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ORDER

BY THE COMMISSION:


On November 1, 2006, PPL Electric Utilities Corporation (“PPL” or “Company”) filed Supplement No. 50 to Tariff Electric-Pa. P.U.C. No. 201 (“Supplement No. 50”) to become effective January 1, 2007.


The purpose of the filing is to flow through to customers an annual credit to reflect the phase-out of funding of the Sustainable Energy Fund and a one-time credit to reflect a refund of certain crude oil overcharges, to become effective for service rendered on and after January 1, 2007.  If approved, PPL states that Supplement No. 50 would produce an overall rate decrease of approximately $4.6 million (0.15%). 



In Supplement No. 50, PPL proposes to reduce its distribution base rates for the following two items: an annual credit of approximately $2.9 million to reflect the 
phase-out of funding of the Sustainable Energy Fund (“SEF”); and a one-time credit of approximately $1.7 million to reflect a refund for certain crude oil overcharges.  PPL proposes that the credit for the phase-out of SEF funding would continue on an annual basis until the Company’s next distribution base rate increase and that the cost of service data submitted in that filing would not reflect any funding for SEF.  PPL also proposes that the credit for the crude oil overcharges would continue through 2007, at which time PPL would request another adjustment to its distribution base rates to remove that item. 


PPL states that under the terms of its 1998 restructuring settlement, at Docket No. R-00973954, all of the parties agreed that the Company would allocate 0.01¢ per kWh, on all power sold, from its distribution revenue to fund SEF.  PPL furthers states that in its 2004 distribution rate case, at Docket No. R-00049255, it proposed to continue funding SEF through December 31, 2009.   Finally, PPL states that the Commission only approved ratepayer funding of SEF through December 2006, and that to reflect a phase-out of the funding over a two-year period, the Commission adjusted the Company’s claim and allowed an annual expense of approximately $2.9 million (including applicable gross receipts tax).  Therefore, PPL states that it must reduce its distribution rates by approximately $2.9 million to reflect the phase-out of funding of SEF.


Also, according to PPL, in the late 1980’s, the U.S. Department of 
Energy (“DOE”) investigated the price of crude oil sold during the period August 1973 through January 1981 and established refund procedures under which purchasers of refined petroleum products could apply to DOE for a refund of overcharges collected by DOE.  Pursuant to DOE’s refund procedures, PPL’s predecessor, Pennsylvania Power & Light Company (“PP&L”), filed for a refund of crude oil overcharges.  In 1991, PP&L received a refund of approximately $1.7 million, which was flowed through to customers on a 
dollar-for-dollar-basis through the Energy Cost Rate then included in PP&L’s tariff.  In 2006, PPL received two additional refunds for crude oil overcharges totaling $1,707,919, which it proposes to pass through to its retail customers.


Before filing Supplement No. 50, PPL states that it considered including these credits in one of the automatic adjustment clauses currently included in its retail tariff; such as, the Competitive Transition Charge.  However, PPL rejected that approach because these clauses are specifically and narrowly defined in the tariff.  The Company also states that it considered waiting to reflect these credits in its next distribution base rate case, but rejected that approach since it would not flow these credits through to customers on a timely basis.  Finally, PPL states that it reviewed the option of reflecting these credits in the energy and capacity charges on its bills, but rejected that approach because shopping customers would not receive the credits.


To calculate the appropriate SEF related reduction for each rate schedule, PPL proposes to divide the total SEF credit of approximately $2.9 million by total sales in the 2007 test year; multiply the resulting credit per kWh by the 2007 test year sales for each rate schedule; and divide the results by the forecasted 2007 revenues for each rate schedule to develop a percentage reduction to be applied to all components of each rate schedule.  



To refund the crude oil overcharges, PPL proposes to utilize a similar methodology to calculate the reductions for each rate schedule, which will only be effective during 2007.  PPL states that it will file another tariff supplement in late 2007 to reverse the crude oil overcharge refund, to be effective January 1, 2008.  


A reconciliation mechanism is not proposed for either credit.  However, PPL states that at the end of 2007 it will determine, based on actual 2007 sales, the amount of the crude oil overcharge refund passed through to retail customers.  If the Company has flowed through to customers more than the refund it received from the DOE, it states that it will take no further action.  However, PPL states that if it has flowed through to customers less than the refund it received from the DOE, the Company will donate the full amount of any shortfall to Operation HELP.


PPL submits that the reduction of distribution base rates, as proposed in this filing, is in the public interest and should be approved by the Commission for the following reasons.  First, the proposed approach promptly returns the credits to customers.  PPL argues that although a utility generally would wait until its next base rate case to implement such rate reductions, these credits are unique.  Second, reducing distribution base rates to return these credits to customers avoids the need to use other provisions of PPL’s tariff for this purpose.  Rather than attempting to fit these credits into the existing automatic adjustment clauses, PPL believes that simply reducing distribution base rates is the better approach.  Third, PPL believes that the proposed rate reductions track, as closely as possible, the ratemaking associated with the charges which gave rise to these two credits.


The Commission has examined the proposed tariff supplement and has determined that it appears to be reasonable and consistent with the public interest; THEREFORE,


IT IS ORDERED:

1. That Supplement No. 50 to Tariff Electric – Pa. P.U.C. No. 201, filed November 1, 2006, is hereby approved, consistent with this Order.
2. That this Order is without prejudice to any formal complaints timely filed against the proposed Tariff.
3. That the proceeding at Docket No. R-00061920 shall be marked closed by the Commission Secretary’s Bureau.

BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:
December 21, 2006
ORDER ENTERED:
December 21, 2006
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