PENNSYLVANIA
PUBLIC UTILITY COMMISSION
Harrisburg PA 17105-3265

		Public Meeting held May 5, 2011

Commissioners Present:

	Robert F. Powelson, Chairman
John F. Coleman, Jr., Vice Chairman
Tyrone J. Christy, Statement
	Wayne E. Gardner
James H. Cawley
	
ORDER

	PPL Electric Utilities Corp. Proposed Transmission Service Charge (TSC) Reconciliation for the Twelve Months Ending November 30, 2010
	M-2010-2213754



BY THE COMMISSION:

Before the Commission is the Recommended Decision of Administrative Law Judge (ALJ) Susan D. Colwell recommending approval of PPL Electric Utilities Corp.’s (PPL) transmission service charge (TSC) reconciliation for the twelve months ended November 30, 2010.  Consistent with the discussion below, this matter is being reviewed to consider whether PPL should use current or historical demand data to reconcile TSC charges.  PPL will provide additional information and support for its proposed reconciliation.  In a separate proceeding at Docket No. M‑2011‑2239714, we will consider, on an industry-wide basis, the full panoply of TSC reconciliation issues.[footnoteRef:1] [1:   See Investigation re TSC Reconciliation Methods, Docket No. M-2011-2239714.] 


Background

On December 10 and 14, 2010, PPL submitted its final 2010 TSC[footnoteRef:2] and Generation Supply Charge (GSC)[footnoteRef:3] reconciliation reports, respectively.  The statements were filed pursuant to the provisions of PPL’s Tariff – Electric Pa. P.U.C. No. 201 and Section 1307(e) of the Public Utility Code, 66 Pa.C.S. §§ 1307(e).  On February 8, 2011, a public hearing was held to review the TSC filing.  PPL and the Office of Trial Staff participated.  PPL’s proposed TSC reconciliation was not challenged on the record as to methodology or calculation.   [2:   See M-2010-2207826 for PPL’s TSC reconciliation filing.]  [3:   See M-2010-2213310 (GSC reconciliation filing) and M-2010-2213731 (GSC § 1307(e) proceeding). ] 


In her February 8, 2011 Recommended Decision, the ALJ concluded:  (1) that PPL’s TSC reconciliation filing was an adequate filing within the meaning of Section 1307(e), subject to such further review and revision as may be found necessary by the Commission; (2) that PPL’s December 2010 TSC reconciliation statement was accepted based on PPL’s unaudited data and did not constitute a final approval of the accuracy of the statement or of the reasonableness of the underlying transaction; and (3) that the recovery of asserted under-collections or the refund of over-collections should be implemented based upon the operation of the automatic adjustment clauses as set forth in PPL’s tariff.  

On March 22, 2011, PPL informed Commission staff that there was an error in the December 2010 TSC reconciliation statement.  In explaining the error, PPL indicated that it had used 2008 demand data rather than 2009 demand data to reconcile the 2010 TSC demand charges.[footnoteRef:4]   [4:   On April 29, 2011, at Docket No. M-2011-22440269, PPL submitted a TSC reconciliation statement for the five-month reconciliation period ending April 30, 2011.  The reconciliation statement reflected a correction adjustment, using the 2009 PLR to reconcile the 2010 TSC charges, to the net over- and under-collection balance at April 30, 2011, for the demand allocation error (i.e., using 2008 PLR to reconcile 2010 TSC charges).  On May 2, 2011, at Docket No. M‑2011‑2239805, PPL submitted proposed TSC rates to become effective June 1, 2011.  The proposed rates reflected the net over- and under-collection amounts from the reconciliation statement, including the demand allocation correction adjustment.] 

Discussion

Based upon PPL’s 2010 TSC reconciliation, approximately 100 large commercial and industrial (C&I) customers who have not elected to shop experienced significant TSC under-collection reconciliation increases to their 2011 bills for 2010 service, while the residential class has received a substantial TSC reconciliation refund pursuant to rates that became effective January 1, 2011.  While the reconciliation statement may be mathematically accurate, staff review of the underlying components has revealed two issues that require further review.  

First, PPL discovered and self-reported on March 22, 2011, that it used the wrong vintage of demand allocators (PLCs or Peak Load Contribution factors) for its TSC reconciliation calculation.  Correction of this miscalculation will substantially reduce the TSC under-collection from the C&I customers and will reduce the refund to residential customers presently being paid.  On April 29, 2011, PPL filed its TSC reconciliation of actual costs and revenues for December 1, 2010, through March 31, 2011, Docket No. M‑2011-2240269, which contained an adjustment to the over/under collection amount that reflects a correction of the miscalculation, going forward.  

Second, and potentially more significant, is a policy issue regarding the manner in which PPL allocates demand for TSC reconciliation purposes.  PPL allocated its 2010 actual TSC demand charges based on allocators calculated using historical 2009 TSC demand usage.  Staff review of this matter indicates that using 2009 demand allocators may have resulted in a misalignment between certain costs and cost causers and may have created inter-class subsidies.  

Under these circumstances, we shall defer our consideration of the Recommended Decision.  

In order to understand the implication of using historic demand as compared to using current demand for reconciliation purposes, PPL will file with the Secretary’s Bureau and serve to the statutory advocates, within 15 days of entry of this order, the following materials[footnoteRef:5]:   [5:   Should additional schedules or statements be required, we expect that PPL will furnish them in a complete and similarly timely fashion.  The schedules, spreadsheets, and worksheets are to include formulae and supporting documentation.] 


· Revised schedules/worksheets and rates showing what the over/under amounts would have been had 2010 PLC actual monthly demand factors been used to prepare the December 2010 reconciliation statement, i.e., revised Schedules 1, 2, and 3 of the TSC 1307(e) Reconciliation Statement showing what would have been filed on December 10, 2010, if 2010 PLC actual monthly demand factors had been used.  

· Revised Schedule A to the TSC final rate calculation, i.e., what the rates would have been as of January 1, 2011, had 2010 actual monthly demand been used.

· Worksheets showing precisely how the 2008, 2009, and 2010 PLCs were calculated.  

· Written justification for, and the pros and cons of, using historic (e.g., 2009) demand (i.e., peak load contribution or PLC factors) to reconcile current (e.g., 2010) TSC charges.  This discussion should include PPL’s position relative to the 2010 TSC reconciliation and PPL’s position relative to the role of historic demand in future reconciliations.

The statutory advocates will have 15 days to file comments after receipt of the PPL’s information as specified herein.  
We need not address PPL’s TSC charges on a going-forward basis in this proceeding because we are examining, on an industry-wide basis, at Docket No. M‑2011‑2239714, the full panoply of TSC reconciliation methods on a going-forward basis.

Finally, we note that the Bureau of Audits (Audits) has moved up its schedule for an audit of PPL’s 2010 TSC and GSC reconciliations.  

Conclusion

We believe that PPL’s use of historical demand to reconcile current TSC charges under the terms of its then-existing tariff requires further review.  Accordingly, we are deferring our consideration of PPL’s 2010 Section 1307(e) reconciliation filing, directing PPL to file and serve certain information and position statements, and providing for a comment period.  At a separate docket, we will consider, on an industry-wide basis, the various methods of reconciling charges in a dynamic market on a going forward basis; THEREFORE, 

IT IS ORDERED: 

1.	That consideration of the February 8, 2011 Recommended Decision of Administrative Law Judge Susan D. Colwell at this docket is deferred.  

2.	That PPL Electric Utilities Corp. shall file and serve on the statutory advocates, within fifteen (15) days of the entry of this order, the following materials:  

a. Revised schedules/worksheets and rates showing what the over/under amounts would have been had 2010 PLC actual monthly demand factors been used to prepare the December 2010 reconciliation statement, i.e., revised Schedules 1, 2, and 3 of the TSC 1307(e) Reconciliation Statement showing what would have been filed on December 10, 2010, if 2010 PLC actual monthly demand factors had been used.  

b. Revised Schedule A to the TSC final rate calculation, i.e., what the rates would have been as of January 1, 2011, had 2010 actual monthly demand been used.

c. Worksheets showing precisely how the 2008, 2009, and 2010 PLCs were calculated.  

d. Written justification for, and the pros and cons of, using historic (e.g., 2009) demand (i.e., peak load contribution or PLC factors) to reconcile current (e.g., 2010) TSC charges.  This discussion should include PPL’s position relative to the 2010 TSC reconciliation and PPL’s position relative to the role of historic demand in future reconciliations.

3.	That the statutory advocates have 15 days to comment on PPL Electric Utilities Corp.’s filing.  

4.	That the staff contacts on this matter are Louise Fink Smith, Law Bureau, 717-787-5000, finksmith@state.pa.us, and Richard Wallace, Bureau of Audits, 717‑787‑7236, riwallace@state.pa.us. 

5.	That staff will prepare a recommendation for Commission review.  


[image: ]						BY THE COMMISSION



						Rosemary Chiavetta,
						Secretary

(SEAL)

ORDER ADOPTED:  May 5, 2011

ORDER ENTERED:  May 19, 2011
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