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DECISION

I.
Introduction

A. Summary


In this Decision, the Department of Public Utility Control approves a program under which The Connecticut Light and Power Company and The United Illuminating Company will offer customers the opportunity to learn about their ability to enroll with competitive electric suppliers when initiating new utility service, reinitiating service following a change of residence or business location, making an inquiry regarding their utility rates or seeking information regarding energy efficiency.

B. Background of the Proceeding


Section 92 of Public Act 07‑242, An Act Concerning Electricity and Energy Efficiency (Act) made revisions to the customer referral program under which The Connecticut Light and Power Company (CL&P) and The United Illuminating Company (UI, together, Companies) have provided information to customers about options for selecting electric generation services from competitive suppliers.  The Department reopened this proceeding for the limited purpose of complying with the directives contained in Section 92 of the Act.

C. Conduct of the Proceeding 


Pursuant to a Notice of Written Comment dated July 11, 2007, the Department sought comment from all Participants regarding Section 92 of the Act.  By Notice of Reopened Hearing dated July 30, 2007, the Department conducted a hearing in this matter on July 30, 2007, in the offices of the Department, Ten Franklin Square, New Britain.  By Notice of Close of Hearing dated August 15, 2007, the Department closed this proceeding.
D. Participants


Participants to the original proceeding retained their status in this reopened matter.  In addition, Constellation Energy Commodities Group, Inc., 111 Market Place, Suite 500, Baltimore, Maryland, was granted Participant status from the bench at Oral Arguments in this case.
II.
Department Analysis

E. Current Referral Program

Pursuant to the Decision dated April 25, 2007, in Docket No. 05‑08‑05RE01, DPUC Investigation Into The Process By Which Customers Can Choose An Electric Supplier When Initiating Electric Service – Review of Pilot Program, the Department approved a referral program (Current Referral Program) for the Companies.

The Participants agree that the Current Referral Program contains the basic framework for the referral program contemplated under Section 92 of the Act and therefore the current program can be modified to accommodate the Act.  In addition, it was suggested that the Department retain the Current Referral Program while establishing a second program to comply with the Act.  Tr. 7/30/07, pp. 206‑208.


The Department believes that the Legislature envisioned that a single referral program be established.  Further, operating two programs simultaneously would be confusing for customers.  Therefore, the Department will modify the Current Referral Program, creating a single program in compliance with the Act.  The experience of the 2006 Pilot and Current Referral Program demonstrates that the program that is developed as a result of this proceeding should retain simplicity and reliance on existing technology and processes as its guiding principles.
F. Requirements of the Act

The Act requires the Department to establish a referral program for residential or small commercial customers who are initiating new utility service, reinitiating service following a change of residence or business location, making an inquiry regarding their utility rates, or seeking information regarding energy efficiency.  Under the program, these customers shall be offered the option to learn about their ability to enroll with a participating electric supplier (Amended Referral Program).  The Act states that customers expressing an interest to learn about their electric supply options shall be informed of the qualifying electric offers then available from participating electric suppliers and requires the electric distribution companies to describe then available qualifying electric offers through a method reviewed and approved by the Department.  The Act requires that the information conveyed to customers expressing an interest to learn about their electric supply options shall include, at a minimum, the price and term of the available electric supply option (i.e., the qualifying electric offer).  Customers expressing an interest in a particular qualifying electric offer shall be immediately transferred to a call center operated by that participating electric supplier.

The Department must establish terms and conditions for the program and provide for marketing of it through utility bill inserts.  The Act further requires that customers be allowed to move among generation service providers, including utility provided service, without penalty.  Finally, the Act directs the Department to establish a payment arrangement under which the electric distribution company reimburses electric suppliers through a formula that reflects each company’s uncollectible experience.  These issues are discussed below.
G. Eligible Customers


The Act states that residential and small commercial customers who are initiating new utility service, reinitiating service following a change of residence or business location, making an inquiry regarding their utility rates, or seeking information regarding energy efficiency shall be offered the option to learn about their ability to enroll with a participating electric supplier.  The Act defines these customers as those eligible for Standard Service and who take electric distribution‑related service form an electric distribution company pursuant to either a residential or small commercial tariff.

The Participants believe that the Act requires that the Amended Referral Program be available to all residential and small commercial customers.  Based on the definitions provided in Act, the Participants agree that all residential customers are eligible for the program and that it is reasonable to define small commercial customers based on the tariff under which the customer is taking electric service.  Tr. 7/30/07, pp. 209‑212.

Based on the requirements of the Act, and the testimony presented in this proceeding, the Amended Referral Program will apply to all customers taking service under CL&P’s residential Rates 1, 5 and 7 and all commercial customers taking service under Rates 30 and 40, i.e., CL&P’s tariffs for small commercial customers.  For UI, the program will apply to all customers taking service under residential Rates R and RT and all commercial customers taking service under Rates GS and GST, i.e., UI’s tariffs for small commercial customers.
H. Qualifying Electric Offer

The Act defines a Qualifying Electric Offer as the provision of full requirements commodity electric service and all other generation‑related service to a residential or small commercial customer at a fixed price per kWh for a term of no less than one year.


The Participants generally agree that this requirement is straightforward; a participating supplier must offer a price for generation services that includes all generation‑related charges and the price must be fixed for one year, i.e., the quoted price must be the price that is billed for a term of one year.  UI Brief, p. 2; OCC Brief, p. 6; Tr. 7/30/07, pp. 228‑230.  However, because the EDC’s Standard Service price is not fixed for one year, Dominion and Direct believe that customers will be confused by this type of offer.  Further, Dominion and Direct state that a closer reading of the plain language of the Act suggests that the Legislature intended a fixed price to mean a price that can vary throughout the term of the agreement so long as the customer knows the per kWh price it will be required to pay for the entire term of the agreement.  As a result, suppliers believe that it will be difficult to provide value to customers through a single price that must be billed for one year.  Finally, there is general agreement that although the quoted price must be fixed for one year, quoted prices can change monthly.  Dominion/Direct Brief, p. 4; OCC Brief, p. 6; Tr. 7/30/07, pp. 222‑227.

The Participants also agree that a Qualifying Electric Offer should be quoted in cents per kWh and that the price should not exceed two decimal places.  Tr. 7/30/07, pp. 216‑219; Late Filed Exhibit No. 1.

Based on the requirements of the Act, participating suppliers will be required to offer a Qualifying Electric Offer, that is, a single price per kWh for all generation‑related charges and the quoted price must remain fixed (i.e., must be the price that is billed to the customer) for a term of no less than one year.  However, participating suppliers will be allowed to change their Qualifying Electric Offer (the quoted price) monthly, on the first day of the month for new customers.  Similar to the Current Referral Program, the Department will require that each Qualifying Electric Offer must be provided in cents per kWh, rounded to the second decimal place (e.g., 10.55 cents per kWh) and that the quoted price must be the billed price with no further rounding.  In addition, quoted prices will be read in ascending order, listing the lowest offer first.

Regarding Standard Service generation rates, the Department will require the Companies to inform each customer of their then current Standard Service price to allow customers to compare offers under the Amended Referral Program.  The Standard Service rate must include all generation‑related charges.  However, unlike Qualifying Electric Offers, which must be rounded to the second decimal place, Standard Service rates must reflect the then current approved charge and shall be quoted to customers based on the number of decimal places contained in the then current GSC charge.  Standard Service rates will be quoted first to allow customers the opportunity to compare Qualifying Electric Offers as they are read.
I. Time‑of‑Use and Real Time Rates


The Act requires participating electric suppliers to offer time‑of‑use (TOU) and real‑time use rates to residential customers.  UI, Dominion and Direct believe that the requirement to offer alternate residential rates is a condition of participation but is not meant to be part of a supplier’s Qualifying Electric Offer.  Tr. 7/30/07, pp. 242.; UI Brief, p. 3.

The EDC’s currently offer residential TOU rates and are therefore equipped to bill customers under this rate design.  However, although CL&P offers these rates, the Department has identified limitations in CL&P’s current metering system that precludes the introduction of some rate design changes and restricts the Department’s ability to aggressively move forward with similar initiatives.  Specifically, the Department has determined that it could prove costly to move large numbers of residential customers to TOU rates at this time.  As a result, the Department has directed CL&P to limit its promotion of residential TOU rates while the Department investigates alternatives to CL&P’s current meter system.  See, Decision dated December 21, 2005, Docket No. 05‑10‑03, Application of The Connecticut Light and Power Company to Implement Time of Use, Interruptible or Load Response, and Seasonal Rates.  UI’s metering system is not constrained.  As a result, UI has been directed to promote its residential TOU rates.


Based on the foregoing, the Department will require participating electric suppliers to offer residential TOU rates in UI’s service territory at this time.  The Decision in Docket No. 05‑10‑03 directs CL&P to begin mandating residential TOU rates in 2009.  Decision, pp. 17‑21.  Therefore, the Department will not require participating electric suppliers to offer TOU rates for CL&P’s customers until that time.  Based on the foregoing, effective January 1, 2009, participating electric suppliers must offer TOU rates to CL&P residential customers to remain in the Amended Referral Program.  Further, electric supplier residential TOU rates must reflect the on and off‑peak time periods of UI and CL&P’s then current residential TOU tariffs.  Tr. 7/30/07, p. 245.  While the Act requires participating electric suppliers to offer residential TOU rates, it does not require that these rates be included as a Qualifying Electric Offer.  Therefore, while participating electric suppliers must offer residential TOU rates, they are not required to offer fixed TOU rates for any specific term.  The Department notes that residential meters may need to be converted to accommodate TOU rates, either through a reconfiguration or a meter change out.  In these circumstances, customers must be made aware of the time necessary to make these changes.  In no case should it take more than 30 days to establish TOU metering.

Regarding real‑time rates, this rate design can include rates that change hourly, (i.e., 24 separate hourly prices), separate hourly prices for on‑peak hours complemented by a fixed price structure during off‑peak periods, or other similar hourly pricing structures.  However, at present, real‑time tariffs have not been approved for the EDCs.  As a result, neither company has the systems in place to meter or bill its customers under this design standard.  Tr. 7/30/07, pp. 247‑250.

The Department recently established proceedings to address a variety of rate design issues, including real‑time use rates.  See Docket No. 05‑06‑04RE03, Application of The United Illuminating Company To Increase Its Rates and Charges - 2007 Rates and Terms and Conditions - Public Act 07-242, Seasonal Rates, Non Generation-Related Time-of-Use Pricing and Related Rate Design Issues, and Docket No. 03‑07‑02RE10, Application of The Connecticut Light and Power Company to Amend Its Rate Schedules - Public Act 07-242, Seasonal Rates, Non Generation-Related Time-of-Use Pricing and Related Rate Design Issues.  The Department hopes to conclude these proceedings in time to implement a variety of rate design changes during the 2008/2009 time frame.  Based on the foregoing, the Department will not require participating electric suppliers to offer real‑time rates to residential customers of UI or CL&P at this time.  However, once these rates have been approved for use by either utility’s residential customers, participating electric suppliers will need to offer them to customers of that utility to remain in the Amended Referral Program.  As with TOU rates, the Act does not require that real‑time use rates be included under the suppliers Qualifying Electric Offer.  Therefore, these rates do not have to be fixed for a specific term.
J. Switching Rules


The Act states that any customer that receives electric generation service from a participating electric supplier may return to Standard Service or may choose another participating electric supplier at any time, including during the qualifying electric offer, without the imposition of any additional charges.  Any customer that is receiving electric generation service from an electric distribution company pursuant to Standard Service can switch to another participating electric supplier at any time without the imposition of additional charges.


Dominion and Direct state that Section 92 of the Act removed the language from Conn. Gen. Stat. § 16‑244 that required a customer who returned to Supplier of Last Resort Service from a retail supply to remain on Last Resort Service for a minimum or one year, thereby repealing the rule for large commercial and industrial (C&I) customers.  These participants believe that it would be inconsistent for there to be no rule for C&I customers while continuing the rule for residential and small C&I customers who do not typically engage in this behavior.  In addition, Dominion and Direct argue that the rule creates a market barrier that impedes competition.  As a result, the Department should repeal the six‑month minimum stay as part of the Decision in this proceeding.  Tr. 7/30/07, p. 272; Dominion and Direct Brief, p. 9.

UI states that the language in Section 92 of the Act is in contrast to the Department’s existing six‑month Standard Service policy.  As such, it would be impossible to implement the Amended Referral Program while adhering to the current policy.  UI makes no specific recommendation but requests the Department address this issue in its Decision.  Response to Interrogatory EL‑6; Tr. 7/30/07, p. 269; UI Brief, p. 6.


In its Written Exceptions to the Draft Decision, Constellation states that in making changes to regulatory policies regarding Standard Service, the Department must be careful to include all parties with legitimate interests prior to entering decisions which can have important effects on consumers.  Hearing all affected parties’ interests properly ensures that the Department has the ability to consider all relevant evidence prior to making its decision.  With respect to the present proceeding and the issue of whether the language in Section 92 of the Act is in contrast to the Department’s existing six‑month Standard Service policy, Constellation stresses that the Department has not had the opportunity to hear from all parties who may be affected by the consideration and outcome of this specific issue.  Constellation Written Exceptions, p. 2.


Constellation continues by stating that this proceeding’s name and the Department’s Notice of Request for Written Comments did not provide all parties adequate notice of consideration of the Anti‑Gaming Policy.  In support of its claim, Constellation cites that the above docketed proceeding has been identified as the “DPUC Investigation into the Process By Which Customers Can Choose an Electric Supply When Initiating Electric Service – Amended Referral Program” and from this title, it is not entirely clear that the Department intended to consider and decide in this proceeding, issues outside of the “process” by which customers can be referred to and choose a licensed electric supplier.  As a result, suppliers such as Constellation “would most likely assume that the present proceeding would not involve issues for which they may also be interested in submitting comments.”  Id., p. 3.


Constellation requests that the Department find that it incorrectly considered the issue of whether the language in Section 92 of the Act is in contrast to the Department’s Anti‑Gaming policy and open a separate proceeding to address concerns regarding said language.  Id.


The public notices issued in this proceeding indicated that the Department would be reviewing Section 92 of the Act, which section includes language regarding the Legislative directive concerning customer switching.  Given the reference to Section 92, it was not incumbent on the Department to further itemize each item that was addressed in this matter.  Based on the foregoing, Constellation’s request to open a separate proceeding is denied.


Pursuant to the Decision dated September 9, 1999, in Docket No. 99‑08‑24, DPUC Review of The Connecticut Light and Power Company’s Proposal Regarding Cost‑Effective Supplemental Standard Offer Service, the Department placed a limit on the number of times a customer could leave, or return to, Standard Offer Service (SOS)
 to avoid the potential for customers to “game” the retail market, i.e., the Anti‑Gaming Policy.  The policy states that once a customer leaves SOS and returns, the customer must remain on SOS for twelve months.  This action was taken in part based on speculation from retail suppliers that the cost of SOS would increase to reflect the risk associated with allowing customers unlimited switching from and to SOS.  Decision, pp. 3‑5.


Pursuant to the Decision dated June 21, 2006, in Docket No. 06-01‑08PH01, DPUC Development and Review of Standard Service and Supplier of Last Resort Service – Phase I, the Department modified the Anti‑Gaming Policy, requiring that customers who return to Standard Service from retail supply remain on Standard Service for a period of six months.  Decision, pp. 18 and 19.

The Anti‑Gaming Policy was put in place when retail choice began in 2000 and was established, in part, based on speculation that customers would constantly move between competitive generation supply and generation service offered by the utilities, raising the cost of the generation purchased by CL&P and UI.  However, experience in the retail market has shown that customers are unlikely to game the market.  In addition, retaining this policy would limit the freedom to move from product to product that exists in retail markets.  Based on the foregoing, the Department believes that the Legislature intended the Anti‑Gaming Policy be eliminated.  Therefore, effective the date of this Decision, the Department rescinds the Anti‑Gaming Policy for Standard Service customers.

K. Purchase of Receivables – Bills Rendered Payment Mechanism

The Act states that each electric distribution company shall offer to bill customers on behalf of participating electric suppliers and to pay such suppliers in a timely manner the amounts due such suppliers from customers for generation services, less a percentage of such amounts that reflects uncollectible bills and overdue payments (Bills Rendered) as approved by the Department of Public Utility Control.

CL&P believes that its current billing process and supplier payment method complies with the Act’s requirements because it allows CL&P to bill customers on behalf of competitive suppliers, pays the suppliers within three days of receipt of payments from customers of competitive suppliers and pays suppliers amounts that reflect amounts owed to suppliers by the customers less deductions for the amounts not actually paid by the suppliers’ customers.  However, should the Department determine that the Company is required to pay suppliers based on bills rendered to customers at a discounted rate (Bills Rendered), the Company would need to implement necessary system changes through a “manual workaround” which would have a negative impact on the implementation of the conversion to CL&P’s new billing system, its C2 billing system.  CL&P Brief, pp. 4‑9.


CL&P goes on to state that it can only use one supplier payment method at any given point in time.  Therefore, it would need time to transition from its current system to a Bills Rendered protocol.  As a result, CL&P would be unable to implement the revised system until December 31, 2007.  Id.


If a Bills Rendered system is required, CL&P proposes the discount rate reflect its average uncollectible factor for non‑hardship customers and that it be allowed to use 0.41% for 2008, representing the average of CL&P’s 2006 non‑hardship experience (0.37%) and year‑to‑date July 2007 experience (0.47%).  In future periods, CL&P proposes to reset the discount factor annually, based on the most recent two calendar year average at that time.  CL&P cautions that the use of a preset uncollectible factor exposes its customers to potential loss resulting from the significant variance in delinquency rates and write offs that the Company experiences.  Therefore, CL&P requests that it be allowed to recover any amount above the applicable uncollectible value through the Systems Benefit Charge.  Further, if a particular supplier’s actual hardship losses are substantially above the applicable uncollectible factor, CL&P requests permission to directly bill the supplier for actual losses and proposes thresholds of 5% above the approved discount factor or $100,000 (whichever is greater).  CL&P notes that it won’t be able to directly bill suppliers for these losses (i.e., segregate write offs by supplier) until its C2 system is fully operational.  Therefore, approval of this aspect of CL&P’s proposal would not impact suppliers until 2009.  Id.


Under a Bills Rendered scenario CL&P plans to pay suppliers once each month, and to avoid assessing suppliers a working capital allowance proposes a lag of 41 days, reflecting the average time it takes CL&P to receive payment from its customers.  Id.


UI states that its current supplier payment methodology is in compliance with Section 92 of the Act.  Therefore, no further action is necessary on its part.  Response to Interrogatory EL‑7; Tr. 7/30/07, p. 319.


Dominion and Direct state that CL&P’s current payment method does not comply with the Act.  Based on the plain language of the Act, CL&P should be required to begin paying suppliers based on a Bills Rendered methodology effective July 1, 2007, and should be required to do so manually while the Company develops the necessary changes to allow for an automated process.  Further, CL&P has the necessary data to perform these calculations and can simply use commercially available software to determine the appropriate payment.  Therefore, there is no reason to delay implementation.  Dominion and Direct Brief, p. 10.


Dominion and Direct believe that immediate implementation of this requirement will increase supplier participation in the Amended Referral Program in CL&P’s service territory and allow customers who might not otherwise be able to pursue retail choice the opportunity to participate in the program and potentially realize savings on their electric bill.  Id.


Dominion and Direct also believe that CL&P is unnecessarily complicating a relatively simple calculation and raising the specter of increased ratepayer cost to delay or thwart implementation.  For example, CL&P claims that it must delay payment to suppliers and proposes reconciliations and true ups to avoid burdening ratepayers with additional costs.  However, these Participants indicate that UI pays competitive suppliers promptly, using an average uncollectible percentage and does not reconcile or true up this expense and that UI’s payment structure has not increased ratepayer cost.  Id.


OCC states that the Act probably requires CL&P to implement a purchase of receivables program similar to UI’s current supplier payment method.  Further, when OCC first read the Act, its understanding was that the Legislature recognized that UI pays retail suppliers what they are owed in a short time, less a fixed percentage for uncollectibles, while CL&P pays suppliers only after receipt of customer bills, and that the Legislature is requiring that both distribution companies adopt a system like UI’s.  While CL&P suggests that their present system may be satisfactory under the statute, OCC does not believe that such approach meets with the Legislature’s intent.  OCC supports its view by stating that the Act refers to a “percentage” discount, which suggests that a single value be applied to all supplier receivables.  Moreover, OCC states that it is doubtful the Legislature would have bothered to pass this provision if it had an understanding that both distribution companies’ payment systems already complied with it.  OCC Brief, pp. 2 and  3.


OCC goes on to state that this Legislative directive will create additional costs for CL&P’s ratepayers and will lead to additional subsidies running from those customers who remain on Standard Service to that subset of customers with whom the retail suppliers have chosen to do business.  OCC is generally not in favor of such subsidies, particularly since the purported benefits of the residential retail choice policy may actually be detrimental to ratepayers.  OCC concludes by stating that it will not torture the language of Conn. Gen Stat. § 16‑244c(l) until it reflects its policy concerns.  Instead, OCC reluctantly concludes that the plain language of the Act probably requires CL&P to implement a UI‑like payment system.  Id.


Department review finds that UI pays all competitive suppliers in a timely manner less a percentage that reflects UI’s uncollectible bills and overdue payments.  As a result, UI’s payment mechanism complies with the Act.  Further, UI has applied its methodology for over six years and it appears that their process functions well.  Therefore, the Department will use UI’s mechanism as the basis for developing CL&P’s Bills Rendered payment structure.

CL&P currently does not pay suppliers based on a system that calculates the amount due less a percentage that reflects CL&P’s uncollectible bills and overdue payments as required by the Act.  Based on the foregoing, the Department concludes that CL&P’s current payment methodology does not comply with the Act and the Company must implement a Bills Rendered payment mechanism.  Further, the Legislature intended that all suppliers be billed under this type of mechanism.  Therefore, CL&P will be required to apply the Bills Rendered methodology to all competitive suppliers.


Regarding the discount factor, UI applies a single, company‑wide non‑hardship average uncollectibles percentage when calculating its payments and updates the percentage annually to accommodate changes in the level of this expense.  Tr. 7/30/07, pp. 318‑322.  CL&P has proposed to apply the same methodology and suggests the Department use CL&P’s recent experience for implementation of the program.  CL&P proposed factor of 0.41%, calculated as the 18‑month weighted average of its 2006 experience (0.37%) and six‑month 2007 experience (0.47%).  Therefore, the supplier would be paid at 99.59% (100% ‑ .41%) of its total billing.  As an example, a supplier that bills generation service charges totaling $100,000 would be paid $99,590 ($100,000 x 99.59%).  The Department finds the use of a single discount factor that is adjusted annually to be reasonable.  Regarding the discount factor that will be applied at the outset of the program, the Department finds CL&P’s proposed factor of 0.41% to be reasonable and is therefore approved for use.  CL&P should adjust the factor in the first quarter of 2008 to reflect a two‑year experience, and annually thereafter.

UI does not track the payment record of individual suppliers.  Instead it adjusts the non‑hardship average uncollectibles percentage annually to capture recent changes in the level of this expense.  UI indicates that this method is not problematic for it or its suppliers.  The Department believes that adjusting the non‑hardship uncollectibles percentage annually is a reasonable means of capturing changes in this cost and doing so will capture unusual shortfalls.  Therefore, this method is approved.

CL&P portends negative ratepayer consequences if it is not allowed to track and true up its uncollectibles while OCC derides the overall concept of this Legislative mandate.  Under traditional ratemaking standards, distribution rates include a level of revenues reflecting CL&P’s recent (i.e., test year) experience as it relates to many expenses including non‑hardship uncollectibles.  The recent historical experience is embedded in rates and is not subject to review or reconciliation until the value is once again established in a subsequent rate setting proceeding.  CL&P must absorb any increase or decrease to the embedded level of uncollectibles between rate proceedings.


Reflecting the generation portion of non‑hardship uncollectibles through a Bills Rendered mechanism does not increase the cost.  Instead, it allocates a portion of this expense to the generation component of rates and allows the cost to follow generation rates whether these rates are billed by CL&P or a supplier.  Therefore, CL&P is not subjected to any greater risk regarding the recovery of this expense than it is under traditional ratemaking.  While the Department acknowledges that there may be some administrative cost associated with implementation, there is no evidence to suggest that ratepayers will be harmed by this policy.


Regarding CL&P’s request to pay suppliers monthly, UI pays suppliers based on the average interval between the time that bills are rendered and that payment is received.  Decision dated January 13, 1999, Docket No. 98‑06‑17, DPUC Investigation Into Metering and Billing Protocols and Appropriate Cost‑Sharing Allocations Among Electric Distribution Companies and Electric Suppliers, p. 8.  CL&P’s proposal appears to mirror the method used by UI.  Therefore, CL&P proposal is approved.
CL&P proposes to implement the Bills Rendered system on January 1, 2008.  The Department believes that CL&P can manually determine payments under the Bills Rendered system until an automated system is in place.  Therefore, CL&P must implement this methodology effective the date of this Decision.
L. Messages and Start of Program

The Act requires the Department to establish a program under which “customers expressing an interest to learn about their electric supply options shall be informed of the qualifying electric offers then available from participating electric suppliers.”  The Act further directs that in each calendar quarter, participating electric suppliers shall be allowed to list qualifying offers to provide electric generation service to residential and small commercial customers with each customer's utility bill.  The department shall determine the manner such information is presented in customer utility bills.


OCC believes that the Department should approve a script that strictly adheres to the requirements of the Act and suggests the following; “press 1 if you are interested in learning about your ability to enroll with a retail electric supplier for generation services or press 2 if you want to remain on (CL&P/UI) standard generation service.”  OCC further indicates that customers who choose option “1” should be told of qualifying electric offers, and if interested in a particular offer, transferred to that supplier.  The Department must “honor this statutory language to the letter.”  OCC Brief, p. 8.

UI believes that because the Amended Referral Program will encompass the vast majority of its customers, and carries with it the potential for an unlimited number of participating suppliers, that the program must utilize current phone and web‑based technologies to provide simple, customer‑friendly and cost‑effective opportunities for customers to learn about their electric supply options.  UI Brief, p. 4.


Dominion and Direct indicate that CL&P and UI presently use interactive voice response (IVR) technology under the Current Referral Program and that the continued use of this technology is appropriate for the Amended Referral Program.  Regarding the message, Dominion and Direct are concerned that if the Companies can only advise consumers of Qualifying Electric Offers, customers will not have a full appreciation of the number of choices that may be available to them, and as a result, may believe that their options are limited to the Qualifying Electric Offers or the Companies’ Standard Service rates.  These participants believe that this misperception could stifle the development of retail competition.  To avoid this result, Dominion and Direct believe that the Companies should inform customers of all Qualifying Electric Offers but should be allowed to inform customers of other rate programs as well.  Dominion and Direct Brief, p. 6.

There is general agreement among the Participants that a collaborative group comprising the Companies and participating suppliers should develop a stand‑alone bill insert for the Amended Referral Program.  Further, the insert should follow the standards used to develop the CTCleanEnergy Options bill insert.  The Companies note that if the inserts are not properly scheduled that postage costs could increase.  Dominion and Direct requested that the bill inserts be used to develop a customer enrollment program.  CL&P and UI Response to Interrogatory EL‑5; Tr. 7/30/07, pp. 258‑261.

The Act directs that, in a manner determined by the Department, residential and small commercial customers; 
expressing an interest to learn about their electric supply options shall be informed of the qualifying electric offers then available from participating electric suppliers.  The electric distribution companies shall describe then available qualifying electric offers through a method approved by the department.  The information conveyed to customers expressing an interest to learn about their electric supply options shall include, at a minimum, the price and term of the available supply option.
To date, competitive generation service supply options for residential and small commercial customers have been limited and the few plans that have been offered consisted primarily of a single price that changed as utility generation prices changed.  In order to expand available competitive rate options for these customer classes, the Act requires participating suppliers to offer a one‑year fixed price plan as well as TOU and real‑time options.  However, the Act does not limit suppliers to these pricing schemes.  Based on the evidence presented in this matter, it is likely that suppliers will provide rate options in addition to those mandated by the Act.

Some Participants believe that the Department should limit the information provided to consumers under the Amended Referral Program by only allowing the Companies to discuss each supplier’s Qualifying Electric Offer.  Section 92 of the Act demonstrates the Legislature’s desire to further Connecticut’s current energy policies by educating residential and small commercial customers regarding retail choice.  The Department also believes that the Legislature intended to expand the number and types of offers being presented to the largest population of customers (those whose choices have been limited to date) and is requiring CL&P and UI to deliver the message to encourage supplier participation.

The Legislature has provided the framework for the Amended Referral Program and has directed the Department to determine how best to use that framework to accomplish these goals.  Had the Legislature intended to limit the Amended Referral Program to Qualifying Electric Offers it would not have required suppliers to offer TOU and real‑time rates and would not have directed that “the information conveyed to customers expressing an interest to learn about their electric supply options shall include, at a minimum, the price and term of the available supply option.”  “Available supply option” being each Qualifying Electric Offer.

Retail choice involves more than the one‑year fixed price required by the Act.  Therefore, limiting the information provided by CL&P and UI to only the available Qualifying Electric Offers would be contrary to the Legislature’s intent to educate consumers by failing to seize the opportunity to provide necessary information to ratepayers about their electric supply options.  In addition, limiting the information to individual Qualifying Electric Offers may result in customers believing that their options are limited to said offers.  However, it would also be impractical to have the Companies provide the price and term of multiple supply offers from multiple suppliers.  This too could negatively impact customers.

Based on the foregoing, the Department will require the following:

· The Companies must offer all eligible customers the opportunity to learn about their electric supply options;

· Customers who express an interest in learning about their electric supply options must be quoted the price and term of each Qualifying Electric Offer and must be told that suppliers also offer other price options, including TOU rates, real-time rates (when these become available for CL&P customers) and other pricing programs (if applicable);

· Customers expressing an interest in a particular Qualifying Electric Offer or supplier shall be immediately transferred to a call center operated by that supplier;

· Customers may not express an interest in a particular Qualifying Electric Offer but may have additional questions regarding retail choice.  These customers must be offered the option to receive information from CL&P or UI through the mail, or be directed to the internet at www.ctenergyinfo.com or directed to the Department’s toll free Outreach phone number 1‑888‑922‑3782.

· The Companies may use an IVR system to deliver the information required under the Amended Referral Program;
· The Companies will be required to submit the text of all messages for approval.


The Act states that in each calendar quarter, participating electric suppliers shall be allowed to list qualifying offers to provide electric generation service to residential and small commercial customers with each customer's utility bill.  The Department shall determine the manner such information is presented in customer utility bills.


Regarding the message and bill inserts, the Department believes that a collaborative process should be used to develop these items and that participating suppliers must be provided the opportunity to provide input into this process.  Further, the Department will direct that the inserts be developed jointly among UI and CL&P, providing an identical message to Connecticut ratepayers regarding retail choice and the Amended Referral Program.  The inserts must be submitted for Department approval.  Regarding the voice message, this too should be identical unless the Companies can demonstrate why this is impractical.

The Act only provides the opportunity to list the price of Qualifying Electric Offers on the bill insert.  Therefore, the utilities can only list the price of these offers, which can vary among CL&P and UI’s service territories.  However, as discussed above, the Department believes that the message provided to consumers should avoid leaving the impression that retail choice is limited to Qualifying Electric Offers.  Further, the message cannot contain so much information as to confuse customers regarding pricing plans that may be available.  Therefore, the bill inserts shall list the price and term of each Qualifying Electric Offer as well as a statement indicating that the participating supplier offers other pricing options, including TOU rates and real-time rates (when these become available).  In addition, the insert should contain other general information related to retail choice such as, but not limited to, the enrollment process, ability to switch among suppliers, and the opportunity to find general information about “shopping for electricity” at www.ctenergyinfo.com or by calling the Department’s toll free Outreach phone number 1‑888‑922‑3782.

Regarding the use of bill inserts to enroll customers, the Act did not direct the Department to establish such a program and systems are not in place to accommodate it.  Therefore, the Department will not require said enrollment at this time.

M. Terms and Conditions


Based on the foregoing, the Department establishes the following terms and conditions under which a participating electric supplier can participate in the Amended Referral Program.  These requirements include applicable terms and conditions from the Current Referral Program.
CL&P and UI Obligations

· The Amended Referral Program must be available to residential and small commercial customers who take distribution-related service pursuant to a residential or small commercial tariff;

· The Amended Referral Program must be available to customers who are initiating new utility service, reinstating service following a change of residence or business location, making an inquiry regarding their utility rates or seeking information regarding energy efficiency;

· Customers expressing an interest in learning about their electric supply options shall be informed of the Qualifying Electric Offers then available from participating electric suppliers;

· The information conveyed to customers expressing an interest to learn about their electric supply options must include the price and term of the Qualifying Electric Offer and a statement to indicate that suppliers offer additional rate options, such as TOU pricing, etc.;
· Customers expressing an interest in a particular Qualifying Electric Offer shall be immediately transferred to a call center operated by that participating electric supplier;
· Qualifying Electric Offer rates must be quoted as a single price, in cents per kWh, rounded to the second decimal place;

· Qualifying Electric Offer rates must reflect all generation‑related charges;

· Qualifying Electric Offer rates will be quoted in ascending order (lowest price first);
· Standard Service rates will be quoted first to allow customers to compare prices and must be based on their then current rate;
· Participating electric suppliers must be allowed to withdraw from the Amended Referral Program at any time.  However, the supplier can not return to the program until the first day of the next month;
· Bill inserts and voice messages will be developed using a collaborative process and must be submitted for Department approval.
Participating Electric Supplier Obligations

· Participating electrical suppliers must offer to provide full requirements electric service and all other generation‑related services to a residential or small commercial customer at a fixed price per kilowatt hour for a term of no less than one year;

· Participating electrical suppliers must offer time-of-use rates to UI’s residential customers and to CL&P’s residential customers effective January 1, 2009;

· Participating electrical suppliers must offer real-time use rates when these rates are established for each Company;
· Any customer that receives electric generation service from a participating electric supplier during the term of a Qualifying Electric Offer must be allowed to return to Standard Service or to choose another participating electric supplier at any time, without the imposition of any additional charges;
· Qualifying Electric Offer rates must be provided as a single price, in cents per kWh, rounded to the second decimal place and must reflect the price that will be billed for one year;

· Qualifying Electric Offer rates must reflect all generation‑related charges;
· Participating electrical suppliers must notify CL&P or UI of any change in its offer five business days prior to implementation of said change;
· Participating Electric Suppliers must accommodate Spanish speaking customers through either a live agent or the use of technology.
N. Cost Recovery


CL&P indicates that the Amended Referral Program will cause it to incur additional costs for customer service staffing training and a program administrator, participation in working groups, developing, printing and mailing bill inserts and delays to its C2 implementation.  CL&P proposes to recover these costs through its Non Bypassable Federally Mandated Congestion Charge (NBFMCC) and cites § 16‑243p in support of its proposal to do so.  CL&P Brief, p. 8.

UI indicates that although it will incur additional costs for this program, those costs can not be determined at this time.  To keep costs in check, UI urges the Department to approve the use of IVR technology, stating that “the utilization of existing technology in an extremely cost‑effective way to implement the program.  Technology allows the required information to be disseminated effectively while preserving the customer service representatives’ roles as customer advisors.  Rather than requiring a host of additional customer service representatives, the effective use of technology requires basic program administration.”  UI Brief, p. 5.

Dominion and Direct do not object to having the utilities track and recover costs associated with this program.  However, these participants believe that the costs are properly recovered through the Generation Service Charge on customer bills, and cite Section 33 of Public Act 05‑1, An Act Concerning Energy Independence, in support of their position.  Dominion and Direct Reply Brief, p. 7.

The Decision dated April 25, 2007, in Docket No. 05‑08‑05RE01 authorized the EDCs to include cost recovery through the GSC and to request recovery of incremental costs associated with the Current Referral Program, above those allowed in their last rate case proceeding, at the time of each company’s respective annual GSC reconciliation.  Decision, p. 7.  The Department continues to support this position.

The cost associated with the Amended Referral Program is unknown at this time and while CL&P and UI may require additional staffing to operate this program, the need for these personnel will vary based on the number of participating suppliers, the effective use of IVR technology, and other factors.  Therefore, all costs are subject to Department review and approval.
III.
Conclusion and Orders

A.
Conclusion


The Legislature has directed the Department to establish a program under which residential and small commercial customers can choose to receive information about their ability to enroll with electric suppliers.  The Department believes that the program established herein complies with the letter and spirit of the Act by providing customers that opportunity to learn about and participate in retail choice.
B.
Orders
1. On or before October 24, 2007, CL&P and UI shall submit the messages that will be read to eligible customers under the Amended Referral Program for Department approval.  As discussed herein, the Companies shall work with suppliers to develop these messages.
2. On or before December 15, 2007, the Companies shall submit a sample joint bill insert for Department approval as discussed herein.  The Companies shall work with suppliers to develop these inserts.
3. The Amended Referral Program shall commence November 1, 2007, at which time the Current Referral Program will end.
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A. Marcelynas
� SOS was the name given to the distribution company�provided generation portion of customer electric bills between 2000 and year�end 2003.  The term SOS was replaced with Transitional Standard Offer (TSO) service for the period 2004 through year�end 2006.  Although the title for this service has changed to Standard Service, SOS and TSO reflect the same product; the distribution company�provided generation portion of customer electric bills.








	

	
	


	

	
	



