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OPINION AND ORDER
BY THE COMMISSION:


Before the Public Utility Commission (“Commission”) for consideration is the Petition for approval of the Long-Term Infrastructure Improvement Plan (“LTIIP”) of PPL Electric Utilities Corporation (“PPL Electric”).  The LTIIP was filed on September 18, 2012, in the above-captioned proceeding.  Also before the Commission are the Comments on the LTIIP submitted by: The Office of Consumer Advocate (“OCA”), filed on October 9, 2012; and PPL Industrial Customer Alliance (“PPLICA”), also filed on October 9, 2012.  PECO Energy Company (“PECO”) filed a petition to intervene on October 8, 2012.  
INTRODUCTION

On February 14, 2012, Governor Corbett signed into law Act 11 of 2012, which amends Chapters 3, 13 and 33 of Title 66.  Act 11 provides, among other things, utilities with the ability to implement a Distribution System Improvement Charge (“DSIC”) to recover reasonable and prudent costs incurred to repair, improve or replace certain eligible distribution property that is part of the utility’s distribution system.  The eligible property for the utilities is defined in 66 Pa. C.S. §1351.  Act 11 states that as a precondition to the implementation of a DSIC, a utility must file a LTIIP with the Commission that is consistent with 66 Pa. C.S. §1352.  

On April 5, 2012, the Commission held a working group meeting for discussion and feedback from stakeholders regarding its implementation of Act 11.  PPL Electric was one of the participants in the working group.  On May 10, 2012, the Commission issued a Tentative Implementation Order addressing and incorporating input from the stakeholder meeting.  


On August 2, 2012, the Commission issued the Final Implementation Order, at Docket Number M-2012-2293611, establishing procedures and guidelines necessary to implement Act 11.  The Final Implementation Order adopts the requirements established in 66 Pa. C.S. § 1352, provides additional standards that each LTIIP must meet, and gives guidance to utilities for meeting the Commission’s standards.  The Final Implementation Order of Act 11 requires the inclusion of the following seven elements in the LTIIP:   

(1) Types and age of eligible property;
(2)  Schedule for its planned repair and replacement;
(3)  
Location of the eligible property;
(4)  Reasonable estimates of the quantity of property to be improved;
(5) Projected annual expenditures and measures to ensure that the plan is cost      effective;
(6) Manner in which replacement of aging infrastructure will be accelerated and how repair, improvement or replacement will maintain safe and reliable service; and
(7) A workforce management and training program.

PPL Electric, a public utility and electric distribution company as defined in Pa. 66 C.S. §§ 102 and 2803, provides electric distribution, transmission and provider of last resort services to approximately 1.4 million customers in a certified service territory that spans approximately 10,000 square miles in all or portions of 29 counties in eastern and central Pennsylvania.   

Copies of the Petition were served in accordance with the Final Implementation Order on the statutory advocates as well as the active parties in PPL Electric’s current base rate case proceeding, docketed at R-2012-2290597.  No protests were filed.  Two parties, OCA and PPLICA, filed comments, but did not request hearings.  One additional party, PECO filed a Petition to Intervene.  No hearings were requested or held.
PECO’S PETITION TO INTERVENE


Discussion

PECO timely filed a Petition to intervene in this case pursuant to Section 5.72 of the Commission’s regulations.  Section 5.72 of the Commission’s regulations provide in pertinent part that a person is eligible to intervene if it meets one of the following criteria: (1) a right conferred by statute of the United States or of the Commonwealth; (2) an interest which may be directly affected and which is not adequately represented by existing participants, and as to which the petitioner may be bound by the action of the Commission in the proceeding; and (3) another interest of such nature that participation of the petitioner may be in the public interest.  


PECO respectfully requests that the Commission grant its Petition to Intervene as it states that it has a significant interest in the proceeding.  However, we are not persuaded by PECO’s assertion.  In a generic proceeding to implement Act 11 of 2012, the Commission directed all jurisdictional utilities seeking to implement a DSIC to first file a LTIIP so that the Commission can review the unique and specific information provided to it by the particular utility.  This instant proceeding concerns the approval of PPL Electric’s respective LTIIP so that it may implement a DSIC in the future per Act 11 and our Implementation Order.  PECO has no direct interest in the review of PPL Electric’s LTIIP or the implementation of PPL Electric’s individual DSIC.  The results of the particular proceeding will not be binding on PECO as each utility’s respective LTIIP will vary based upon the information submitted to the Commission.  

Resolution

This proceeding will only impact PPL Electric and its ratepayers, not PECO.  PECO is not directly affected by the outcome of this proceeding.  Moreover, PECO does not even plan to be an “active” participant, but rather states that it “will closely monitor the filing made by the active parties and the Commission.”  For these reasons, the Commission denies PECO’s Petition to Intervene.  

PROPERTY TO BE IMPROVED, REPAIRED AND REPLACED

Discussion


In accordance with the Commission’s Final Implementation Order, PPL Electric focused the LTIIP on DSIC eligible property, as prescribed in 66 Pa. C.S. §1351.  Within the LTIIP, PPL Electric categorizes the distribution system infrastructure planned for replacements into 32 asset groups and provides a description of the DSIC eligible projects.  Details on each of the asset groups includes factors used to identify the need for the project, average age of the asset, scope of the project including the number of units to be replaced or improved over the next five years, the approximate location by geographic region for the projects and the yearly expenditures for the next five years, 2013 to 2017, for each asset class.  The Property to be Improved, Repaired and Replaced section of the LTIIP addresses the first four of the seven required elements. 



PPL Electric states that nearly half of its distribution system was constructed 40 or more years ago and therefore, it is increasingly critical to plan for the repair and replacement of these items.  In 2008-2009, PPL Electric conducted an assessment and maintenance study of its distribution system which determined that a programmatic and accelerated replacement of infrastructure would be the most cost-effective way to address aging infrastructure and ensure system reliability and integrity.  This led to the implementation of an Asset Optimization Strategy (“AOS”).  PPL Electric approximately doubled its planned investment in DSIC-eligible property since 2009 as a result of the AOS.

The LTIIP is a continuation of PPL Electric’s AOS infrastructure replacements, in addition to various other capital investments to ensure the safety and reliability of the distribution system.  PPL Electric states that nearly half of PPL Electric’s distribution infrastructure was installed in the 1960s and 1970s.  The investment in the distribution assets are expected to mitigate the growth in equipment failure projects in the short-term and eventually reverse the trend in the long-term.  
Comments
No comments were received regarding: 
(1) Types and age of eligible property;
(2)  Schedule for its planned repair and replacement;
(3)  
Location of the eligible property; and
(4)  Reasonable estimates of the quantity of property to be improved.
Resolution

Upon review of PPL Electric’s LTIIP, the Commission finds that the requirements of elements one through four of the Final Implementation Order of Act 11 have been fulfilled.  The Commission acknowledges the level of detail contained within the LTIIP for each of these four items conforms to Commission requirements and is presented in a manner that allows for complete and efficient review of, and reference to, these materials.   
PROJECTED ANNUAL EXPENDITURES AND MEASURES TO ENSURE THAT THE PLAN IS COST EFFECTIVE 

Discussion


PPL Electric’s LTIIP shows the projected annual expenditures for each of the 32 asset groups on a yearly basis over the next five years, 2013 to 2017, a total of the expenditures for each program at the conclusion of the five year period and the overall annual expenditures for all DSIC eligible property.  


Regarding measures to ensure the cost effectiveness of the LTIIP, PPL Electric states that a routine review of the effectiveness of its program will be implemented.  Program and project impacts on the System Average Interruption Duration Index (“SAIDI”) and System Average Interruption Frequency Index (“SAIFI”), in addition to potential reductions in outage response costs, are compared to overall program and project costs.  PPL Electric utilizes a project prioritization process that defines the cost-effectiveness of programs and projects to ensure effective optimization of reliability investments.  

Comments 


In its Comments, OCA commends PPL Electric for its efforts in providing a significant level of detail in the LTIIP.  


The OCA further states that certain additional information may be needed to properly evaluate whether PPL Electric’s LTIIP meets all the requirements of Act 11 and the Final Implementation Order.  OCA requests that PPL Electric file its AOS, as referenced in the LTIIP, to provide relevant and important information and assist in determining if PPL Electric’s LTIIP meets the requirements of Final Implementation Order for Act 11.

OCA’s comments continue regarding the cost effectiveness requirement in Act 11.  Specifically, OCA submits that while PPL Electric states that the LTIIP is cost effective, it does not provide any calculations, metrics or other information to assist the Commission in making the determination that the LTIIP is in fact, cost effective.  OCA states that the Commission may want PPL Electric to supplement its LTIIP with information similar to that contained in PPL Electric’s Biennial Inspection, Maintenance, Repair and Replacement Plan (“Biennial Report”), where PPL Electric calculates avoided costs and the benefits of infrastructure repair and replacements through 2017.



In its comments, PPLICA states that it does not object to the LTIIP at this time, but submits that the scope of investment projected for the LTIIP demands the highest degree of scrutiny to ensure that the completed capital improvements remain reasonably consistent with projections outlined in the LTIIP and limited to eligible assets.  PPLICA states that the Commission should conduct ongoing reviews of any method applied by PPL Electric to measure cost-effectiveness, including prioritization process, asset health indices and PPL Electric’s use of reliability performance indicators to assess program impacts.  PPLICA encourages the Commission to develop robust procedures to ensure that PPL Electric’s future implementation of the LTIIP remains reasonably consistent with the projected capital improvements and that PPL Electric’s calculation of the DSIC includes only eligible property.  

Resolution

The Commission, in reviewing the LTIIP, agrees with the OCA that additional information is necessary to determine if PPL Electric’s LTIIP meets all requirements of Act 11.  In response, Commission staff requested that PPL Electric file a copy of the referenced AOS document along with supporting information, including calculations and tabulated summaries, to show the cost effectiveness of the planned infrastructure repairs and replacements described in the LTIIP.  The Commission also reviewed PPL Electric’s most recent Biennial Plan on file with the Commission.  

In response to Commission Staff data request TUS-P-2, PPL Electric explains that project impact on SAIDI and SAIFI, in addition to potential reductions in outage response costs, are compared to the overall project costs.  The optimal selection for program funding is more complex than simply funding the highest returning customer interruption per dollar program.  The optimal program mix must consider regulatory requirements, program synergy, short and long term reliability, safety, customer satisfaction and other factors.  Regarding the Biennial Plan, PPL Electric states that once a capital need is identified, the project would not be reflected in the Biennial Plan but rather would be reflected in the LTIIP.     

PPL Electric provided tabulated savings data for a five year period, 2013 to 2017, for each of the 32 distribution asset classes.  For each asset class, PPL Electric listed savings for customer interruptions and maintenance savings.  For the purpose of producing savings calculations, each program is evaluated as if it were the only program being implemented to provide a ranking.  These figures represent the avoidance of potential and likely customer interruptions not yet incurred, and not necessarily a reduction from the previous year’s customer interruptions.  


The Commission has reviewed PPLICA’s comments and agrees that it is necessary to continually measure cost-effectiveness via the project prioritization process, asset health indices and PPL Electric’s use of reliability performance indicators.  As stated in the Final Implementation Order, a Commission approved LTIIP is subject to periodic review and the Commission is required to initiate a rulemaking that governs the five-year review of the LTIIP.  The process for the periodic review of approved LTIIPs is being addressed in a rulemaking at L-2012-2317274.  The Commission invites all interested parties to submit comments so that it can provide a comprehensive process for the ongoing review of approved LTIIPs and ensure that companies remain in compliance with their respective LTIIP.



Upon review of PPL Electric’s LTIIP and all supplemental information and explanations filed, the Commission finds that the requirements of element five of the Final Implementation Order of Act 11, projected annual expenditures and measures to ensure that plan is cost effective, have been fulfilled. 

MANNER IN WHICH REPLACEMENT OF AGING INFRASTRUCTURE WILL BE ACCELERATED AND HOW REPAIR, IMPROVEMENT OR REPLACEMENT WILL MAINTAIN SAFE AND RELIABLE SERVICE


Discussion


The Final Implementation Order acknowledges that some utilities have already taken substantial steps to increase prudent capital investment to address aging infrastructure and states that the LTIIP should reflect how the DSIC will maintain or augment acceleration of the infrastructure replacement and prudent capital costs.    

PPL Electric’s LTIIP states that PPL Electric has already significantly increased its capital expenditures on distribution related infrastructure.  In a time period from 2007 to 2012, PPL Electric more than doubled the amount it was investing in capital infrastructure.  The LTIIP shows that PPL Electric has accelerated its investment plans over the amount contained in the five year plan and PPL Electric will not only accelerate the level of distribution infrastructure investment that it had established as part of the AOS, but PPL Electric projects a continued increase in the amount it invests each year throughout the five year period covered by the LTIIP.  

The AOS was developed to address the predicted wave of equipment failures resulting from the age distribution of the asset base.  PPL Electric began the capital replacements on its distribution system with engineering projects, and then initiated large material purchases for proactive and accelerated replacements in 2009, followed by a ramp-up period in 2010 and full implementation of the plan in 2011.     
PPL Electric’s 2008-2012 Capital Investment Plan: Pre and Post-AOS Study 

(Dollar Figures in Millions)  
	
	2008
	2009
	2010
	2011
	2012
	5 year total

	Pre-AOS Study
	$46.34
	$44.40
	$44.25
	$47.93
	$50.42
	$233.34

	Post-AOS Study
	$44.02
	$55.36
	$111.06
	$131.65
	$106.80
	$448.89


PPL Electric’s Planned Asset Repair/Replacement Expenditures per LTIIP

 (Dollar Figures in Millions)  
	2013
	2014
	2015
	2016
	2017
	5 year total

	$132.68
	$136.73
	$139.51
	$147.02
	$149.23
	$705.17



Regarding how the repairs, improvements or replacements detailed in the LTIIP will maintain safe and reliable service, PPL Electric states that it will ensure a reduction in the number of outages that are the result of equipment failure, which will directly improve the reliability of service provided to its customers.  The programs included in the LTIIP are expected to arrest growth in failures caused by aging equipment, and eventually, reduce the number of equipment failures experienced on PPL Electric’s distribution system, thus improving reliability.  

Comments:


OCA’s comments state that the Commission must determine if PPL Electric will accelerate infrastructure repair and replacement in a cost effective manner.  The Company must demonstrate that the acceleration of infrastructure repair and replacement set out in the LTIIP is greater than the normally occurring infrastructure repair and replacement that PPL Electric has previously accomplished.   


OCA states that certain additional information may be needed to properly evaluate whether PPL Electric’s LTIIP meets all the requirements of Act 11 and the Final Implementation Order.  OCA requests that PPL Electric file its AOS, to provide relevant and important information and assist in determining if PPL Electric’s LTIIP meets the requirements of the Final Implementation Order for ACT 11.  OCA requests that PPL Electric should supplement its filing in this proceeding and provide the AOS.

Additionally, the OCA notes that PPL Electric makes biennial filings regarding inspection, maintenance, repair and replacement and periodic filings regarding the Company’s capital investment plans.  The OCA submits that it may be more helpful to determine acceleration by reviewing PPL Electric’s Biennial Reports.  Comparison of these reports with the LTIIP could assist the Commission in determining if PPL Electric’s LTIIP meets the requirements of Act 11.   

Resolution

Although the information contained within the LTIIP shows a trending increase in expenditures on DSIC eligible property from 2008 through 2017, the Commission agrees with the OCA that comparison of the AOS and the Biennial Reports can be beneficial in reviewing LTIIP filings.  

The Commission has reviewed and compared the information within the LTIIP, AOS and Biennial Reports and found no data to dispute the information contained in the LTIIP that clearly shows PPL Electric has increased DSIC-eligible infrastructure replacements in the years prior to Act 11 and plans to continue this increasing trend over the next five years.  In addition, in response to Commission Staff data request TUS-P-3, additional information was provided by PPL Electric showing the previous five-year historical replacements, on a per unit basis, for each of the 32 DSIC eligible asset groups.  

In response to Commission Staff data request TUS-P-4, where the Commission requested additional information showing how the planned improvements of the LTIIP are projected to increase reliability of PPL Electric’s distribution system, PPL Electric states that equipment failures are increasing exponentially.  PPL Electric’s accelerated investment in its infrastructure is expected to essentially eliminate the projected increase in Customer Interruptions (“CI”) and Customer Minutes Interrupted (“CMI”) and potentially reduce those indices in the future.  CI and CMI are used as direct representations for SAIDI and SAIFI respectively.  PPL Electric states that the data is “highly volatile” and thus presented with a range of results. 


Upon review of the LTIIP, the Commission finds that the requirements of the Final Implementation Order of Act 11, for the manner in which replacement of aging infrastructure will be accelerated and how repair, improvement or replacement will maintain safe and reliable service, have been fulfilled.  PPL Electric is clearly planning to accelerate its infrastructure replacement over the timeframe of the LTIIP and has demonstrated that completion of the planned projects of the LTIIP will maintain safe and reliable service.  
WORKFORCE MANAGEMENT AND TRAINING PROGRAM


Discussion

The Final Implementation Order requires utilities to include within its LTIIP a workforce management and training plan designed to ensure that the utility will have access to a qualified workforce to perform work in a cost-effective, safe and reliable manner.


For PPL Electric’s workforce, the Company provided a description of a rigorous formal training and evaluation process administered for all qualified electrical workers, as defined by OSHA 29 CFR 1910.238 Electrical Power Generation, Transmission and Distribution.  


PPL Electric’s formal training programs are administered by a group of 35 employees who lead the design and development of the programs with input from craft employees from the field.  


The training, which includes classroom theory and hands-on fieldwork, is delivered in phases, over varying lengths of time depending on the subject matter.  The trainees are evaluated throughout the program through written or performance examinations.  An employee must complete each training module prior to progressing to the next phase of training.  


Trainees in key programs must complete additional skills assessments and are evaluated by a panel of knowledgeable field supervisors and experienced bargaining unit craft members.  


PPL Electric has implemented a Strategic Workforce Plan that provides a 15 year analysis of projected employee turnover by job category, a resource pool and coursing and recruiting strategies to ensure the ability to attract, hire, develop and retain qualified workers.  
  


PPL Electric’s Contract Management department administers a standard process for soliciting contractors to perform work identified to be completed by independent contractors.  The process includes evaluating the technical and financial qualifications to meet the contractual commitments and level of qualification of employees to perform the work.  Employee qualification programs for non-union contractors are stringently reviewed to assess the contractor’s training program, such as on the job training and certification programs.  

PPL Electric monitors the contractor’s performance through several activities that may include direct job oversight through on-site supervision, monthly job quality evaluation reports, safety performance and validating billing activities that meet contractual expectations.  

Comments
 No comments were received regarding the workforce management and

training program.


Resolution


Upon review of the LTIIP, the Commission finds that the workforce management and training program requirements of the Final Implementation Order of Act 11 have been fulfilled.  
CONCLUSION

The Commission has reviewed each of the seven required elements of PPL Electric’s Petition for Approval of its LTIIIP individually and has taken into account the Comments received on this Petition.   



No objections or comments were received from federal, state or local governmental agencies regarding this filing.


Upon review, the Commission finds that the PPL Electric Long-Term Infrastructure Improvement Plan and manner in which it was filed conforms to the requirements of Act 11, the Final Implementation Order of Act 11 and 66 Pa. C.S. § 1352.  Moreover, the Commission has reviewed the filing and does not find it to be inconsistent with the applicable law or Commission policy; THEREFORE,
IT IS ORDERED:
1. That the Petition for approval of a Long-Term Infrastructure Improvement Plan filed by PPL Electric Utilities Corporation is hereby granted.


2.  
That the Petition to Intervene filed by PECO Energy Company has been denied.  
[image: image1.png]



BY THE COMMISSION,


Rosemary Chiavetta


Secretary

(SEAL)

ORDER ADOPTED: January 10, 2013

ORDER ENTERED:  January 10, 2013
PAGE  
16

