	
	PENNSYLVANIA

PUBLIC UTILITY COMMISSION

Harrisburg, PA.  17105-3265
	


	
	Public Meeting held December 4, 2008

	Commissioners Present:
	


	James H. Cawley, Chairman         
	

	Tyrone J. Christy, Vice Chairman 
	

	Robert F. Powelson
	

	Kim Pizzingrilli 
	

	Wayne E. Gardner
	


	Pennsylvania Public Utility Commission

v.
PPL Electric Utilities Corporation
	Docket Number:

R-2008-2066381


ORDER

BY THE COMMISSION:

On September 25, 2008, PPL Electric Utilities Corporation (“PPL” or “the Company”) filed Supplement No. 66 to Tariff Electric – Pa. P.U.C. No. 201, to become effective November 24, 2008.  On November 12, 2008, the Company filed to voluntarily postpone the effective date of Supplement No. 66 to December 5, 2008.  Supplement No. 66 proposes:

1) To establish a Rate Schedule SE Rate Mitigation Plan; and

2) To modify the Company’s existing Rate Stabilization Plan (“RSP”) Rider as it relates to Rate Schedule SE – Energy-Only Street Lighting Service.

PPL’s proposed Rate Schedule SE Rate Mitigation Plan implements a multi-year phase-in to market rates for Rate Schedule SE – Energy-Only Street Lighting Service, through a series of declining base rate credits.  These base rate credits are designed to partially offset increases in energy and capacity rates which are expected to occur on January 1, 2010, when the Company’s generation rate cap expires.  PPL is proposing this plan specifically for Rate Schedule SE service because it expects the percentage increase in capacity and energy prices for this rate schedule to be significantly greater than the increases anticipated for its other rate schedules.
  The Rate Schedule SE Rate Mitigation Plan will apply in addition to the RSP Rider already in place in Tariff No. 201,
 which was also designed to mitigate the effects of the rate cap expiration by allowing customers to make additional payments on their electric bills through December 2009, and to receive corresponding credits on their bills for January 2010 through December 2011.  However, the Company is also proposing, in Supplement No. 66, to modify the RSP Rider as it applies to Rate Schedule SE customers in order to account for the lower rates that will be in effect for these customers as a result of the Rate Schedule SE Rate Mitigation Plan.
Rate Schedule SE is an energy-only street lighting service available to municipalities, other governmental agencies and non-municipal customers for street lighting systems in public areas where the customer provides for installation, ownership, operation and maintenance of the street lighting equipment.  Currently, 93 accounts are served under Rate Schedule SE, 
 constituting approximately 46,800 units of street lighting equipment.  Rate Schedule SE consists of separate distribution, transmission, and capacity/energy charges, which differ depending upon whether the customer-owned street lighting equipment is installed on a pole or support owned by PPL, or the equipment is installed on a pole or support owned by the customer.  Specifically, these individual rate elements are significantly lower for service supplied to customer-owned equipment than for service supplied to PPL-owned equipment.

PPL notes that under its Commission-approved Competitive Bridge Plan (“CBP”)
 for acquisition of default service supply for the year 2010, Rate Schedule SE is classified as part of the Small C&I Customer Class.  Based on the Company’s three default supply acquisitions  completed to date under the CBP, capacity and energy prices for Rate Schedule SE are estimated to be 10.654¢/KWH, effective January 1, 2010.  This represents a substantial increase in the current capped energy and capacity rates for this rate schedule.  In addition, because current rates for this rate schedule are low, particularly if the customer owns the pole or support, the percentage increases that will be experienced under this rate schedule in 2010 are greater than the increases anticipated for other rate schedules.  Depending on whether the street lighting equipment is installed on a PPL-owned or customer-owned pole, a Rate Schedule SE customer may experience total bill increases as high as 197% on January 1, 2010.
  Even if a Rate Schedule SE customer elects to participate in the Company’s RSP, the estimated bill increases beginning January 1, 2010 are expected to be substantial, particularly if the street lighting equipment is installed on a customer-owned pole.
As mentioned above, PPL’s proposed Rate Schedule SE Rate Mitigation Plan would be implemented as a series of declining base rate credits for Rate Schedule SE customers in order to phase in the anticipated increases in energy and capacity rates expected on January 1, 2010 when the Company’s rate cap expires.  The credit proposed for customers with equipment on a PPL-owned pole or support is designed to phase in the increase in two steps.  The first step, effective on January 1, 2010, would result in an increase of customers’ total rates by 50% above total rates currently expected to be in effect as of December 31, 2009.  The second step, effective on January 1, 2011, would result in an increase to full market rates.  For Rate Schedule SE customers with equipment on a customer-owned pole or support, a three-step phase-in is proposed.  Effective on January 1, 2010, these customers would receive a base rate credit designed to result in a net overall rate increase of about 50% above total rates expected to be in effect on December 31, 2009.  Effective on January 1, 2011, the credit would be reduced, resulting in another approximate 50% increase above total rates expected to be in effect on December 31, 2009.  Effective January 1, 2012, the base rate credit would be eliminated for these customers, thereby increasing rates to full market rates.

The base rate credits in the proposed Rate Schedule SE Rate Mitigation Plan would be applied to the monthly bills of any eligible customer served under Rate Schedule SE during 2010 and 2011.  A customer would be eligible if it either: (a) was receiving service under Rate Schedule SE as of the date Supplement No. 66 was filed, or (b) had notified the Company in writing prior to the filing date of Supplement No. 66 of its intent to convert street lighting from another rate schedule to Rate Schedule SE.  PPL states that the applicable base rate credits will be competitively neutral, and Rate Schedule SE customers will continue to have the opportunity to shop for additional energy savings.  PPL further states that it will bear the revenue loss resulting from the application of these credits, and will not seek to recover that revenue loss from Rate Schedule SE customers or any other customer class in this proceeding or any future proceeding.

In addition to proposing the Rate Schedule SE Rate Mitigation Plan, PPL also seeks permission to modify the existing RSP Rider for Rate Schedule SE, should the Mitigation Plan be approved.  The Company explains that its design of the RSP Rider for this rate schedule was based on an anticipated large rate increase on January 1, 2010.  The charges and credits contained in the RSP Rider would smooth that increase over the 2008 through 2012 period.  However, PPL asserts that if the current RSP Rider were to be applied to the Company’s proposed Rate Schedule SE Mitigation Plan—which consists of different phase-in schemes depending on whether the lighting equipment is mounted on Company-owned or customer-owned poles—the result would produce significant rate volatility, with year-to-year changes swinging between a positive 30 percent and a negative 2 percent.  Therefore, PPL is proposing a redesign of the RSP charges and credits for Rate Schedule SE to minimize that volatility and achieve a relatively smooth pattern of rate increases over the 2008 through 2012 period.  PPL states that in order to accomplish this smoothing, it is necessary to develop separate RSP charges and credits for customers with equipment on Company-owned poles and customers with equipment on customer-owned poles.  The redesigned RSP Rider reflecting these new charges and credits is included in Supplement No. 66.
PPL asserts that it is proposing the Rate Schedule SE Rate Mitigation Plan set forth in Supplement No. 66 for several reasons.  First, Rate Schedule SE is the only rate schedule expected to experience rate increases of the magnitude discussed above.
  Second, the magnitude of the increase to Rate Schedule SE is, in part, the result of an atypical rate design under which capacity and energy charges in 2009 are extremely low or even zero.  Third, the street lighting services provided under Rate Schedule SE are critical municipal services essential to public safety.  Fourth, and finally, a substantial rate increase to the municipalities served under Rate Schedule SE may adversely affect municipal budgets if implemented over a one-year time frame.
Upon our review of the proposed tariff filing, we find that it does not appear to be unlawful, unjust, unreasonable, or contrary to the public interest.  Therefore, we shall permit the proposed filing to become effective on the date requested.  However, approval of this filing does not constitute a determination that this filing is lawful, just, or reasonable, but only that further investigation or suspension does not appear to be warranted at this time; THEREFORE,

IT IS ORDERED:

1.
That Supplement No. 66 to Tariff Electric – Pa P.U.C. No. 201 is hereby allowed to become effective on December 5, 2008.
2.
That this Order is without prejudice to any formal complaints timely filed against the proposed Tariff Supplement.
3.
That PPL Electric Utilities Corporation avoid seeking to recover, from Rate Schedule SE customers or any other customer class, any lost revenues resulting from the application of its Rate Schedule SE Rate Mitigation Plan as set forth in Supplement No. 66 to Tariff Electric – Pa. P.U.C. No. 201.
4.
That a copy of this Order be served on all the parties to PPL Electric Utilities Corporation’s Rate Stabilization Plan proceeding at Docket No. P-2008-2021776.


5.
That the proceeding at Docket No. R-2008-2066381 be marked closed.
BY THE COMMISSION,

James J. McNulty

Secretary

(SEAL)

ORDER ADOPTED: December 4, 2008
ORDER ENTERED:  December 8, 2008
� PPL notes that this Commission’s Policy Statement on Default Service and Retail Electric Markets set forth in Chapter 69 of 52 Pa. Code provides, in part, that a default service provider should offer rate change mitigation when the total retail rate for a customer class rises by more than 25% following the expiration of a generation rate cap due to wholesale energy prices.  52 Pa. Code § 69.1811.





� On August 7, 2008, the Commission approved a settlement of PPL’s RSP proceeding at Docket No. P-2008-2021776.  The Company filed compliance tariffs in the form of Supplement No. 64 to Tariff Electric – Pa. P.U.C. No. 201 on August 14, 2008.  On November 12, 2008, at the request of staff, PPL served a copy of the instant filing on all parties to the RSP proceeding.





� All of the Rate Schedule SE accounts are municipalities or other governmental agencies, such as the Pennsylvania Department of Transportation.





� For example, the Rate Schedule SE distribution charge for lighting equipment installed on a PPL-owned pole is 7.958¢/KWH, while the distribution charge for lighting equipment installed on a customer-owned pole is 3.547¢/KWH.  Similarly, the capacity and energy charges that will be in effect from January 1, 2009 through December 31, 2009 (the conclusion of the generation rate cap period) are 1.429¢/KWH for lighting equipment installed on a PPL-owned pole, and 0.0¢/KWH for equipment installed on a customer-owned pole.





� Petition of PPL Electric Utilities Corp. for Approval of a Competitive Bridge Plan, Docket No. P-00062227, Order entered February 21, 2007.





� These projected rate increases are PPL’s best estimates at this time based on the three CBP procurements to date, but could change as a result of changes in other rate components or changes in the market price of electricity in 2010.





� PPL notes that the percentage effects of the base rate credits are only approximations, based upon current rates and the completed CBP procurements to date.  The actual percentage rate changes may differ from these estimates.





� PPL states that if any subsequent legislation or Commission order directs a new phase-in for customers on Rate Schedule SE, the Company reserves the right to recover from customers any incremental deferrals, carrying costs and lost revenue resulting from such a new phase-in requirement.





� Increases to the two other street lighting services—Rate Schedule SHS and Rate Schedule SM—are expected to be much more moderate.  





PAGE  
7

