
BEFORE THE


PENNSYLVANIA PUBLIC UTILITY COMMISSION
Pennsylvania Public Utility Commission, et al.
:


:
v.





:

R‑2010-2179522, et al.

:
Duquesne Light Company



:

PREHEARING ORDER

On July 23, 2010, Duquesne Light Company (Duquesne or Company) filed Supplement No. 35 to Tariff Electric-Pa. P.U.C. No. 24, containing proposed changes in rates, rules, and regulations calculated to produce approximately $87.3 million in additional annual distribution service revenues.  This rate change represents an average increase in distribution rates of approximately 22.6%, which equates to an average increase in total rates (distribution, transmission and generation charges) of approximately 6.7%.  Duquesne’s proposed general rate increase is based on a future test year ending March 31, 2011, and is designed to allow the Company an opportunity to earn an overall rate of return of 8.78%, including an 11.25% return on common equity.  Supplement No. 35 bears a proposed effective date of September 21, 2010.

            Duquesne is proposing to increase rates across all rate schedules for residential, small and medium commercial and industrial, and large commercial and industrial customer classes.  Rates will decrease for all lighting customers.  The distribution revenue increase moves all classes closer to the system average return and full cost of service.  The Company states that it considered moving the classes to the full cost of service in this filing, but did not bring all classes to full cost of service in order to mitigate bill impacts to customers.

            Duquesne is also proposing to modify its rate design for several rate schedules.  First, for schedules RH and RA, it proposes to replace the declining block rate structure during the heating season with a flat energy charge per kWh that is lower than the non-heating season energy charge.  Duquesne submits that this proposed rate design achieves the target revenue while mitigating significant bill impacts during the heating season, particularly for lower consumption customers.  Second, it proposes to separate the GSGM rate schedule into three rate schedules GS No Demand, GM<25 and GM>25.  Third, Duquesne is proposing to eliminate the current variable energy per kWh for schedules GL and L, while maintaining a minimum demand charge based on a customer’s contract demand.  However, for schedule GLH, which is the complementary electric space heating rate to schedule GL, the Company is proposing to bill a flat energy charge per kWh during the heating months (October to May) and eliminate the current fixed monthly customer charge during the heating season.  Fourth, for schedule L Duquesne is also proposing to eliminate the current declining block demand charge.  Finally, for schedule HVPS the Company is proposing to eliminate the variable demand charge.

            Under Duquesne’s proposed rate increase and revenue allocation, the majority of the Company’s residential customers—those served under Rate Schedule RS—will receive an increase of approximately 9.9% on a total billed revenue basis, and approximately 26.3% on a distribution revenue basis.  Approximately 20% is due to an increase in the customer charge from $7.00 to $8.50, while the remainder is the result of an increase in the rate per kWh.  The total average monthly bill for a residential customer using 600 kWh per month would increase by $7.77, a 9.4% increase.  Those residential customers who take service under Rate Schedule RH will receive an increase of approximately 13.4% on a total billed revenue basis, and approximately 42.0% on a distribution revenue basis.  Those residential customers who take service under Rate Schedule RA will experience an increase of approximately 11.8% on a total billed revenue basis, and approximately 43.2% on a distribution revenue basis.  Duquesne’s commercial and industrial customers will also experience significant increases in their rates under the Company’s rate increase and revenue allocation proposals.  However, lighting customers will experience a decrease in rates.

On September 16, 2010, an Order was adopted and entered by the Commission which, inter alia, suspended the proposed Supplement No. 35 to Tariff Electric-Pa. P.U.C. No. 24 until April 21, 2011, unless otherwise directed by the Commission, and ordered an investigation to determine the lawfulness, justness, and reasonableness of the rates, rules and regulations contained in the filing.  




To date, the Commission’s Office of Trial Staff (“OTS”) entered its appearance in this proceeding, while the Office of Consumer Advocate (“OCA”) and the Office of Small Business Advocate (“OSBA”) filed complaints.  The OCA complaint is filed at Docket No. C‑2010-2194660.  The OSBA complaint is filed at Docket No. C-2010-2193322.  In addition, the following individuals and entity filed formal complaints:  Duquesne Industrial Intervenors (“DII”)
, Mary M. Chestnut at Docket No. C-2010-2196790, Vicki Courie at Docket No. C‑2010-2201179, Sarah Divilly at Docket No. C-2010-2199945, Donald W. Killmeyer at Docket No. C-2010-2199926, Linda L. Sullivan at Docket No. C-2010-2153066, Janet Vento at Docket No. C-2010-2196479 and Delores D. White at Docket No. C-2010-2200548.  These complaints are consolidated in this action.  Petitions to Intervene were filed by Citizen Power, Inc. and the International Brotherhood of Electrical Workers, Local 29 (“IBEW”).  
            A prehearing conference was held on Friday, September 24, 2010.  Counsel for Duquesne, the statutory parties, DII, the IBEW and Citizen Power, Inc. attended the conference.  Mary M. Chestnut attended the conference and represented herself.  This Order memorializes the matters decided and agreed upon by the parties attending the conference.

Litigation Schedule


The parties agree upon the following litigation schedule:

	Date
	Event

	July 23, 2010
	Company Submission of Filing & Testimony

	September 24, 2010
	Prehearing Conference

	October 22, 2010
	Written Direct Testimony of All Other Parties Due In-Hand

	October 26, 2010, at 

2:00 p.m.
	Public Input Hearing – Beaver Falls, PA

	October 26, 2010, at 

7:00 p.m.
	Public Input Hearing – Allegheny County Courthouse, 
Pittsburgh, PA

	November 17, 2010
	Written Rebuttal Testimony Due In-Hand

	December 1, 2010
	Written Surrebuttal Testimony Due In-Hand

	December 6, 2010 by 12:00 p.m.
	Outline of Oral Rejoinder Due In-Hand

	December 7-9, 2010
	Technical Evidentiary Hearings in Harrisburg

	December 23, 2010 by 12:00 p.m.
	Main Briefs Due In-Hand

	January 7, 2011
	Reply Briefs Due In-Hand or Submission of Joint Settlement Petition Executed By Representatives of All Parties, Together With All Parties’ Statements In Support of Settlement


The parties are reminded of the Commission’s requirements for the preparation and filing of written testimony.  52 Pa. Code §5.412.  Written testimony must be accompanied by all exhibits to which it relates.  The above-stated dates are in-hand dates for service on the parties and the Presiding Administrative Law Judges (“ALJs”).  The parties and the Presiding ALJs agree to accept email transmission of such material, so long as the subject email is received by 4:30 p.m. on the date due and provided the email is followed the next business day by sending a hard copy of the same material via first-class mail postage prepaid to the parties designated on the Full Service List attached to this Order as Appendix B.  The email addresses of the Presiding ALJs are:  mhoyer@state.pa.us. and cjohnson@state.pa.us.  The Presiding ALJs will not accept facsimile transmissions greater than ten pages in length without prior authorization.  If in doubt, please call their office (412‑565-3550).

Hearings will begin promptly at 10:00 a.m. each day.  The parties must confer before commencement of the hearings to schedule their witnesses so as to avoid “holes” or “dead time” during the hearings.  The OCA requested an accommodation with respect to two proposed witnesses.  These witnesses will testify at an appropriate time when they are available during the scheduled hearing days.  The Presiding ALJs will determine the dates and times for presentation of these witnesses.   
Petitions to Intervene


The Petition to Intervene filed by the IBEW and the Petition to Intervene filed by Citizen Power, Inc. are granted.  
Parties


Duquesne Light, the OTS, OCA, OSBA, DII, IBEW, Citizen Power, Inc., Mary M. Chestnut, Vicki Courie, Sarah Divilly, Donald W. Killmeyer, Linda L. Sullivan, Janet Vento, and Delores D. White are parties to this proceeding.  The parties are directed to monitor filings with the Commission’s Secretary’s Bureau and advise the undersigned of any additional formal complaints filed after the date of this Order.    
Full Service List and Limited Service List


Parties, who did not attend the prehearing conference, will be included on the Limited Service List for this case.  Each party appearing on the Limited Service List will not be required to file and serve any documents in this case and the parties on the Full Service List will not be required to serve copies of their documents on those parties on the Limited Service List.  Parties on the Limited Service List will receive copies of Orders, Hearing Notices, the Recommended Decision and the Commission’s Decision.  The following Complainants/parties are on the Limited Service List: Vicki Courie, Donald W. Killmeyer, Janet Vento, Linda L. Sullivan, and Delores D. White.  The Limited Service List for this proceeding is attached hereto as Appendix A and made a part of this Order.   


Parties included on the Limited Service List have the right to appear and testify at any Public Input Hearing scheduled in this case.  Persons testifying at a Public Input Hearing, however, will not be permitted to also testify at the technical evidentiary hearings.  


All parties who attended the prehearing conference will be included on the Full Service List for this case since no attendees opted for a lesser degree of participation.  Each party appearing on the Full Service List must serve a copy of every document it files in this case, including, but not limited to discovery requests, motions, testimony, and briefs on every other party on the Full Service List in accordance with the schedule established at the prehearing conference.  In addition, every document filed must be served on both Presiding ALJs.  Discovery requests and responses are not to be served on the Presiding ALJs unless attached to a motion to compel.  The following parties are on the Full Service List for this proceeding: Duquesne Light, OTS, OCA, OSBA, DII, Mary Chestnut, Sarah Divilly, IBEW, and Citizen Power, Inc.  The Full Service List for this proceeding is attached hereto as Appendix B and made a part of this Order.       


Any party may send to the Presiding ALJs a letter requesting to be moved from either the Full Service List to the Limited Service List, or to be moved from the Limited Service List to the Full Service List.  Upon the receipt of such a request, the Presiding ALJs will issue an Order revising the Service Lists for this case.  Such changes will be effective as of the date of the Order and will not apply to any document filed and served prior to the date of that Order.
Public Input Hearings


At the prehearing conference, the attending parties agreed to hold two public input hearings on Tuesday, October 26, 2010.  The parties agreed to hold an afternoon public input session in Beaver County, at a site to be determined, at 2:00 p.m.  The parties attending the conference further agreed that an evening public input hearing, beginning at 7:00 p.m., would be held at a site to be determined in Pittsburgh, Allegheny County.  The Office of Administrative Law Judge has scheduled the following Public Input Hearings for Tuesday, October 26, 2010:  

1. Tuesday, October 26, 2010, at 2:00 p.m. 

Holiday Inn – Beaver Falls

7195 East Wood Road

Beaver Falls, PA  15010

2. Tuesday, October 26, 2010, at 7:00 p.m.

Allegheny County Courthouse

436 Grant Street, Room 313
Pittsburgh, PA  15219

Note:  You will need to enter on the Forbes Avenue side of the Allegheny County Courthouse.  After entering the building you will need to make a left at the fountain in order to gain access to the hearing room.  The main entrance to the building is not open after hours.

Public notice will occur as agreed upon or directed.  Other sites may be selected as well, if there is evidence of substantial public interest in conducting further public input hearings in additional areas.
Issues



In their respective prehearing memoranda, the parties identified various issues they may wish to pursue.  The reader is directed to these documents to review a recitation of these issues.  Additional issues may arise as the discovery process unfolds.



In addition to these issues, the Commission, in its September 16, 2010 Order suspending this tariff filing, identified the following issues, which it directs the parties and the Presiding ALJs to address in this proceeding:
1. The Commission’s analysis of Duquesne’s proposed general rate increase has identified an additional issue, “ring fencing,” that may have a significant impact on the rates to consumers of the utility.  Ring fencing protections allow the risks associated with the jurisdictional utility to be isolated from the risks associated with its affiliates of the consolidated entity.  The Commission has encouraged such protections in the past and would like the parties to this proceeding to address the ring fencing impact on rates.

2. Duquesne’s test year revenue and expense claims must be closely examined to determine their accuracy and the extent to which they support the requested revenue increase.

3. The level of capital investment appearing in Duquesne’s rate base claim must be closely reviewed to ensure that it was prudently made, and that any utility plant acquired is necessary, used and useful to the provision of electric distribution service.

4. Duquesne’s proposed revenue allocation must be carefully examined to determine whether or not it is just and reasonable.

5. Duquesne’s proposal to redesign the rate structure of residential heating and add-on heat pump customers must be carefully examined to determine whether or not it is just and reasonable.

6. Duquesne’s proposal to separate rate schedule GSGM into three new rate schedules must be carefully reviewed to determine whether or not it is just and reasonable.

7. Duquesne’s proposals to redesign the rate schedules for large commercial and industrial customers through the conversion to demand only rates, the elimination of variable demand charges and/or the elimination of declining block demand charges must be carefully reviewed to determine whether or not they are just and reasonable.

8. The cost allocation methodologies utilized in Duquesne’s class cost-of-service study must be thoroughly scrutinized in order to ensure that the results of the study are reasonably accurate, and to determine whether or not they support the Company’s proposed revenue allocation.

9. The cost allocation methodologies utilized in Duquesne’s class cost-of-service study must be thoroughly scrutinized to determine whether or not they support the Company’s proposed rate design changes.

10. Duquesne’s proposed updates to its tariff to clarify certain provisions and eliminate other provisions must be reviewed to determine whether or not such changes are appropriate.

11. Duquesne’s methodology for calculating its health care expenses must be closely examined.
See, Opinion and Order entered September 16, 2010, pp. 3-4; Appendix A.
Discovery



The parties shall engage in informal discovery whenever and wherever possible in an attempt to resolve any discovery disputes amicably.  52 Pa. Code §5.322.  If this process fails, the parties have recourse to the Commission’s procedures for formal discovery, as herein modified.  52 Pa. Code §§5.321, et seq.  The parties must not send the Presiding ALJs discovery material or cover letters, unless attached to a motion to compel.  All motions to compel must contain a certification of counsel of the informal discovery undertaken and their efforts to resolve their discovery disputes informally.  If a motion to compel fails to contain such certification, the Presiding ALJs will contact the parties and direct them to pursue informal discovery.



The OCA requested modification of the Commission’s procedures for formal discovery.  With the agreement of all parties attending the prehearing conference, that request is hereby granted.  Therefore, the following modified discovery procedure applies to this case:
1. When an interrogatory, request for production, request for admission or motion is served after 12:00 p.m. on a Friday or the day before a holiday, the appropriate response period is deemed to start on the next business day.
2. The response period for replying to written interrogatories, requests for production and requests for admissions is ten (10) calendar days of receipt.  Responses may be served electronically but hard copies must follow by first-class mail, unless otherwise agreed to by the parties.

3. Objections to written interrogatories, requests for production and requests for admissions are to be communicated orally to the party serving the interrogatory within three (3) business days of receipt and in writing within five (5) business days of receipt.  The parties are directed to confer, by telephone or e-mail, and attempt to resolve the objections.

4. Motions to dismiss objections and to compel response shall be filed with the Commission and served on the Administrative Law Judges and the other parties within three (3) business days of receipt of the written objections.  Answers to such motions shall be filed and served within three (3) business days after filing of the motion.  

5. Interrogatories, requests for production and requests for admissions that are objected to but which are not made the subject of a motion to compel will be deemed withdrawn. 

6. Requests for admission shall be deemed admitted unless objected to within five (5) calendar days of service or answered within ten (10) calendar days of service.

7. Pursuant to 52 Pa. Code §5.341(b), neither discovery requests nor responses thereto are to be served on the Commission or the Administrative Law Judges, although a certificate of service may be filed with the Commission’s Secretary’s Bureau.

8. Discovery requests, motions to compel and responses are to be served electronically as well as on paper.
Settlement and Stipulations


The parties are reminded it is the Commission’s policy to encourage settlements.  52 Pa. Code §5.231(a).  The parties are strongly urged to seriously explore this possibility.  Submission of a Joint Settlement Petition executed by representatives of all parties, together with all parties’ Statements In Support of Settlement, must be filed with the Secretary for the Commission and received in-hand by the Presiding ALJs no later than the close of business on January 7, 2011.  Statements in Support must address the issues of concern identified by the Commission in the Order entered on September 16, 2010 and set forth above.


If settlement is not feasible, the parties are encouraged to stipulate to any matters they reasonably can to expedite this proceeding, lessen the burden of time and expenses in litigation on all parties and conserve precious administrative hearing resources.  52 Pa. Code §§5.232 and 5.234.  All stipulations entered into by the parties must be reduced to writing, signed by the parties to be bound thereby, and moved into the record during the hearings in this case.  An exception to this requirement may occur when circumstances of time and expediency warrant.  If so, an oral presentation of a stipulation is permissible, if it is followed by a reduction to writing as herein directed.

Cross-Examination


Friendly cross-examination or cumulative cross-examination during hearings will not be permitted.  52 Pa. Code §§5.76 & 5.243.

Briefs


The parties must comply with 52 Pa. Code §§5.501, et seq., regarding the preparation and filing of briefs.  Page limitations on briefs will be discussed on or before the last day of hearing.  Where possible, the parties shall submit to the Presiding ALJs one hard copy of their briefs and one copy by email or on 3½” computer diskette.  If a party cannot provide a copy by email or on computer disk, it must submit two hard copies of briefs.  The electronic version of a brief must be prepared on an IBM compatible system in Microsoft Office Word 2003 format or in an earlier version of this software application.  If in doubt, please call the office of the Presiding ALJs for clarification.



IMPORTANT NOTICE:  All briefs must conform to the “Special Instructions for Briefs and Exceptions in Major Rate Increase Proceedings,” which are attached hereto as Appendix C and incorporated herein by reference as fully as though they were set forth herein in detail.  A party’s failure to follow these instructions in the smallest detail will result in non‑consideration of that party’s position, regardless of where the record may support it or the position of any other party to this proceeding.  Your anticipated cooperation will be appreciated.
Modification


Any of the provisions of this Prehearing Order may be modified upon motion and good cause shown by any party in interest.








Mark A. Hoyer








Administrative Law Judge








Conrad A. Johnson
Date:  October 4, 2010




Administrative Law Judge
� Membership in the Duquesne Industrial Intervenors includes the following companies: Allegheny Ludlum Corporation, Horsehead Corporation and Universal Stainless and Alloy Products, Inc.  
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