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INTRODUCTION


The Pennsylvania Utility Law Project (PULP), on behalf of the low-income customers it represaents, offers the following reply comments concerning Provider of Last Resort Service (POLR) to the Commission.

.  The Pennsylvania Utility Law Project (PULP) agrees with the statement of the Office of Consumer Advocate (OCA) that the “design of the provider of last resort service is one of the most critical tasks facing the Commission.”    For many people in the Commonwealth, due to reluctance or inability to shop for service, default or Provider of Last Resort (POLR) service continues to be their electrical service providers.  Unfortunately, many low-income consumers will fall in the latter category.  The General Assembly’s recognition of this impact is reflected in the Act’s policy declaration.  
The Commonwealth must, at a minimum, continue the protections,

Policies and services that now assist customers who are low-income

to afford electric service.  66 Pa C.S. §§2802(10):

As the Commission determines the final form of POLR regulations, PULP, on behalf of the low-income consumers we represent, submits that appropriate mechanisms must be put in place to ensure that POLR service will not adversely impact the low-income.  The regulations must ensure a stable and affordable system of providing electricity to the thousands of Pennsylvanians who have neither the capacity nor the desire to choose.  PULP submits that affordability and stability can be brought about by ensuring that Electrical Distribution Companies (EDC) remains as the default service provider; that the system is conducive to creating POLR rates that are affordable and stable by implementing an appropriate pricing structure and eliminating the customer service charge; that EDCs maintain their Universal Service program responsibilities by ensuring adequate funding for Universal Service; and that consumers, who have the ability to do so, are well-informed in choosing their generation service. With these guidelines in place, the restructuring legislation, which creates customer choice, will not devolve into a plan where low-income groups are limited to bad and expensive service.

DEFAULT SERVICE PROVIDER


PULP is in agreement with the OCA and others who propose that the default service provider obligations remain with the incumbent EDC.  PULP also agrees with the Commission’s proposed regulation at §54.183(a), which provides that the EDC be the default provider.  

The EDC as the default provider creates a stable and efficient service for customers, particularly for the low-income.  The EDC is experienced with the various functions as a retail provider of the service, such as customer care, billing collection, and metering.  In addition, EDCs already have an established working relationship with the Commission regarding the requirements of low-income consumer protection policies and service such  as universal services programs.  In conjunction with the Department of Public Welfare (DPW), EDCs have a unique history and understanding of LIHEAP.   These synergistic effects, although not always easy to achieve, have been brought about by years of work and form the basis for potential benefits for thousands of low-income Pennsylvanians.

However, §54.183(b) further states that the EDC may petition, or the Commission may move, that the EDC be relieved from its default service obligation.   Some comments have also proposed regulations that would permit a “retail default model,. Such proposals would eliminate the aforementioned benefits of experience and service reliability by introducing entities that do not traditionally serve in that role.   Electrical Distribution Companies already have the experience necessary to provide the full array of retail services to which consumers are accustomed.  In addition, EDCs, in conjunction with the Commission and the DPW, are already in a position to assist the most vulnerable of low-income households in the Commonwealth.  PULP urges the rejection of proposals that would erase these benefits by allowing EDCs to opt-out of default service.  PULP also respectfully requests that the Commission not adopt its proposed regulation at §54.183(b) and (c).

POLR RATES


PULP urges the creation of pricing mechanisms that would ensure affordability and minimize volatility in default service rates.  PULP agrees with the OCA position that cost recovery and pricing must reflect the fact that electricity is an essential service. 

 PULP, in agreement with the OCA and many other comments, urges the elimination of the customer service charge.


The reconcilable cost-recovery mechanism adopted by the OCA in its comment provides a framework for the promotion of stable and affordable default service rates. The use of a single, reconcilable cost-recovery mechanism is preferred.  The potential for increased cost to customers is of particular concern..  PULP urges the rejection of any cost-recovery structure that would increase default service rates.  The prospect of rate increases in electric service would be disastrous to any low-income family.

The additional customer charge is unreasonable and must be eliminated.  As has been stated by others, the additional customer   charge would appear to impose a double-charge for the same service.  Such a proposal would be an unbearable cost for low-income Pennsylvanians.  Further, the increase in cost would be contrary to the General Assembly’s purpose of having electric service available on “reasonable terms and conditions.”  66 Pa C.S. §2802(9).


Any model that would have the effect of making service more expensive or even unaffordable should be rejected.  The “Texas-model” and the “retail-default model” are example of such schemes to be rejected.  


The General Assembly’s purpose in restructuring has been to promote competition in order to stimulate the reduction of the price of the service to consumers.  The proposed cost-recovery mechanism may negate this purpose by increasing default rates through unnecessary fees, such as the customer charge.  PULP urges the Commission in structuring default rates through reasonable cost-recovery mechanisms, such as the one endorsed by the OCA.

UNIVERSAL SERVICE


Universal Service obligations should remain with the EDCs. PULP encourages the Commission to make this abundantly clear and certain for EDCs serving as POLR.  The General Assembly charges the Commission with the task of ensuring that funding for these critical programs remain at appropriate levels.  §2804(9).  In achieving this goal, the Commission should ensure that funding for universal service programs be maintained and increased, where appropriate, to ensure that Universal Service remains viable after the transition period.


Well-funded Universal Service programs can flourish under restructuring.  It is appropriate for the Commission to address this in the final form of the regulation.  This is an especially important assurance for all low-income Pennsylvanians.

CUSTOMER EDUCATION


PULP also urges the Commission to adopt measures that would ensure customer education.  Consumers would need to know how to shop and compare wisely, including which types of contracts and services to avoid.


In forming the final form of the regulation, PULP encourages the Commission to adopt measures that would make consumers aware of the various resources available to them with sufficient detail to enable them to shop wisely.  Programs implemented by agencies such as the OCA’s Telephone Call Center and its Residential Electric Shopping Guide have been helpful in achieving a high level of consumer awareness.  Additionally, the Commission also needs to encourage a greater and more substantive local, grass-roots education effort to enable low-income consumers obtain the great benefits of LIHEAP and Universal Service.  The Council on Consumer Choice should be extended, and both the Council for Utility Choice and the Communications Office should be provided additional resources to support meaningful statewide education.

CONCLUSION


Though the restructuring legislation’s aim is to spur competition that will stimulate lower prices for customers, its benefits should not be obtained at the cost of lesser quality and expensive service.  Such a result would not only be counter to the General Assembly’s intent, but would also impose an unbearable burden for the low-income.

The final form of the default service regulation should ensure that low-income Pennsylvanians have a stable and affordable service, and that the programs they rely on are not adversely impacted.  Ensuring that EDCs remain as the default service providers are a good step to assure Pennsylvanians of stable service.  The cost-recovery structure of the service must be conducive to promoting good default rates.  The Commission should also ensure appropriate funding for Universal Service, which is a critical need for the low-income.  Further, consumer education programs would also be beneficial for consumers who would want to shop for their generation supplier and would ensure that they make wise choices.

PULP thanks the Commission for providing the forum to air its concerns with regards to this very important matter.
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