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Motion of Chairman James H. Cawley

As to Polling Issue #1, Procedural Schedule and Quarterly Filing Recommendation – Reconcilable Automatic Adjustment Clause, the uniform procedural schedule advocated by the Office of Trial Staff, with a 12-month reconciliation period ending June 30 of each Smart Meter Technology Procurement and Installation Plan (“Plan”) year should be adopted, modified to only require annual filings, effective January 1 of each year, using average capital balances.  Specifically, PPL shall not be required to incorporate quarterly filings, but may file for interim adjustments as necessary to maintain a balance between Plan net costs and revenues collected under a separate cost recovery mechanism under its tariff.
 

As to Polling Issue #2 and #3, Calculation of Interest Charges & One Directional Recovery of Interest, both over and under collections should be made at the legal rate of interest.  Pursuant to 41 P.S § 202, the “legal rate of interest” refers to the rate of interest of six (6) percent per annum.  

As to Polling Issue #4, Capital Structure, if the Company has a litigated capital structure which is less than 3 years old that resulted in a ratio that was within the zone of reasonableness for its industry, that ratio should be used.    Because PPL’s last fully litigated base rate case ratios were within the zone of reasonableness
 and is more than 3 years old, the Commission shall use the Company’s actual capital structure included in the Quarterly Earnings Report to be issued by the Commission’s Bureau of Fixed Utility Services.  The applicable ratios should be refreshed after the results of the next base rate case.  To the extent that the subsequent base rate case is settled, parties are to establish the applicable capital structure to apply for the purposes of the Plan recovery mechanism in that proceeding.  

As to Polling Issue #5, Cost Rate of Debt and Preferred Stock, the mechanism proposed by OTS should be used (the most recent Quarterly Financial Reports issued by the Commission’s Bureau of Fixed Utility Services).  These reports will produce the most accurate and up-to-date costs of capital related to the Plan.  The quarterly cost of debt and, where applicable, preferred stock, will be used in the Company’s annual reconciliation and annual projections to determine the Company’s weighted cost of capital. 

As to Polling Issue #6, Cost Rate of Equity, if the Company has a litigated Return on Equity (ROE) with the Commission which is less than 3 years old, that ROE should be used to determine the weighted average cost of capital under the Plan.  Beyond 3 years, the Quarterly ROEs determined for the electric utility barometer group included in the Quarterly Earnings Report issued by the Commission’s Bureau of Fixed Utility Services should be used, until a subsequent litigated base rate case ROE is determined, to be effective for the subsequent three year period.  To the extent that the subsequent base rate case is settled, parties are to establish the applicable ROE to apply for the purposes of the Plan recovery mechanism in that proceeding.
As to Polling Issue #7, Voluntary Service Limiting and Pre-Pay Pilot Programs, the ALJ correctly determined that separate proceedings for Service Limiting and Pre-Pay Metering Pilot Programs are not required by the Implementation Order.  As stated by PPL, the programs will be completely voluntary, and it will work with interested stakeholders to develop the details of the programs.  After the Company has further assessed its plans for the pilot programs and met with interested stakeholders, PPL shall file detailed Service Limiting and Pre-Pay Metering Pilot Plans along with the proposed tariffs for these pilots for the Commission’s consideration.  Parties to the proceeding should be copied with these filings.

As to Polling Issue #8, Advanced Meter Infrastructure (AMI), DEP argues that the Plan is not in compliance with Act 129 regarding direct access and use of price and consumption information, and that the Plan fails to effectively support the automatic control of the customer’s electricity consumption.  PPL’s Plan, if its HAN pilot is successful, would comply with Act 129.  However, to the extent PPL’s plan simply provides validated access to hourly usage data to its website, generally within 48 hours, this falls short of the goal of providing direct access to customer usage data.  This is an example of indirect access to meter data.  

It is also not clear how customers would have direct access if the Internet was down, or if the customer did not have Internet access.  PPL did offer to provide pulse data to customers who desire direct access to meter data.  However, PPL failed to demonstrate that pulse meter data recorders are a sufficiently accurate, operationally efficient, and cost effective tool to meet the requirements of Act 129.  The cost of these pulse data recorders are approximately $600 per meter.  Significant additional costs are likely to be incurred to establish control systems, to transmit this data into the customer’s residence or business, and to establish potential communications methods to effectuate near real time access to PPL or the customer’s third party.  

Further, while this pulse data recorder technology may be sufficient for some very large customers, there is nothing on the record to establish the cost effectiveness of this proposal for residential and small commercial customers.  As such, during the Grace Period, PPL should, at a minimum, continue to identify, test, develop, and implement more cost effective means to directly provide metered usage data from the meter to its customers so as to effectively support the automatic control of electricity consumption.    

PPL should use its proposed pilots and collaborative meetings to ensure compliance with these minimum requirements, as well as to present its evidence regarding the additional requirements of the Implementation Order.  PPL has also proposed several pilots to study the ability of PPL to control a customer’s load.  PPL should ensure that such pilots also study the ability of the customer’s selected third party to control the customer’s load under these same pilots, pursuant to Act 129.   Act 129 programs are not part of the Plan.  As such, PPL’s Plan must address how this smart meter technology will effectively support automatic control of a customer’s consumption by a customer’s chosen third party, in addition to the customer or PPL.

As to polling issue #9 – Availability of AMI After the 30 Month Grace Period and Within 15 Years of Plan Approval, in the Commission’s Implementation Order, the Commission did require utilities to fully install, test, and rollout support equipment and software, and to have the smart meter networks up and running.
    At the end of the Grace Period, then, PPL should be capable of deploying smart meters that meet Act 129’s requirements.  PPL is off to a real head start and should be commended for its forward thinking which has enabled it to record hourly meter usage, provide hourly meter usage via the Internet on a 48-hour lag basis, and even allocate energy on an hourly basis individually for all of its customers for use in usage profiles.  PPL, therefore, is well ahead of most electric utilities in the nation.   However, PPL needs to expand its metering capabilities to meet the higher standards of Act 129.  The fact that PPL has made such investments may present unique challenges when attempting to dovetail the capabilities of its new system with the more rigorous requirements of Act 129.  Since PPL’s existing system does not fully meet all Act 129 requirements, it should use the Grace Period Pilot programs to fully develop a Plan, to be file with the Commission, to fully comply with Act 129, as noted in Polling Issue #8.  

As to Polling Issue #10 – Feeder Meter Pilot Project, the recommendation of the ALJ should be adopted.


As to Polling Issue #11 – 15 Minute Interval Data for Small C&I Customers, the ALJ recommended that PPL be required to capture and make available 15 minute interval data for small commercial and industrial (C&I) customers.  This is consistent with the Implementation Order requirement for the Plan to provide hourly or more frequent usage data to customers or their third parties.  PPL excepted to the decision of the ALJ, noting that, while it may be beneficial to provide 15-minute interval data to some customers for their use in achieving peak load reductions, it is not at all clear that it would be cost effective to provide this data for all customers.  PPL avers that the costs of fully implementing smart meter technology will be high, and that it would be imprudent to increase those costs at this time for a feature not useful to the majority of PPL’s customers.  PPL points out that PJM aggregates 15-minute data into hourly values to develop peak demands, removing the need to provide 15-minute data for developing retail customer peak demands.  More importantly, PPL states that, because energy is priced on an hourly basis, 15-minute data is largely irrelevant to the price a customer is offered for energy.  However, PPL existing meters deployed to Small C&I customers are capable of capturing 15-minute interval data and communicating that data for storage and use but would require upgrades to make such data available to the customers and their designated EGSs and TPSs.  

As PPL stands ready to provide the 15-minute interval data on an hourly basis to customers on an as-needed basis,
 there is no reason to go beyond the Implementation Order requirement that 15-minute interval data be made available to all customers on a daily basis.  For this reason, the exceptions of PPL should be adopted, with the clarification that PPL will provide 15-minute interval data to small C&I customers, EGSs, third-parties, and the regional transmission organization (“RTO”) on a daily basis upon request on an as needed basis.

The Implementation Order requires parties to address the ability to provide hourly or more frequent energy usage data.  In this proceeding, the parties only addressed 15-minute sub-hourly metering on an as-needed basis.  While the Company is correct in its assertions that energy markets only require information on hourly usage, these requirements may not be responsive to the RTO requirements of ancillary services.  Moreover, the Company has not provided any substantive cost/benefit analysis to justify its departure from our Implementation Order.
  As stated above, PPL has also proposed several pilots to study its ability to control the customer’s load.  PPL should ensure that such pilots also address the need, ability, and cost for sub-hourly metering.  The parties should address the following issues for residential, small C&I, and large C&I customers:

1. What are the capability and limitations of proposed smart meters to measure and record sub-hourly usage?
2. What are the capability and limitations of proposed smart meter communication and data storage systems to transmit and storage sub-hourly usage information?

3. What are the sub-hourly PJM requirements for participation in ancillary service markets?

4. What are the Company’s incremental smart meter, communication, data storage, and data sharing costs associated with these sub-hourly requirements for ancillary services?

5. What are the incremental equipment and installation costs of pulse data recorders used to measure sub-hourly meter data?  
6. Is a pulse data recorder attached to the Company’s meter sufficiently accurate for use by PJM in its ancillary markets, or is redundant metering required to meet PJM standards?

7. What are the additional customer costs associated with (1) transferring pulse meter information from the meter to inside the customer’s premise, (2) processing this data into usable format, (3) communicating the data to a 3rd party or PJM?
8. To the extent a customer requests sub-hourly data, what, if any cost recovery charge is appropriate.  For example, would it be appropriate to have a customer charge that varies with the level of sub-hourly metering requested, and, if so, what would those sub-hourly metering charges be?
Upon conclusion of the Pilot Program, PPL should provide a thorough cost/benefit analysis for review by the parties.  

As to Polling Issue #12 – Recovery of Smart Meter Plan Costs from Large C&I Primary and Transmission Customers, the recommendation of the ALJ should be adopted.
[Separate motion] – Cost Allocation of Non-Direct Common Costs – In addition, the Commission notes that the ALJ approved the allocation of non-direct common costs on the ratio of direct costs assigned to the class, divided by direct costs for the entire system.  No party addressed the issues in exceptions, but the Commission disagrees with the ALJ's resolution of the issue.  Non-direct common costs should be assigned based on the ratio of number of meters assigned to the class, divided by the number of meters for the entire system.
THEREFORE, I MOVE THAT the Office of Special Assistants prepare an Order consistent with this motion.

April 15, 2010
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James H. Cawley








Chairman

� PPL agreed to establish a separate cost recovery mechanism from its Act 129 Compliance Rider (ACR) mechanism.  PPL M.B. at 11.


� Commission Order entered December 22, 2004 at Docket No. R-00049255 at 72.  Outcome was a 51.3% Long term Debt ratio, 1.83% preferred stock ratio, and 46.87% Common Equity Ratio.


� Implementation Order at 8. 


� PPL M.B. at 24.


� PPL did commit to providing a cost/benefit analysis following its 15-minute Pilot Program. MB at 23; Plan Attachment 3, 6C(2).
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