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TENTATIVE ORDER
BY THE COMMISSION:
On March 3, 2016, the Pennsylvania Public Utility Commission (Commission) held an en banc hearing at Docket No. M-2015-2518883 to seek information from interested stakeholders on the efficacy and appropriateness of alternatives to traditional ratemaking principles for public utilities.  A number of invited parties, including researchers, energy companies and consumer advocates testified before the Commission, giving views on whether alternative rate methodologies encourage energy utilities to better implement energy efficiency and conservation programs, are just and reasonable and in the public interest, and are cost‑effective.
  Interested stakeholders were encouraged to file written comments on these topics following the hearing.  With this Order, the Commission continues the investigation by seeking comments on, and
potential processes to advance, alternative rate methodologies that address issues each utility industry is facing.
BACKGROUND
At the March 3, 2016 en banc hearing, the Commission sought information from interested parties on the efficacy and appropriateness of alternative rate methodologies, such as revenue decoupling.  A number of invited participants, including researchers, energy companies and consumer advocates testified before the Commission, giving their views on three specific topics.  These topics enquired (1) whether revenue decoupling or other similar rate mechanisms encourage energy utilities to better implement energy efficiency and conservation programs; (2) whether such rate mechanisms are just and reasonable and in the public interest; and (3) whether the benefits of implementing such rate mechanisms outweigh any associated costs.
Of those testifying, some stated that there “are no downsides” to revenue decoupling.
  Some advocated for modernization of utility rates in conjunction with a decoupling mechanism.
  Others believed that the current law (Act 129 of 2008) and rate mechanisms have worked well.
  Also, at least one company representative suggested that, based on its experience in other states, a levelized distribution charge for residential customers (comprising a fixed rate for distribution service and a volumetric charge for commodity) is ideal.
  The only agreement, if any, obtained at the March 3rd hearing was that this is a complicated issue with numerous effects and that a number of issues should be considered when evaluating different rate methodologies.

Most of the witnesses at the en banc hearing who urged the adoption of decoupling or other alternative rate methodologies did so based on general regulatory policy and economic theory
 or with a focus on their own policy or business goals.
  Mr. Ackerman, in his testimony at 3, stated that increased energy efficiency and conservation could be achieved through a regulatory strategy that he described as a “three-legged stool,” consisting of a decoupling mechanism to ensure recovery of allowed fixed costs, an energy efficiency program cost tracker, and incentive mechanisms tied to verifiable success in delivering cost-effective energy savings.  Mr. Eric Miller, representing the Keystone Energy Efficiency Alliance, Clean Air Council, and Natural Resource Defense Council (KEEA), in his testimony at 6, echoed this view, testifying that the best way to align utility incentives with advanced energy resources is to adopt a full revenue decoupling program complimented by performance incentive mechanisms that provide positive financial incentives to utilities that exceed performance mandates set by Act 129.  Dr. Peach, in his testimony at 10 and 13, stressed the need for an incentive mechanism, noting that such an add-on to the vanilla decoupling methodology would create more robust energy efficiency and conservation programs.

However, Pennsylvania consumer advocacy groups asserted that Pennsylvania has achieved robust energy efficiency without revenue decoupling and the associated performance incentive mechanisms.  Specifically, Ms. McCloskey, in her testimony at 7, stated that given Act 129 and current ratemaking methodologies, “it is unclear how any form of revenue decoupling will further advance the goals that Pennsylvania is seeking to achieve.”  Additionally, several of the witnesses raised concerns regarding the compatibility of decoupling with the Public Utility Code.  For example, Ms. McCloskey, in her testimony at 5, contended that the General Assembly effectively rejected the decoupling approach when it passed Act 129.  
Several participants either implied or stated that low-income customers would not be put at risk from any decoupling mechanism because the changes would be relatively small, or that these households would have access to customer assistance programs to mitigate any harm.
  Alternatively, other participants expressed concerns about shifting the burden to low- and moderate-income families.  The potential for low-income customers to be negatively impacted under revenue decoupling if appropriate counter-measures are not taken must be recognized.

Following the March 3rd hearing, the Commission allowed for any interested party to submit written comments under this docket no later than March 16, 2016.  The following parties submitted written comments and supplied additional input on the issue of revenue decoupling in Pennsylvania:  Duquesne Light Company; PECO Energy Company; UGI Distribution Companies; Citizens’ Electric Company of Lewisburg, PA and Wellsboro Electric Company; Metropolitan Edison Company, Pennsylvania Electric Company, Pennsylvania Power Company, and West Penn Power Company; Citizens for Pennsylvania’s Future; KEEA; Energy Freedom Coalition of America; Environmental Defense Fund; Sierra Club; Pennsylvania Utility Law Project; AARP Pennsylvania; Northeast Energy Efficiency Partnerships; Citizen Power, Inc.; Office of Consumer Advocate; Office of Small Business Advocate; Energy Association of Pennsylvania; National Association of Water Companies; Industrial Energy Consumers of Pennsylvania, Duquesne Industrial Intervenors, Met-Ed Industrial Users Group, Penelec Industrial Customer Alliance, Penn Power Users Group, Philadelphia Area Industrial Energy Users Group, PP&L Industrial Customer Alliance, and West Penn Power Industrial Intervenors (Industrials); and The Pennsylvania State University.
The utility companies listed above are not, in general, opposed to alternative rate methodologies, however there is consensus among these utilities and several of the advocacy organizations that the current Act 129 programs are working, and they find it difficult to determine the value of any alternative rate methodology reform.  Should the Commission decide to make changes to the current regulatory model to accommodate revenue decoupling these parties expressed the following general concerns:

1. A one-size-fits-all approach should be avoided and revenue decoupling should be considered on an individual‑utility basis as well as on an individual-customer class basis.  Each Pennsylvania energy utility is unique in terms of system architecture, geography, cost structure, customer profile, and revenue requirement;

2. The utilities agree with caution expressed by one representative that “any alternative method that is proposed would have to be studied and implemented carefully to avoid conflict of recovery incentives with current mechanisms in place;”

3. The impact on low-income customers;

4. The impact on large commercial and industrial (C&I) customers.

Many of the advocacy organizations listed above echo these concerns, as well as support other positions which were previously introduced during the en banc hearing, such as the following:

1. Act 129 contains a specific prohibition on allowing an EDC to collect “lost revenues” outside a traditional base rate case and would appear to create a significant statutory barrier to any consideration of a decoupling mechanism;

2. A significant amount of low-income customers are not enrolled in customer assistance programs and more resources are needed to bring energy efficiency to low-income households.

ALTERNATIVE RATE METHODOLOGIES
A. Revenue Decoupling
Decoupling mechanisms introduce a process of recovering authorized revenues between base rate cases and explicitly breaking the link between revenues and sales.  Decoupling makes a utility theoretically indifferent to energy efficiency and conservation by removing the throughput incentive.  Decoupling involves two separate steps. First, there is a ratemaking proceeding for determining the amount of revenues the utility is authorized to collect.  Second, there is a decoupling mechanism to set an appropriate rate to ensure collecting of the authorized revenue.  There are three ways in which allowed revenues can be determined:
1. Revenue Cap Decoupling:  With revenue cap decoupling, the authorized revenues are typically set in a base rate case and then held constant until the next base rate case.
2. Inflation and Productivity Decoupling:  With inflation and productivity decoupling, the authorized revenues are adjusted between base rate cases, based on assumed known changes in inflation and company productivity.  Inflation is often based on recognized government published indexes, such as the consumer price index.  

3. Revenue Per Customer (RPC) Decoupling:  With RPC decoupling, the average revenue per customer for each volumetric rate is computed at the end of the base rate case.  In subsequent periods between base rate cases, authorized revenues are derived by multiplying the actual number of customers served by the RPC value.  The underlying premise for RPC decoupling is that, between rate cases, a utility’s underlying cost structure is driven primarily by changes in the number of customers served.  The utility is likely to require smaller rate increases in base rate cases because RPC increases occur more frequently, base rate case increases may be more simple to implement, and through the interim recalibration of revenues on a monthly basis through RPC increases, the risk of revenue recovery related to changes in weather between rate cases can be reduced or eliminated.
In terms of determining the revenue excess or shortfall, decoupling rate adjustment mechanisms can be divided into three different types – limited, full, and partial.

1. Limited Decoupling:  Prices are adjusted periodically based on the specific measured or presumed impact on one or more, but not all, other factors, such as weather, energy efficiency, net-metering, etc. that impact unit sales volumes.  Limited decoupling limits the revenue recovery to a limited set of specific causes such as energy efficiency.  Energy efficiency may need to be explicitly included in the calculation, using the utility, or possibly a third party, to conduct measurements or provide analyses to verify and track changes in sales due to the allowed or disallowed specific causes.  Calculating the specific factors that cause the deviation in sales and to what degree is complex, requiring sophisticated measurement and calculation systems that may add costs.
2. Full Decoupling:  Full decoupling simply uses billing determinants from the company’s metering and billing records to periodically adjust rates.  This approach captures all factors that could increase or decrease sales.  Under full decoupling, rates may increase during economic downturns due to reduced usage, shielding the utility from the economic effects of the downturn, but also increasing customer expenses at a time when customer income may be reduced due to the economic downturn.
3. Partial Decoupling:  A variation on limited or full decoupling that limits the rate adjustment to some portion, less than 100%, of revenues eligible for decoupling, most often expressed as a percentage of revenues.  

B. Lost Revenue Adjustment Mechanism (LRA)

Lost revenue adjustments are similar to limited decoupling, as they are based on recovery of lost revenues from specific causes.  Compensation for lost margins is usually effected through a rate rider that can operate in years between base rate cases.  LRA mechanisms are similar to limited decoupling in that they identify specific issues that reduce revenue and seek to restore them as accurately as possible.  Giving a utility lost revenue from its energy efficiency programs removes the utility’s disincentive to support those programs, but still allows the utility to benefit from increased sales.  
C. Straight Fixed / Variable (SFV) Pricing

As a matter of rate design theory, SFV is premised on the notion that most of the utility’s delivery system costs are fixed and therefore customers should pay for those costs through fixed charges on their bills that reflect the amount of fixed costs of the distribution system for each customer class.  The main advantage of utilizing SFV pricing is the revenue certainty for the utility.  The utility is assured recovery of its allowed revenues through higher fixed charges and lower volume‑based charges.  Customers will have lower variations in their monthly electric bill because more charges are fixed and bills will vary less due to variations in usage.  While SFV does have the effect of decoupling the utility’s earnings from consumption, it also has the effect of decoupling the customer’s usage from the bill as to the fixed costs of the utility’s distribution system.  SFV may diminish the value of customer usage reduction methods, such as energy efficiency and distributed generation, as some of the charges are fixed.  High fixed charges may also challenge low-income customers.
D. Cost Trackers (also known as Surcharges or Riders)

Several common modifications and adjustments to traditional ratemaking are designed to address expense-related and revenue-related situations.  The most common of these expense‑related ratemaking modifications are cost tracking mechanisms, which recover the expenses of a specific activity or item through a dedicated rate that is set and revised on a regular basis according to simplified procedures and an expedited schedule, in contrast to the procedures and schedules of base rate proceedings.  Good examples of these include the cost of implementing energy efficiency, universal service, default service, and consumer education programs.  Common cost tracking mechanisms employed by electric and natural gas utilities include the following:

· Fuel cost / power cost / default service costs;
· Gas costs;
· Pension expenses;
· Bad debt related to energy supply;
· Infrastructure replacement expenses;
· Environmental response expenses;
· Demand-side management (DSM) program expenses;
· Universal service program expenses.
E. Choice of Test Years

The choice of a test year period affects the amount of regulatory lag experienced by a company and affects both the rate base items and expenses that are allowed to be included in base rates.  Base rates can be calculated using a historic test year (HTY), a future test year (FTY), a fully projected future test year (FPFTY), or a combination of the three.  While prior to 2012 Pennsylvania utilities were authorized to use only the HTY and FTY, on February 14, 2012, Act 11 of 2012 was signed into law, allowing utilities in Pennsylvania also to use an FPFTY.

F. Multiyear Rate Plans

A multiyear rate plan implements a moratorium on base rate case filings and either automatically adjusts rates based on an index such as inflation or sets rates to increase in steps for the duration of the plan.  Some multiyear rate plans are set based upon a target return on equity with both the surplus and deficit earnings shared between the utility and ratepayers.  As a means to counteract any tendency towards inefficacy or lack of cost control, multiyear rate plans typically include a performance-based incentive to limit any adverse effect the plan may have.  Multiyear rate plans can adjust rates automatically for changing economic conditions and thereby provide a utility with greater assurance of earning its authorized revenue requirement.  Automatic adjustments in multiyear rate plans also reduce regulatory lag and can reduce the frequency of base rate filings by removing the need for a rate case filing if the plan is tied to the proper index.  Under a multiyear rate plan, it may be difficult to accurately project rate base investment and other costs for the duration of the usual three- to five-year plan.
G. Demand Charges

This method establishes distribution system rates based on the distribution system capacity used by the customer (KW for electric, CCF for natural gas, and per 100 gallons for water).  Historically, demand charges have been used to recover generation, transmission, or distribution system capacity costs from primarily large-volume C&I customers.  Demand charges can vary in design. The objective behind the use of demand charges is to send desired price signals to influence customer behavior by encouraging customers to consume less usage during peak demand periods and more usage during off-peak demand periods.  Shifting demand to off-peak periods may increase the load factor of the utility system and therefore potentially defer investments in additional system capacity.  Pricing usage on such a cost-of-service basis, with peak usage being priced more than off-peak, can allow utilities the opportunity to obtain cost recovery that more closely approximates cost incurrence.
 

H. Standby and Backup Charges
Standby charges are typically assessed on customers that fully or partially self‑supply and have utility service as a backup in case of loss of self-supply, either planned or unplanned.  Standby service ensures that the utility maintains adequate reserves to supply service to the self-supply customer upon demand.  These charges typically involve a demand charge and an energy charge that together recover the cost of the energy used by the customer as well as the cost of the capacity to meet the customer’s peak demand needs.  Backup service is similar to standby service except it is usually not available instantaneously and is used to cover planned outages with long lead‑time notice.
  
I. DSM Performance Incentive Mechanism

As part of the en banc hearing, several witnesses and commentators suggested that in order to remove barriers for utilities to promote energy efficiency and conservation programs, both revenue decoupling and performance incentive mechanisms should be implemented together.  In particular, Mr. Miller testified that “while revenue decoupling removes utilities financial disincentives to pursue advanced technologies that reduce energy consumption, it does not provide a positive incentive to utilities to pursue these technologies per se.”
   He went on to testify that “in order to better incentivize utilities to aggressively pursue actions that will reduce energy consumption, the Commission should adopt targeted performance incentive mechanisms (PIMs) alongside revenue decoupling.”
  

In describing a PIM, Mr. Miller noted that it “is a mechanism that links a utility’s revenue to its performance in meeting certain targets that advance the public policy goals of the Commonwealth.”
  Specifically related to energy efficiency, Mr. Miller testified that “PIMs are usually designed to reward utilities for any savings beyond what is required by the program,” which under Act 129, “would mean that a utility would receive a financial reward for any additional and voluntary energy savings it achieves beyond what is required by Act 129.”
  The amount of compensation a utility receives “could be based on shared savings, and would grant the utility a share of the estimated net benefits that result from their EE&C programs.”
  Another method would provide utilities “with a bonus at a set rate for each MWh of load savings beyond their savings target.”
  Mr. Miller testified that 29 states had PIMs, of which 24 also had a form of revenue decoupling.
  

Other witnesses and commentators noted concerns with performance incentives.  Mr. Sedano testified that some parties dislike performance incentives because they provide “earnings to utilities for what they should be doing anyway, performance metrics are hard to design to be easily measurable or managed or immune from utility gaming, for utilities it is an opportunity to see deductions from earnings.”
  The Industrials commented that “[w]hile implementation of PIMs may supplement decoupling, such rewards for utilities’ performance would further increase costs to consumers and intensify the severity of the situation.”
  The OCA stated that “Act 129 has demonstrated substantial and committed EE&C spending within the requirements of the Act and achievement of the consumption and demand reduction goals mandated by the Act” without performance incentives.
  Furthermore, the OCA pointed out that the electric utilities spend approximately $30 million annually on Low-Income Usage Reduction Programs (LIURP), with natural gas utilities providing approximately $18.25 million in 2014 for LIURP as well.
  
There is a question as to whether Act 129 permits performance incentives for the large EDCs that are required to implement the Act 129 Energy Efficiency and Conservation (EE&C) program.  Act 129 is a comprehensive piece of legislation that required EDCs with greater than 100,000 customers to implement EE&C programs with specific requirements such as specific reduction requirements, plan requirements, evaluation and cost‑effectiveness requirements, penalties for noncompliance, plan cost caps, and a cost recovery mechanism.  Section 2806(i) of the Public Utility Code, 66 Pa. C.S. § 2806(i), provides the Commission authority “to use performance-based rates as an alternative to existing rate base/rate of return ratemaking[.]”  

As for non-electric utilities or small EDCs not covered by Act 129, Section 523 of the Public Utility Code, 66 Pa. C.S. § 523, permits the Commission to reward utility performance for, among other things, “[a]ction or failure to act to encourage development of cost‑effective energy supply alternatives such as conservation or load management[.]”  66 Pa. C.S. § 523(b)(4).  This Section was enacted in 1986, well prior to the enactment of Act 129, in 2008.  

Section 523 of the Public Utility Code applies to all fixed utilities, including EDCs, water and wastewater, and natural gas distribution companies (NGDCs).  Thus, performance incentives for encouraging the development of cost‑effective supply alternatives such as conservation or load management is permitted for the small EDCs not required to comply with Act 129 and NGDCs that implement such conservation and load management programs.  It must be noted, however, that such incentives are not permitted outside of a base rate case or through any automatic adjustment clause.  See Pa. Indus. Energy Coal. v. Pa. Public Utility Commission, 653 A.2d 1336, 1353 (Pa. Cmwlth. 1995).
UTILITY IMPLEMENTATION OF ALTERNATIVE RATE METHODOLOGIES
As the alternative rate methodologies and performance incentives discussed above are designed to provide for just and reasonable rates under certain policy, economic and resource circumstances, not all are applicable to each type of utility or all utilities within a particular utility type.  In addition, it is noted that some of these rate methodologies are already being utilized by some of the utilities, which may impact the reasonableness of employing other methods.  Accordingly, by requesting responses to the questions below, the Commission seeks comments from stakeholders on the reasonableness and efficacy of employing certain rate methodologies specifically for electric, natural gas, and water and wastewater utilities.

A. Electric Utilities

The electric service industry has experienced flat or declining energy consumption and demand in recent years.  There are several reasons for this, including economic, energy efficiency, fuel switching, and distributed generation to name a few.  Regardless of the reason, the Commission seeks additional comments on the reasonableness and efficacy of EDCs utilizing alternative rate methodologies.  In particular, the Commission requests comments on the following questions:
1. Identify the alternative rate methodology(ies) each EDC is currently using, including the number and types of automatic adjustment clauses, cost trackers and separate cost recovery mechanisms.  Also identify, as a percentage of total costs or revenues, the costs or revenues each separate mechanism recovers.
2. If any, what alternative rate methodology(ies) could and should be used by EDCs?  Regarding the proposed methodology(ies), please provide specific comments on:

a. The potential advantages;
b. The potential disadvantages;

c. The effects on all rate classes, with a specific focus on small volume, low-income, income-challenged
 and large C&I customers, as well as a discussion regarding any potential inter- or intra-class cost shifting; 
d. The effects on existing energy efficiency and peak demand reduction programs; and
e. The effects on the number and/or frequency of base rate case filings, as well as possible rate increases or decreases.
3. How would the particular alternative rate methodology(ies) interact with existing mechanisms or traditional ratemaking principles currently in use or available to EDCs (e.g., the distribution system improvement charge (DSIC) or FPFTY, etc.)?

4. How would such a methodology be implemented?  Specifically, in what timeframe?  Is there a need for a gradual implementation or phasing-in process?

B. Natural Gas Utilities

While some NGDCs have seen an increase in sales recently due to expansion of their distribution system and additional markets, some have not.  Many NGDCs continue to address timely replacement of aging infrastructure and the rate at which that infrastructure is updated.  The Commission seeks additional comments on the reasonableness and efficacy of NGDCs utilizing alternative rate methodologies in a manner that balances the potential competing interests associated with system expansion and infrastructure replacement.  In particular, the Commission requests comments on the following questions:
1. Identify the alternative rate methodology(ies) each NGDC is currently using, including the number and types of automatic adjustment clauses, cost trackers and separate cost recovery mechanisms.  Also identify, as a percentage of total costs or revenues, the costs or revenues each separate mechanism recovers.
2. If any, what alternative rate methodology(ies) could and should be used by NGDCs and explain why would they be beneficial?  Regarding the proposed methodology(ies), please provide specific comments on:

a. The potential advantages;

b. The potential disadvantages;

c. The effects on all rate classes, with a specific focus on small volume, low-income, income-challenged and large C&I customers, as well as a discussion regarding any potential inter- or intra-class cost shifting; 
d. The effects on existing energy efficiency programs; and
e. The effects on the number and/or frequency of base rate case filings, as well as possible rate increases or decreases.
3. How would the particular alternative rate methodology(ies) interact with existing mechanisms or traditional ratemaking principles currently in use or available to NGDCs (e.g., DSIC, FPFTY, etc.)?
4. Address the efficacy of weather normalization adjustments currently in use, what changes should be made to the adjustments to improve them and whether they should be expanded to other NGDCs.

5. How would such a methodology be implemented?  Specifically, in what timeframe?  Is there a need for a gradual implementation or phasing-in process?

C. Water and Wastewater Utilities 
The Commonwealth has experienced consolidation in the water and wastewater industry, partially due to expenses associated with replacing aging infrastructure and environmental regulation.  The Commission seeks additional comments on the reasonableness and efficacy of water and wastewater utilities utilizing alternative rate methodologies in a manner that addresses the costs associated with replacing aging infrastructure and meeting increasing environmental regulation.  In particular, the Commission requests comments on the following questions:
1. Identify the alternative rate methodology(ies) each water and wastewater utility is currently using, including the number and types of automatic adjustment clauses, cost trackers and separate cost recovery mechanisms.  Also identify, as a percentage of the total costs or revenues, the costs or revenues each separate mechanism recovers.

2. If any, what alternative rate methodology(ies) could and should be used by water and wastewater utilities and explain why would they be beneficial?  Regarding the proposed methodology(ies), please provide specific comments on:
a. The potential advantages;

b. The potential disadvantages;

c. The effects on all rate classes, with a specific focus on small volume, low-income, income-challenged and large C&I customers, as well as a discussion regarding any potential inter- or intra-class cost shifting; and

d. The effects on the number and/or frequency of rate case filings, as well as possible rate increases or decreases.
3. How would the particular rate methodology(ies) interact with existing mechanisms or traditional ratemaking principles currently in use or available to water and wastewater utilities (e.g., DSIC, FPFTY, etc.)?

4. How would such a methodology be implemented?  Specifically, in what timeframe?  Is there a need for a gradual implementation or phasing-in process?
NEXT STEPS

To date, utilities have proposed alternative rate methodologies in base rate proceedings, allowing the parties to come to a consensus on the type and extent of an alternative rate methodology.  By issuing this Tentative Order, the Commission is seeking additional input from stakeholders regarding their experiences with the various forms of alternative rate methodologies listed above. This information will inform future regulatory action, if any, on this matter.  Therefore, in addition to providing comments to the aforementioned questions, parties should consider the following: should the Commission proceed with adopting policy statements identifying guidelines for preferred alternative rate methodologies for each utility type, under identifiable conditions, and as permitted by law?  Or, should the Commission initiate rulemakings to require a specific alternative rate methodology for specific utility types or specific rate classes, and under what conditions should such alternative rate methodologies be used?  While the Commission recognizes that current law may prohibit the use of certain alternative rate methodologies by certain utilities, and that legislative changes would be necessary in those situations, the Commission seeks comments on what the Commission can do under its existing statutory authority.
CONCLUSION
With this Order, the Commission continues the investigation into alternative rate methodologies by seeking comments on methodologies that address issues each utility industry is facing and processes for advancing said methodologies; THEREFORE,
IT IS ORDERED:

1.
That a copy of this order be served on all jurisdictional electric distribution companies, all jurisdictional natural gas distribution companies, all jurisdictional water and wastewater utilities, the Office of Consumer Advocate, the Office of Small Business Advocate, the Commission’s Bureau of Investigation and Enforcement, and all parties that filed comments at Docket No. M‑2015‑2518883.


2.
That written comments referencing Docket No. M‑2015‑2518883 be submitted within 45 days of the entry date of this Order to the Pennsylvania Public Utility Commission, Attn: Secretary, P.O. Box 3265, Harrisburg, PA 17105-3265.  Comments may also be filed electronically through the Commission’s e-File System.

3.
That written replies to comments referencing Docket No. M‑2015‑2518883 be submitted within 75 days of the entry date of this Order to the Pennsylvania Public Utility Commission, Attn: Secretary, P.O. Box 3265, Harrisburg, PA 17105-3265.  Replies may also be filed electronically through the Commission’s e-File System.

4.
The contact persons for this matter are Kriss Brown in the Law Bureau (717) 787-4518, kribrown@pa.gov, Marissa Boyle, (717) 787-7237, maboyle@pa.gov and Andrew Herster, (717) 783-5392, aherster@pa.gov in the Bureau of Technical Utility Services.
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BY THE COMMISSION

Rosemary Chiavetta

Secretary

(SEAL)

ORDER ADOPTED:  March 2, 2017
ORDER ENTERED:  March 2, 2017
� In the context of this proceeding, examples of alternative rate methodologies to be considered in order to encourage better implementation of energy efficiency and conservation programs include (1) revenue decoupling and other rate designs that separate some or all of a utility’s authorized revenue recovery from volumetric sales following the determination of an overall revenue requirement; and/or (2) a utility’s performance with respect to energy efficiency and conservation as a part of the determination of the overall authorized revenue requirement.


� Testimony of Hugh Gilbert Peach, PhD, H. Gil Peach & Associates, LLC at 7.


� Testimony of Eric Ackerman, Director of Alternative Regulation at Edison Electric Institute at 5-10.


� Testimony of Tanya J. McCloskey, Acting Pennsylvania Consumer Advocate at 2-11.


� Testimony of Paula A. Strauss, Director of Regulatory Strategy and Support, NiSource, Inc. at 4-14.


� Testimonies of Mark Newton Lowry, PhD, President of Pacific Economics Group, on behalf of Natural Resources Defense Council at 5-6, Richard Sedano, Principal and US Programs Director of The Regulatory Assistance Project at 2-10, Eric Ackerman at 3-4, Hugh Gilbert Peach, PhD at 8-15, and Eric Miller at 3-7.


� Testimony of Paula A. Strauss at 4.


� Testimonies of Hugh Gilbert Peach, PhD at 15, and Paula A. Strauss at 4-5.


� Testimonies of Eric Ackerman at 7-10 and Tanya J. McCloskey at 8-9.


� Testimony of Scott R. Koch, Financial Analyst, PPL Electric Utilities Corp. at 5.


� 66 Pa. C.S. § 315(e).


� See DISTRIBUTED ENERGY RESOURCES RATE DESIGN AND COMPENSATION:  A Manual Prepared by the NARUC Staff Subcommittee on Rate Design at 98-99, available at � HYPERLINK "http://pubs.naruc.org/pub/19FDF48B-AA57-5160-DBA1-BE2E9C2F7EA0" �http://pubs.naruc.org/pub/19FDF48B-AA57-5160-DBA1-BE2E9C2F7EA0�.  


� See DISTRIBUTED ENERGY RESOURCES RATE DESIGN AND COMPENSATION:  A Manual Prepared by the NARUC Staff Subcommittee on Rate Design at 120-123, available at � HYPERLINK "http://pubs.naruc.org/pub/19FDF48B-AA57-5160-DBA1-BE2E9C2F7EA0" �http://pubs.naruc.org/pub/19FDF48B-AA57-5160-DBA1-BE2E9C2F7EA0�.


� Testimony of Eric Miller at 6.


� Id.  See also Testimony of Eric Ackerman at 3.


� Id.


� Id.  See also, Testimony of Mark Newton Lowry at 5 and Testimony of Hugh Gilbert Peach, PhD at 10-11.


� Testimony of Eric Miller at 7. In the Energy Efficiency and Conservation Program, Order at Docket Nos. M-2008-2069887 and M�2012�2289411 (Order entered March 20, 2014), at 10-14, the Commission found that all EDCs exceeded the Phase I targets as follows: Duquesne 132%, Met�Ed 11%, PECO 118%, Penelec 106%, Penn Power 116%, PPL 143%, and West Penn 110%.  See also Testimony of Mark Newton Lowry at 5.


� Id.


� Id. (In its Comments, KEEA noted that as of the 2015 ACEEE survey, 27 states had PIMs in place for electric utilities and 17 for gas utilities.  See KEEA Comments at 4.)  See also Testimony of Mark Newton Lowry at 5.


� Testimony of Richard Sedano at 4.


� Industrials Comments at 15.


� OCA Comments at 9.


� Id. at 9-10.


� In this context, income-challenged customers would be those near, but not below, the Federal Poverty Income Guidelines or those that are identified as payment troubled customers (e.g., large arrearages).
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