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ORDER
BY THE COMMISSION:

On May 14, 2021, Duquesne Light Company (Duquesne or the Company), utility code 110150, filed the above-captioned Petition (Petition) pursuant to 52 Pa. Code § 5.41, requesting the Commission’s expedited review and approval to adjust its Distribution System Improvement Charge (DSIC) rate effective July 1, 2021 to correct an inadvertent billing error. 
Duquesne served the Petition on the Office of Consumer Advocate (OCA) and the Office of Small Business Advocate (OSBA), as well as the Commission’s Bureau of Investigation & Enforcement, Bureau of Consumer Services, Bureau of Audits, and Law Bureau.  
On May 24, 2021, the OCA filed an Answer to the Petition.  The OCA does not oppose Duquesne’s request to adjust the July 1 DSIC rate but opposes granting a waiver of the 5% DSIC cap.  
On June 3, 2021, the OSBA filed a Notice of Appearance, and a Notice of Intervention, Public Statement, and Verification requesting that the Commission direct the Office of Administrative Law Judge to hold hearings on the Petition and prepare an initial decision; and grant such other relief as may be necessary or appropriate.  The OSBA avers that a thorough inquiry by the Commission into all the elements of the Petition is necessary to ensure that Duquesne’s proposals for making and paying for distribution system improvements are in accord with the Public Utility Code and with the Commission’s regulations and policies.  OSBA Public Statement at 1-2.
In its Answer, the OCA does not oppose Duquesne’s Petition to adjust the July 1 DSIC rate, if the adjusted rate is capped at 5%.  The OSBA neither raised any material issue of fact or law objecting to the Petition in its Notice of Intervention nor did the OSBA file an Answer raising any material issue of fact or law objecting to the Petition.  Accordingly, as the OSBA did not raise any material issue of fact or law objecting to the Petition, and the OCA did not oppose the DSIC rate adjustment, provided that the 5% cap remains, the matter is ripe for disposition.  For the reasons expressed in this Order, the Commission agrees with the OCA and will grant the Petition to adjust the July 1 DSIC rate but deny a waiver of the 5% DSIC cap.   

Background
Duquesne has a DSIC pursuant to the Commission’s Supplemental Implementation Order entered September 21, 2016, at Docket No. M-2012-2293611, to recover the costs related to the repair, replacement or improvement of eligible distribution property.  The DSIC rate is included as a rider in the Company’s tariff.  The DSIC rate may not exceed 5% of distribution rates billed and is subject to annual reconciliation in order to recover an under-collection or refund an over-collection from customers.  See 66 Pa. C.S. §§ 1350-1360.
On December 18, 2020, Duquesne filed Supplement No. 18 to Tariff Electric - PA P.U.C. No. 25 (Supplement No. 18), proposing a DSIC rate of 3.35% for the 3-month period beginning January 1, 2021.  The Commission approved Supplement No. 18 by Secretarial Letter dated December 23, 2020 at Docket No. M-2020-3023368.

On March 19, 2021, Duquesne filed Supplement No. 21 to Tariff Electric – PA P.U.C. No. 25 (Supplement No. 21), proposing to increase the Company’s DSIC rate to 4.01% for the 3-month period beginning April 1, 2021.  The Commission approved Supplement No. 21 by Secretarial Letter dated March 30, 2021 at Docket No. M‑2021‑3024748.
According to the Company, an upgrade of its Customer Care & Billing (CC&B) system was completed on January 19, 2021.  The Company closely monitored numerous components of system performance for the first 90-days following the completion of the upgrade.  During this period, Duquesne discovered that the Company’s DSIC rate was inadvertently entered into the CC&B system by an employee as 0.0335% instead of 3.35%.  The error was not caused by a system failure, and the DSIC rate was corrected in the CC&B system immediately upon discovering the error.  However, customers were billed less than the Commission-approved DSIC rate between January 14, 2021
 and February 19, 2021.
Duquesne states that residential customers were underbilled approximately $0.67 per

month on average, and commercial customers were underbilled approximately $4.07 per

month on average.  Duquesne respectfully requests expedited Commission approval to include the underbilled amount of approximately $2 million in its DSIC standard rate computation for rates effective July 1, 2021.
Discussion 
In accordance with the computation of the DSIC rate as set forth in Duquesne’s tariff, the quarterly update filing for rates effective for the 3-month period beginning July 1, 2021 would propose a DSIC rate of 3.65% without recovery of the underbilled DSIC revenue.  The Company proposes to adjust this rate to an estimated 4.83% to recover the billing error amount.  

Computation of Cumulative DSIC rate proposed to be effective July 1, 2021:
	1.  Applicable Plant 
$209,134,816 Note 1

	2.  Accumulated Depreciation 
$3,158,733 Note 1

	3.  Net DSIC Eligible Plant 
$205,976,084 Line 1 - Line 2

	4.  Pre-tax return rate on DSIC-eligible property 
2.27%

	5.  Pre-Tax Return 
$4,670,508 Line 3 * Line 4

	6.  Depreciation Expense 
$1,150,114 Note 1

	7.  Net (Over)/Under Collections 
$(53,088) Note 2

	8.  Net Amount to be Recovered, including (Over)/Under

	     Collections (w/o GRT) 
$5,767,534 Line 5 + Line 6 + Line 7

	9.  Net Amount to be Recovered, including (Over)/Under

	     Collections (w/ GRT) 
$6,129,154 Line 8 * 1/(1-T), Note 3

	10. Projected Quarterly Distribution Revenue 
$168,104,934

	11. Distribution System Improvement Charge

	      Rate % of Billed Distribution Revenues (w/ GRT) 
3.65% Line 9 / Line 10, Note 4

	12. Collection of Billing Error (w/GRT) 
$1,982,457

	13. Rate for Billing Error (w/GRT) 
1.18% Line 12 / Line 10

	14. Total DSIC Rate (w/ GRT) 
4.83% Line 11 + Line 13


Note 1: Reflects actual activity as filed at Docket No. M-2021-3024748 as well as forecasted March - May 2021 activity
Note 2: E-factor component based on $212,351 over collection balance at December 31, 2020.  Over collection will be refunded over the one-year period commencing on April 1, 2021 in the amount of $212,351/4

Note 3: T = 5.9% Gross Receipts Tax (GRT)

Note 4: The distribution system improvement charge may not exceed 5% of the amount billed to customers under the applicable distribution rates of the electric distribution company, in compliance with 66 Pa. C.S. § 1358(a)(1)
With an estimated 4.83% DSIC rate calculated by combining the standard quarterly DSIC rate with the billing error rate, Duquesne does not anticipate the DSIC rate to exceed 5% in the third quarter of 2021.  However, in the event the calculated DSIC adjustment should exceed 5%, the Petition requests a waiver of the 5% cap in accordance with 66 Pa. C.S. § 1358(a)(1).  Duquesne states that the Commission may grant a waiver of the 5% limit for a utility in order to ensure and maintain adequate, efficient, safe, reliable and reasonable service.
According to Duquesne, the adjusted DSIC rate will be expressed as a percentage carried to two decimal places and will be applied to the total amount billed to each customer for distribution service under the Company’s otherwise applicable rates and charges, excluding amounts billed for the State Tax Adjustment Surcharge, consistent with its tariff.  Customer bills will display a message to inform them of the DSIC adjustment.
Duquesne avers that it assessed multiple options for correcting the underbilling.  The Company typically corrects billing errors by cancelling the incorrect bills and issuing new corrected bills for the impacted time period and customers, or the Company makes a line-item adjustment to subsequent bills. The Company avers that it deploys these billing corrections methods pursuant to 52 Pa. Code § 56.14 without seeking additional Commission approval.
Given the number of impacted customers and de minimis nature of the individual billing adjustments, Duquesne avers that the aforementioned methods of correcting the billing error would be inefficient, time consuming, and likely lead to customer confusion.  Therefore, the Company believes that the most cost-effective and straightforward method of recovering the underbilled DISC charges is by adjusting the quarterly DSIC rate on customers’ bills to include recovery of the underbilling.
OCA’s Position
The OCA does not oppose Duquesne’s Petition to adjust the July 1 DSIC rate, if the adjusted rate is capped at 5%.  The OCA claims that Duquesne has not demonstrated in its Petition that a waiver of the cap is necessary for purposes of Section 1358(a)(1).  The OCA submits that the 5% cap was included in Act 11
 to provide a very important protection to consumers, and although the Commission has statutory authority to waive the 5% cap, a waiver is only to be granted “to ensure and maintain adequate, efficient, safe, reliable and reasonable service.” 66 Pa. C.S. § 1358(a)(1).  OCA Answer at 2.
The OCA points out that Duquesne makes no claim or showing that it is not able to continue replacing its infrastructure at an accelerated pace and provide adequate service if it does not recover the $2 million in the next quarter. The OCA suggests that if the cap can be routinely waived any time a utility makes a billing error, then the important protection provided by the General Assembly through the DSIC cap would be meaningless.  OCA Answer at 2.

The OCA submits that there are alternatives to making any adjustment to the July 1 DSIC rate that were not raised in the Petition.  The Company could wait to account for the underbilling until the annual reconciliation or spread the recovery over multiple quarters.  Duquesne could also choose to forego recovery of the $2 million underbilling at present, recognizing that it has a pending base rate case at Docket No. R-2021-3024750.  OCA Answer at 2-4.
Disposition
The Commission has the discretion to approve the requested relief.  We find that the proposed adjustment to the Company’s DSIC rate effective July 1, 2021 to include recovery of the underbilled amount of approximately $2 million caused by an inadvertent billing error is appropriate and will not harm the public interest.  Utilities may timely recover the reasonable and prudent costs incurred to repair, improve or replace eligible property in order to ensure and maintain adequate, efficient, safe, reliable and reasonable service through the implementation of a DSIC pursuant to 66 Pa. C.S. § 1353(a).  If customers were billed less than the Commission-approved DSIC rate due to an inadvertent billing error, we agree that Duquesne shall be permitted to recover the underbilled amount through the cost-effective and straightforward method of adjusting the next quarterly DSIC rate. 
However, we also agree with the OCA’s argument against granting a waiver of the cap and shall deny a waiver of the 5% cap pursuant to 66 Pa. C.S. § 1358(a)(1).  Duquesne presents no evidence that it is not able to continue replacing its infrastructure at an accelerated pace and provide adequate service if it does not recover the $2 million in the next quarter.  If the full underbilled amount is not recovered in the third quarter, we agree with the OCA that there are alternatives to recouping the underbilled amount that were not raised in the Petition.  We find that Duquesne has failed to meet its burden of showing that a waiver of the 5% cap is necessary in order to ensure and maintain adequate, efficient, safe, reliable and reasonable service, as such, we shall deny the waiver request; THEREFORE,
IT IS ORDERED:

1. That the Petition filed by Duquesne Light Company for approval to adjust its Distribution System Improvement Charge (DSIC) rate effective July 1, 2021 to correct an inadvertent billing error is hereby granted.  
2.
That the request filed with the Petition to grant a waiver of the 5% cap in accordance with 66 Pa. C.S. § 1358(a)(1) in the event the calculated DSIC adjustment should exceed 5% is denied.
3.
That the proceeding at Docket No. P-2021-3025892 be closed upon the filing and approval of the DSIC rate effective July 1, 2021.
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BY THE COMMISSION,

Rosemary Chiavetta

Secretary

ORDER ADOPTED:  June 17, 2021
ORDER ENTERED:   June 17, 2021
� Prior to the go-live date (January 19, 2021), the Company entered into a “code freeze” to prevent information technology changes during the system testing phase.


� Governor Corbett signed Act 11 of 2012 into law on February 14, 2012.  Act 11, inter alia, amended Chapter 13 of Title 66 of the Public Utility Code to grant the Commission authority to allow utilities to implement a DSIC, which would “provide for the timely recovery of the reasonable and prudent costs incurred to repair, improve or replace eligible property in order to ensure and maintain adequate, efficient, safe, reliable and reasonable service.” 66 Pa. C.S. § 1353(a).  Act 11 also included certain consumer protections, including a requirement that the DSIC may not exceed 5% of amounts billed to customers.  66 Pa. C.S. § 1358(a)(1).  Section 1358 allows the Commission to grant a waiver of the 5% limit “in order to ensure and maintain adequate, efficient, safe, reliable and reasonable service.” Id.
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