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ORDER

BY THE COMMISSION:

On December 28, 2009, PPL Electric Utilities Corporation (“PPL” or “the Company”) filed Supplement No. 80 to Tariff Electric-Pa. P.U.C No. 201 (“Supplement No. 80”) to become effective February 26, 2010.  Supplement No. 80 was filed in response to the Order of Administrative Law Judge Susan D. Colwell dated December 7, 2009, which directed PPL to file a tariff supplement containing the continuation of the Company’s reconcilable Universal Service Rider (“USR”).  On February 25, 2010, PPL filed to voluntarily extend the effective date of Supplement No. 80 to March 26, 2010, and on March 19, 2010, PPL filed to further extend the effective date to April 25, 2010.  

On January 11, 2010, Eric Joseph Epstein (“Mr. Epstein”) filed a Petition to Intervene in this proceeding, and on January 14, 2010, the Sustainable Energy Fund of Central Eastern Pennsylvania (“SEF”) likewise filed a Petition to Intervene.  In their respective petitions, Mr. Epstein and SEF raised a number of issues with regard to PPL’s proposed Supplement No. 80.    Also, on February 1, 2010, the Office of Consumer Advocate (“OCA”) filed a Notice of Intervention.  These filings will be discussed more fully below.

Background

PPL’s USR is a reconcilable tariff mechanism under which the Company collects certain expenses associated with the universal service programs[footnoteRef:1] provided by PPL to qualifying residential customers.  The current USR was adopted as part of the Settlement[footnoteRef:2] of PPL’s 2007 base rate proceeding at Docket No. R-00072155.[footnoteRef:3]  The Settlement contained a number of points regarding the USR, including provisions relating to the issue of reconciliation.  Specifically, Paragraph 25 (a) of the Settlement provided in part that “the reconciliation provisions of the USR are approved on a pilot basis for 2008 and 2009, including any under/over collections for 2009, which would be collected or refunded in 2010.”  In addition, Paragraph 25 (e) of the Settlement contained the following provision: [1: 	 	PPL’s universal service programs are 1) its customer assistance program known as On Track, and 2) its low income usage reduction program known as WRAP.
]  [2: 		 Joint Stipulation for Settlement of Rate Investigation, filed August 30, 2008 at Docket No. R-00072155.
]  [3: 		Pennsylvania Public Utility Commission et al. v. PPL Electric Utilities Corporation, Docket No. R-00072155, Opinion and Order entered December 6, 2007. ] 


No later than July 1, 2009, PPL Electric will convene a meeting or meetings, as appropriate, with interested parties, to discuss whether continued reconciliation of the USR is necessary or appropriate.  At the meetings, all parties may also raise USR issues, in addition to reconciliation, based on changes in law after the approval of this Settlement.  If a consensus can be reached among the interested parties, PPL Electric will follow that consensus for its 2010 USR filing.  If consensus cannot be reached, PPL Electric will file its preferred approach on or before October 1, 2009, and all parties will be provided an opportunity to support or oppose PPL Electric’s proposal.  The USR mechanism established by this Settlement will remain in place until a new mechanism is approved by the Commission.

PPL held a series of meetings in accordance with this Settlement provision, and no consensus was reached.  As a result, on September 28, 2009, PPL filed its “preferred approach” with the Commission in the form of a letter stating that it intended to continue in effect its current reconciled USR mechanism.  PPL further opined in its letter that because it was proposing no change to its current USR mechanism, no tariff filing was necessary.

	On October 13, 2009, Mr. Epstein and SEF both filed letter-complaints in which they contended that the 2007 Settlement required PPL to submit a tariff filing with regard to its USR, rather than simply filing a letter indicating that it would continue its current USR without change.  SEF argued that PPL’s letter “attempts to deprive other parties of their due process rights, also in direct contravention of the 2007 base rate proceeding settlement, and unilaterally substitutes PPL electric’s judgment relative to the continuation of the existing USR mechanism for that of the Commission.”

	The letter-complaints were assigned to ALJ Colwell, who directed PPL to submit responses.  Accordingly, on November 9, 2009, the Company filed an Answer and a Motion for Judgment on the Pleadings with respect to each letter-complaint.  On December 7, 2009, ALJ Colwell issued an Order in which she ruled that PPL’s September 28, 2009 letter “is insufficient to satisfy the requirement of the approved [Settlement] language, and the Company will be directed to file a proposed tariff.” [footnoteRef:4]  The ALJ directed that “within twenty days of the date of this Order PPL Electric Utilities Corporation shall file a proposed tariff containing the continuation of the reconcilable Universal Service Rate consistent with Paragraph 25 (e) of the Joint Petition for Settlement approved in this docket, served upon all parties of record to this docket, in order to afford all parties an opportunity to support or oppose the PPL Electric Utilities Corporation proposal.”  In response to ALJ Colwell’s Order, PPL filed its Supplement No. 80.   [4: 	 	In her Order, the ALJ quoted a paragraph from PPL’s Statement in Support of the 2007 Settlement in which the Company references the types of information it has agreed to provide to the parties, and states that “[t]his will provide the Parties and the Commission with valuable input for PPL Electric’s 2010 USR filing.”  The ALJ concluded that “[i]t would be difficult to interpret this paragraph in a way that would do anything other than anticipate a tariff filing.”] 


PPL’s Supplement No. 80

	Supplement No. 80 contains a single change from the Company’s currently existing USR, namely, the addition of the following sentence:  “Annual reconciliation of the Company’s USR will continue unless or until modified by the Commission.”  In all other respects the USR remains unchanged.  In its Statement of Reasons accompanying its filing of Supplement No. 80, PPL contends that the addition of this sentence is actually unnecessary because the currently effective reconcilable USR mechanism contains no termination date, and because under the terms of the 2007 Settlement, the current USR mechanism remains in effect until any new mechanism is approved by the Commission.  However, the Company asserts that the sentence has been added in order to focus the purpose of the filing on the matter of reconciliation.

	In its Statement of Reasons, PPL supports its proposal to continue the reconciliation of its current USR without change by asserting that it is permitted by law to maintain a cost recovery mechanism designed to fully recover its universal service costs.[footnoteRef:5]  PPL further argues that this Commission has concluded that utilities may employ reconcilable surcharge mechanisms for such cost recovery.[footnoteRef:6]  In this regard PPL cites a number of recent decisions in which this Commission has approved recovery of universal service costs through reconcilable surcharges for other utilities. [5: 	 	See 66 Pa. C.S. § 2804(8). 
]  [6: 	 	See Re:  Customer Assistance Programs:  Funding Levels and Cost Recovery Mechanisms, Docket No. M-00051923, Final Investigatory Order entered December 18, 2006.] 




Petitions to Intervene

		As noted earlier, Mr. Epstein and SEF both filed Petitions to Intervene in this proceeding, raising a number of issues and arguments in opposition to PPL’s Supplement No. 80.

		Mr. Epstein is a residential customer of PPL, and has participated as an active party in numerous PPL proceedings, including the Company’s 2007 base rate proceeding, in which he was a party to the Settlement of that proceeding.  In his Petition to Intervene, Mr. Epstein asserts that his evaluation of PPL’s USR reveals the following issues:
a. PPL’s metrics for evaluating the efficacy of CAP and On Track are ineffective and arbitrary.

b. PPL’s Key Performance Indicators for customer service, customer satisfaction, and service reliability are ineffective and arbitrary.

c. PPL’s administrative costs are excessive.

d. PPL has stated that some of the expenditures under the Work by Outsiders category are being performed by organizations associated with PPL Corporation.  PPL also stated its affiliates are providing administrative services.  In both instances, “double dipping” and excessive costs need to be evaluated.

e. Shutoffs of electric service to PPL customers are excessive, arbitrary, and have resulted in systemic challenges to public health including several fatalities.

f. Data projections for this USR filing are based on outdated census material from 2000.  PPL needs to recompute its assumptions based on 2008 data points.

		Mr. Epstein requests an evening Public Input Hearing in Harrisburg with respect to PPL’s Supplement No. 80.

SEF is a Pennsylvania corporation established at the conclusion of PPL’s Electric Restructuring proceeding,[footnoteRef:7] and pursuant to the terms of the Joint Settlement[footnoteRef:8] filed in that proceeding.  SEF states in its Petition to Intervene that its mission is to promote and invest in energy efficiency, renewable energy and energy education in order to provide opportunities and benefits for PPL ratepayers, including low-income ratepayers.  SEF has participated as an active party in numerous PPL proceedings, including the Company’s 2007 base rate proceeding, in which it was a party to the Settlement of that proceeding.  SEF states that it has actively participated in the discussions relative to the continuation of the USR mechanism. [7: 		Application of Pennsylvania Power & Light Company for Approval of its Restructuring Plan Under Section 2806 of the Public Utility Code, et al., Docket No. R-00973954, Final Order entered August 13, 1998.
]  [8: 		Joint Petition for Full Settlement of PP&L, Inc.’s Restructuring Plan and Related Court Proceedings, filed August 12, 1998 at Docket No. R-00973954.] 


SEF describes its concerns regarding PPL’s USR mechanism as follows:

Limited discovery relative to the USR mechanism has shown that some of the expenditures associated with universal service programs are rendered by affiliates of PPL, or organizations associated with PPL, with those expenditures being recovered through the USR mechanism.  Since internal administrative costs are not recovered through the USR recovery mechanism, issues exist relative to the appropriateness of the affiliate expenditures and their recovery through the USR mechanism.  In addition, PPL’s WRAP program incorporates solar water heating as part of WRAP, which is not subject to the Commission’s payback criteria, as noted in PPL’s Universal Service and Conservation Plan for 2007-2010, contained in Appendix A of PPL’s tariff, Supplement No. 59 to Electric Pa. P.U.C. No. 201, original Page No. 43.  Even though PPL committed to continue to offer solar water heating as a standard WRAP measure as part of the overall WRAP budget in its Universal Service and Conservation Plan for 2007-2010, PPL has failed to follow through on this commitment.

SEF requests that the Commission grant it full party status in this proceeding, and that the Commission assign this matter to the Office of Administrative Law Judge and hold hearings on the continuation of PPL’s USR recovery mechanism.

Finally, as noted above, the OCA filed a Notice of Intervention in this proceeding.  The OCA raised no specific issues with respect to PPL’s proposed Supplement No. 80, but stated that its intervention was filed to ensure that the Company’s proposal is just and reasonable. 

Disposition

As discussed above, PPL filed its proposed Supplement No. 80 in response to the Order of ALJ Colwell, who ruled that a tariff filing was necessary in order for the Company to comply with the terms of Paragraph 25 (e) of the Settlement filed by the parties in PPL’s 2007 base rate proceeding.  This provision of the Settlement provided that PPL was to hold meetings on the continued reconciliation of its USR, and if no consensus could be reached on that issue, PPL would then file its preferred approach on or before October 1, 2009, and all parties would be provided an opportunity to support or oppose the Company’s proposal.  Thus, Paragraph 25 (e) dealt specifically with the limited issue of whether continued reconciliation of PPL’s USR is necessary or appropriate.  As evidenced by the Company’s filing, its “preferred approach” is to continue annual reconciliation of its USR unless or until modified by the Commission.

Both Mr. Epstein and SEF responded to PPL’s proposal to continue its annual reconciliation of the USR by filing petitions to intervene in which they raise a number of issues regarding PPL’s USR.  However, these issues clearly go beyond the narrow question of whether the annual reconciliation provision should be continued.  The concerns raised by both Mr. Epstein and SEF appear to cover a wide variety of issues relating to the PPL’s overall universal service plan, touching on such matters as program design, budget, implementation, and evaluation.  Moreover, neither Mr. Epstein nor SEF specifically address the question of reconciliation in their respective petitions, nor do they explain how the issues they raise might relate to the reconciliation provision in the Company’s USR.  For these reasons we do not believe this proceeding to be the appropriate forum in which to fully address the issues presented by Mr. Epstein and SEF.[footnoteRef:9] [9: 	 	Although Paragraph 25 (e) of the 2007 rate case Settlement permitted the parties to raise USR issues in addition to reconciliation based on changes in law after the approval of the Settlement, no changes in law relating to universal service programs have been adopted.
] 


We note that under the Commission’s regulations regarding universal service and energy conservation plans for electric distribution companies (“EDCs”),[footnoteRef:10] each EDC is required to submit, for our approval, an updated universal service and energy conservation plan every three years.  These three-year plans are to be submitted by the EDCs on a staggered basis, and are to be filed to cover the next three calendar years.  The regulations require that for each component of the EDC’s universal service and energy conservation plan, the plan shall include, but not be limited to, the following elements: [10: 	 	See 52 Pa. Code § 54.74
] 


1) Program description.
2) Eligibility criteria.
3) Projected needs assessment.
4) Projected enrollment levels.
5) Program budget.
6) Plans to use community-based organizations.
7) Organizational structure of staff responsible for universal service programs.
8) Explanation of any differences between the EDC’s approved plan and the implementation of that plan.  The EDC should include a plan to address those differences.

The Commission is required to act on the plan within 90 days.

In PPL’s recently filed base rate proceeding which is now before the Commission,[footnoteRef:11] the Company indicates that it intends to file its next three-year universal service and energy conservation plan by June 1, 2010, to be effective from January 1, 2011 through December 31, 2013.[footnoteRef:12]  This plan will describe how the Company will implement its various universal service programs, and will include the elements required by our regulations.  Thus, PPL’s impending filing of its next three-year universal service and energy conservation plan will necessarily cover the entire range of elements and issues relating to its various universal service programs, and would be the more appropriate forum in which to address the concerns raised by Mr. Epstein and SEF in the instant proceeding.  Accordingly, we will direct PPL to serve a copy of its upcoming universal service and energy conservation plan filing on both Mr. Epstein and SEF, and will advise Mr. Epstein and SEF to participate and raise whatever issues they deem relevant to the Company’s universal service programs in that proceeding.  We will also direct PPL to serve a copy of its upcoming universal service and energy conservation plan filing on the OCA. [11: 	 	Filed March 31, 2010 at Docket No. R-2010-2161694.
]  [12: 	 	PPL Statement No. 9, Direct Testimony of Timothy R. Dahl.
] 


As for PPL’s proposal to maintain the annual reconciliation of its current USR as filed in the instant proceeding, we note that in our 2006 CAP Order,[footnoteRef:13] we pointed out that “[b]oth the Electricity Competition Act and the Natural Gas Competition Act state explicitly that utilities have a right to ‘fully recover’ their costs incurred in providing universal service programs.”[footnoteRef:14]  We also ruled that “[a]t the utility’s option, it may request a surcharge that is subject to reconciliation, or a surcharge that is adjusted prospectively on a quarterly basis.”  Of those two options, PPL has chosen the reconcilable surcharge, which has been in place since the conclusion of its 2007 base rate proceeding and has worked efficiently since January 1, 2008.  This option would appear to be ideally designed to promote full cost recovery as mandated by the Electricity Competition Act since it allows the utility to recoup undercollected costs, while ensuring that customers are compensated for any overcollected costs.  Neither Mr. Epstein nor SEF have proposed any alternative to the Company’s annual reconciliation mechanism in this case, nor have they provided any reason to reject the Company’s approach.  Thus, we find no reason to disapprove PPL’s proposal at this time.  Accordingly, we will approve PPL’s proposal as set forth in its Supplement No. 80, subject to any further findings and conclusions reached upon our subsequent review of PPL’s forthcoming three-year universal service and energy conservation plan filing;  THEREFORE, [13: 	 	See Re:  Customer Assistance Programs:  Funding Levels and Cost Recovery Mechanisms, Docket No. M-00051923, Final Investigatory Order entered December 18, 2006.
]  [14: 	  	 See 66 Pa. C.S. § 2804(8), (9); 66 Pa. C.S. § 2203(6).
] 

	
IT IS ORDERED:

1.	That the language change proposed by PPL Electric Utilities Corporation in its Supplement No. 80 to Tariff Electric-Pa. P.U.C No. 201 is hereby approved as filed.

2.	That the annual reconciliation of PPL Electric Utilities Corporation’s currently effective Universal Service Rider is hereby permitted to continue unless or until modified by the Commission.

3.	That PPL Electric Utilities Corporation serve a copy of its forthcoming universal service and energy conservation plan on the OCA, Eric Joseph Epstein, and the Sustainable Energy Fund of Central Eastern Pennsylvania.

4.	That the Petition to Intervene filed in this proceeding by Eric Joseph Epstein is hereby granted.

5.	That the Petition to Intervene filed in this proceeding by the Sustainable Energy Fund of Central Eastern Pennsylvania is hereby granted.

6.	That a copy of this Order be served upon PPL Electric Utilities Corporation, the Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, Eric Joseph Epstein, the Sustainable Energy Fund of Central Eastern Pennsylvania, and all other parties to the Joint Stipulation for Settlement of Rate Investigation approved in PPL Electric Utilities Corporation’s 2007 base rate proceeding at Docket No. R-00072155.



BY THE COMMISSION,

[image: ]

Rosemary Chiavetta
Secretary
(SEAL)

ORDER ADOPTED:  April 22, 2010
ORDER ENTERED:  April 26, 2010
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