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MOTION OF COMMISSIONER ROBERT F. POWELSON

Act 129 of 2008 (Act or Act 129) required the Commonwealth’s large electric distribution companies (EDCs), including Duquesne Light Company (Duquesne), to develop and file with the Commission Energy Efficiency and Conservation (EE&C) plans.  Pursuant to this mandate, Duquesne filed its EE&C Plan on June 30, 2009.  Following hearings, the Commission approved Duquesne’s plan, with certain modifications on October 27, 2009. 
On November 9, 2009, Duquesne submitted its Compliance Filing calculating the surcharge rates consistent with the directives in the October 27 Order.  By Secretarial Letter issued November 24, 2009, the Compliance Filing was accepted, subject to further review.  The rates set forth in the Compliance Filing were permitted to take effect as of December 1, 2009.

A. Explanation of Large Commercial and Large Industrial Surcharge and Rate Design

As required by the Commission's Implementation Order, in its EE&C Plan, Duquesne proposed energy efficiency and demand response programs for its customers on Rate Schedules GL, GLH, L and HVPS.  For the energy efficiency programs, Duquesne divides its larger customers into  "Large Commercial" and "Large Industrial" groups based on Standard Industrial Code (SIC) designations, and will tailor its marketing approach to various sub-groups within each designation (Office Buildings, Health Care, Retail Stores/Restaurants, and Education for Large Commercial; Primary Metals, Chemicals and Mixed for Large Industrial).  The Large Commercial and Large Industrial groups have separate program budgets and separate cost recovery mechanisms.

In its June 30, 2009 filing, Duquesne’s proposed rate designs for both large customer groups included a customer charge and a demand (kW) charge based on the customer's monthly billing demand.  The administrative costs of each budget were to be collected through the customer charge, while the incentives that were to be used to induce customers to participate were to be collected through the demand charge.  
Duquesne supported the use of this blended rate design based on the vastly divergent usage characteristics for the customers that comprise its Large Commercial and Large Industrial classes.
 Specifically, Duquesne has approximately 900 customers on Rate Schedules GL, GLH, L and HVPS, with average annual usage ranging between 4,000 MWh and 400,000 MWh per customer.  Duquesne's Rate Schedule HVPS consists of only three customers that collectively make up approximately 35% of the demand for the "Large Industrial" class. Duquesne Industrial Intervenors (DII), which consists of some of Duquesne's larger customers, supported the blended rate design as a fair balance between the larger and smaller customers in the Large Commercial and Large Industrial classes. No party in the proceeding objected to the use of a blended rate design containing a monthly customer charge and a demand charge for the Large Commercial and Large Industrial recovery mechanisms.   

In the October 27 Order, the Commission modified Duquesne's proposed rate design for the recovery of EE&C Plan costs from Duquesne's Large Commercial and Large Industrial customers in two ways.  First, at the request of the DII, the Commission ruled that the customers' PJM Interconnection Peak Load Contributions (PLC) should be used for the demand charge, rather than the monthly billing demand.  Second, the Commission eliminated the monthly customer charge, and determined that both the administrative costs and the incentive costs should be recovered through the demand charge.  It did so in order to further incentivize industrial customers to participate in Duquesne EE&C programs.  
However, based on my review of the customer data and other information submitted with Duquesne's November 9, 2009 Compliance Filing, it appears that the Commission’s alteration of the originally proposed rate design has had unintended consequences.  As examples, the total administrative costs paid by Rate Schedule HVPS customers will increase from less than $100,000 to $2.3 million, Rate Schedule L – Industrial from less than $400,000 to $1.6 million, and Rate Schedule L – Commercial from less than $150,000 to $1.6 million.   While this is not surprising given the divergent usage characteristics of DLC’s larger customers, it is clearly not a fair outcome reflecting proper cost causation, assignment and recovery.
I, therefore, must conclude that Duquesne's original proposed rate design for the Large Commercial and Large Industrial recovery mechanisms, as modified to use the PLC for the calculation of the demand portion of the charge, will more appropriately balance the interests of the divergent customers within the Large Commercial and Large Industrial classes.  
As a result, pursuant to Section 703(g) of the Public Utility Code, 
 I hereby move to amend the October 27 Order to restore the customer charge components of the Large Commercial and Large Industrial cost recovery mechanisms for the recovery of the administrative costs of the programs.  The restoration of the original customer 
charge components as calculated by Duquesne in its filing should be retroactive to December 1, 2009, and Duquesne should implement an appropriate reconciliation mechanism to ensure that customers pay EE&C Plan costs consistent with the original rate design (as modified to use the PLC for the demand charge).
B. Amendment of October 27, 2009 Order

Section 703(g) allows the Commission to amend any order made by it so long as affected parties are given notice and a right to be heard.  A Reconsideration Order shall therefore be issued modifying the October 27 Order as described herein.  Because the cost recovery mechanisms took effect as of December 1, 2009, it is important for the Commission to move expeditiously in order to minimize the subsequent reconciliation related to the restoration of the originally-proposed rate design.  Interested parties shall therefore have 15 days to comment, followed by a 10-day reply comment period, if necessary.   To the extent there are no adverse comments filed, the Reconsideration Order shall become effective without further action by the Commission. 

THEREFORE, I MOVE THAT:
1. Upon this Motion, the Commission amend and modify the October 27 Order via the issuance of a Reconsideration Order as described herein.   
2. Interested Parties shall file comments to the Reconsideration Order within fifteen (15) days of its issuance and, if necessary, shall file any reply comments within 10 days of the Comment due date.   
3. If no adverse comments are filed within fifteen (15) days from the issuance of the Reconsideration Order, the Reconsideration Order shall become final without any further action by the Commission.  
4. The Office of Special Assistants expeditiously prepare the appropriate Reconsideration Order consistent with this Motion.

DATED:  January 14, 2010














Robert F. Powelson
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� Duquesne Statement No. 4, p. 9.


� 66 Pa.C.S. § 703(g).
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