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	COMMONWEALTH OF PENNSYLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265
	IN REPLY PLEASE REFER TO OUR FILE
M-2015-2507139


September 5, 2017
Ward L. Smith, Esquire
Assistant General Counsel
PECO Energy Company 
2301 Market St., S15
Philadelphia PA  19103

Re:
PECO 2016-2018 USECP at M-2015-2507139

Proposed Addendum F:  PECO De Facto Heating Pilot Program
Dear Mr. Smith:  
By Order entered August 11, 2016, the Commission approved, in concept, a de facto heating
 pilot program
 proposed by PECO Energy Company (PECO) in conjunction with its 2016-2018 Universal Service and Energy Conservation Plan (USECP).  Details of the de facto heating pilot program were still in the planning stages.  PECO 2016-2018 USECP Final Order, Docket No. M‑2015-2507139 (Order entered August 11, 2016) at 45-48.  PECO was directed to file an addendum to its 2016-2018 USECP, no later than April 30, 2017, to provide implementation details.  PECO filed the proposed details as Addendum F on June 23, 2017.  The de facto heating pilot program was proposed to start October 2017.  

As explained below, we have questions and concerns regarding the details and projected costs of the proposed de facto heating pilot program and are directing PECO to meet with staff and the other parties of record within ten (10) days.  

On June 23, 2017, PECO filed its proposed de-facto heating program description (Addendum F) to its 2016-2018 USECP.  PECO served the proposed Addendum F on the Office of Consumer Advocate (OCA), Community Legal Services (CLS), and the Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania (CAUSE-PA) (via Pennsylvania Utility Law Project (PULP)).  Parties who wished to comment were directed by Secretarial Letter to file comments on or before July 31, 2017.  CAUSE-PA and the Tenant Union Representative Network at al. (TURN et al.) separately filed comments on July 31, 2017.  PECO filed reply comments on August 14, 2017, and supplemental reply comments including a spreadsheet on August 21, 2017.  
Consistent with the Joint Settlement, PECO has identified two funding streams for de facto heating mitigation in the proposed Addendum F.  The first is an annual $700,000 dedicated to the de facto heating pilot program.  The second is described as $1 million per year to be used at “PECO’s discretion . . . for the de facto heating program if PECO determines that there is demand for additional de facto heating services and that such additional expenditure can be made within de facto heating program requirements.”  See Joint Settlement at 10.  PECO’s reply comments and supplemental reply comments provided further information and projections relative to its proposed Addendum F.

PECO initially provided budget figures just for the 2017-2018 de facto pilot program year,
 which showed the $700,000 of de facto heating pilot program funding to have an administrative cost of $251,796, and the $1,000,000 of additional funding to have an administrative cost of $620,000.  This represents administrative fees of 36% and 62%, respectively.  
In response to the filed comments, PECO filed revised budget figures for all three program years 2017-18, 2018-19, and 2019-20.
  For the $700,000/year funding, the administrative costs would remain at $251,796 per program year, or 36%.  For the $1,000,000/year of additional funding, which has no guarantee or commitment of being used for de facto heating, the projected administrative fee drops in the second and third program year to $156,000, but totals out to $932,000 over the three years, which averages to 31.1%.  PECO has repeatedly stated in its reply comments and supplemental reply comments that the $1,000,000/year may or may not be used for de facto heating, and could be used to provide regular low-income usage reduction program (LIURP) measures to customers who do not meet the criteria for the de facto heating pilot program.  
Having reviewed the latest round of filings relative to the proposed Addendum F, we are not convinced that PECO has justified its projected administrative costs for the de facto heating pilot program or the additional funding.  The projected administrative costs for both funds far exceed LIURP norms.  LIURP has a cap on administrative fees of 15%.  See 52 Pa. Code § 58.5.  
While we recognize that this is a unique pilot program and that there may be increased startup costs involved with its implementation, we remain particularly concerned by the consistent projection of 36% administrative fees associated with the $700,000/year funding that is solely dedicated to the de facto heating pilot program.  Further, PECO claims in its supplemental reply comments to have shifted expenses from one cost bucket to another, stating that it did not know into which category (i.e., administration, conservation or weatherization) to place certain expenses.  Thus, the implication is that administrative costs for the funding dedicated to the de facto heating pilot program could actually be even higher than the projected 36% for the three years.  
We question what criteria PECO will use to determine whether to allocate the $1 million/year to the de facto heating pilot program.  We further question whether and how these funds will be used in PECO’s USECP if not used for the de facto heating pilot program.  We also question what portion of these funds will go towards administrative costs if not used for the de facto heating pilot program. 

PECO stated in the proposed Addendum F that “the customer will be informed during their LIURP audit” of the de facto heating pilot program and that “the initial contact with the customer will be by telephone.”  PECO also states that “the company has estimated approximately [410] customers who are potentially eligible for the program.”  Proposed Addendum F at 1.  PECO estimates 240 de facto heating jobs per program year, or 20 jobs per month.  These factors do not appear to support the projected administrative costs or the need to deploy a call center and staff to contact and schedule customers.  
This Secretarial Letter identifies several unresolved concerns with the de facto heating pilot program.  Accordingly, we direct PECO to meet with Commission staff and the parties within ten (10) days to try to reach agreement relative to administrative costs and implementation of the de facto heating pilot program.  If the parties and staff cannot reach agreement on the details of the de facto heating pilot program, the matter will be referred to the Office of Administrative Law Judge to address it in the context of the prior settlement.
The de facto heating pilot program is scheduled to commence on October 1, 2017.  Absent agreement and Commission approval of the de facto heating pilot program and the costs, PECO should not assume that it will be able to recover the projected administrative costs.  
Questions may be directed to Sarah Dewey, sdewey@pa.gov.
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Sincerely,








Rosemary Chiavetta


Secretary

cc:
James Farley, BCS, jafarley@pa.gov

Joseph Magee, BCS, jmagee@pa.gov

Sarah Dewey, BCS, sdewey@pa.gov

Louise Fink Smith, finksmith@pa.gov 

Parties of Record in M-2015-2507139

Kelly Monaghan, Audits, kmonaghan@pa.gov

Richard Kanaskie, BI&E, rkanaskie@pa.gov 
�  “De facto heating” describes the use of portable space heaters as a residential primary heating source.  The situation often occurs when the customer’s central heating system is non-functioning or when natural gas service has been terminated or when non‐utility delivered heating fuel has been terminated or depleted.  The number of customers using de facto heating has risen dramatically over the past several years.  See “Report of Universal Service Coordination Working Group,” Docket No. M-2009-2107153 (Report dated November 18, 2009). 


�  A de facto heating pilot program was part of a settlement relative to PECO’s 2013-2015 USECP at Docket No. M�2012-2290911.  See Joint Settlement filed March 20, 2015, at 10-12.  


�  Proposed Addendum F, filed June 23, 2017, only showed budget figures for program year 2017-2018. 


�  See PECO’s Supplemental Reply Comments, filed August 21, 2017.  PECO further claimed that it would need to establish a call center for the pilot.
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