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I.  HISTORY OF THE PROCEEDING


On December 10, 2001, Hatfield Township Municipal Authority (Hatfield or Complainant) filed a complaint against PECO Energy Company (PECO or Respondent) with the Pennsylvania Public Utility Commission (Commission).  Hatfield alleges that the discount rate PECO proposes to use in the calculation of the lump sum required for Hatfield to buyout its competitive transition charge (CTC) and intangible transition charge (ITC) payment obligations, is different than the discount rate PECO used in an earlier buyout agreement with another customer.  Hatfield requests that the Commission direct PECO to use the same discount rate in determining its (Hatfield’s) lump sum buyout amount that it (PECO) used earlier in determining the lump sum buyout amount for another customer.



On January 31, 2002, PECO filed an answer and new matter.  PECO avers that it proposes to use an appropriate discount rate in the calculation of Hatfield’s lump sum CTC/ITC buyout amount.  



This case was assigned to me by Notice dated February 7, 2002.  The Notice also stated that a Prehearing Conference would be held on April 9, 2002.



On March 5, 2002, I issued a Prehearing Conference Order.  The Prehearing Conference was held as scheduled on April 9, 2002.  During the prehearing conference, a schedule for the submission of pre-filed written testimony, the conduct of an evidentiary hearing, and the submission of briefs, was established in this case.



Hatfield submitted the pre-filed written testimonies and exhibits of E. Martin Shane.  Mr. Shane is a self-employed energy consultant.  Hatfield St. 1 at 2.



PECO submitted the pre-filed written testimonies and exhibits of Stephen R. Xander and Alan B. Cohn.  Mr. Xander is employed by PECO as Manager, Tariff Administration in the Regulatory & Affairs Department.  PECO St. 1 at 1.  Mr. Cohn is employed by PECO as a Corporate Planning Specialist.  PECO St. 2 at 1.



An evidentiary hearing was held as scheduled on October 2, 2002.  Messieurs Shane, Xander and Cohn were examined, and their pre-filed testimonies and exhibits were admitted into evidence.
  The transcribed record in this case consists of 149 pages.



Main and reply briefs were filed by both parties.

II.  FINDINGS OF FACT


1.
PECO witnesses Stephen R. Xander and Alan B. Cohn participated in the negotiations which led to the settlement of the proceeding regarding PECO’s application for approval of its restructuring plan.  (PECO St. 1 at 3; PECO St. 2 at 5).



2.
In June 1999, Philadelphia Suburban Water Company (PSW) contacted PECO regarding its interest in a lump sum buyout of its CTC/ITC obligations.  (PECO St. 2-R at 21).



3.
On November 29, 2000, PECO and PSW entered into an “Agreement for CTC/ITC Buyout.”  (Hatfield St. 1.0 at 6; Hatfield St. 1.0-SR, attachment).



4.
PSW’s lump sum payment was calculated by PECO using an after- tax cost of capital figure of 8.71%.  (PECO St. 2-R at 21; Hatfield St. 1.0-SR, attachment).



5.
The 8.71% after-tax cost of capital figure used in the calculation of PSW’s lump sum buyout was taken from the testimony of PECO’s rate of return witness, Joseph Brennan, in the proceeding regarding PECO’s application for approval of its restructuring plan.  (PECO St. 2-R at 21).



6.
PECO’s financial statements (Forms 10Q and 10K) filed with the Securities and Exchange Commission (SEC) show that PECO’s after-tax cost of capital ranged from 5.27% - 5.77% during the period from June 1999 through December 2000.  (Hatfield St. 1.0 at 11-12; Hatfield Ex. 6 at 2).



7.
By order entered January 11, 2001, the Commission approved the CTC/ITC buyout contract between PECO and PSW in which the 8.71% after tax cost of capital figure was used.  (Hatfield St. 1.0 at 6; Hatfield St. 1.0-SR, attachment).


8.
By order entered June 22, 2000, in regard to PECO’s application to merge with Unicom Corporation, the Commission approved an agreement between PECO and the National Railroad Passenger Corporation (Amtrak), giving Amtrak the option of buying-out its CTC/ITC obligations with a lump sum payment on any of eight specified dates from October 1, 2000 through July 1, 2002.  All eight lump sum payment amounts were calculated using an after tax cost of capital figure of 8.71%.  Amtrak, however, did not exercise its option to buyout its CTC/ITC obligations.  (Hatfield St. 1.0 at 13; Hatfield Ex. 7; Attachment Hatfield 1-18).



9.
Hatfield is a municipal authority that operates a sewage treatment plant, does financing for the township, and provides municipal services.  (Tr. 45).



10.
Hatfield is an HT customer of PECO.  (Hatfield St. 1.0 at 15; Tr. 47).



11.
In March 2001, Hatfield contacted PECO regarding its interest in a lump sum buyout of its CTC/ITC obligations.  (Hatfield St. 1.0-SR at 21).



12.
In June 2001, PECO informed Hatfield that the discount rate which would be used in the calculation of its lump sum buyout payment would be 3.93%.  (Hatfield St. 1.0-SR at 21).



13.
PECO’s financial statement filings (Forms 10Q and 10K) with the SEC show that PECO’s after-tax cost of capital for March 2001 was 3.93%.  (Hatfield St. 1.0 at 11-12; Hatfield Ex. 6 at 2).



14.
PECO’s financial statement filing with the SEC shows that PECO’s after-tax cost of capital in March 2002 was 4.19%.  (PECO St. 1 at 6-7; PECO St. 2 at 8-9).  



15.
PECO now proposes to use an after-tax cost of capital figure of 4.19% in the calculation of Hatfield’s buyout lump sum payment.  (PECO St. 2-R at 27).

III.  DISCUSSION


The present controversy stems from the Electricity Generation Customer Choice and Competition Act, which is found at Sections 2801-2812 of the Public Utility Code, 66 Pa. C.S. §§2801-2812 (the “Act”).  The Act went into effect on January 1, 1997.  It was enacted to: (1) reduce electricity rates; (2) provide an incentive to businesses to locate, expand and retain their facilities in Pennsylvania; (3) protect the Commonwealth’s ability to compete in the national and international marketplace for industry and jobs; and (4) promote the health, well-being and safety of the public.  66 Pa. C.S. §2802.  To accomplish these goals, electric utilities were required to separate the electric generation component of its service from the transmission and distribution components.  66 Pa. C.S. §2802(14).  The electric utilities’ generation service would then be subject to competition from other electric generation suppliers for customers.  66 Pa. C.S. §2802(14).  



The Act, allows electric utilities to recover over time their stranded costs,
 as determined by the Commission, from customers by applying CTC
 and ITC
 charges to their bills.  66 Pa. C.S. §§2803, 2808, 2812 (g).  The Act also allows for an alternative payment methodology mutually agreed upon by the customer and the electric utility, for payment of the customer’s CTC obligation.  66 Pa. C.S. §2808(b).



The Act required electric utilities to file with the Commission beginning April 1, 1997 and no later than September 30, 1997, “a restructuring plan to implement direct access to a competitive market for the generation of electricity.”  66 Pa. C.S. §2806(d).  PECO filed its restructuring plan with the Commission on April 1, 1997.  By Order entered May 14, 1998, the Commission approved a settlement reached by the parties in regard to PECO’s restructuring plan filing (Restructuring Settlement).  See, Application of PECO Energy Company for Approval of its Restructuring Plan Under Section 2806 of the Public Utility Code, et al., R-00973953, P-000971265 (Final Order entered May 14, 1998).



One of the provisions of the Restructuring Settlement, paragraph 25, provides that HT and certain other customers would have the right to pay all applicable CTC/ITC charges in one lump sum.  Paragraph 25 also provides that PECO and those customers would negotiate a mutually acceptable lump sum using the customer’s most recent twelve months of demand and energy usage as billing detriments applied to the CTC/ITC charges for the entire CTC/ITC recovery period, discounted using PECO’s after-tax cost of capital.  PECO subsequently incorporated this buyout provision in its tariff.



In June 1999, PSW contacted PECO regarding its interest in a lump sum buyout of its CTC/ITC obligations.  (PECO St. 2-R at 21).  On November 29, 2000, PECO and PSW entered into an “Agreement for CTC/ITC Buyout.”  (Hatfield St. 1.0 at 6; Hatfield St. 1.0-SR, attachment).  PSW’s CTC/ITC obligations were discounted using an after tax cost of capital figure of 8.71%.  (PECO St. 2-R at 21; Hatfield St. 1.0-SR, attachment).  By order entered January 11, 2001, the Commission approved the CTC/ITC buyout contract between PECO and PSW.  See, Pennsylvania Public Utility Commission v. PECO Energy Company, R-00973953 (Order entered January 11, 2001).



In March 2001, Hatfield contacted PECO regarding its interest in a lump sum buyout of its CTC/ITC obligations.  (Hatfield St. 1.0-SR at 21).  In June 2001, PECO informed Hatfield that its CTC/ITC obligations would be discounted using an after-tax cost of capital figure of 3.93%. (Hatfield St. 1.0-SR at 21).  Hatfield subsequently brought the present complaint, alleging that its CTC/ITC obligations should be discounted using the same after-tax cost of capital figure of 8.71%, as was used in the case of PSW.


Hatfield has the burden of proof in this proceeding.  In Matt Kenny d/b/a Flower and Flag Depot v. Duquesne Light Company, 86 PA PUC 495 (1996), the Commission described a ratepayer’s burden of proof in the following manner:

It is well settled that where, as in the instant proceeding, a ratepayer is the moving party and files a Complaint with the Commission, the burden to prove that such relief should be granted is on that ratepayer.  Section 322(a) of the Public Utility Code, 66 Pa. C.S.A. §322(a).  The Pennsylvania Supreme Court has held that the term “burden of proof” means a duty to establish a fact by a preponderance of the evidence.  Se-Ling Hosiery v. Margulies, 364 Pa. 45, 70 A.2d 854 (1950).  The term “preponderance of the evidence” means that one party has presented evidence which is more convincing, by even the smallest amount, than the evidence presented by the other side.  If a party has satisfied its burden of  proof it must then be determined whether the opposing party has submitted evidence of “co-equal” value or weight to refute the first party’s evidence.  Morrissey v. PA Dept. of Highways, 424 Pa. 87, 225 A.2d 895 (1987).
86 PA PUC at 498.  Therefore, Hatfield has the burden of proving that its CTC/ITC obligations should be discounted using an after-tax cost of capital figure of 8.71%.



Both parties agree that this case turns on the interpretation of paragraph 25 of the Restructuring Settlement.  Paragraph 25 of the Restructuring Settlement provides in pertinent part that:

All Rate HT industrial customers, LILR customers, and Rule 4.6 and EER customers shall have the right to pay all applicable CTC/ITC charges in one lump sum.  For customers exercising this option, PECO and the customers will negotiate a mutually acceptable lump sum using the customer’s most recent 12 months of demand and energy usage as billing determinants, unless such demand and energy usage will not be representative of the customer’s likely demand and energy consumption during the CTC/ITC recovery period (in which case representative values will be used), applied to the CTC/ITC charges for the entire CTC/ITC recovery period, discounted using PECO’s after-tax cost of capital.  Exercise of the rights in this paragraph and paragraph 26 below shall impose no additional burdens on any other customer classes.  Prior to agreeing to such lump sum payment, PECO shall submit for Commission approval a proposal for determining how the lump sum payment of CTC/ITC will affect reconciliation.  (emphasis added).

Specifically, the issue in this case is whether the words “after-tax cost of capital” mean that the figure of 8.71% should be used in the calculation of all buyouts, as Hatfield contends; or whether PECO’s “present” after-tax cost of capital, a figure that varies over time, should be used in the calculation of buyouts, as PECO contends.



This matter is important to Hatfield and other customers seeking lump sum buyouts because the greater the discount rate, the lower the amount of the lump sum buyout payment.  (Hatfield St. 1.0 at 10).  Hatfield argues that Paragraph 25 of the Restructuring Settlement should be interpreted to mean that PECO must use an after-tax cost of capital figure of 8.71% to discount the CTC/ITC obligations of all eligible customers, regardless of when the buyout is requested, because:

· Its [sic] in its stranded cost claim in its Restructuring filing, PECO used the 8.71% after-tax cost of capital to determine the net present value of the stream of revenues from PECO’s generating plants over life of plants (essentially the same function as the buyout discount rate);

· The 8.71% after-tax cost of capital was the only after-tax cost of capital claimed by PECO in its Restructuring filing;

· PECO used the 8.71% after-tax cost of capital to support the CTC rates proposed in the August 1997 Partial Settlement (which, along with Enron’s alternate plan, was not approved);

· PECO used the 8.71% after-tax cost of capital to evaluate the various Full Settlement proposals; and
· PECO used the 8.71% after-tax cost of capital to calculate the PSW buyout and Amtrak buyout option amounts even though PECO’s actual after-tax cost of capital at the time was much lower – 5.94% (PSW) and 5.75% (Amtrak).

Hatfield M. B. at 3.



PECO argues, however, that its witnesses in this case, Messieurs Xander and Cohn, unlike Hatfield’s witness, Mr. Shane, were involved in the negotiations which led to the settlement in the restructuring case, and that the words “after-tax cost of capital” in Paragraph 25 of the Settlement document was always meant to refer to PECO’s “present” after-tax cost of capital, a figure which varies over time.  PECO M. B. at 20-23.  In support of its position, PECO asserts as follows:


The Restructuring Settlement states that the lump sum calculations are to be “discounted using PECO’s after-tax cost of capital.”  Unlike the numerous other portions of the Restructuring Settlement where agreement was reached to use specific dollar and/or percentage values (PECO St. 1, p. 8), the parties deliberately refrained from designating a particular discount rate.  They did so with full knowledge that PECO’s after-tax cost of capital could and invariably would change, both up and down, during the stranded cost recovery period.  As Mr. Xander explained (PECO St. 1, pp. 10-11):
When the parties to the Restructuring Settlement agreed to discount CTC/ITC Buyouts “using PECO’s after-tax cost of capital,” they simultaneously agreed to numerous settlement provisions that would, when implemented, change PECO’s after-tax cost of capital by affecting PECO’s capital structure.  For example, the Restructuring Settlement approved the issuance of $4.0 billion of new Transition Bonds (debt), with the proceeds of that transaction required by law to be primarily applied to reducing PECO Energy’s capitalization (debt and equity); and it approved the transfer of billions of dollars of generating assets and associated capitalization (equity) to an affiliate company.  All of these effects were anticipated as a result of the agreed terms in the Restructuring Settlement.  Since the parties were clearly agreeing to allow PECO to implement steps that could dramatically change its after-tax cost of capital, it is consistent that when they used the phrase “PECO’s after-tax cost of capital” in paragraph 25 they were talking about the cost of capital as it might change over time as the terms of the Restructuring Settlement were implemented.  If they had intended otherwise, the solution was quite simple.  The Restructuring Settlement would have said the CTC/ITC Buyouts were to be “discounted at 8.71%.”


Mr. Cohn echoed these sentiments when he observed (PECO St. 2-R, p. 10):
The Commission’s Order clearly indicates that it knew in December 1997 that PECO’s cost of capital would change as PECO implemented its corporate restructuring and issued transition bonds.  When the Commission ordered PECO to use a 7.47% discount rate, it analogized stranded investment recovery to “low cost debt or an ‘interest rate’ based on the delayed receipt of CTC revenues.”  (p. 107).  The Commission went on to characterize stranded investment recovery as an investment that had very low risk of non-collection over the terms of the transition period.  The Commission also noted that PECO could further lower its risk by selling transition bonds, which would result in “a new cost of capital associated with the transition bonds.  This cost of capital would be the issuance, servicing and interest costs necessary to fully amortize the transition bonds during the recovery period required pursuant to Section 2812.”  December 23 Order, p. 106.  As Mr. Xander noted in his rebuttal testimony (pp. 10-11), the fact that the parties knew that these events would affect PECO’s cost of capital supports the idea that the phrase “PECO’s after-tax cost of capital” was meant to reflect future changes.

PECO M. B. at 21-22.



If the Restructuring Settlement were a statute which included ambiguous language, we would be required to read it in pari materia so as to give effect to all parts of the legislation if at all possible.  1 Pa. C.S. §§1921, 1932; Bechtel Power Corporation v. Workmen’s Compensation Appeal Board, 70 Pa. Commw. 6, 452 A.2d 286, 288 (1982).  I similarly believe that we must look at the entire Restructuring Settlement in juxtaposition to the Act, in interpreting the meaning of the words at issue in Paragraph 25.  



 I am persuaded in this case by the testimony presented by Messieurs Xander and Cohn which is cited above.  When the words “after-tax cost of capital” in Paragraph 25 are viewed in the context of the entire settlement document, the indication is that those words mean PECO’s “present” after-tax cost of capital, a figure which varies over time.  Record evidence provided by PECO’s witnesses show that the parties to the Restructuring Settlement intended that CTC/ITC buyouts are calculated using discount rates which reflect PECO’s opportunity cost at the time the buyout is requested or negotiated.  I believe that this interpretation of Paragraph 25 also helps ensure the proper balance which the Act and the Restructuring Settlement seek to obtain.  That proper balance is: (1) savings to all customers; (2) the opportunity for certain customers to pay off their CTC/ITC obligations in a lump sum at a discounted rate; and (3) the opportunity for PECO to recover its Commission-determined stranded costs.



I am also influenced by the fact that the figure 8.71% does not appear in Paragraph 25.  Within the context of the entire settlement document, which as PECO’s witnesses testified, includes specific numbers where specific numbers are intended  (PECO  St. 1 at 7-9), I believe that it is more telling that the 8.71% figure was not included, than the fact that the word “present” does not precede the words “after-tax cost of capital.”  I believe that one may more reasonably assume that the words “after-tax cost of capital” refer to present after-tax cost of capital, than to assume that “after-tax cost of capital” means the figure 8.71%.


I am also persuaded by the fact that PECO’s witnesses in this proceeding were involved in the negotiations which led to the Restructuring Settlement.  (PECO St.1 at 3; PECO St. 2 at 5).  They are therefore likely to know what the parties intended by the wording in Paragraph 25.  Hatfield’s witness, however, was not involved in the Restructuring Settlement negotiations.  (Tr. 59).


I therefore find that PECO acted in compliance with Paragraph 25 of the Restructuring Settlement when it most recently offered to discount Hatfield’s CTC/ITC obligations using a rate of 4.19%.  See, PECO St. 2-R at 27.  The 4.19% discount rate represents the after-tax cost of capital figure which appears in the financial statement which PECO filed with the SEC in March 2002.  (PECO St. 1 at 6-7, PECO St. 2 at 8-9).  Conversely, I find that Hatfield did not meet its burden of proving that Paragraph 25 of the Restructuring Settlement should be interpreted to mean that all buyouts must be discounted at the rate of 8.71%, regardless of when the buyout is requested or negotiated.


I note, however, as Hatfield points out, that PECO did not use its actual then-present after-tax cost of capital in negotiating buyouts with PSW and Amtrak in 1999 and 2000.  (Hatfield St. 1.0 at 11-12).  PECO’s after-tax cost of capital during the period from June 1999 through December 2000 ranged from 5.27%-5.77% according to its SEC filings.  (Hatfield St. 1.0 at 11-12; Hatfield Ex. 6 at 2).  PECO, however, used the discount rate of 8.71% in its negotiations with PSW and Amtrak during that time.  (PECO St. 2-R at 21; Hatfield St. 1.0 at 13; Hatfield Ex. 7; Attachment Hatfield 1-18).  PECO claims that the 8.71% figure was taken from the testimony of its rate of return witness in the restructuring proceeding and was used in its negotiations with PSW and Amtrak as a “proxy” present after-tax cost of capital.  PECO M.B. at 14-15; PECO St. 1 at 16-18.  PECO asserts that a proxy after-tax cost of capital figure was used in its negotiations with PSW and Amtrak to reflect the uncertainties surrounding its recent securitization initiative and then-pending corporate reorganization.  PECO M. B. at 14-15; PECO St. 1 at 16-18.  Mr. Xander presented the following testimony in regard to why PECO used 8.71% as the discount rate in the calculation of the PSW buyout, and why it is not appropriate to use that figure today:
Mr. Shane is correct that PECO used 8.71% as the discount rate in its dealings with both PSW and Amtrak.  However, three important things have changed since those negotiations and, because of those changes, 8.71% is clearly no longer an appropriate discount rate to use in CTC/ITC Buyout negotiations.

First, in January 2001, PECO completed its corporate restructuring, and in March 2001 the first post-restructuring balance sheets were finalized and filed with the SEC for PECO.  This meant that, for the first time since the Restructuring Settlement was signed, PECO had available a single set of financial documents that definitively captured the effects of issuing the Transition Bonds and the transfer of the generation assets to an affiliate company.  While some of those effects had been incorporated in prior financial documents as the events occurred (part of the Transition Bonds had been issued), many of the steps approved in the Restructuring Settlement had not yet been finalized.  Since the plans on corporate restructuring were in a state of constant change up through January, 2001, and since there was only one CTC/ITC Buyout negotiation active during that period (the negotiations for the Amtrak CTC/ITC Buyout option were subsumed in the larger Merger Settlement negotiations), PECO did not spend the resources needed to sort out the various changes to its cost of capital during that timeframe.  This is why PECO used the 8.71% discount rate as a reasonable proxy for its cost of capital at the time.  Once the new financial documents became available on March 31, 2001, however, this provided a state of relative completion to the company’s cost of capital situation, and made the comprehensive information easily available.

Second, as Mr. Shane correctly notes in his testimony (p. 7), the Commission’s decision in the PSW CTC/ITC Buyout proceeding, issued in January 2001, placed a new level of risk on PECO’s activities in this area.  The PSW Order contains the following ordering Paragraph 2:  “IT IS ORDERED:  That approval does not preclude the Commission from investigating, during any formal proceeding, the reasonableness of any charges pursuant to the Letter Petition.”  Thus, although the Letter Petition was approved and the PSW CTC/ITC Buyout was able to proceed, it appears that the Commission has left open the possibility that it will later challenge – or entertain a challenge – to the assumptions used in negotiating the PSW CTC/ITC Buyout amount.  Such a challenge, if successful, could put PECO at financial risk for CTC/ITC Buyout amounts.  This was an important factor in PECO re-examining its CTC/ITC Buyout processes in the spring of 2001.
Third, in the Spring-Summer of 2001 PECO received an influx of requests for CTC/ITC Buyouts – primarily from clients of Mr. Shane.  PECO knew, from its experience with PSW, that its current procedures for negotiating CTC/ITC Buyouts needed some improvements, and since it appeared that it would be dealing with a series of negotiations, a team was tasked with studying the PSW negotiations and developing an internal procedure for handling the negotiation requests.  Simultaneous with that effort, PECO re-examined its operating assumptions for CTC/ITC Buyouts, including the appropriate level of cost of capital.
With hindsight, it is of course possible to argue that PECO should have implemented these processes immediately upon receiving the first CTC/ITC Buyout request, from PSW, in the Spring of 1999.  However, these improvements were not implemented until 2001, when all three of the above factors came together.

PECO St. 1 at 16-18.



In deciding this case, it is not necessary for me to determine whether it was reasonable for PECO to use a proxy present after-tax cost of capital in its negotiations with PSW and Amtrak.  The Commission approved the PSW Buyout by order entered June 22, 2000, and this proceeding does not represent a reopening of the record in that case.  Amtrak and PECO never entered into a buyout agreement.  It is enough for me to determine, in this case, as I have, for all the reasons stated above, that Hatfield did not meet its burden of proving that Paragraph 25 of the Restructuring Settlement means that 8.71% must be used to discount the CTC/ITC obligations of all eligible customers, regardless of when the customer requests or negotiates a buyout.
IV.  CONCLUSIONS OF LAW


1.
The Commission has jurisdiction over the parties and the subject matter in this proceeding.  66 Pa. C.S. §§701, 2812(f)(2).



2.
Hatfield had the burden of proof.  66 Pa. C.S. §322(a); Matt Kenney d/b/a Flower and Flag Depot v. Duquesne Light Company, 86 PA PUC 495 (1996).



3.
Hatfield failed to meet its burden of proof.

V.  ORDER


THEREFORE,



IT IS ORDERED:



1.
That the Complaint of Hatfield Township Municipal Authority v. PECO Energy Company at Docket Number C-20016610 is dismissed.



2.
That this proceeding is marked closed.

Date:
February 3, 2003



_______________________________








CHARLES E. RAINEY, JR








Administrative Law Judge

	�	On direct examination the witnesses made corrections to their written testimonies. 


	�	Stranded or transition costs are defined as:





An electric utility’s known and measurable net electric generation-related costs, determined on a net present value basis over the life of the asset or liability as part of its restructuring plan, which traditionally would be recoverable under a regulated environment but which may not be recoverable in a competitive electric generation market and which the commission determines will remain following mitigation by the electric utility.


	


		66 Pa. C.S. §2803.


 


	�	Competitive transition charge (CTC) is defined as:





A nonbypassable charge applied to the bill of every customer accessing the transmission or distribution network which (charge) is designed to recover an electric utility’s transition or stranded costs as determined by the commission under sections 2804 (relating to standards for restructuring of electric industry) and 2808 (relating to competitive transition charge).





66 Pa. C.S. §2808.





	�	Intangible transition charges (ITC) are defined as:





The amounts authorized to be imposed on all customer bills and collected, through a nonbypassable mechanism by the electric utility or its successor or by any other entity which provides electric service to a person that was a customer of an electric utility located within the certificated territory of the electric utility on the effective date of this chapter or that, after this effective date of this chapter, became a customer of electric services within such territory and is still located within such territory, to recover qualified transition expenses pursuant to a qualified rate order.  The amounts shall be allocated to customer classes in a manner that does not shift interclass or intraclass costs and maintains consistency with the allocation methodology for utility production plant accepted by the commission in the electric utility’s most recent base rate proceeding.





66 Pa. C.S. §2812(g).
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