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Light Company
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PPLICA's Exceptions.
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of PPLICA; and granting the Reply Exceptions of PP&L and the OCA to the
extent consistent with this Opinion and Order.
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BY THE COMMIBBION:

Before the Commission for review is Supplement No. 56 to
Tariff Electric Pa. P.U.C. No. 200 filed by Pennsylvania Power &
Light Company ("PP&L") on October 5, 1995, in compliance with our
Opinion and Order entered on September 27, 1995, in the above
docketed proceeding.

On October 16, 1995, the PP&L Industrial Customer Alliance
("PPLICA") filed Exceptions to the compliance filing.

On October 20, 1995, PP&L and the Office of Consumer
Advocate ("OCA") separately filed Reply Exceptions to PPLICA's
Exceptions.

piscussion

In our Opinion and Order of September 27, 1995, we directed
PP&L to file tariffs or tariff supplements affording it an
opportunity to achieve additional annual revenues of



'$2,507,896,000 or an increase of $85,125,000 as well as make
Certain changes in its rate structure subject to certain
constraints. Supplement No. 56, as filed by PP&L, is alleged to
produce an overall annual increase of $85,068,774 to PP&L's
retail rates resulting in the following tariff revisions:

e An overall 3.77% increase in base rates;

A decrease in the Energy Cost Rate from 1.0377¢/KWH to a
negative 0.134C/KWH;

* An increase in the State Tax Adjustment Surcharge from a
negative 1.04% to a negative 0.58%;

=+ An increase in the Special Base Rate Credit Adjustment
from a negative 2.30% to a negative 1.21%.

PP&L included a proof of revenues and supporting
calculations in order to affirm its claim of compliance. In
addition, in response to our specific direction, PP&L has
included in its compliance filing, a traditional proporticnal
scaleback of its original proposal and the establishment of a
separate rate class for interruptible service customers that is
limited as to the rate increase to that class of customer to no
more than 1.5 times the system average increase (Order, pp. 211~
12).

No party has excepted to PP&L's compliance filing insofar as
the total annual revenue increase is concerned. PPLICA has filed
two Exceptions that are limited to PP&L's rate structure and
challenge the proposed allocation of the rate increase to the LP-
5 rate class as well as the design of new Rate Schedule IS-T

(Interruptible Service - Transmission).

Specifically, PPLICA excepts to the compliance filing as

feollows:



PP&L's compliance filing improperly scales back the
Commission approved increase resulting in a
disproportionate share of that increase being placed
upon the LP-5 Firm Class.

PP&4L's compliance filing reflects an improper redesign
of PP&L's interruptible rate offering, thereby
violating the Commission's Order.

With respect to PPLICA's first Exceptién, it appears, as
stated by PP&L in its Reply Exceptions, that PPLICA does not
dispute that PP&L's compliance filing implements the specific
requirements of our Order. Instead, it appears that PPLICA
objects to the order in which PP&L implemented the regquirements
of the Order. That is, PPLICA would have PP&L be required to
create the new interruptible rate class and then scaleback the
original class revenue allocation subject to the 1.5 times system
average increase. PP&L's compliance filing is the opposite in
that it has first scaled back the original increase and then
created the interruptible rate class with annual class revenues
capped at no more than 1.5 times the system average increase.
According to PP&L and the OCA, the effect of granting the
PPLICA's Exception is to allocate an additional $2.5 million to
other classes, principally residential customers.

In our Order we explicitly adopted the ALJ's recommendation
on the overall revenue distribution which adopted the general
PP&L proposal. We then modified the general PP&L proposal by
limiting the increase to the interruptible rate class to 1.5
times the system average increase; the only part of the PPLICA's
position that we adopted relative to revenue distribution.
PPLICA's Exceptions makes certain unsubstantiated assumptions as
to how PP&L would have treated interruptible service customers if
separate rate classes had been established initially by PP&L in
its original filing. However, PP&L did not make these proposals
initially and, as a result, PP&L made its compliance filing based
on the order in which the rate increase was established in its
original filing. This is what was dictated by our Order when we
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‘adopted the ALJ's recommendation. PPLICA's proposal attempts to
introduce a revenue distribution at this point in time that was
not advocated nor considered by any party during the proceeding.
As a result, as well as the possibility of an additional increase
to the residential class of customers who are already receiving a
higher than system average increase, we will deny the Exception
of PPLICA on this issue and determine that the revenue
distribution of PP&L is in compliance with our Order.

With respect to PPLICA's second Exception, PPLICA argues
that PP&L is proposing a new “design” for interruptible service
rates. Specifically, it appears PPLICA is arguing that the
existing rate design of the Interruptible Power Option be
retained as a separate rate for interruptible service customers
and that the increase to each element of the new interruptible
service rate be limited to no more than 1.5 times the system
average increase.

PP&L argues that it has not changed the rate design for
interruptible service customers. The same elements that existed
in the Interruptible Power Option, that is, a demand charge, an
energy charge and a meter charge, exist in the new Rate Schedule
IS-T. However, PP&L has changed the individual charges for these
rate elements so as to limit total annual revenues from the
interruptible class of customers to no more than 1.5 times the
system average increase. Since the system average increase as
contained in this compliance filing is 3.77%, 1.5 times this
average would limit any class increase to 5.655%. The increase
to interruptible service customers under Rate Schedule IS-T as
proposed by PP&L is 5.65%.

In our Order, we stated:

We, hereby, reject PP&iL's proposed rate design which
would eliminate the separate interruptible tariff and
replace this with an interruptible credit. We direct
the Company to retain the rate design consistent with
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the recommendations contained herein. (Order at 229).
In addition, two paragraphs earlier, we state:

Further, argquments which are grounded in the principles
of gradualism, when viewed in the proper context, are
persuasive that the rate increase for the interruptible
rate option class be limited to 1.5 times the system
average ... . (emphasis provided).

The rate design for Rate Schedule IS-T as compared to the
Interruptible Rate Option has not been changed by PP&L in the
compliance filing. The rate has the same design with the charges
adjusted to meet the interruptible class annual revenue increase
restrictions imposed by our Order. The Exception of PPLICA in
this regard is not appropriate and we will deny the Exception.

Upon review of the compliance filing by PP&L, we believe
that PP&L has made a good faith effort to follow the requirements
of our Order with respect to revenue distribution and the
creation of a separate interruptible class of customers, and,
further, we are of the opinion that it has succeeded in this
regard. on the other hand, it appears to us that PPLICA's
Exceptions are misplaced and unfounded because, while PPLICA has
prevailed on the creation of a separate interruptible rate class
and a limitation on the amount of the rate increase to be applied
to this new rate class, it is not satisfied and is, by its
Exceptions, simply attempting to shift a larger portion of the
allowed increase to the other rate classes, primarily the
Residential class.

Finally, a review of the remainder of PP&L's compliance
filing indicates that it has met the requirements of our Order.
As such, in consideration of the foregoing, we will approve
Supplement No. 56 to Tariff Electric No. 200 as being in
compliance with the requirements of our Order entered on
September 27, 1995, and we will permit the rates contained
therein to become effective for service rendered on and after
September 28, 1995; THEREFORE,
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IT I8 ORDERED:

1. That Supplement No. 56 to Tariff Electric No. 200,
filed in compliance with our Opinion and Order entered September
27, 1995, in the above docketed proceeding, be, and is hereby,
approved effective for all service rendered on and after
September 28, 19385.

2. That the Exceptions of the PP&L Industrial Customer

Alliance be, and are hereby, denied.

3. That the Reply Exceptions of Pennsylvania Power & Light
Company and the Office of Consumer Advocate be, and are hereby
granted to the extent consistent with this Opinion and Order.

BY THE COMMIBBION,

St st

Secretary

(Seal)
ORDER ADOPTED: October 26, 1995
orDER ENTERED: QJCT 26 1995



