeholders in the comments and reply comments. 

Resolution:  The Commission has never approved a CAP recertification interval of less than once every 3 years.  Upon further consideration of PECO’s Proposed 2016-2018 USECP, we have concerns about PECO’s proposal to recertify LIHEAP recipients for CAP only once every 6 years.  Section 69.265(6)(viii) of Commission regulations instructs utilities to reestablish a participant’s eligibility for CAP benefits annually.  However, recertification of income and household information for CAP participants establishes more than program eligibility.  It also verifies that the household’s CAP payment is based on the correct FPIG level.  For participants in PECO’s FCO PIP CAP, the recertification process allows the Company to determine whether the household needs more or less CAP credits during the year to maintain affordable monthly bills.

	We note that PECO requires its CAP participants to report changes in household income immediately.  Proposed 2016-2018 Plan at 6.  However, income and household sizes can fluctuate over time.  A household may not always report gradual changes in income or the loss or addition of a household member; which may entitle them to more or less CAP credits. 

	The Commission has previously approved CAP recertification timeframes exceeding one year.  In situations where the LIHEAP and CAP income guidelines are the same, we have allowed utilities to temporarily waive recertification requirements for these households.  Columbia Gas[footnoteRef:26], Duquesne Light[footnoteRef:27], National Fuel Gas[footnoteRef:28], Philadelphia Gas Works[footnoteRef:29], Peoples Natural Gas companies[footnoteRef:30] recertify LIHEAP recipients for CAP every 2 years.  PPL Electric[footnoteRef:31] and the UGI companies[footnoteRef:32] recertify LIHEAP recipients every 3 years.  The First Energy Companies,[footnoteRef:33] which administer FCO PIP CAPs, require all of their customers to recertify for CAP annually; no waiver is given for LIHEAP recipients.   [26:   See Columbia Gas’ 2015-2018 USECP, Docket No. M-2014-2424462, at 23.]  [27:   See Duquesne Light’s 2014-2016 USECP, Docket No. M-2013-2350946, at 7.]  [28:   See National Fuel Gas’ 2014-2016 USECP, Docket No. M-2013-2366232, at 18.]  [29:   See Philadelphia Gas Works 2014-2016 USECP, Docket No. M-2013-2366301, at 12.]  [30:   Includes Peoples Natural Gas and Peoples Equitable Gas.  See Peoples Natural Gas 2015-2018 USECP, Docket No. M-2014-2432515, at 12.]  [31:   See PPL Electric Company’s 2014-2016 USECP, Docket No. M-2013-2367021, at 14.]  [32:   Includes UGI Utilities, Inc.- Gas Division, UGI Penn Natural Gas, Inc., UGI Central Penn Gas, Inc., and UGI Utilities, Inc.-Electric Division.  See UGI Companies’ 2014-2017 USECP at 19.]  [33:   See Metropolitan Edison Company (Docket No. M-2014-2407729), Pennsylvania Electric Company (Docket No. M-2014-2407730), Pennsylvania Power Company (Docket No. M-2014-2407731), and West Penn Power’s (Docket No. M-2014-2407728) 2015-2018 USECPs at 14.] 


Accordingly, we direct PECO to recertify the household and income information of CAP customers who annually receive LIHEAP grants at least once every 3 years and identify this amended recertification process in its Revised 2016-2018 Plan.

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:34] 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 did request in the Tentative Order some further clarification. [34:   Joint Settlement at 12 relative to PECO’s 2013-2015 USECP at 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.”


	As noted in the Tentative Order, at least one aspect of the proposed de facto heating pilot program appeared 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.  

	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).  In the Tentative Order, we requested that PECO 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.  

	Since the proposed program is essentially a three-year LIURP pilot, we indicated in the Tentative Order that we would consider allowing a temporary partial waiver of Section 58.11(a), applying to those measures deemed necessary for the mitigation of de facto heating.  

1. Comments: PECO explains that its LIURP and the de facto heating pilot have different budget years,[footnoteRef:35] so it reported their budget amounts separately in its Proposed 2016-2018 Plan.  At this time, the de facto heating pilot is still in the planning stages and the Company cannot estimate the amount of funding which will be allocated in 2017 and 2018, the number of jobs it will complete, or whether those jobs will include electric or gas measures.  PECO Comments at 8. [35:  “PECO’s LIURP budget year is for the calendar year (Jan/Dec).  The de facto heating pilot budget begins in October 2017, and the first budget year for that program is thus not a calendar year (Oct 2017 – Sept 2018).”  PECO Comments at 8.] 


	PECO reports it scheduled the de facto heating pilot to begin in October 2017 to allow time to implement its FCO PIP and then coordinate the de facto heating activities based on how the new CAP develops.  Therefore, PECO cannot currently provide the additional details requested by the PUC concerning its de facto heating pilot.  PECO Comments at 8-9.

	CAUSE-PA agrees that PECO should update its LIURP budget to reflect the $700,000 for the de facto heating pilot.  CAUSE-PA Comments at 17.  OCA recommends that PECO should also track and report on the amount of CAP credits saved through the de facto heating program.  OCA Comments at 9.  

2. Reply Comments: CAUSE-PA agrees that PECO’s focus should be on the FCO PIP transition and the de facto heating pilot and additional funds for LIURP can be addressed later.  However, CAUSE-PA recommends the Commission require PECO to file an amendment or addendum to its 2016-2018 Plan – no later than the first quarter of 2017 – that explains how the pilot will be implemented and the additional LIURP funds that will be spent.  This supplemental filing should be subject to review by the Commission and interested parties.  CAUSE-PA Reply Comments at 11-12.

	PECO sees merit in tracking and reporting estimated amount of CAP credits saved through the de facto heating pilot.  The Company will include and explore this proposal in its de facto collaboration.  PECO Reply Comments at 15.

3. Resolution:  The de facto heating pilot has been approved, but the details of the pilot are still in the planning stage.  The pilot is scheduled to begin in October of 2017.  We direct PECO to file an addendum to the 2016-2018 USECP no later than April 30, 2017, that provides a description of finalized implementation details which includes the estimated number of jobs and yearly budget allocations.  This date corresponds with required annual LIURP reporting, so it is appropriate that PECO should provide details of this LIURP pilot at that time.  It will still allow time for the parties to review the filing and provide comments before the October 2017 start.

b.  Health & Safety Allowance

	PECO explained 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.  In the Tentative Order, PECO was asked to 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 and identify any specific health and safety spending guidelines or minor repair allowance limits.  

1. Comments: PECO clarifies that its threshold for determining whether to treat or disqualify/defer a household for LIURP is two-fold.  First, a LIURP audit may be performed as long as the conditions in the house allow for the initial visit to be safely conducted (i.e., the building is structurally sound and without dangerous environmental issues such as flooding and major sewage leaks).  The Company will refer major safety issues to agencies or non-LIURP programs.  If these agencies address the existing major health and safety issue, PECO will provide LIURP treatments.  PECO Comments at 10.

	Second, the installation of LIURP measures will be limited by the following: 
· Roof leaks, 
· Greater than six square feet of mold-like substances, 
· Structural issues that make work on the residence unsafe or which will render the LIURP measure ineffective, 
· Significant indoor air quality issues, gross moisture infiltration, and 
· The existence of major incomplete renovations.  

PECO Comments at 10.  

	PECO acknowledges that the Company does install a limited number of health and safety measures such as smoke detectors and CO alarms but states that “routine health and safety measures do not have a separate allowance limit.”  PECO Comments at 10.  

2. Reply Comments:  Parties raised no new points regarding this issue in the reply comments received.

3. Resolution:  We are satisfied with the explanation from PECO regarding the thresholds for disqualifying/deferring a home from LIURP eligibility.  The safety of the persons performing LIURP audits or rendering LIURP services is paramount.  Further, PECO does not ignore these situations but rather refers major safety issues to those agencies that address such issues.

	We remain concerned, however, that routine health and safety measures do not have a separate allowance limit or threshold.  The Commission has previously noted that while many homes require substantial rehabilitation and repair work beyond the scope of LIURP, there are numerous homes that could benefit from minor repairs or renovations that enable the installed weatherization measures to function as intended.[footnoteRef:36]  A customer ultimately benefits from the additional energy savings and comfort provided by having those measures installed.  [36:   PPL 2014-2016 USECP. Docket No.  M-2013-2367021, at 41-42.] 


	We strongly suggest that PECO develop a health and safety guideline or allowance threshold to give contractors some flexibility when encountering issues that could be easily remedied with a small investment.  Conversely, we do not want the cost of those health and safety measures to adversely affect per job program costs.  LIURP reporting has always had a separate category for ancillary or incidental repairs — i.e., those repairs necessary for the proper function of an installed measure.  Starting with the reporting for the 2015 Program Year, due by April 30th 2017, PECO is directed to report health and safety measure costs as a separate category and line item, as outlined in the Table 1 and Table 2 reporting forms[footnoteRef:37] and defined in the LIURP Codebook.  By tracking these costs as a separate category, they can be treated in the same manner as administrative costs and removed from the overall job cost and savings calculations, but the costs can still be tracked and monitored. [37:  Table 1 and Table 2 are the reporting forms that the Companies complete and submit to BCS by April 30th to satisfy the LIURP reporting regulations at § 54.75 and § 62.5. ] 


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.

	We shall divide our discussion of our concerns regarding this aspect of the Proposed 2016-2018 Plan into three topics.

	c.i.  Contractor certifications: In the Tentative Order, we asked PECO to clarify if it is requiring every contractor and subcontractor performing LIURP work to have all of the certifications listed and to provide more details regarding the requirements for their LIURP contractors and subcontractors. 

1. Comments: PECO notes that the Proposed 2016-2018 Plan states that contractors are required to have certifications necessary for their particular craft and hold professional licenses.  PECO Comments at 11, citing Proposed 2016-2018 Plan at 14.  PECO confirms that its LIURP auditors, field supervisors, inspectors, HVAC subcontractors, and electricians are certified in their fields.  PECO Comments at 11.  

2. Reply Comments:  Parties raised no new points regarding this issue in the reply comments received.

3. Resolution: We are satisfied with the clarifications and representations that PECO made in its Comments regarding the contractor and subcontractor certification requirements.  

	c.2.  Quality Control Protocols:  In the Tentative Order, we expressed concern about PECO 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.  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, we requested clarification on PECO’s practice of inspecting 100% of LIURP heating jobs and incomplete and miscoded LIURP data sent to BCS and the Commission’s LIURP evaluator.[footnoteRef:38]. [38:   The Pennsylvania State University, as the Commission’s LIURP evaluator on a state-wide basis, currently provides database management, analysis, and reporting for the implementation and evaluation of LIURP.  ] 


1. Comments: PECO states that its use of a single contractor benefits its LIURP:

In PECO’s experience, the use of a single contractor to handle LIURP matters from start to finish has proven to be administratively effective and a key to managing the program’s administrative cost.  PECO also believes that the use of a single contractor has increased work coordination and implementation, customer satisfaction, and quality of work.  PECO is not aware of any reason to believe that fragmentation of this work among various contractors would increase program efficiency.

PECO Comments at 12.

	In addition to the internal quality control reviews conducted by its contractor, PECO conducts an external assessment of its LIURP annually.  The Company has also commissioned two external audits of its LIURP contractor, one by APPRISE and one by Pure Energy.  PECO Comments at 12.

	PECO agrees with the Commission that inspecting all of its LIURP heating jobs is unnecessary and proposes to work with BCS to find an appropriate target inspection rate.  PECO Comments at 12. 

	PECO disputes that it has provided incomplete or miscoded data to BCS or PSU but agrees to meet with BCS to address these concerns.  PECO Comments at 13. 

2. Reply Comments: CAUSE-PA supports PECO’s use of one LIURP vendor “if using only one is administratively efficient and does not decrease the program’s effectiveness.”  CAUSE-PA Reply Comments at 12.

3. Resolution: PECO has agreed to adjust the inspection rate on heating jobs from a rate of 100% to a lower rate to be determined in consultation with BCS.  This should consequently assist in lowering overall program inspection costs.  PECO has also hired Pure Energy to conduct third-party quality control inspections in 2016.[footnoteRef:39]  This independent oversight should increase confidence in the PECO’s quality control measures.  PECO has additionally agreed to work with BCS and the Commission’s LIURP evaluator to resolve and reduce errors in the reporting data and to continue to improve overall communication. These steps should contribute to program improvement, but we still have concerns about PECO’s LIURP program and its contractor’s performance as addressed below.  [39:  Pure Energy was engaged to perform this function in 2016.  APRRISE Evaluation at 9.] 


	c.3.  Decline in LIURP Savings in All Job Categories since 2011:  

	In the Tentative Order, the Commission expressed concern with the decreasing savings from PECO’s LIURP program since 2011, particularly in regards to gas heating jobs.  Tentative Order at 22.  No parties commented on this issue.   

	In its most recent, independent, six-year LIURP evaluation, APPRISE cites several key findings and recommendations which seem to indicate potential deficiencies in PECO’s LIURP.  Of primary concern to the Commission are the decreasing savings results, particularly for gas heating jobs.  

	The APPRISE Evaluation calculated PECO’s average savings from gas heating jobs from 2011-2014 as 5.9%.[footnoteRef:40]  Based on data that PECO submitted for annual LIURP reporting, PSU calculated PECO’s average savings for gas heating jobs for this period as 5.5%.[footnoteRef:41]   PSU also calculated the NGDC industry average savings for gas heating jobs from 2011-2014, at 16.6%.  Regardless of whether one looks at the PSU or the APPRISE calculation, PECO’s reported gas heating job savings is well below the NGDC industry average.  Looking only at data from 2012-2014, PSU calculated PECO’s average savings from gas heating jobs even lower at only 4.1%.[footnoteRef:42]  The APPRISE Evaluation calculates PECO’s savings from 2012-2014 at 5.5%[footnoteRef:43]. Similar, decreasing trends were reported for PECO’s electric heating jobs, although the savings is more in line with the EDC industry average.  [40:   APPRISE Evaluation at 32.]  [41:   PSU analyses the annual LIURP reporting data for each utility and provides output reports to BCS.]  [42:   PSU calculations derived from annual PECO LIURP reporting data, as required by § 62.5.]  [43:  APPRISE Evaluation at 32. ] 


	The APPRISE Evaluation at page 52 stated that:
APPRISE completed a technical evaluation of PECO’s LIURP program in 2014 that included on-site observation of service delivery and inspections of completed jobs.  The research found that refining current procedures and improved implementation with additional contractor training could have significant positive impacts on the energy savings achieved by LIURP.  Key aspects of service delivery that could be improved to increase energy savings include use of the blower door with pressure pan testing and zonal pressure testing, air sealing, duct sealing, and refrigerator replacement. PECO should continue to observe and inspect LIURP jobs to ensure that higher standards for service delivery are met.

	When PSU reviewed the average job costs for gas heating jobs from 2011-2014, the NGDCs’ averaged $4,039 per job,[footnoteRef:44] while PECO averaged $1,930 per job.  APPRISE calculated a gas heating job cost of $1,608 for PECO from 2011-2014.[footnoteRef:45]  PSU calculated similar gas heating job costs for PECO from 2011-2014 of $1,612.[footnoteRef:46]  The APPRISE Evaluation at 52 further stated that: [44:   Based on annual LIURP data reported to PSU by all NGDCs, as required by § 62.5.]  [45:   APPRISE Evaluation at 32.]  [46:   Based on LIURP data reported to PSU by PECO to satisfy § 62.5.] 


Installation of major measures was lower for electric heating and gas heating jobs than it has been in 2011 and 2012.  Only 31 percent of electric heating jobs received insulation, compared to 37 percent in 2012 and 39 percent in 2011.  Only 35 percent of gas heating jobs received insulation, compared to 46 percent in 2012 and 54 percent in 2011, and only 61 percent received air sealing, compared to 74 percent in 2012 and 76 percent in 2011.  PECO should ensure that CMC is pursing all cost-effective energy-saving opportunities.

	The APPRISE Evaluation at page 19 further stated that “[m]ore research should be done to determine why these installation rates are decreasing, as they can lead to lower program savings.” 

Resolution: The Commission finds that the calculations and observations expressed by APPRISE echo the concerns raised in our own evaluations of PECO’s LIURP program.  Therefore, we direct PECO to meet with Commission staff within 60 days of the filing of its Revised 2016-2018 USECP to discuss the overall state of its LIURP program and to develop a plan of corrective action to address the concerns raised in the APPRISE Evaluation and this Order.  BCS shall take the lead on this initiative.  Thereafter, BCS is directed to provide a recommendation to the Commission within 30 days of the meeting regarding further action on this aspect.

d.  Additional Settlement Item Regarding Budget

	Under the terms of the Joint Settlement,[footnoteRef:47] beginning October 2017 and continuing for a period of three years, PECO will commit: [47:   Joint Settlement, Section C. (1), at 10, relative to PECO’s 2013-2014 USECP at Docket M‑2012-2290911.] 


$1 million 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.


	In the Tentative Order, we asked PECO 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.  

1. Comments: PECO states that it has not determined whether the additional $1 million for 2017 and 2018 will be used for traditional LIURP services or its de facto heating pilot.  If there is a demonstrated demand for the pilot program, the Company will use the entire supplementary LIURP funding for de facto heating services.  PECO proposes to amend the language in the LIURP budget section to reflect that the $1 million in the Joint Settlement will be used for either LIURP or the de facto heating pilot, beginning in October 2017.  PECO Comments at 14-15.  

2. Reply Comments: CAUSE-PA agrees that PECO should wait before adjusting budgets to see if the money might be better spent in de facto heating jobs.  CAUSE-PA Reply Comments at 11-12.

3. Resolution: We accept that PECO has not made a determination with regard to whether or not the $1 million will be used for traditional LIURP services, or if it will be incorporated into the de facto heating pilot, anticipated to begin in October 2017.  To the extent that the $1 million will be used for traditional LIURP services, we direct PECO to include the portion of funds and estimated jobs to be performed in 2017 in the LIURP budget figures reported as part of the required LIURP annual Spending and Production data provided to the Commission by March 01, 2017.  If PECO has determined that the funds will be incorporated into the de facto heating pilot, PECO is directed to include this information with the de facto heating pilot addendum to the 2016-2018 USECP, due to the Commission by April 30, 2017.  Both scenarios provide ample time for all parties to review the information and comment, prior to October 2017.   

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.  In the Tentative Order, we asserted 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:48].   [48:   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.  ] 


	The Commission asked PECO 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.  

1. Comments: PECO explains that its LIURP enrollment estimates are not solely based on historical data.  The type and cost of anticipated LIURP jobs are also considered.  Based on its expectations for 2016-2018, the Company projects that the cost of the LIURP jobs will increase.  Therefore, the number of LIURP jobs completed will be lower than historical averages.  PECO notes that its estimate of 9,000 LIURP jobs annually is more consistent with its 2015 LIURP jobs projections.  PECO Comments at 16, citing the 2014 Universal Service Programs & Collections Performance Report at 39.

2. Reply Comments: CAUSE-PA is not opposed to a decrease in the number of LIURP jobs if the increase in costs per job is due to the Company providing more comprehensive measures in a smaller number of units.  However, if the increase in LIURP costs is due to inflation, CAUSE-PA asserts that PECO should increase its LIURP budget accordingly.  CAUSE-PA recommends the Commission refer this matter to the OALJ for an evidentiary hearing.  CAUSE-PA Reply Comments at 13.

	PECO provides the following estimates for each LIURP job type from 2016 through 2018:

Table 6
Projected LIURP Jobs
	Job Type
	2016 Number of Jobs
	2017 Number of Jobs
	2018 Number of Jobs

	Baseload
	7,649
	7,500
	7,400

	Electric Heat
	1,148
	1,100
	1,000

	Subtotal Electric
	8,797
	8,600
	8,400

	 
	
	
	

	Gas Heat
	1,175
	1,100
	1,100

	 
	
	
	

	Total Jobs
	9,972
	9,700
	9,500




PECO Supplemental Comments at 4.

3. Resolution:  The Commission is satisfied with the LIURP projected jobs estimate presented in Table 6.  To the extent that the 2017 and/or the 2018 figures change with the incorporation of either the $1 million dollars or the de facto heating pilot, PECO is directed to submit the changes consistent with the direction provided in the previous sections of this Order. 

3. Hardship Fund 

PECO’s Matching Energy Assistance Fund (MEAF) is its 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.  

We find that PECO’s MEAF program design complies with Commission regulations; therefore we require no changes regarding this aspect of the program in PECO’s Revised 2016-2018 Plan at this time.  Concerns regarding the MEAF budget are addressed below. 

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.  

	Consistent with the Tentative Order, we find that PECO’s CARES programs continue to comply with Commission regulations.  See 52 Pa. Code § 54.74(b)(1) and § 62.4(b)(1).  No changes are required regarding this program in PECO’s Revised 2016-2018 Plan.

C. Eligibility Criteria

The four components of PECO’s Plan have slightly different eligibility criteria as demonstrated in Table 7 below.

	
Table 7
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.



	Consistent with the Tentative Order, we find that the eligibility requirements of PECO’s universal service programs continue to comply with the Commission’s CAP Policy Statement and 52 Pa. Code §§ 54.71-54.78.  No changes are required regarding this aspect of PECO’s Revised 2016-2018 Plan.

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%.

	In its Comments to the Tentative Order, PECO agreed to revise the needs assessment to reflect the current census numbers for York County in its Revised 2016-2018 Plan.  PECO Comments at 17.  We direct PECO to make those revisions.

E.  Projected Enrollment Levels

Table 8 shows the projected enrollment levels for CAP, LIURP, MEAF, and CARES.

Table 8
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. 

	Although not a limit on CAP enrollment, it appears the projected CAP and LIURP enrollment levels are reasonable.  No changes are required regarding this issue in PECO’s Revised 2016-2018 Plan. 

F. Program Budgets

Table 9 below shows the proposed budget levels for each universal service component from 2016 through 2018.  

	Table 9
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.  In the Tentative Order, we asked PECO to explain the projected changes in its 2016-2018 CAP credit costs.

1. Comments: PECO anticipates that CAP credit costs will decrease in 2017 due to lower costs associated with operating an FCO PIP.  However, the Company estimates that electricity generation prices may increase by 5% in 2018, resulting in higher CAP credit costs.  If electric generation prices do not increase, PECO states that 2018 CAP costs should remain consistent with the amount budgeted for 2017.  PECO Comments at 18.

2. Reply Comments: Parties raised no new points regarding this issue in the reply comments received.

3. Resolution: PECO is directed to include this budget clarification in its Revised 2016-2018 Plan.  

b.  PECO’s Hardship Fund (MEAF)

	In the Tentative Order, we questioned why PECO spends over $400,000 annually to administer a Hardship Fund program that distributes a maximum of $500,000 in grants per year.  We requested a cost and usage breakdown of PECO’s estimated MEAF budget. 

1. Comments: PECO explains that it will pay approximately $488,000 in 2016 to community based organizations (CBOs) and a credit service company to administer its Hardship Fund program.  It also incurs internal MEAF administrative costs of approximately $175,000 annually.  PECO Comments at 19-20.

2. Reply Comments: In response to a request for additional information regarding the MEAF budget, PECO provided a detailed summary of program costs.  The projected MEAF budgets consist of administrative costs, payroll taxes, billing charges, and $250,000 in contributions.  PECO Supplemental Comments at 2-3.

3. Resolution: We continue to have concerns about the high administrative costs for PECO’s MEAF program.  Table 10 shows the projected administrative costs for MEAF through 2018.

Table 10
Projected MEAF Administrative Costs  
	Organization
	2016
	2017
	2018

	PECO
	$178,638
	$179,837
	$183,247

	Bucks County Opportunity
	$10,384
	$15,260
	$15,717

	Community Action Agency
	$10,284
	$15,154
	$15,608

	Montgomery County Community
	$12,297
	$18,351
	$18,901

	Torres Credit Services, Inc.
	$191,795
	$197,549
	$203,475

	Utility Emergency Services Fund
	$261,475
	$277,398
	$285,720

	York County
	$1,323
	$1,369
	$1,410

	Total
	$666,196
	$704,918
	$724,078



Source: PECO Supplemental Comments at 3.

	With contributions and matching funds, $500,000 in MEAF grants may be available to customers whose service is off or who are in termination status.  The total amount of MEAF grants issued is historically less than this amount.  In 2013 and 2014, PECO disbursed a total of $421,286 and $376,395 in MEAF grants, respectively.  2014 Report on Universal Service Programs & Collections Performance at 51-52.  While the amount of total MEAF grants issued will likely remain below $500,000 annually, the cost of administering this program is projected to exceed $700,000 by 2017.  

	Sections 54.73(4) and § 62.3(4) of Commission regulations direct the Commission to establish whether universal service programs are operated in a cost effective and efficient manner.  We are not rejecting PECO’s MEAF budgets at this time[footnoteRef:49] because PECO’s MEAF administrative costs are recovered through its base rates.  We may seek additional details about PECO’s MEAF administrative expenditures in our review of the Company’s next base rate proceeding.  We also recommend that this matter be addressed by stakeholders in PECO’s next base rate proceeding.   [49:   We note that PECO’s projected 2016-2018 MEAF budgets are significantly less than the $1.3 million annual budgets approved in its 2013-2015 USECP.  See PECO’s Second Amended 2013-2015 USECP at 33.] 


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 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:50]  Proposed 2016-2018 Plan at 25.  In the Tentative Order, we asked PECO to identify whether it recovers these costs through base rates, universal service charges, or other means.   [50:   We also note that PECO listed outreach costs separately in its 2013-2015 USECP universal service budget.] 


	In its Comments, PECO clarifies that it recovers its universal service outreach costs through base rates.  PECO Comments at 21.

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.

	Accordingly, we 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.  In the Tentative Order, we asked PECO to provide additional information about its universal service organizational structure.  

1. Comments: PECO notes that stakeholders often treat triennial USECPs as prescriptive tariff documents that do not permit program changes during the entire three year period of each Plan.  Further, the Company questions the Commission’s need for universal service staffing level information:

It is PECO’s understanding that the Commission has neither the authority nor the intention to direct specific levels of staffing or organizational structure at a utility, and therefore PECO removed the organization chart in order to avoid a conflict over that issue and to preserve its right to make changes to its organizational structure and staffing.

PECO Comments at 22.

	Having noted these concerns, PECO provided an organizational chart that shows it currently has ten full time universal service employees:

· 1 Universal Service Manager
· 3 Senior Business Analysts 
· 2 Business Analysts
· 1 Senior Supervisor for CAP and CARES
· 3 CARES Specialists

PECO Comments at 22-23

	PECO notes it also uses outsourced vendors for many of its universal service programs:

Specifically, PECO has a LIURP vendor that serves as a LIURP call center, schedules LIURP appointments, and provides follow-up administrative services for customers post LIURP audit.  PECO also has a LIHEAP / MEAF vendor that provides call center capabilities as well as general program support.  And finally, PECO has a CAP Call Center that provides call center support as well as back office support via enrolling customers in CAP.

PECO Comments at 22.

2. Reply Comments: Parties raised no new points regarding this issue in the reply comments received.

3. Resolution: Sections 54.74(7) and § 62.4(7) of Commission regulations require utilities to provide information on the organizational structure of staff responsible for universal service programs in their triennial USECPs.  As noted earlier, the Commission is responsible for determining whether universal service programs are operated in a cost effective and efficient manner.  PECO is correct that we do not require utilities to maintain a specific staffing level for a universal service programs.  However, we do review staffing levels and other universal service information[footnoteRef:51] during the USECP approval process to determine, inter alia, whether the utility administers these programs efficiently.  If the USECP review process suggests low-income customers are experiencing difficulty in accessing these programs due, in part, to utility or CBO staffing levels, we have directed the utility to address these concerns.[footnoteRef:52]  While USECP staff information does not constitute a “prescriptive tariff document,” utilities notify BCS of any significant mid-plan changes at which time a determination is made whether the change is so significant as to require amendment of an existing USECP. [51:   As part of the USECP review process, we examine complaints from utility CAP customers received by BCS during the past calendar year.  These complaints sometimes reveal staffing deficiencies in universal service programs.]  [52:   For example, the Commission addressed a lack of telephone coverage at Duquesne CAP agencies in the company’s 2014-2016 USECP proceeding.  See Duquesne Light Company 2014-2016 Final Order, Docket Number (M-2013-2350946), at 20-23.] 


	Based on our review of PECO’s universal service programs and the staffing level information provided in its Comments, we find the Company’s current universal service staffing levels to be acceptable.  We direct PECO to include the information about its universal service organizational structure in its Revised 2016-2018 Plan.  

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 partially complies with the LIURP regulations at 52 Pa. Code §§ 58.1-58.18.  Finally, the Commission’s 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.  Consistent with the discussion above, we shall direct the PECO to amend and file a Revised USECP for 2016-2018 and to perform the following:

1. Clarify in the Revised 2016-2018 Plan that customers in InPA Forgiveness that cancel service can reenroll in the program upon service restoration.

2. Clarify in the Revised 2016-2018 Plan that enrollment in InPA Forgiveness does not preclude the use of medical certificates if the customer meets their payment obligations and otherwise qualifies for a medical certificate.

3. Share its printed outreach materials regarding the FCO PIP CAP with all parties to this proceeding within 30 days after approval of this Final Order.

4. Clarify in the Revised 2016-2018 Plan the reenrollment requirements for CAP.

5. Clarify in the Revised 2016-2018 Plan the restoration requirements for CAP and CAP eligible customers.

6. Clarify in the Revised 2016-2018 Plan that customers removed from CAP for failing to participate in LIURP will be reenrolled within 30 days after completing the LIURP audit.

7. Amend its credit review process to meet the requirements of the FCRA and identify these changes in its Revised 2016-2018 Plan.  Further, PECO shall file and serve an annual updates on this income verification process at this Docket, beginning April 2017.

8. Educate CAP-eligible customers with post-bankruptcy accounts regarding the availability of temporary service without a security deposit.  

9. Clarify in the Revised 2016-2018 Plan that the Company will expand its CAP outreach to include prior LIHEAP recipients and will educate current CAP customers on the benefits of remaining in the program.

10. Recertify household and income information of CAP customers who annually receive LIHEAP grants at least once every 3 years and identify this amended recertification process in its Revised 2016-2018 Plan.

11. File an addendum to the 2016-2018 USECP no later than April 30, 2017, that provides a description of finalized implementation details about its de facto heating pilot which includes the estimated number of jobs and yearly budget allocations.

12. Report annual LIURP health and safety measure costs as a separate category and line item, beginning in April 2017.

13. Consult with BCS regarding changes to its LIURP inspection rate and reporting data.

14. Meet with Commission staff within 60 days of the filing of its Revised 2016-2018 Plan to discuss concerns raised about its LIURP by APPRISE and through this proceeding.

15. Apply the additional $1 million LIURP funding to traditional LIURP services or the de facto heating pilot, and update its LIURP budget and yearly jobs projections accordingly in an addendum to the 2016-2018 USECP to be filed no later than April 30, 2017. 

16. Adjust the York County needs assessment to reflect current census numbers.

17. Clarify in the Revised 2016-2018 Plan how CAP credits are estimated in its 2016-2018 CAP budgets.

18. Clarify its universal service organizational structure in its Revised 2016-2018 Plan.

19. Incorporate appropriate changes to its tariff(s) reflecting the provisions of this Order.[footnoteRef:53]  [53:  PECO’s current electric universal service fund charge (USFC) tariff requires PECO to file its January 1, 2017 tariff update on a 120 day notice (i.e., August 30th).  PECO may address the two matters, (i.e., tariff changes to reflect the change in its USECP and CAP design approved in this Order and its electric USFC rate adjustment) in a combined filing on August 30th.  ] 


	PECO will file and serve its Revised Plan for 2016-2018 in a compliance filing within 30 days of entry of this order, reflecting the changes directed consistent with this order.  We invite PECO to submit its Revised Plans to BCS for a compliance review prior to filing.  

	Having addressed PECO’s Plan and the comments and reply comments, we note that any issue, comment, or reply comment requesting a further deviation from the Proposed  2016-2018 Plan, but which we may not have specifically delineated herein, shall be deemed to have been duly considered and denied without further discussion.  The Commission is not required to consider expressly or at length each contention or argument raised by the parties.  Consolidated Rail Corp. v. Pa. PUC, 625 A.2d 741 (Pa. Cmwlth. 1993); also see, generally, U. of PA v. Pa. PUC, 485 A.2d 1217 (Pa. Cmwlth. 1984); 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 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 Final 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’s USECP for 2013-2015, Docket No. M‑2012-2290911.  

3. That PECO Energy Company file and serve appropriate tariff(s) to reflect the changes, consistent with this Order, to its Universal Service Energy Conservation Plan and Joint Settlement with at least 30 days’ notice of the effective date(s).

4. PECO Energy Company shall file and serve its Revised Universal Service and Energy Conservation Plans for 2016-2018, consistent with this Order, within 30 days of the entry date of this Order.  An electronic copy, in Microsoft Word® or compatible format, shall 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.
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	BY THE COMMISSION,


						Rosemary Chiavetta
						Secretary

(SEAL)
ORDER ADOPTED:  August 11, 2016
ORDER ENTERED:  August 11, 2016
41

image1.png




