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INTRODUCTION
On or about March 27, 2015, PECO Energy Company (PECO or Respondent or Company) filed proposed Tariff Electric-Pa. P.U.C. No. 5 to become effective May 26, 2015, containing proposed changes to rates, designed to produce an increase in PECO’s annual distribution revenue of approximately $190.0 million, or 15.6% above existing distribution revenues.  The proposed tariff increase as filed is a 4.4% increase over the Company’s total present revenues. 
A settlement was reached prior to the technical evidence hearing.  The settlement proposes a rate increase of approximately $127.0 million or 10.9% above existing distribution revenues which is a 2.9% net increase in PECO’s total annual operating revenues from its service customers.  Under the rates as filed by the Company a residential customer using 700 kWh per month would realize an increase from $110.18 to $116.73 or $6.55 (5.9%).  Under the Settlement, a residential customer using 700 kWh per month would pay $114.35 or an increase of $4.17 per month (3.8%).  The settlement residential customer charge will increase from $7.12 to $8.45 or $1.33 per month.  PECO initially proposed the residential customer charge to increase to $12.00 per month.  This Recommended Decision approves the settlement with the modification that the collaborative agreed upon by the parties be enlarged to include all EDCs and NGDCs in the Commonwealth and any other interested parties to explore the adoption of revenue decoupling as a mechanism to enable EDCs and NGDCs to recover revenues when sales volumes fluctuate.
BACKGROUND

PECO provides electric service to about 1.6 million retail customers in its service territory which covers portions of Bucks, Chester, Delaware, Montgomery, Philadelphia and York Counties—a population of approximately 4.0 million people.  PECO Stmt.  No. 1 at 3.  The Company primarily serves electric distribution and generation services on an unbundled basis.  Id.  As of December 31, 2014, the Company served over 1,434,010 residential customers; 149,149 small commercial and industrial customers; and 3,103 large commercial and industrial customers.  Id at 4.

PECO filed its last electric base rates increase in March 2010.  Those rates went into effect on January 1, 2011, to produce an increase in annual base rate revenues of $225 million.  Pa. Pub. Util. Comm’n, et al., v. PECO Energy Co.—Electric Division, Docket No. R-2010- 2161575, Opinion and Order, entered December 21, 2010, ordering paragraph 6.  Since the last rate increase the Company has made over a billion dollars in new and replacement plant investment.  The number of customers has increased at 0.4% compound annual growth rate from 2011 through 2014.  However, the customer growth has been offset by a decline in usage per customer due to energy efficiency and conservation mandates under Act 129 of 2008, which affect the Company’s ability to earn a fair return on its investment.  PECO Stmt. 2 at 3.  Specifically, the Company has experienced a decline in load growth at 0.6% on a compound annual basis over the period from 2011 through 2014.    
HISTORY OF THE PROCEEDINGS


This matter was filed pursuant to 66 Pa.C.S. § 1308(d) which provides the Pennsylvania Public Utility Commission (Commission) with seven months to make a final decision on whether the proposed rate increase should go into effect as requested. 

A formal complaint at Docket No. C-2015-2475585, was filed by the Office of Consumer Advocate (OCA) on April 6, 2015.  A Notice of Appearance was filed by the Bureau of Investigation and Enforcement (I&E) on April 7, 2015.  A Petition to Intervene was filed by the Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania (CAUSE-PA) on April 9, 2015.  A formal complaint at Docket No. C-2015-2477974, was filed by the Office of Small Business Advocate (OSBA) on April 16, 2015.  A Notice of Appearance was filed by the OSBA on April 17, 2015.  On April 20, 2015, the Tenant Union Representative Network (TURN) and the Action Alliance of Senior Citizens of Greater Philadelphia (Action Alliance) filed a Petition to Intervene in this proceeding.  

By Order entered April 23, 2015, the Commission instituted an investigation into the lawfulness, justness and reasonableness of the proposed rate increases in this tariff filing.  Pursuant to Section 1308(d) of the Public Utility Code, 66 Pa.C.S. § 1308(d), proposed Tariff Electric-PA. P.U.C. No. 5 was suspended by operation of law until December 26, 2015, unless otherwise directed by Commission Order.

A Petition to Intervene was filed by the City of Philadelphia (City of Phila.) on April 23, 2015.   

On April 27, 2015, a Hearing Notice was sent to the parties of record for a telephonic Prehearing Conference scheduled for Monday, May 11, 2015, at 10:00 a.m.  The Notice indicated the undersigned Administrative Law Judge (ALJ) as the presiding officer.  On April 28, 2015, the undersigned ALJ filed a Prehearing Conference Order which provided information and direction for procedure during this prehearing conference.  

On May 1, 2015, a Petition to Intervene was filed by the Clean Air Council (CAC).  On May 6, 2015, Pennsylvania Industrial Energy Users Group (PAIEUG) filed a formal complaint at Docket No. C-2015-2480912, against the proposed rate increase of PECO.  On May 7, 2015, the Alliance for Solar Choice (TASC) filed a Petition to Intervene, a Motion to Appear Pro Hac Vice and a Notice of Appearance.   

On May 7, 2015, PECO filed a Petition for Protective Order at this docket. 

On May 8, 2015, William B. Kazimer filed a formal complaint at Docket No. 
C-2015-2481825, against the proposed rate increase.  Also on May 8, 2015, the U.S. General Services Administration (GSA) filed a petition to intervene and a notice of appearance in this proceeding.
The Prehearing Conference convened as scheduled.  All parties complied with the April 28, 2015, Prehearing Conference Order by each submitting a prehearing memorandum for review by the undersigned ALJ.
  All parties were represented by counsel and participated in the prehearing conference.  A procedural schedule was established.  
On May 12, 2015, the Natural Resources Defense Council (NRDC) filed a Petition to Intervene in this proceeding.  On May 13, 2015, counsel for GSA filed a Motion for Admission Pro Hac Vice for its counsel.



Prehearing Conference Order #3 dated May 14, 2015, was issued which confirmed the direction provided and the procedural schedule established at the Prehearing Conference.
On May 22, 2015, PECO submitted Supplemental Direct Testimony regarding its proposed Capacity Reservation Rider (CRR) which responded to the questions posed by the 

April 23, 2015, Joint Statement of Chairman Brown and Commissioner Powelson.

On June 1, 2015, counsel for CAUSE-PA, Harry Geller, Esquire, withdrew his appearance and Patrick Cicero, Esquire filed an entry of appearance for CAUSE-PA.  Also on 
June 1, 2015, Keystone Energy Efficiency Alliance Energy Education Fund (KEEF) filed a Petition to Intervene.  

A. PUBLIC INPUT HEARINGS

By Hearing Notice dated May 22, 2015, five in person public input hearings were scheduled as follows:

June 8, 2015, at 7 p.m. in Newtown, PA;
June 9, 2015, at 10 a.m. in Center City, Philadelphia, PA;
June 9, 2015, at 7 p.m. in Northeast, Philadelphia, PA;
June 10, 2015, at 7 p.m. in Worcester, PA; and
June 15, 2015, at 7 p.m. in Ridley Park, PA.
At the public input hearing held at 7 p.m. on June 8, 2015, six people testified.  Three people testified that PECO acts as a good corporate citizen in the community.  The three remaining people provided testimony against the rate increase. 

At the public input hearing held at 10 a.m. on June 9, 2015, 13 people testified.  Three people testified to PECO as a partner for disaster preparedness and the Company as a partner to help Philadelphia city youths in science, technology, engineering and math (STEM) programs.  The remaining people testified against the rate increase, emphasizing that any fixed charge, i.e. the customer charge, is a disincentive against conservation efforts by the ratepayer, the structure is focused on demand growth but the environment is conservation focused and the Customer Assistance Program (CAP) does not benefit the underemployed and fixed income customers.

At the public hearing held at 7 p.m. on June 9, 2015, five people testified.  Two people testified about PECO supporting in assisting youths in developing career goals and increased percentage of youths graduating from high school, leadership development, and STEM development.  The remaining three people testified against the rate increase, especially the effects of the increase on the fixed-income, senior citizens and underemployed customers and those customers who live on minimum wage.

At the public hearing held at 7 p.m. on June 10, 2015, four people testified.  One person testified favorably for PECO as a partner in the STEM program for college students in the community.  Another person testified favorably for PECO as a partner to protect wildlife and promote land conservation.  The remaining two people testified against the rate increase.  The persons focused on the smart meters that PECO has begun to install through some Federal grant money they obtained.  The persons emphasized that the Commission needs to review whether the new smart meters are safe before installation is mandated.  The Commission also should consider that the installation of the smart meter will allow the Company and customers to operate more efficiently in detecting and managing outages; so consequently, any rate increase should be counterbalanced by Company savings in labor reductions and operations.  
At the public hearing held at 7 p.m. on June 15, 2015, four people testified.  All opposed the rate increase for at least one of the following reasons: (1) adversely affects fixed income ratepayers; (2) provides disincentive to conserve when fixed charges are raised; (3) provides no incentive to investment in alternative, renewable energy; (4) adjusts billing to time of use/time of day to reduces stress on distribution network; and (5) considers climate protection and stability.     
On June 11, 2015, Sandra Doyle McManus, Esquire, filed a Notice of Appearance on behalf of the City.  

By Hearing Notice dated June 18, 2015, the evidentiary hearings were scheduled for August 11, through August 14, 2015, in the Commission’s building in Harrisburg, Pennsylvania.

On June 19, 2015, PAIEUG updated the entities it represented in its industrial users group of the Philadelphia area.

B. PARTIES THAT SUBMITTED TESTIMONY
As directed in Prehearing Conference Order #3 dated May 14, 2014, the following parties submitted direct testimony on June 23, 2015:

1. CAC;

2. City of Phila.;

3. EDF;

4. GSA;

5. I&E;

6. KEEF;

7. OCA;

8. OSBA;

9. PAIEUG; 

10. TASC; and

11. TURN and Action Alliance.

Rebuttal testimony was submitted on July 21, 2015, by the following parties:

1. OCA;

2. OSBA;

3. PAIEUG; and

4. PECO. 



Surrebuttal testimony was submitted on July 21, 2015, by the following parties:

1. I&E;

2. KEEF;

3. OCA;

4. OSBA;

5. PAIEUG;

6. PECO; and

7. TASC
C.  MOTIONS
On June 22, 2015, the Environmental Defense Fund (EDF), Heather Langeland, Esquire, filed a Motion for Admission pro hac vice for John Finnigan and Michael Panfil, a Notice of Appearance and a Petition to Intervene.

On July 24, 2015, PECO filed a Motion to Strike all or portions of the direct testimony of EDF and KEEF.  
By Prehearing Order #4 dated July 28, 2015, the undersigned ALJ directed that the deadline to respond to the aforementioned PECO Motion concerning EDF and KEEF would be due on or before close of business August 7, 2015.  

On July 30, 2015, PECO filed a Motion to Strike all or portions of the direct testimony of TASC.  Also on July 30, 2015, Mr. Wooley, who was granted leave to appear pro hac vice on behalf of TASC, requested to appear without sponsoring counsel.
By Prehearing Order #5 dated July 31, 2015, the undersigned ALJ directed that the deadline to respond to the aforementioned PECO Motion concerning TASC would be due on or before close of business August 7, 2015.

On August 11, 2015, PECO communicated to the undersigned ALJ that a comprehensive settlement in principle was reached.  PECO stated that as a consequence of reaching a settlement in principle, the Company would not be presenting rejoinder testimony.

D. ADMITTED RECORD TESTIMONY


On August 14, 2015, a telephonic hearing was conducted so that the parties could put into the record testimony that would support the settlement.  The following testimony was admitted into the record:

1. PECO Hearing Exhibit No. 1 which included the following:
a. PECO Stmt. No. 1;

b. PECO Stmt. No. 1-R;

c. PECO Stmt. No. 2, PECO Exhibit PSB-1;

d. PECO Stmt. No. 2-R, PECO Exhibits PSB-2, PSB-3;

e. PECO Stmt. No. 3, PECO Exhibits SY-1 thru SY-3;

f. PECO Stmt. No. 3-R, PECO Exhibits SY-4 thru 

SY-7;

g. PECO Stmt. No. 4, PECO Exhibits SAB-1 thru 

SAB-4;

h. PECO Stmt. No. 5, PECO Exhibit PRM-1;

i. PECO Stmt. No. 5-R, PECO Exhibit PRM-2;

j. PECO Stmt. No. 6, PECO Exhibits ABC-1 thru ABC-10;

k. PECO Stmt. No. 6-R, PECO Exhibits ABC-11 thru ABC-13;

l. PECO Stmt. No. 6-SR;

m. PECO Stmt. No. 7, PECO Exhibits SAN-1 thru 

SAN-7;

n. PECO Stmt. No. 7-S, PECO Exhibits SAN-8 thru SAN-16;

o. PECO Stmt. No. 7-R;

p. PECO Stmt. No. 7-SR;

q. PECO Stmt. No. 8, PECO Exhibits RAS-1, RAS-2;

r. PECO Stmt. No. 8-R; and

s.  PECO Stmt. No. 9-R, PECO Exhibit WJH-1.

2. City of Phila. Stmt. No. 1;

3. EDF Stmt. 1, Exhibit DM-1 thru DM-3;

4. GSA Stmt. 1, Exhibit DWG-1;

5. I&E testimony which included the following:

a. I&E Stmt. No. 1, I&E Exhibit No. 1;

b. I&E Stmt. No. 1-SR;

c. I&E Stmt. No. 2 (proprietary), I&E Exhibit 2;

d. I&E Stmt. No. 2 (non-proprietary);

e. I&E Stmt. No. 2-SR, I&E Exhibit No. 2-SR;

f. I&E Stmt. No. 3, I&E Exhibit No. 3; and
g. I&E Stmt. No. 3-SR, I&E Exhibit 3-SR;

6. KEEF St. No. 1, Exhibits BB-1 thru BB-4;

7. KEEF St. No. 1-S, Exhibit BB-1S;

8. OCA testimony which included the following:

a. OCA Stmt. No. 1, Schedules A thru D and Tables I, II

b. OCA Stmt. No. 2, Exhibits DCP-1, DCP-2, Schedules 1-4, Attachment 1;

c. OCA Stmt. No. 2-S, Exhibit DCP-3;

d. OCA Stmt. No. 3, Schedules GAW-1 thru GAW-5;

e. OCA Stmt. No. 3-R, Schedules GAW-1R, GAW-2R;

f. OCA Stmt. No. 3-S;

g. OCA Stmt. No. 4, Schedule RDC-1; and
h. OCA Stmt. No. 4-S

9. OSBA Stmt. No. 1, Exhibits BK-1 thru BK-4, Attachment OSBA I-2

10. OSBA Stmt. No. 2, Exhibit BK-1R;

11. OSBA Stmt. No. 3;

12. PAIEUG Stmt. No. 1, Exhibits JP-1 thru JP-12;

13. PAIEUG Stmt. No. 1-R, Exhibits JP-13 thru JP-16;

14. PAIEUG Stmt. No. 1-S;

15. TASC Stmt. No. 1, Exhibits SG-1 thru SG-5;

16. TASC Stmt. No. 2, Exhibit SG-SR-1; and

17. TURN Stmt. No. 1.
It is noted that Mr. Kazimer provided direct testimony at the Public Input Hearing on June 10, 2015. Tr. 255-267.
By Prehearing Order #6 dated August 17, 2015, the undersigned ALJ directed a change in the procedural schedule which, canceled the in person evidentiary hearings, except for the scheduled hearing on August 14, 2015.  This Order acknowledged the settlement in principle, directed that the settlement document be filed on or before September 11, 2015.  This Order granted the request of Mr. Wooley to proceed without sponsoring testimony in the remaining record appearances.  This Order also acknowledged that in light of the settlement, PECO withdrew both of its Motions to Strike.  This Order also granted the request of I&E to leave the record open until August 25, 2015, for evidence, so that one of its witnesses that authored testimony could provide written verification of the testimony.   
On September 10, 2015, a Joint Petition for Settlement of Rate Investigation (Settlement) was submitted to the undersigned ALJ for review.   The Settlement consists of attached Statements in Support and appendices, which included, supporting tables, proposed tariff, outlines of in-program arrearage forgiveness program and capacity reservation rider.  The Joint Petitioners
 represent that the Settlement is substantiated by sufficient record evidence to satisfy the legal standard for approval.  The Joint Petitioners request that the undersigned ALJ accept and adopt the Settlement without modification.  It is noted that GSA, while not a signatory party to the Settlement, provided a letter stating it does not oppose the Settlement.  Settlement Stmt. N.  It is also noted that Mr. Kazimer, sent a letter to counsel for PECO which stated he joins in the Settlement.  Consequently, no party objects to the Settlement.



The record for evidence closed on September 11, 2015.


This matter is ripe for recommendation.

TERMS AND CONDITIONS OF THE JOINT PETITION FOR SETTLEMENT


The Joint Petitioners agree to the following pertinent terms and conditions for settlement:

A. Revenue Requirement

1.
PECO will be permitted to charge, effective for service rendered on and after January 1, 2016, the Settlement Rates set forth in Appendix A.  The Settlement Rates are designed to produce an annual net increase in electric operating revenue of $127 million as shown in the proof of revenues provided as Appendix B.

2.
The Settlement Rates provide for recovery of $7.0 million in annual operating expense ($7.6 million inclusive of Gross Receipts Tax expense) requested by PECO for increased vegetation management.  PECO agrees to provide a status report on the enhanced vegetation management initiative at twelve and twenty-four months after its initiation.  The status report will be provided to the Commission three months after the close of each reporting period.  Such reports will include the locations of circuit sections and CEMI (Customers Experiencing Multiple Interruptions) pockets treated under the enhanced vegetation maintenance program, as well as any associated improvement in reliability of those circuit sections and CEMI pockets.  The Company will serve upon the OCA and I&E a copy of the two (2) reports referenced above.

B. Revenue Allocation And Rate Design

3.
The Settlement Rates reflect the allocation of the annual net increase in electric operating revenue to each rate class agreed to by the Joint Petitioners, as set forth below:

PECO ENERGY CO. – ELECTRIC DIVISION CUSTOMERS 
	Customer Class(es)
	Settlement Increase (000)
	Percentage Increase

	Residential (R) and Residential Heating (RH)
	$84,416
	10.9%

	General Service (GS)
	      $30,617
	14.9%

	Primary Distribution (PD)
	      $1,250
	         13.3%

	High Tension (HT)
	        $9,285
	 6.4%        

	Electric Propulsion (EP)
	         $757
	8.7%

	Lighting (L)
	         $675
	         3.4%

	Total 
	     $127,000
	 10.9%


4.
The Settlement Rates reflect the agreement among the Joint Petitioners with respect to PECO’s monthly Fixed Distribution Service (Customer) Charges for Rates R, RH and GS, as follows:

	Rates R and RH
	$8.45

	Rate GS:
	

	Single Phase Service Without Demand Measurement
	$14.29

	Single Phase Service With Demand Measurement
	$18.20

	Polyphase Service
	$43.54


For Rates R, RH and GS, the Variable Distribution Charges were scaled back to produce the class revenues shown in the table in Paragraph 3, above.  For all other rate classes, the Fixed Distribution Service Charges under the Settlement Rates were adjusted, and the Variable Distribution Charges were scaled back, to produce the class revenues shown in the table in Paragraph 3, above.

C. In-Program Arrearage Forgiveness (IPAF) Cost Recovery

5. The terms of the Joint Petitioners’ agreement on IPAF cost recovery are set forth in Appendix C to this Joint Petition.
  Additionally, the Joint Petitioners acknowledge and agree that, pursuant to the terms set forth in Appendix C, the Settlement Rates will allow PECO to collect $2 million per year as a transition cost associated with IPAF, which is in lieu of the $5.0 million per year annual amortization initially claimed by PECO.

D. CRR [Capacity Reservation Rider]
6. The terms of the Joint Petitioners’ agreement with respect to modifications to the Company’s proposed CRR are set forth in Appendix D to this Joint Petition.  The Joint Petitioners agree that the revisions to PECO’s initially proposed CRR that are reflected in Appendix D respond to issues raised in the Joint Statement of Chairman Brown and Commissioner Powelson.

E. Tax Repair Deduction Refund

7. PECO will continue to refund the reductive effect of the tax repair catch-up deduction through a customer bill credit in the same manner it is currently calculating and refunding such credit, pursuant to Paragraph 7.E. of the Joint Petition for Partial Settlement of Rate Investigation at Docket No. R-2010-2161575, except that, commencing on the effective date of the Settlement Rates, the bill credit will reflect 6% simple interest on the monthly unamortized balance of the tax-effected catch-up deduction.

F. FPFTY [(Fully Projected Future Test Year)] Reports

8. As provided in I&E Statement No. 3, pages 9-10, on or before April 1, 2016, PECO will provide the Commission’s Bureau of Technical Utility Services (TUS), I&E, OCA, and OSBA an update similar to PECO’s response to I&E Interrogatory (Set V) No. RB-25, which will set forth its electric division’s actual capital expenditures, plant additions, and retirements by month for the twelve months ending December 31, 2015.  On or before April 1, 2017, PECO will provide a similar update to the response to I&E Interrogatory (Set V) No. RB-25, which will include actual capital expenditures, plant additions, and retirements by month for the twelve months ending December 31, 2016.  In PECO’s next base rate proceeding, the Company will prepare a comparison of its actual expenses and rate base additions for the twelve months ended December 31, 2016 to its projections in this case.

G. Distribution System Improvement Charge (DSIC)

9. As of the effective date of the Settlement Rates in this proceeding, PECO will be eligible to include plant additions in its proposed DSIC, if approved, once eligible account balances exceed the levels projected by PECO at December 31, 2016.  The foregoing provision is included solely for purposes of calculating the DSIC, and is not determinative for future ratemaking purposes of the projected additions to be included in rate base in a FPFTY filing.

H. Depreciation Rates

10. The Joint Petitioners agree and acknowledge that the depreciation rates employed by the Company to calculate depreciation expense as set forth in PECO Exhibit SY-1 were not challenged in this case, are appropriate for ratemaking purposes in this case and that the Company will use such depreciation rates to calculate the depreciation expense it records on its regulated books of account.

I. Smart Meter Costs

11. The Settlement Rates reflect the roll-in to PECO’s electric base rates of costs recoverable under its Smart Meter Cost Recovery Surcharge (“SMCRS”), as explained in PECO Statement No. 8, pp. 9-10.  The SMCRS will remain in place as the mechanism for refunding or recouping, as applicable, any over collection or under collection balance that may exist as of the effective date of the Settlement Rates.

J. Revenue Decoupling Collaborative

12. On or before March 1, 2016, PECO will hold a collaborative open to all interested participants to seek input regarding revenue decoupling.  All participants reserve their right to raise any and all arguments and positions in the collaborative, or to the Commission, including opposing the implementation of decoupling in whole or in part.

K. Interconnection Of Customer-Owned Generation

13. The Joint Petitioners agree that the Company will revise its terms and conditions for interconnection of customer-owned generation as follows:

Permission to Operate:  For Level 1, 2, 3, and 4 interconnection requests, the Company will undertake best efforts to return a fully executed Certificate of Completion, approving the facility for operation, within (i) ten business days from the date of a witness test or inspection that confirms all customer and Company equipment has been properly installed and that all electrical connections meet the Company’s requirements, or (ii) ten days after the witness test has been deemed waived.

14. The Joint Petitioners further agree that PECO will provide reports on interconnection processing timelines to the Commission semi-annually.

L. The Settlement is in the Public Interest

15. PECO, I&E, OCA, OSBA, PAIEUG, CAUSE-PA, TURN [and Action Alliance], the City of Phila., EDF, KEEF, CAC, NRDC, and TASC have each prepared… their Statements in Support setting forth the bases upon which they believe that the Settlement, including the Settlement Rates, is fair, just, reasonable, non-discriminatory, lawful and in the public interest.

16. Joint Petitioners submit that the Settlement is in the public interest for the following additional reasons: 

•
The Settlement provides for an increase in annual net electric operating revenues of $127 million, or approximately 2.9% (based on total electric operating revenue), in lieu of the $190 million, or 4.4% (based on total electric operating revenue), increase originally requested.  The effect of the increases under the Settlement Rates on a typical customer in each major rate class is set forth in Appendix E.

•
The Settlement amicably and expeditiously resolves a number of important and potentially contentious issues.  The administrative burden and costs to litigate these matters to conclusion would be significant.
•
The Settlement Rates will allocate the agreed upon revenue requirement to each customer class in a manner that is reasonable in light of the rate structure/cost of service positions of all Joint Petitioners.
•
The Joint Petitioners arrived at the Settlement terms after conducting discovery and engaging in in-depth discussions over several weeks.  The Settlement terms and conditions constitute a carefully crafted package representing reasonable negotiated compromises on the issues addressed herein. Thus, the Settlement is consistent with the Commission’s rules and practices encouraging negotiated settlements (see 52 Pa. Code §§ 5.231, 69.391, 69.401), and is supported by substantial record evidence.
M. ADDITIONAL TERMS AND CONDITIONS
17.
The Commission’s approval of the Settlement shall not be construed as approval of any Joint Petitioner’s position on any issue, except to the extent required to effectuate the terms and agreements of the Settlement.  Accordingly, this Settlement may not be cited as legal precedent in any future proceeding, except to the extent required to implement this Settlement.
18.
It is understood and agreed among the Joint Petitioners that the Settlement is the result of compromise and does not necessarily represent the position(s) that would be advanced by any Joint Petitioner in this or any other proceeding, if it were fully litigated.
19.
This Settlement is being presented only in the context of this proceeding in an effort to fully resolve the issues presented in this proceeding in a manner that is fair and reasonable.  The Settlement is the product of compromise.  This Settlement is presented without prejudice to any position which any of the Joint Petitioners may have advanced and without prejudice to the position any of the Joint Petitioners may advance on the merits of the issues in future proceedings, except to the extent necessary to effectuate the terms and conditions of this Settlement. 
20.
This Settlement is conditioned upon the Commission’s approval of the terms and conditions contained herein without modification.  If the Commission should disapprove the Settlement or modify any terms and conditions herein, this Settlement may be withdrawn upon written notice to the Commission and all active parties within five (5) business days following entry of the Commission’s Order by any of the Joint Petitioners and, in such event, shall be of no force and effect.  In the event that the Commission disapproves the Settlement or the Company or any other Joint Petitioner elects to withdraw the Settlement as provided above, the Joint Petitioners reserve their respective rights to fully litigate this case, including, but not limited to, presentation of witnesses, cross-examination and legal argument through submission of Briefs, Exceptions and Replies to Exceptions.

If the ALJ, in her Recommended Decision, recommends that the Commission adopt the Settlement as herein proposed without modification, the Joint Petitioners agree to waive the filing of Exceptions with respect to any issues addressed by the Settlement.  However, the Joint Petitioners do not waive their rights to file Exceptions with respect to any modifications to the terms and conditions of this Settlement or any additional matters proposed by the ALJ in her Recommended Decision.  The Joint Petitioners also reserve the right to file Replies to any Exceptions that may be filed.
DISCUSSION
A.
Applicable Legal Standard
The purpose of this investigation is to establish rates for the customers in PECO’s service territory, which are “just and reasonable” pursuant to Section 1301 of the Public Utility Code, 66 Pa.C.S. § 1301.  


A public utility seeking a general rate increase is entitled to an opportunity to earn a fair rate of return on the value of the property dedicated to public service.  Pennsylvania Gas and Water Co. v. Pa. Pub. Util. Comm’n, 341 A.2d 239 (Pa. Cmwlth. 1975).  In determining what constitutes a fair rate of return, the Commission is guided by the criteria set forth in Bluefield Water Works and Improvement Co. v. Public Service Comm’n of West Virginia, 262 U.S. 679 (1923) and Federal Power Comm’n v. Hope Natural Gas Co., 320 U.S. 591 (1944).  In Bluefield the United States Supreme Court stated:

A public utility is entitled to such rates as will permit it to earn a return on the value of the property which it employs for the convenience of the public equal to that generally being made at the same time and in the same general part of the country on investments in other business undertakings which are attended by corresponding risks and uncertainties; but it has no constitutional right to profits such as are realized or anticipated in highly profitable enterprises or speculative ventures.  The return should be reasonably sufficient to assure confidence in the financial soundness of the utility and should be adequate, under efficient and economical management, to maintain and support its credit and enable it to raise the money necessary for the proper discharge of its public duties.  A rate of return may be too high or too low by changes affecting opportunities for investment, the money market and business conditions generally.
Bluefield Water Works and Improvement Co. v. Public Service Comm’n of West Virginia, 262 U.S. 679, 692-3 (1923).



In analyzing a proposed general rate increase, the Commission determines a rate of return to be applied to a rate base measured by the aggregate value of all the utility’s property used and useful in the public service.  In determining a proper rate of return, the Commission calculates the utility’s capital structure and the cost of the different types of capital during the period in issue.  The Commission has wide discretion, because of its administrative expertise, in determining the cost of capital.  Equitable Gas Co. v. Pa. Pub. Util. Comm’n, 405 A.2d 1055 (Pa. Cmwlth. 1979).

Commission policy promotes settlements, 52 Pa.Code § 5.231.  Settlements lessen the time and expense the parties must expend litigating a case and at the same time conserve administrative hearing resources.  The Commission has indicated that settlement results are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa.Code 
§ 69.401.  Rate cases are expensive to litigate and the cost of such litigation at a reasonable level is an operating expense recovered in the rates approved by the Commission.  This means that a settlement, which allows the parties to avoid the substantial costs of preparing and serving testimony and the cross-examination of witnesses in lengthy hearings, the preparation and service of briefs, reply briefs, exceptions and reply exceptions, together with the briefs and reply briefs necessitated by any appeal of the Commission’s decision, yields significant expense savings for the company’s customers.  That is one reason why settlements are encouraged by long-standing Commission policy.



In order to accept a settlement, the Commission must determine that the proposed terms and conditions are in the public interest.  Pa. Pub. Util. Comm’n v. York Water Co., Docket No. R-00049165, (Commission Opinion and Order entered October 4, 2004); Pa. Pub. Util. Comm’n v. C. S. Water and Sewer Assoc., 74 Pa. P.U.C. 767 (1991).



The Joint Parties have reached an accord on the issues and claims that arose in this proceeding and submitted a Joint Petition for Settlement for Commission review.  In reviewing the settlement regarding rates, the question which must be answered is whether the settlement is in the public interest.
B.
Analysis 

1. Issues of Joint Parties to the Settlement

a. Limited Specifics for Revenue Requirement (Black Box)

The instant Settlement was achieved without specific ratemaking adjustments to support the specific components it contains.  However, the Settlement balances the interests of the parties to the proceeding; provides reasonable resolutions for the issues that were pending producing fair results.  PECO Stmt. in Support, Joint Petition Stmt. A, at 6; I&E Stmt. in Support, Joint Petition Stmt. B, at 8; and OCA Stmt. in Support, Joint Petition Stmt. C at 6-7.  The Joint Petitioners have agreed to an overall outcome that they find reasonable under the unique circumstances of the proceeding and have not identified individual components of the overall revenue requirement to settle upon.  Id.  
The Commission has noted that “Black box” settlements are an important aspect in the process of delivering timely and cost effective regulation.”  Pa. Pub. Util. Comm’n v. Citizens’ Electric Co. of Lewisburg, Pa., Docket No. R-2010-2172665 (Final Order, entered January 13, 2011); see also Pa. Pub. Util. Comm’n v. Wellsboro Electric Co., Docket No. R-2010-2172662 (Final Order entered January 13, 2011); Pa. Pub. Util. Comm’n v. Peoples TWP LLC, Docket No. R-2013-2355886 Final Order entered December 19, 2013); Pa. Pub. Util. Comm’n v. Borough of Ambler Water Dept., Docket No. R-2014-2400003 (Final Order entered December 4, 2014).  
A black box settlement is a means to reach agreement on a rate increase in a case where the issues raised are varied and complex.  To delineate and specify each component of the rate increase to the issues would be difficult, time-consuming, expensive and costly to the consumers as a rate case expense.  To curtail any delineation is to save time, expense and costs of the parties and the ratepayers.  The Commission has in the past found such black box settlements to be reasonable and in the public interest.  See for example, Pa. Pub. Util. Comm’n v. Columbia Gas of Pennsylvania, Inc., Docket No. R-2014-2406274 (Final Order entered December 10, 2014) (approving black box settlement for a base rate increase of $32.5 million); Pa. Pub. Util. Comm’n v. Duquesne Light Co., Docket No. R-2013-2372129 (Final Order entered April 23, 2014) (approving black box settlement for a base rate increase of $48 million); Pa. Pub. Util. Comm’n v. PPL Electric Utilities Corp., Docket No. R-2010-2161694 (Final Order entered December 16, 2010) (approving black box settlement for a base rate increase of $77.5 million).  The instant case is consistent with Commission precedent. 
b. Revenue Allocation
As stated above, PECO originally filed for an increase in annual distribution revenues of $190 million or 4.4% of its total operating revenues.  A cost of service study (COS) was provided by PECO witness Alan Cohn.  PECO Stmt. No. 6 and PECO Exhibits ABC-2 thru ABC-10.  The costs of demand-related distribution assets were allocated among the rate classes based upon each class’ respective non-coincident peak demands.  PECO Stmt. No. 6 at 13.  

The rates for each service class remained a source of contention among the parties.  However, the parties agreed that the COS was a guide, rates should be designed to move classes to their respective cost of service and the Commission precedent of gradualism should be employed to move any class’ rates closer to its indicated cost of service.  Settlement Stmt. A at 18.

OCA witness, Glenn Watkins disagreed with the Company’s initial filing and recommended that the residential rates be allocated at about $118.9 million of the Company’s proposed increase with a proportional scale back if the increase granted is less than the Company’s proposed $190 million.  OCA Stmt. No. 3 at 33.

OSBA found the proposed revenue allocation for class problematic because it did not move the rate classes of R, PD and EP toward cost of service.  OSBA Stmt. No. 1 at 5.   OSBA witness, Brian Kalcic, proposed an alternative allocation so that each class customer class moved at least halfway towards its indicated cost of service.  OSBA Stmt. No. 1 at 6.

PAIEUG witness, Jeffry Pollock, found that the customers served on rates HT and EP had current rates that were in excess of their respective cost of service.  PAIEUG Stmt. 1 at 15.  

The City of Phila. stated that the Company’s initial filing proposed a 4.5% increase in the Street Lighting class which includes the following rates: (1) Street Lighting – Customer Owned (rate SL-E); (2) Street Lighting – Suburban (rate SL-S); (3)Traffic Lighting Constant Load Service (rate TLCL); (4) Alley Lighting (rate AL); and (5) Private Outdoor Lighting (rate POL).  The City of Phila. witness, Adam Agalloco, found that the rate of return on current tariff rates is about 1.75 times higher than the system average; and thus, this class provides revenues higher than the class’ cost of service.  City of Phila. Stmt. 1 at 3.  

The Settlement proposes an increase in distribution rate revenues of $127 million or 2.9%.  Under the rates as filed by the Company a residential customer using 700 kWh per month would realize an increase from $110.18 to $116.73 or $6.55 (5.9%).  Under the Settlement, a residential customer using 700 kWh per month would pay $114.35 or an increase of $4.17 per month (3.8%).  Settlement Appendix D at 1; Stmt. A at 11; Stmt. C at 7.  

Under the Settlement residential customers will realize an overall increase in distribution revenue of $84.416 million per year or 10.9% increase on a distribution – only basis as compared to the Company’s originally proposed 16.15% increase in distribution revenue.  
The Settlement provides a rate increase of 6.4% and 8.7% for rates HT and EP, respectively, which is below the system average of 10.9%.  These proposed Settlement rates acknowledge that these customer classes are currently paying in excess of their cost of service as advocated by PAIEUG.  Consequently, PAIEUG states that the Settlement allocation reasonably addresses the concern it raised regarding specific distribution rate classes.  Settlement Stmt. E at 4.

The Settlement yields a rate increase of 3.4% for the Lighting class.  The City of Phila. asserts this increase is a reasonable outcome, balances the interest of the ratepayers and is in the public interest.  Settlement Stmt. H at 2. 
The Settlement yields a reasonable result and the 10.9% increase in distribution revenue is equal to the distribution system average increase.  Settlement Stmt. C at 7.  I&E states that the Settlement provides a result “within the range of likely outcomes” if the case were fully litigated.  “The increase …yields a result that is both just and reasonable and in the public interest.”  Settlement Stmt. B at 8.  The OSBA states that the ratepayers will experience significant savings through the proposed Settlement revenue allocation as compared to the initially filed revenues and the level of the Settlement revenues will “allow PECO to operate its system for the benefit of ratepayers and shareholders alike.”  Settlement Stmt. D at 3.  OSBA concluded a possible outcome from litigation could have been overall increase to Rate GS at $30.869 million which is $0.252 million greater than that reflected in the Settlement.  Id. at 5.  OSBA finds that the Settlement reflects “a compromise among the parties … with respect to [their] litigation positions.”  Id.   
c. Rate Design for Customer Charge
PECO proposed in its initial filing a customer charge increase for the residential class from $7.12 to $12.00 or 68%.  PECO Stmt. 7 at 7.  Several parties disagreed with this proposed increase including:  OCA, I&E, CAUSE-PA, TURN and Action Alliance, EDF, KEEF, CAC, NRDC and TASC.  

OCA witness, Mr. Watkins, found that the cost based residential customer charge would be in the range of $8.07 to $8.48 per month contingent upon the assumed cost of capital.  OCA Stmt. 3-R at 11.  
I&E witness, Mr. Apetoh contended in litigation the fixed customer charge should reflect the true fixed cost incurred by the utility.  Mr. Apetoh disagreed that the proposed $12.00 fixed customer charge reflected the true cost of the Company; but rather, the customer charge at the level proposed would overcompensate the utility for maintenance and upkeep of the distribution system.  I&E Stmt. No. 3 at 26-27.  Mr. Apetoh proposed in litigation that the customer charge for the GS customers should be increased because the costs incurred by the Company per month to serve these customers were more than what was being collected by the current customer charge.  Id. at 28.   
The witness for TURN and Action Alliance, Hugh Gilbert Peach, stated that an increase in the fixed customer charge “undermines the ability for a customer to reduce his bills through conservation and consumption reduction.”  TURN Stmt. No 1 at 9.  Mr. Peach also testified that a rate structure should not undermine ratepayer investment in energy efficiency and weatherization through the Low Income Usage Reduction Program (LIURP), a program for low income households to reduce energy burden.  Id.  TURN and Action Alliance contended in litigation that the significant increase proposed in the rate case filing of the customer charge disproportionately impacts low income and fixed income customers because their budgets are not elastic.  Furthermore since this increase is not linked to usage or consumption, it is contrary to the goals of LIURP which was instituted to help low and fixed income customers.  Id. at 9-10. 
PECO proposed in its initial filing an increase from $13.48 to $14.59 per month or 8% for the customer charge of the GS Single Phase-No Demand rate class.  PECO proposed in its initial filing an increase from $16.78 to $18.59 per month or 11% for the customer charge of the GS Single Phase-With Demand rate class.  For the GS Polyphase customer class, PECO initially proposed an increase in the customer charge from $40.48 to $44.49 per month or 10%.  KEEF opposed these increases in fixed customer charges because they are not cost justified, suppress volumetric prices, and are contrary to Commission precedent and state policies to promote energy efficiency and conservation.  KEEF Stmt. No. 1 at 5, 15, 17-20. 
The witness for TASC, Steven Gabel, contended that high customer charges frustrate efforts to encourage energy efficiency by customers and runs the risk of reducing customer’s motivation to invest in energy efficiency and on-site renewable energy equipment because the higher fixed charges result in a longer period to recover these investments.  TASC Stmt. No. 1 at 15-16.  
The Settlement residential customer charge will increase from $7.12 to $8.45 or by $1.33 per month.  The Settlement customer charge rate is “significantly below the rate originally proposed by the Company,” is within the range that the OCA witness advocated in litigation and is a reasonable outcome consistent with sound ratemaking principles.  Settlement Stmt. C at 9.  TASC stated that its witness’ cost of service analysis supported an increase around the level provided in the Settlement.  Settlement Stmt. M at 3.  TASC also stated that the minimal increase in the Settlement is a “fair reflection of cost causation principles and [should] not …adverse[ly] impact clean energy development or low income customers.”  Id. at 3-4.  I&E states that the Settlement “moderates the increase in the customer charge for residential customers.”  Settlement Stmt. B at 11.  TURN and Action Alliance adds the Settlement rate for residential customer charge is a significant and beneficial decrease from what the Company initially proposed in its filing and “reflects a reasonable compromise among the parties.  Settlement Stmt. G at 2.  CAUSE-PA states that the Settlement customer charge for the residential customer class is modest and ensures that “the burden of a rate increase does not disproportionately fall on low income residents [or]… undermine ratepayer investments in energy efficiency and weatherization through LIURP.”  Settlement Stmt. F at 3.  CAUSE-PA contends that the Settlement residential fixed customer charge is in the best interests of the low income residents in PECO’s service territory.  Id. at 4.  NRDC posits that because the Settlement residential fixed customer charge increase is minimal, residential customers will have “significant opportunities to reduce the volumetric portion of their electricity bills through efficiency, conservation, and renewable energy.”  Settlement Stmt. L at 3. 
Pursuant to the Settlement, the GS Single Phase-No Demand rate class fixed customer charge will increase from $13.48 to $14.29 (instead of the initially proposed increase to $14.59) or by $0.81 per month.  Settlement at ¶ 17.  The GS Single Phase-With Demand rate class fixed customer charge will increase from $16.78 to $18.20 (instead of the initially proposed increase to $18.59) or by $1.42 per month.  Id.   The GS Polyphase rate class fixed customer charge will increase from $40.48 to $43.54 (instead of the initially proposed increase to $44.49) or by $3.06 per month.  Id.  I&E views the Settlement for the GS Single Phase-With Demand rate at $18.20 per month as “within range of reasonable outcomes that would result from full litigation.”  Settlement Stmt. B at 11.  KEEF states that the agreed to customer charges within the GS customer class are increases that are less than what was initially proposed by the Company and provide a reasonable, short-term outcome.  Settlement Stmt. J at 4.  
d. Transition from Customer Assistance Program (CAP) to Fixed Credit Option (FCO) Cost Recovery

As a result of the Commission’s Order on July 8, 2015, for PECO Energy Company’s 2013-2015 Universal Service and Energy Conservation Plan at Docket No. M-2012-2290911 which approved the settlement reached by the parties to that proceeding, PECO was directed to take steps to move from its existing CAP to a FCO in its next rate base filing (this proceeding).  The redesigned CAP assigned the issue of the cost recovery for the arrearages accumulated by CAP customers while enrolled in CAP to be addressed in the Company’s next rate base filing (this proceeding).  The change in the program used for qualified low-income customer assistance will yield a structure that will increase the affordability of electric service to the Company’s low-income customers.  PECO acknowledged that it had accumulated approximately $45 million in in-program arrears of its CAP.  The parties in the instant proceeding have agreed through the Settlement a means to recover the costs associated with the in-program arrearages.  Settlement Appendix D, at 1-2. 

PECO in its original filing for the case proposed that one-third of the cost of in-program arrearages (IPA) be borne by each of the following; (1) the CAP participants; (2) the Company; and (3) the non-participating residential ratepayers with the total IPA accumulated balance in the amount of $44.511 million.  PECO Stmt. 7 at 15-16.  Each CAP participant that transitions to the FCO in October 2016, PECO will commence a 60-month payment arrangement for an amount that is one-third of that customer IPA balance.  For each dollar that the customer pays toward the IPA the IPA balance will be reduced by an additional $2.00.  Id. at 15.  PECO proposed an expense adjustment of $4.946 million to add to the annual base rate uncollectible accounts expense to represent a three-year amortization of one-third of the accumulated IPA balance that PECO may recover from residential customers or $14.837 million based on historical data.  Id. at 15-16.

OCA witness, Roger Colton, disagreed with the recovery of costs for the IPA.  The OCA witness submitted that the responsibility for the cost of the IPA would not fall along the one-third allocation formula proposed by the Company because the non-participating residential ratepayer would bear more than one-third of the IPA.  OCA Stmt. No. 4 at 18.     OCA suggested that certain limitations be placed on the cost recovery and tracked so that PECO can be assured cost recovery in its next base rate case.  OCA Stmt. 4 at 38.

TURN and Action Alliance contended that the redesigned CAP as proposed by PECO in its original filing “does not provide a mechanism for addressing arrearages that accumulated under PECO’s existing CAP.”  TURN Stmt. 1 at 7.  TURN and Action Alliance were concerned that a CAP customer would struggle to pay both the new FCO bill and the IPA; and thus, not achieve the goal of the redesign which was to provide low-income customers with affordability of payment for electric service.  Id. at 8.

The Settlement provides that in October 2016, a 60-month payment arrangement of one-third of a CAP customers IPA will be created to recover one-third of the costs from that customer’s CAP arrears.  For every $1 that the CAP customer pays, $2 will be paid towards the balance.  Settlement Appendix C.  A universal service fund charge (USFC) will begin in October 2016 for non-participating residential ratepayers where for each $1 paid by the Company, a matching $1 will be recovered through the USFC.  If the IPA balance exceeds $46.7 million, or 5% more than the estimated $44.5 million as the amount of the IPA, the Company will provide an explanation and an accounting of all collection activities between the date of the Settlement and October 2016.  Id.  The Company will recover the remaining balance, if any, through a regulatory asset in the Company’s next base rate proceeding.  Id.  In future rate cases PECO may make a claim for FCO transition cost and may hold the transition cost claim as a regulatory asset to be amortized over three years beginning with the date the tariff rate is approved in PECO’s future base rate case.  Id.   
OCA supports the provisions of the Settlement because it ensures that the Company pays one-third of the IPA.  The Settlement also uses the recovery mechanism USFC that will annually provide information reconciling the amounts collected in both the USFC and the base rates for that year.  Once the total of these collections equals two-thirds of the IPA balance, PECO will credit the USFC so that the Company will not have over-recovered from the residential ratepayers.  The OCA finds that the Settlement provides clarity and accountability of the Company in its recovery mechanism of the IPA.  Settlement Stmt. C at 13-14.  

CAUSE-PA finds that the Settlement regarding the IPA balance and its recovery will “offset [any] financial burden to low income consumers created by this base rate increase and preserves the affordability gains produced through the CAP redesign settlement. … [F]ailure to approve the program …would exacerbate the level of CAP unaffordability, and would cause high levels of arrears to persist.  Settlement Stmt. F at 5.

TURN and Action Alliance contend that the Settlement provisions for the forgiveness of the IPA is “necessary to provide CAP customers with a fresh start and more affordable bills when PECO transitions to its FCO … design.”  Settlement Stmt. G at 2.  TURN and Action Alliance state that the Settlement on the IPA forgiveness is a creative compromise among the parties.  Id. at 3. 
e. Capacity Reservation Rider

PECO in its initial filing proposed to eliminate its existing Auxiliary Service Rider (ASR) which would be replaced by a proposed CRR.  The rationale to eliminate the ASR was that it reflected cost recovery when the Company provided bundled services of electric generation and transmission and distribution, which is no longer the case.  Under the ASR obsolete structure for cost recovery PECO had to keep large amounts of distribution capacity in reserve for insurance in those instances when generation customers would need it for standby or backup service; even though in many instances that capacity is not used.  The Company stated the cost recovery of reserve distribution capacity was not adequately obtained through the ASR.  PECO Stmt. No. 7 at 11.  The CRR would reflect the current environment of electric supply unbundled from distribution with rates aligned with the cost of service provided to the customer and options to reserve distribution capacity.  Id.  PECO also proposed in the initial filing that the CRR would not apply to customers with on-site generation served under the existing ASR until the Company’s next base rate case and therefore will apply only to new generation customers or existing generation customer that increase reservation capacity.  Id. at 13.
As noted above, by Order entered April 23, 2015, at this docket, Chairman Brown and Commissioner Powelson directed eight questions regarding the proposal to replace the Company’s ASR with the proposed CRR.  The specific eight questions are as follows:
1. How will the PECO proposal affect existing distributed generation customers, if at all?
2. Will the PECO proposal result in any cross-subsidies between rate classes affected and those not affected?

3. To what extent, if any, will the proposal affect the economics of distributed generation in PECO’s service territory?

4. Does the proposal fairly and equitably charge customers with historically reliable distributed generation systems?  Could reliable customer generators end up being “penalized?”

5. Does the capacity reservation proposal distinguish between planned and unplanned outages?  Will the timing of outage (e.g., scheduled outage during off-peak periods) have any rate implications for the customer?

6. What is the frequency of distribution system capacity reservations and what services and/or grid access are included in the customer’s capacity reservation?

7. How will the proposed rider differentiate between distributed generation customers who supplement their on-site generating capacity with distribution service and those who generate excess electricity and export to the grid?

8. Why is PECO proposing to eliminate the partial requirements rate aspects of the Auxiliary Service Rider (i.e., supplemental service, standby service, and backup power)?

PECO responded through supplemental testimony that it has about 2800 customers with renewable generation and 36 customers with non-renewable distributed generation. (Responses to questions 1 and 6.)  PECO keeps capacity available to serve the load of its customer generators if and when those generators go offline. (Response to question 5.)  The amount of reserved capacity and cost of providing it are the same regardless of whether the capacity supports a planned or unplanned generation outage.  (Response to question 6.)  In PECO’s current rate structure the customer generator does not pay the full cost of providing reserved capacity; rather, the costs are paid by other customers in the class (intra-class subsidization) and customers in other rate classes (cross-subsidization).  (Response to question 2.)    PECO in its 2010 electric base rate case obtained Commission approval to phase-out discounted rates for standby and backup service to customer generators to reduce the intra-class and cross-subsidization. (Response to question 8.)  However, the purpose of the proposed CRR is to eliminate the remaining subsidization.  (Response to question 2.)  PECO Stmt. No. 7S.
The CRR could increase the customer’s distribution capacity charges by approximately 3.6% to 13.6% depending upon the individual customer’s generation profile, which is a total bill increase from 0.47% to 1.77%. (Responses to questions 1 and 4.)  The CRR is not expected to increase solar generators customers’ capacity costs.  (Response to question 1.)  Id.
The CRR is expected to have minimal effect on the construction of new distributed generation with the service territory of the Company.  The CRR is expected to add no more than 1.25 years to the payback period to recover the initial investment in combined heating and power generation projects and no years added to the simple payback period for renewable generation.  (Response to question 3).  Id.  

I&E did not oppose the CRR to replace the ASR, but had some modifications that its witness proposed in litigation.  The modification included that collection of usage data from any new customer under the CRR as a means to evaluate whether the subsidies are addressed by this corrective action and the true costs of the service rate.  I&E Stmt. 3-SR at 6-7.
PAIEUG contended that the Company ignored that a portion of the power produced by a customer’s generator is consumed to operate the equipment—this is referred to as “parasitic” load.  Because of the parasitic load PECO would not realize additional load equal to the nameplate rating of the customer’s generation equipment and therefore PAIEUG advocated against PECO using the nameplate rating for the amount of power a customer may consume during an outage.  PAIEUG Stmt. No. 1-S at 4-5.  PAIEUG also opposed the implementation of the CRR as initially proposed unless it reflected cost-based pricing.  PAIEUG challenged the Company by asserting that the Company did not demonstrate that the CRR was cost-based.  Lastly, PAIEUG concluded that if customer-generator rates are subsidized then the rates should be adjusted with the ratemaking principle of gradualism employed to avoid rate shock.  As proposed in the original filing of PECO, customers served on rates HT could experience a 121% increase with two outages per year.  PAIEUG Stmt. No. 1-S at 9-10.

The City of Phila. opposed the CRR as initially proposed by PECO and expressed that to reserve capacity in an amount equal to the generator nameplate capacity of the customer is unreasonable, restrictive and would adversely affect future customers of distributed generation and renewable generation.  City of Phila. Stmt. No. 1 at 4-5.

TASC opposed the CRR as originally proposed by the Company.  TASC concluded that the CRR discriminated against customers with renewable energy generation because it deters solar investments.  TASC Stmt. 1 at 23.  Solar energy generation can cause the generator customer’s demand to be reduced but the analysis presented by PECO does not account for an instance where a customer’s billed demand will be reduced.  Energy storage systems are not addressed by the CRR as originally proposed by the Company; and thus, those generator customers with energy storage could be penalized through this service rate.  Notification requirements are problematic for solar energy customers as any solar system’s output drops during evening or may go off-line because of distribution system flaws.  Id. at 19-21.  TASC asserted that the CRR is not supported by cost of service evidence.  Settlement Stmt. M at 2.
The Settlement modified the Company’s original CRR proposal by adding data collection and penalties to ensure the system’s reliability and security.  The CRR will function as a pilot program and data will be collected and reported from the implementation to allow evaluation of whether any subsidization still exists.  The penalties are to address any instance where a generation customer operates contrary to their agreement; for example, fails to shed load as agreed.  Settlement Appendix D.
I&E supports the modifications to the CRR under the provisions of the Settlement, specifically that it function similar to a pilot program with data collected for the Company’s next base rate filing to evaluate its viability in addressing subsidies.  Settlement Stmt. B at 13.  I&E contends that the CRR provision of the Settlement shifts the cost of reserved capacity back onto the customer that benefits from the reservation consistent with basic cost causation principles.  Additionally, the Settlement “ensures system reliability with respect to load shedding …[and] place[s] the appropriate responsibility on the generator customers for the accuracy of their contract” to be aligned with their operational behavior.  Id. at 14.  I&E supports this Settlement provision as in the public interest.
PAIEUG states that the Settlement satisfies its concerns about the implementation of the CRR on large commercial and industrial customers.  Settlement Stmt. E at 4.

The City of Phila. states that the Settlement revised the CRR and addressed its concerns.  Settlement Stmt. I at 3.

TASC supports the CRR as modified by the Settlement provisions.  The CRR charge under the Settlement employs 60% of the lesser of the nameplate or generator customer’s annual peak load for the set charge.  Settlement Stmt. M at 5-6.  Energy storage of solar customers will not be inadvertently harmed.  Id. at 6.  Customers are provided the opportunity through the Settlement to reduce the CRR charge through negotiations with PECO where the customer reduces the need to have the distribution insure it when its on-site generation is offline.  Id.  PECO agreed to TASC’s request to language demonstrating how the charge would be assessed where a customer with a solar plus battery system sought to negotiate a lower CRR service rate due to flexible operations.  Lastly, TASC finds it important that the CRR is viewed as a pilot program which can undergo evaluation and assessments for improvements in the future.  Id.
f. Tax Repair Deduction Refund

As part of the partial settlement in the last base rate case, PECO agreed to provide a bill credit to customers to refund the effect of a “catch up” deduction PECO elected by reason of a change in the method of tax accounting.  PECO Stmt. No. 3-R at 33-35.  Certain expenditures that were depreciated for tax purposes and then reclassified as “repair” expenses which qualified them for an entire deduction in the year they were incurred.  PECO began issuing tax repair credits to customers in 2012.  By the end of the fully projected future test year, five years of the amortized tax reduction will have been completed and $24.868 million will remain unamortized.  PECO Stmt. No. 3-R at 35.  
OCA witness, David Effron, suggested in testimony that there are non-investor supplied funds contained in this reclassified “repair” expense for tax purposes; and thus, the Company should deduct the net balance of the tax repair liability from the test year rate base.  OCA Stmt. No. 1 at 21.  

PECO witness, Shuo Yin, proposed as an alternative to provide customers 6% interest on the average declining balance of the unamortized reduction in tax expense.  PECO Stmt. 3-R at 39.  This alternative was agreeable to OCA.  OCS Stmt. No. 1-S at 15.  

The Settlement continues the refund of the tax repair “catch up” deduction except the credit on the customer bill will reflect 6% simple interest on the monthly unamortized balance of the tax-effected catch-up deduction.  Settlement at 9, ¶ E, 20.

OCA states that the Settlement is a reasonable compromise of the positions of itself and the Company.  The Settlement provision gives customers “the time value of their money and ensure that investors do not receive a windfall due to the method of refunding the tax repair deduction.  Therefore the provision is in the public interest.”  Settlement Stmt. C at 14-15.  

g. Fully Projected Future Test Year (FPFTY) Reporting

PECO developed its FPFTY revenue requirement using plant in service balances and other base rate elements projected as of the end of the FPFTY or December 31, 2016.

I&E proposed that PECO provide updates which would allow a determination of accuracy of PECO’s projected investments in future facilities through interim reporting until the next filed base rate case.  I&E Stmt. 3 at 9-10.  This reporting would ameliorate I&E’s concern of whether the investments in the rate base conflict with the “used and useful” requirement that is required for investments to be included in the rate base.  I&E Stmt. 3 at 10-12.
By Settlement PECO agreed to provide these reporting updates to I&E, OCA, OSBA and the Commission’s Bureau of Technical Utility Services (TUS) by April 1, 2016.  PECO will report on the expenditures, retirements and plant addition by month in twelve month intervals for end of year December 31, 2015, and end of year December 31, 2016.  Settlement at 9, ¶ F, 21.

I&E finds this provision of the Settlement to be in the public interest because it ensures that the Commission can evaluate and determine the accuracy of the projections of PECO with data it has received.  Settlement Stmt. B at 18. 

OCA submits that the reporting requirement will afford comparisons of “projected spending versus actual spending by PECO.  Settlement Stmt. C at 15.  The ability to verify and determine the accuracy of the expenditures is in the public interest.  Id.
h. Distribution System Improvement Charge (DSIC)
Coincident with the filing of this instant base rate case by PECO, the Company also filed a Petition seeking approval of a Long-Term Infrastructure Improvement Plan at Docket No. P-2015-2471423 to include a DSIC mechanism in its tariff.  This matter is still pending before the Commission.  
The Settlement provides that, as of its effective date, if the DSIC at Docket No. 
P-2015-2471423 is approved by the Commission, then PECO will be permitted to include plant additions in the DSIC when eligible account balances exceed the projected levels by PECO at December 31, 2016.  Settlement at 10, ¶ G, 22.
OCA submits that this provision specifically states how the DSIC should address plant additions.  Settlement Stmt. C at 15.

PECO states that the Settlement provision is “for purposes of calculating the DSIC and is not determinative for future ratemaking purposes of the projected additions to be included in the rate base for a FPFTY in rate filings.”  Settlement Stmt. A at 29. 

i. Depreciation Rates

The parties in this proceeding did not challenge the depreciation rates used by PECO to calculate depreciation expenses.  

The Settlement articulates the agreement of the Joint Petitioners that the depreciation rates used in this proceeding are appropriate for ratemaking purposes.  Settlement Stmt. A at 29.
j. Smart Meter Costs

In the original filing for this proceeding PECO proposed to roll-in to base rates the costs recoverable under its Smart Meter Cost Recovery Surcharge (SMCRS). PECO Stmt. No. 8 at 9-10.  No party disputed this proposal.  

The Settlement specifies that the SMCRS is rolled into the base rates.  The Settlement also states that the SMCRS will be in place as a mechanism to collect, when applicable, any over collection or under collection balance as of the effective date of the Settlement rates.  Settlement at 10, ¶ I, 24; Stmt. A at 29.

k. Revenue Decoupling Collaborative

Brendon Baatz, the witness for KEEF as well as CAC and NRDC, proposed that the Commission consider initiating a formal investigation that addresses revenue decoupling for electric distribution companies or in the alternative to initiate a working group to study revenue decoupling.  KEEF Stmt. No. 1 at 29-36.  Revenue decoupling works to make small adjustments to a utility’s rates as a response to deviations in sales from sales forecasts and adjusts rates between rate cases to ensure a utility fully recovers revenue requirements.  Id. at 30-31.   
The Settlement states an agreement that a collaborative will convene on or before March 1, 2016, to seek input from interested parties on this issue.  Settlement at 11, ¶ J, 25.  The rights of the parties are reserved to raise any and all arguments including opposition.  

KEEF states that the Settlement provision is an initial step in a long-term solution to balance the “need for revenue recovery with the goals of energy efficiency and conservation.”  Settlement Stmt. J at 4.  KEEF submits that the collaborative will be conducive for stakeholder to explore revenue decoupling as a solution for PECO to “recover authorized revenues and align energy efficiency goals contained in Act 129.”  Id.  KEEF finds that this provision of the Settlement is in the public interest and should be adopted.  Id.  

 CAC states that the revenue decoupling is a change in the revenue generation mechanism that can remove the incentive of utility to sell more electricity without the counterbalance of conservation and energy efficiency.  CAC concludes that a revenue decoupling solution “would be more beneficial for the state, utilities and customers, and hence [is] in the public interest.”  Settlement Stmt. K at 6.

NRDC states in support of the Settlement that the revenue decoupling mechanism will enable utilities to recover authorized revenues when sales volumes fluctuate.  This mechanism affords a check-back of rates to prevent over or under collection from consumers.  Settlement Stmt. L at 3.  NRDC supports the revenue decoupling collaborative in the Settlement as beneficial to both PECO and its customers as a long-term solution for revenue recovery that is consistent with energy efficiency and conservation.  Id. 

I&E “does not endorse or support the revenue decoupling collaborative” and suggests that the issue is not unique to PECO but is a statewide issue for operating energy in a competitive environment.  Settlement Stmt. B at 18-19.  I&E does not actively oppose this provision but does not see the forum proposed as efficient and productive to address the issue raised.  Id. at 19.
PAIEUG does not join in this provision of the Settlement.  PAIEUG states that for the resolution of the issue to be uniform across the state, the forum to address the issue needs to include all appropriate stakeholders, for example EDCs and NGDCs, because the issue is not solely that of PECO.  Settlement Stmt. E at 5.  Although PAIEUG declined to support this provision, it does not oppose the Settlement.  Id.
l. Interconnection of Customer-Owned Generation

The TASC witness in testimony offered several suggestions to facilitate the interconnection of customer-owned generation.  TASC Stmt. No. 1 at 24-33.  TASC advocated that interconnection of customer-owned generation allows these customers options to self-generate and use to their advantage the net metering policies adopted by the Commission.  Settlement Stmt. M at 8.
PECO’s witness responded to the suggestions finding that they were not warranted or the Company had in some instances implemented them.  PECO Stmt. No. 8-R at 8-13.    
The Settlement states that the Company will report to the Commission semi-annually on timeliness of interconnection processing and PECO will enhance its terms and conditions for interconnection of customer-owned generation conducive to the concerns of TASC.

The Settlement provides a compromise and agreement of the Company and TASC on this issue.  Settlement Stmt. A at 30; Stmt. M at 8.
2.  
Assertions by Non-Signatory Parties of Settlement
GSA was an intervenor in this proceeding.  GSA stated it has concerns regarding the CRR.  GSA chose not to sign the Joint Settlement but stated it does not oppose the settlement.  Joint Settlement Stmt. N.

Mr. Kazimer filed the only pro se formal complaint in this proceeding.  Mr. Kazimer expressed concern over the Company’s initial increases in residential electric service rates and customer charge.  William Kazimer v. PECO Energy Company, Docket No. C-2015-2481825, at 2, ¶ 5.  Mr. Kazimer submitted a letter stating he joins the settlement. Kazimer letter dated September 9, 2015, filed October 1, 2015.  
3.
Disposition



The undersigned ALJ has weighed the benefits of the Settlement.  It is my opinion, considering the totality of the evidence and testimony provided in this proceeding, that the majority of the provisions contained in the Settlement are fair, just, reasonable and in the public interest.   



The Joint Petitioners stated that the proposed Settlement is in the best interests of PECO, its customers, and is, therefore in the public interest.  This Settlement was achieved only after extensive discovery, submission of direct, supplemental, rebuttal, surrebuttal testimony, motions, and the withdrawal of motions contingent upon the approval of the Settlement by the parties on a wide range of issues.  Negotiations among the parties concerned the appropriate revenue level, rate structure, rate design and other matters encompassing issues that are comprehensive of the effects on the ratepayer but are not necessary just at this docket.  Each of the signatory parties either is in agreement or does not oppose each of the reasons mentioned above to support the proposed Settlement.



I agree with the Joint Petitioners that the overall revenue requirement as proposed in the Settlement at $127 million is significantly less than the $190 million originally proposed by the Company and mitigates the rate increase borne by the customers of PECO.  


I agree that the $8.45 per month for residential service customer charge provided by the Settlement is markedly less than what was initially proposed by the Company at $12.00 per month.  With the mitigation of the increase in this fixed charge through the Settlement, customers’ efforts in conservation and efficiency of usage may still be realized.  Similarly the fixed customer charges for the GS rates in the Settlement are less than what was originally proposed by the Company.  



I find that the creative solution in transitioning from the CAP to the FCO as a Settlement is indicative of an effective compromise that yields a win-win for the parties concerned.  This provision promises to allow CAP eligible customers to affordably pay down on arrearages while maintaining the benefits of a reduced service rate but continues to hold them accountable to pay rather than yielding to no payment which is at risk to debt collection or an uncollectible expense for the Company.  


The various enhancements of reporting requirements and data collection to be done by the Company as provided by the Settlement allows for verification of projections that the Company maintained for the future test year and mitigates against over collection or under collection which, if either occurs, should provide minimal true-up.


I have found compelling the arguments presented by those parties against the Settlement provision concerning the revenue decoupling collaborative.  I find that it would be inefficient to implement a collaborative regarding just PECO electric distribution company when all Pennsylvania electric distribution companies can benefit from the collaborative because it is a policy that has statewide affects.  It would be futile to address this issue for each electric distribution company and would result in a burdensome effort on the public advocates as well as KEEF, CAC and NRDC because nothing in the record shows that the decoupling issue is unique to any specific electric distribution company’s (EDC) customers.  Rather, the record evidence shows that the issue affects customers regardless of their specific EDC.   



I also recognize, however, that the Settlement is a balance of issues negotiated and compromised by all parties involved.  I note that the balance may be disrupted and cause a catastrophic result of no resolution to the case as a whole if the issue regarding the decoupling collaborative is modified.  


However I propose, in the alternative, that the collaborative be directed to include all EDCs and Natural Gas Distribution Companies (NGDCs) in the Commonwealth of Pennsylvania and any other party that has interest in the issue.  It is my opinion that this alternative still provides the advocates for the discussion of the policy change regarding the decoupling issue but aligns it more accurately with the appropriate participants so that the collaborative has a chance to be efficient and productive. I recommend that the Joint Petition for Settlement of Rate Investigation be modified to direct a collaborative be opened no later than March 1, 2016, to include all EDCs and NGDCs in the Commonwealth of Pennsylvania and any other interested parties to explore the adoption of revenue decoupling as a mechanism to enable EDCs and NGDCs to recover revenues when sales volumes fluctuate.  


Perhaps the Office of Competitive Market Oversight can be directed to lead the collaborative and provide a report to the Commission in six month intervals.  The aforementioned office and timing of reports are merely suggestions by the undersigned.  The appropriate bureau assigned for conducting the collaborative and its reporting intervals are at the discretion of the Commission.  
C.
Recommendation


For the above reasons cited by the Joint Parties and the undersigned ALJ, I find that the Settlement is in the public interest and recommend its adoption with the modification to the decoupling collaborative provisions aforementioned. Settlement J, ¶ 25 at 11.  Consequently, I recommend that the Commission’s investigation at Docket No. R-2015-2468981 be marked closed once the Settlement is approved and the appropriate documents have been filed in compliance with Commission regulations.
I recommend that the formal complaints filed by the OCA at Docket No. C-2015-2475585, by the OSBA at Docket No. C-2015-2477974, by the PAIEUG at Docket No. C-2015- 2480912 be deemed satisfied because these three parties signed the proposed Settlement and as such are satisfied with the Settlement as an outcome to the requested rate increase.  I recommend the formal complaint of William B. Kazimer at Docket No. C-2015-2481825 be marked satisfied because although he did not sign the settlement, Mr. Kazimer stated that he joined in the settlement by letter dated September 9, 2015.  Since I recommend the adoption of the Settlement with only a minor modification, I am granting the request of Mr. Kazimer that the Settlement be the outcome of his dispute.  Thus, the Settlement satisfies the reasoning for Mr. Kazimer filing his formal complaint. 
CONCLUSIONS OF LAW
1. The Commission has jurisdiction over the subject matter and parties to this proceeding.

2. To determine whether a settlement should be approved, the Commission must decide whether the settlement promotes the public interest.  Pa. Publ. Util. Comm’n v. C. S. Water & Sewer Assoc., 74 Pa. P.U.C. 767 (1991); Pa. Pub. Util. Comm’n v. Philadelphia Electric Co., 60 Pa. P.U.C. 1 (1985).

3. The settlement rates, terms and conditions contained in the Joint Petition for Settlement of Rate Investigation at Docket No. R-2015-2468981 filed by PECO Energy Company—Electric Division, the Bureau of Investigations and Enforcement of the Pennsylvania Public Utility Commission, the Office of Consumer Advocate, the Office of Small Business Advocate, the Philadelphia Area Industrial Energy Users Group, the Coalition for Affordable Utility Service & Energy Efficiency in Pennsylvania, the Tenant Union Representative Network and Action Alliance of Senior Citizens of Greater Philadelphia, the City of Philadelphia, the Keystone Energy Efficiency Alliance Energy Education Fund, the Clean Air Council, the Natural Resources Defense Council, The Alliance for Solar Choice, and the Environmental Defense Fund as modified by the undersigned ALJ are just reasonable and in the public interest.

4. The Settlement filed by PECO Energy Company—Electric Division, the Bureau of Investigations and Enforcement of the Pennsylvania Public Utility Commission, the Office of Consumer Advocate, the Office of Small Business Advocate, the Philadelphia Area Industrial Energy Users Group, the Coalition for Affordable Utility Service & Energy Efficiency in Pennsylvania, the Tenant Union Representative Network and Action Alliance of Senior Citizens of Greater Philadelphia, the City of Philadelphia, the Keystone Energy Efficiency Alliance Energy Education Fund, the Clean Air Council, the Natural Resources Defense Council, The Alliance for Solar Choice, and the Environmental Defense Fund and as modified by the undersigned ALJ is in the public interest.
ORDER



THEREFORE,



IT IS RECOMMENDED:

1. That the PECO Energy Company—Electric Division shall not place into effect the rates, rules, and regulations contained in Tariff Electric-PA. P.U.C. No. 5 regarding its cost recovery base rate for electric service revenues within its service territory, the same having been found to be unjust, unreasonable, and therefore, unlawful.

2. That the rates, terms and conditions contained in the Joint Petition for Settlement of Rate Investigation filed by PECO Energy Company—Electric Division, the Bureau of Investigations and Enforcement of the Pennsylvania Public Utility Commission, the Office of Consumer Advocate, the Office of Small Business Advocate, the Philadelphia Area Industrial Energy Users Group, the Coalition for Affordable Utility Service & Energy Efficiency in Pennsylvania, the Tenant Union Representative Network and Action Alliance of Senior Citizens of Greater Philadelphia, the City of Philadelphia, the Keystone Energy Efficiency Alliance Energy Education Fund, the Clean Air Council, the Natural Resources Defense Council, The Alliance for Solar Choice, and the Environmental Defense Fund are approved and adopted with modification to the decoupling collaborative at Settlement J, paragraph 25 consistent with the discussion contained within.

3. That upon the Commission’s approval of this Settlement, PECO Energy Company—Electric Division will be permitted to charge the rates for electric service set forth in Appendix A, which is attached to the Joint Petition for Settlement of Rate Investigation designed to produce annual revenues not in excess of $127,000,000, as shown on the proof of revenues attached to the Joint Petition for Settlement of Rate Investigation in Appendix B.

4. That PECO Energy Company—Electric Division file a tariff or tariff supplement in substantially the same form as that attached to the Joint Petition for Settlement Appendix A of Rate at Docket No. R-2015-2468981 reflecting the rates, rules, and regulations to become effective on no less than one day’s notice, upon entry of the Commission Order approving the recommendation to adopt the Joint Settlement Petition of the Rate Investigation.
5. That the modification to the Joint Settlement Petition of the Rate Investigation at Docket No. R-2015-2468981 is to the Terms and Conditions of Settlement, J Revenue Decoupling Collaborative, paragraph 25, [consistent with the discussion contained within] that the collaborative agreed upon by the parties be enlarged to include all EDCs and NGDCs in the Commonwealth and any other interested parties to explore the adoption of revenue decoupling as a mechanism to enable EDCs and NGDCs to recover revenues when sales volumes fluctuate.

6. That upon acceptance of the appropriate compliance filing, the investigation at Docket No. R-2015-2468981 is terminated and the record be marked closed.

7. That the formal complaint of the Office of Consumer Advocate at Docket No. C-2015-2475585 be deemed satisfied and marked closed.

8. That the formal complaint of the Office of Small Business Advocate at Docket No. C-2015-2477974 be deemed satisfied and marked closed.
9. That the formal complaint of the Philadelphia Area Industrial Energy Users Group at Docket No. C-2015-2480912 be deemed satisfied and marked closed.

10.
That the formal complaint of William B. Kazimer at Docket No. C-2015-2481825 be deemed satisfied and marked closed.
Dated:
October 8, 2015




/s/











Angela T. Jones








Administrative Law Judge
� 	Mr. Kazimer was not on the service list for the Prehearing Conference because he filed his formal complaint after the Notice was served.  Consequently, Mr. Kazimer was not in attendance at the prehearing conference and did not file a prehearing memorandum.


� 	The Joint Petitioners are the signatory parties to the Settlement, which include: (1) PECO, (2) EDF, (3) CAC, (4) CAUSE-PA, (5) City of Phila., (6) I&E, (7) KEEF, (8) NRDC, (9) OCA, (10) OSBA, (11) PAIEUG, (12) TASC, (13) TURN and Action Alliance. 


� 	Mr. Williams provided Mr. Kazimer’s letter dated September 9, 2015, to all the parties and the undersigned ALJ on October 1, 2015.  Mr. Williams did not receive the letter before October 1, 2015, to no fault of Mr. Kazimer.  


�	Paragraphs 3 and 4 describe the principal elements of the rate structure and rate design incorporated in the Settlement Rates.  While every effort has been made to ensure that the description is accurate, if any inconsistency is perceived between that description and the specific rates set forth in Appendix A, the latter shall take precedence.


�	Appendix C also sets forth background information that explains the procedural and factual context for the Joint Petitioners’ agreement on this issue.


� 	I&E and PAIEUG are not joining in, but do not oppose, this Settlement term.
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