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ORDER
BY THE COMMISSION:



On February 22, 2002, PPL Electric Utilities Corporation (“PPL”)  filed Supplement No. 24 to Tariff Electric-Pa. P.U.C. No. 201 (“Supplement”) to become effective April 23, 2002.   


By this filing, PPL is requesting permission to reconcile its Competitive Transition Charge (“CTC”) collections on a customer class basis, rather than on a rate schedule basis.  PPL is proposing this change so that its CTC reconciliation procedures will be consistent with its Intangible Transition Charge (“ITC”) reconciliation procedures, which currently are performed on a customer class basis.  In addition, the proposed change should reduce CTC undercollections from certain rate schedules which have experienced declining sales in recent years.



Currently, PPL reconciles its CTC collections on an individual rate schedule basis and reconciles its ITC collections on a customer class basis.  This difference in methodology significantly complicates PPL’s calculation of its stranded cost recovery and the Commission’s review of these calculations.  PPL collects approximately 70% of its stranded costs through the ITC, and therefore believes it would be appropriate to use the Commission-approved ITC reconciliation approach for its CTC reconciliation.



Furthermore, over the past three years, annual sales in several rate schedules have declined significantly, thereby reducing the amount of CTC revenue collected each year.  The magnitude of the CTC reconciliation adjustment that can be implemented to recover these annual undercollections is constrained by the rate caps, leading to deferred recovery of stranded costs.  If this trend continues, it is likely that application of the CTC for certain rate schedules will extend beyond December 31, 2009.  Extending the time period for recovery of stranded costs will delay full implementation of a competitive retail market for customers receiving service under the affected rate schedules.  In addition, because some rate schedules will be affected by this undercollection balance and others will not, customers may be confused by the different CTC application periods.



In contrast to the CTC reconciliation procedures discussed above, PPL reconciles its ITC collections on a customer class basis.  Under this approach, individual rate schedules are grouped into three broad customer classes for reconciliation purposes: (1) residential, (2) small commercial and industrial, and (3) large commercial and industrial.  As part of the annual ITC reconciliation, overcollections or undercollections experienced by an individual rate schedule are spread across an entire customer class.  As a result, declining sales in individual rate schedules do not produce recurring ITC undercollections.



PPL has indicated that it believes that reconciliation of both CTC and ITC collections on a customer class basis will reduce the complexity of its CTC and ITC filings, and will reduce CTC undercollections with the potential for extension of certain CTC collection periods.  Thus, PPL is requesting permission to modify the current CTC reconciliation approach by adopting, in its place, the Company’s ITC customer class reconciliation approach.



PPL’s proposal is in the public interest for at least the following three reasons: 

· The proposal creates CTC reconciliation procedures which are fully consistent with PPL’s current ITC reconciliation procedures;

· it resolves the CTC undercollection issue described above;

· PPL’s proposal is consistent with the CTC reconciliation procedures utilized by at least one other major Pennsylvania electric utility, namely PECO.


Upon approval, the Company proposes to utilize the modified procedures to reconcile its CTC collections for calendar year 2002.  The results of that reconciliation will first appear on customer bills in January 2003.  PPL will include an insert with its January 2003 bills describing any changes in its CTC charges and briefly summarizing the modifications to the CTC reconciliation procedures.


Investigation and analysis of the proposed tariff filing indicates that the proposed changes appear to be in the public interest;  THEREFORE,



IT IS ORDERED:



1.  That Supplement No. 24 to Tariff Electric-Pa. P.U.C. No. 201 be and hereby is approved.



2.  That this Order is without prejudice to any formal complaints timely filed against the proposed Tariff.



4. That this proceeding at Docket No. R-00027213 be closed.


BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  April 11, 2002

ORDER ENTERED:  April 11, 2002
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