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January 24, 2013

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2nd Floor North

P.O. Box 3265

Harrisburg, PA 17105-3265

Re:  Pennsylvania Public Utility Commission v. PPL Electric Utilities Corporation
Docket No. R-2012-2290597

Dear Secretary Chiavetta:

Enclosed for electronic filing is the Answer of PPL Electric Utilities Corporation to the Office of
Consumer Advocate’s Petition for Reconsideration or Clarification in the above-referenced
proceeding. Copies have been provided as indicated on the Certificate of Service.

JHI/j1
Enclosures

cc:  Honorable Susan D. Colwell
Certificate of Service
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CERTIFICATE OF SERVICE

I hereby certify that true and correct copies of the foregoing Answer have been served upon the
following persons, in the manner indicated, in accordance with the requirements of 52 Pa. Code
§ 1.54 (relating to service by a participant).

Via E-Mail & First Class Mail

Tanya J. McCloskey, Esquire
Candis A. Tunilo, Esquire
Darryl Lawrence, Esquire
Office of Consumer Advocate
555 Walnut Street

5th Floor, Forum Place
Harrisburg, PA 17101-1923

Steven C. Gray, Esquire

Daniel G. Asmus, Esquire
Sharon E. Webb, Esquire

Office of Small Business Advocate
300 North Second Street
Harrisburg, PA 17101

Regina L. Matz, Esquire

Bureau of Investigation & Enforcement
PO Box 3265

Commonwealth Keystone Building
400 North Street, 2nd Floor West
Harrisburg, PA 17105-3265

Joseph L. Vullo, Esquire

Burke Vullo Reilly Roberts

1460 Wyoming Avenue

Forty Fort, PA 18704

Commission on Economic Opportunity

Adeolu A. Bakare, Esquire

Pamela C. Polacek, Esquire
MecNees Wallace & Nurick LLC
100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166

PP&L Industrial Customer Alliance

Todd S. Stewart, Esquire

Hawke McKeon & Sniscak LLP
100 N, 10th Street

PO Box 1778

Harrisburg, PA 17101

Dominion Retail, Inc.

d/b/a Dominion Energy Solutions

10401958v1

Scott J. Rubin, Esquire

Public Utility Consulting

333 Oak Lane

Bloomsburg, PA 17815

International Brotherhood of Electrical
Workers, Local 1500

Kenneth L. Mickens, Esquire

The Sustainable Energy Fund of Central Eastern
Pennsylvania

316 Yorkshire Drive

Harrisburg, PA 17111

Sustainable Energy Fund of

Central Eastern Pennsylvania

Daniel Clearfield, Esquire

Carl R. Shultz, Esquire

Eckert Seamans Cherin & Mellott, LLC
213 Market Street, 8th Floor

PO Box 1248

Harrisburg, PA 17108

Granger Energy of Honey Brook LLC &
Granger Energy of Morgantown LLC

Deanne M. O'Dell, Esquire

Eckert Seamans Cherin & Mellott, L1.C
213 Market Street, 8th Floor
Harrisburg, PA 17101

Direct Energy Services LLC

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

Edmund J. Berger, Esquire
Berger Law Firm PC

2104 Market Street

Camp Hill, PA 17011
Richards Energy Group, Inc.



Robert D. Knecht
Consultant for OSBA

Industrial Economics Incorporated
2067 Massachusetts Avenue

Cambridge, MA 02140

Glenn Watkins

Technical Associates, Inc,
9030 Stony Point Parkway
Suite 580

Richmond, VA 23235

Stephen G. Hill

Hill Associates

4000 Benedict Road
Hurricane, WV 25526

John Lucas
112 Jessup Avenue
Jessup, PA 18434

Helen Schwika

1163 Lakeview Drive
White Haven, PA 18661
Dave A. Kenney

577 Shane Drive
Effort, PA 18330

Date: January 24, 2013
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Richard Koda

Koda Consulting

409 Main Street
Ridgefield, CT 06877

Roger D. Colton

Fisher, Sheehan and Colton
34 Warwick Road
Belmont, MA 02478

Via First Class Mail

William Andrews
40 Gordon Avenue
Carbondale, PA 18407

Roberta A. Kurrell
591 Little Mnt. Road
Sunbury, PA 17801
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission,

. ; Docket No. R-2012-2290597

PPL Electric Utilities Corporation.

ANSWER OF PPL ELECTRIC UTILITIES CORPORATION
TO THE OFFICE OF CONSUMER ADVOCATE’S PETITION
FOR RECONSIDERATION OR CLARIFICATION

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

PPL Electric Utilities Corporation (“PPL Electric”) hereby answers the Office of
Consumer Advocate’s (“OCA”) Petition for Reconsideration or Clarification (“Petition™) which
was filed on January 14, 2013 in PPL Electric’s above-captioned 2012 base rate proceeding. The
OCA’s Petition requests that the Pennsylvania Public Utility Commission (“Commission™)
reconsider or clarify its final Opinion and Order that was entered on December 28, 2012
(“Order”) in PPL Electric’s 2012 base rate proceeding. Specifically, OCA requests that the
Commission reconsider or clarify the portion of its Order dealing with storm damage expenses,
which is found at pages 35-38 of the Order. This portion of the Commission’s Order directed:
“PPL to file a rider for storm damage expense recovery within ninety days of the date of entry of
this Opinion and Order.” The Commission also concluded that: “[rlecovery of PPL’s revised
FTY storm damage expenses of $23.199 million shall be through base rates. Any recovery
through a Storm Damage Rider shall be permitted only to the extent that such expense exceeds

the amount included within base rates.” Order, p. 38.
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In order to facilitate the development of a storm damage rider, the Commission directed
PPL Electric to meet with the QCA, Office of Small Business Advocate and the Burcau of
Investigation and Enforcement (“Statutory Parties”). PPL Electric intends to fully comply with
all of these Commission’s directives and orders regarding recovery of storm damage expense
between base rate cases.

The OCA, in its Petition, requested that the Commission direct PPL Electric and the
Statutory Parties to include in the discussions the creation of a storm damage reserve account.

OCA’s Petition regarding storm damage expense is curious because nowhere in its
testimony, exhibits, main brief, reply brief, exceptions or replies to exceptions did OCA address
the issue. Although OCA contends that its Petition meets the legal standard for reconsideration
because the Commission “overlooked” language in the Recommended Decision and evidence
produced by PPL Electric and I&E regarding storm damage expense reserve account, the
Commission could not have “overlooked” any contention of OCA on the subject because there
was none. More importantly, OCA omitted from its Petition any definition of what it means by a
“reserve account.” This omission makes it difficult for PPL Electric and presumably the
Commission to evaluate OCA’s Petition.

In support of its Petition, OCA states that PPL Electric, in its Exceptions, supported the
possibility of “the creation of a storm damage reserve account or a rider for future recovery of
extraordinary storm damage and was not limited to only the creation of a rider for this purpose.”
Petition, p. 3. OCA is mistaken in two respects. First, all references by PPL Electric in its
Exceptions to the means of recovery of storm damage expenses include a single *reserve/tracker
mechanism” or an “automatic adjustment clause.” PPL Electric Exceptions pp. 23-24. Nowhere

does PPL Electric support the creation of a reserve account without tariff provisions for current
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recovery of storm damage expenses between rate cases. Second, nowhere did PPL Electric
suggest that the storm damage automatic adjustment clause be limited to damage from
extraordinary storms.

PPL Electric is not aware of any consensus definition of the term “reserve account.” It is
PPL Electric’s understanding that, in general terms, a “reserve account” represents funds set
aside for specific purposes such as debt service or maintenance. Here, the reserve would be for
storm damage expenses. A reserve would be a contra asset that reduces a corporation’s capital
surplus. The term “reserve account” can apply to either rate-regulated corporations or
unregulated corporations. The term does not identify any particular ratemaking treatment for
recovery of the expense for which the reserve account is being created.

Although PPL Electric is willing to discuss the accounting treatment of storm damage
expenses in conjunction with the establishment of a rider for current recovery of storm damage
expenses between base rate cases, the focus of discussions among PPL Electric and the Statutory
Parties must be the ratemaking treatment of storm damage expenses between basc rate cases,
including the manner in which expenses will be recovered. Focusing the discussion on the
mechanism .for recovery of storm damage expenses is mandated by the Commission’s Order.

The Commission directed that the following issues be discussed: “(1) provisions for
interest on under and over collections; (2) timing of reconciliation; (3) reporting of storm damage
expenses and revenue for their recovery; (4) methods for adjusting the annual level of the
expense in rates; and (5) exact categories of storm damage expense that would be subject to the
reconciliation.” Order p. 37. Thus, the Commission has made it clear that storm damage
expenses between base rate cases are to be recovered on a current basis, that there should be

reconciliation of storm damage expenses and revenues for recovery of storm damage expenses,
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and that rates should be adjusted based on the annual level of the expense. These are all
ratemaking issues and will require a tariff provision — a rider — to implement. A reserve account,
alone, obviously cannot address these issues and would not be compliant with the Commission’s
Order.

Again, PPL Electric is uncertain what OCA intends in its Petition regarding storm
damage expenses. If OCA wishes to include the accounting treatment of storm damage expenses
in discussion of ratemaking issues, PPL Electric does not oppose OCA’s request. If, however,
OCA is suggesting the possibility that issues related to PPL Electric’s substantial and highly
variable storm damage expenses can be resolved by mere accounting entries without current
funding of recoveries, then PPL Electric opposes OCA’s Petition. PPL Electric opposes any
proposal that would purport to resolve storm damage expense recovery issues solely through
accounting entries and defer issues related to recovery of expenses to future litigation as
impractical, contrary to all evidence in the rate case, contrary to the Recommended Decision and,
most importantly, contrary to the Commission’s clear directives in the Order. Certainly, there is
no testimony, exhibit, brief, exception or reply to exceptions by PPL Electric that suggests that

such an approach would be reasonable or appropriate.

Respectfully submitted,
vy

Paul E. Russell (ID # 21643) Datid B. MacGregbr (ID # 28804)
Associate General Counsel Post\& Schell, P.C.
PPL Services Corporation Four Penn Center
Office of General Counsel 1600 John F. Kennedy Boulevard
Two North Ninth Street Philadelphia, PA 19103-2808
Allentown, PA 18106 Phone: 215-587-1197
Phone: 610-774-4254 Fax: 215-320-4879
Fax: 610-774-6726 E-mail: dmacgregor@postschell.com
E-mail: perussell@pplweb.com
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Michael W. Gang (ID # 25670)

John H. Isom (ID # 16569)

Christopher T. Wright (ID # 203412)

Post & Schell, P.C,

17 North Second Street

12" Floor

Harrisburg, PA 17101-1601

Phone: 717-731-1970

Fax: 717-731-1985

Post & Schell, P.C. E-mail: mgang@postschell.com
E-mail: jisom@postschell.com
E-mail: cwright@postschell.com

Of Counsel:

Date: January 24, 2013 Attorneys for PPL Electric Utilities Corporation
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