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ORDER

BY THE COMMISSION:

On October 30, 2002, PECO Energy Company (PECO) filed Supplement No. 43 to Tariff Electric – Pa. P.U.C. No. 3 to implement its 2003 State Tax Adjustment Surcharge (STAS) and base rate roll-in of its 2003 Revenue Neutral Reconciliation (RNR) liability.  Supplement No. 43 was filed on 60 days’ statutory notice and has an effective date of January 1, 2003.   PECO will file compliance tariff sheets each year through 2007 to reflect the effect of the roll-in on the otherwise applicable rates.

PECO recovered its 2002 RNR liability in its 2002 STAS. In June 2002, the General Assembly enacted legislation that provided that the RNR rate of 15 mills established under 66 Pa. C.S. §2810(c)(2) for the period beginning January 1, 2002, would remain in effect without further adjustment for periods beginning January 1, 2002, and thereafter. Consistent with 66 Pa. C.S. § 2804(16)(i) and (ii) and our regulations at 52 Pa. Code § 69.55, PECO proposes to permanently recover the effect of the 15 mill RNR addition to gross receipts tax by rolling it into base rates.  Base rate treatment allows the collection of a statutory tax liability on the same permanent basis that it is being assessed by the Commonwealth.

The roll-in will cause PECO’s transmission and distribution (T&D) rates to remain below the T&D rate cap throughout the rate cap period except for calendar year 2006 and will cause its generation rate components (competitive transition charge, intangible transition charge and energy/capacity) to remain above the generation rate cap throughout the remaining rate cap period.  The addition of the RNR to base rates will zero out the prospective application of the RNR as a component of PECO’s STAS.  Therefore, there will be no effective change in total revenues to be recovered from each service classification as a result of the roll-in. 

Along with the roll-in of the RNR, PECO seeks authority to implement a 2003 STAS rate of .04% that is to become effective January 1, 2003. The STAS calculation, reconciles the 2002 STAS revenues to 2002 tax changes, and reflects changes to PECO’s capital stock franchise tax and PURTA liabilities. The reconciliation component of the 2002 RNR produces 2003 STAS rates above the generation rate cap; the RNR reconciliation increase is somewhat offset by non-RNR statutory tax changes that are credited through the 2003 STAS mechanism.

PECO proposes to notify its customers of the proposed rate changes by bill insert as soon as practicable.  Pursuant to 52 Pa. Code § 53.45(g), requirements for public notice of the proposed rate change shall be given in the manner we so direct, and we agree with the method of notification proposed by PECO.

Upon full consideration of the matter before us, we find that approval of the filing is in the public interest.  Based upon the information submitted, we are satisfied that the proposed rates, accurately reflect known and measurable changes in PECO’s state tax liability and, thus, are just and reasonable within the meaning of Section 2804(16)(ii);  THEREFORE,
IT IS ORDERED:
1.  That PECO Energy Company’s request for authority to put into effect on January 1, 2003, Supplement No. 43 to Tariff Electric – Pa . P.U.C. No. 3, is approved.

2.  That PECO Energy Company shall reflect in its generation and transmission charges, for purposes of the Price to Compare, that portion of its tax liability which is attributable to sales of electricity.

3.   That as soon as practicable after the entry of this Order, PECO Energy Company shall notify its customers of the tax increase by bill insert.

4.  That approval of the above tariff change will not preclude this Commission from investigating the financial affairs of PECO Energy Company and, in appropriate cases, ordering refunds or other remedies which may be deemed appropriate.



BY THE COMMISSION,



James J. McNulty



Secretary

(SEAL)

ORDER ADOPTED:  December 19, 2002

ORDER ENTERED:   December 19, 2002
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