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	COMMONWEALTH OF PENNSYLVANIA                      
PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265
	M-2012-2293611



March 22, 2012
To: 
All Jurisdictional Water and Wastewater Utilities, Electric Distribution Companies, Natural Gas Distribution Companies and City Natural Gas Distribution Operations


Re:    Act 11 of 2012/HB 1294 -- Implementation Order for Establishment of a Distribution System Improvement Charge; Docket No. M-2012-2293611 
On February 14, 2012, Governor Corbett signed into law House Bill 1294 as Act 11 of 2012, (Act 11), with an effective date of April 16, 2012.  Act 11 amends Title 66 of the Pennsylvania Consolidated Statutes, the Public Utility Code (Code) to allow public utilities to use a fully projected future test year in rate cases, and to allow wastewater companies to allocate a portion of their revenue requirement to the combined water and wastewater customer base, if deemed in the public interest.  See 66 Pa. C.S. §§ 315(e) and 1311(c).  
Furthermore, Act 11 amends the Code to allow jurisdictional water and wastewater utilities, natural gas distribution companies, city natural gas distribution operations, and electric distribution companies to petition the Pennsylvania Public Utility Commission (Commission) for approval to implement a Distribution System Improvement Charge (DSIC).  The DSIC must be designed to 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).  

The Commission has established Docket No. M-2012-2293611 as a generic docket number for all Secretarial Letters, Implementation Orders and working groups regarding the implementation of Act 11 and, in particular, issues involving implementation of the DSIC. 

As to the DSIC petition and review process, Act 11 provides that on and after January 1, 2013, utilities may petition the Commission for approval to establish a DSIC.  The petition must contain these elements: (1) an initial tariff that complies with a model tariff adopted by the Commission; (2) testimony, affidavits, exhibits and/or other evidence to demonstrate that the DSIC is in the public interest and will ensure the provision of adequate, efficient, safe, reliable and reasonable service; (3) a long-term infrastructure plan; (4) certification that a base rate case has been filed within the past 5 years; and (5) any other information required by the Commission.  Moreover, the petition must demonstrate that granting the petition and allowing the DSIC to be charged will accelerate the rate of infrastructure replacement over the utility’s current rate of replacement.  

Act 11 specifies six (6) elements that must be included in a long-term infrastructure improvement plan, and provides that if, upon Commission review, the plan is not adequate and sufficient to ensure and maintain adequate, efficient, safe, reliable and reasonable service, the Commission shall order a new or revised plan.  See 66 Pa. C.S. § 1352(a)(7).  Finally, Act 11 provides for numerous consumer protection provisions designed to ensure, inter alia, that customers have notice and opportunity to be heard, that the DSIC is properly computed and monitored, that the public utility will not be over-earning, that the DSIC is fairly applied among customer classes, and that the DSIC re-sets to zero after a subsequent rate case.  See 66 Pa. C.S. §§ 1354, 1357 and 1358. 
In order to provide a forum for discussion and feedback from stakeholders as the Commission begins its implementation of Act 11, the Commission invites interested persons to a working group meeting to be held on April 5, 2012, at 10 AM in Hearing Room 1.  The purpose of this meeting will be to address certain key implementation issues in advance of the Commission’s issuance of a Tentative Implementation Order, which will be subject to formal comment.  At this time, however, the Commission would like to address the following key topics in the first working group meeting:

· Elements of a model DSIC tariff, including the necessary computation, reconciliation and consumer protection provisions (audits, reconciliations, percent caps and re-set to zero);
· Elements of and standards for approval of a long-term infrastructure improvement plan, ability to use previously approved plans, and subsequent periodic review parameters;
· Establishing a baseline for the current rate of infrastructure improvement;
· Examination of the relationship between long-term infrastructure improvement plan under Act 11 and the natural gas distribution company pipeline replacement and performance plans required by Commission order at Docket No. M-2011-2271982; 

· Determination of the equity return rate when more than 2 years have elapsed between the effective date of a final order in a base rate case and the effective date of the DSIC; and
· Standards to establish and ensure that DSIC work is performed by “qualified employees” of either the utility or an independent contractor.
  
If you wish to participate in this working group or monitor the meeting, please send an email to the established resource account at ra-Act11@pa.gov by 5 p.m., on Friday, March 30, 2012.  Also in that e-email, you may suggest other issues for discussion at the working group meeting.  You will then be provided with a call-in number and the specific starting time for working group meeting.  


At the working group meeting, Commission staff anticipates providing guidance regarding the Commission’s implementation plan for Act 11.  Commission staff will also endeavor to address issues that were submitted by email to the resource account.  The frequently asked questions and answers (FAQs) will be posted on the Commission’s website for Act 11 matters at http://www.puc.state.pa.us/general/Act11_info.aspx.
If you have any questions regarding this Secretarial Letter, please e-mail your questions to Assistant Counsel David E. Screven at dscreven@pa.gov or Assistant Counsel Louise Fink Smith at finksmith@pa.gov.  
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Very truly yours,
Rosemary Chiavetta

Secretary
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