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I.
HISTORY OF THE PROCEEDING
This Recommended Decision approves, without modification, the Joint Petition for Settlement of All Issues which the parties filed on September 14, 2006.
On April 7, 2006, Duquesne Light Company (“Duquesne Light”)
 filed Tariff Electric-Pa. P.U.C. No. 24, replacing in its entirety its Tariff Electric-Pa. P.U.C. No. 23, to become effective June 6, 2006, containing proposed changes in distribution rates, rules and regulations calculated to produce approximately $143.7 million in additional annual revenues, based upon a future test year ending December 31, 2006.  Additionally, Duquesne Light informed the Commission that transmission service charges reflected in retail rates are expected to increase by approximately $19.2
 million, effective June 1, 2006.  Pursuant to 66 Pa. C.S. §1308(d), the filing was suspended by operation of law on June 6, 2006, until January 6, 2007.

By Order entered May 4, 2006, the Commission instituted an investigation on its own motion to determine the lawfulness, justness, and reasonableness of the rates, rules and regulations contained in the proposed Tariff Electric-Pa. P.U.C. No. 24.  The May 4 Order also (1) suspended proposed Tariff Electric-Pa. P.U.C. No. 24 by operation of law until January 6, 2007; (2) stated that the investigation shall include consideration of the lawfulness, justness, and reasonableness of Duquesne Light’s existing rates, rules and regulations; and (3) assigned the case to the Office of Administrative Law Judge (OALJ) for prompt scheduling of such hearings as may be necessary culminating in the issuance of a Recommended Decision.  By notice dated May 4, 2006, OALJ assigned this proceeding to me.

The Commission held a prehearing conference on May 12, 2006.

The following filed complaints against the proposed increase: Duquesne Industrial Intervenors (DII)
 and Industrial Energy Consumers of Pennsylvania (IECPA);
 Irwin A. Popowsky, Consumer Advocate (OCA); Bernadine Creighton;
 David J. McAdams;
 Office of Small Business Advocate (OSBA); Richard O. Tommarello;
 and Pennsylvania Large Energy Users Coalition (PLEUC).  Charles E. Swintek filed a formal complaint on July 10, 2006.  By letter dated July 24, 2006 I informed Mr. Swintek of his duties as a party to this proceeding and gave him the opportunity to withdraw his complaint if it was not his intention to participate as a party to the full extent expected of a party.  Mr. Swintek did not respond to my letter.  On August 22, 2006 Michael W. Gang, Esquire, counsel for Duquesne Light, called Mr. Swintek and left a message for him to return the call and indicate his intent regarding his complaint.  During a conversation with Mr. Swintek on August 23, 2006, he stated that he would send me a letter withdrawing his complaint, but I have not received such a letter.  By an interim order issued August 29, 2006 I directed Mr. Swintek to have a letter in my office by September 7, 2006 indicating if he was going to actively pursue his complaint or withdraw it, failing which I would dismiss his complaint for failure to prosecute.  Mr. Swintek did not comply with the order, has not filed testimony in this proceeding and has not been active in any other way.  The order at the end of this Recommended Decision dismisses his complaint for failure to prosecute.
Duquesne Light filed answers to all of the complaints.
The following filed petitions to intervene: International Brotherhood of Electrical Workers Local 29 (IBEW); Constellation NewEnergy, Inc. (CNE) and NRG Energy Center, Pittsburgh (NRG); Citizen Power, Inc. (Citizen Power); Citizens for Pennsylvania’s Future (PennFuture); Retail Energy Supply Association (RESA); Strategic Energy, LLC (Strategic Energy); Direct Energy, LLC (Direct Energy); Reliant Energy, Inc. (Reliant Energy); Comcast of California/Pennsylvania/Utah/Washington, Inc. (Comcast); Community Action Association of Pennsylvania (CAAP); and Wal-Mart Stores East, LP. (Wal-Mart). 
I granted the petitions of IBEW, CNE and NRG at the prehearing conference held May 12, 2006.  Duquesne Light filed an answer to the petitions of Citizen Power and PennFuture, not opposing them but stating that it reserved the right to object to any attempt by Citizen Power, PennFuture or any other party, to raise issues unrelated to the base rate case. 



OTS filed a notice of appearance.
On May 17, 2006 Duquesne Light issued Supplement No. 1 to Electric-Pa. P.U.C. No. 24, suspending the proposed rates to January 6, 2007.

On June 19, 2006 I issued a Protective Order.  On June 21, 2006 I issued First Interim Order granting the petitions to intervene filed by the following: Citizen Power; PennFuture; RESA; Strategic Energy; Direct Energy; Reliant Energy; Comcast; CAAP; and Wal-Mart.  

On July 7, 2006, pursuant to the procedural schedule I adopted, the following filed direct testimony: OTS, OCA, OSBA, PennFuture, Comcast, CAAP, CNE, NRG, Wal-Mart, DII, Direct Energy and Strategic Energy.

On July 12, 2006 Vice Chairman James H. Cawley requested that the parties and I address certain directed issues in this proceeding.  On July 13, 2006, pursuant to the Commission’s Procedures Manual, Section 402(G), the Secretary of the Commission sent the parties a letter attaching the directed issues.
On July 12, 2006 ALJ Nemec presided over a public input hearing in Beaver Falls, Pennsylvania.  On July 13, 2006 I presided over public hearings in two locations in Pittsburgh.  The testimony admitted into the record at the public input hearings is summarized below.

On August 2, 2006 the following served rebuttal testimony:  Duquesne Light, OTS, OCA, OSBA, DII, Direct Energy, and Strategic Energy.

On August 16, 2006 the following served surrebuttal testimony: OTS, PennFuture, DII, Direct Energy and Strategic Energy.  The parties served the testimony among themselves in electronic format only.  This is because on August 16, 2006 they reached a settlement on all issues but those raised by the electric marketers.

On August 18, 2006, counsel for Duquesne Light informed me that all parties had reached a full settlement of the case.

As noted above, on September 14, 2006, OTS, OCA, OSBA, DDI, PLEUC, IBEW, CNE, NRG, Reliant Energy, Citizen Power, PennFuture, CAAP, RESA, Strategic Energy, Direct Energy, Comcast, Wal-Mart and Duquesne Light (hereinafter collectively referred to as Joint Petitioners) executed and filed a Joint Petition For Settlement Of All Issues (Settlement).  The Industrial Energy Consumers of Pennsylvania (“IECPA”), a party to this proceeding, does not object to the settlement.  Mr. Swintek, who was served with a copy of the Settlement, has not responded to the Settlement.  The Settlement is attached hereto as Appendix A and is incorporated herein.
On September 20, 2006 the Joint Petitioners filed a Stipulation for Admission of Testimony and Exhibits into the Record (Stipulation).  The Stipulation included the testimony referred to above.  By a third interim order issued September 21, 2006 I admitted the testimony into the record and closed the record effective September 29, 2006.
II.
PUBLIC INPUT HEARING TESTIMONY
A.
Beaver Falls



This public input hearing took place on July 12, 2006 and began at 7:00 p.m.  Seven witnesses testified.


Petrina Sichak, Tr. 37-39, is one of 11 Customer Assistance Program (CAP) managers for Duquesne Light and the utility specialist for North Hills Community Outreach.  Ms. Sichak described CAP and testified that the need for utility assistance has grown each year for the past three years.


Fred Charlton, Tr. 40-43, is employed by USAIR [sic] and stated that his rates were going up to the extent that he is being penalized because he consumes relatively little amounts of electricity.  He also believes those with all electric homes should not get a better rate.  Finally, he complained that Duquesne Light does not provide a place where he can pay for his bills in cash.

Donna Kozlik, Tr. 43-46, is employed by Conservation Consultants, Inc. (CCI) as a scheduler of the Smart Comfort Program.  She schedules Smart Comfort visits for Duquesne Light’s low income customers.  She described the Smart Comfort Program and indicated awards it has received.


Doris Carson Williams, Tr. 47-48, is president and CEO of the African American Chamber of Commerce of Western Pennsylvania, a nonprofit trade association.  She supports Duquesne Light because it has been a good neighbor which has supported her organization.  She believes Duquesne Light deserves its rate increase.


Jonathan Bruce, Tr. 49-52, is CEO for Bruce & Merilees Electric Company, which employs over 250 people and works on several Duquesne Light substation projects.  The work required it to hire 20-40 more field employees, which has a positive effect on the local economy.  He is in favor of Duquesne Light’s proactive system upgrade because Duquesne Light is reinvesting in the community. 

Tom Karczewski, Tr. 52-55, is the principal of Beaver Falls High School.  The Big Beaver Falls Area School District has an extremely positive relationship with Duquesne Light.  Duquesne Light has donated desks and chairs and has contributed over $100,000 to the schools in the past five years.  In addition, Duquesne Light has issued $5,000 scholarships to two high school seniors.


Eugene DeSimone, Tr. 56-57, is retired.  He asked if rates went down as a result of nuclear-generated electricity, whether consumers paid twice by paying for the generation plant and by paying for the electricity and whether extending power lines to New Jersey would result in New Jersey residents paying less for electricity than Pennsylvania residents.

B.
Shaler Villa Volunteer Fire Department, Pittsburgh, Pennsylvania


This public input hearing took place on July 13, 2006 and began at 10:00 a.m.  Seventeen witnesses testified.


Shawn Flaherty, Tr. 73-78, is the State Representative for the 30th Legislative District.  He stated that the overall consensus is that Duquesne Light is a good corporate citizen.  He urged the Commission to review the rate increase request with sensitivity toward customers.  Representative Flaherty Exhibit No. 1, a collection of about 500 signatures, e-mails and letters regarding the increase, was admitted into the record.


Gerald Schiller, Tr. 79-81, opposes the increase.  He stated that Duquesne Light’s management has credibility problems because in 2000 Duquesne Light’s positive public statements caused its stock to rise and then cut its dividend a year later when the truth of its financial position was revealed.

David Price, Tr. 81-89, is night manager for the Brashier Association located in the South Side of Pittsburgh.  For 25 years he has been involved with community groups which represent those on fixed income and the working poor.  He is concerned with Duquesne Light’s complaint rate, termination rates and personnel problems.  Too many customers are requesting payment plans.  Granting the increase would be a hardship on low income and fixed income residents.  

Amy Strutt, Tr. 90-91, is a legislative assistant for State Representative Shawn Flaherty.  She is a single mom and has a disability.  She is also a consumer advocate for the Office of Vocational Rehabilitation.  She knows many people who cannot afford to pay more for electricity and believes that the amount Duquesne Light is requesting is too high.

Heather Sage, Tr. 91-94, works for Citizens for Pennsylvania’s Future.  Duquesne Light customers have enjoyed cost savings in the post 1996 restructuring years so it is reasonable that rates increase at some level.  But renewable energy and energy conservation programs have not developed in this part of the State.  The Commission should require Duquesne Light to invest in a comprehensive program to increase and encourage energy conservation from customers.

Andrea Boykowycz, Tr. 94-96, is a customer of Duquesne Light, and asks that Duquesne Light commit to a cleaner, more energy-efficient future.  It should create a fund to support renewable energy projects.

Karen Wagner, Tr. 96-99, is a Universal Services manager for Holy Family Institute.  She administers Duquesne Light’s CAP and CARES programs.  She described the programs.  As of the end of June 2006, 24,318 families were enrolled in the CAP program.

Victor Fiore, Tr. 100-110, is president of Local 29 of the International Brotherhood of Electrical Workers (IBEW) and represents Duquesne Light employees.  Duquesne Light is making an important investment in the future of Pittsburgh and Beaver County.  He described Duquesne Light’s investment in its electrical delivery system.  He praised Duquesne Light CEO Morgan O’Brian for adopting a back-to-basics policy, a good safety program and training and hiring new employees to replenish the workforce.  He believes the rates need to go up to keep the electrical system reliable and to have well-trained employees doing their job safely.

James Stein, Tr. 110-114, noted that other prices have gone up while Duquesne Light’s have not.

Stanley Kaczmorski, Tr. 114-116, is an employee of the Allegheny County Controller’s Office.  Allegheny County does not have the money in its budget to pay higher electric rates.

John Duchess, Tr. 116-118, is vice president of WG Tomko, a company which has contracted with Duquesne Light to provide it with two 8-inch underground high pressure conduit lines to provide more capacity to Duquesne Light’s system.  This shows that Duquesne Light is trying to provide the service everyone seems to want. 

John Heggestad, Tr. 116-120, is retired from Mine Safety Appliances, a Pittsburgh company.  He asked how Duquesne Light’s expenses and costs compare with other well-run electric utilities in the United States.  He has lived in about seven areas before moving to Pittsburgh and the service interruptions here are greater than he experienced in the other areas.

Judith Perman, Tr. 121-123, operates Perman Funeral Home.  She believes Duquesne Light should have raised its rates gradually over the past 18 years.

Roger Lyle, Tr. 124-125, is retired.  He stated that Pennsylvania has one of the largest numbers of retired persons living on fixed incomes and that a 20 percent increase would be a burden on them.

Timothy Sullivan, Tr. 125-128, a teacher in the Pittsburgh Public School system, has been paying Duquesne Light for his electric service since about 1963.  He stated that asthma comes from worn out tires which emit microscopic pieces of material and from coal-fired plants.  A program of using sustainable energy would help reduce the number of children with asthma.

John Fagan, Tr. 128-129, a member of the Shaler Villa Volunteer Fire Company and a member of the Shaler Township Fire Police, praised Duquesne Light for its response to power outages, but he added that not many individuals have received a 20 percent increase in pay.

Elizabeth Riley, Tr. 129-131, has experienced power surges in her home which have destroyed light bulbs and appliances.  Duquesne Light reimbursed her partially for her loss.
C.
Castle Shannon Fire Department, Pittsburgh, Pennsylvania


This public input hearing took place on July 13, 2006 and began at 2:00 p.m.  Five witnesses testified.


Michael Selep, Tr. 147-151, is a social worker for Holy Family Institute and has worked in Duquesne Light’s Universal Services Department since 1999.  He described the Universal Services program and Duquesne Light’s CAP and Smart Comfort program.  His testimony is similar to that of Karen Wagner who testified at the Shaler Villa Volunteer Fire Department.


Margaret Holmes, Tr. 152-154, receives public assistance and food stamps.  She has trouble paying her bills.  A Duquesne Light spokesperson indicated that Duquesne Light personnel were available to talk to her about Duquesne Light’s CAP.


Fred Sargent, 154-159, is chairman of Sargent Electric Company and has done work for Duquesne Light over the years and is working on Duquesne Light’s infrastructure upgrade.  He explained the work Sargent Electric Company is doing on the upgrade.  He believes that the upgrade will result in an excellent system.


Mark Byrne, Tr. 159-163, is an administrator for a nonprofit organization.  He noted that Duquesne Light’s reasoning for an increase is satisfactory but the unfair obligation residential customers must endure is not.  It is inequitable that the percentage increase to residential customers would be greater than to non-residential customers even though they use less as a class.

Kris Moser, Tr. 163-166, is a software engineer.  He compared the rates of Duquesne Light and Allegheny Power, noting that Duquesne Light’s are 32 percent higher.  He believes Duquesne Light could have spread its upgrade program over a longer period of time.
III.
THE SETTLEMENT


The Settlement contains the following sections: introduction, background (or history of the proceeding), settlement provisions, public interest, settlement conditions and a conclusion.  Attached to the Settlement are four appendices.  Appendix A is a tariff supplement; Appendix B is the proof of revenues; Appendix C contains the allocation of the revenues to the various customer classes; and Appendix D contains statements from 16 parties in support of the Settlement.  



The Settlement provisions are set forth in full on pages 7-12 of the Settlement and are summarized briefly here.  



The effect of the Settlement on residential rates is as follows:
	
	Effective on Date 

of Rate Filing
	Proposed
	As Settled

	Residential Customer

(600 kWh/mo.)
	$63.87/mo.
	$75.86/mo.
	$74.23/mo.


A.
Revenue Requirement


1.
Duquesne Light will be permitted to increase distribution rates designed to produce an increase of $117 million in annual operating revenues based upon the billing determinants as proposed by Duquesne Light for the 12 months ended December 31, 2006, as adjusted for ratemaking purposes.


2.
The increased rates reflect the following specific components:

a.
 45.0% common equity ratio.
b.
The Settlement rates reflect a level of pension expense based upon expected Pension contributions of $20 million per year.  
c.
Participation in the CAP reflected in the revenue requirement is 27,000 customers.  
d.
Duquesne Light will increase annual Low-Income Usage Reduction Program (LIURP or Smart Comfort) funding by $350,000 from $1,181,000 to $1,531,000 to permit the Company to provide LIURP service under its existing program to up to 2,250 customers per year.
e.
Duquesne Light’s jurisdictional separation study of distribution and transmission costs is approved. 
B.
Revenue Allocation and Rate Design

1.
The revenue allocation set forth in Appendix C scales back Duquesne Light’s proposed distribution increases to the classes in a non-proportional manner to provide for further movement of the classes toward system average return.  

2.
Residential Rate Design – Duquesne will be permitted to increase the Rate RS, Rate RH and Rate RA customer charge to $7.00/month.  


3.
All Other Classes – The increase for each other class will be recovered first from the proposed customer charge and then using the rate design for demand and energy charges as originally proposed.


4.
Duquesne Light will continue Rule 4 under its current terms but apply it only to distribution charges.


5.
The credit for untransformed service under Rate L will be increased to $.70/kW/mo.  The additional revenue deficiency resulting from the increased credit will be reflected in the Rate L demand charges in this proceeding.


6.
In its next general rate proceeding, Duquesne Light will present an evaluation of the potential for separating the GS/GM rate schedule and, if deemed appropriate, propose a separation.

C.
Riders

1.
Rider 21, Universal Service Charge, will be removed under the terms set forth in paragraph 17b.3.


2.
Rider 20, DSIC is withdrawn.


3.
Duquesne will be permitted to implement the Transmission Service Charge (TSC) as filed in Exhibit NJDK-1 of Duquesne Light Statement No. 14, and attached as part of Compliance Tariff (Appendix “A” hereto).  

D.
Other Issues


1.
Duquesne Light will evaluate the proposals of other parties relating to energy conservation and education, time of use metering and economic development and will make proposals deemed by it to be appropriate as to such matters in its filing to implement POLR rates effective January 1, 2008, subject to recovery of costs commencing with completion of such proceeding.  


2.
Duquesne Light will provide a contribution of $1.5 million per year for each of the four years 2007 through 2010 to be administered by the Pennsylvania Energy Development Authority (PEDA) to fund renewable energy projects that meet the requirements of Tier 1 technologies specified in the Alternative Energy Portfolio Standards Act (Act 213) and/or to fund energy efficiency and energy education projects.  At least 75% of the funds will be expended on projects located in the service territory of Duquesne Light and the remaining 25% of the funds may be spent on projects that benefit directly the customers of Duquesne Light’s service territory.


3.
The parties agree to consider the development of a Purchase of Accounts Receivables (POAR) program for suppliers serving residential and small commercial customers in Duquesne Light’s territory as a potential alternative to full unbundling of POLR costs in distribution rates.  


4.
As part of Duquesne Light’s filing to establish Default Service (i.e. POLR) rates effective January 1, 2008, Duquesne Light will submit an analysis addressing whether any portion of Duquesne Light’s operations is subsidizing its affiliates, including its affiliate EGS, Duquesne Light Energy.  Duquesne Light may also include an analysis of whether any portion of Duquesne Light’s operations is subsidizing other EGSs.


5.
Duquesne Light agrees to utilize a consolidated billing program which accepts “rate ready” bill information from participating EGSs.


6.
Duquesne Light, to strengthen its commitment to the development of the competitive market, will:

Convene meetings including (i) biannual service meetings with interested EGSs, and include participation from Duquesne Light’s Supplier Service Center and the operational personnel of EGSs that are serving customers in Duquesne Light’s service territory, to discuss retail supplier issues, and (ii) one additional meeting per calendar year among Duquesne Light, all interested EGSs, and interested Commercial and Industrial customers to discuss customer choice issues.



The Settlement, which has satisfied the requirements of a very diverse set of customer types addresses all issues raised by the testimony the parties filed.  It is in the public interest for the reasons set forth in the next section of this decision.
IV.
THE SETTLEMENT IS IN THE PUBLIC INTEREST


As noted, the parties in this proceeding represent many interests.  OTS, OCA and OSBA represent the public interest, the interests of residential customers and the interests of small business customers, respectively.  In addition the parties include large industrial customer groups, representatives of electric generation suppliers and representatives of public interest groups.  To reach a settlement of all issues with all parties in such a base rate case is unusual.  It represents hours of negotiation and a great deal of cooperation.  The Settlement addresses, or takes off the table, every contested issue in this proceeding.  Because all of the diverse interests represented by the parties have been satisfied, the Settlement benefits Duquesne Light’s customers.  It saves the parties and the Commission the time and expense of fully litigating this matter.  The parties have avoided the need to prepare for and participate in hearings, prepare briefs, reply briefs, exceptions, replies to exceptions and possible appellate litigation.  Duquesne Light’s customers benefit from this cost savings.



The increase in distribution rates of $117 million under the Settlement is a fair compromise in the case and appears necessary to support Duquesne Light’s ongoing significant infrastructure improvement plan, the principle reason for Duquesne Light’s rate increase request.  The Settlement increase represents about 81% of Duquesne Light’s proposed increase of $143.7 million and will remedy Duquesne Light’s declining financial condition as discussed in the direct testimony of Morgan K. O’Brien.  Duquesne Light St. No. 1, p. 2.  Without this rate increase, Duquesne Light projected, on a pro forma basis, a return on equity of negative 1.48 percent for calendar year 2006.  Duquesne Light St. No. 1, p. 2.  This was clearly insufficient.  


Under the Settlement, Duquesne Light will annually contribute $20 million to its pension plans and provides for recovery of this amount. Settlement Appendix D.1.  This ensures that adequate funds will be contributed to Duquesne Light’s pension plans.  The annual contribution of $20 million will maintain and slightly improve the current percentage levels of funded status of Duquesne Light’s pension plans.  Duquesne Light St. No. 2-R, p. 13.   The assurance of such funding also is consistent with the Pension Protection Act of 2006 (H.R. 4), signed into law by President Bush on August 17, 2006, which essentially requires defined benefit pension plans to become (and remain) 100% funded by 2015.



The CAP participation level of 27,000 customers in the Settlement provides for continued expansion of CAP during 2007 and 2008 and that Duquesne Light may seek recovery of additional CAP costs outside a general rate proceeding if CAP participation levels exceed 27,000.  This will allow Duquesne Light to provide expanded assistance to its customers that qualify for the CAP program over the next several years.  Also, bills to CAP customers will not change as a result of the rate increase.  This means CAP customers will receive no increase in their bills as a result of this proceeding and discounts of the standard residential bill following the rate increase will increase.  The additional LIURP funding of $350,000 per year will allow Duquesne Light to increase the number of customers that may be served under LIURP from 1750 to 2250 per year.  This provides additional funding to help low-income customers reduce their energy usage and electric bills.



Another benefit of the Settlement is that the Parties were able to agree upon specific allocations of the revenue increase among the rate classes and upon specific rate designs for the rate classes.  As Duquesne Light notes in its Statement in Support of the Settlement: 

“[T]hese issues are often among the most contentious in a base rate proceeding.  The ability of the Parties, with vastly different interests, to achieve full resolution of these issues demonstrates, in and of itself, the reasonableness and fairness of the result.  
Settlement Appendix D.1., p. 4.
The OCA points out, 

In light of the reduced revenue requirement in this case, this approach will provide further movement of the classes toward the distribution system average return, while ensuring that the rate increases for all classes are reasonable.

OCA Statement in Support of the Settlement, Settlement Appendix D, p. 5.


Importantly, the proposed Settlement reflects the Commonwealth Court’s recent decision in Lloyd v. PA PUC, __ A.2d __, 2006 WL 2191336 (Pa. Cmwlth. 2006) (“Lloyd”) where the Commonwealth Court overturned the Commission’s decision on revenue allocation to the classes.  Duquesne Light’s Statement in Support of the Settlement demonstrates how the Settlement accomplishes this:

In Lloyd, the Court held that “cost of service” was to be the “polestar” of revenue allocation, but recognized that the Commission had discretion to consider other factors.  Duquesne Light’s requested revenue allocation was fully responsive to these requirements.  While Duquesne Light considered the total bill effect and limited the increase in the total bill to any class to 1.4 times the average increase to mitigate the effects of increases on customers, each class’s proposed revenue increase also reflected an independent analysis of the distribution and transmission cost of service separately.  In Duquesne Light’s proposed revenue allocation, transmission is moved to full cost of service for each class to avoid competitive advantage to POLR service because EGSs pay cost of service transmission rates.  In addition, under the proposed revenue allocation, distribution rates for all classes are moved substantially toward the system average return and classes with negative returns (principally heating classes) are moved to the point where they at least provide for a positive return.  The results are fully compliant with the Lloyd decision.


Second, in arriving at the revenue allocation under the Settlement, a non-proportional scale back was employed in reducing the proposed rate increase from $143.7 million to $117.0 million.  While all classes, other than certain heating classes, receive less than the proposed rate increase, the non-proportional scale back brings distribution classes, particularly the residential class, even closer to the system average return by providing for less than a full scale back to the residential class and assigns more of the reduction to large commercial and industrial classes which have higher class returns under Duquesne Light’s cost of service study.  See, Duquesne Light St. No. 11 and Exhibits HSG-1 through HSG-8.


The revenue allocation and rate design proposed in the Settlement reflect the agreement of all Parties, including OSBA and the representatives of large industrial customers who were the lead appellants in Lloyd.  As a result of this complete Settlement, the ALJ and the Commission will not be required to resolve these difficult revenue allocation and rate design issues.  

Settlement Appendix D.1., pp. 4-6.


The Settlement adopts Duquesne Light’s Transmission Service Charge (TSC) Rider.  The Rider will ensure that customers do not overpay or underpay for transmission service and provide more competitively neutral transmission rates over time because shopping customers obtain transmission service from EGSs who pay full cost of service rates.  Duquesne Light St. No. 12, p. 23.
  This is in the public interest and is in accord with Lloyd.



Duquesne Light’s agreement to withdraw Rider 21 mitigates the potential for automatic changes between base rate cases for universal service costs when base rates include recovery of universal service costs to support the Company’s programs.  Duquesne Light had not previously used Rider 21.  The removal of the Rider eliminates a controversial issue.


Removal of the DSIC eliminates controversy and litigation over a type of Rider that this Commission has previously rejected.  See, Pa. P.U.C. v. PPL Electric Utilities Corp., 237 PUR4th 419, 432. 



Duquesne Light will evaluate other Parties’ proposals regarding energy conservation and education, time of use metering and economic development initiatives and will make proposals regarding these matters in its next POLR filing.  These issues were especially important to PennFuture.  See PennFuture St. Nos. 1, 2 and 3.  



Duquesne Light will contribute $1.5 million per year for each of the four years 2007 through 2010 to fund certain renewable energy projects and/or to fund energy efficiency and energy education projects.  This was especially important to PennFuture and Citizen Power and demonstrates Duquesne Light’s support for renewable energy and energy conservation and its willingness to compromise with the Parties to achieve the Settlement.



In response to issues which certain electric generation suppliers (EGSs) raised, Duquesne Light agreed to conduct several studies and implement initiatives to assist in creating a more robust generation market in Duquesne Light’s service area.  The POAR program for EGSs serving residential and small commercial customers in Duquesne Light’s service territory is a potential alternative to full unbundling of POLR costs in distribution rates.  If the Parties do not reach an agreement on these issues by October 31, 2006, issues regarding unbundling of POLR costs will be presented in Duquesne Light’s POLR proceeding to establish rates effective January 1, 2008, and Duquesne Light will submit an analysis in that proceeding addressing the further unbundling of distribution costs and purchase of receivables.  


Duquesne Light’s use of a consolidated billing program which accepts “rate ready” bill information from participating EGSs should make it easier for EGSs to provide service in Duquesne Light’s service territory thereby promoting competition.  Efforts to promote competition are in the public interest.



The meetings the Settlement sets up between Duquesne Light and EGSs will benefit customers by facilitating communications between Duquesne Light, EGSs and customers concerning procedures and options to obtain generation service from suppliers.  The meetings between Duquesne Light and EGSs before Duquesne Light’s next POLR filing will provide valuable input for Duquesne Light’s consideration.
V.
VICE CHAIRMAN’S DIRECTED QUESTIONS


As noted in the History of the Proceedings above, Vice Chairman James H. Cawley requested that the parties and I address certain directed issues in this proceeding.  The questions are addressed below.
A.
Do fixed charges for residential and small or medium commercial customer distribution services discourage conservation of energy?  If so, what other revenue decoupling models can be implemented that would optimally meet the dual needs of providing incentives for consumers to conserve energy, while providing reasonably stable revenues for utilities?


Duquesne Light’s witness William V. Pfrommer discussed the Vice Chairman’s directed questions.  See Duquesne Light St. No. 12-R, pp. 21-28.  His responses are summarized in Duquesne Light’s Statement in Support of the Settlement and are repeated in great part in this section of this decision.  Duquesne Light Statement in Support of the Settlement, Settlement Appendix D.1., pp. 9-11.


Mr. Pfrommer explained that the distribution business cannot be considered a stand-alone business and that the effect of the changes in distribution rates must be considered as part of the overall cost to the customer to purchase electricity, i.e. distribution charges that include a fixed component must be considered along with transmission and generation charges.  Mr. Pfrommer also indicated that it was unlikely that wasteful consumption will occur in this case because of increases in fixed charges where overall or total bills for electric service are increasing.  Duquesne Light also notes that under the Settlement, the customer charge for residential customers is $7.00 per month.  This is considerably less than the residential customer charge of $11.50 per month that Duquesne Light originally proposed and within the range of the customer charges of other Pennsylvania electric distribution companies.
  The modest (8%) increase in the residential customer charge under the Settlement will not serve to discourage conservation as this is a relatively small percentage of the average customer’s monthly bill.



Regarding small or medium commercial customers, Mr. Pfrommer explained the expected levels of revenue from fixed charges, demand charges and commodity charges are not significantly changing in this case.  Over 93% of the revenue from these customers (when supply charges are included) is expected to come from commodity and demand charges.  Therefore, retaining a fixed charge is not expected to discourage conservation.


The OCA responded as follows:


As customer charges, or fixed charges, are increased, this necessitates a lower energy charge. Since it is the kilowatthour [sic] energy charge that is saved, or avoided by the customer, as a result of conservation efforts, the lower the energy charge, the lower the incentive or savings from conservation.  OCA St. 3R at 5.


Revenue decoupling mechanisms should be carefully considered and should only be considered as part of a comprehensive energy conservation program.  For Duquesne, residential heating customers represent less than 3% of the Company’s energy requirements, and revenue instability from conservation activities by these customers would not be expected to be significant.   OCA St. 3R at 5.  


For low-income households, a significant portion of their energy consumption is non-discretionary, making it difficult or impossible for customers to respond to the rate design.  Additionally, energy usage in such households is generally driven by factors largely outside the ability of the household to control.  As such, conservation through programs such as LIURP should be encouraged.  OCA St. 4R at 7-8.    

OCA Statement in Support of the Settlement, Settlement Appendix D.1., pp 8-9.



OSBA witness Brian Kalcic addressed the directed questions in his Rebuttal Testimony.  OSBA St. No. 2, pp. 14-17.  They are reproduced below, starting with his response to this first directed question.
Q.
Do you have any comments?
A.
Yes.  In theory, any fixed charge will diminish a conservation price signal simply because the charge is unavoidable.  However, whether or not the hypothetical conversion of a fixed distribution charge into a variable or usage-based charge would lead to more conservation is unclear.  While the resulting price signal would be stronger, the incremental increase in that price signal may or may not be significant.

For example, at present rates, the Company’s total revenues are broken down as follows: distribution – 22.9%, transmission – 2.9% and generation – 74.2%.
  These figures represent system averages. The actual weight given to distribution charges will vary by rate class, and by customer within each rate class.  However, for most customers, the decision to conserve is more likely to be driven by potential savings in generation costs than by distribution costs, due to the much greater (relative) weight given to generation charges on a customer’s monthly bill.

Q.
Where does a revenue-decoupling mechanism enter into this discussion?
A.
Consider the case where a utility’s fixed distribution charges were to be abandoned in favor of usage-based charges, and usage per customer were to decline due to a conservation response.  In such circumstances, the utility would experience revenue erosion.  A revenue decoupling mechanism is intended to sever the link between a utility’s kWh sales and revenues, and provide some measure of revenue stability.

Generally, with a revenue decoupling mechanism in place, a utility would be allowed to track and to recover lost usage-related revenues from ratepayers in a subsequent period(s).  In practice, however, the mechanism does more than keep the utility “whole.”  By severing the link between sales and revenues, a revenue decoupling mechanism drastically reduces a utility’s underlying business risk.
  Therefore, if the Commission were to adopt a revenue decoupling mechanism, it should also implement a commensurate reduction in the utility’s allowed return on equity. 

OSBA St. No. 2, p. 14-15.



DII's witness Stephen J. Baron responded to the directed questions.  DII St. No. 1‑R, pp. 29-32.  His responses are set forth here and in the following sections of the directed question discussion.

The first principle of rate design should be that, to the extent feasible, rates should reflect cost of service.  This means that residential rates should generally include a customer charge and a kWh charge.  If residential customers are demand metered, it is also appropriate, based on generally accepted and reasonable cost of service methodologies, to incorporate a kW demand charge in the rate design, reflecting the maximum 15 minute demand during the month or during the on-peak period (if time differentiated pricing is implemented).  If rates are set based on cost of service, customers will receive proper and efficient price signals that will guide their consumption.  Such rates do not either discourage or encourage conservation, but rather encourage efficient and economic use of energy.  While it is true that, all else being equal, higher kWh rates will result in lower consumption (and thus "conservation"), it does not follow that this is an optimal outcome.  If off-peak energy, for example, is lower cost than on-peak energy, efficiency is not promoted by raising the off-peak rate, simply to discourage usage.  If rates are based on cost, including cost based fixed charges where justified, customers will face prices that are consistent with the costs of providing each component of electric service and make rational consumption decisions.
The response of CNE, NRG and Reliant Energy:

Fixed distribution charges for residential and small or medium commercial customers may or may not influence a customer’s decision to voluntarily conserve energy.  A larger piece of a customer’s bill is the energy charge, and because it is the larger piece of the bill it will likely be the driver for customer energy conservation.  In essence, the amount of the total bill and the accuracy of the price signals contained in the bill are the elements that will drive customers to conserve energy.
CNE, NRG and Reliant Energy Statement in Support of Settlement, Settlement Appendix D.8., p. 3.
B.
Do declining block rate designs remove the incentive for consumers, especially RA and RH residential consumers and small to medium sized commercial and industrial customers (“C&I”), to conserve energy?  If so, should declining block rates for supply and distribution services be phased out over time?



The declining block demand and energy charges for all but one of the general service non-space heating distribution rate schedules applicable to commercial and industrial customers have been eliminated.
  Duquesne Light St. No. 12-R, p. 26.  Regarding rates RA and RH stated in the Vice Chairman’s question, Mr. Pfrommer explained that these rates are applicable only to eligible customers who have installed qualified electric space heating.  Duquesne Light’s declining block rates should not remove the incentive for these customers to conserve because by nature, these consumers in general are energy conscious during the heating season because this is their period of highest use and highest bills.”  Duquesne Light St. No. 12‑R, p. 26.  In addition, Mr. Pfrommer explained that eliminating declining block rates for these customers would have resulted in an even greater increase in their electric bills during the heating season.  Duquesne Light St. No. 12-R, p. 26.  Duquesne Light chose not to eliminate the declining block structure for these customers in order to mitigate their rate increase.



The declining block rate structure is a legacy from pre-restructuring rate designs.  In Duquesne Light’s POLR III proceeding, Duquesne Light retained its existing rate structure but gave nearly all customers rates that were 15% lower than POLR I rates.  (Docket No. P‑00032071, Duquesne Light St. No. 1, p. 13, Duquesne Light St. No. 4, p. 3)  This provided an equal benefit to customers upon elimination of CTC charges.  As explained by Mr. Pfrommer, Duquesne Light believes that declining block rates for distribution service should be eliminated over time but should not be done all at once.  Duquesne Light St. No. 12-R, pp. 26-27.  



The OCA responded as follows:

Declining block rates generally affect residential customer incentives to conserve energy, but there can be a cost basis for this form of design.  For Duquesne, the Rate RS customers do not pay a declining block rate.  The Duquesne residential heating customers pay winter rates that include some declining block structure, but since this usage is off-peak, there is a cost basis for this design.  OCA St. 3R at 6.  If modification to the declining nature of blocks is considered, it should be done in moderation to avoid rate shock.  
OCA Statement in Support of the Settlement, Settlement Appendix D.1., p. 9.



OSBA witness Kalcic:

Q.
Please comment.

A.
All changes in consumption occur at the margin, e.g., it is the last 500 kWh per month that might be conserved by (say) more efficient lighting fixtures, not the first 500 kWh.  To the extent that a customer’s first 500 kWh of usage cost more than the last 500 kWh due to declining block rates, such rates do, in theory, act to diminish the customer’s incentive to conserve.  However, as in the case of fixed charges, whether or not the elimination of declining block rates would lead to more conservation is unclear.


I note that Duquesne has proposed to eliminate declining block distribution rates for GS/GM customers in this proceeding, as part of its efforts to address the diverse types of load within the class.  The OSBA supports this proposal, since the Company’s existing declining block rate structure is not cost based.

Q.
Does the OSBA favor the elimination of declining block rates for supply service?

A.
Yes.  As in the case of distribution service, a declining block rate structure for supply service is not cost based, and discriminates against the smaller users within the class.
OSBA St. No. 2, p. 16.



DII Witness Baron:

The response to the previous question addressed this question to some extent.  If declining block rates are cost justified, then such rate designs are appropriate and do not represent an impediment to conservation.  With regard to rates for distribution services, distribution costs are fixed and should, to the extent feasible, be recovered from larger customers through a kW demand charge (please see my response earlier in this testimony to the filed testimony of Penn Future [sic] witness Paul Chernick). 

The response of CNE, NRG and Reliant Energy:

Declining block rates impede the conservation of energy.  These rate designs by their very nature encourage the use of more energy in order to realize the lower rate.  Declining block rates will discourage energy conservation and should be eliminated if energy conservation is the goal.
CNE, NRG and Reliant Energy Statement in Support of Settlement, Settlement Appendix D.8., p. 3.

C.
Do demand based charges, and in particular demand based charges for default supply service, remove the incentive for consumers, especially small to medium sized C&I customers, to conserve energy?  If so, should demand based rates for such customers be phased out over time?


Mr. Pfrommer explained that demand based charges do not necessarily remove the incentive for customers to conserve.  Duquesne Light St. No. 12-R, p. 27.  Mr. Pfrommer further noted that “Relatively higher demand charges may encourage load management, while a higher weight of energy charges may encourage conservation.  The more important issue is to send the appropriate price signal to the customer through rates that reflect the cost of service.”  Duquesne Light St. No. 12-R, p. 27.



OSBA Witness Kalcic:
Q.
Please comment.

A.
To some extent, a demand-based distribution charge is similar to the fixed charge discussed earlier.  While demand charges are not completely unavoidable, energy conservation measures may leave a customer’s monthly demand relatively unaffected.  If so, the incentive to conserve energy would be theoretically diminished, compared to the case where demand charges were eliminated in favor of energy charges.

Q.
Does the OSBA favor the elimination of demand charges for supply service?



A.
Yes.  Such charges are a remnant of the pre-restructuring era, and are generally inconsistent with today’s market prices for generation service.
OSBA St. No. 2, p. 17.


DII Witness Baron:

No.  As discussed in response to Question No. 1, it is appropriate to design rates based on cost of service.  In the case of POLR supply service, the cost of market based power in the PJM market includes both an energy cost component and a capacity charge in the form of a kW demand charge.  The PJM market structure includes demand charges to insure that adequate reliability is maintained in PJM among Load Serving Entities.  It would be contrary to economic pricing principles to ignore the underlying wholesale pricing structure in the development of POLR supply rates.  This means that demand charges should be reflected in POLR default service pricing.

The response of CNE, NRG and Reliant Energy:

Demand charges may have the effect of encouraging energy conservation.  Large Industrial customers are typically aware that one way to reduce their monthly energy bills is to control their peak demand.  Many of the larger customers use energy conservation programs to “clip their peaks” to provide these savings.  However, the large Industrial customers may be more educated about their energy consumption patterns than small to medium sized customers because their default service is hourly.  Since default service pricing for small to medium sized customers is not responsive to changing wholesale market conditions, these customers do not receive appropriate price signals regarding their usage.
CNE, NRG and Reliant Energy Statement in Support of Settlement, Settlement Appendix D.8., p. 4.
D.
Can and should rate designs vary among customer classes?  For example, larger industrial and commercial (“C&I”) customers generally have a much smaller percentage of their revenues attributable to distribution services.  Given this dynamic, does the commodity design of supply service rates provide adequate incentive for larger C&I customers to conserve energy?



Mr. Pfrommer explained that rate designs should vary by customer class taking into account allocated cost of service, cost causation, customer bill impacts, and other factors.  Duquesne Light St. No. 12-R, p. 28.  Mr. Pfrommer also noted that, in general, fixed costs should be recovered in a fixed charge and energy-related costs should be recovered in an energy charge.  Mr. Pfrommer also recognized that many other factors should be considered when designing rates such as economic considerations for smaller customers, willingness of customers to accept price volatility and other policy considerations.



The OCA responded as follows:

Rate designs need not be consistent among customer classes.  Customer classes differ in levels of sophistication, metering capabilities and usage characteristics.  Given these differences, rate designs are likely to differ among the customer classes.  OCA St. 3R at 6-7. 

OCA Statement in Support of the Settlement, Settlement Appendix D.1., p. 9.



OSBA Witness Kalcic:

Q.
Do you agree that rate designs should vary among customer classes?

A.
Yes.  In fact, I am unaware of any electric utility that recovers its distribution revenue requirement solely from kWh-based charges within each of its rate schedules.  I would also agree that, all else equal, one would expect that larger C&I customers would be least affected by distribution-related conservation price signals, given the much smaller weight given to distribution charges on such customers’ bills.

OSBA St. No. 2, p. 17.


DII Witness Baron:

Yes, rate designs should vary by customer class.  There are substantial cost differences that must be recognized in the design of rates for individual customer classes.  Customers on large power rates typically have much higher load factors than residential and small commercial customers.  They also take service at primary and transmission voltages, which means that it costs less to obtain the POLR supply for these customers.  It would be both economically inefficient and inequitable to ignore these cost differences among customer classes in the design of rates.  Also, as discussed in a previous answer, though ideally, each rate should be comprised of customer, demand and energy charges, residential and small commercial customers do not usually have demand meters and therefore it is not feasible to include a demand charge for these rates.  For larger customers with demand meters, it is appropriate to include a demand charge in the rate design, reflecting the underlying cost structure of the service.  Because most large C&I customers in Duquesne's service territory currently purchase generation supply from EGSs, it cannot be determined whether the designs of the EGS rates provide incentives to conserve electricity.  Presumably, EGS offers to customers are based on each customer's anticipated load shape, the costs that the EGS will incur to serve the customer and the rate design negotiated between the customer and the EGS.  Duquesne's current fixed-price POLR option for large C&I customers includes on-peak and off-peak pricing.

The response of CNE, NRG and Reliant Energy:

There should be a gradual move to fixed distribution rates for all rate classes.  Sending the proper price signals to customers is important in promoting energy conservation.  Different customer classes may respond to different price signals depending on their ability to modify their energy consumption.  It is the size of the total bill and the ability to receive market based price signals that drive changes to customer consumption resulting in energy conservation.  As stated above, the most critical element is delivering the price signal to the customer.
CNE, NRG and Reliant Energy Statement in Support of Settlement, Settlement Appendix D.8., p. 4.

VI.
CONCLUSIONS OF LAW


1.
The Commission has jurisdiction over the parties to and the subject matter of this proceeding.



2.
The Joint Petition for Settlement of All Issues is in the public interest.



3.
The Joint Petition for Settlement of All Issues meets the requirements of the Commonwealth Court’s recent decision in Lloyd v. PA PUC, __ A.2d __, 2006 WL 2191336 (Pa. Cmwlth. 2006).
VII.
RECOMMENDED ORDER



THEREFORE:



IT IS ORDERED:



1.
That the complaint of Charles E. Swintek against Duquesne Light Company at Docket No. R-00061346C0008 is dismissed for failure to prosecute.


2.
That all motions pro hac vice are granted nunc pro tunc.


3.
That the complaints of Duquesne Industrial Intervenors and Industrial Energy Consumers of Pennsylvania at Docket No. R-00061346C0001; Irwin A. Popowsky, Consumer Advocate, at Docket No. R-00061346C0002; Office of Small Business Advocate at Docket No. R-00061346C0005; and Pennsylvania Large Energy Users Coalition at Docket No. R-00061346C0007 are dismissed as having been satisfied.



4.
That the Joint Petition for Settlement of All Issues filed by the parties at Docket Nos. R-00061346, R-00061346C0001, R-00061346C0002, R-00061346C0005 and R‑00061346C0007, including all terms and conditions, is approved without modification.



5.
That the Commission’s investigation at Docket No. R-00061346 be marked closed.



6.
That Duquesne Light Company is authorized, to file the tariff attached to the Joint Petition for Settlement of All Issues as Appendix A, and that the rates contained in the tariff shall go into effect on or after January 6, 2007.
Dated:
October 4, 2006

















Larry Gesoff








Administrative Law Judge

� 	Duquesne Light provides electric distribution and transmission service to approximately 580,000 customers in Allegheny and Beaver Counties, Pennsylvania.  Duquesne Light is a “public utility” and an “electric distribution company” as defined under the Public Utility Code, see 66 Pa. C.S. §§ 102 & 2803, serving customers within its certificated service territory approved by this Commission and subject to the regulatory jurisdiction of this Commission.  Duquesne Light also serves as Provider of Last Resort (POLR or Default Service) to customers that are not being served by an electric generation supplier (EGS).  





	� 	This is an estimate of the transmission increase that the Company anticipates submitting to the Federal Energy Regulatory Commission (FERC) for approval.  The actual increase will be reviewed by FERC subject to its rules, regulations and procedures.





	�	 Originally, Administrative Law Judge (ALJ) Michael A. Nemec and I were jointly assigned to this proceeding with me as Lead Judge.  On July 10, 2006, I informed the parties that I would be the sole presiding ALJ after the conduct of the public input meetings.





	� 	DII’s members are as follows:  ALCO, Inc.; Allegheny Ludlum Corporation and Rome Metals, LLC; Bayer AG; BOC Gases; Carnegie Mellon University; Giant Eagle, Inc.; PPG Industries, Inc.; Shanango Incorporated; The Techs Industries, Inc.; United States Steel Corporation; University of Pittsburgh; and University of Pittsburgh Medical Center.





	� 	IECPA’s members are as follows: Air Liquide Industrial U.S. LP; Air Products and Chemicals, Inc.; BOC Gases; Carbone of America; Carpenter Technology Corporation; Certain Teed Corporation; Ervin Industries, Inc.; Hershey Foods Corporation; Knouse Foods Cooperative, Inc.; LWB Refractories; NOVA Chemicals, Inc.; NRG Energy Center; PPG Industries; Praxair, Inc.; Rohm and Haas Company; Standard Steel; The Proctor & Gamble Paper Products Company; United States Steel Corporation; and World Kitchen, Inc.





	� 	The Commission docketed Ms. Creighton’s complaint at Docket No. R-00061346C0003.  By a letter to her dated May 23, 2006 I indicated what is expected of a party to a base rate proceeding and told her that if she did not wish to participate she could withdraw her complaint or authorize counsel for Duquesne Light to file a certificate of satisfaction regarding her complaint.  Ms. Creighton spoke to me by telephone on May 24, 2006, indicating that she did not wish to pursue her complaint although she still objects to the proposed increase.  I connected her to the office of Michael W. Gang, Esquire, counsel for Duquesne Light.  He was on vacation so, at my request and while I was on the telephone, Ms. Creighton authorized Mr. Gang to file, pursuant to 52 Pa. Code §5.24(b), a certificate of satisfaction regarding her complaint.  Duquesne Light filed a certificate of satisfaction on May 25, 2006.  Ms. Creighton did not object and her complaint has been removed from the caption and the service list of this proceeding.





	�	The Commission docketed Dr. McAdams’ complaint at Docket No. R-00061346C0004.  I sent him a letter identical to the one I sent Ms. Creighton (See footnote 1).  On June 6, 2006, Duquesne Light filed a certificate of satisfaction regarding his complaint.  Dr. McAdams did not object and his name has been removed from the caption and the service list of this proceeding.





	� 	The Commission docketed Mr. Tommarello’s complaint at Docket No. R-00061346C0006.  I sent him a letter identical to the one I sent Ms. Creighton (See footnote 1).  On June 23, 2006, Duquesne Light filed a certificate of satisfaction regarding his complaint.  Mr. Tommarello did not object and his name has been removed from the caption and the service list of this proceeding.





	�	Duquesne Light considers its proposal in its initial filing to bring transmission service to cost of service to be pro competition.





	�	To illustrate, based upon each company’s current tariff, West Penn Power Company’s residential customer charge is $5.00 per month, Citizens Electric of Lewisburg’s residential customer charge is $3.56 per month, Metropolitan Edison Company’s residential customer charge is $6.67 per month, Pennsylvania Electric Company’s residential customer charge is $6.81 per month, Pennsylvania Power Company’s residential customer charge is $8.89 per month, PPL Electric Utilities Corporation’s residential customer charge is $8.00 per month, PECO Energy Company’s residential customer charge is $5.18 per month, Pike County Light and Power Company’s residential customer charge is $5.29 per month, Wellsboro Electric Company’s residential customer charge is $7.20 per month and UGI Utilities, Inc.’s residential customer charge is $5.50 per month.


�  	This figure assumes 100% POLR load, i.e., no shopping.  See Attachment DFR IV-A Future, page 6 of 10.


� 	For example, a utility’s sales (and earnings) would no longer be impacted by weather or economic conditions.


� 	CNE, NRG and Reliant Energy filed a joint Statement in Support of Settlement.





� 	For settlement purposes, the declining block demand charge for Rate L has been reduced from three to two rate blocks.  The remaining blocks were not eliminated in this case to ameliorate a disproportionate effect on low load factor customers.
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