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OPINION AND ORDER
	
BY THE COMMISSION:

On December 13, 2012, PPL Electric Utilities Corporation (PPL) filed a Petition for Authorization to Defer, for Accounting Purposes, Certain Unanticipated Expenses Relating to Storm Damage (Petition).  PPL is requesting that we issue an order under section 1701of the Public Utility Code (66 Pa. C.S. § 1701, (mandatory system of accounts), granting it the authority to defer, for accounting purposes, unanticipated expenses attributable to storm damage associated with Hurricane Sandy which affected the Company’s service territory and surrounding areas in late October 2012.  At this time PPL is not requesting that the Commission decide ratemaking treatment for these expenses but only that it has the Commission’s permission to defer the costs so that it may seek recovery of these expenses in the next base rate case filed by the Company pursuant to section 1308(d) of the Public Utility Code, 66 Pa. C.S. § 1308(d).
The petition was served on the Bureau of Investigation and Enforcement, Office of Consumer Advocate, and the Office of Small Business Advocate.  No parties have filed protests in this proceeding.  On January 4, 2013 the OCA filed an answer to the petition that stipulated approval conditions which have been included into the first Ordering Paragraph.

For the reasons set forth below, we shall grant the Petition with certain conditions consistent with those attached to similar requests to defer extraordinary loses for regulatory accounting and reporting purposes in the past.  

PPL is a public utility corporation that furnishes electric service to approximately 1.4 million customers throughout its service territory, which includes all or portions of 29 counties and encompasses approximately 10,000 square miles in eastern and central Pennsylvania.  PPL is a “public utility” as defined in Sections 102 and 2803 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§ 102, 2803.  General Instruction No. 7 of the NARUC System of Accounts permits, upon Commission approval, the debiting of extraordinary items in account No. 434 if they relate to the effects of events and transactions that are not typical or customary business activities of a company.  The expenses incurred by PPL as a result of Hurricane Sandy clearly fall within this category.

Hurricane Sandy struck Pennsylvania from the morning of October 29 to late October 30.  PPL’s service territory experienced heavy rainfall and high winds, with gusts over 80 mph.  Most of PPL’s service territory experienced at least 2 inches of rain, while some areas received up to 5 inches.  Restoration was hampered for many days by the prolonged windy conditions.  Many of the Company’s distribution facilities were badly damaged, with service interrupted to 523,936 customers.  PPL was required to replace 619 poles and 1,494 cross arms.  Seventy-six miles of wire required repair or replacement as a result of the storm.  Hurricane Sandy was the most damaging storm in PPL’s service territory since records have been kept.
                     PPL anticipates that the total expenses incurred will exceed $60 million dollars.  From this total cost, PPL has excluded transmission related expenses, straight time wages and capital costs from the amount included in this Petition.  After the exclusion of these expenses, and the portion covered by PPL’s storm insurance, PPL estimates that it has experienced approximately $20 to $30 million dollars in net distribution related storm damage expenses.

                     The Commission has approved prior petitions seeking approval of deferred accounting treatment for extraordinary expenses, including storm related expenses.  See e.g. Petition of PPL Electric Utilities Corporation for Authorization to Defer, for Accounting Purposes, Certain Unanticipated Expenses Relating to Storm Damage, Docket No. P-2011-2270396 (Opinion and Order Entered December 15, 2011).
 
PPL requests that regardless of the amortization schedule, it be authorized to seek recovery of all deferred Sandy-related expenses including that portion which may have been already amortized when it files.  These expenses include actual costs ‒ excluding capital costs, insurance recovery, and straight time wages and benefits.  The issue for consideration before the Commission is whether PPL should be authorized to defer certain unanticipated expenses associated with storm damage.  The ratemaking treatment of these expenses, if any, shall be addressed in a future ratemaking proceeding.

The issue as to whether the expenses are extraordinary and whether the expenses were reasonably and prudently incurred is not resolved in a Deferral Petition as no record is developed.  Rather, the standard which a utility must meet when seeking Commission authorization for deferral accounting is whether, based on Commission precedent, the expense item appears to be within the scope of the type of items that the Commission has allowed as an exception to the general rule against retroactive recovery of past expenses.

Approval of this petition is not a directive that PPL must defer these expenses, nor is it making any determination as to the veracity of the PPL’s claim or the appropriate treatment for the recovery of any allowable costs in a future period.  This Order only grants authorization for PPL to defer certain expenses for accounting purposes.

We find that PPL has established a prima facie case pursuant to the above standard.  However, we are not making any factual findings in this Order.  A petition seeking authorization for deferral accounting is not intended to create a factual record.  As such, this determination will be of no weight in such future proceeding.  The burden of proof remains with PPL pursuant to 66 Pa. C.S. § 315(a).  While we grant PPL’s petition subject to the conditions discussed herein, we will direct PPL to immediately begin expensing the deferred amounts in a reasonable amortization schedule; THEREFORE,

	IT IS ORDERED:

	1.	That PPL Electric Utilities Corporation’s Petition for authority to defer for accounting and financial reporting purposes certain expenses from damage caused to its property by Hurricane Sandy, and to amortize such expenses is granted subject to the following conditions: 

a. Authorization for deferred accounting treatment is not an assurance that future rate recovery is probable; 

b. PPL shall claim the deferred expenses at its first available opportunity; 

c. Upon entry of this Order, PPL shall begin expensing the deferred amounts on a reasonable amortization schedule; 

d. This Order does not preclude PPL from seeking recovery of the total amount of its deferred expenses; and 

e. This authorization is limited to PPL’s actual operations and maintenance costs for the damage caused by the storm, less insurance recovery, if any, and does not extend to straight time and capitalized costs. 

	2.	That nothing in this opinion and order limits the ability of any party to a future rate case to seek or oppose rate recovery of all or any part of the costs deferred pursuant to this authorization.  

	3.	That a copy of this order be served upon PPL Electric Utilities Corporation, the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate and the Office of Small Business Advocate.
 
 	4.	That this docket be marked closed.  
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Rosemary Chiavetta
Secretary


(SEAL)
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