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ORDER
BY THE COMMISSION:
Background

On August 12, 1998, PPL Electric Utilities Corporation (PPL or Company) and the parties to its Restructuring Plan proceeding filed a Joint Petition For Full Settlement (Settlement), which included a proposed Competitive Transition Charge Reconciliation Rider (CTC Rider) that became effective January 1, 1999.  This CTC Rider, which provides for annual reconciliation of the Company’s CTC revenue recovery and rate revision to be filed by December 1 of each year, was authorized by the Commission Order of August 27, 1998, at R-00973954, that approved the Settlement.

By Order issued April 11, 2002 at R-00027213, the Commission approved PPL’s request to modify its CTC Rider to permit reconciliation of CTC revenues on a Rate Class basis rather than on the individual Rate Schedule basis that it had been using.  Under the Rate Class based reconciliation, the net over/under collection of a Rate Class is allocated to all of the Rate Schedules within that Class.  PPL proposed this modification so it could more readily recover its stranded costs by the established cost recovery period ending December 31, 2009.  The aforementioned Order also approved the Company’s request to modify the CTC Rider to extend the CTC recovery period beyond December 31, 2009 if the rate cap imposed by the Electricity Generation Customer Choice and Competition Act limited the Company’s ability to recover previous CTC under recoveries by that date.


On December 1, 2009, PPL submitted its annual reconciliation statement in accordance with the CTC Rider.  This CTC reconciliation statement covered the calendar year period January 1 through December 31, 2009.  The statement reflected actual CTC data through October 31 and estimated data for the months of November and December.  By Secretarial Letter issued December 17, the Commission directed the Company to file, by December 18, 2009, actual CTC activity through November 30, 2009 and a tariff supplement implementing revised CTC rates to become effective January 1, 2010, reflecting the Company’s then projected CTC over/under collected position as of December 31, 2009.  The December estimated data will be replaced with actual data when the Company files subsequent reconciliation statements and tariff supplements containing new CTC rates (and the difference will be adjusted from December at that time).  

In compliance with the December 17, 2009 Secretarial Letter, the Company submitted Supplement No. 78 to Tariff – Electric Pa. P. U. C. No. 201 reflecting revised CTC rates effective January 1, 2010.  The revised rates were designed to refund over a twelve month period estimated CTC revenue over collection balances at December 31, 2009 of $28,381,801 and $1,855,764, exclusive of GRT, to the Residential Class and Large Commercial and Industrial Class (Large C&I) customers, respectively; and to recoup over a twelve month period an estimated CTC revenue under collection balance at December 31, 2009, exclusive of GRT, of $16,516,77 from the Small Commercial and Industrial  Class (Small C&I) customers.  
Discussion


The Commission has a continued responsibility to monitor the effectiveness of adjustment clause cost recoveries or refunds.  This can be accomplished through a provision of the adjustment clause Tariff Rider requiring the submission of quarterly reconciliation reports.  Because PPL’s CTC Rider does not provide for the submission of quarterly reports, and considering that the Company’s CTC is in its final true-up year, by a letter dated June 24, 2010, the Bureau of Audits requested that the Company submit an interim reconciliation statement of the CTC reflecting actual data for the period of January 1, 2010 through May 31, 2010, as well as a proforma reconciliation statement reflecting the projected CTC balances at November 30, 2010 to be refunded or recouped prior to December 31, 2010.  The requested reports were submitted to the Commission on  June 25, 2010 with copies served directly to the Bureau of Audits, the Bureau of Fixed Utility Services, the Office of Trial Staff, the Office of the Consumer Advocate and the Office of Small Business Advocate..

The Bureau of Audits has reviewed PPL’s CTC reconciliation statement and proforma reconciliation statement for mathematical accuracy, and for compliance with its CTC Rider and the applicable sections of the Commission’s Order at R-00973954 regarding PPL’s Restructuring Plan proceeding.  

Staff’s review of the reconciliation statement revealed that for the five month period ended May 31, 2010, the Company reported that for the Residential Class it had refunded, after adjustment for the true-up of December 2009 estimates, $2,482,350 of the estimated $28,381,801 over collection balance at December 31, 2009, leaving a balance of $25,899,451 to be refunded over the remaining seven months of the CTC application period ending December 31, 2010.   For the Large C&I Class, the Company reported that it had recovered, after adjustment for the true-up of December 2009 estimates, an additional $3,675,188 in CTC revenues on top of the estimated $1,855,764 over collection balance at December 31, 2009, leaving a balance of $5,530,952 to refund over the remaining seven months of the CTC application period.  For the Small C&I Class, the Company reported that it had recouped, after adjustment for the true-up of December 2009 estimates, $10,898,008 of the estimated $16,516,228 under collection balance at December 31, 2009, leaving a balance of $5,618,220 to recoup over the remaining seven months of the CTC application period.

Staff’s review of the proforma reconciliation statement revealed that PPL anticipates that if its currently effective CTC rates were to remain in effect through the end of the application period, at November 30, 2010, the Residential Class will have a remaining over collection balance of $13,525,172; the Large C&I Class will have an over collection balance of $4,589,388; and the Small C&I Class will have an over collection balance of $2,742,101. These balances are presented as of November 30, 2010 instead of December 31, 2010, in order to take into account the effect of cycle billing in December 2010.

The reason for these large anticipated remaining over collection balances at November 30, 2010 is due to the effect of cycle billing on the CTC rates that became effective January 1, 2010.  Even though the Company began billing  a CTC credit for the Residential Class and Large C&I Class customers,  and lower CTC rates for the Small C&I Class customers effective January 1, 2010, due to cycle billing and the proration of bills for service rendered under two rates, the rate effective in December 2009 and the rate that became effective January 1st , the Company experienced much larger CTC revenues in January 2010 than was factored into the calculation of the rates that became effective January 1, 2010.  In January 2010, the Company experienced net CTC revenues of $8.1 million for the Residential Class, net CTC revenues of $4.7 million for the Large C&I Class, and CTC revenues of $6.4 million for the Small C&I Class.

Based upon the information provided by PPL, it appears that PPL’s CTC will be significantly over collected at the end of the recovery period if its current effective rates are  not revised.  The Company’s CTC Rider provides only for annual reconciliation of the Company’s CTC revenue recovery and rate revision to be filed by December 1 of each year.  The Rider does not provide for interim reconciliation of the CTC revenue recovery, nor for interim rate revisions if the effective rate will result in significant over or under collections if not revised.  

Absent an interim rate change provision within its CTC Rider, PPL may submit a request to revise its CTC rates upon its own initiative, but only after 60 days notice of the requested revision as provided for in  52 Pa. Code § 53.31, Requirement of notice.  Section 53.31 states:
“Unless the Commission otherwise orders, a public utility to which this subchapter applies may not change an existing and duly established tariff, except after notice of 60 days to the public.”


PPL may submit a filing on less than statutory notice under 52 Pa. Code § 53.101, Statutory notice, but under that Section the Company must first receive special permission from the Commission to do so.  Section 53.101 states:
“No public utility shall file any tariff, revision, or supplement on less than notice of 60 days, unless it first receives special permission from the Commission to do so.”


The necessary information to be provided when seeking a waiver from the 60 days statutory notice requirement are provided in 52 Pa. Code § 53.102, Exception to requirement for statutory notice, and 52 Pa. Code § 53.101, Concurrently furnished information.  Section 53.102 states:
“Applications for permission to file tariffs, revisions or supplements on less than the notice specified in § 53.101(relating to statutory notice) shall be made by a responsible officer of the applicant, and shall contain all of the following:
(1) A statement that the petitioner public utility desires permission from the Commission to file the tariff changes outlined in the petition to become effective ( ) days after the tariff, revision, or supplement is filed.

(2) A detailed statement of the changes desired to be made, identifying the matters in existing tariffs or supplements which will be affected.

(3) The tariff supplement, or revised page number under which the changes will be published.
(4) The number of the tariff or supplement which will be superseded.

(5) A comprehensive statement of the circumstances and conditions in justification of proposed tariff changes.”
Section 53.103, states:

“Unless otherwise directed by the Commission, applications for special permission shall be accompanied by the data, as appropriate, required by the provisions of §§ 53.51 – 53.53 (relating to information furnished with the filing of rate changes.”
Conclusion

The Bureau of Audits recommends that the Commission waive the filing and notice requirements of Pa. Code Sections 53.31, 53.101, 53.102, and 53.103 regarding PPL’s CTC recovery and rate adjustment and direct the Company to submit monthly CTC revenue reconciliation statements and, if necessary, as determined by the Company, appropriate tariff supplements reflecting revised CTC rates to become effective on ten days notice to the Commission to insure full CTC recovery, or refund, and termination of the CTC on customers’ bills by December 31, 2010.

Staff has based its recommendations for waiver of Pa. Code Sections 53.31, 53.101, 53.102, and 53.103 upon the fact that there are less than six months remaining, at this point in time, in PPL’s CTC refund/recoupment period.  Absent these waivers, in order for the Company to voluntarily revise its CTC rates there would be a required 60 day notice of such a revision.  Under the current circumstances, this notice requirement places an undue regulatory lag between when such a request was made and when the Company could place the requested rates into effect.  Such a lag would undermine the intended effect of the rate revision in mitigating significant over or under collections.


The Company could submit a petition requesting waiver from Section 53.31 under the Sections 53.101 – 53.103 so that its proposed rate revisions could become effective on less then statutory notice.  That, however, requires prior Commission approval and entails the preparation and submission of a voluminous amount of information that in the current situation, in the opinion of Staff, is overly burdensome and unnecessary.

Staff states that authorizing the Company to submit proposed CTC rate revisions on ten days notice will provide Commission Staff and other interested parties time to review the proposed rates prior to the rates becoming effective.  Further,  the CTC will be subject to a final reconciliation that will be subject to public hearing pursuant to 66 Pa. C. S. § 1307(e), as well as an audit.

The Commission adopts the Bureau of Audits recommendations: THEREFORE,


IT IS ORDERED:
1. That the filing and notice requirements of Pa. Code Sections 53.31, 53.101, 53.102, and 53.103 as they would apply to PPL’s CTC recovery and rate adjustment are waived.
2. That PPL is directed to submit monthly CTC reconciliation statements until the termination of its CTC recovery/refund.
3. That PPL submit, if necessary, as determined by the Company, appropriate tariff supplements reflecting revised CTC rates to become effective on ten days notice to insure full CTC recovery, or refund, and termination of the CTC on customers’ bills by December 31, 2010.
4. That PPL properly notify its customers of all CTC rate changes.
5. That PPL submit a final reconciliation of its CTC by January 31, 2011 to be subject to a public hearing to be held pursuant to 66 Pa. C. S. § 1307(e), as well as an audit.
6. That all Joint Petitioners in PPL’s restructuring proceeding at R-00973954 be notified of the Commission’s action.
7. That Docket No. M-2009-2145273 be closed.
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BY THE COMMISSION









Rosemary Chiavetta










Secretary

(SEAL)

ORDER ADOPTED:  July 15, 2010
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