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OPINION AND ORDER


BY THE COMMISSION:


On May 11, 2015, PPL Electric Utilities Corporation (PPL or the Company) filed a proposed Refund and Recoupment Plan in compliance with the Commission’s Opinion and Order entered April 9, 2015, at the above docket.

PP&L Industrial Customer Alliance (PPLICA) filed an Exception to the Refund and Recoupment Plan on May 21, 2015.  For the reasons stated below, we shall grant PPLICA’s Exception to PPL’s DSIC Refund and Recoupment Plan.

Background

On February 14, 2012, Governor Corbett signed into law Act 11 of 2012 (Act 11) which, among other things, amended Chapter 13 of the Public Utility Code to allow electric distribution companies (EDCs) the ability to implement a Distribution System Improvement Charge (DSIC).  66 Pa. C.S. §§ 1350-1360.  Through a DSIC, EDCs may recover reasonable and prudent costs incurred to repair, improve, or replace certain eligible distribution property that is part of the utility’s distribution system.  Eligible property for EDCs is defined in 66 Pa. C.S. § 1351(1).  Act 11 states that, as a precondition to the implementation of a DSIC, a utility must file a long-term infrastructure improvement plan (LTIIP) with the Commission.  66 Pa. C.S. § 1352.  On August 2, 2012, the Commission entered its Order in Implementation of Act 11 of 2012, Docket No. M‑2012‑2293611 (Final Implementation Order), which established procedures and guidelines necessary to implement Act 11 and included a Model Tariff for DSIC filings (Model Tariff).

Pursuant to 66 Pa. C.S. § 1352, on September 18, 2012, PPL filed its LTIIP with the Commission at Docket No. P-2012-2325034 (PPL LTIIP).  PPL’s LTIIP was approved by the Commission on January 10, 2013.

On January 15, 2013, PPL filed a Petition for Approval of a DSIC (DSIC Petition), which included a proposed tariff supplement to introduce a DSIC Rider into the Company’s tariff.   

The Office of Consumer Advocate (OCA), the Office of Small Business Advocate (OSBA), and PPLICA intervened in the DSIC Petition.  Formal Complaints were also filed against PPL’s DSIC by certain residential customers.

By Opinion and Order entered May 23, 2013 (May 2013 Order), the Commission approved the Company’s DSIC Petition subject to recoupment and/or refund, pending final resolution of the following four issues:

0. Whether customers taking service under Rate Schedule LP-5 at transmission voltage rates should be included under the DSIC charge [sic];
0. If revenues associated with the Company’s Act 129 Compliance Rider (ACR), Smart Meter Rider, Universal Service Rider, Net Metering Rider, and Competitive Enhancement Rider (CER) riders [sic] in PPL’s tariff are properly included as distribution revenues;
0. Impact of Accumulated Deferred Income Taxes (ADIT) associated with DSIC investments; and
0. Calculation of state income tax component of the DSIC revenue requirement.
May 2013 Order at 20.

On June 6, 2013, PPLICA filed a Motion for Judgment on the Pleadings (PPLICA Motion).  PPLICA alleged that there was no genuine issue of material fact regarding the application of PPL’s DSIC to PPL’s Rate Schedule LP-5 customers, and that these customers should be excluded from PPL’s DSIC as a matter of law.

On June 20, 2013, PPL filed its compliance filing, as directed by the Commission in its May 2013 Order.  The Company’s DSIC rate became effective as of July 1, 2013, subject to refund.

On June 26, 2013, PPL filed an Answer to the PPLICA Motion, requesting that the Motion be denied.  PPL argued that PPLICA had not met the standards for granting judgment on the pleadings as a material fact continued to exist about the application of the DSIC to LP-5 customers.

On July 5, 2013, Administrative Law Judge (ALJ) Kandace F. Melillo issued an Order Denying Motion for Judgment on the Pleadings, with respect to the PPLICA Motion.  The ALJ concluded that PPLICA had not met the heavy burden of showing that no material factual disputes existed and that it was entitled to judgment as a matter of law.  Also, in accordance with the procedural schedule established in this case, PPL, which had filed direct testimony with the DSIC Petition, served its prepared supplemental direct, rebuttal and rejoinder testimonies and exhibits.  The OCA and PPLICA served direct and surrebuttal testimonies and exhibits.

Following an on-the–record proceeding, the Commission issued the ALJ’s Recommended Decision on August 1, 2014.  PPL and the OCA filed Exceptions to the Recommended Decision on August 21, 2014, and PPL and PPLICA filed Replies to Exceptions on September 2, 2014.  

At Public Meeting on April 9, 2015, the Commission issued an Order that denied the Exceptions filed by the OCA, granted the Exceptions filed by PPL, and modified the ALJ’s Recommended Decision (April 2015 Order).  Specifically, the April 2015 Order directed that: (1) PPL was not required to include an ADIT adjustment in its DSIC calculation; (2) PPL was permitted to include the state income tax gross-up in its DSIC calculation; (3) that ACR and CER revenues shall remain in PPL’s DSIC calculation and the calculation of the DSIC cap; and (4) the DSIC shall not be applied to PPL’s LP-5 customers, and that these customers receive a refund of these charges, retroactive to July 1, 2013, with interest at the residential mortgage rate.  

On April 24, 2015, PPLICA filed a Petition for Reconsideration of the April 2015 Order requesting that the Commission direct PPL to exclude the ACR and CER revenues from both the DSIC cap and the DSIC rate calculation, and issue refunds for prior ACR and CER revenue collection retroactive to July 1, 2013.  On May 4, 2015, PPL filed its Answer requesting that the Petition be denied.  By Order entered May 7, 2015, the Commission granted the Petition for Reconsideration.[footnoteRef:1] [1:  At Public Meeting on October 1, 2015, the Commission issued an Opinion and Order denying PPLICA’s Petition.] 


On May 11, 2015, PPL filed Supplement No. 186 to Tariff – Electric Pa. P.U.C No. 201 (Supplement 186) to revise its DSIC to reflect that it does not apply to Rate LP-5 customers in compliance with the April 2015 Order.  By Secretarial Letter issued May 29, 2015, PPL was notified that Supplement 186 is effective by operation of law. 

Also on May 11, 2015, and also in compliance with the April 2015 Order, PPL submitted the subject Refund and Recoupment Plan (R&R Plan) to refund DSIC revenue collected from LP-5 customers between July 1, 2013 and June 1, 2015, and to recoup the refund amounts from all other rate classes.  

On May 21, 2015, PPLICA filed an Exception to the R&R Plan (PPLICA Exception), requesting that the Commission deny PPL’s proposal as presented, and direct PPL to file a revised R&R Plan.

PPL Proposal

In compliance with the April 2015 Order, PPL’s proposed R&R Plan refunds all DSIC revenues recovered from LP-5 customers from July 1, 2013 through the June 1, 2015 effective date of Supplement 186, which eliminates LP-5 customers from application of the DSIC.  PPL proposes an equal one-time bill credit to refund the DSIC revenues to each current LP-5 customer.  As of April 30, 2015, the estimated amount to be refunded to each LP-5 customer is approximately $3,682 excluding interest.  R&R Plan at 6.  

PPL proposes that the bill credit will not be applied to individual line item bill components, but will be applied to a customer’s total monthly bill for generation, transmission, distribution and all riders as a separate line item adjustment.  Current LP-5 customers would receive their refund in a single month, unless this would result in a negative total bill, in which case the bill credit will continue until such time that each current LP-5 customer receives a full refund.  Customers may also request a check for any remaining bill credit amounts.  R&R Plan at 6.

PPL avers that the DSIC revenues being refunded to current LP-5 customers under the proposed R&R Plan were initially recovered for DSIC eligible plant, and under Act 11 and the Company’s tariff these expenses are eligible to be fully recovered through the DSIC.  PPL proposes the recoupment of the refund amounts from all other applicable rate schedules as an additional expense in a subsequent quarterly DSIC filing.  This expense would be a separate line item on the quarterly filing.  R&R Plan at 7.  

PPL avers that the total DSIC revenue to be refunded to current LP-5 customers will be recovered, together with the DSIC costs reflected in the quarterly filing, from all applicable rate schedules, consistent with the terms and conditions of its Commission-approved DSIC tariff provision.  PPL estimated that the recoupment would increase the DSIC percentage by approximately 0.21% for the 3-month quarterly recovery period.  For the average residential customer on Rate Schedule RS using 1,000 kWh, this would result in an estimated increased customer cost of approximately $0.10 per month.  R&R Plan at 7.    

PPL avers that recoupment of the refunded DSIC revenues from all applicable rate schedules will ensure that the Company remains whole and that the costs incurred for DSIC eligible plant since July 1, 2013 are recovered from the proper ratepayers that directly benefited from the distribution system improvements.  R&R Plan at 8.   

PPLICA Position

PPLICA opposes the uniform per-customer credit for LP-5 customers and recommends that refunds be based on actual billed DSIC charges.  PPLICA avers that a uniform distribution of the refund to each LP-5 customer differs significantly from the manner in which the revenues were collected.  In other words, some LP-5 customers would receive refunds significantly above or below their actual DSIC payments.  PPLICA Exception at 3.

PPLICA states the following reasons as to why a uniform per-customer refund must be rejected as unjust and unreasonable:

1) Commission precedent and governing statutes disfavor both interclass and intraclass cost shifting;
2) The Commission gave notice that DSIC charges collected from LP-5 customers would be subject to refund (May 2013 Order);
3) PPL has records of each customer’s DSIC charges; and
4) PPL would only be required to calculate refunds for a relatively small customer class.  
PPLICA Exception at 3-4.

The DSIC is collected as a percentage of billed distribution revenues.  PPLICA points out that the total DSIC charge collected from each individual LP-5 customer varies significantly due to the fact that ACR revenues are included in the billed distribution revenues.  ACR revenues vary based on each LP-5 customer’s peak load contribution (PLC), and are billed as a per-kW charge, not a fixed charge.  PPLICA Exception at 4. 

PPLICA provides an illustrative example whereby, based on ACR rates effective as of August 2014 and assuming a 5% DSIC charge, a large LP-5 customer with a PLC of 20 MW would pay approximately $6,992 in annual DSIC charges.  Extrapolated over the 23 month period of the refund, many of the larger LP-5 customers would have paid DSIC charges ranging from $10,000 to $20,000.  PPL’s proposed refund amount of approximately $3,682 (excluding interest) unreasonably shifts the refund entitlement between LP-5 customers.  PPLICA Exception at 4-5.

PPLICA avers that PPL has ready access to the actual DSIC charges paid by each LP-5 customer because the charge is listed as a separate line item on each LP-5 bill.  PPLICA further avers that calculation of individual customer DSIC refunds would not unduly burden PPL because the LP-5 customer class consists of only approximately 150 accounts.  PPLICA Exception at 6.

Disposition
 
In its April 2015 Order, the Commission directed PPL to file a proposed refund plan for approval delineating the amount and procedure for the distribution of DSIC refunds to the LP-5 customer class.  The Commission did not stipulate whether the refund to each LP-5 customer was to be in the form of a uniform per-customer credit or an amount based on actual billed DSIC charges. 

However, the Commission agrees with PPLICA in that a refund amount based on actual billed DSIC charges is just, reasonable, and in the public interest.  The Commission agrees with PPLICA that LP-5 customer DSIC amounts can vary greatly.  PPLICA’s proposal more equitably distributes the refund in that each LP-5 customer is refunded the actual amount paid for DSIC charges.[footnoteRef:2]     [2:  See 66 Pa. C.S. § 1312 (a) regarding refunds to customers and the Commission’s authority to order a public utility to refund the amount of any excess paid. ] 


The Commission believes that calculating refunds for the relatively small number of LP-5 customers based on actual billed amounts is reasonable.  Additionally, the Commission does not believe that this would be a major undertaking because PPL should have ready access to the actual DSIC charges paid by each LP-5 customer since the charge is listed as a separate line item on each LP-5 bill.

PPL had the opportunity to file reply comments to PPLICA’s Exception but did not do so.  PPL has not, therefore, raised any objections that would lead the Commission to believe that PPLICA’s proposal is not reasonable.  

The Commission agrees with PPL’s proposal to implement the refund as a one-time bill credit, unless this would result in a negative total bill, in which case the bill credit shall continue until such time that each current LP-5 customer receives a full refund.  The Commission also agrees that customers shall be able to request a check for any remaining bill credit amounts.  

The Commission recognizes that PPL should be allowed to be made whole and that the costs incurred for DSIC eligible plant since July 1, 2013 that are to be refunded to the LP-5 customers, shall be recovered from the proper ratepayers that directly benefited from the distribution system improvements.  	

PPL proposes to recoup the total refund amount from all other applicable rate schedules as an additional, separate line item expense in a subsequent quarterly DSIC filing.  The Commission agrees with this approach.

Conclusion

Based on the analysis of PPL’s proposal and the Exception filed by PPLICA, the Commission finds that the proposed R&R Plan shall be modified in the following ways:

1) Refunds for each individual LP-5 customer shall be calculated based on actual billed amounts;
2) The recoupment of the total refund amount from all other applicable rate schedules shall be a separate line item component of the e-factor calculation;
3) The 3-month quarterly recovery period shall have an effective date of April 1, 2016 through June 30, 2016.     

Investigation and analysis of PPL’s proposed R&R Plan and the Exception filed by PPLICA indicate that the proposed R&R Plan is just, lawful, reasonable, and in the public interest as modified by this Order; THEREFORE,

IT IS ORDERED:

           1.        That PPL Electric Utilities Corporation shall file a revised Refund and Recoupment Plan, as approved and modified by this Order, within 60 days of entry of this Order. 

2. 	That upon acceptance and approval by the Commission of the revised Refund and Recoupment Plan as compliant with this Order, PPL Electric Utilities Corporation shall administer the refunds to each current LP-5 customer and provide proof to the Commission within 30 days of the refunded amount being paid in full.

3. 	That upon acceptance and approval by the Commission of the revised Refund and Recoupment Plan as compliant with this Order, PPL Electric Utilities Corporation shall file a tariff supplement to implement the recoupment of the DSIC refund amount, on at least ten days-notice, with a quarterly recovery period effective April 1, 2016.

4.        That a copy of this Opinion and Order shall be served upon PPL Electric Utilities Corporation, the Bureau of Investigation & Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, and PP&L Industrial Customer Alliance.


[image: ]	BY THE COMMISSION,



	Rosemary Chiavetta
	Secretary


(SEAL)

ORDER ADOPTED:  November 5, 2015
[bookmark: _GoBack]ORDER ENTERED:   November 5, 2015
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