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OPINION AND ORDER

BY THE COMMISSION:

		Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition is Administrative Law Judge (ALJ) David A. Salapa’s Recommended Decision, issued June 26, 2009, in this proceeding.  The Recommended Decision approves a settlement pursuant to which PPL Electric Utilities Corporation (PPL) will establish a voluntary rate mitigation plan (RMP) that will allow residential and small commercial and industrial customers to defer a portion of the rate increase that they will experience after PPL’s rate caps expire at the end of this year.  None of the Parties filed Exceptions to the Recommended Decision.  For the reasons set forth below, however, we modify the ALJ’s Recommended Decision.



History of the Proceeding

		On February 19, 2008, PPL filed a Petition with the Pennsylvania Public Utility Commission (Commission) requesting that the Commission approve PPL’s plan to offer its customers an RMP.  PPL served copies of its Petition on the Commission’s Office of Trial Staff (OTS), the Office of Consumer Advocate (OCA) and the Office of Small Business Advocate (OSBA) as well as parties to PPL’s 2007 Rate Stabilization Plan (RSP) proceeding and its Provider of Last Resort Competitive Bridge Plan (CBP) proceeding.

PPL’s Petition proposed offering its customers a voluntary program under which customers can elect to defer a portion of PPL’s January 1, 2010 forecasted rate increase.  PPL proposed to recover the deferred amounts plus carrying charges by the end of 2012.  The Petition alleged that most of PPL’s residential and small commercial and industrial customers will be eligible to participate in the RMP.  

The Petition addressed, inter alia: (1) the term of the RMP; (2) the division of customers into strata based on their usage levels; (3) the fixed monthly dollar credit assigned to RMP customers that was designed to limit the size of the 2010 and 2011 total bill increase for each strata based on the current estimated 2010 generation rate increase; and (4) the implementation of any remaining rate increase on January 1, 2012.  PPL proposed that all the amounts deferred as a result of the RMP plus carrying costs would be recovered though a fixed monthly RMP charge.  The RMP credits and charges will be recovered through a non-bypassable rider.  The Petition requested that the Commission approve the RMP as set forth in its Petition and requested that the Commission find that the RMP Rider is just and reasonable and permit it to become effective on April 17, 2009.  Notice of PPL’s Petition was published in the Pennsylvania Bulletin on March 7, 2009, at 39 Pa.B. 1283, specifying a deadline of March 11, 2009, for the filing of Answers.

	On March 11, 2009, the OCA and the OSBA each filed Answers to PPL’s Petition as well as notices of intervention and public statements.  The OCA’s Answer stated that it generally supports PPL’s Petition but that the Commission should address certain issues before approving the Petition.  The OSBA’s answer alleged, inter alia, that PPL’s proposed RMP is legally insufficient pursuant to 52 Pa. Code §69.1811.

	Also on March 11, 2009, the PP&L Industrial Customer Alliance (PPLICA), the Retail Energy Supply Association (RESA), Direct Energy Services, LLC, (Direct Energy), the Richards Energy Group, Inc. and the Richards Energy Affinity Program (collectively Richards), Constellation New Energy, Inc. and Constellation Energy Commodities Group, Inc. (collectively Constellation) filed petitions to intervene in this proceeding.  On March 30, 2009, Citizens for Pennsylvania’s Future (Penn Future) filed a petition to intervene in this proceeding.  On April 3, 2009, the ALJ issued an order granting the petitions to intervene filed by PPLICA, RESA, Direct Energy, Richards, Constellation and Penn Future.

	On May 14, 2009, the Parties communicated to the ALJ that they had reached an agreement in principle settling all the issues in this proceeding.  On June 12, 2009, PPL filed a Joint Petition for Settlement (Settlement) signed by counsel for PPL, OTS, OCA, OSBA, RESA, Direct Energy, Richards, Penn Future and Constellation.  Attached to the Settlement as Appendix A are the pro forma tariff sheets implementing the RMP Rider.  Attached to the Settlement as Appendices B through I are statements in support of the joint petition for settlement from PPL, OTS, OCA, OSBA, Richards, RESA, Direct Energy, Penn Future and Constellation.  Attached to the Settlement as Appendix J is a letter of non-opposition to the Settlement from PPLICA.  

The record in this proceeding closed on June 12, 2009.  On June 26, 2009, the ALJ issued a Recommended Decision wherein he found the Settlement to be in the public interest and recommended its approval by the Commission.  No Exceptions to the Recommended Decision were filed.  


Discussion

The Parties have filed a Settlement in accordance with the Commission’s Regulations at Section 5.232.  Considering that the matter has been certified for a decision, pursuant to 52 Pa. Code § 5.531, we will review the Settlement as required by 52 Pa. Code § 5.232(g).

Pursuant to the Commission’s Regulation at 52 Pa. Code § 5.231, it is the Commission’s policy to promote settlements.  However, the Commission must review a proposed settlement to determine whether the terms are in the public interest.  Pa. PUC v. Philadelphia Gas Works, M-00031768 (January 7, 2004).  After reviewing the terms of the Settlement, we are satisfied that approval of the Settlement is in the public interest and is consistent with the terms of the Code and the Commission’s Regulations.  

		The ALJ provided a succinct summary of the events leading up to the filing of PPL’s RMP on pages six and seven of the Recommended Decision.  The process, which began with the Electric Generation Customer Choice and Competition Act (Customer Choice Act) on January 1, 1997, is achieving its intended purpose for PPL when its generation rate cap expires in 2010.  

		In order to address the increase in generation rates in 2010, PPL first developed the Rate Stabilization Plan (RSP).  Under the RSP, PPL’s customers can choose to make additional payments on their electric bills through December 2009 and receive corresponding credits on their bills from January 2010 through December 2011.  
In order to provide its customers with an additional option for mitigating the effects of the rate cap expiration in 2010, PPL developed the proposed RMP, which is designed to phase in the effects of rate cap expiration over a period of up to three years and provide customers with an opportunity to mitigate the anticipated one-time increase in their electric bills.  R.D. at 7.  The RMP is an optional program that will be available to customers who do not have an existing arrearage.  R. D. at 9.

The ALJ summarized the terms of the Settlement in detail on pages eight through eleven of the Recommended Decision.  The Settlement states that PPL, OTS, OCA, OSBA, RESA, Direct Energy, Richards, Penn Future and Constellation (collectively, Joint Petitioners) agree that the Settlement resolves all the issues in this proceeding.  The Settlement alleges that none of the other Parties or interveners objects to the Settlement.  In addition, the Joint Petitioners assert that PPLICA does not oppose the Settlement. (Settlement  Petition at 1).  The ALJ stated that, as of the date of his Recommended Decision, he had not received any written comments or objections from any of the Parties or interveners opposing the Settlement.  R.D. at 8.

Under the Settlement, the RMP is designed to phase in the estimated 2010 generation rate increase through a series of non-bypassable credits and charges.  The credits and charges are designed to limit the increase in total charges, on an average for each rate class stratum to no more than 25% in 2010 and an additional 25% in 2011 based on PPL’s current estimate of the generation rate increase.  R.D. at 8.

Under the Settlement, the RMP is a non-bypassable charge or credit that will be applied to the bills of all customers who participate in the RMP and will be separately listed as a line item on their bill. Customers will be able to participate in the RMP if they now purchase, or in the future chose to purchase, generation supply from an electric generation supplier.  The Parties assert that the RMP will not adversely affect competition because the charges and credits will not affect the price to compare for shopping purposes.  R.D. at 9.

The Settlement provides that PPL will recover amounts deferred under the RMP through additional charges in the RMP Rider.  All unrecovered costs plus carrying charges of 6% will be capitalized as a regulatory asset and recovered from customers enrolled in the RMP by no later than December 31, 2012.  The recovery period will vary by rate schedule strata.  PPL designed the RMP Rider to recover the deferred amounts plus accumulated interest as quickly as possible in order to minimize the amount of carrying costs that participating customers will have to pay.  R.D. at 9.  

The Settlement also specifies that PPL will send a bill insert to all customers setting forth the eligibility requirements for the RMP. As an additional requirement, we direct that PPL submit drafts of the bill inserts and customer education materials related to the RMP to the Commission for approval prior to issuance to the public.  Per the Final Order at Docket M‑2008-2032279, drafts should be provided to the Commission’s Office of Communications, the OCA, and the OSBA in sufficient time prior to the material finalization to coordinate review and potential input. The OCA and the OSBA are directed to supply any comments to the Office of Communications and PPL within one week of receipt of the materials from PPL.  After the compilation of the comments by the Office of Communications, the Commission may provide specific recommendations to the PPL in a reasonable and timely manner.

	We support the establishment of the RMP, which provides PPL’s customers with another tool to manage the higher costs for electricity that they will experience when rate caps expire.  There is, however, an issue that was not addressed by the Parties to this proceeding that we believe warrants further consideration.  We believe it is likely that uncollectible expenses may increase to some extent as a result of customers deferring current costs for future payment, particularly in these difficult economic times.  We conclude, therefore, that we should track uncollectible expenses associated with the costs that customers elect to defer under the RMP.  If these expenses are significant, the Commission will be able to address the appropriateness of their recovery in a future proceeding.  If recovery is found to be appropriate, the Commission shall address whether all customers should be required to pay for the increased expense associated with deferred payments under the RMP.

	We also note that the Settlement is silent regarding the issue of the incremental costs that PPL will incur for administration of the RMP.  PPL should also carefully track these costs.  Our approval of the instant Settlement should not be construed as approval of rate recovery for RMP administrative expense.




Conclusion

		Upon review of the record in this case, the Settlement and the Statements in Support of the Settlement, we find the Settlement resolving the issues in this proceeding to be in the public interest with the modifications discussed herein.  Accordingly, we shall modify the ALJ’s Recommended Decision as discussed in this Opinion and Order and approve the Settlement; THEREFORE:

IT IS ORDERED:

	1.	That the Recommended Decision of Administrative Law Judge David A. Salapa is modified consistent with this Opinion and Order.

2.	That the Joint Petition for Settlement among PPL Electric Utilities Corporation, the Commission’s Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, Retail Energy Supply Association, Direct Energy Services, LLC, Richards Energy Group, Citizens for Pennsylvania’s Future and Constellation Energy Group, Inc. filed on June 12, 2009 in the above-captioned case is hereby approved and adopted.

3.	That PPL Electric Utilities Corporation shall file a tariff supplement as set forth in the proposed revision attached to the Joint Petition for Settlement as Appendix A to become effective on one day’s notice after entry of this Opinion and Order.

4.	That PPL Electric Utilities Corporation shall file a report annually with the Commission, beginning April 1, 2011, for the prior calendar year, detailing the number of customers participating in the RMP by rate class, the amount of the deferred payments, the deferred amount that has been repaid, and the deferred amount that has not been repaid.  

5.	That PPL Electric Utilities Corporation shall submit the bill insert and customer education materials related to the Rate Mitigation Plan to the Commission’s Office of Communications, the Office of Consumer Advocate and the Office of Small Business Advocate for approval prior to issuance to the public.  

6.	That the Petition of PPL Electric Utilities Corporation for Approval of a Rate Mitigation Plan at Docket P-2009-2091280 shall be terminated and marked closed.

[image: ]		 
						BY THE COMMISSION


						James J. McNulty, Secretary		(SEAL)

ORDER ADOPTED:  June 25, 2009
ORDER ENTERED:  August 13, 2009
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