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Exelon Business Services Company
Legal Department

2301 Market Street / 823-1

I*. (). Box 8699

Phitadelphia, PA {9101-8699

Direct Dial: 215.841. 5974
Lmail: Craig, Willinms @exclongorp.com

March 6, 2014
VIA ELECTRONIC FILING

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

P.O. Box 3265

Harrisburg, PA 17105-3265

Re:  Petition of PECO Energy Company for Approval of Its Smart Meter
Universal Deployment Plan - Docket No. M-2009-2123944

Dear Secretary Chiavetta:

PECO Energy Company (“PECO” or the “Company”) is submitting this letter to provide the
Pennsylvania Public Utility Commission (“PUC” or the “Commission”) information relevant to
the above-referenced matter. Specifically, PECO has reached a final agreement with Sensus
USA, Inc. (“Sensus”) for reimbursement of costs PECO incurred, and deferred on its books of
account, in connection with meter overheating events that occurred in 2012. As a consequence
of the final agreement, PECO will not seek to recover those deferred costs from customers and
will reflect an approximately $16 million credit against the original cost of recoverable Smart
Meter plant investment in the next update of its Smart Meter Cost Recovery Surcharge
(“SMCRS”). A brief summary of relevant background information, the final agreement and its
effect on customers’ SMCRS rates are discussed more fully below.

On January 18, 2013, PECO filed the above-referenced Petition together with accompanying
direct testimony and exhibits, including PECO’s Smart Meter Universal Deployment Plan
(“Universal Deployment Plan”) (PECO Exhibit 1). The proceeding was subsequently resolved
by an unopposed Joint Petition for Settlement (“Joint Petition”), which PECO filed on May 31,
2013. On August 15, 2013, the Commission entered an Order granting the Joint Petition and
approving PECO’s Universal Deployment Plan subject to the terms set forth in the Joint Petition.
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Under its Universal Deployment Plan, PECO will substantially complete the instaliation of
advanced metering infrastructure (“AMI”) for its customers by the end of 2014 by installing
approximately 1.2 million AMI meters across its service territory. The 1.2 million AMI meters
being installed under the Universal Deployment Plan are in addition to the approximately
600,000 AMI meters PECO had proposed to install, and did install, by June 30, 2013, pursuant to
the terms of the Commission’s Orders entered May 6 and June 3, 2010 approving the first phase
(“Phase I”") of its Smart Meter Technology Procurement and Installation Plan (“Smart Meter
Plan™). See Petition of PECO Energy Company for Approval of Smart Meter Technology
Procurement and Installation Plan, at Docket No. M-2009-2123944.

As the Commission is aware, PECO committed to an initial Phase I deployment of
approximately 600,000 AMI meters by June 30, 2013 if it received a Smart Grid Investment
Grant (“SGIG”) from the United States Department of Energy (“DOE”) under the American
Recovery and Reinvestment Act of 2009 (“ARRA”). At the time it sought Phase I approval,
PECO applied to DOE and, in November 2009, was notified that it would receive a $200 million
SGIG, of which approximately $140 million would be applied to the net costs of implementing
Phase I of its Smart Meter Plan.

As explained in PECO’s Universal Deployment Plan (PECO Ex. 1, at 13-15) and accompanying
direct testimony (PECO St. 1, at 12-13), in 2012, during Phase I deployment of AMI meters,
several overheating events were experienced. In response, PECO suspended the installation of
AMI meters to additional customers while those events were investigated. PECO also initiated
corrective actions, including replacing all previously installed AMI meters. By the time PECO’s
Petition seeking approval of its Universal Deployment Plan was filed, incidents of overheating
AMI meters had been resolved.

As also explained in PECO’s Universal Deployment Plan (PECO Ex. 1, at 30-31), PECO had
incurred costs, net of the DOE reimbursement under the SGIG, of approximately $19 million to
purchase approximately 320,000 Sensus meters and to install (and later remove) approximately
186,000 of those meters. The costs were later depreciated by $2 million, resulting in a net cost
of $17 million. PECO indicated that it would defer those net costs as well as any additional costs
it might incur related to the meter events while it worked to resolve issues related to cost
responsibility with Sensus. /d. PECO explained that it intended to provide customers the full
benefit of DOE reimbursement received under the SGIG and to reflect the amount it recovered
from its meter vendor as a reduction to the costs it was deferring. /d.

On January 23, 2014, PECO entered a final agreement with Sensus pursuant to which PECO will
be reimbursed for amounts incurred for the original meters and related installation and removal
costs, via cash payments and rebates on future purchases of licenses, goods and services
primarily through 2017. PECO previously intended to seek regulatory rate recovery in a future
filing with the PAPUC of amounts not recovered from the vendor. However, because of the final
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agreement, PECO will not seek recovery from customers of any of the $17 million of net meter-
event related costs that it had deferred. Additionally, PECO will reflect an approximately $16
million credit against the original cost of SMCRS-eligible plant investment in the next update of
its SMCRS, which represents a credit to customers for the value of the DOE funds allocated to
reimburse PECO under the SGIG for Sensus meter acquisition and installation costs.
Accordingly, as PECO promised in its Universal Deployment Plan, customers will receive the
full benefit of the DOE funds provided by the SGIG for AMI deployment, and the amount
recovered from Sensus is being used to reduce to zero the costs PECO deferred in connection
with the 2012 meter events.

Please feel free to contact me with questions concerning the matters discussed in this letter.

Sincerely,
L] . '/'P /
{ / A
W. Craig Williams e )
Assistant General Counsel Vs

ec; Per accompanying Certificate of Service



BEFORE THE
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COMPANY FOR APPROVAL OF ITS :
SMART METER UNIVERSAL : DOCKET NO. M-2009-2123944
DEPLOYMENT PLAN :
CERTIFICATE OF SERVICE

[ hereby certify and affirm that I have this day served a copy of the letter from PECO
Energy Company regarding the agreement with its meter vendor in the above-captioned
proceeding upon the following persons in the manner specified in accordance with the

requirements of 52 Pa. Code § 1.54:

VIA ELECTRONIC AND FIRST CLASS MAIL

Aron J. Beatty, Esquire Elizabeth Rose Triscari, Esquire
Assistant Consumer Advocate Assistant Small Business Advocate
Office of Consumer Advocate Office of Small Business Advocate
555 Walnut Street 1102 Commerce Building

5th Floor, Forum Place 300 North Second Street
Harrisburg, PA 17101-1923 Harrisburg, PA 17101

abeatty(@paoca.org etriscari@pa.gov




Charis Mincavage, Esquire
Adeolu A. Bakare, Esquire
McNees Wallace & Nurick LLC
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
cmincavage@mwn.com
abakare@mwn.com

Counsel for the Philadelphia Area
Industrial Energy Users Group

Romulo L._]jiaz, Jr., Esquire
(Pa. No. 88795)

Anthony E. Gay, Esquire
(Pa. No. 74624)

W. Craig Williams, Esquire
(Pa. No. 306405)

PECO Energy Company
2301 Market Street

P.O. Box 8699
Philadelphia, PA 19101-8699
Phone: 215.841.6857

Fax:  215.568.3389

romulo.diaz@exeloncorp.com
anthony.gay@exeloncorp.com

craig.williams@exeloncorp.com

Daniel Clearfield, Esquire
Deanne M. O’Dell, Esquire

Eckert Seamans Cherin & Mellott, LLC

213 Market Street, 8th Floor
Harrisburg, PA 17108-1248

dclearfield@eckertseamans.com

dodell@eckertseamans.com

Counsel for Direct Energy Services, LLC

Scott H. DeBroff, Esquire

Alicia R. Duke, Esquire

Rhoads & Sinon LLP

One South Market Square

P.O. Box 1146

Harrisburg, PA 17108-1146
sdebroffi@rhoads-sinon.com
aduke@rhoads-sinon.com

Counsel for Sensus Metering Systems

Thomas P. Gadsden, Esquire
(Pa. No. 28478)

Anthony C. DeCusatis, Esquire
(Pa. No. 25700)

Brooke E. McGlinn

(Pa. No. 204918)

Morgan, Lewis & Bockius LLP
1701 Market Street
Philadelphia, PA 19103-2921
Phone: 215.963.5234

Fax:  215.963.5001

tgadsden@morganlewis.com

adecusatis@morganlewis.com

bmcglinn@morganlewis.com

Counsel for PECO Energy Company

Date: March 6, 2014



