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Motion of Chairman James H. Cawley

As to polling issue #1 – Deployment Timeframe – Deployment of Network Infrastructure, the initial decision of the ALJ should be adopted.
As to polling issue #2 – Deployment Timeframe – Deployment of Smart Meters, the initial decision of the ALJ and position of FE should be adopted. 
As to Polling Issue #3, Data Access, DEP advances that First Energy’s smart meters must enable HAN devices or similarly-capable methods with open protocols.  The Companies have stated that they will fully comply with the definition of smart meters, including the capability to furnish data through a HAN or similarly capable method of open protocols.  The Companies have committed to meet the terms of the Implementation Order.
   If the Companies later propose to modify their Plan in a way that would alter this commitment, they should file such Plan modification with the Commission and the parties to this proceeding.  

As to Polling Issue #4, Mitigating the impact on low-income and other “vulnerable” customers, the initial decision of the ALJ should be adopted.

As to Polling Issue #5, Capital Structure Ratios, if the Company has a litigated capital structure which is less than 3 years old that resulted in a capital structure that was within the zone of reasonableness for its industry, that capital structure should be used.  If the Company’s last fully litigated base rate case capital structure was within the zone of reasonableness and is more than 3 years old, the Commission should use the Company’s actual capital structure included in the Quarterly Earnings Report to be issued by the Commission’s Bureau of Fixed Utility Services.  If the Company
 has a capital structure that is outside the zone of reasonableness for the industry, the capital structure should be the average of the electric utility barometer group included in the Quarterly Earnings Report to be issued by the Commission’s Bureau of Fixed Utility Services, unless the Company has had a fully litigated base rate case within the last 3 years, in which case the fully litigated rate case capital structure should be used for the 3 year period following the effective date of the base rate case.  The applicable ratios should be refreshed after the results of the next base rate case.  To the extent that the subsequent base rate case is settled, parties are to establish the applicable capital structure to apply for the purposes of the Plan recovery mechanism in that proceeding.

As to Polling Issue #6, Cost Rates of senior securities, the mechanism proposed by OTS should be used (the most recent Quarterly Financial Reports issued by the Commission’s Bureau of Fixed Utility Services).  These reports will produce the most accurate and up-to-date costs of capital for the Companies related to the Plan.  The quarterly cost of debt and, where applicable, preferred stock, will be used in the Company’s annual reconciliation and annual projections to determine the Company’s weighted cost of capital.  
As to Polling Issue #7, Common Equity Cost Rate, if the Company has a litigated Return on Equity (ROE) with the Commission which is less than 3 years old, that ROE should be used for the purposes of determining the weighted average cost of capital under the Plan.  Beyond 3 years, the Quarterly ROEs determined for the electric utility barometer group included in the Quarterly Earnings Report issued by the Commission’s Bureau of Fixed Utility Services should be used, until a subsequent litigated base rate case ROE is determined, to be effective for the subsequent three year period.  To the extent that the subsequent base rate case is settled, parties are to establish the applicable ROE to apply for the purposes of the Plan recovery mechanism in that proceeding.
As to Polling Issue #8 and #9, Smart Meter Filing and Reconciliation Dates & Smart Meter Adjustment Periods, the uniform procedural schedule advocated by the Office of Trial Staff, with a 12-month reconciliation period ending June 30 of each Smart Meter Technology Procurement and Installation Plan year, should be adopted, modified to only require annual filings, effective January 1 of each year, using average capital balances.  Specifically, the Companies shall not be required to incorporate quarterly filings, but may file for interim adjustments as necessary to maintain a balance between Plan net costs and revenues collected under a separate cost recovery mechanism under its tariff. 
As to Polling Issue #10 – Interest on over/under-collections, the position of FE should be adopted.    


As to Polling Issue #11 – Current recovery of Start-Up Costs, the initial decision of the ALJ should be adopted.

As to Polling Issue #12 – Current recovery of Assessment Period Costs, the position of FE should be adopted.

As to Polling Issue #13 – Recognition of operating expense reductions and avoided capital costs, the initial decision of the ALJ should be adopted.

As to Polling Issue #14 – Allocation of Common Costs, non-direct common costs should be assigned based on the ratio of number of meters assigned to the class, divided by the number of meters for the entire system.  

As to Polling Issue #15 – Rate Design – Commercial, this issue is moot, given the voting on Polling Issue #14.


As to Polling Issue #16 – Rate Design – Residential, the initial decision of the ALJ should be adopted, consistent with the positions of the Companies.

Additional Issue – Sub-hourly metering - The Implementation Order requires parties to address the ability to provide hourly or more frequent energy usage data.  In this proceeding, the parties only addressed 15-minute sub-hourly metering.  While energy markets only require information on hourly usage, these requirements may not be responsive to the RTO requirements of ancillary services.  Therefore, the parties are asked to address the need, ability, and cost for sub-hourly metering.  The parties should address the following issues for residential, small C&I and large C&I customers:

1. What are the capability and limitations of proposed smart meters to measure and record sub-hourly usage?

2. What are the capability and limitations of proposed smart meter communication and data storage systems to transmit and storage sub-hourly usage information?

3. What are the sub-hourly PJM requirements for participation in ancillary service markets?

4. What are the Company’s incremental smart meter, communication, data storage, and data sharing costs associated with these sub-hourly requirements for ancillary services?

5. What are the incremental equipment and installation costs of pulse data recorders used to measure sub-hourly meter data?  

6. Is a pulse data recorder attached to the Company’s meter sufficiently accurate for use by PJM in its ancillary markets, or is redundant metering required to meet PJM standards?

7. What are the additional customer costs associated with (1) transferring pulse meter information from the meter to inside the customer’s premise, (2) processing this data into usable format, (3) communicating the data to a 3rd party or PJM?

8. To the extent a customer requests sub-hourly data, what, if any cost recovery charge is appropriate.  For example, would it be appropriate to have a customer charge that varies with the level of sub-hourly metering requested, and, if so, what would those sub-hourly metering charges be?

The Companies should study these issues during the Assessment Period.  A collaborative process should be used, and the results should be included in the plan filed with the Commission in two years.  Upon conclusion of the Assessment Period, the Companies should provide a thorough cost/benefit analysis for review by the parties.  

THEREFORE, I MOVE THAT the Office of Special Assistants prepare an Order consistent with this motion.

April 15, 2010
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James H. Cawley








Chairman

� R.B at 11.


� Pennsylvania Power Company’s Equity Ratio of 65.11% as of December 31, 2009 is considered outside the zone of reasonableness.
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