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ORDER
BY THE COMMISSION:

On February 23, 2009, pursuant to Section 5.41 of the Commission’s Regulations, 52 Pa.Code § 5.41, PPL Electric Utilities Corporation (“PPL Electric” or “Petitioner”) filed a Petition for Authority to Defer for Accounting and Financial Reporting Purposes Certain Default Service, Conservation Program and Smart Meter Technology Costs (“Petition”).


PPL Electric furnishes electric distribution, transmission and provider of last resort services to approximately 1.4 million customers in a certificated service territory which includes approximately 10,000 square miles covering all or portions of 29 counties in eastern and central Pennsylvania.  PPL Electric is an electric distribution company (“EDC”), as that term is defined in Section 2803 of the Electricity Generation Customer Choice and Competition Act, 66 Pa.C.S. § 2803.

Through its Petition, PPL Electric seeks Commission authority to defer certain costs incurred since January 1, 2009 and record them on its balance sheet as a regulatory asset.  PPL Electric will then not have to record these costs as current costs on its income statement prior to implementation of cost recovery mechanisms.  These costs are: (1) certain default service costs associated with PPL Electric’s default service plan for the period January 1, 2011 through May 31, 2013 (“POLR II Plan”) filed on August 28, 2008; (2) certain energy efficiency and conversation program (“EE&C Program”) costs; and (3) certain smart meter technology costs that PPL Electric has incurred and/or will incur prior to recovering these costs in rates.  PPL Electric is not seeking Commission authority to defer costs incurred prior to January 1, 2009 for accounting and reporting purposes.  

PPL Electric is not seeking Commission approval to recover these costs in this proceeding.  PPL Electric states that cost recovery issues, if any, will be addressed in the respective proceedings related to these costs prior to any recovery in rates.  If the costs are approved in other proceedings, PPL Electric will thereafter reduce the regulatory asset account and charge the applicable expense account as costs are recovered in rates.


The Commission has frequently approved petitions for declaratory orders seeking approval of deferred accounting treatment for a variety of costs. See e.g., Petition of Columbia Gas of Pennsylvania, Inc., Docket No. P-00930734 (October 28, 1996) (approving deferral of temporary conversion to alternative energy sources); Petition of Pennsylvania Power & Light Company, Docket No. P‑820367 (Order entered July 29, 1982) (approving deferral of certain costs related to the Susquehanna nuclear generating plant); Petition of Newtown Artesian Water Company for a Declaratory Order Re: Accounting Treatment for Costs of its Linton Hill Water Storage Tank and Transmission Main, Docket No. P-00940819 (Order entered June 23, 1994); and Petition of The Newtown Artesian Water Company, Docket No. P-00052161 (Order Entered October 28, 2005, approving deferral of well site development costs); and, Petition of the Newtown Artesian Water Company, Docket No. P-00072261 (Order entered May 30, 2007, approving deferral of well site development costs).


In approving these requests, however, our decisions have always been limited to approval of deferred accounting treatment and do not address cost recovery issues.  Petition of PPL Electric Utilities Corporation for Authority to Defer for Accounting and Financial Reporting Purposes Certain Losses from Extraordinary Storm Damage and to Amortize Such Losses, Docket No. P‑00032069, Ordered entered January 16, 2004, p. 5.  The granting of our approval for deferred accounting treatment creates no legal significance with respect to the potential rate recovery of the subject expenses.  See Petition of Columbia Gas of Pennsylvania, Inc., P-00930734 (Order entered October 28, 1996).


The issue as to whether the expenses are reasonably and prudently incurred is not resolved in a deferral petition as no record is developed.  See Petition of PPL Electric Utilities Corporation for Authority to Defer for Accounting and Financial Reporting Purposes Certain Losses from Extraordinary Storm Damage and to Amortize Such Losses, Docket No. P-00032069 (Order entered January 16, 2004). We shall also emphasize that the issue for consideration now before the Commission is whether PPL Electric should be authorized to defer certain costs; the cost recovery treatment, if any, shall be addressed in the appropriate future proceedings.


Petitioner avers that the Petition should be granted because deferral of these costs and expensing them when charged through future rates will permit proper matching of revenues and expenses in future periods.  Absent this deferral, PPL Electric asserts, PPL Electric’s earnings will be artificially understated when costs are incurred and artificially overstated when they are recovered in rates.  PPL Electric asserts that it will not be able to begin recovering its default service costs for its POLR II Plan until it begins providing service under that plan in 2011, and will not be able to begin recovering its EE&C Program costs, or its smart meter technology costs, until these programs are approved by the Commission and implemented by the Company, including implementation of automatic adjustment clauses to recover program costs.  PPL Electric asserts that approval of this Petition is important for PPL Electric to be able to defer such costs under generally accepted accounting principles in order to match cost recognition on its books with cost recovery.

PPL Electric also asserts that its right to recover these costs is clear.  PPL Electric asserts that it is authorized to recover its: (1) costs of implementing its 2011-2013 default service plan pursuant to Section 2807 of the Public Utility Code, 66 Pa.C.S. § 2807; (2) costs of implementing its EE&C Program pursuant to Section 2806.1 of the Public Utility Code, 66 Pa.C.S. § 2806.1, as enacted through Act 129; and (3) costs of deploying smart meter technology pursuant to Section 2807(F)(7) of the Public Utility Code, 66 Pa.C.S. § 2807(F)(7), as enacted through Act 129.  

PPL Electric provided service of its Petition on the Office of Consumer Advocate, the Office of Trial Staff, and the Office of Small Business Advocate.  The Office of Consumer Advocate stated in its Answer to PPL Electric’s Petition that it does not oppose PPL Electric’s Petition, but that its’ non-opposition rests on PPL Electric’s acknowledgement that cost recovery issues will be addressed in the appropriate proceedings prior to recovery of any of the associated costs.  The Office of Trial Staff and the Office of Small Business Advocate did not file answers, and consequently the Commission notes that the Petition is not opposed by the Statutory parties, so long as cost recovery issues are addressed in appropriate proceedings prior to recovery of any of the associated costs.

The Commission agrees with PPL Electric that deferring certain costs incurred since January 1, 2009 and recording them its balance sheet as a regulatory asset is appropriate at this time.  However, our approval of PPL Electric’s request does not constitute approval of PPL Electric’s right to future rate recovery.  PPL Electric will bear the burden of proving the justness and reasonableness of the costs, should it choose to claim them, in the appropriate future proceedings prior to recovery of any of the associated costs.
THEREFORE, 

IT IS ORDERED:

1.
That the Petition of PPL Electric Utilities Corporation for authority to defer for accounting and financial reporting purposes certain default service, conservation program and smart meter technology costs is approved.
2.
That approval of the deferred accounting request does not constitute approval of PPL Electric Utilities Corporation’s right to future recovery of any of the deferred costs. PPL Electric will bear the burden of proving the justness and reasonableness of the costs, should it choose to claim them, in the appropriate future proceedings prior to recovery of any of the associated costs.
3.
That a copy of this order be served upon PPL Electric Utilities Corporation.
4.
That this docket be marked closed.
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