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Focusing Demand Side Response Programs


The Electricity Generation Customer Choice and Competition Act, 66 Pa.C.S. §§ 2801-2812, allows retail customers to purchase electricity either from their electric distribution companies (“EDCs”) or from electric generation suppliers (“EGSs”).  Under the Competition Act, EDCs are responsible for acquiring and delivering electricity to those customers who do not shop and to those customers whose EGSs fail to provide the promised electricity.  Therefore, unless replaced by order of the Commission, the EDC functions as the provider of last resort (“POLR”).   Most of the larger EDCs are charging rates for their POLR service which were set at the time of restructuring, which are well below current market prices, and which will remain in effect until the end of 2009 or  2010.  However, there are several EDCs which are no longer under restructuring rate caps and which are now, or soon will be, acquiring electricity at higher market prices. 

On January 1, 2006, the customers of Pike County Light & Power Company (“Pike County”) experienced an increase in their generation rates of more than 100%.  Beginning on January 1, 2007, the customers of Pennsylvania Power Company (“Penn Power”) and UGI Utilities, Inc.–Electric Division (“UGI”) have been paying generation rates which reflect today’s current market prices and which far exceed the rates they had been paying.  The current rate caps of Duquesne Light Company (“Duquesne”) will be expiring on December 31, 2007, likely requiring Duquesne’s customers to pay significantly higher market prices beginning January 1, 2008.  

In view of the foregoing, the Commission should focus demand side response (“DSR”) programs on those EDCs which have experienced—or soon will experience—significant POLR rate increases instead of focusing these types of programs on all EDCs.  Customers who are paying current market prices, or who soon will be paying current market prices, are the ones who have an incentive to conserve energy in order to save money on their electric bills.  In contrast, customers whose POLR rates are still significantly below market have much less incentive to conserve energy.  

It is premature to order those EDCs with below-market POLR rates to provide additional DSR programs because their customers are unlikely to take advantage of the programs.  Instead, the Commission should use Pike County, Penn Power, UGI, and Duquesne as a “pilot” for determining which DSR programs actually result in significant conservation of energy.  For example, because Pike County’s electric customers received a 73% rate increase on a total-bill basis, they should be perfect candidates to determine which energy conservation programs can be successful.  Similarly, because the customers of Penn Power, UGI, and Duquesne are, or soon will be, paying high rates for electricity, they should be more than willing to try DSR programs which might help them save money on their electricity bills. 

 At the end of the “pilot,” the Commission should then determine which, if any, new DSR programs worked effectively to conserve energy.  If the Commission determines that certain DSR programs were successful, then the Commission should extend those programs to the other EDCs.  However, if at the end of the “pilot,” the results show that a DSR program failed to result in significant energy conservation, the Commission should not extend that program to the other EDCs when their rate caps expire at the end of 2009 or 2010 and should, instead, determine a different path to take regarding the conservation of energy.
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