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PETITION OF DUQUESNE LIGHT COMPANY
FOR APPROVAL OF A DEFAULT SERVICE PLAN

Pursuant to 66 Pa. C.S. $ 2807(e), 52 Pa. Code $ 5.41, and the Pennsylvania Public

Utility Commission's ("Commission") Retail Market Orders at Docket No. I-20II-2237952,

including the Default Service End-State Order,l the Commission's Default Service Rulemaking

Order at Docket No. L-2009-2095604,2 Duquesne Light Company ("Duquesne Light" or the

"Company") hereby petitions the Commission for approval of a default service plan for the

period from June 1,2017 through May 31,2021("Default Service Plan," "Plan" or "DSP V[I"),

as well as approval of the Company's l) Time-of -Use Program,2) Standard Offer Program,3)

Customer Assistance Program ("CAP") Shopping Program, and other approvals described herein

required for the implementation of the Plan.

A. BACKGROUND

1. Duquesne Light has implemented seven (7) successful default service programs

helping to create one of the most competitive shopping environments in the Commonwealth,

while providing default service at rates and terms that meet the requirements of the Public Utility

Code. With each successive plan, Duquesne Light has adjusted its default service offerings in an

effort to promote the competitive retail market, provide market reflective rates, and ensure

I Investigation of Pennsylvania's Retail Electricity Market: End State of Defautt Service,
Docket No. l-201l-2237952, Order entered February 15,2013 ("Default Service End-State Order').

' Deftault Service and Retail Electric Markefs, Docket No. L-2009 -2095604 (Order entered
October 4,2011) ("Second Default Service Rulemaking Order").
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adequate protections for its customers. In its DSP VIII proposal, Duquesne Light seeks to build

upon its prior successes and continue to promote competition for its customers.

2. Chapter 28, Section 2807(e) of the Public Utility Code (Code), 66 Pa. C.S. g

2807(e), provides the requirements of a default service plan. Chapter 28 requires the default

service provider to follow a Commission-approved competitive procurement plan that includes

auctions, requests for proposal, andlor bilateral agreements, as well as a prudent mix of spot

market purchases, short-term contracts, and long-term purchase contracts designed to ensure

adequate and reliable service at the least cost to customers over time. 66 Pa. C.S. $ 2807(e).

Additionally, the Second Default Service Rulemaking Order provides guidance regarding these

requirements.

3. The Company's proposed Default Service Plan satisfies these principles through

the competitive procurement of electric supply tailored to meet the individual characteristics of

each customer class while ensuring appropriate consumer protections. The Company's Default

Service Plan was developed with the recognition that each customer class has different

characteristics and different levels of experience with the competitive market. The Plan takes

these differences into account and proposes procurement methodologies for each of the major

customer groups that reflect these considerations. The Company's Plan also continues to support

Pennsylvania retail markets with its new program to enable EGSs to offer Time-of-Use products.

In developing this Plan, the Company also considered the approaches that have worked in

previous default service plans; the current desires and concerns of parties, customers and retail

suppliers; and the Commission's rules and policies.

4. The Company's Default Service Plan satisfies the applicable legal requirements

by providing for the availability of adequate, reliable, affordable, efficient and environmentally
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sustainable electric service at the least cost over time and the impact to the environment. A

summary of Duquesne Light's Default Service Plan is set forth below, with additional details

provided in the testimony and exhibits accompanying this Petition.

B. PROGRAM TERM

5. Duquesne Light's recent DSP programs have each been for a term of two years.

The relatively short terms have allowed for refinements to the procurement process and

procedure as shopping has continued to develop in the Company's service territory.

6. Duquesne Light proposes that the DSP VIII Plan be in effect for a period of four

years, from June 1,2017 through May 31,202I. Extending the term from two years to four

years will save litigation time and cost for Duquesne Light, other parties that participate in DSP

proceedings and the Commission. Further, Duquesne Light has provisions in its SMA that

enable the Company to transfer its obligations to procure or supply Default Service supply to a

third party, in the event the Company ceases to serve as the Default Service supplier.

C. PROPOSED DEFAULT SERVICE PROCUREMENT PLANS AND
RATES

7. This Default Service Plan includes a portfolio of four (4) separate supply

plans tailored to meet the specific needs of major customer groups which are: 1) Residential

& Lighting ("Residential"), 2) Small Commercial & Industrial ("Small C&I"), 3) Medirun

Commercial & Industrial ("Medium C&I"), and 4) Large Commercial & Industrial ("Large

c&I").

Residential and Lishtins Customers

8. Default Service for Residential customers will consist of a combination of

twelve (12) and twenty-four (24) month full requirements supply contracts obtained through

semi-annual competitive requests for proposals ("RFP"; with overlapping, or "laddered"
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delivery periods. The full requirements contracts require supplier(s) to provide energy,

capacity, ancillary services, and any other services or products necessary to serve a

specified percentage of default service load 24 hours a day, for the term of the contract.

Because the contract is "load-following," the amount of energy and other services and

products a supplier must provide will vary depending upon Duquesne Light's actual default

service load. The supply contracts that Duquesne Light has proposed for Residential

customers require the suppliers to satisfy this obligation at the prices that they bid in the

respective RFPs. The procurement methodology is discussed in more detail in the testimony of

Mr. Peoples in Duquesne Light St. No. 2.

9. DSP VII relies exclusively on laddered one-year, fixed-price full requirements

("FPFR") supply contracts to serve Residential customers. Herein, the Company proposes to

transition to a product mix consisting of S0Yoladdered one-year FPFR supply contracts, and 50o/o

laddered two-year FPFR supply contracts. The Company also proposes to continue to change

the default service supply rates every six months as in DSP VII. The proposed mix of one-year

and two-year FPFR products and the semi-annual overlapping of their delivery periods will

provide Residential customers greater price stability, which is reasonable and appropriate for this

customer class.

10. Duquesne Light proposes to procure four (4) FPFR supply contracts for

Residential class with delivery periods that extend beyond the end of the DSP VIII period,

otherwise known as "overhanging" contracts. The Company believes that overhanging contracts

are appropriate customer protections that help avoid the potential price shock that may occur

when 100% of supply must be procured at one time or over a short period of time. The

Company's DSP VI and DSP VII also includes overhanging supply contracts for Residential and
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Small C&I customers.' The Commission's prior approval of overhanging contracts is a clear

indication of the Commission's support for price stability, and recognition that procuring 100

percent of supply at one time or within a short period of time can create unnecessary price

volatility for customers. Exhibit JP-l, which is attached to Duquesne Light Statement No. 2,

shows the proposed procurement schedule and delivery period for Residential customers.

I 1. Additionally, Duquesne Light proposes semi-annual reconciliation of Residential

procurement group default service costs and revenues along with semi-annual rate changes. The

Company recognizes that the Commission's regulations provide for quarterly rate changes for

Residential customers. See 52 Pa. Code $ 54.187. However, Duquesne Light does not believe

that quarterly rate changes will be necessary for Residential customers because the Company is

proposing to acquire default service supply for these customers in the form of twelve (12) and

twenty-four Q\ month fixed-price full requirements contracts. Fixed-price full requirements

contracts greatly diminish cost over/under-recoveries that are associated with other procurement

methods, such as those methods that involve the procurement of block products supplemented

with spot energy sales and purchases, and therefore do not require more frequent rate resets in

order to reconcile costs. The Commission approved semi-annual reconciliation for Duquesne

Light's Residential customers in the DSP VI proceeding. D,SP VI Order, p. 210. In DSP VII

semi-annual reconciliation was approved as part of the Settlement Stipulation. Duquesne Light

therefore requests a waiver of Section 54.187 to the extent necessary to implement its proposed

plan.

12. Supply for the Lighting customers' default service load will be included in the

Residential procurement group. Wholesale suppliers will bid a single price to supply both

' S." Petition of Duquesne Light Company for Approval of Revisions to its Approved Defautt
Service Plan VI, Docket No. P-2012-2301664 (Order entered September I l, 20l4)(permitting Duquesne
Light to extend contracts that overlap into DSP VII).
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Residential and Lighting customers' default service load. Separate rates will be developed by

Duquesne Light for Residential and Lighting customers to reflect the lower market cost of

supplying the applicable Lighting customer classes. The methodology for developing Lighting

rates is the same as that approved by the Commission in DSP VII and is described by Mr. Ogden

in Duquesne Light St. No. 4.

13. The RFPs for Residential customers will be conducted by Duquesne Light, with

an independent monitor. The Company proposes to maintain the 50o/o supplier load cap to serve

Residential (and Small C&I) customers in a given RFP equal to 50Yo of the number of tranches

solicited on that RFP date, rounded up to the nearest integer number of tranches.

14. As explained in Mr. Davis' Testimony, Duquesne Light Statement No. 1, the

Company is evaluating the benefits of entering into long-term contracts (i.e., more than four

years) to support the development of utility-scale solar projects (up to a total of 20 MW) in

Pennsylvania, preferably in Duquesne Light's service territory.a Duquesne Light would seek

Commission approval of the solar contract after a more detailed plan has been developed at some

point during the DSP VIII period. The alternative energy credits ("AECs") associated with this

project (or projects up to the 20 MW cap) could be used to help satisfy the solar requirements of

serving Residential default service customers later in the DSP VIII period and beyond.

15. In the Default Service End-State Order, the Commission directed the

establishment of a working group, in part, to develop an industry standard default service Supply

Master Agreement ("SMA") for EDCs in Pennsylvania. The Company is proposing to use this

SMA template, with a few modifications, for its wholesale power procurements under DSP Vm.

o Other major Pennsylvania Electric Distribution Companies have already signed l0-year power
purchase agreements for solar alternative energy credits.

6
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A copy of the Supply Master Agreement is attached to the testimony of Mr. John Peoples as

Exhibit JP-3.

Small C&I Customers

16. Default Service for Small C&I customers, which are customers with monthly

metered demands less than 25 kW, will be supplied in the same manner as Residential

customers, which consists of a combination of twelve (12) and twenty-four (24) month full

requirements supply contracts obtained through semi-annual competitive RFPs with

overlapping, or "laddered" delivery periods. The procurement schedule and delivery period for

Small C&I customers is also provided in Exhibit JP-l, which is attached to Mr. Peoples'

testimony.

17. Similar to Residential customers, Duquesne Light's procurement plan for

Small C&I customers is designed to provide additional rate stability. In the Petition of

Duquesne Light Company for Approval of a Default Service Program for the Period from

June I. 2015 through May 31, 2017, Docket No. P-2014-2418242 (Opinion and Order

entered January 15,2015), the Commission stated "... Duquesne's proposal should be

accepted in order that the Small C&I customer class procurement would be similar to the default

service procurement for the Residential class in DSP V[. As Duquesne has explained, these

classes exhibit similar characteristics and the proposed default service procurement plans for

these classes represent a balancing of the importance of rate stability and market responsive rates

tbr these smaller customers."

18. Similar to the rationale in DSP VII, the Company is proposing the same

procrrrement program for Small C&I and Residential customers because both classes have

similar shopping levels and market sophistication. 'Iherefore, it is reasonable to offer the same
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procurement approach for both classes.

19. Rates for Small C&I customers will be reset twice per year, and Duquesne Light

proposes to continue to reconcile costs for these customers on a semi-annual basis. The

Cornmission approved semi-annual reconciliation for Duquesne Light's Small C&I customers in

the DSP VI proceeding. DSP VI Order, p.210. In DSP VII, semi-annual reconciliation was not

contested and was approved as part of the Settlement Stipulation.

20. As with Residential customers, Duquesne Light recognizes that the Commission's

regulations provide for quarterly rate changes for Small C&I customers. 52 Pa. Code $ 54.187.

However, the Company does not believe that quarterly rate changes will be necessary for Small

C&I customers because the Company is proposing to acquire default service supply for these

customers in the form of twelve (12) and twenty-four (24) month fixed-price full requirements

contracts. As explained above, fixed price full requirements contracts greatly diminish cost

over/under- recoveries that are associated with other procurement methods, such as those

methods that involve the procurement of block products supplemented with spot energy sales

and purchases, and therefore do not require more frequent rate resets in order to reconcile costs.

Accordingly, there is no need to reset rates quarterly, and Duquesne Light requests a waiver of

the reguiation to the extent necessary to implement its proposed plan.

21. Small C&I customers include unmetered C&I customers. The load of unmetered

accounts will be included in the Small C&I procurements. Default Service rates for unmetered

accounts will be the same as the Small C&I Default Service rates.

22. Duquesne Light also will use the SMA template, with a few modifications, fbr

EDCs in Pennsylvania for its Small C&I procurements.
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Medium C&I Customers

23. Default Service for Medium C&I customers, which are customers with monthly

metered demands equal to or greater than 25 kW and less than 300 kW, will continue to be

supplied by full requirements supply contracts for three-month terms from third-party suppliers

with no laddering.s The Company's procurement proposal for Medium C&I customers is

consistent with the current Commission approved procurement schedule for Medium C&I

customers under DSP VII. The procurement schedule and methodology is further explained by

Mr. Peoples in Duquesne Light St. No. 2.

24. The procurement methodology for Medium C&I customers is appropriately

market responsive given the sophistication of this customers class and current shopping level.

25. The Medium C&I default service supply will be split into four equal tranches of

25Yo of the total Medium C&I default service load in each hour. Accordingly, the Medium C&I

default service rates will change quarterly, on June lst, September lst, December lst, and March

1 st.

26. The Company proposes, as approved in DSP VII, to apply no supplier load cap

for the Medium C&I solicitations. With three-month contracts for Medium C&I customers, the

effect of supplier default is lessened, and there is a reduced need for load caps to guard against

the exposure resulting from a large supplier defaulting on its obligation.

27. In the Default Service End-Stote Order, the Commission proposed that customers

with demands of 100 kW or greater that have interval meters only be offered hourly LMP

products. Default Service End-State Order, p. 31. However, the Commission further

' As discussed later herein, the Company is proposing to lower the threshold for Large
Commercial & Industrial Customer Hourly Priced Service ("HPS") from 300 kW to 200 kW in 2019, If
and when adopted, the Medium C&I customer class will include customers with monthly metered
demands equal to or greater than25 kW and less than 200 kW.
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acknowledged that directing an hourly LMP product for Medium C&l customers may raise legal

questions about compliance with the Competition Act and that the Commission preferred to

pursue legislative amendments that would provide for such authority before mandating an hourly

priced product for Medium C&I customers. Id. at 45. To date, such changes have not been

adopted by the General Assembly. Therefore, the Company is not proposing hourly LMP

default service prices for Medium C&I customers.

28. Duquesne Light also will use the SMA template, with a few modifications, for

EDCs in Pennsylvania for its Medium C&I procurements.

Larse C&I Customers

29. For Large C&I customers, defined as customers with monthly metered

demand equal to or greater than 300 kW, Duquesne Light will offer default service rates

based on hourly day-ahead PJM energy market prices. Customers also will be charged a pass

through of PJM capacity and ancillary services costs as well as the administrative costs of

providing F{PS. The procurement methodolory is discussed in more detail in the testimony of

Mr. Peoples in Duquesne Light St. No. 2.

30. The Company is proposing several significant changes to the Large C&I

procurement plan from the DSP VII plan. Effective June I,2017, the Company is proposing to

simplify the structure and administration of HPS in an effort to lower the Company's

administrative costs that HPS customers pay. Additionally, the Company is proposing to

conduct an RFP for third-party suppliers to supply this service using an open and competitive

solicitation process for full requirements supply. Once these changes are in place and have been

successfully tested, the Company plans to lower the kW threshold for HPS from > 300 kW to Z

200 kW beginning on.lune 1,2019.

I 4258098v I
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31. The Company proposes to charge I00Yo of HPS customers' actual hourly usage

at the day-ahead hourly energy prices.6 This proposal allows customers to manage their

electricity usage and supply costs by providing customers with advanced day-ahead notice of

hourly energy prices, and also will eliminate the customers' uncertainty associated with the ex-

post real-time price reconciliation.

32. Under this proposal the Company will: (a) eliminate the need to submit day-ahead

hourly load forecasts for each HPS customer, b) eliminate the need to be prepared to receive

modifications to those day-ahead hourly load forecasts from each HPS customer, c) eliminate the

need to reconcile the difference between the day-ahead hourly load forecast and actual hourly

customer usage at real-time prices for each HPS customer, and d) eliminate the need to bill those

reconciled amounts to each HPS customer.

33. As explained in the testimony of Mr. Peoples, these changes in the HPS structure

are an important first step to facilitate the Company's other proposals related to providing HPS,

namely the proposals to conduct an RFP for third-party suppliers to supply HPS and to lower the

kW threshold to include more customers on HPS.

34. The Company will conduct a solicitation in March of each year for HPS full

requirements supply to be delivered over a twelve-month period from June 1't through May 31't.

Two tranches will be solicited, with each tranche representing 50Yo of the default service load (or

about 25 MW of peak load). The supplier(s) with the lowest fixed price bids will be selected as

the winning supplier(s) of the HPS solicitation. In addition to the winning bid price offered by

the supplier, each winning supplier will be paid for its share of the associated energy, capacity,

and ancillary service charges billed to HPS customers pursuant to Rider 9 in Duquesne Light's

o Currently, Large C&I HPS custorners are charged the day-ahead price for their forecasted usage

and any differences between forecasted and actual usage are reconciled at the real-time (not day-ahead)
hourly price,

l1
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Retail Tariff. The winning suppliers' fixed price bids will be designed to compensate suppliers

for the associated renewable energy supply costs, the energy balancing costs associated with day-

ahead schedules versus customer actual consumption, and any other third-party supplier

administrative costs of providing HPS.

Competitive Procurement Guidelines

35. Duquesne Light proposes to maintain the 50% supplier load cap to serve

Residential and Small C&I customers in a given RFP equal to 50o/o of the number of tranches

solicited on that RFP date, rounded up to the nearest integer number of tranches, and seeks the

Commission's approval for this provision as part of this proceeding. The Commission

approved a 50Yo supplier load cap in DSP VII. Additionally, consistent with DSP VII, the

Company is not proposing a supplier load cap for Medium and Large C&I solicitations. The

Company believes that supplier load cap for Medium and Large C&I solicitations are not

necessary based on the high levels of shopping and short term contracts for the Medium

C&I and Larse C&I customer classes.

36. Duquesne Light proposes to engage an independent third party to assist in

qualiffing bidders, conducting bidder information sessions, and, importantly, to receive all

bids, rank qualiffing bids, and determine winning bids for all four procurement groups. All

winning bids will be submitted to the Commission for approval prior to award.

37. Within fifteen calendar days from the closing of each solicitation, Duquesne

Light will post the weighted average winning bid price on its website and publish a default

service rate calculation model on its website that shows the build-up of the auction results

into retail default service rates. As explained in the testimony of Mr. Ogden, the Price-To-

Compare ("PTC") will be posted 60 days in advance of each change in default service rates,

14258098v I
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with the exception of the application periods beginning June 1 of each year.'

38. If for any reason an RFP fails to attract a sufficient volume of bids or the

Comrnission does not approve the submitted bids or an accepted supplier defaults, Duquesne

Light acknowledges that it has the obligation to procure supply to provide such portion of

the default service. In this circumstance, Duquesne Light proposes to meet this obligation

on an interim basis through purchases in the PJM spot market and requests authority to

recover all the costs of such purchases and all reasonable administrative costs from the

applicable customer classes. Duquesne Light agrees that it will submit to the Commission,

within 15 days after any such occurrence, a contingency plan to handle any default service

shortfall.

Act 129 Standards

39. The procurement methodologies under the Default Service Plan are based upon

the standards set forth by Act I29 that the procurement plan shall be designed to be "the least

cost to consumers over time" and shall include a "prudent mix" of contracts. As explained in the

testimony of Mr. Fisher, Duquesne Light St. No. 3, the competitive solicitations for full

requirements contracts of various terms for Residential, Small C&I, Medium C&I, and Large

C&l customers, represent a "prudent mix" of procurement contracts and will provide default

service customers with access to an adequate and reliable supply of generation at least cost over

time.

40. Specifically, Act 129 requires that power "shall be procured through competitive

procurement processes" (including auctions, requests for proposals and/or competitively

' For the application period beginning June I of each year, the Company will not know the
transmission component of the PTC until May 15, The Company will post the final supply component of
the PTC 60 days in advance of June I and will post the final PTC including the transmission component
by May 15.
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procured bilateral agreements procured at no greater than the cost of obtaining generation under

comparable terms in the wholesale market), and such procurement must be a "prudent mix" of

spot market purchases, short-term contracts and long-term purchase contracts. Id. at

2807(e)(3.1)-(3.2).

41. Duquesne Light's Default Service Plan relies upon a prudent mix of contracts.

The procurement contracts are explained in detail by Mr. Peoples, Duquesne Light St. No.

2. A summary of the products for each class is as follows:

. For Residential and Small C&I customers, Duquesne Light will procure
default service supply through laddered, twelve-month and twenty four-month
full requirements contracts.

. For Medium C&I customers, Duquesne Light will procure default service
supply through three-month full requirements contracts.

. For Large C&I customers, Duquesne Light will conduct an RFP for third-party
suppliers to supply HPS customers' actual hourly usage at the day-ahead hourly
enerry prices.

42. This mix is a prudent mix of spot and short-term contracts. Duquesne Light

has attempted to be mindful of both Act 129, the Default Service Regulations, and the

Retail Markets Investigation in proposing the mixture of contracts for its Default Service

Plan, and asserts that this Plan includes a prudent mix of contracts given the current levels

of, and experience with, shopping for each class of customers, and the competitive market

enhancements proposed in the Petition. The Company may supplement its proposed mix of

spot and short-term contracts if it is able to obtain a long-term contract for utility scale solar

during DSP VlI, as explained earlier in this Petition and in Mr. Davis' testimony.

43. This procurement plan also satisfies the requirement that the Plan be designed to

be the "least cost to customers over time." This is discussed in further detail bv Mr. Fisher.

Duquesne Light St. No. 3.
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44. Act I29 also specihes that the Commission shall make a finding that "neither the

default service provider nor its affiliated interest has withheld from the market any generation

supply in a manner that violates federal law." 66 Pa. C.S. $ 2807(e)(3.7). In his direct testimony,

Mr. Peoples' addresses this requirement with respect to Duquesne Light and its affiliates and

demonstrates that the standard will be met under the DSP VIII plan.

45. For all of the reasons set forth above, this Default Service Plan meets the

standards set forth in Act I29, and enables the Commission to make the necessary findings per

Section 2807(e)(3.7). Specifically, Duquesne Light request that the Commission find its Plan

includes prudent steps necessary to negotiate favorable generation supply contracts; Duquesne

Light's Plan includes prudent steps necessary to obtain least cost generation supply contracts on

a long-term, short-term and spot market basis. Neither Duquesne Light nor its affiliated interest

has withheld or will withhold from the market any generation supply in a manner that violates

Federal law.

Default Service Procurement CostRecovery

46. Duquesne Light will continue to recover costs for the full cost of RFPs for

Residential, Small C&I, Medium C&I, and Large C&I customers, gross receipts taxes, along

with the costs of hiring the independent monitor, through fully reconcilable Section 1307(e) cost

recovery mechanisms for each class. 66 Pa. C.S. $ 1307(e).

47. Additionally, Duquesne Light will continue to recover its administrative costs for

HPS service through a Fixed Retail Adder ("FRA";. The FRA (expressed in dollars per MWH)

included in Rider No. 9 will consist of two components. The first component will be based on

the weighted average of the winning bids submitted by third-party suppliers and will compensate

the suppliers for their costs associated with renewable energy supply, energy balancing and any

14258098v I
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other third-party supplier administrative costs of providing HPS. This first component will be

equal to the weighted-average winning bid price, adjusted to recover the cost of line losses and

Gross Receipts Tax. The second component will include the Company's administrative costs of

conducting RFPs, the PJM interface and billing related costs, and other unbundled service costs

that would remain even when third-party suppliers provide HPS.

Unbundline

48. In addition to the supply costs necessary to provide default service, the Company

incurs costs in two primary areas. First, initial start-up costs are incurred to develop and obtain

approval ofthe proposed default service plan. Second, ongoing costs are incurred throughout the

duration of the default service plan to implement the plan (e.g., the costs related to the process of

conducting the competitive requests for proposals and evaluating the results of these solicitations

and the incremental administrative costs to provide HPS).

49. Duquesne Light currently recovers its DSP VII proceeding costs, which are costs

for preparing and obtaining approval of the DSP VII proceeding, in base rates. The Company is

proposing to unbundle certain costs from base rates associated with the provision of default

service beginning on the effective date of rates in its next base rate proceeding or June l, 2020,

whichever comes first. Specifically, the Company is proposing to move recovery of the costs for

external legal and consulting services to prepare and obtain approval of the default service plan

from base distribution rates to Default Service Supply ("DSS") rates. The Company is also

proposing to move recovery of the cash working capital costs associated with default service

from base distribution rates to DSS rates. Finallv. if new costs arise related to default service.

the Company proposes that those costs also be recovered through applicable DSS rates.

50. As part of the DSP VII Settlement Agreement, the Company committed to the
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following:

In the earlier of its next general rate increase filing or its Default Service
Plan filing for the period commencing June 1,2017, Duquesne t,ight will
propose to unbundle from base rates costs associated with the provision of
default service, including default service proceeding and procurement costs,
and cash working capital with regard to default service procurements.
Duquesne Light will simultaneously propose a mechanism for recovery of
such costs from default service customers.6

51. The Commission approved the Settlement Agreement in its DSP VII order, and to

comply with this agreement, the Company is proposing to unbundle certain costs from base rates

associated with the provision of default service. The Company prefers to wait until Duquesne

Light's next base rate case to recover these costs through DSS rates to ensure that there is no

double counting, where costs are being recovered i"' Uo,t base rates and DSS rates, or

alternatively, under-recovery of previously approved costs included in base rates. The Company

entered into a black-box settlement agreement in its 2013 base rate proceeding at a significantly

lower rate increase than originally proposed. Therefore, it is not known with certainty what costs

are currently included in base rates for the particular items to be unbundled. The details of the

Company's proposal to unbundle certain costs from based rates is included in the testimony of

Mr. Ogden, Statement No. 4.

52. The Company proposes to use the four-year revenue requirement for unbundled

costs as the actual expense to recover. The 1307e reconciliation statement for each customer

class will include a line item for the monthly expense. The reconciliation for the unbundled

monthly expense will capture only changes in default service kWh volumes (e.g., the difference

between the forecasted kWh at the outset when setting rates and actual default service kWh

sales). The difference in recovery ofthe unbundled expense created by variations in sales (over

* DSP VII Orderentered January 15,2015 at DocketNo. P-2014-2418242,page 10.
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or under collection) will be recovered through the e-factor component of the DSS rates for the

applicable customer class.

D. TIME-OF-USE (,,TOU') RATES

53. Under 66 Pa. C.S. $ 2807(fX5), default service providers are required to offer

Time-of-Use ("TOU") and/or real-time price plans to customers that have smart meter

technology. In addition, in the December 16 Retail Markets Order, the Commission

suggested that EDCs include TOU proposals in their next default service filing. December

I6 Retail Markets Order, p. 47.

54. Effective June 1 ,2016, the Company is offering eligible Residential customers

the opporturity to receive their electric supply on a "Time-of-IJse" basis. This service offering

involves charging customers higher prices for power delivered during "on-peak" periods, and

lower prices for power delivered during "off-peak" periods. Approximately 200,000 qualified

Residential customers will be eligible for TOU service beginning June 1 .2016. The eligibility of

these customers will be predicated on the extent the Company has installed the necessary

metering and communication systems.

55. As part of the DSP VII plan, the Company recently conducted an RFP for TOU

supply that will cover the delivery period June 1,2016 through May 31,2017. The TOU RFP

successfully obtained two EGSs that will provide TOU rates for Residential customers. Based

on the results of the RFP, eligible Residential customers will be able to choose between two

different TOU time periods and price levels. Duquesne Light will promote the TOU rate

offerings that are being marketed by the two winning EGSs on the Company's website. The two

winning EGSs will offer TOU rates only to eligible Residential customers that have the

necessary metering and communications systems. Eligible Residential customers who elect

TOU service will become EGS customers and will be enrolled by the EGS providing the TOU

I 4258098v1

18



service.

56. The Company intends to make a TOU filing to the Commission in November

2016 describing the results of this year's TOU program and the level of customer enrollment.

The Company's current plan is to continue to facilitate EGS-supplied TOU offers beyond May

31,2017. During the DSP VIII plan, the Company will continue the process of installing

interval meters to all customer classes. As more customers are connected to smart meters and

AMI data systems are available and tested, the number of eligible TOU customers will increase.

The Company plans to increase the number of Residential customers eligible for TOU service

through the DSP VIII plan. Also, during the DSP VIII plan, Small C&I and Medium C&I

customers will become eligible for TOU service. Additional details regarding the Company's

TOU proposal are provided in the testimony of Mr. Peoples Statement No. 2.

E. RETAIL MARKET ENHANCEMENTS

57. Duquesne Light has supported expansion of competitive opportunities for

customers through its seven prior default service plans, and has already implemented a number

of innovative market enhancements in order to facilitate the development of the retail market.

The Company's customer switching level is among the highest in the Commonwealth, with 7lo/o

of the total load in its service area already receiving service from an EGS as of March 2016. This

also puts Duquesne Light among the top electric service areas in the country in terms of

percentage of total load switched. Switching by procurement group is 34Yo of Residential

customer load, 45o/o of Small C&I load, 73Yo of Medium C&I load, and 96Yo of Large C&I load.

Duquesne Light's proposed Default Service Plan contains several important features designed to

promote retail competition.

Stand ard Offer Customer Referral Prosram (" SOP".)

58. Duquesne Light currently offers a SOP to non-shopping Residential and Small
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C&I customers who contact the Company to: 1) initiate or move service; 2) discuss choice

questions; 3) resolve high bill concerns; or 4) inquire about the SOP. After the customer's

specific inquiry is resolved, a Duquesne Light customer service representative provides the

customer with information about the SOP. If the customer indicates that he/she is interested in

participating in the SOP, the customer is transferred to a participating EGS for program details

and potential enrollment.

59. As explained by Duquesne Light Witness, Ms. Monison in Duquesne Light St.

No. 5, the SOP benefits customers by offering customers a price 7o/o below the current PTC and

introducing new customers to shopping. An important benefit of Duquesne Light's SOP is the

low costs for EGSs to participate. The customer acquisition fee paid by participating EGSs is

currently $10.28 per enrollment. The Company's existing SOP avoids the costs of paying a third

party to enroll customers, maintains a reasonable cost for EGSs, and avoids charging any cost for

the program to customers.

60. Duquesne Light's current SOP does not use a third party to enroll customers. As

a result, customers are transferred to EGSs for enrollment, which produces a low-cost program.

In the DSP VII proceeding, Duquesne Light and the Parties agreed to conduct a

collaborative with interested Parties to consider changes to the Company's existing SOP,

including, among other things, the use of a third party to enroll customers or other means to

improve customer enrollments. The Company held a collaborative to gain stakeholder input

on the Company's existing SOP. The outcome of the collaborative was that the existing

program was cost effective, and the Parties agreed to keep the existing SOP structure in

place with the Company sending interested customers directly to the EGS for enrollment.
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Purchase of Receivable (.'POR")

61. Duquesne Light proposes to continue its current POR plan for Residential, Small

C&1, and Medium C&I customers. Under this Plan, Duquesne Light purchases the account

receivables, without recourse, associated with EGS sales of retail electric commodity service to

Residential, Small C&I, and Medium C&I customers. Duquesne Light purchases the account

receivables at a small discount and then reimburses EGSs for their customer billings regardless

of whether itreceives payment from customers.

Customer Assistance Proqram ("CAP") Customer Shopping

62. The Company supports the extension of shopping to CAP customers with certain

customer protections and conditions. First, CAP customers that shop should be provided

protections from increased bills resulting from shopping and variable rate contracts. Second, any

CAP shopping plan must determine how customer protections will be implemented and provide

sufficient time for implementation and customer education. If these protections are adopted and

implemented, the customer CAP credit will be applied to the distribution, transmission, and

supply portion of the bill in the same manner for CAP shopping customers as it is for CAP

customers receiving default service. All CAP customers will receive a discount on their monthly

service bill based on their income as defined in the Company's Commission approved Universal

Services Plan effective at the time of implementation.

F. RE,QUESTS FOR WAIVERS

63. As explained above, Duquesne Light is proposing to change rates every six

months for Residential and Small C&I customers. Duquesne Light notes that the Commission's

regulation at 52 Pa. Code $ 54.187 requiring quarterly rate changes was adopted prior to the

passage of Act 129. Act 129 provides that default service providers shall offer residential and

small business customers a default service rate that changes no more frequently than quarterly.
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66 Pa. C.S. $ 2807(e)(7). Therefore, Duquesne Light believes that its proposal for changes in

rates on a semi-annual basis for Residential and Small C&I customers complies with Act 129.

However, Duquesne Light requests a waiver of 52 Pa. Code $ 54.I87 to allow semi-annual rate

changes for Residential customers and Small C&I customers to the extent deemed necessary by

the Commission.

64. Section 69.1804 of the Commission's DSP Policy Statement, 52 Pa. Code $

69.1804, provides that default service plans should be for two years, unless otherwise directed by

the Commission. As explained previously, Duquesne Light proposes that the term of DSP VIII

Program be for four years. As a Policy Statement, 52 Pa. Code $ 69.1804 does not have the

force of law, and no waiver is required. Nonetheless, for reasons explained above, the Company

requests that the Commission approve a four year period for DSP VIII.

65. Duquesne Light also requests additional waivers, if necessary, of the

Commission's Orders or Regulations to allow Duquesne Light to implement its Default Service

Plan as described herein and in the Testimony and Exhibits that accompany this filing.

G. CUSTOMER NOTIFICATION

66. As indicated by the enclosed certificate of service, Duquesne Light has served a

copy of this Petition upon all of the parties to Duquesne Light's most recent default service

proceeding at Docket No. P-2014-2418242 and PJM. Duquesne Light is also providing notice of

the filing and a web link to the filing to all licensed EGSs in the Duquesne Light service area. In

addition, the Company will provide a hard copy of the filing to any party upon request.

Duquesne Light intends to notify its customers of new rates once approved by bill message or as

otherwise directed bv the Commission.
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H. CONCLUSION

Duquesne Light's Default Service Plan is based on a proven, successful and evolving

model that will provide reliable, reasonably priced default service supply to its customers, while

supporting retail competition. The Plan meets and is consistent with Act 129, and should be

approved.

WHEREFORE, for all of the foregoing reasons, Duquesne Light Company respectfully

requests that the Pennsylvania Public Utility Commission approve the Default Service Plan as

proposed in this Petition as soon as possible, approve the proposed tariff sheets set forth in the

form of Tariff Supplement provided herein, grant the approvals for Duquesne Light Cornpany to

procure power as set forth herein, including, if needed, credit support from its parent, approve

the Supply Master Agreement and related attachments for procuring power for Residential,

Small C&I, Medium C&I, and Large C&l customers and grant such other relief just and

reasonable under the circumstances.

I
/h.espeqtfully su bmitted,
1,t,.I l. -\.t
Uttilwrq,.)).{0-ca1

Anthony D. Kanagy (ID #85522)
Post & Schell, P.C.
17 North Second Street, 12th Floor
Hanisburg, PA I 7101-1 601
Phone: (717)731-1970
Fax: (717) 73 l-1985
E-mail :mgang@postschel L com
E-mail : akanagy@po stschell. com

Tishekia E. Williams (ID #208997)
Duquesne Light Company
4i 1 Seventh Avenue
Pittsburgh, PA 15219
Phone: (412)393-1511
Fax: (412)393-5695
E-mail :twilliams@duqlight. com

Counsel for Duquesne Light Company

Date: Mav 2.2016
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a.

A.

INTRODUCTION

Please state your full name, business affiliation and address.

My name is C. James Davis. I am the Director - Rates, Energy Procurement, and

Federal/RTO Affairs for Duquesne Light Company ("Duquesne Light" or "Company").

My business address is 411 Seventh Avenue, Pittsburgh, PA 15219.

Please describe your professional and educational background.

I graduated from St. Vincent College with a Bachelor of Arts degree in Computer

Science in 1989 and Duquesne University with a Master of Business Administration in

1995. Prior to joining Duquesne Light, I had more than 24 years of diversified

experience in the utility industry working for Allegheny Energy and FirstEnergy. I have

held positions in Risk Management, Finance, Portfolio Management, Generation

Dispatch, and Commodity Operations.

Please describe your current responsibilities as the Director of Rates, Energy

Procurement and FederaURTO Affairs.

I am responsible for the oversight and direction of the Company's Rates & Tariff

Services Department, Supply Procurement and RTO Settlement activities, as well as

Federal and RTO affairs. In this role, I am responsible for the planning, development and

direction of Duquesne Light's filing in this Default Service proceeding.

What is the purpose of your direct testimony?

First, I introduce the Company's witnesses who provide more detail about specific

aspects of Duquesne Light's plan for default service for the period from June I,2017

a.

A.

a.

A.
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through May 31,202I ("Default Service Plan," "DSP VIII," or "Plan"). Second, I

describe Duquesne Light's default service obligations, and I explain how the Company

has satisfied those obligations under its seventh default service plan ("DSP VII"). Third,

I provide an overview of Duquesne Light's proposed DSP VIII Plan for default service.

Finally, I discuss Duquesne Light's plans to evaluate the benefits of entering into long-

term contracts to support the development of utility-scale solar projects (up to 20 MW) in

Pennsylvania at some point during the DSP VIII supply period.

Please introduce the testimony of Duquesne Light's other DSP Vm witnesses.

Duquesne Light is submitting the testimony of four other witnesses.

o In Duquesne Light Statement No. 2, John Peoples, Duquesne Light's Manager of

Energy Supply, discusses the power procurement methods and products to be

used to supply default service for each customer class, including the Supplier

Master Agreement to be used in these procurements. He also evaluates the

consistency of the Plan's procurement methods with certain requirements of Act

129, and provides an overview of the Company's Time-of-Use ("TOU") program,

including how it will be supplied.

o In Duquesne Light Statement No. 3, Neil S. Fisher, Principal at The NorthBridge

Group, reviews the performance of the default service models used by Duquesne

Light to date, explains how the Company's proposed Plan is designed to support

the competitive electricity market in Duquesne Light's service tenitory while

providing appropriate assurances of price stability for small customers, and
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evaluates Duquesne Light's Default Service Plan with respect to Act 129's

requirements.

o In Duquesne Light Statement No. 4, David B. Ogden, Duquesne Light's Manager

of Rates and Tariff Services, describes the proposed default service rates and

changes to the associated Retail and EGS Coordination Tariffs. Mr. Ogden also

describes the Company's proposal to unbundle default service costs from base

distribution rates.

o In Duquesne Light Statement No. 5, Marcie L. Morrison, Duquesne Light's

Interim Director of Customer Engagement, explains how the Company will

implement the proposed retail market initiatives, including the Company's

Customer Choice Communication Programs, Standard Offer Customer Referral

Program, and CAP Customer Shopping.

OVERVIEW OF DUQUESNE LIGHT'S DEFAULT SERVICE OBLIGATIONS
AND CURRENT DSP VII PLAN

Please describe Duquesne Light's default service obligations.

Duquesne Light is obligated to provide electric supply service to all customers within its

service territory who do not select an electric generation supplier ("EGS") or who return

to default service after being served by an EGS which becomes unable or unwilling to

serve, By law, Duquesne Light is required to file a plan with the Pennsylvania Public

Utility Commission (the "Commission") which sets forth how the Company will meet its

default service obligations, including a strategy for procuring generation supply, a

schedule for implementation, and a rate design to recover the Company's reasonable

costs.

a.

A.
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A.

How does Duquesne Light currently meet its default service obligations?

On April 24,2014, Duquesne Light filed a petition with the Commission for approval of

a default service program for the period from June l, 2015 through May 3 l, 2017 . On

September 15, 2014, Duquesne Light entered into a stipulation with various parties,

expressing agreement on the petition subject to modifications to certain aspects of the

proposed default service program, while leaving other issues for litigation. On January

15, 2015, the Commission entered an order approving the default service plan, as

proposed by Duquesne Light and as modified by the stipulation, and resolving the

contested issues. The resultant approved plan, which currently is in effect, is referred to

as .'DSP VII."

DSP VII is compliant with Public Utility code, 66 Pa. c.s. $$ 2807(3.1)-(3.4), as

Duquesne Light procures a "prudent mix" of contracts designed to obtain electric supply

at the "least cost over time." Under DSP VII, Duquesne Light procures default service

supply separately for four different customer classes. The principal procurement features

of DSP VII include the use of fixed-price full requirements supply contracts for

Residential, Small C&I, and Medium C&I default service customers, and procurement of

supply for Large C&I default service customers through the PJM Interconnection, LLC

("PJM") hourly spot markets. DSP VII also includes tailored contract lengths for each

customer class. Solicitations for the full-requirements contracts occur within three

months before the commencement of their delivery periods.

a. Does Duquesne Light have other obligations under DSP VII?

14257449v1



I

2

J

4

)

6

8

9

10

ll

t2

l3

14

15

t6

t7

18

19

20

III.

a.

a.

A.

A. Yes. Consistent with its procurement obligations and its approved plan, Duquesne Light

uses standardized documents and procedures approved by the Commission when

conducting its default service supply procurements. In addition, in accordance with the

Commission's direction in its Retail Markets Investigation,l Duquesne Light has

undertaken a wide range of initiatives to support retail competition.

Has Duquesne Light satisfied its obligations?

Yes. Duquesne Light has satisfied all of its obligations to date under DSP VII, including

its fundamental obligation, as default service provider, to provide adequate and reliable

default service to default service customers at least cost over time. In addition, Duquesne

Light continues to provide its "Standard Offer" customer referral program in which

default service residential customers contacting Duquesne Light's customer service

center are encouraged to select among a group of EGSs who have voluntarily chosen to

offer customers a l2-month contract priced at 7Yo below Duquesne Light's default

service rate at the time of the offer. Also, effective June 1,2016, Duquesne Light is

offering TOU rates to certain eligible Residential customers.

OVERVIEW OF DUQUESNE LIGHT'S PROPOSED DSP VIII PLAN

What were Duquesne Light's primary policy considerations when developing its

proposed Default Service Plan?

I Investigation of Pennsylvqnia's Retail Electricity Market; End State of Defautt Service, Docket No. I-
2011-2237952, Order entered February 15,2013.

14257449v1



I

2

J

4

5

6

7

8

9

10

ll

12

l3

14

l5

t6

T7

18

19

A. Duquesne Light developed its Plan to satisfy Act 129, which amended Section 2807(eX3)

of the Public Utility Code, 66 Pa. C.S. $ 2807(eX3), with respect to, among other things,

power procurement for default service providers. In developing its Plan to satisfr Act

129, the Company was guided by the Second Default Service Rulemaking Order, which

the Commission entered to provide guidance with respect to the interpretation of Act

129's requirements.2 Duquesne Light also considered the guidance provided in the

Default Service End-State Order in the Investigation of Pennsylvania's Retail Electricity

Market.3 Finally, the Company recognized the importance of supporting the competitive

electricity market while providing appropriate assurances of price stability for small

customers. In their testimony, Duquesne Light's other witnesses describe the Company's

proposed DSP VIII and how it is aligned with legislative and regulatory requirements and

associated policy considerations.

Please provide an overview of Duquesne Light's DSP VIII Plan.

The Default Service Plan is a comprehensive program under which Duquesne Light will

provide default service to its customers from June I,2017 through May 31,2021.

Duquesne Light has grouped its default service customers into four primary customer

classes, which are the same customer class groupings used in its currently effective

default service plan: (1) Large Commercial & Industrial ("Large C&I"), which currently

' Default Service and Retail Electric Markets, Docket No. L-2009 -2095604 (Order entered October 4,
2011) ("Second Default Service Rulemaking Order").
3 Investigation of Pennsylvania's Retail Electricity Market: End State of Defautt Service, Docket No. I-
2011-2237952, Order entered February 15,2013.

a.

A.

6
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includes customers with peak demands greater than or equal to 300 kW;o (2) Medium

Commercial & Industrial ("Medium C&1"), which currently includes customers with

peak demands greater than or equal to 25 kW but less than 300 kW; (3) Small

Commercial & Industrial ("Small C&f'), which includes customers with peak demands

less than 25 kW; and (a) Residential and Lighting (in aggregate referred to as

"Residential"). The Plan includes default service offerings tailored to the needs of each

customer class, it complies with the requirements of Act 129, and it includes concrete

steps to support retail competition. The Default Service Plan also builds upon the

foundation established in previous Commission-approved plans, which have facilitated

and supported the competitive retail market over a sustained period of time, while

offering stable and reasonable rates for small customers who do not elect to receive

service from an EGS.

Why is Duquesne Light proposing a four-year term for DSP VIII?

Duquesne Light is proposing a four-year term instead of a two-year term for two reasons.

First, the Company has had seven prior DSP filings reviewed and approved which have

covered and resolved most of the potential default service issues. The Company believes

that the relatively short two-year terms of its most recent two default service plans have

allowed for further refinements. After having had experience with seven default service

plans in this manner, the Company believes that its proposed DSP VIU is based on

sufficient experience and information to justify establishing a course for the next four

" As discussed later in my testimony, the Company plans to lower the threshold for hourly price service
from ) 300 kW to > 200 kW on June 1,2019.

a.

A.
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years. The second reason why the Company is proposing a four-year plan is to reduce

the costs to litigate the default service plans every other year. Extending the term from

two years to four years will save litigation time and cost for Duquesne Light, other parties

that participate in default service proceedings, and the Commission. The reduction in

Duquesne Light's costs will benefit customers.

Please provide an overview of the proposed default service supply product

portfolios, and the general methodology to set supply rates, for each of Duquesne

Light's customer classes under DSP VI[.

In his direct testimony, Mr. Peoples provides a detailed description of the proposed mix

of supply products, the procurement approach, and the schedule for implementation.

Furthermore, Mr. Ogden's direct testimony outlines the methodology to establish default

service supply rates for each customer class. However, an overview of these aspects of

the Plan is as follows:

o Large C&I default service customers will continue to have supply rates that are

based on hourly day-ahead market energy prices. Customers also will be charged

a pass through of PJM capacity and ancillary services costs as well as the

administrative costs of providing hourly price service ("HPS"). The Company

proposes to procure the supply for this service through a competitive Request for

Proposals ("RFP"; process.

o Medium C&I default service customers will have supply rates that adjust

quarterly based on three-month, non-laddered, fixed-price full requirements

contracts. The contracts will be procured within three months before the

14257449v1
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A.

commencement of their delivery periods. Default service supply for the Medium

C&I customers will be obtained through competitive RFPs, with winning bidders

selected on the basis of lowest price.

o Small C&I default service customers will have supply rates that adjust every six

months based on twelve-month and twenty-four-month, laddered, fixed-price full

requirements contracts. The contracts will be procured within three months

before the commencement of their delivery periods. Default service supply for

the Small C&I customers will be obtained through competitive RFPs, with

winning bidders selected on the basis of lowest price.

o Residential default service customers will have supply rates that adjust every six

months based on twelve-month and twenty-four-month, laddered, fixed-price full

requirements contracts. The contracts will be procured within three months

before the commencement of their delivery periods. Default service supply for

the Residential customers will be obtained through competitive RFPs, with

winning bidders selected on the basis of lowest price.

What changes is Duquesne Light proposing in DSP VIII for each customer class as

compared to the Company's existing plan in effect for DSP VII?

The major changes are summarized below:

o Large C&I - The Company is proposing to make three significant changes for

Large C&l customers that receive default service. First, effective June 1,2077,

the Company is proposing to simplifu the structure and administration of HPS in

an effort to lower the Company's administrative costs that HPS customers pay.
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Second, while the Plan continues to provide hourly day-ahead market energy

pricing to Large C&I default service customers, Duquesne Light will no longer

procure this supply directly from PJM, but instead it will procure this supply in

the form of non-laddered l2-month supply products procured through competitive

RFP processes. Third, once these changes are in place and have been successfully

tested, the Company plans to lower the kW threshold for HPS from 2 300 kW to >

200 kW beginning on June I,2019.

Medium C&I - There are no proposed changes to the supply portfolio or overall

procurement approach for Medium C&I customers that would be effective June 1,

2017. However, as of June 1,2079, the Company proposes to move customers

with peak demands greater than or equal to 200 kW to the Large C&I class and,

accordingly, these customers' default service rates will reflect hourly day-ahead

market energy pricing from that date forward.

Residential and Small C&I - The Company is proposing to transition

Residential and Small C&I customers to a product mix consisting of 50%

laddered one-year fixed-price full requirements ("FPFR") supply contracts and

50% laddered two-year FPFR supply contracts. Currently, the Company relies

exclusively on laddered one-year FPFR supply contracts to serve these customers.

In this Plan, the Company continues the laddering of supply products and will

continue to change the default service supply rates every six months as in DSP

VII. As described by Duquesne Light witness Fisher, the proposed mix of one-

year and two-year FPFR products and the semi-annual overlapping of their

delivery periods will provide Residential and Small C&I customers greater

14257449v1
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A.

assurances of price stability than the Company's current supply portfolios. As in

DSP VII, the supply products for the Residential class will be separate from the

supply products for the Small C&I class.

o Solar Project Plan - As I describe later in my direct testimony, Duquesne Light

is proposing to evaluate the benefits of entering into long-term contracts to

support utility-scale solar projects (up to 20 MW). The alternative energy credits

associated with this project could be used to help satisfy the solar requirements of

serving Residential default service customers at some point during the DSP VIII

period and beyond.

Does Duquesne Light's proposed DSP VIII include products with delivery periods

that extend beyond May 31, 2021(the end of the DSP VIII period)?

Yes, some of the supply products for the Residential and Small C&I customer classes

extend beyond the DSP VIII period. As explained by Mr. Fisher in his direct testimony,

this preserves the option for a fairly seamless continuation of the laddered procurement

cycle as Duquesne Light transitions from DSP VIII to DSP IX. Mr. Fisher also explains

that these contracts also avoid subjecting Residential and Small C&I customers to a "hard

stop" with regard to their supply products at the end of the DSP VIII period, which could

expose customers to magnified risks and rate instability. Furthermore, having contracts

that extend beyond the default service period is consistent with the approach approved by

the Commission in DSP VI and DSP VII. It should be noted that the solicitations for

these products are not scheduled until September 2019, so there is a significant amount of

l1
14257449v1



I time before new supply commitments extending beyond the DSP VIII period are made

2 should legislative or regulatory developments require changes to the supply product mix.

a

4 a. Is Duquesne Light proposing to use the same default service SMA for DSP VIII that

5 it is using for DSP VII?

6 A. As explained by Mr. Peoples in his direct testimony, the Company will continue to use

7 the SMA template that was developed by the Procurement Collaboration Working Group,

8 with proposed revisions. The proposed Supply Master Agreement is attached to Mr.

9 Peoples direct testimony.

t0

11 a. Does Duquesne Light's DSP VIII proposal include a contingency plan in case a

12 supply solicitation fails to attract a sufficient number of qualified bids to be deemed

13 competitive, the Commission does not approve the submitted bids, or a winning

14 bidder defaults on its obligations?

15 A. Yes. Mr. Peoples describes the Company's contingency plan in his direct testimony.

16

17 a. How will Duquesne Light recover its default service supply costs?

18 A. In his direct testimony, Mr. Ogden explains how all costs associated with default service

19 supply procurement will be recovered.

20

21 a. What programs is Duquesne Light proposing to support retail market competition

22 in DSP VIII?

23 A. Duquesne Light is proposing several programs to support retail market competition:

14257449v1
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27

28

. Standard Offer Customer Referral Program. As Ms. Morrison explains in her
direct testimony, Duquesne Light will continue to advise certain default service
customers that contact the Company that they can receive their supply from
participating EGSs at rates that will be 7Yo below the current Price to Compare
("PTC").

. Time of Use Program. The Company is offering TOU rates effective June 1,

2016 to certain eligible Residential customers. The Company issued RFPs
soliciting EGSs to provide the TOU service. Two EGSs were selected to
participate in the pilot. During DSP VIII, the Company plans to continue to
facilitate EGS TOU offers and to expand the TOU program to allow more EGSs
and more customers to participate over time. The TOU program is described in
the direct testimonies of Mr. Peoples and Mr. Ogden.s

. Purchase of Receivables Plan. Duquesne Light will continue its Purchase of
Receivables ("POR") plan. Under this Plan, Duquesne Light purchases the
accounts receivables, without recourse, associated with EGS sales of retail electric
commodity service to Residential, Small C&I, and Medium C&I customers at a
small discount and then reimburses EGSs for their customer billings regardless of
whether payment is received by Duquesne Light from customers.

. Bill Ready. Duquesne Light will continue a Bill Ready program that already is
scheduled to begin on June 1,2016. The Bill Ready program will facilitate the
EGS development of tailored products for customers.

In addition, as discussed by Mr. Fisher in his direct testimony, Duquesne Light's Plan

will support the competitive retail market in other ways, including by its use of

competitive solicitations for fixed-price full requirements products. As Mr. Fisher

explains, fixed-price full requirements default service supply products help to provide a

more transparent price-to-compare benchmark against which customers can compare

competing retail offers. Furthermore, the competitive solicitations for the fixed-price full

requirements supply products ensure that EGSs will compete against market-based

default service rates.

' Mr. Peoples provides an overview of the TOU program and the EGS supply affangements. Mr.
Ogden describes the cost recovery of the TOU program.

29

30

l3
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a.

SOLAR PROJECT PLAN

Please describe the Company's plan to support the development of solar projects in

Pennsylvania.

The Company is evaluating the benefrts of entering into long-term contracts (i.e., more

than four years) to support the development of utility-scale solar projects (up to a total of

20 MW) in Pennsylvaniao preferably in Duquesne Light's service territory.6 Duquesne

Light would seek Commission approval of the solar contract after a more detailed plan

has been developed at some point during the DSP VIII period. The alternative energy

credits ("AECs") associated with this project (or projects up to the 20 MW cap) could be

used to help satisfy the solar requirements of serving Residential default service

customers later in the DSP VIII period and beyond.

The Company seeks to support the development of utility-scale solar altemative

energy generating facilities in Pennsylvania in an effort to achieve least-cost

environmental compliance with the requirements of Act 129 and achieve objectives of the

Clean Power Plan. Given today's federal and state regulatory environment, these

facilities are effective sources of renewable energy. They do not emit carbon dioxide,

and they do not entail fuel costs. The development of solar facilities is consistent with

Act 129's objectives, as it addresses the Altemative Energy Portfolio Standards

("AEPS") while also satisfying Act 129's "prudent mix" and "least cost" requirements.

The Company believes that long-term solar contracts will provide greater opportunity for

cost-effective financing for developers of utility-scale solar projects.

u Other major Pennsylvania Electric Distribution Companies have already signed 1O-year power
purchase agreements for solar alternative energy credits.

A.

14257449v1
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At this time, Duquesne Light wants parties to be aware of Duquesne Light's

intention to support the development of solar projects by entering into long-term

contracts during the DSP VIII period, and intends to file the solar contract arrangements

and the associated costs for Commission review and approval in a subsequent filing(s)

separate from the DSP VIII Plan.

What does Duquesne Light want to accomplish in the DSP VIII proceeding with

respect to its plan to evaluate utility-scale solar projects?

The Company has two primary objectives in the DSP VIII proceeding with respect to its

solar plan. First, the Company is proposing to incorporate the flexibility in the DSP VIII

SMA and Retail Tariff to accommodate the potential inclusion of long-term,

Commission-approved solar contract(s) in the prudent mix during the DSP VIII period.

Specifically, in the SMA sponsored by Duquesne Light witness Peoples, the Company is

proposing to include language that would permit the Company to allocate solar AECs, if

any, to third-party wholesale suppliers. If and when Duquesne Light enters into long-

term contracts for AECs, Duquesne Light will continue to require each full requirements

wholesale supplier to transfer AECs to Duquesne Light corresponding to the AEPS

obligations associated with the amount of default service load served by that supplier.

The primary change is that Duquesne Light will allocate any AECs that it procures

toward the wholesale suppliers' AEPS obligations in accordance with the percentage of

l5
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Residential default service load served by each supplier. Any AECs allocated to a

wholesale supplier will be credited to that supplier's AEPS obligation.T

Similarly, the Company is proposing to include language in the Retail Tariff

(shown in Rider No. 8 - Default Service Supply rate) that would allow the Company to

recover the costs associated with a long-term solar contract(s) once such a contract is

approved by the Commission and becomes effective. Duquesne Light witness Ogden

addresses the proposed changes to the Retail Tariff in his direct testimony

If the Company does not receive approval from the Commission and/or does not

enter into a long-term solar contract during the DSP VIII period, then the proposed

changes in the SMA and the Retail Tariff would not have any effect. These changes are

designed to provide flexibility for the Commission to review and adopt a solar plan in the

future without the need to revisit the default service SMA and wholesale supply rates in

the Retail Tariff. Other Pennsylvania Electric Distribution Companies have similar

language in their SMAs and cost recovery mechanisms already in place to address the

treatment of lone-term solar contracts.

a. You mentioned that Duquesne Light has two primary objectives in the DSP VIII

proceeding with respect to its plan to evaluate solar projects. What is the second

objective?

7 During each default service solicitation, at a time prior to the bid due date, Duquesne Light will
inform bidders of the number of AECs, if any, to be allocated per tranche for the Residential customer
class. The perceived value of any allocated solar AECs should reduce the bid prices of default service
suppliers. Furthermore, Duquesne Light does not intend to require default service suppliers to take
unknown quantities of solar generation at uncertain times of the day from any solar project, and once a
default service contract is signed, it will not be altered even if Duquesne Light subsequently enters into a
long-term solar contract.
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A. In addition to the proposed changes in the SMA and Retail Tariff, the Company seeks

input from intervenors in the DSP VIII filing regarding the structure of its proposal. The

Company is still in the process of formulating its plan to support utility-scale solar

projects in Pennsylvania and is mindful of the need to balance a variety of competing

interests. For example:

o The Company does not want to increase uncertainty for wholesale suppliers

and unnecessarily increase risk premiums in wholesale supplier bids.

o The Company also does not want to interfere with EGSs' pre-existing

arrangements for alternative energy supply and does not plan to interfere with

competitive retail markets by marketing green products to retail customers.

o The Company also seeks to manage the administrative burdens and costs for

Duquesne Light and its customers by continuing to require each full

requirements wholesale supplier to transfer AECs to Duquesne Light

corresponding to the AEPS obligations associated with the amount of default

service load served by that supplier.

. Ideally, the Company would like to support the development of new solar

projects within its service territory, but wants to make sure that this does not

materially impact the compliance costs of satisfying its altemative energy

requirements for its customers.

In an effort to balance these and other competing interests, the Company seeks input from

intervenors as the Company is still in the process of formulating its plan to support

utility-scale solar projects in Pennsylvania.

14257449v1
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A.

Does the Company plan to purchase the associated energy, capacity, and ancillary

services provided by the solar facilities or just the AECs?

It is not yet known. It is my understanding that other major Pennsylvania Electric

Distribution Companies have been able to enter into long-term purchase agreements for

solar AECs without the associated energy, capacity, and ancillary services. The

Company wants to provide greater opportunity for cost-effective financing for developers

of utility-scale solar projects and plans to explore the best means to do so. As Mr. Ogden

explains in his testimony, the revenue requirements associated with any Commission-

approved solar contracts and their administration will be recovered from Residential

customers. If the Company does acquire other products besides AECs, they will be sold

into the market and the sales proceeds of solar energy, capacity, and ancillary services

(not allocated to default service suppliers), if any, will be refunded to Residential default

service customers. The rates of other default service customer classes will be unaffected

by the Company's solar proposal.

Does the Company have a specific solar project in mind at this time?

No.

What process will the Company follow to acquire long-term solar contracts?

The Company will follow the requirements to acquire supply in Act 129, which allows

the Company to rely on an auction, RFP, or bilateral agreement with certain conditions.8

' 66 Pa.c.s. g 2807(eX3.l).

a.

A.

a.

A.

14257449v1
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I The Company will seek Commission approval of the terms and conditions of the solar

2 contract(s) as well as the associated costs to be recovered in rates in a later filing(s).

a

4 a. Does the Company know when it will file these long-term solar contracts for

5 Commission approval?

6 A. No, but it cunently expects to do so within the next 12 - 24 months.

7

8 VI. CONCLUSION

9 Q. Does this conclude your direct testimony?

10 A. Yes.
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I I. INTRODUCTION

2

3 Q. Please state your full name and business address.

4 A. John Peoples, 411 Seventh Avenue, Pittsburgh, Pennsylvania 15219.

6 Q. What is your position at Duquesne Light Company (66Duquesne Light" or

7 ('Company")?

8 A. I am employed by Duquesne Light as the Manager of Energy Supply.

9

10 a. How long have you worked at Duquesne Light?

I I A. I have worked at Duquesne Light for over two years, having joined the Company

12 in January 2014.

l3

14 a. What are your current responsibilities?

15 A. I am responsible for conducting competitive solicitations to procure power to

16 serve Duquesne Light's default service load. I represent Duquesne Light's voting

17 interests and communications with PJM. I also act as the Company's

18 representative with default service suppliers. In addition, I manage the daily sales

19 forecasts for the Company's control area, which includes all electrical customers

20 in our load zone - whether served by Duquesne Light default service or by a

2l competitive electric generation supplier ("EGS"). I have responsibility for

22 verifying the settlement process with PJM and FERC submissions. Finally, I

23 coordinate business risk analysis with Duquesne Light's risk management team.
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a.

A.

What are your qualifications, work experience and educational background?

I have worked in the energy industry for over 20 years. I have a liberal arts

degree from Washington and Jefferson College. I have a Masters of Business

Administration from Duquesne University.

Upon graduation, I took a position at Consolidated Natural Gas (CNG)

where I was an energy analyst. I was promoted to a role whereby I managed the

CNG default customer portfolio for their various utilities. I have worked for

Detroit Edison, Green Mountain Energy, Strategic Energy, and Direct Energy

Business. While at these companies I had responsibilities for managing a

portfolio of energy customers on a physical and financial basis.

I have been responsible for managing Duquesne Light's default service

power portfolio since April 2015, which was a year into the Company's sixth

default service plan ("DSP Vf'). I have organized the Requests for Proposals

("RFP"; for default procurement and have performed subsequent tasks related to

the execution of the default service supply contracts with the winning suppliers.

What is the purpose of your direct testimony?

The purpose of my testimony is to provide support for the Company's default

service plan for delivery of supply over the June I , 2017 through May 3 l, 2021

period (the "Plan" or .'DSP VIII"), particularly with respect to the power

procurement methods and supply products to be utilized. I will provide an

overview of the Plan as it relates to power procurement. I also will evaluate the

consistency of the Plan with certain aspects of Act 129. In addition, I will discuss

a.

A.

14257440v1



I changes to the Supplier Master Agreement ("SMA") template that was developed

2 through the Procurement Collaboration Working Group. Finally, I will discuss

3 the Company's proposed Time of Use ("TOU") program, particularly with respect

4 to how TOU service under the program will be supplied.

6 Q. Are you sponsoring any exhibits as part of your direct testimony?

7 A. Yes, I am sponsoring three exhibits.

8 Exhibit JP-l Overview of Supply Products and RFP Schedule by
9 Procurement Class

l0 Exhibit JP-2 Number of Load Tranches and Supplier Load Caps

11 Exhibit JP-3 Supplier Master Agreement

l2

l3 a. Please explain how these exhibits were prepared.

14 A. All of the above referenced exhibits were prepared by me or under my

15 supervision.

16

17 a. How is your testimony organized?

18 A. Section I is an introduction. Section II provides an overview of the Plan with

19 regard to its power procurement methods and supply product portfolios. Section

20 III includes a review of how the Plan satisfies certain provisions of Act 129.

2l Section IV discusses the Supplier Master Agreement, and Section V discusses the

22 Company's plan to allow EGSs to supply and to serve customers under Duquesne

23 Light's proposed TOU program. Section VI addresses possible modifications to

14257440v1
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satisfy the Company's Altemative Energy Credit ("AECs") obligations during the

DSP VIII period.

II. OVERVIEW OF DUOUESNE LIGHT'S DSP VIII PROCUREMENT PLAN

a. Please summarize Duquesne Light's proposed supply procurement plan for

default service customers.

A. The DSP VIII procurement plan provides for 100% of default service power

supply needs during the 48-month period from June 1,2017, through May 31,

2021. As in DSP VII, portfolios of supply products will be separately procured

for each of four different customer classes: Residential &. Lighting

("Residential"), Small Commercial & Industrial ("Small C&I"), Medium

Commercial & Industrial ("Medium C&I"), and Large Commercial & Industrial

("Large C&I"). Default service supply for each of the customer classes will be

procured through competitive RFPs for fixed-price, full requirements, load-

following products.l A depiction of the procurement products and the timeline

for procurement is shown in Exhibit JP-l, and Figure I below summarizes the

different classes' supply product portfolios.

^ Except the Large C&I default service will be based on a day-ahead hourly price supply product.
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Figure 1: Overview of Supply Portfolios by Customer Class

Residential&
Lighting

Six-month fixed

default service

supply rates

Transitioning to

50% of supply
from one-year and

50% of supply

from two-year full
requirements

supply products

with laddered

purchases

Products are

procured every six
months within
three months of
start of delivery

Approximately

3l% of total

system load

Small C&I
< 25 kW)

Six-month fixed

default service

supply rates

Transitioning to

50% ofsupply
from one-year

and 50% of
supply from two-
year full
requirements

supply products

with laddered

purchases

Products are

procured every

six months

within three

months of start

of delivery

Approximately
5%o oftotal
system load

Medium C&I
(2 25 kW and

< 300 kw)2

o Three-month

fixed default

service supply

rates

o l}0%oofsupply
from three-

month full
requirements

supply products

that are not

laddered

o Products are

procured every

three months

within three

months of start

of delivery

o Approximately
l9oA oftotal
system load

Large C&I
(> 3oo kw)r

Hourly price

default service

supply rates

100% of
customer usage

priced at day-

ahead hourly
energy prices

Pass through of
other PJM and

administrative

costs

New RFP

process where

product is
procured every

twelve months

within three

months of start

of delivery

Approximately
45o/o of total
system load

2

3 Q. Why does the DSP VUI Plan include different default serrice supply

4 portfolios for different customer classes?

5 A. Different customer classes should have a customized procurement strategy that

6 focuses on the specific needs of each customer class. Residential and Small C&I

' The Company plans to lower the upper threshold for the Medium C&I class from <300 kW to <200 kW
on June 1,2019 should the Large C&I RFP indicate competitive bidding.

' The Company plans to lower the threshold for hourly price service from >300 kW to 2200 kW on June 1,

2019 should the Large C&l RFP indicate competitive bidding.
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customers on default service will benefit from having greater assurances of price

stability, while the Medium C&I and Large C&I customers generally are better

able to manage the volatility of shorter-term default service prices. Having

tailored and separate default service supply portfolios for each class is consistent

with Commission guidance. Specifically, in its Second Default Service

Rulemaking Order, in its discussion of the "prudent mix" standard under Act I29,

the Commission stated:

The Commission notes there was substantial unanimity on this
point and agrees with the parties that the "prudent mix" standard

should be interpreted to allow for a class-specific product mix that

best matches the needs of each DSP customer class.a

By including tailored and separate supply portfolios for each of the various

customer classes, the Plan reflects the different needs and propensities of the

various customer classes, and helps in properly assigning costs and risks. The

supply product portfolios for the different customer classes take into account each

class' need for price stability, the different shopping propensity and market

sophistication of each customer class, and the Company's desire to develop the

competitive retail market in Duquesne Light's service area.

Residential and Small C&I

Please describe Duquesne Light's proposed default supply procurement plan

for Residential and Small C&I customers.

o De|ault Service and Retail Electic Markets, Docket No. L-2009-2095604 (Order entered October 4,
20|1) ("9econd Default Service Rulemaking Order"),p.69.

2r a.

22
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a.

A.

A. The supply portfolios for the Residential and Small C&I customer classes will

consist of a combination of twelve-month and twenty-four-month contracts, with

delivery periods overlapping on a semiannual basis. Accordingly, their default

service rates will change twice annually, once on June I't and once on December

I't. Residential default service supply will be split into 48 equal tranches, each

representing approximately 2.0835%o of the total Residential class default service

load in each hour. The Small C&I default service supply will be split into eight

laddered tranches, each representing 125% of the total Small C&I default service

load in each hour.

What are the supply portfolio changes that Duquesne Light is proposing fbr

Residential and Small C&I customers in this DSP VIII Plan as compared to

its existing DSP VII Plan?

The Company is proposing to transition to a product mix consisting of 50%

laddered one-year fixed-price full requirements ("FPFR") supply contracts and

50% laddered two-year FPFR supply contracts. Currently, the Company relies

exclusively on laddered one-year FPFR supply contracts to serve these customers.

In this Plan, the Company continues the laddering of supply products and will

continue to change the default service supply rates every six months as in DSP

VIL The proposed mix of one-year and two-year FPFR products and the semi-

annual overlapping of their delivery periods will provide Residential and Small

C&I customers greater assurances of price stability than the Company's current

supply portfolios. This modification reduces the likelihood of significant rate

14257440v1
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a.

A.

a.

A.

changes due to adverse circumstances or market conditions at any given time.

Duquesne Light witness Fisher discusses in detail the benefits of offering stable

default service rates to these customers in his direct testimony.

Why is the proposed procurement plan for Small C&I customers the same as

for Residential customers?

As in DSP VII, the Company's proposed procurement plan for Small C&I

customers is the same for Residential customers because both classes have similar

shopping levels and market sophistication. Therefore, it is reasonable to offer the

same procurement approach for both classes. To increase bidder participation in

the solicitations, the supply solicitations for these customer classes will be

conducted simultaneously. This also allows for costs to be efficiently managed.

Every solicitation will seek separate bids for the supply for each customer class,

and no cross-subsidization will occur.

Mr. Peoples, in DSP VII Duquesne Light proposed supply contracts for

Residential and Small C&I customers that extended into the DSP VIII period

(sometimes referred to as "overhang" contracts). Is the Company proposing

any overhang contracts that could extend beyond the DSP VIII period?

Yes. Like DSP VI and DSP VII, the Company has included overhang contracts

for Residential and Small C&I customers that will provide price stability benefits

to these small customers. These contracts will avoid subjecting these customers

to a "hard stop" with regard to their supply products at the end of the DSP VIII

14257440v1
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period. By so doing, the Company will avoid the need to replace all of the default

service supply for these customer classes in a short period of time at the end of the

DSP VIII period, a situation which could expose customers to magnified risks and

rate instability. Furthermore, the Company's Plan to include some overhang

contracts involves considerable procurement flexibility, as the solicitations for

these products are not scheduled until September 20lg,s so there is a significant

amount of time before new supply commitments extending beyond the DSP VII

period are made, should changes need to be made to the supply product mix due

to legislative or regulatory mandates. In the meantime, these solicitations remain

scheduled because they allow for the option for a fairly seamless continuation of

the laddered procurement cycle as Duquesne Light transitions from DSP VIII to

DSP IX.

The Company's DSP VIII proposal to include overhang contracts also

appears to be consistent with the Commission's reasoning in its DSP VII Order

and in its order to modify the DSP VI procurement plan.

Does the Company's procurement plan continue to include supplier load

caps for the RFPs to supply Residential and Small C&I default service

customers?

Yes, the Company proposes to maintain the 50% supplier load cap to serve

Residential and Small C&I customers in a given RFP equal to 50Yo of the number

of tranches solicited on that RFP date, rounded up to the nearest integer number

5 The supply product obtained in this solicitation that extends beyond May 31,2021 represents only 12.5%
of the default service load.

a.

A.
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A.

of tranches. See Exhibit JP-2. The Company will continue the practice approved

in DSP VII to apply no supplier load cap for the Medium C&I (and now for Large

C&I) solicitations, which are based on short-term market price supply products.

The Company has experienced that with delivery periods of the default service

supply products for Medium C&I customers only being three months, the effect

of supplier default is lessened, and there is a reduced need for load caps to guard

against the exposure resulting from a large supplier defaulting on its obligation.

Similar logic is applicable to the Larye C&I supply product, which is based on

day-ahead hourly prices.

Medium C&I

Please describe Duquesne Light's proposed default supply procurement plan

for Medium C&I customers.

The Medium C&I customer class currently includes non-residential customers

with peak demands greater than or equal to 25 kW but less than 300 kW. The

supply portfolio for this class will be comprised entirely of three-month contracts,

with 100% of the supply replaced every three months. The Medium C&I default

service supply will be split into four equal tranches of 25o/o of the total Medium

C&I default service load in each hour. Accordingly, the Medium C&I default

service rates will change quarterly, on June I st, September 1st, December I st, and

March lst.
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A.

Is Duquesne Light proposing any changes for Medium C&I customers in this

DSP VIII Plan as compared to its existing DSP VII Plan?

There are no proposed changes to the supply portfolio or overall procurement

approach for Medium C&I customers. However, as I discuss further below, the

Company currently plans to lower the upper threshold for the Medium C&I class

from < 300 kW to < 200 kW on June 1, 2019, pending the successful competitive

auctions for Large C&I customers in years2017 and 2018.

What is the contingency plan should an RFP for fixed price full requirements

service for Medium C&I, Small C&I, or Residential customers fail to garner

a sufficient number of bids to be deemed competitive, the Commission does

not approve the submitted bids, or a winning bidder defaults on its

obligation?

If for any reason an RFP fails to gamer a suffrcient volume of bids to be deemed

competitive, the Commission does not approve the submitted bids, or a winning

bidder defaults on its obligation, Duquesne Light acknowledges that it ultimately

has the obligation to provide the associated portion of the default service supply.

The Company's first recourse will be to reinitiate an RFP to obtain the necessary

requirements on a fixed price, full requirements basis. Duquesne Light will make

every attempt to qualify a third party supplier in this fashion. Should that not be

achievable or timely enough, Duquesne Light proposes to meet this obligation on

an interim basis through purchases in the PJM spot market. Depending on the

situation, this could be for a portion of or all of the default service load in a

a.

A.

14257440v1 11
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A.

a.

A.

particular customer class. The Company will recover all of the costs of such

purchases and all reasonable administrative costs from the default service

customers in the affected customer class. Duquesne Light will submit to the

Commission within fifteen days after any such occurrence more information on

its contingency plan to handle any default service supply shortfall. To date, this

situation has not yet occurred in Duquesne Light's service territory with respect to

serving Medium C&I, Small C&I, or Residential default service customers.

Laree C&I

Please describe the Company's proposed default service supply procurement

plan for Large C&I customers.

The Large C&l customer class currently includes non-residential customers with

peak demands greater than or equal to 300 kW. Large C&I customers will be

offered default service rates based on hourly day-ahead PJM energy market

prices. Customers also will be charged a pass through of PJM capacity and

ancillary services costs as well as the administrative costs of providing hourly

price service ("HPS").

What changes is Duquesne Light proposing with respect to its Large C&I

customer default service plan?

In this plan, the Company is proposing to make several significant changes for the

Large C&I default service product. First, the Company is proposing on June 1,

2017 to simplify the structure and administration of HPS in an effort to lower the

14257440v1 t2
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Company's administrative costs that HPS customers currently pay. Second, the

Company is proposing to conduct an RFP for third-party suppliers to supply this

service using an open and competitive solicitation process for full requirements

supply. Third, once these changes are in place and have been successfully tested,

the Company plans to lower the kW threshold for HPS from > 300 kW to z 200

kW beginning on June l, 2019.

a. Please describe the Company's proposal to simpliff the structure and

administration of HPS.

A. Duquesne Light began offering HPS over eleven years ago in January 2005 at the

start of DSP IIL Duquesne Light's HPS program was developed well before that

of other Pennsylvania EDCs, and as Duquesne Light witness Fisher testifies,

Duquesne Light was one of the first utilities in the nation to offer HPS to all

customers greater than or equal to 300 kW. The Company essentially was a

pioneer in providing this service. During the DSP III period, Duquesne Light

offered Large C&I customers HPS default service at real-time hourly rates. In the

DSP IV proceeding, however, Duquesne Light entered into a settlement, which

modified its original program based on real-time hourly prices to one based on

day-ahead hourly prices in response to concerns raised by Large C&I customers

in Duquesne Light's service area, represented by the Duquesne Industrial

Intervenors ("DII"). This modified program gave Large C&l customers that

elected default service a better opportunity to manage their electricity usage and

supply costs by providing customers with advanced notice of hourly energy

r314257440v1
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prices. This modified structure, agreed to in DSP IV, effectively provided HPS

customers with considerable flexibility, offering customers with the option of

buying spot energy in either the day-ahead and/or real-time energy markets. This

HPS structure became effective January l, 2008 and is still in place today in DSP

VII. However, this structure is far more complicated from an administrative

perspective than the HPS programs that were developed later at other

Pennsylvania electric distribution companies ("EDCs"). Under the Company's

current HPS program, the Company is required to provide an hourly load forecast

for each and every HPS customer by 8 am each business day. Each HPS

customer then has the option to modify that schedule each day prior to l0 am.

Energy in a day-ahead schedule, subject to modification by each customer, is

purchased in the day-ahead energy market with differences between the scheduled

load and actual customer consumption settled in the real-time market. These

purchases in the day-ahead and/or real-time energy markets are tracked and

reconciled on a customer-by-customer basis.6

The Company is proposing to simpli$ the current load scheduling, energy

pricing, and billing processes for HPS. The Company proposes to charge l00%o

of HPS customers' actual hourly usage at the day-ahead hourly energy prices.

This will continue to allow customers to manage their electricity usage and supply

costs by providing customers with advanced day-ahead notice of hourly energy

u Other Pennsylvania EDCs do not require daily schedules for individual HPS customers. PPL and
FirstEnergy EDCs do not offer day-ahead pricing. Instead, customers pay real-time hourly prices. PECO
offers day-ahead pricing. None of the other EDCs has a process for customers to elect a combination of
day-ahead and/or real-time pricing, and none of the other EDC programs requires an energy reconciliation
process to balance the differences between scheduled load and actual consumption on a customer-by-
customer basis.
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a.

A.

prices, and also will eliminate the customers' uncertainty associated with the ex-

post real-time price reconciliation. From the Company's perspective, this change

will a) eliminate the need to submit day-ahead hourly load forecasts for each HPS

customer, b) eliminate the need to be prepared to receive modifications to those

day-ahead hourly load forecasts from each HPS customer, c) eliminate the need to

reconcile the difference between the day-ahead hourly load forecast and actual

hourly customer usage at real-time prices for each HPS customer, and then d)

eliminate the need to bill those reconciled amounts to each HPS customer.

These changes in the HPS structure are an important first step to facilitate

the Company's other proposals related to providing HPS, namely the proposal to

conduct an RFP for third-party suppliers to supply HPS and to lower the kW

threshold with the goal to include more customers on HPS. Without these

structural changes, these other initiatives would be more difficult, if not

impossible, to implement.

Please describe the Company's proposal to conduct an RFP for third-party

suppliers to supply HPS using an open and competitive solicitation process.

Duquesne Light will conduct a solicitation in March of each year of DSP VIII for

HPS full requirements supply to be delivered over a twelve month period from

June l't through May 3l't. Two tranches will be solicited, with each tranche

representing 50% of the default service load (or about 25 MW of peak load). The

supplier (or suppliers) with the lowest fixed price bids (expressed in dollars per

MWH) will be selected as the winners of the HPS solicitation. In addition to the

l514257440v1
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winning bid price offered by the supplier, each winning supplier will be paid for

their share of the associated energy, capacity, and ancillary service charges billed

to HPS customers pursuant to Rider 9 in Duquesne Light's Retail Tariff. The

winning suppliers fixed price bids will be designed to compensate suppliers for

the associated renewable energy supply costs, the energy balancing costs

associated with day-ahead schedules versus customer actual consumptiono and

any other third-party supplier administrative costs of providing HPS.

After all these years of Duquesne Light supplying this service, why is the

Company proposing to conduct an RFP for third-party suppliers to supply

HPS in DSP VIII?

When Duquesne Light initially proposed HPS during its DSP III proceeding, the

Company proposed to rely on a competitive wholesale solicitation process, but the

Company later agreed to self-supply this service in response to the comments

provided by Large C&I customers (represented by DII) and its desire to have

Duquesne Light procure the supply directly from the PJM market.T As a result,

Duquesne Light has been self-supplying HPS since January 2005.8

Once other EDCs in Pennsylvania completed their transition periods, they

developed their own form of HPS. All the other major EDCs in Pennsylvania

' In that case, DII stated that, "Duquesne's proposal to offer Hourly Price Service ("HPS") POLR rates for
Large C&l customers should be revised so that the HPS POLR rate reflects a spot market PJM rate for
energy, capacity and ancillary services. This type of HPS rate would not require an auction or RFP since it
is based on transparent prices obtained from PJM." DII argued that because all aspects of the HPS product
"are based on readily-accomplished PJM transactions and scheduling, Duquesne can administer the product
rather than a third party." Direct Testimony of Stephen Baron on behalf of DII, Docket No. R-00032071,
February 2004, pp. 9 and 20.
t Duquesne Light obtains the HPS supply directly from PJM markets and passes through actual (day-ahead
energy, real-time ancillary services, and capacity) supply charges.
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have adopted the solicitation approach of requiring third-party suppliers to bid a

"fixed price adder" to cover certain non-energy costs and administrative costs,

although these HPS programs vary somewhat in their structures.e During the DSP

VII proceeding, the Retail Energy Supply Association ("RESA") recommended

that the Company adopt a solicitation approach as well. Duquesne Light opposed

RESA's recommendation in the DSP VII proceeding given the lack of a specific

proposal and the fact that Duquesne Light's current HPS structure is not

conducive to having a third party supplier provide HPS.|0 Since the DSP VII

proceeding, Duquesne Light has had more time to consider the necessary changes

to facilitate a solicitation process (already discussed above) and is proposing in

DSP Vil to adopt a solicitation process similar to that used by other Pennsylvania

EDCs.

If the proposed solicitation process is not successful in attracting third-party

suppliers to supply HPS, what is the Company's contingency plan?

The Company would still move forward with its proposal to simplifu the current

load scheduling, energy pricing, and billing processes described above, but

Duquesne Light would supply HPS based on the formula rate in Rider 9, as

provided in Duquesne Light witness Ogden's testimony. In addition, the

Company would recover the HPS-related costs of the associated renewable energy

n This fixed price adder is passed through to Large C&I customers,

to In DSP VII, RESA did not offer any specifics on how its proposal could be implemented or why third
party suppliers would want to participate under the current HPS program's terms and conditions. RESA
explained that Duquesne Light would be in the best position to determine what, if any, changes are needed
to the language in Rider 9 to effectuate a change toward a competitive solicitation process. (RESA
Discovery Response to Duquesne Industrial Intervenors, Set I-3.)

a.

A.
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A.

a.

A.

supply, energy balancing, and any incremental administrative costs incurred by

the Company, subject to reconciliation, that is not recovered elsewhere in

Duquesne Light's Retail Tariff.

Please elaborate on the Company's plan to lower the kW threshold for HPS

beginning on June lr20l9.

Once the recommended structural changes to HPS and the solicitation processes

are in place and have been successfully tested, the Company plans to lower the

kW threshold for HPS from > 300 kW to >200 kW beginning on June l, 2019.

Why is the Company proposing to lower the HPS threshold on June lr2019,

and not sooner?

There are several reasons. First, Duquesne Light is still in the process of

installing smart meters, and not all C&I customers with peak demands > 200 kW

currently have the meters and the necessary communications equipment in place

necessary to offer HPS by June 1, 2017. Second, before expanding the HPS

program to more customers, Duquesne Light believes it is important to evaluate

the potential impact of these changes on HPS customers. For example, how will

the proposed changes affect the overall level of administrative costs of the HPS

program, taking into account a) the changes in Duquesne Light's administrative

costs (e.g., the additional costs associated with administering RFPs and the cost

savings associated with the simpler proposed structure), and b) the administrative

costs of third-party suppliers based on the results of future solicitations. At this

l814257440v1
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time, it is unclear what the overall cost implications will be for HPS customers or

whether third party suppliers will be interested in this type of solicitation given

the high level of switching that has already occurred among Large C&I customers

in Duquesne Light's service area. Third, it is important that the affected default

service customers receive sufficient notice before being placed on HPS. This will

allow customers with peak demands greater than or equal to 200 kW and less than

300 kW more time to consider their supply options.

RFP Solicitations

Is Duquesne Light proposing to engage a third-party to assist in the RFP

processes to obtain supply for the Large C&I, Medium C&I, Small C&I, and

Residential customer classes?

Yes. Consistent with past practices, Duquesne Light proposes to engage an

independent third party to monitor and conduct the RFP solicitations, including

qualifying bidders, conducting bidder information sessions, receiving and

evaluating all bids, determining winning bidders, and reporting to the

Commission. This will help ensure the bid process is fair and independently

monitored, and that all information is provided to bidders in a non-discriminatory

fashion. In DSP VIII, the independent evaluator also will assist in a new RFP

process to obtain HPS supply for Large C&I customers on default service.
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III. THE DEFAULT SERVICE PLAN SATISFIES ACT 129 RE,OUIREMENTS

a. Mr. Peoples, have you reviewed Act 129's provisions regarding default

service procurement?

A. Yes, I have. The Act amends Section 2807(e)(3) of the Public Utility Code (66

Pa. C.S. $2807(eX3)) by adding requirements to be applied to default service

procurement. These provisions include the use of "competitive procurement

processes" to obtain a "prudent mix" of contracts that is designed to ensure

"adequate and reliable service" at the "least cost to customers over time." In

approving a default service provider's plan, the Commission is required to make

specific findings that "the default service provider's plan includes prudent steps

necessary to negotiate favorable generation supply contracts... [and] includes

prudent steps necessary to obtain least cost generation supply contracts on a long-

term, short-term and spot market basis." The Act also specifies that the

Commission shall make a finding that "neither the default service provider nor its

affiliated interest has withheld from the market any generation supply in a manner

that violates federal law." The Act also gives the default service provider the

right to recover on a full and current basis all reasonable costs incurred under a

Commission-approved competitive procurement plan.

a. Do you believe that Duquesne Light's proposed DSP VIII incorporates a

prudent mix of contracts, and includes prudent steps necessary to obtain

2014257440v1
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least cost generation supply contracts, as required by Section 2807(eX3.4)

and Section 2807(e)(3.7'1 of the Act?

A. Yes, in his direct testimony, Duquesne Light witness Fisher explains that the DSP

VIII Plan satisfies these requirements.

Are there any other findings regarding Act 129 that the Company is

requesting the Commission to make as part of this proceeding?

Yes. The Act specifies that the Commission shall make a finding that "neither the

default service provider nor its affiliated interest has withheld from the market

any generation supply in a manner that violates federal law." Duquesne Light

owns no generation resources, and has not withheld from the market any

generation supply in a manner that violates federal law. The affiliates of

Duquesne Light own in the aggregate less than0.07%o of the generation capacity

in PJM. Duquesne Light does not discuss generation market-related issues with

its affiliates. However, Duquesne Light can affirmatively state that there has been

no determination by a court or regulatory agency of competent jurisdiction that

any of its affiliates have withheld from the wholesale energy market any

generation supply in a manner that violates federal law. Consequently, the

Company requests that the Commission make a finding that neither the default

service provider nor its affiliated interest has withheld from the market any

generation supply in a manner that violates federal law.
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IV. SUPPLIER MASTER AGREEMENT

a. Is Duquesne Light proposing to use the same default service SMA for DSP

VIII that it is using for DSP VII?

A. The Company will continue to use the SMA template that was developed by the

Procurement Collaboration Working Group.ll However, the Company will make

a few modifications in DSP WII in order to a) accommodate an RFP for hourly

price service to serve Large C&l customers, b) capture nomenclature changes that

have been implemented at PJM in the past two years, c) expand the assignment

provisions, and d) allow for the potential allocation of any solar altemative energy

credits ("AECs") that Duquesne Light might procure in the future during the DSP

VIII period toward the default service suppliers' AEPS obligations.t' A redlined

SMA highlighting these changes is presented in Exhibit JP-3. The Large C&I

provisions in the SMA are similar to that used for other procurement classes but

rather than pay the winning bidder a fixed price for full requirements service,

suppliers are paid a fixed administrative charge plus variable payments based on

the formula rate specified in Rider 9 of the Retail Tariff.

a. Why is Duquesne Light proposing to make these modifications?

rr In the Commission's Default Service End State Order in the Investigation of Pennsylvania's Retail
Electricity Market, the Commission directed the Office of Competitive Markets Oversight to create a

Procurement Collaboration Working Group. This working group was tasked with developing a uniform
default service SMA for the EDCs in Pennsylvania. Duquesne Light actively participated in the
Procurement Collaboration Working Group, including the development of the SMA. (Iwestigation of
Pennsylvania's Retail Electricity Market: End State of Default Service, Docket No. I-201 l-2237952 (Order
entered February 15,2013), p. 42.

12 This change is discussed later in my testimony.
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1 A. These changes are necessary to further enhance and improve the RFP process,

2 andlor to remain current with modifications that PJM or the PUC have made in

3 the past two years.

4

5 Q. How is the SMA structured?

6 A. The main body of the SMA consists of a uniform template. Individual EDCs,

7 such as Duquesne Light, specify unique requirements associated with their default

8 service supply in appendices to the SMA. Such requirements relate to supply

9 product term length and size, credit ratings and unsecured credit thresholds, mark-

10 to-market calculations, delivery points, responsibility for various PJM line item

l1 charges, and AEPS compliance.

t2

13 a. Will wholesale suppliers be allowed to propose modifications to the SMA

14 once it is approved?

15 A. No, they will not. Each supplier will have the same rights and obligations when

16 supplying default service load. Using an identical SMA across all suppliers

17 allows for a competitive bidding process in which winning suppliers are

18 determined solely based on lowest price.

l9

20 V. TIME OF USE PROGRAM

2l

22 a. Please briefly describe the Company's proposed TOU program.
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a.

A.

A. The Company is offering eligible Residential customers the opportunity to receive

their electric supply on a "Time of Use" basis beginning June I, 2016. This

service offering involves charging customers higher prices for power delivered

during "on-peak" periods, and lower prices for power delivered during "off-peak"

periods.

Which customers will be eligible for TOU service under the proposed

program?

Approximately 200,000 qualified Residential customers will be eligible for TOU

service beginning June l, 2016. The eligibility of these customers will be

predicated on the extent the Company has installed the necessary metering and

communication systems.

How will power for the TOU service be supplied?

As part of the DSP Vil plan, the Company recently conducted an RFP for TOU

supply that will cover the delivery period June 1,2016 through May 31,2017.

The TOU RFP successfully obtained two EGSs that will provide TOU rates for

Residential customers. Based on the results of the RFP, eligible Residential

custorners will be able to choose between two different TOU time periods and

price levels. Duquesne Light will promote the TOU rate offerings that are being

marketed by the two winning EGSs on the Company website. The two winning

EGSs will offer TOU rates only to eligible Residential customers that have the

necessary metering and communications systems. Eligible Residential customers

a.

A.
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a.

A.

who elect TOU service will become EGS customers and will be enrolled by the

EGS providing the TOU service.

a. Will the winning EGS suppliers be required to supply TOU service to

participating customers during the term of the DSP VII TOU program

ending May 31, 2017?

A. Yes. The winning EGSs will be prohibited from discontinuing service to

individual participating customers, unless such customer selects another

competitive retail offer from the TOU supplier, switches to another EGS, or

affirmatively elects to return to default service.

Will Duquesne Light continue to make TOU service available to customers

beyond May 31, 2017?

The Company intends to make a TOU filing to the Commission in November

2016 describing the results of this year's TOU program and the level of customer

enrollment. The Company's current plan is to continue to encourage EGS-

supplied TOU offers beyond May 31,2017. During the DSP VIII plan, the

Company will continue the process of installing interval meters to all customer

classes. As more customers are connected to smart meters and AMI data systems

are available and tested, the number of eligible TOU customers will increase.

The Company plans to increase the number of Residential customers eligible for

TOU service through the DSP VIII plan. Also, within the DSP VIII plan, Small

C&I and Medium C&I customers will become eligible for TOU service. By June

14257440v1 25



1 1 , 2016, EGSs capable of providing "bill ready" or "dual bill" services will be

2 able to offer a myriad of TOU rates to customers with different time periods

3 specified at different price levels. By Jwre20l7, the Company will also provide

4 EGSs with the ability to identiff customers with interval meters on the Eligible

5 Customer List. These changes will allow EGSs more flexibility to craft products

6 based on different time periods tailored to the needs of customers, and the TOU

7 Program will not be limited to a few EGSs. These changes will further enable the

8 TOU programs served by EGSs.

9

10 VI. ALTERNATIVE ENERGY CREDIT PROCUREMENT

11 a. How does the Company currently meet its Alternative Energy Credits

12 ("AECs") obligations under the Pennsylvania Alternative Enerry Portfolio

13 Standard?

14 A. The Company is responsible for the AEC obligations only associated with default

15 service load.r3 The Company enters into SMAs with the winning full

16 requirements default service suppliers serving Residential, Small C&I, and

l7 Medium C&I customers. Each winning supplier is responsible for its percentage

18 share of the AEC obligations based on the number of tranches won for each

19 customer class. These suppliers, in aggregate, are responsible for meeting 100%

20 of the Company's AEC obligations associated with these customer classes.

'' EGSs are responsible for meeting the AEC obligations associated with the customers they serve.

14257440v1 26
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A.

Duquesne Light currently satisfies the AEC obligations for the Large C&I

customers on HPS.la

Is the Company proposing any changes to its AEC procurement

methodology?

Yes, there are two proposed changes. First, the Company plans to obtain Large

C&I customer HPS supply from third-party suppliers using full requirements

contracts similar to those used for other customer classes. Therefore. the

Company will no longer need to obtain the AECs for these customers beginning

June 1, 2017. Instead, third-party suppliers will meet this obligation as part of the

full requirements contract to provide HPS. Second, as Duquesne Light witness

Davis describes in his direct testimony, the Company is proposing to evaluate the

benefits of entering into long-term contracts for the procurement of up to 20 MW

of solar AECs. If Duquesne Light enters into long-term contracts for solar AECs,

Duquesne Light will continue to require each full requirements default service

supplier to transfer AECs to Duquesne Light corresponding to the AEPS

obligations associated with the amount of default service load served by that

supplier. The primary change is that Duquesne Light will allocate any AECs that

it procures toward the default service suppliers' AEPS obligations in accordance

with the percentage of default service load served by each supplier. I have

included language in the Company's SMA to address the possibility that AECs

'o AECs are purchased by Duquesne Power, LLC ("Duquesne Power") on behalf of Duquesne Light.
Duquesne Power, an affiliate of Duquesne Light, has energy traders who routinely procure AECs. These
AECs are transferred to Duquesne Light in an at-cost manner from Duquesne Power.
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could be allocated to third-party suppliers if Duquesne Light enters into long-term

contracts for AECs at some point during the DSP VIII period.

Will prospective default service bidders know the number of AECs allocated

to them prior to their bids?

Yes, during each default service solicitation, at a time prior to the bid due date,

Duquesne Light will inform bidders of the number of AECs, if any, to be

allocated per tranche for each customer class. Once the default service RFP for a

given tranche is completed, there will be no change in the AEC allocation for that

tranche. Any AECs allocated to a default service supplier will not actually be

transferred to the supplier but instead will be credited to that supplier's AEPS

obligation and remain the property of Duquesne Light. The value of any allocated

AECs would be included in default service supplier bids.

Does this conclude your direct testimony?

Yes, it does.

a.

A.
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VERIFICATTON

I, John Peoples, Manager, Energy Supply for Duquesne Light Company ("Duquesne Light"), hereby

state that the testimony sel forth in Duguesne Light Sutement No. 2 is true and correct to the best of my

knowledge, information and belief, and that if asked orally at a hearing on this matter, my answers would be

as set forth herein.

I understand that the statements herein are made subject to the penalties of 18 Pa.C.S. $ 4904

relating to unsworn falsification to authorities.

Date: April29,2016
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DSP vlll Plan for the Smll C&l Clas(<25 kwl
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DSP Vlll Plan for the Medium C&! Class (:25 kW and <!t0O kwl

Supply Etes adjust *ry the modhs.
tThe Company prcposes to lowerthe upperthrcshold forthe Medium c&l cla$ fbm <3oo kw to <2(xt kW on lune 1, 2019.

RFP Oates

at 2018

Jan Feb Mar ADr Mav lun Jul Auc Seo Oct Nov Dec

2019
Fah M.. Ah. M.v l"n fttl Ailo qF6 Od Nnv D..

aa &l
MaFu (l(xlx)
Jun.17 (1m96)

setr17 (1mt6)

De-17 (10el)
Mar-1t (1dtt6l

Jun-lt (10096)

Sep-18 (100t6)

Dec-18 (1(x'r6)

Mar-19 (10096)

Jun-19 (1mt6)

sep-19 (100%)
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DSP Vlll Plan for the Large C&l Class (: 3OO lltl4r

Supply Ete5 adjust hildy.
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DSP Vlll RFP Schedule

March 2017

Residential
18 37.5% 12 Months June 2017 - Mav 2018

6 72.5% 24 Months June 2017 - Mav 2019

Small C&l
3 37.s% 12 Months June 2017 - Mav 2018

7 725% 24 Months June2OtT - Mav 2019

Medium C&l 4 L00% 3 Months June 2OL7 - August 2017

Laree C&l 2 700% 12 Months June 2017 - Mav 2018

June20t7 Medium C&l 4 100% 3 Months September 2017 - November 2Ot7

Seotember 2017

Residential
18 37.5% 12 Months December 2077 - November 2018

6 !2.5% 24 Months December 201,7 - November 2019

Small C&l
3 37.5% 12 Months December 2077 - November 2018

1 !2.5% 24 Months December 2017 - November 2019

Medium C&l 4 too% 3 Months December 2017 - Februarv 2018

December 2017 Medium C&l 4 L00% 3 Months March 2018 - Mav 2018

March 2018

Residential
1,2 2s.0% 12 Months June 2018 - Mav 2019

6 72.5% 24 Months June 2018 - Mav 2020

SmallC&l
2 25.O% 12 Months June 2018 - Mav 2019

1 72.5% 24 Months June 2018 - Mav 2020

Medium C&l 4 700% 3 Months June 2018 - Aueust 2018

Laree C&l 2 700% 12 Months June 2018 - May 2019

June 2018 Medium C&l 4 roo% 3 Months Seotember 2018 - November 2018

September 2018

Residential
1,2 25.0% 12 Months December 2018 - November 2019

6 725% 24 Months December 2018 - November 2020

Small C&l
2 25.O% 12 Months December 201-8 - November 2019

1 12.5% 24 Months December 2078 - November 2020

Medium C&l 4 700% 3 Months December 2018 - Februarv 2019
December 2018 Medium C&l 4 700% 3 Months March 2019 - Mav 2019

March 2019

Residential
t2 25.0% 12 Months June 2019 - Mav 2020

6 L2.5% 24 Months June 2019 - Mav 2027

SmallC&l
2 2s.o% 12 Months June 2019 - Mav 2020

7 72.5% 24 Months June 2019 - Mav 202!
Medium C&l 4 ]oo% 3 Months June 2019 - Aueust 2019

Laree C&l 2 700% 12 Months June 2019 - Mav 2020
June 2019 Medium C&l 4 roo% 3 Months September 2019 - November 2019

Seotember 2019

Residential
L2 2s.0% 12 Months December 2079 - November 2020

6 12.5% 24 Months December 2079 - November 2021

Small C&l
2 25.0% 12 Months December 201,9 - November 2020

I 12.5% 24 Months December 2OI9 - November 2021

Medium C&l 4 too% 3 Months December 2019 - Februarv 2020
December 2019 Medium C&l 4 LOOYo 3 Months March 2020 - Mav 2020

March 2020

Residential
12 25.O% 12 Months June 2020 - Mav 2021
6 725% 24 Months June 2020 - Mav 2022

Small C&l
2 25.O% 12 Months June 2020 - Mav 2027
L 72j% 24 Months June 2020 - Mav 2022

Medium C&l 4 too% 3 Months June 2020 - August 2020

Laree C&l 2 roo% 12 Months June 2020 - Mav 2027
June 2020 Medium C&l 4 lNYo 3 Months Seotember 2020 - November 2020

September 2020

Residential
12 25.0% 12 Months December 2O2O - November 2021

5 72.5% 24 Months December 2O2O - November 2022

Small C&l
2 25.0% 12 Months December 2O2O - November 2021

1 12.5% 24 Months December 2O2O - November 2022
Medium C&l 4 t00% 3 Months December 2O2O - Februarv 2021

December 2020 Medium C&l 4 LOO% 3 Months March 2021- Mav 2021
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DSP Vlll Tranches and Supplier Load Caps

The supplier load cap to serve Residential and Small C&l customers in a given RFP will be maintained equal to 50% of the number of
tranches solicited on that RFP date, rounded up to the nearest integer number of tranches. The Company will continue the practice of
removing the supplier load cap for the Medium C&l (and now for Large C&l) solicitations, which are based on short-term market price

products.

March 2017
lune 2017

September 20L7
December 2017

March 2018

June 2018
September 2018
December 2018

March 2019

June 2019

September 2019
December 2019
March 2020

June 2020

September 2020
December 2020

Residential
24

24

18

1_8

18

L8

1_8

18

SmallC&l
4

4

3

3

3

3

3

3

Medium C&l

4

4
4

4

4

4

4

4
4

4
4

4

4

4

4

4

Large C&l

2

Total
34

4

32

4

27

4

25

4
27

4

25

4

27

4

25

4

RFP Date

March 2Ot7

ne2OL7

September 2017
December 2017
March 2018

June 201-8

September 2018
December 2018
March 2019

ne 2019
September 2019
December 2019
March 2020

ne 2020
September 2020
December 2020

Residential

72

L2

9

9

9

9

9

9

SmallC&l
2

2

2

2

2

2

2

2

Medium C&l

4

4

4

4

4

4

4

4

4

4

4

4

4

4

4

4

Large C&l

2

Total
20

4

L8

4

L7

4
15

4

L7

4

15

4

L7

4

15

4
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PENNSYLVANIA UNIVERSAL

DEFAULT SUPPLIER MASTER AGREEMENT

by and between

Duquesne Light Company

and

lrNSERrl

Dated [Month, D"y, Yearl
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PENNSYLVANIA DEEAULT SERVICE SUPPLIER MASTER
AGREEMENT

THIS DEFAULT SERVICE SUPPLIER MASTER AGREEMENT, made

and entered into this _ day of [Month, Day, Year] (the "Agreement") by and between

Duquesne Light Company (the "Company" and "Buyer"), a corporation and a public

utility organized and existing under the laws of the Commonwealth of Pennsylvania and

UNSERTI ("DS Supplier"), the Company and the DS Supplier hereinafter sometimes

referred to collectively as the "Parties", or individually as a"Prrty",

WITNESSETH:

WHEREAS, the Company is an electric public utility engaged, inter alia, in

providing retail electric service within its service territory located in the Commonwealth

of Pennsylvania; and

WHEREAS, the Pennsylvania Public Utility Commission ("PaPUC" or

"Commission") Orders issued pursuant to the Electricity Generation Customer Choice

and Competition Act, 66 Pa.C.S. $$ 2801-2812, direct Buyer to supply electric service to

Default Service Load within Buyer's Pennsylvania franchise service territory; and

WHEREAS, the PaPUC has found that, for periods further identified in

Appendix C, it would serve the public interest for the Company to secure Default Service

Supply ("DS Supply") through a competitive procurement process ("DS Solicitation")

and the PaPUC has approved such a process; and

WHEREAS, the Company has conducted and completed a successful DS

Solicitation for the provision of DS Supply, and the DS Supplier was one of the winning

bidders in the DS Solicitation; and
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WHEREAS, pursuant to the competitive bidding procedures of the DS

Solicitation, the Company and the DS Supplier desire to enter into this Agreement setting

forth their respective rights and obligations concerning the provision of DS Supply.

NOW, THEREFORE, in consideration of the mutual covenants and promises set

forth below, and for other good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged, the Parties hereto, intending to be legally bound, hereby

covenant, promise and agree as follows:

ARTICLE 1: DEFINITIONS

Any capitalized or abbreviated term not elsewhere defined in this Agreement shall

have the definition set forth in this Article.

Alternative Energy Credit or "AEC''- Shall have the meaning ascribed thereto in the

AEPS Act.

AEPS Act - The Pennsylvania Alternative Energy Portfolio Standards Act,73 P.S. $$

1648.1-1648.8.

Affiliate - Means, with respect to any entity, any other entity that, directly or indirectly,

through one or more intermediaries, controls, or is controlled by, or is under common

control with, such entity. For this purpose, "control" means the direct or indirect

ownership of fifty percent (50%) or more of the outstanding capital stock or other equity

interests having ordinary voting power.
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Allocated AECs - Shall mean the types and amounts of AECs specified on Appendix E.

Alternative Enerry Portfolio Standards or "AEPS" - Standards requiring that a

certain amount of electric energy sold to retail electric customers in the Commonwealth

of Pennsylvania be comprised of electricity generated from alternative energy sources, as

measured by AECs, in accordance with the requirements of the AEPS Act and provisions

of the Electricity Generation Customer Choice and Competition Act, 66 Pa.C.S. $$ 2812-

14, in effect on the Effective Date including, without limitation, any subsequent increases

in Tier I requirements under 66 Pa.C.S. $ 2814.

Ancillary Services - Shall have the meaning ascribed thereto in the PJM Agreements.

Applicable Legal Authorities - Those federal and Pennsylvania statutes and

administrative rules and regulations that govern the electric utility industry in

Pennsylvania. as they may be amended from time to time.

Auction Revenue Rights or "ARR" - The current or any successor congestion

management mechanisms as may be employed by PJM (whether set forth in the PJM

Agreements or elsewhere) for the purpose of allocating financial congestion hedges or

financial transmission auction revenue rights. As currently defined by PJM, ARRs are

entitlements allocated annually by PJM which entitle the holder to receive an allocation

of the revenues from the annual auction of financial transmission rishts conducted bv

PJM pursuant to the PJM Agreements.
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Bankruptcy Code - Those laws of the United States of America related to bankruptcy,

codified and enacted as Title 11 of the United States Code, entitled "Bankruptcy" and

found at ll U.S.C. $ 101 et seq., as such laws may be amended, modified, replaced or

superseded from time to time.

Billing Month - Each calendar month during the term of this Agreement.

Business Day - Any day on which the Company's and PJM's corporate offices are open

for business and commercial banks are not authorized or required to close in New York,

New York.

Capacity - "Unforced Capacity" as set forth in the PJM Agreements, or any successor,

measurement of the capacity obligation of a Load Serving Entity as may be employed in

PJM (whether set forth in the PJM Agreements or elsewhere).

Charge - Any fee, charge or other amount that is billable by the Company to the DS

Supplier under this Agreement.

Company - Duquesne Light Company.

Costs - With respect to the Non-Defaulting Party, brokerage fees, commissions and other
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similar transaction costs and expenses reasonably incurred by such Party either in

terminating any aftangement pursuant to which it has hedged its obligations or entering

into new arrangements which replace this Agreement; and all reasonable attorneys' fees

and expenses incurred by the Non-Defaulting Party in connection with the termination of

this Agreement.

Customer - Any person or entity who enters into a contractual agreement with the

Company to receive retail electric service including, without limitation, all persons or

entities taking service under a retail tariff, eligible to receive competitive electricity

supply from an EGS or DS, respectively, in accordance with the Applicable Legal

Authorities.

Damages - Financial compensation from the Defaulting Party to the Non-Defaulting

Party associated with the occurrence of an Event of Default or an Early Termination of

this Agreement. This compensation shall be assessed pursuant to Article 5 of this

Asreement.

Default Allocation Assessment - Shall have the meaning ascribed to it under the PJM

Agreements.

Defaulting Party - A Party to this Agreement that has caused or precipitated an Event of

Default or an Early Termination of this Agreement.
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Default Service or "DS" - Electric generation service that is provided at retail pursuant

to the Applicable Legal Authorities under the Company's retail electric tariffs and under

any other agreements or alTangements between the Company and Customers, to any

Customer that is not being served by an EGS.

Default Service Supply or "DS Supply" - All necessary Energy, Capacity, AECs for

AEPS Act compliance, Ancillary Services, all transmission and distribution losses and

congestion and imbalance costs associated with the provision of such services, and such

other services or products that the DS Supplier may be required, by PJM or any

govemmental body having jurisdiction, to provide in order to meet the DS Supplier

Responsibility Share for serving DS Load under this Agreement and as detailed in

Appendix C. For the avoidance of doubt, any reference in this Agreement to any other

agreement for DS Supply shall include any agreement between the Parties for the

provision of Energy to serve DS Load, even if such other agreement does not require

delivery of additional products (e.g., Capacity).

Delivery Period - The delivery period specified in Appendix C.

Delivery Point - Means the applicable zone of the Company as designated by PJM.

DS Customer(s) - Retail customers who are provided Default Service pursuant to the

terms of this Agreement, the Applicable Legal Authorities and the Company's retail

tariffs.

6
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DS Fixed Percentage - The percentage of DS Supply, as set forth in Appendix C.

DS Fixed Price - The price in dollars per MWh, as set forth in Appendix C hereto, as

determined pursuant to the DS Solicitation.

DS Fixed Price Adder For Hourly Price Service - The fixed price adder for Hourly

Price Service in dollars per MWh, as set forth in Appendix C hereto, as determined

pursuant to the DS Solicitation.

DS Load - Means the total sales at the retail meter, plus any losses and Unaccounted For

Energy (as defined by PJM), as reflected in PJM settlement volumes (including

adjustments required by PJM for PJM's derating in conjunction with implementation of

marginal losses as appropriate per PJM Agreements), expressed in MWh of retail

customers in a particular class of DS Customers being served by Company pursuant to

the PUC Orders, as such sales vary from hour to hour, in Company's Pennsylvania

franchise service territory, as such territory exists on the Effective Date or may increase

or decrease due to de minimis geographic border changes to the service territory that

exists on the Effective Date. The DS Load is net of any reduction in load as a result of

energy efficiency and demand side response programs offered by Company, PJM,

curtailment service providers, or other third parties, or any retail market programs. For

avoidance of doubt, DS Load shall not include (i) the amount of load that would

otherwise have been served in the absence of such energy efficiency or demand side
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response programs or retail market programs; or (ii) sales resulting from changes in the

Company's Pennsylvania service territory which occur as a result of a merger,

consolidation, or acquisition of another entity which has a franchised service territory in

Pennsylvania or a result of a significant franchise territory swap with another entity

which has a franchised service territory in Pennsvlvania.

DS Solicitation - The competitive bidding processes, procedures and rules employed by

the Company to competitively procure DS Supply for purposes of this Agreement.

DS Supplier - An entity that (i) has been selected through the DS Solicitation and has

accepted the obligations and associated rights to provide DS Supply to the Company for

retail customers in accordance with the Applicable Legal Authorities, (ii) has entered into

this Agreement with the Company as a Party, and (iii) is a PJM Member and registered

with PJM as a LSE.

DS Supplier Representative - Any officer, director, employee, consultant, contractor, or

other agent or representative of the DS Supplier in connection with the DS Supplier's

activity under this Agreement. To the extent the DS Supplier is a division or group of a

company, the term DS Supplier Representative does not include any person in that

company who is not part of the DS Supplier division or group.

DS Supplier Responsibility Share - The fixed percentage share of the Company's DS

Load for which the DS Supplier is responsible as set forth in Appendix C.
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DS Tariffs - The Company's existing schedules of rates and services provided to retail

customers as currently on file with the Commission and on the Company's website, as

thev mav be amended from time to time.

DS Variable Payments - The variable supplier payments in dollars based on the

Company's Hourly Price Service formula rate, as set forth in Appendix C hereto,

associated with serving the DS Supplier Responsibility Share of the DS Supply.

Early Termination - Termination of this Agreement prior to the end of the term due to

the occurrence of an Event of Default as specified in Article 5.2 of this Agreement and

the declaration of Early Termination.

Early Termination Date - The date upon which an Early Termination becomes effective

as specified in Article 5.2 of this Agreement.

Effective Date - The date designated on the cover page of this Agreement upon which

the terms of this Agreement were agreed to by the Parties.

Electric Distribution Company or "EDC" - A public utility providing facilities for the

transmission and distribution of electricitv to retail customers in Pennsvlvania.

9
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Electric Generation Supplier or "EGS" - A person or entity that is duly certified by

the Commission to offer and provide competitive electric supply to retail customers

located in the Commonwealth of Pennsylvania.

Emergency - (i) an abnormal system condition requiring manual or automatic action to

maintain system frequency, or to prevent loss of firm load, equipment damage, or

tripping of system elements that could adversely affect the reliability of an electric

system or the safety of persons or property; or (ii) a condition that requires

implementation of Emergency Operations Procedures as defined in the PJM Agreements

or PJM manuals; or (iii) any other condition or situation that the Company or PJM deems

imminently likely to endanger life or property or to affect or impair the Company's

electrical system or the electrical system(s) of other(s) to which the Company's electrical

system is directly or indirectly connected (a "Connected Entity"). Such a condition or

situation may include, but shall not be limited to, potential overloading of the Company's

transmission and/or distribution circuits, PJM minimum generation ('1ight load")

conditions, or unusual operating conditions on either the Company's or a Connected

Entity's electrical system, or conditions such that the Company is unable to accept

Energy from the DS Supplier without jeopardizing the Company's electrical system or a

Connected Entity's electrical system. Other additional emergencies can only be declared

by PJM, FERC, orthe PaPUC.

Energy - Three-phase, 60-cycle altemating current electric energy, expressed in units of

kilowatt-hours or megawatt-hours.

10
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Event of Default - A Party's breach of obligations under this Agreement as set forth in

Article 5 of this Agreement.

FERC - The Federal Energy Regulatory Commission.

Final Monthly Energy Allocation or "FMEA" - A quantity of Energy which, for any

Billing Month, is the PMEA adjusted for any billing or metering data received

subsequent to the calculation of PMEA of which PJM is notified within 60 days.

Fixed Price Transaction - A Transaction Confirmation that is not an Hourly Price

Transaction.

Force Majeure - Means an event or circumstance which prevents one Party from

performing its obligations under one or more transactions, including but not limited to,

riots or revolutions, demands or embargoes of the United States Government, fire, flood,

drought, insurrection, acts of God which are not within the reasonable control of, or the

results of the negligence of the affected Party and which, by the exercise of due diligence,

the Party is unable to mitigate or avoid or cause to be avoided. Notwithstanding the

foregoing, under no circumstance shall an event of Force Majeure be based on: (i) the

loss or failure of DS Supplier's supply; (iD DS Supplier's ability to sell the DS Supply at

a price greater than that received under any Transaction; (iii) curtailment by a utility

transmitting DS Supply; (iv) the Company's ability to purchase the DS Supply at a price

l1
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lower than paid under any Transaction; (v) any change in requirements of any

governmental authority; or (vi) labor stoppage or lockout.

Forward Market Price - The price for On-peak Energy Forward Price and Off-peak

Energy Forward Price as determined by averaging concurent broker quotes obtained by

the Company for the Market Price Hub as available.

Gains - With respect to any Party, an amount equal to the present value of the economic

benefit to it, if any (exclusive of Costs), resulting from an Early Termination of this

Agreement, determined in a commercially reasonable manner.

Generator Attribute Tracking System or "GATS" - the system owned and operated

by PJM Environmental Services, Inc. to provide reporting and tracking services to its

subscribers in support of the AEPS Act, or any successor credit registry selected by the

PaPUC. (As specified in Appendix E)

Guaranty - A guaranty, suretyship, hypothecation agreement, margins or security

agreement or any other document in the form attached to this DS Supplier Master

Agreement or other form approved by the Company.

Guarantor - Any party having the authority and agreeing to guarantee the DS Supplier's

financial obligations under this Agreement, recognizingthat such party shall be obligated

t2
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to meet the Company's creditworthiness requirements specified in this Agreement for

such DS Supplier.

Hourly Price Service - service provided to Large Commercial and Industrial Class

pursuant to the Company's DS Tariffs, Rider No. 9.

Hourly Price Transaction - A Transaction Confirmation for Hourly Price Service, as

shown on such confirmation.

Interest Index - The average Federal Funds Effective Rate for the period of time the

funds are on deposit. The Federal Funds Effective Rate is published daily on the Federal

Re serve web site (http : //www. federalreserve. gov/re lease slh 1 5 /up date ).

Kilowatt or ((kW" - Unit of measurement of useful power equivalent to 1000 watts.

Kilowatt-hour or 56kwht' - One kilowatt of electric power used over a period of one

hour.

Large Commercial and Industrial Class - Group of Rate Schedules itemized in

Appendix C that are eligible for Hourly Price Service DS Supply.

Load Serving Entity or "LSE" - An entity that has been granted the authority or has an

obligation pursuant to state or local law, regulation or franchise to sell electricity to retail
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customers located within the PJM Control Area as that term is def,rned in the PJM

Agreements or in successor, superseding or amended versions of the PJM Agreements

that may take effect from time to time over the term of this Agreement. The DS Supplier,

for purposes of this Agreement, is not a Load Serving Entity and nothing contained

herein shall be deemed to cause the DS Supplier to be a Load Serving Entity.

Losses - With respect to any Party, an amount equal to the present value of the economic

loss to it, if any (exclusive of Costs), resulting from an Early Termination of this

Agreement, determined in a commercially reasonable manner.

Margin - The amount by which the Total Exposure Amount exceeds the DS Supplier's,

or Guarantor's. credit limit as defined in Section 6.4.

Mark-to-Market ("MtM") Exposure Amount - Shall have the meaning ascribed to it

in Section 6.3 of this Asreement.

Market Price Hub - AEP Dayton Hub, a liquid pricing point located within PJM's

geographic footprint.

Maximum Credit Limit - The lesser of the applicable percentage of TNW or the

applicable credit limit cap as specified in Section 6.4 of this Agreement.
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Medium Commercial and Industrial Class - Group of Rate Schedules that comprise

the Medium Commercial and Industrial Class for DS Supply and itemized in Appendix

C.

Megawatt or MW - One thousand kilowatts.

Megawatt-hour or MWh - One megawatt of electric power used over a period of one

hour.

Merger Event - When a DS Supplier consolidates or amalgamates with, or merges into

or with, or transfers all or substantially all of its assets to another entity and either (i) the

resulting entity fails to assume all of the obligations of such DS Supplier hereunder in the

sole discretion of the Company or (ii) the benefits of any credit support provided pursuant

to Article 6 of this Agreement fail to extend to the performance by such resulting,

surviving or transferee entity of the DS Supplier's obligations hereunder, and the

resulting entity or its guarantor fails to meet the creditworthiness requirements of this

Agreement in the sole discretion of the Company.

Minimum Rating - A minimum senior unsecured debt rating as defined in Appendix A

of this Agreement.

Minimum Transfer Amount - S100.000.
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NERC - The North American Electric Reliability Corporation or its successor.

Network Integration Transmission Seruice or "NITS" - 'Network Integration

Transmission Service" under the PJM Agreements in effect as of the date of this

Agreement, or its successor, superseding or amended versions of the PJM Agreements

that may take effect from time to time over the term of this Agreement. In the event the

PJM Agreements are modified such that "Network Integration Transmission Service" is

no longer offered, Network Integration Transmission Service shall mean the type of

transmission service offered under the PJM Agreements that is accorded the highest level

of priority for scheduling and curtailment purposes.

Non-Defaulting Party - A Party to this Agreement who, at the time an Event of Default

occurs, is not itself in default of this Agreement and has not otherwise caused or

precipitated an Event of Default or Early Termination of this Agreement.

Off-Peak Enerry Forward Price - Means the price for Off-Peak Hours for each billing

month of the delivery period stated in terms of $/MWh as based on the most recent

publicly available information and/or quotes from Reference Market Makers on forward

energy transactions occurring at the Market Price Hub. In the event that the Market Price

Hub is no longer available or no longer representative of a transparent trading hub, the

Parties will negotiate in good faith to agree upon an altemate liquid price.
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On-Peak Energy Forward Price - Means the price for On-Peak Hours for each billing

month of the delivery period stated in terms of $/MWh as based on the most recent

publicly available information and/or quotes from Reference Market Makers on forward

energy transactions occurring at the Market Price Hub. In the event that the Market Price

Hub is no longer representative of a transparent trading hub, the Parties will negotiate in

good faith to agree upon an altemate liquid price.

PaPUC or Commission - The Pennsylvania Public Utilitv Commission or its successor.

PJM - PJM Interconnection L.L.C. or its successor.

PJM Agreements - The PJM OATT, PJM RAA, PJM OA and all other PJM

agreements, procedures, manuals and documents applicable to the Transactions covered

by or relating to this Agreement.

PJM Control Area - That certain Control Area encompassing electric systems in parts

of Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North

Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia, and the District of

Columbia, as may be modified from time to time, and which is recognized by the North

American Electric Reliabilitv Council as the "PJM Control Area".

PJM Member - A member in good standing of PJM that satisfies the requirements to

conduct business with PJM.
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PJM OA - The PJM Operating Agreement or the successor, superseding or amended

version of the PJM Operating Agreement that may take effect from time to time.

PJM OATT - The PJM Open Access Transmission Tariff or the successor, superseding

or amended version of the PJM Open Access Transmission Tariff that may take effect

from time to time.

PJM OI - The PJM Office of Interconnection, the system operator for the PJM Control

Area.

PJM RAA - The PJM Reliability Assurance Agreement or the successor, superseding or

amended version of the PJM Reliability Assurance Agreement that may take effect from

time to time.

PMEAJT'MEA Adjustment Amount - For any Billing Month, the monetary amount due

to the DS Supplier or the Company, as the case may be, in order to reconcile any

difference between the PMEA used for the purpose of calculating estimated payments

made to DS Supplier for a given month and the FMEA used for calculating the final

payments due to the DS Supplier for such month as more fully described in Article 9

hereof.
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Preliminary Monthly Enerry Allocation or "PMEA" - A quantity of Energy which,

for any Billing Month, is the preliminary calculation of the DS Supplier's DS Supplier

Responsibility Share.

Rate Schedule(s) - Shall mean the specified existing, ild modified or successor

customer rate schedule(s) in the electric service tariff of the Company filed with the

Commission.

Retiabitity First Corporation or "RFC" - The approved regional NERC entity with

responsibility for the Commonwealth of Pennsylvania.

Residential Class - Group of Rate Schedules that comprise the Residential Class for the

DS Supply and itemized in Appendix C

Rounding Amount - $100,000.

Settlement Amount - With respect to a Non-Defaulting Party, the net amount of the

Losses or Gains, and Costs, expressed in U.S. Dollars, which such Party incurs as a result

of Early Termination, as set forth in Section 5.a(a) of this Agreement. For the purposes

of calculating the Termination Payment, the Settlement Amount shall be considered an

amount due to the Non-Defaulting Party under this Agreement if the total of the Losses

and Costs exceeds the Gains and shall be considered an amount due to the Defaulting

Party under this Agreement if the Gains exceed the total of the Losses and Costs.
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Small Commercial and Industrial Class - Group of Rate Schedules that comprise the

Small Commercial and Industrial Class for DS Supply and itemized in Appendix C.

Statement - A monthly report prepared by the Company for the DS Supplier indicating

the amount due to the DS Supplier by the Company as compensation for DS Supply

supplied to DS Customers by the DS Supplier during the current Billing Month, in

accordance with DS Supplier's obligations under this Agreement.

Supply Day - Any calendar day during the term of this Agreement on which the DS

Supplier is providing, or is obligated by this Agreement to provide, DS Supply to the

Company's DS Customers.

Tangible Net Worth or "TNW" - Total assets less intangible assets and total liabilities.

Intangible assets include benefits such as goodwill, patents, copyrights and trademarks.

Termination Payment - A payment resulting from an Early Termination that is

calculated in accordance with Article 5.4.

Tier I AEC - Shall mean an AEC generated by a non-solar photovoltaic energy source

that will satisfy the non-solar Tier I requirements of the AEPS Act applicable to the

Company. (As specified in Appendix E)
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Tier I (Solar) AEC - Shall mean an AEC generated by a solar photovoltaic energy

source that will satisff the Tier I solar photovoltaic requirements of the AEPS Act

applicable to the Company. (As specified in Appendix E)

Tier II AEC - Shall mean an AEC generated by a non-solar photovoltaic energy source

that will satisfy the non-solar Tier II requirements of the AEPS Act applicable to the

Company. (As specified in Appendix E)

Total Exposure Amount - An amount calculated daily for the DS Supplier reflecting the

total credit exposure to the Company and consisting of the sum of (i) the Mark-to-Market

Exposure Amount arising under this Agreement; (ii) any amount(s) designated as the

"Mark-to-Market Exposure Amount" arising under any other DS Supply agreements

providing for "DS Supply" or similar default service; and (iii) the amount designated as

the "credit exposure" under any other DS Supply agreements providing for DS Supply or

similar default service; provided that in the event the amount calculated for any day is a

negative number, it shall be deemed to be zero for such day.

Tranche - A fixed percentage share of the Company's DS Load for the Customer Group

as indicated in any given Transaction Confirmation, as specified in Appendix C.

Transaction - Means a particular agreement by which the Company purchases and the

DS Supplier sells DS Supply pursuant to this Agreement, the details of which are more

fully set forth in Exhibit I - Transaction Confirmation.
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Transaction Confirmation - Shall have the meaning ascribed to it in Appendix C and

Exhibit 1 of this Agreement.
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ARTICLE 2: GENERAL TERMS AND CONDITIONS

2,1 Capacity in Which Company Is Entering into this Agreement

The DS Supplier agrees and acknowledges that the Company is contracting for

the provision of DS Supply from such DS Supplier for Customers receiving Default

Service on the Company's electric system pursuant to the authorizations provided to the

Company. The DS Supplier further agrees and acknowledges that the Company will

administer and monitor the DS Supplier's performance in providing DS Supply under this

Agreement and that the Company shall be entitled to enforce the DS Supplier's

obligations related to the provision of DS Supply. The DS Supplier hereby permanently,

expressly and irrevocably waives any claim that Company is not entitled to seek

enforcement of this Agreement on behalf of Customers. It is the specific intention of the

Parties hereto that Customers and Customer groups are not third party beneficiaries of

this Agreement and that no Customer or Customer group shall seek enforcement of this

Agreement against the DS Supplier on their own behalf, either independently or by

joining in any legal proceeding brought by the Company.

The Parties acknowledge that the Agreement is a forward contract and,

accordingly, the Parties hereto are entitled to the protections of Section 556 of the

Bankruptcy Code. The Parties therefore agree that the Agreement may be terminated by

either Party upon the commencement of a proceeding by the other Party under any

chapter of the Bankruptcy Code in accordance with Article 5.2 of this Agreement.

2.2 Parties'Obligations

(a) Obligations of DS Supplier

The DS Supplier hereby agrees as follows:
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(D To provide service on a firm and continuous basis such that the supply

delivered for the term of the Agreement meets the terms and conditions set

forth in Appendix C;

(ii) To provide sufficient quantities of DS Supply on an instantaneous basis at

all times and supplied to the Delivery Point to meet the DS Supplier

Responsibility Share;

(iiD To procure those services provided by the PJM OI and to perform such

functions as may be required by the PJM OI that are necessa"ry for the

delivery of DS Supply required hereunder;

(i") To cooperate with the Company in any regulatory compliance efforts that

may be required to maintain the ongoing legitimacy and enforceability of

the terms of this Agreement and to fulfill any regulatory reporting

requirement associated with the provision of DS Supply, before the

PaPUC, FERC or any other regulatory body asserting jurisdiction;

(v) To pay to the Company the PMEAiFMEA Adjustment Amount for any

Billing Month in which the PMEA exceeds the FMEA, as more fully

described in Article 9 of this Agreement;

(vi) To accept assignment of and to fulfill all obligations of a LSE that are

assigned to it by this Agreement;

(vii) To comply in a timely manner with all obligations under this Agreement

imposed upon the DS Supplier; and

(viii) To comply with the AEPS requirements of the Company's Default Service

Plan, as detailed in Appendix E.
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(b) Obligations of the Company

The Company hereby agrees as follows:

(i) To pay to each DS Supplier every month an amount due, resulting from

the calculations, as detailed in Article 9 of this Agreement, subject to the

adjustments as expressed therein;

(ii) To pay to the DS Supplier the PMEA/FMEA Adjustment Amount for any

Billing Month in which the FMEA exceeds the PMEA, as more fully

described in Article 9 of this Agreement;

(iii) To provide to the DS Supplier its estimated aggregate load obligation

(capacity MW value) for each Supply Day no less than five (5) calendar

days prior to the day of delivery. Further, this information will be posted

in the DS Supplier's specific PJM eMTR account, or successor system or

process;

(iv) To comply in a timely manner with all obligations under this Agreement

imposed upon the Company;

(v) To accept the delivery of DS Supply necessary to meet the DS Load;

(ui) To be responsible (as between the Company and the DS Supplier) for the

provision of the Allocated AECs to satisff AEPS requirements; and

(vii) To be the Load Serving Entity for supply purchased under this Agreement.

2.3 Congestion and Congestion Management

The DS Supplier is responsible for any congestion costs incurred to meet the DS

Supplier Responsibility Share. The Company shall transfer or assign to the DS Supplier

the Company's rights to Auction Revenue Rights (ARRs) to which the Company is
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entitled as an LSE pursuant to the PJM Agreements, including the rights to ARRs,

provided that such rights are related to the service being provided to meet the DS

Supplier Responsibility Share and such rights are for the Delivery Period. All rights,

liabilities and obligations associated with such ARRs will accrue and be assumed by the

DS Supplier through the transfer or assignment from the Company to the DS Supplier

including the responsibility and ability of the DS Supplier to request or nominate such

ARRs when applicable and feasible. Should the conditions above not be met, the entity

recognized by PJM as having the right to make the nominations will nominate such

ARRs for the upcoming PJM planning period and such ARRs will be allocated to the DS

Supplier in accordance with the PJM Agreements based upon its DS Supplier

Responsibility Share.

PJM Services

The DS Supplier shall make all necessary uurangements for the delivery of DS

Supply through the PJM OI. The Company will advise the PJM OI of the magnitude and

location of each DS Supplier's actual DS Supplier Responsibility Share, as required by

the PJM OI, for the purpose of calculating such DS Supplier's appropriate DS Supply

requirements related to the provision of service under this Agreement by DS Supplier

arising under the PJM Agreements. The DS Supplier shall remain responsible to PJM for

the performance of its LSE obligations associated with the provision of DS Supply under

this Agreement until the effective date of the transfer of such LSE obligations.

The Company shall generate and provide via a Task Letter Attachment to DS

Supplier the PJM shortname(s) associated with supplier's unique contract type(s), as

necessary. Unique shortname(s) may be generated for each differing contract type. DS

2.4
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Supplier shall complete all required forms and processing to PJM to create shortname(s)

within the PJM system.

For the period of time this Agreement is in effect, both the Company and DS

Supplier shall have executed the PJM Declaration of Authority, and shall remain in effect

during the Term of this Agreement. In the event PJM requires that the Declaration of

Authority be amended after execution by the DS Supplier, DS Supplier agrees to execute

a revised Declaration of Authority in accordance with PJM requirements.

2.5 PJM Agreement Modifications

(a) If the PJM Agreements are amended or modified so that any schedule or

section reference herein to such agreements is changed, such schedule or section

reference herein shall be deemed to automatically (and without any further action by the

Parties) refer to the new or successive schedule or section in the PJM Agreements which

replaces that originally refened to in this Agreement.

(b) If the applicable provisions of the PJM Agreements referenced herein, or

any other PJM rules relating to the implementation of this Agreement, are changed

materially from those in effect on the Effective Date, both Parties shall cooperate to make

conforming changes to this Agreement to fulfrll the purposes of this Agreement,

including the DS Supplier's responsibility for changes in PJM products and pricing

during the Term. DS Supplier bears the risk and responsibility of all charges resulting

from any changes in PJM products and pricing during the term of this Agreement with

the exception of (i) future PJM charges related solely to the Company providing network

transmission service, and (ii) those charges identified as EDC responsibility in Appendix

D, including for transition costs related to the elimination of through-and-out
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transmission rates.

2.6 PJM Member Default Cost Allocation

In the event PJM imposes a Default Allocation Assessment upon the Company

relating to a default during the Term, the Company shall invoice DS Supplier, and DS

Supplier shall pay an amount equal to the product of (i) DS Supplier Responsibility

Share, and (ii) the Default Allocation Assessment, less the amounts of any types of

charges allocated to the Company under this Agreement that are used by PJM in

calculating such Default Allocation Assessment.

2.7 Other Fines and Penalties

If fees, fines, penalties, or costs are claimed or assessed against the Company by

any Applicable Legal Authority or PJM due to noncompliance by the DS Supplier with

this Agreement, any other requirements of law, or the PJM Agreements, the DS Supplier

shall indemnify and hold the Company harmless against any and all losses, liabilities,

damages, and claims suffered or incurred by the Company, including claims for

indemnity or contribution made by third parties against the Company, except to the extent

the Company recovers any such losses, liabilities or damages through other provisions of

this Agreement.

2.8 Communications and Data Exchange

The DS Supplier and the Company shall supply to each other in a thorough and

timely manner all data, materials or other information that is specified in this Agreement,

or that may otherwise reasonably be required by DS Supplier or by the Company in

connection with the provision of DS Supply by the DS Supplier to DS Customers, if

required.
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The DS Supplier shall be equipped with the communications capabilities

necessary to comply with the communications and data exchange standards that are set

by and as may, from time to time, be modified by PJM, and shall exclusively bear the

costs of installing, maintaining, testing, and operating all required information technology

systems that will enable it to send to and receive data from the Company and PJM and to

satisfy its obligations under this Agreement, the PJM Agreements and all other relevant

agreements.

Record Retention

The Company shall retain necessary records for the longer of two years or as

required under applicable PaPUC requirements so as to permit DS Supplier to confirm

the validity of payments due to DS Supplier hereunder; provided that if a DS Supplier has

provided notice pursuant to this Agreement that it disputes the validity of any payments,

the Company agrees that it shall retain all records related to such dispute until the dispute

is finally resolved.

2.10 Verification

In the event of a good faith dispute regarding any invoice issued or payment due

under this Agreement, and provided that a mutually acceptable confidentiality agreement

is executed by the Parties, each Party will have the right to verify, at its sole expense, the

accuracy of the invoice or the calculation of the payment due by obtaining copies of

relevant portions of the books and records of the other Party.

2.9
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REPRESENTATIONS AND WARRANTIES

3.1 DS Supplier's Representations and Warranties

The DS Supplier hereby represents, warrants and covenants to the Company on

the Effective Date and throughout the term of this Agreement as follows:

(a) It is a corporation, partnership, limited liability company or other legal

entity, duly organized, validly existing and in good standing under the laws of the

Commonwealth of Pennsylvania or, if another jurisdiction, under the laws of such

jurisdiction and, in such case, is duly registered and authorized to do business in such

other jurisdiction;

(b) It has all requisite power and authority to execute and deliver this

Agreement and to carry on the business to be conducted by it under this Agreement and

to enter into and perform its obligations hereunder, including satisfaction of all applicable

FERC requirements;

(c) The execution and delivery of this Agreement and the performance of

such DS Supplier's obligations hereunder have been duly authorized by all necessary

action on the part of the DS Supplier and do not and will not conflict with, or constitute a

breach of or default under, any of the terms, conditions, or provisions of the DS

Supplier's certificate of incorporation or bylaws or other constituent instruments or any

indenture, mortgage, other evidence of indebtedness, or other agreement or instrument or

any statute or rule, regulation, order, judgment, or decree of any judicial or administrative

body to which the DS Supplier is a party or by which the DS Supplier or any of its

properties is bound or subject;

(d) All necessary and appropriate action that is required on the DS Supplier's
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part to execute this Agreement has been completed;

(e) This Agreement is the legal, valid and binding obligation of the DS

Supplier, enforceable in accordance with its terms, except as such enforceability may be

limited by applicable bankruptcy, insolvency or similar laws from time to time in effect

that affect creditors' rights in general or by general principles of equity;

(0 There are no actions atlaw, suits in equity, proceedings or claims pending

or, to the DS Supplier's knowledge, threatened against the DS Supplier before any

federal, state, foreign or local court, tribunal or govemmental agency or authority that

might materially delay, prevent or hinder the DS Supplier's performance of its

obligations hereunder;

(g) It has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

(h) It is in good standing as an LSE in PJM, is a signatory to all applicable

PJM Agreements, and is in compliance with, and will continue to comply with, all

obligations, rules and regulations, as established and interpreted by the PJM OI, that are

applicable to LSEs as defined by the PJM Agreements; provided that the DS Supplier

shall not be obligated to become an LSE in PJM until the date it begins providing DS

Supply;

(i) It has made its trading and investment decisions (including regarding the

suitability thereof) based upon its own judgment and any advice from such advisors as it

has deemed necessary and not in reliance upon any view expressed by the Company;

(j) It will comply with any and all information and data transfer protocols that

may be adopted by the Company or that are set by, and from time to time modified by,
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the PaPUC; provided that DS Supplier shall be entitled to exercise its reserved right to

challenge any such protocols in the appropriate forum;

(k) It is not Bankrupt or insolvent and there are no proceedings pending or

being contemplated by it or, to its knowledge, threatened against it which would result in

it being or becoming Bankrupt or insolvent;

0) There are no pending or, to its knowledge, threatened, actions, suits or

proceedings against it or any of its Affiliates, or any legal proceedings before any

Governmental Authority, that could materially adversely affect its ability to perform its

obligations under this Agreement;

(m) No Event of Default with respect to it has occurred and is continuing and

no such event or circumstance would occur as a result of its entering into or performing

its obligations under this Agreement;

(n) It is not relying upon the advice or recommendations of the other Party in

entering into this Agreement, it is capable of understanding, understands and accepts the

terms, conditions and risks of this Agreement, and the other Party is not acting as a

fiduciary for or advisor to it in respect of this Agreement; and

(o) It has entered into this Agreement in connection with the conduct of its

business and it has the capacity or ability to provide or take delivery of DS Supply as

required by this Agreement, and it is an "eligible contract participant" as defined in

Section la(12) of the Commodity Exchange Act.

3.2 Company's Representations and Warranties

The Company hereby represents, warrants and covenants to the DS Supplier as

follows:
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(a) The Company is an electric utility corporation duly organized, validly

existing and in good standing under the laws of the Commonwealth of Pennsylvania;

(b) The Company has all requisite power and authority to carry on the

business to be conducted by it under this Agreement and to enter into and perform its

obligations hereunder;

(c) The execution and delivery of this Agreement and the performance of the

Company's obligations hereunder have been duly authorized by all necessary action on

the part of the Company and do not and will not conflict with, constitute a breach of or

default under, any of the terms, conditions, or provisions of the Company's certificate of

incorporation or bylaws or any indenture, mortgage, other evidence of indebtedness, or

other agreement or instrument or any statute or rule, regulation, order, judgment, or

decree of any judicial or administrative body to which the Company is a party or by

which the Company or any of its properties is bound or subject;

(d) All necessary and appropriate action that is required on the Company's

part to execute this Agreement has been completed;

(e) This Agreement is the legal, valid and binding obligation of the Company,

enforceable in accordance with its terms, except as such enforceability may be limited by

applicable bankruptcy, insolvency or similar laws from time to time in effect that affect

creditors' rights in general or by general principles of equity and the Commission's

power under section 508 of the Public Utility Code, 66 Pa.C.S. $ 508, to amend or

modiff the contracts of public utilities;

(0 The ability of the Company to pay any and all amounts due and payable

under this Agreement, or upon any potential breach thereof, is not conditioned upon any
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governmental or administrative appropriation by the Commission, the Commonwealth of

Pennsylvania or any other govemmental authority;

(g) There are no actions at law, suits in equity, proceedings or claims pending

or, to the Company's knowledge, threatened against the Company before any federal,

state, foreign or local court, tribunal or govemmental agency or authority that might

materially delay, prevent or hinder the Company's performance of its obligations under

this Agreement;

(h) It has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

O The Company's performance under this Agreement is not contingent upon

the performance of Customers or the ability of Customers to pay rates;

(j) The Company shall have sole responsibility for metering and billing with

respect to Customers; and

(k) The Company shall be responsible for electric distribution services, and

the DS Supplier shall not be responsible for distribution charges.

3.3 Survival of Obligations

All representations and warranties contained in this Article are of a continuing

nature and shall be maintained during the term of this Agreement or until all amounts due

hereunder, including all obligations, have been paid or performed in full. If a Party learns

that any of the representations, warranties or covenants in this Agreement are no longer

true during the term of this Agreement, the Party shall immediately notify the other Party

via facsimile, with a hard copy of the notice delivered by overnight mail. Company, may,

in its sole discretion, treat any such materially incorrect or misleading representation or
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warranty as an Event of Default hereunder.

ARTICLE 4: COMMENCEMENT AND TERMINATION OF
AGREEMENT

4.1 Commencement and Termination

The term of this Agreement shall commence upon the Effective Date. Unless

otherwise agreed upon by the Company and the DS Supplier, this Agreement shall

continue in full force and effect from the Effective Date until the end of all Transaction(s)

executed under this Agreement, unless the Agreement is terminated prematurely pursuant

to the provisions of this Agreement.

4.2 Termination of Right to Supply

The DS Supplier agrees that termination of this Agreement for reason of an Event

of Default shall terminate any right of the DS Supplier to provide DS Supply to the DS

Customers and nulliff any of the entitlements to which the DS Supplier became entitled

as a result of being selected as a winning bidder in the DS Solicitation.

4.3 Survival of Obligations

Termination of this Agreement for any reason shall not relieve the Company or

the DS Supplier of any obligation accrued or accruing prior to such termination.

Applicable provisions of this Agreement shall continue in effect after termination to the

extent necessary to provide for final billings.

4.4 Mutual Termination

The Company and the DS Supplier may agree at any time during the term of this

Agreement to terminate their respective rights and obligations hereunder on such terms

and under such conditions that they mutually deem to be appropriate as set forth in a
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mutual termination agreement acceptable in form and substance to the Company and the

DS Supplier ("Mutual Termination Agreement"); provided that Company agrees that it

shall enter into such a Mutual Termination Agreement, which will discharge the

terminating DS Supplier (the "Terminating DS Supplier") with respect to liabilities

arising after the effective date of the Mutual Termination Agreement if the following

conditions precedent are met: (i) the Terminating DS Supplier identifies a replacement

DS Supplier willing to assume all obligations of the Terminating DS Supplier hereunder

for the remaining term of this Agreement (the "Replacement DS Supplier"); (ii) the

Replacement DS Supplier demonstrates its compliance with Article 6 of this Agreement,

"Creditworthiness," as of the effective date of the Mutual Termination Agreement, that

determination to be made in the sole discretion of Company; (iii) the Replacement DS

Supplier executes a counterpart signature page to this Agreement and thereby becomes a

Party under this Agreement, effective immediately following the effective date of the

Mutual Termination Agreement; and (iv) the Terminating DS Supplier is not, to the belief

or knowledge of the Company, subject to an Event of Default as of the effective date of

the Mutual Termination Agreement or, if the Company believes that the Terminating DS

Supplier may be subject to an Event of Default, either (a) the Company has determined

that, as of the effective date of the Mutual Termination Agreement, it has not incurred

any Damages as a result of the Event of Default or (b) if the Company has determined, as

of the effective date of the Mutual Termination Agreement, that it may have incurred

Damages as a result of the Event of Default, that the Replacement DS Supplier has

agreed in writing to be responsible for the payment of such Damages or to otherwise cure
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the Event of Default, in either case to the satisfaction of the Company in its sole

discretion.

ARTICLE 5: BREACH A]\D DEFAULT

5.1 Events of Default

An Event of Default under this Agreement shall occur if a Party (the "Defaulting

Party"):

(D Is the subject of a voluntary bankruptcy, insolvency or similar proceeding;

(ii) Makes an assignment for the benefit of its creditors;

(iiD Applies for, seeks consent to, or acquiesces in the appointment of a

receiver, custodian, trustee, liquidator or similar official to manage all or a substantial

portion of its assets;

(iv) Is dissolved (other than pursuant to a consolidation, amalgamation or

merger) or is the subject of a Merger Event in the case of the DS Supplier;

(v) Has a secured party take possession of all or substantially all of its assets

or has a distress, execution, attachment, sequestration or other legal process levied,

enforced or sued on or against all or substantially all ofits assets;

(vi) Has a resolution passed for its winding-up, official management or

liquidation (other than pursuant to a consolidation, amalgamation or merger);

(vii) In the case of a DS Supplier, PJM terminates the DS Supplier's ability to

make purchases from PJM markets or PJM holds the Company responsible for the

provision of DS Supply under this Agreement and PJM does not rescind such termination

or assignment of responsibility within seven (7) Business Days;

(viii) Fails to comply with the creditworthiness requirements as set fonh in
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Article 6 of this Agreement, including, without limitation, compliance with the

creditworthiness requirements to cover the Margin calculated under Section 6.5 or post

any Margin due under Section 6.5 of this Agreement, within the time frames set forth in

this Agreement;

(ix) Is declared by PJM to be in default of any provision of any PJM

Agreement, which default prevents a Party's performance hereunder if such failure is not

remedied within three (3) Business Days after written notice;

(x) Fails to make, when due, any payment required pursuant to this

Agreement if such failure is not remedied within two (2) Business Days after written

notice;

(xi) Violates any federal, state or local code, regulation or statute applicable to

the supply of Energy and/or AECs in a manner that materially, and adversely, affects the

Party's performance under this Agreement, including by way of failure to continually

satisfy all applicable FERC requirements, or, in the case of the DS Supplier, by way of

failure to maintain any other governmental approvals required for participation in the

Pennsylvania retail Energy market, or defaults on any obligation or other failure to

comply with PJM requirements under the PJM Agreements;

(xii) Is the subject of an involuntary bankruptcy or similar proceeding;

(xiii) Subject to Section 5.3(b) of this Agreement, in the case of the Company,

fails to accept DS Supply properly tendered by the DS Supplier under this Agreement;

(xiv) Fails to perform any material covenant or obligation set forth in this

Agreement, if such failure is not remedied within three (3) Business Days after written

notice:
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(xv) Makes a materially incorrect or misleading representation or warranty

under this Agreement or under any response to the DS Solicitation; or

(xvi) Commits an act or makes an omission that constitutes an "Event of

Default" under any other agreement(s) for the provision of DS Supply between the

Company and the DS Supplier; and fails to remedy such condition, event or delinquency

herein above described such that the other Party (the "Non-Defaulting Party") is

completely made whole with respect to such condition, event or delinquency, within three

(3) Business Days of receipt of written notice thereof from such Non-Defaulting Party;

provided, however, that an Event of Default shall be deemed to have occurred

immediately, without any need for the provision of notice thereof by the Non-Defaulting

Party and without any right of cure on the part of the Defaulting Putty, in the event of the

occrrrence of a condition, event or delinquency described in subsections (i), (iD, (iii),

(iv), (v), (vi), (vii) or (viii) above. Termination or modification of this Agreement by the

PaPUC, other regulatory authority or court of law does not constitute an Event of Default

under this Agreement.

(xvii) With respect to the DS Supplier's Guarantor, if any:

1. Representation or warranty made by the Guarantor in

connection with this Agreement is false or misleading in any

material respect when made or when deemed made or repeated;

2. Guarantor fails to make, when due, any payment required or to

perform any other material covenant or obligation in any

guaranty made in connection with this Agreement and such
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failure shall not be remedied within two (2) Business Days

after written notice;

3. Guarantor's guaranty fails to be in full force and effect for

purposes of this Agreement (other than in accordance with its

terms) prior to the satisfaction of all obligations of such Party

under this Agreement without the written consent of the other

Partv: or

4. Guarantor repudiates, disaffirms, disclaims, or rejects, in whole

or in part, or challenges the validity of any guaranty.

5.2 Rights upon Default

Upon and during the continuation of an Event of Default, the Non-Defaulting

Party shall have the right to suspend performance, provided that such suspension shall not

continue for longer than ten (10) Business Days. At any time during or subsequent to the

temporary suspension of performance, the Non-Defaulting Party may proceed with the

steps outlined in Article 5.7. In addition to any other remedies available at law or in

equity to the Non-Defaulting Party, if an Event of Default has occurred and is continuing,

the Non-Defaulting Party shall have the right to implement all of the following remedies:

O Declare an Early Termination Date of this Agreement with respect to the

obligations of the Defaulting Party without any liability or responsibility whatsoever

except for obligations arising prior to the date of termination, by providing written notice

to the Defaulting Putty; provided, however, that this Agreement shall immediately

terminate automaticallv and without notice in the case of anv Event of Default in which a
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DS Supplier is the Defaulting Party occurring under subsections (i), (iD, (iii), (iv), (v),

(vi), (vii) or (viii) of Article 5.1 of this Agreement and such date of automatic termination

shall be deemed the Early Termination Date of this Agreement with respect to such

Supplier; and

(ii) Receive Damages in accordance with Section 5.3 of this Agreement.

The Non-Defaulting Party shall be entitled to elect or pursue one or more of the

above remedies.

5.3 Damages Resulting from an Event of Default

(a) DS Supplier's Failure to Supply DS Supply or Declaration of Early

Termination By Company: Damages resulting from (i) the DS Supplier's failure to (A)

provide DS Supply in conformance with Article 2.2hereof or (B) pay PJM for purchases

of any products or services from PJM, or other failure to comply with PJM requirements,

such that PJM holds the Company responsible for the provision of DS Supply to meet the

DS Supplier's DS Supplier Responsibility Share under this Agreement or (ii) the

occuffence of any Event of Default attributable to the DS Supplier resulting in Early

Termination, shall include all Costs incurred by the Company, acting in a commercially

reasonable manner consistent with any statutory or regulatory requirements imposed by

the Applicable Legal Authorities, in obtaining replacement services or in obtaining a

replacement supplier, which Costs exceed the amounts that would have been payable to

the defaulting DS Supplier under this Agreement. Costs incurred by the Company for the

purpose of calculating Damages hereunder will consist ofi

(i) The cost of DS Supply allocated to the Company by the PJM OI due to the

failure of the DS Supplier to meet obligations owing to the PJM OI in connection with its
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obligations under this Agreement;

(ii) The costs of DS Supply purchased by the Company to replace DS Supply

that a DS Supplier was obligated to supply under this Agreement during the term hereof;

(b) Administrative and legal costs associated with procuring replacement DS

Supply; and

(iv) Financial hedging costs incuned by the Company on behalf of DS

Customers as a result of having to procure DS Supply not provided by the DS Supplier.

The Parties further recognize and agree that the final calculation of Damages

hereunder may not be known for some time since the level of such Damages may be

dependent upon the arrangements made by the Company to obtain replacement services

or a replacement DS Supplier. The Company and the DS Supplier agree that, until the

calculation of Damages under this provision is completed, the amount and payment to the

Company of the Settlement Amount on behalf of DS Customers in the event of an Early

Termination as set forth in Article 5.4 of this Agreement shall be immediately due and

owing as an estimate of all Damages ultimately determined to be due and owing. After

Damages have been finally determined under this Article 5.3, the amounts of Damages

due and owing will be reconciled with payments already made by the DS Supplier under

Section 5.4 of this Agreement.

(b) Failure by Company on Behalf of Customers to Accept DS Supply

Tendered by DS Supplier: Damages resulting from the failure of the Company on

behalf of Customers to accept DS Supply tendered by the DS Supplier necessary to meet

the DS Supplier Responsibility Share of DS Load under this Agreement shall consist of

the positive difference (if any) between (i) the amounts that would have been payable to
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the DS Supplier hereunder had the Company accepted the DS Supply tendered by the DS

Supplier necessary to meet the DS Supplier Responsibility Share of DS Load under this

Agreement and (ii) the amount realized by the DS Supplier in disposing, in a

commercially reasonable manner, of the DS Supply not accepted by the Company;

provided, however, that the Company shall not be liable for any Damages if this

Agreement is terminated by the PaPUC, other regulatory authority or a court of law.

(c) Damages Resulting from Early Termination Due to an Event of

Default Attributable to the Company: Damages resulting from Early Termination due

to an Event of Default attributable to the Company shall be as set forth in Section 5.4 of

this Agreement. Damages calculated in accordance with said Article 5.4 shall be the

exclusive remedy available to the DS Supplier in the event of Early Termination resulting

from an Event of Default attributable to the Company.

(d) Damages Resulting from DS Supplier's Failure to Continuously

Satisff its AEPS Obligations: Damages resulting from the DS Supplier's failure to

continuously meet and satis$ all or any portion of its obligations under Section 2.2

(aXviii) of this Agreement shall include, but not be limited to, the amount of all penalties,

costs associated with the procurement of additional AECs, etc., including, without

limitation, interest and other charges, if any, levied against the Company related to AEPS

regulations, due to such DS Supplier's conduct or inaction. DS Supplier has a specific

obligation to provide the AECs and not money damages in substitution. Therefore, any

such attempt to supply money damages instead of AECs may be treated as an event of

default in the sole discretion of Company.

(e) Other Damages: Damages for Events of Default not specified above
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shall consist of the direct Damages incurred by the Non-Defaulting Party.

(0 Waiver of Event of Default: If an Event of Default has occurred and the

Non-Defaulting Party is the Company, then unless the Event of Default was a failure by

the DS Supplier to meet any or all of its DS Supply obligations, the Company may elect,

at its sole discretion, to offer to waive the default on such terms and conditions as the

Company, at its sole discretion, may deem appropriate to propose a special remedy. Any

such special remedy can only be offered to the DS Supplier if it first is specifically

approved by the PaPUC in accordance with Commission Orders.

5.4 Declaration of an Early Termination Date and Calculation of
Settlement Amount and Termination Pavment

(a) Settlement Amount

If an Event of Default with respect to a Defaulting Party shall have occurred and

be continuing, the Non-Defaulting Party shall have the right (i) to designate a day, no

earlier than the day such notice is effective and no later than twenty (20) days after such

notice is effective, as a date for Early Termination ("Early Termination Date") to

accelerate all amounts owing between the Parties and to liquidate and terminate the

undertakings set forth in this Agreement, (ii) to withhold any payments due to the

Defaulting Party under this Agreement, ffid (iii) to suspend performance; provided,

however, that an Early Termination Date shall be deemed to occur automatically and

concurrently with the Event of Default, without any requirement for the provision of

notice by the Non-Defaulting Party, with respect to an Event of Default under

subsections (i), (iD, (iii), (iv), (v), (vi), (vii), and (viii) of Article 5.1 of this Agreement.

The Non-Defaulting Party shall calculate, in a commercially reasonable manner, a

Settlement Amount with respect to the obligations under this Agreement.
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"! The DS Supplier may, in its sole discretion, add the following subsection 5.a(a)(i)
by checking this box. If DS Supplier does not check this box, subsection 5.a(a)(i)
will be deemed to be excluded from this Agreement."

(i) For the purposes of such determination, the DS Supply provided for under

this Agreement for the period following the Early Termination Date through the

remainder of the term of this Agreement shall be deemed to be those quantity

amounts that would have been delivered on an hourly basis, had this Agreement

been in effect during the previous calendar year adjusted for such DS Load

changes as may have occurred since the previous calendar year.

(b) Net Out of Settlement Amounts

The Non-Defaulting Party shall calculate a Termination Payment by aggregating

all Settlement Amounts due under this Agreement or any other agreement(s) between the

Company and the DS Supplier for the provision of DS Supply into a single amount by

netting out (a) all Settlement Amounts that are due or will become due to the Defaulting

Party, plus at the option of the Non-Defaulting Party, any cash or other form of security

then available to the Non-Defaulting Party and actually received, liquidated and retained

by the Non-Defaulting Party, plus any or all other amounts due to the Defaulting Party

under this Agreement or any other agleement(s) between the Company and the DS

Supplier for the provision of DS Supply against (b) all Settlement Amounts that are due

or will become due to the Non-Defaulting Party, plus any or all other amounts due to the

Non-Defaulting Party under this Agreement or any other agreement(s) between the

Company and the DS Supplier for the provision of DS Supply, so that all such amounts

shall be netted out to a single liquidated amount; provided, however, that if the DS

Supplier is the Defaulting Party and the Termination Payment is due to the DS Supplier,
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the Company shall be entitled to retain a commercially reasonable portion of the

Termination Payment, which may be equal to the entire amount of the Termination

Payment, as security for additional amounts that may be determined to be due and owing

by the DS Supplier as Damages and further provided that any previously attached

security interest of the Company in such retained amounts shall continue. The

Termination Payment shall be due to or due from the Non-Defaulting Party as

appropriate. If the Termination Payment has been retained by the Company as security

for additional amounts that may be determined to be due and owing by the DS Supplier,

and if, upon making a final determination of Damages, the Termination Payment, or any

portion thereof, is to be made to the DS Supplier, the Company will pay simple interest

on the Termination Payment amount being made to the DS Supplier. Simple interest will

be calculated at the lower of the Interest Index or six (6) percent per annum.

(c) Notice of Termination Payment

As soon as practicable after calculation of a Termination Payment, notice shall be

given by the Non-Defaulting Party to the Defaulting Party of the amount of the

Termination Payment and whether the Termination Payment is due to or due from the

Non-Defaulting Party. The notice shall include a written statement explaining in

reasonable detail the calculation of such amount. Subject to Article 5.4(b) above, the

Termination Payment shall be made by the Party that owes it within three (3) Business

Days after such notice is effective.

(d) Disputes With Respect to Termination Payment

If the Defaulting Party disputes the Non-Defaulting Party's calculation of the

Termination Payment, in whole or in part, the Defaulting Party shall, within three (3)
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Business Days of receipt of Non-Defaulting Party's calculation of the Termination

Payment, provide to the Non-Defaulting Party a detailed written explanation of the basis

for such dispute; provided, however, that if the Termination Payment is due from the

Defaulting Pu.ty, the Defaulting Party shall first transfer collateral to the Non-Defaulting

Party in an amount equal to the Termination Payment, such collateral to be in a form

acceptable to the Non-Defaulting Party as specified in the Termination Payment Dispute

Notice.

(e) Multiple DS Suppty Agreements

It is the intention of the Company and the DS Supplier that, in the event the DS

Supplier is a party to other agreements with the Company for the provision of DS Supply

that existed prior to the Effective Date of this Agreement or are entered into after the

Effective Date of this Agreement, the Company will calculate a single Termination

Payment applicable to all such agreements as set forth herein.

5.5 Step-up Provision

The Company may ask other DS Suppliers whether they wish to assume all or

part of the delivery obligations on the same terms and price contained herein, but any DS

Supplier shall not be obligated to assume any such step-up requests. Any agreement to

make additional supply available shall be termed a "Step-Up," and is subject to

compliance with the creditworthiness provisions of Article 6 of this Agreement and the

DS Supplier's load cap as per the Company's approved default service procurement plan.

For the avoidance of doubt, in the event that the DS Supplier does not respond to the

Company's Step-Up request within the relevant timeframe, then the DS Supplier shall be

deemed to have rejected the Company's request in full.
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5.6 Setoff of Payment Obligations of the Non-Defaulting Party

Any payment obligations of the Non-Defaulting Party to the Defaulting Party

pursuant to this Agreement or any other agreement(s) between the Company and the DS

Supplier for the provision of DS Supply shall be set off: (i) first, to satisff any payment

obligations of the Defaulting Party to the Non-Defaulting Party pursuant to this

Agreement or any other agreement(s) between the Company and the DS Supplier for the

provision of DS Supply that are unsecured and not subject to any Guaranty; (ii) second,

to satisfu any payment obligations of the Defaulting Party to the Non-Defaulting Party

pursuant to this Agreement or any other agreement(s) between the Company and the DS

Supplier for the provision of DS Supply that are unsecured, but which are subject to a

Guaranty; and (iii) third, to satisfu any remaining payment obligations of the Defaulting

Party to the Non-Defaulting Party pursuant to this Agreement or any other agreement(s)

between the Company and the DS Supplier for the provision of DS Supply.

5.7 Presenation of Rights of Non-Defaulting Party

The rights of the Non-Defaulting Party under this Agreement, including

without limitation Article 5.4 and 5.7 of this Agreement, shall be supplemental to, and

not in lieu of, any right of recoupment, lien, or set-off afforded by applicable law, and all

such rights are expressly preserved for the benefit of the Non-Defaulting Party.

(a) Dut)'to Mitigate. Each Party agrees that it has a duty to mitigate damages

and covenants that it will use commercially reasonable efforts to minimize

any damages it may incur as a result of the other Party's failure to perform

pursuant to this Agreement.
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(b) Return of Auction Revenue Rights. When the DS Supplier is the

Defaulting Party, the DS Supplier will make best efforts to facilitate the

transfer or reassignment to the entity which is the replacement DS

Supplier on the Early Termination Date, any and all of the replacement DS

Supplier's rights to Auction Revenue Rights (ARRs) to which the

replacement DS Supplier is entitled as a LSE pursuant to the PJM

Agreements, which were transferred or assigned to the DS Supplier under

Section 2.3 (Congestion and Congestion Management).

ARTICLE 6: CREDITWORTHINESS

6.1 Applicability

The DS Supplier agrees that it shall meet the creditworthiness requirements of this

Article 6 at all times during the term of this Agreement and shall inform the Company

immediately of any changes in its credit rating or financial condition. Without limitation

of the foregoing, the DS Supplier shall, upon written request, affirmatively demonstrate

to the Company, its compliance with the creditworthiness requirements set forth

hereunder. The Company may establish less restrictive creditworthiness requirements

under this Article 6 inanon-discriminatorv manner.

6.2 CreditworthinessDetermination

The DS Supplier may submit and maintain a security deposit in accordance with

Section 6.4 of this Agreement in lieu of submitting to or being qualified under a

creditworthiness evaluation. The DS Supplier shall have the opportunity to request that

the Company re-evaluate its creditworthiness whenever an event occurs that the DS

Supplier believes would improve the determination made by the Company of its
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creditworthiness. The Company's credit re-evaluation must be completed as soon as

possible but no longer than thirty (30) days after receiving a fully documented request.

The Company must provide the rationale for its determination of the credit limit and any

resulting security requirement. The Company must perform its credit re-evaluation and

associated security calculation in a non-discriminatory manner. DS Supplier shall

provide the Company and its agent's unrestricted access to audited financial statements;

provided that if audited financial statements are not available, the Company, in its sole

discretion, may speciff other types of financial statements that will be accepted.

6.3 Mark-to-Market Credit ExposureMethodolory

To calculate the daily exposure for each DS Supplier, the MtM credit exposure

methodology will be used. The "mark" for each Billing Month will be determined at the

time the auction is completed based on the available Forward Market Prices and for the

remaining Billing Months, it will be derived based on historical data. At the time the

auction is completed, the MtM credit exposure for each DS Supplier shall be equal to

zero. Subsequently, the differences between the available Forward Market Prices on the

valuation date and the "mark" prices for the corresponding Billing Months will be used to

calculate the daily credit exposures for each DS Supplier. The total MtM credit exposure

will be equal to 1.1 times the sum of the MtM credit exposures for each Billing Month.

The methodology for calculation of the MtM credit exposure is illustrated in the example

(using hypothetical numbers) set forth in Appendix B hereto.

6.4 Credit Limit

The following criteria constitute the Company's creditworthiness requirements for

the DS Supplier, to cover the Total Exposure Amount. In all instances, the most current
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senior unsecured debt rating (or, if unavailable, the most current corporate issuer rating)

will be used.

(i) For a DS Supplier to be granted an unsecured line of credit, the DS

Supplier must be rated by at least two of the following rating agencies: S&P, Moody's, or

Fitch. The methodology for determining the credit rating to use is set forth in Appendix

A of this Agreement. The Maximum Credit Limit to cover the Total Exposure Amount

will be determined based on the credit matrix table in Appendix A of this Agreement.

The DS Supplier will be required to post cash or a letter of credit in an acceptable

form as defined in Section 6.7 (b) of this Agreement (see standard format in Exhibit 4)

for the Margin due the Company as set forth in Section 6.5 of this Agreement;

(iD For a DS Supplier having a Guarantor, in the case of a Guarantor

organized under the laws of the United States, the Guarantor (l) must be rated by at least

two of the following rating agencies: S&P, Moody's, or Fitch, and (2) must have a

minimum senior unsecured debt rating (or, if unavailable, corporate issuer rating) equal

to the Minimum Rating. If the Guarantor is rated by only two rating agencies, and the

ratings are split, the rating will be established based on the methodology outlined in

Appendix A of this Agreement. The Maximum Credit Limit to cover the Total Exposure

Amount that could be provided through the Guaranty (Seg standard format in Exhibit 5)

will be determined based on the credit matrix table for Guarantors in Appendix A. The

DS Supplier will be granted a credit limit equal to the lesser of (i) the amount of the

Guaranty as provided to the Company at the time this Agreement is executed as such

amount may be modified in any amended or substitute Guaranty provided to the

Company during the term of this Agreement, or (ii) the Supplier's Maximum Credit
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Limit. The DS Supplier, however, may not increase or substitute its Guaranty for the

purpose of increasing its applicable credit limit during the time period after the Company

has made a Margin call but before the DS Supplier has posted the required Margin.

Notwithstanding anything herein to the contrary, the DS Supplier may increase the limit

of its Guaranty after satisfying a Margin call from the Company and upon the Company's

receipt of an amended or substitute Guaranty increasing the limit of the Guaranty, the DS

Supplier may request a return of Margin in accordance with Section 6.5 of this

Agreement. The DS Supplier will be required to post cash or a letter of credit in an

acceptable form as defined in Section 6.7(b) of this Agreement (see standard format in

Exhibit 4) for the Margin due the Company as set forth in Section 6.5 of this Agreement;

or

(iii) For a DS Supplier or Guarantor that has not been incorporated or

otherwise formed under the laws of the United States and whose financial data is not

denominated in United States curency and does not conform to generally accepted

accounting principles ("GAAP") in the United States, they shall supply the following

additional information :

A legal opinion of counsel qualified to practice in the foreign

jurisdiction in which the DS Supplier or Guarantor is incorporated

or otherwise formed that this Agreement is, or upon completion of

execution formalities will become, the binding obligation of the

DS Supplier or Guarantor in the jurisdiction in which it has been

incorporated or otherwise formed;

The swom certificate of the corporate secretary (or similar offrcer)

a.

b.
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of such DS Supplier or Guarantor that the person executing this

Agreement on behalf of the DS Supplier has the authority to

execute the Agreement and that the governing board of the DS

Supplier or Guarantor has approved the execution of this

Agreement;

c. The sworn certificate of the corporate secretary (or similar offrcer)

of such DS Supplier or Guarantor that the DS Supplier or

Guarantor has been authorized by its goveming board to enter into

agreements of the same type as this Agreement; and

d. Such other documents and certificates as may be required by the

Company in its sole discretion.

(iv) The posting of cash or a letter of credit as defined in Section 6.7 (b) below

for the entire Total Exposure Amount as set forth in Section 6.5 of this Agreement.

6.5 Posting Margin and Return of Surplus Margin

(a) If at any time and from time to time during the term of this Agreement the

Total Exposure Amount, rounded by the Rounding amount, exceeds the DS Supplier's or

the Guarantor's credit limit by the Minimum Transfer Amount (MTA), then the

Company, on any Business Day, may request that the DS Supplier provide cash or a letter

of credit in an acceptable form as defined in Article 6.7(b) of this Agreement (see

standard format in Exhibit 4), in an amount equal to the Margin (less any Margin posted

by the DS Supplier and held by the Company pursuant to this Agreement or any other

agreement(s) between the Company and the DS Supplier for the provision of DS Supply).

If the DS Supplier receives written notice for Margin from the Company by l:00
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p.m. New York time on a Business Day, then the DS Supplier shall post Margin the next

following Business Day, if posting cash, and by the second Business Day following the

date of notice, if posting a letter of credit, unless the Company agrees in writing to extend

the period to provide Margin. If the DS Supplier receives notice for Margin from the

Company after 1:00 p.m. New York time on a Business Day, whether posting cash or a

letter of credit, then the DS Supplier must post Margin the second Business Day

following the date of notice unless the Company agrees in writing to extend the period to

provide Margin. The Company will not unreasonably deny a request for a one-day

extension of such period. In the event that the DS Supplier fails to post Margin when due

in accordance with this Article 6.5, then an Event of Default under Article 5 of this

Agreement will be deemed to have occurred and the Company will be entitled to the

remedies set forth in Article 5 of this Agreement.

(b) Surplus Margin being held by the Company that is not needed to satisff

the Total Exposure Amount, as determined above, will be returned to the DS Supplier

upon receipt of a written request by the DS Supplier. Surplus Margin means cash or a

letter of credit posted by the DS Supplier as a result of a request by the Company

pursuant to Article 6.5(a) that exceeds the Total Exposure Amount less the DS Supplier's

or the Guarantor's credit limit (rounded by the Rounding Amount). If the resulting

Surplus Margin amount is more than the Minimum Transfer Amount, it will be returned

to the DS Supplier. If the DS Supplier posted cash and notice is received by 1:00 p.m.

New York time on a Business Day, the surplus Margin will be returned by the next

following Business Day and if the DS Supplier posted cash and notice is received by the

Company after 1:00 p.m. New York time on a Business Day, the surplus Margin shall be
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returned by the second Business Day following the date of notice, unless the DS Supplier

agrees in writing to extend the period to retum the surplus Margin. If the DS Supplier

posted a letter of credit, the surplus Margin shall be returned on the next Business Day

following the Business Day on which the amendment to the letter of credit is received

from the issuing bank, unless the DS Supplier agrees in writing to extend the period to

return the surplus Margin. The DS Supplier will not unreasonably deny a request for a

one-day extension of such period. In the event that the Company fails to retum the

surplus Margin when due in accordance with this Article, then an Event of Default under

Article 5 of this Agreement will be deemed to have occurred and the DS Supplier will be

entitled to the remedies set forth in Article 5 of this Agreement.

6.6 Grant of Security Interest/Remedies

To secure its obligations under this Agreement and to the extent that the DS

Supplier posted Margin/collateral hereunder, the DS Supplier hereby grants to the

Company a present and continuing security interest in, and lien on (and right of setoff

against), and assignment of, all cash collateral and cash equivalent collateral and any and

all proceeds resulting therefrom or the liquidation thereof, whether now or hereafter held

by, on behalf of, or for the benefit of, the Company, and the DS Supplier and the

Company agree to take such action as is reasonably required to perfect the secured

Party's first priority security interest in, and lien on (and right of setoff against), such

collateral and any and all proceeds resulting therefrom or from the liquidation thereof.

Upon or any time after the occurrence or deemed occurrence and during the continuation

of an Event of Default or an Early Termination Date, the Company may do any one or

more of the following: (i) exercise any of the rights and remedies of the Company with
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respect to all collateral, including any such rights and remedies under law then in effect;

(ii) exercise its rights of setoff against any and all property of the DS Supplier in the

possession of the Company, whether held in connection with this Agreement or any other

agreement(s) between the Company and the DS Supplier for the provision of DS Supply;

(iii) draw on any outstanding letter of credit issued for its benefit; and (iv) liquidate all

security held by or for the benefit of the Company free from any claim or right of any

nature whatsoever of the DS Supplier, including any equity or right of purchase or

redemption by the DS Supplier. The Company shall apply the proceeds of the collateral

realized upon the exercise of such rights or remedies to reduce the DS Supplier's

obligation under this Agreement or any other agreement(s) between the Company and the

DS Supplier for the provision of DS Supply (the DS Supplier remaining liable for any

amounts owing to the Company after such application), subject to the Company's

obligation to retum any surplus proceeds remaining after such obligations are satisfied in

full.

All notices, demands or requests regarding credit requirements and credit related

security or deposit transfers shall be in writing and shall be personally delivered or sent

by overnight express mail, courier service or facsimile transmission (with the original

transmitted bv anv of the other aforementioned deliverv methods) addressed as follows:

If to a DS Supplier to:

Copy to:

If to the Company to: James H. Milligan, Assistant Treasurer

Duquesne Light Company

411 Seventh Avenue, Pittsburgh, PA 15219
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Copy to: Joan Jenkins, Procurement Analyst

Duquesne Light Company

411 Seventh Avenue, Pittsburgh, PA 15219

Notice received after the close of the Business Day shall be deemed received on the next

Business Day; provided that notice by facsimile transmission shall be deemed to have

been received by the recipient if the recipient confirms receipt telephonically or in

writing.

6,7 Securitv Instruments

At each DS Supplier's choice, the following are deemed to be acceptable methods

for posting security, if required:

(a) Cash; or

(b) A standby irrevocable letter of credit acceptable to the Company, in its

sole discretion, issued by a bank or other financial institution with a minimum "A-"

senior unsecured debt rating (or, if unavailable, corporate issuer rating discounted one

notch) from S&P and "A3" from Moody's Gee standard format in Exhibit 4). The letter

of credit shall state that it shall renew automatically for successive one-year or shorter

periods, until terminated upon at least ninety (90) days prior written notice from the

issuing financial institution. If the Company receives notice from the issuing financial

institution that the letter of credit is being cancelled, the DS Supplier will be required to

provide a substitute letter of credit from an altemative bank satisSring the minimum

requirements. The receipt of the substitute letter of credit must be effective as of the

cancellation date and delivered to the Company thirty (30) days before the cancellation

date of the original letter of credit. If the DS Supplier fails to supply a substitute letter of
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credit as required, then the Company will have the right to draw on the existing letter of

credit and to hold the amount as Margin.

If the credit rating of a bank or other financial institution from which a DS

Supplier has obtained a letter of credit falls below the levels specified in Article 6 of this

Agreement, the DS Supplier shall have two (2) Business Days following written notice

by the Company to obtain a suitable letter of credit from another bank or other financial

institution that meets those standards, unless such period is extended in writing by the

Company. The Company shall have no obligation under this Agreement or otherwise to

make or grant such extension.

6.8 MaintenanceofCreditworthiness

(a) Reporting of Changes

The DS Supplier shall promptly notify the Company of any change in its credit

rating or financial condition or that of its Guarantor. The DS Supplier or Guarantor shall

also furnish evidence of an acceptable credit rating or financial condition upon the

request of the Company.

(b) Change in Credit Standing

The Company will re-evaluate the creditworthiness of a DS Supplier whenever it

becomes aware of an adverse change, through the provision of notice by the DS Supplier

or otherwise, in the DS Supplier's or Guarantor's credit standing. If the lowest credit

rating (whether senior unsecured debt rating or corporate issuer rating) used to determine

the DS Supplier's Maximum Credit Limit or its credit limit adversely changes, the

Company will require additional security from the DS Supplier in accordance with

Sections 6.4 of this Agreement. The additional security must be in a form acceptable to
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the Company in its sole discretion, as specified in Article 6.7 of this Agreement and must

be posted as set forth in Section 6.5 of this Agreement.

6.9 Calling on Security

The Company may call upon the security posted by the DS Supplier if the DS

Supplier fails to pay amounts due to the Company pursuant to this Agreement or any

other agreement(s) between the Company and the DS Supplier for the provision of DS

Supply after all of the following events occru:

(a) Written Notice of Default is provided to the DS Supplier; and

(b) Any applicable cure period associated with the written Notice of Default

ends.

The foregoing notwithstanding, the security posted by the DS Supplier shall

become due automatically without prior notice or right of cure in the case of any Event of

Default arising under subsections (i), (ii), (iii), (iv), (v), (vi), (vii) and (viii) of Section 5.1

of this Agreement.

6.10 Interest on Cash Held by Company

The Company will pay simple interest calculated at the lower of the Interest Index

or six (6) percent per annum on all cash held by the Company pursuant to this

Agreement. Each Billing Month, the Company will prepare a statement of interest

amounts due to the DS Supplier. The statement will be sent to the DS Supplier within

three (3) Business Days after the end of the Billing Month via ovemight mail or other

expeditious means. The Company shall make interest payments on the first Business Day

after the 5th dav of each calendar month.
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6.11 No Endorsement of DS Supplier

The Company's determination that a DS Supplier is creditworthy pursuant to the

process set forth above, shall not be deemed to constitute an express or implied warranty

or guarantee of any kind with respect to the financial or operational qualifications of the

DS Supplier. The Company will treat all DS Suppliers in a non-discriminatory manner

and shall provide no preference to any DS Supplier.

6.12 Multiple DS Supply Agreements

It is the intention of the Company and the DS Supplier that, in the event the DS

Supplier is a party to other agreements with the Company for the provision of DS Supply

that existed prior to the effective date of this Agreement or is entered into after the

effective date of this Agreement, the Company will calculate the Margin applicable to all

such agreements as set forth in Appendix A of this Agreement; provided, however, that if

another agreement has a more stringent credit threshold, then the more stringent credit

threshold shall apply. Each DS Supplier that is aparty to such other agreements with the

Company for the provision of DS Supply hereby agrees that such other agreements are

deemed amended by this Agreement for the purpose of calculating the Margin as

described herein.

ARTICLE 7: PROCEDURES FOR ENERGY SCHEDULING,
CAPACITY RESOURCE SUBMISSION AND
TRANSMISSION PROCUREMENT

7.1 Load Obligations

The Company and the DS Supplier acknowledge and agree that (l) the Company

shall determine the DS Load, (2) the Company shall allocate the DS Supply obligation

using the DS Supplier Responsibility Share, (3) the Company shall provide the DS
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Supplier's DS Supply obligation to PJM, and (a) the DS Supplier shall be responsible for

meeting its DS Supply obligations as a LSE under the PJM Agreements.

7.2 Data Transmission

The procedures for transmitting load obligation data to PJM for DS Supplier's DS

Load shall be as set forth bv PJM.

7.3 Energy Scheduling

The Company is not obligated to provide any day ahead scheduling services. If

the Company chooses to provide such services, the information provided is not

guaranteed by the Company.

ARTICLE 8: THE ENERGY SETTLEMENTIRECONCILIATION
PROCESS

8.1 Energy Settlement by PJM

The settlement process occurs at PJM to reflect the DS Supplier's actual Energy

obligations in a supply/usage reconciliation process. The Energy obligations for each DS

Supplier will be determined based on the DS Supplier Responsibility Share of the DS

Load. The reconciled total DS Energy obligation will be based on the final total Energy

loads for the Customers receiving DS service, including de-ration adjustments for

marginal losses.

Any adjustments for billing and metering errors reported subsequent to the

calculation of FMEA will be proportionally allocated by the Company to the DS

Suppliers based on the respective DS Supplier Responsibility Share.

8.2 Energy Settlement by the Company

In the event that actual DS Customer consumption data is not available until after
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the PJM deadline for conducting the final settlement, the Company will conduct the

settlement process with the DS Supplier. In the event PJM imposes penalties against the

Company as a result of the DS Supplier's Transactions or failure to meet PJM

requirements, such penalties shall be passed through by the Company to the DS Supplier

as part of this settlement process. In addition, all other applicable charges from PJM,

including any billing adjustments, will be appropriately allocated to the DS Supplier.

ARTICLE 9: BILLING AND PAYMENT

9.1 The Company Payment of Obligations to the DS Supplier

The Company shall pay all amounts due to the DS Supplier hereunder in

accordance with the following provisions:

(a) Each Billing Month, the Company will prepare a Statement of amounts

due to the DS Supplier.

o For Fixed Price Transactions, this Statement will show the aggregate

amounts due based on the DS Fixed Price multiplied by the hourly

Energy requirements of DS Supply used to determine the PMEA

multiplied by the DS Fixed Percentage as shown in Appendix C for

each hour of the Billing Month.

o For Hourly Price Transactions, this Statement will show the aggregate

amounts due based on the DS Fixed Price Adder For Hourly Price

Service multiplied by the hourly Energy requirements of DS Supply

used to determine the PMEA multiplied by the DS Fixed Percentage as

shown in Appendix C for each hour of the Billing Month, plus the DS

Variable Payments used to determine the PMEA for each hour of the
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Billing Month.

(b) The Statement will be sent to the DS Supplier within eight (8) Business

Days after the end of the Billing Month via overnight mail or other expeditious means.

(c) The Company shall make payment on the first Business Day after the lgth

day of each calendar month.

(d) To the extent that the FMEA differs from the PMEA, the Company shall

pay or charge the DS Supplier for the PMEA/FMEA Adjustment Amount within the PJM

deadline for conducting the final settlement.

(e) If each Party owes an amount to the other Party pursuant to this

Agreement, including any related interest, payments or credits, the Parties may satisfy

their respective obligations to each other by netting the aggregate amounts due to one

Party against the aggregate amounts due to the other Party, with the Party, if any, owing

the greater aggregate amount paying the other Party the difference between the amounts

owed.

(f) Payments shall be subject to adjustment for any arithmetic errors,

computation errors, meter reading enors, or other errors, provided that the effors become

known within one (1) year of the termination of this Agreement.

(e) The Company shall make payments of funds payable to the DS Supplier

by electronic transfer to a bank designated by the DS Supplier.

(h) If a good faith dispute arises between the Company and the DS Supplier

regarding a Statement, the disputing Party shall be obligated to pay only the undisputed

portion of the Statement, if any, and shall present the dispute in writing and submit
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supporting documentation to the non-disputing Party within one hundred twenty (120)

calendar days from the date of the Statement in dispute. Statement disputes shall be

addressed promptly and in accordance with the dispute resolution procedures set forth in

Article 11 of this Agreement. Upon resolution of a Statement dispute, any payments

made to either Party will include simple interest on the payment at the lower of the

Interest Index or six (6) percent per annum payable from the date that notice of a

Statement dispute was received by the non-disputing Party.

(i) If payment is made to the DS Supplier after the due date shown on the

Statement, a late fee will be added to the unpaid balance until the entire Statement is paid.

This late fee shall be the lesser of (a) the per annum rate of interest equal to the prime

lending rate as may from time to time be published in The Wall Street Journal under

"Money Rates" on such day (or if not published on such day on the most recent preceding

day on which published), plus two percent (2%) or (b) the maximum rate permitted by

applicable law.

(j) If Seller does enter more than one transaction with Buyer, Buyer may

provide a single invoice listing the relevant information detailed.

9.2 Billing for DS Supplier's Obligations to Other Parties

The Company shall have no responsibility for billing between the DS Supplier

and PJM; the DS Supplier and any Energy or Capacity source; or the DS Supplier and

any other third party. The Company will be solely responsible for billing DS Customers

for Default Service.

9.3 The DS Supplier Payment of Obligations to the Company

The DS Supplier shall pay all Charges it incurs hereunder in accordance with the
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following provisions:

(a) Each Billing Month, the Company shall submit an invoice to the DS

Supplier for all Charges owed by the DS Supplier under this Agreement. The DS

Supplier shall make payment for Charges shown on the invoice. The due date will be on

the first Business Day after the lgth day of each calendar month. The invoice will be sent

to the DS Supplier within eight (8) Business Days after the end of the Billing Month via

ovemight mail or other expeditious means.

(b) Invoices shall be subject to adjustment for any arithmetic errors,

computation effors, meter reading errors, or other elrors, provided that the effors become

known within one (1) year of the termination of this Agreement.

(c) The DS Supplier shall make payments of funds payable to the Company

by electronic transfer to a bank designated by the Company.

(d) If a good faith dispute arises between the Company and the DS Supplier

regarding an invoice, the disputing Party shall pay only the undisputed portion of the

invoice, if any, and shall present the dispute in writing and submit supporting

documentation to the non-disputing Party within one hundred twenty (120) calendar days

from the due date of the invoice in dispute. Billing disputes shall be addressed promptly,

and in accordance with the dispute resolution procedures set fonh in Article I I of this

Agreement. Upon resolution of a billing dispute, any payments made to either Party will

include simple interest on the payment at the lower of the Interest Index or six (6) percent

per annum payable from the date that notice of a bill dispute was received by the non-

disputing Party.

(e) If payment is made to the Company after the due date shown on the
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invoice, a late fee will be added to the unpaid balance until the entire invoice is paid.

This late fee shall be the lesser of (a) the per annum rate of interest equal to the prime

lending rate as may from time to time be published in The Wall Street Joumal under

"Money Rates" on such day (or if not published on such day on the most recent preceding

day on which published), plus two percent (2%) or (b) the maximum rate permitted by

applicable law.

ARTICLE 10: SYSTEM OPERATION

The Parties shall adhere to any applicable operational requirements of PJM

necessary to protect the integrity of the transmission system within the PJM Control Area

and the transmission systems of interconnected control areas, and shall satisfr any and all

PJM, RFC and NERC criteria, when applicable. The DS Supplier shall also adhere to

any applicable operational requirements of the Company necessary to protect the

integrity of the Company's local distribution system.

10.1 Disconnection and Curtailment by the Company

The Company shall have the right, without incurring any liability to the DS

Suppliers, to disconnect (or otherwise curtail, intemrpt or reduce deliveries from) the DS

Suppliers or to disconnect (or otherwise curtail, intemrpt or reduce deliveries to) any

Customer whenever the Company determines in the exercise of its good faith discretion,

or when the Company is directed by PJM, that such a discorurection, curtailment,

intemrption or reduction is necessary to facilitate construction, installation, maintenance,

repair, replacement or inspection of any of the Company's facilities, or due to any other

reason affecting the safe and reliable operation of the Company's or a Customer's

facilities, including, without limitation, an Emergency, forced outage or potential
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overloading of the Company's transmission andlor distribution circuits, potential damage

to any Customer's facilities or any risk of injury to persons or property.

10.2 Inadvertent Loss of Service to DS Customers

The Parties agree and acknowledge that service to DS Customers may be

inadvertently lost due to storms, weather, accidents, breakage of equipment or other

events beyond the reasonable control of the Company affecting the transmission and

distribution system of the Company. Neither Party will have any liability to the other

Party for the occurrence of such events except for the Company's obligation to pursue

steps for the resumption of the disrupted service as set forth in Section 10.3 below. In no

event will an inadvertent loss of service affect a Party's obligation to make any payments

then due or becoming due with respect to performance rendered prior to such inadvertent

loss of service.

10.3 Good Faith Efforts

The Company shall use good faith efforts to minimize any curtailment,

interruption or reduction in service to DS Customers to the extent reasonably practicable

under the circumstances.

10.4 PJM Requirements

The DS Supplier acknowledges and agrees that, as a member of PJM, the

Company is bound by all PJM operating instructions, policies and procedures as are

currently set forth in the PJM Operating Manual, which are available through the Internet

on the PJM Home Page (http://www.pjm.com), as may be revised from time to time,

which are needed to maintain the integrity of the PJM system. The DS Supplier

acknowledges and agrees that it will cooperate with the Company so that the Company
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will be in compliance with all PJM Emergency Operations Procedures, which include,

but are not limited to, those procedures pertaining to minimum and maximum generation

Emergencies, and measures requiring involuntary Customer participation, such as supply

voltage reduction or full intemrption of Customer load by either manual or automatic

means.

10.5 Compliance with Governmental Directives

The DS Supplier also acknowledges and agrees that the Company may need to act

in response to governmental or civil authority directives which may affect DS Customer

load. The DS Supplier agrees to cooperate with the Company in order to comply with

said directives.

ARTICLE 11: DISPUTE RESOLUTION

11.1 Informal Resolution of Disputes

Before pursuing resolution of any dispute arising out of this Agreement (other

than an Event of Default under Article 5.1(i)-(ix), (xii), or (xvi)), the disputing Party shall

provide written notice to the other Party setting forth the nature of the dispute, the amount

involved, if any, and the remedies sought. The Parties shall use good faith and

reasonable commercial efforts to informally resolve such dispute. Such efforts shall last

for a period of at least thirty (30) calendar days from the date that the notice of the

dispute is first delivered from one Party to the other Party. Any amounts that are owed

by one Party to the other Party as a result of resolution of a dispute pursuant to this

Article ll.l (Informal Resolution of Disputes), shall be paid within two (2) Business

Days of such resolution and the payment shall include interest calculated at the Interest

Index from the original due date through the date of payment.
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ll.2 Recourse to Agencies or Courts of Competent Jurisdiction

After the requirements of Article ll.1 (Informal Dispute Resolution) have been

satisfied, all unresolved disputes, except as noted below, between the Parties shall be

submitted to the appropriate authority. Nothing in this Agreement shall restrict the rights

of either Party to file a complaint with the FERC under relevant provisions of the Federal

Power Act ("FPA"), with the PaPUC under relevant provisions of the Applicable Legal

Authorities, with the Allegheny Court of Common Pleas or with the Westem District of

Pennsylvania Federal Court. The Party's agreement hereunder is without prejudice to

any Party's right to contest the jurisdiction of the agency or court listed above to which a

complaint is brought.

The Parties hereby acknowledge and agree that both Parties have negotiated and

entered into this Agreement freely and in good faith and that the terms of this Agreement

have not been affected in any way, either directly or indirectly, by (A) any fraud, duress,

unfairness, or any inequity in the relative bargaining power of the Parties or (B) any

manipulation, unlawful activity, disruption, anomaly, dysfunction, or other adverse

market conditions of any type or description.

To the extent permitted by law and absent agreement to the contrary, each Party,

for itself and its successors and assigns, hereby expressly and irrevocably waives its

rights to argue before any governmental authority that any review, modification, or

rescission of this Agreement should be considered under any standard of review other

than the 'public interest" standard set forth in United Gas Pipe Line Co. v. Mobile Gas

Service Corp.,350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific

Power Co.,350 U.S. 348 (1956), affirmed by Morgan Stanley Capital Group, Inc. v.

69



Exhibit JP-3

Public Utility District No. I of Snohomish County, Washington, et al., 554 U.S. 527

(2008) (the "Mobile-Sierra Doctrine").

ARTICLE 12: REGULATORY AUTHORIZATIONS AND
JURISDICTION

l2.l Compliance with Applicable Legal Authorities

The Company and the DS Supplier are subject to, and shall comply with, all

existing or future applicable federal, State and local laws, all existing or future duly-

promulgated orders or other duly-authorized actions of PJM or of Applicable Legal

Authorities.

12.2 FERC Jurisdictional Matters

The inclusion herein of descriptions of procedures or processes utilized by PJM or

otherwise subject to the jurisdiction of FERC is intended solely for informational

purposes. If anything stated herein is found by the FERC to conflict with or be

inconsistent with any provision of the FPA, or any rule, regulation, order or

determination of the FERC under the FPA or if any existing procedures or processes

utilized by PJM are duly modified, the applicable FERC rule, regulation, order,

determination or modification shall control. To the extent required under any provision

of the FPA, or any rule, regulation, order or determination of the FERC under the FPA,

the Company and/or the DS Supplier, if applicable, shall use reasonable commercial

efforts to secure, from time to time, all appropriate orders, approvals and determinations

from the FERC necessary to support this Agreement.

123 Enerry Efficiency, Conservation, and Retail Market Programs

DS Supplier acknowledges that DS Customers may participate in energy
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effrciency and conservation programs offered by the Company (required by Applicable

Legal Authorities or otherwise offered by the Company whether voluntarily or not), by

PJM, or by other third parties and, for the avoidance of doubt, any programs offered or

conducted by the Company or other entities relating to or arising from the PaPUC's

Investigation of Pennsylvania's Retail Electricity Market, PaPUC Docket No. I-2011-

2237952 (including legislation enacted to address the Commission's Final Order in

Docket No. I-2011-2237952), and that such participation may reduce or change the

amount of DS Supply that DS Supplier is required to provide and the amount of monies it

may receive under this Agreement. The Company shall have no obligation whatsoever to

DS Supplier with respect to the effect, if any, of such progrtrms. DS Supplier is solely

responsible for determining the effect, if any, of such programs on future load

requirements.

ARTICLE 13: LIMITATION OF REMEDIES, LIABILITY AND
DAMAGES

13.1 Limitations on Liability

Except as set forth in this Agreement, there is no warranty of merchantability or

fitness for a particular purpose, and any and all implied warranties are disclaimed. The

Parties confirm that the express remedies and measures of Damages provided in this

Agreement satisfy the essential purposes hereof. For breach of any provision for which

an express remedy or measure of Damages is provided, such express remedy or measure

of Damages shall be the sole and exclusive remedy, the obligor's liability shall be limited

as set forth in such provision and all other remedies or Damages at law or in equity are

waived. If no remedy or measure of Damages is expressly provided herein, the obligor's

liability shall be limited to direct actual Damages only, such direct actual Damages shall
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be the sole and exclusive remedy, and all other remedies or Damages at law or in equity

are waived. Unless expressly herein provided, neither Party shall be liable for

consequential, incidental, punitive, exemplary or indirect Damages, lost profits or other

business intemrption Damages, by statute, in tort or contract, under any indemnity

provision or otherwise. It is the intent of the Parties that the limitations herein imposed

on remedies and the measure of Damages be without regard to the cause or causes related

thereto, including the negligence or any Party, whether such negligence by sole, joint or

concurrent, or active or passive. To the extent any Damages required to be paid

hereunder are liquidated, the Parties acknowledge that the Damages are difficult or

impossible to determine, or otherwise obtaining an adequate remedy is inconvenient and

the Damages calculated hereunder constitute a reasonable approximation of the harm or

loss.

13.2 Risk of Loss

Solely for purposes of determining risk of loss and for determining the indemnity

obligations under Article 14 of this Agreement, the Company shall be deemed to have

custody and control of the electric Energy delivered by the DS Supplier upon receipt

thereof into the Company's distribution system and until delivery thereof at the retail

electric meter of the Customer, and the DS Supplier shall be deemed to have custody and

control of the DS Supply at all times prior to receipt thereof by the Company. The Party

deemed to have custody and control of DS Supply shall be responsible for all loss or

damage to property or injury or death to persons arising in connection with such DS

Supply while in its custody and control and shall indemnifu the other Parties with respect

to same as set forth in Article 14 of this Agreement.
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ARTICLE 14: INDEMNIFICATION

14.l Indemnification

(a) Should the Company become the defendant in, or obligor for, any third

party claims and/or liabilities for losses, penalties, expenses, damage to property, injury

to or death of any person including a Party's employees or any third parties, that were

caused by or occur in connection with an act or omission of the DS Supplier with respect

to an obligation arising under or in connection with this Agreement, or for which the DS

Supplier has otherwise assumed liability under the terms of this Agreement, the DS

Supplier shall defend (at the Company's option), indemnify and hold harmless the

Company, its shareholders, board members, directors, officers and employees, from and

against any and all such third party claims and/or liabilities, and shall appoint counsel at

DS Supplier's expense, subject to the approval of Company, to defend any such claims or

liabilities, except to the extent that a court of competent jurisdiction determines that the

losses, penalties, expenses or damages were caused wholly or in part by the gross

negligence or willful misconduct of the Company. The Company may, at its own

expense, retain counsel and participate in the defense of any such suit or action.

(b) Should the DS Supplier (the "Indemnified DS Supplier") become the

defendant in, or obligor for, any third party claims and/or liabilities for losses, penalties,

expenses, damage to property, injury to or death of any person including a Party's

employees or any third parties, that were caused by or occur in connection with an act or

omission of the Company with respect to an obligation arising under or in connection

with this Agreement, or for which the Company has otherwise assumed liability under the

terms of this Agreement, the Company shall defend (at the option of the Indemnified DS
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Supplier), indemnify and hold harmless the Indemnified DS Supplier, its shareholders,

board members, directors, offrcers and employees, from and against any and all such

third party claims and/or liabilities, except to the extent that a court of competent

jurisdiction determines that the losses, penalties, expenses or damages were caused

wholly or in part by the gross negligence or willful misconduct of the Indemnified DS

Supplier. The Indemnified DS Supplier may, at its own expense, retain counsel and

participate in the defense of any such suit or action.

(c) If either Pany intends to seek indemnification under Article 1a.1(a) or

14.1(b), as applicable, from the other Party, the Party seeking indemnification shall give

the other Party notice of such claim within ninety (90) days of the later of the

commencement of, or the Party's actual knowledge of, such claim or action. Such notice

shall describe the claim in reasonable detail and shall indicate the amount, estimated if

necessary, of the claim that has been, or may be, sustained by said Party. To the extent

that the other Party will have been actually and materially prejudiced as a result of the

failure to provide such notice, such notice will be a condition precedent to any liability of

the other Party under the provisions for indemnification contained in this Agreement.

Neither Party may settle or compromise any claim without the prior consent of the other

Party; provided, however, said consent shall not be unreasonably withheld, conditioned

or delayed.

14.2 SurvivesAgreement

The obligation of a Party to defend, indemnify, and hold harmless another Party

under this Article shall survive termination of this Agreement and shall not be limited in

any way by atry limitation on the amount or type of damages, compensation or benefits
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payable by or for either Party under any statutory scheme, including any Worker's

Compensation Acts, Disability Benefit Acts or other Employee Benefit Acts.

ARTICLE 15: FORCE MAJEURE

15.1 Force Majeure

Notwithstanding anything in this Agreement to the contrary, the Parties shall be

excused from performing their respective obligations under this Agreement (other than

the obligation to make payments with respect to performance prior to the event of Force

Majeure) and shall not be liable for damages or otherwise due to their failure to perform,

during any period that one Party is unable to perform due to an event of Force Majeure,

provided that the Party declaring an event of Force Majeure shall: (i) act expeditiously to

resume performance; (ii) exercise all commercially reasonable efforts to mitigate or limit

damages to the other Party; and (iii) fulfill the requirements set forth in Article 15.2

(Notification).

15.2 Notification

A Party unable to perform under this Agreement due to an event of Force Majeure

shall: (i) provide prompt written notice of such event of Force Majeure to the other Party,

which shall include an estimate of the expected duration of the Party's inability to

perform due to the event of Force Majeure; and (ii) provide prompt notice to the other

Party when performance resumes.

ARTICLE 16: MISCELLANEOUS PROVISIONS

16.1 Notices

Unless otherwise stated herein, all notices, demands or requests required

permitted under this Agreement shall be in writing and shall be personally delivered
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sent by overnight express mail or courier service. Notice may also be provided via e-mail

or facsimile transmission (with the original transmitted by any of the other delivery

methods specified in the previous sentence) addressed per the notification information for

the DS Supplier and Company as set forth in Exhibit 2hereto.

Such notices, demands or requests shall also be provided to such other person at

such other address as a Party may designate by like notice to the other Party. Notice

received after the close of the Business Day shall be deemed received on the next

Business Day.

16.2 No Prejudice of Rights

The failure of a Party to insist on any one or more instances upon strict

performance of any provisions of this Agreement, or to take advantage of any of its rights

hereunder, shall not be construed as a waiver of any such provisions or the

relinquishment of any such right or any other right hereunder, which shall remain in full

force and effect. No term or condition of this Agreement shall be deemed to have been

waived and no breach excused unless such waiver or consent to excuse is in writing and

signed by the Party claimed to have waived or consented to excuse.

16.3 Effect of Regulatory or Legislative Actions

(a) The Parties agree that the Company's obligations under this Agreement

are contingent on, and limited by, the Company's ability to recover all

costs incurred by it under this Agreement from its retail customers in full

and on a current basis. If any statutes, rules, regulations, or orders are

enacted, amended, entered, or revoked which have the effect of depriving

the Company's full and current recovery of said costs, the Company may

terminate this Agreement upon ten (10) days written notice. The Parties
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agree that any such termination shall not constitute an Event of Default

under this Agreement.

(b) If any statutes, rules, regulations, or orders are enacted, amended, entered,

or revoked which transfers the Company's obligation to procure or supply

DS Supply to third party, this Agreement may be transferred to such third

party in accordance with the provisions of Section 16.4 below. The

Parties agree that any such transfer shall not constitute an Event of Default

under this Agreement.

(c) In the event that this Agreement is terminated as a result of any of the

reasons set forth in subsections (a) and (b) of Section 16.3 above, the

Parties agree that the Company shall not be liable for any costs or

damages incurred or otherwise associated with (i) the transfer of the

Company's obligation to obtain or provide DS Supply to third party, or (ii)

the elimination of the Company's obligation to obtain or provide DS

Supply.

16.4 Assignment

Parties shall not assign any of their rights or obligations under this Agreement

without obtaining the prior written consent of the non-assigning Party, which consent

shall not be unreasonably withheld. No assignment of this Agreement shall relieve the

assigning Party of any of its obligations under this Agreement until such obligations have

been assumed by the assignee and all necessary consents have been obtained. Any

assignment in violation of this Section 16.4 shall be void; provided, however, the

Company may assign any or all of its rights and obligations under this Agreement

notwithstanding anything contained herein to the contrary, without the DS Supplier's
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consent, to any entity succeeding to all or substantially all of the assets of the Company,

or to a third party in accordance with Section 16.3(b), if such assignee agrees, in writing,

to be bound by all of the terms and conditions hereof and all necessary regulatory

approvals are obtained. The DS Supplier may, with prior written notice to the Company

but without obtaining the approval of the Company, assign the accounts, revenues or

proceeds under this Agreement to a third party. The Company agrees that, following

receipt ofsuch notice ofthe assignment ofaccounts, revenues or proceeds and such other

documentation that the Company may reasonably request, the Company will pay amounts

becoming due to the assigning DS Supplier under this Agreement directly to the

designated assignee; provided, however, that nothing herein shall enlarge or expand the

rights of such designated assignee beyond the rights granted to the DS Supplier, and the

right of such designated assignee to receive payments shall be subject to all defenses,

offsets and claims of the Company arising under this Agreement.

16.5 Governing Law and Venue

To the extent not subject to the jurisdiction of the FERC, questions including

those concerning the formation, validity, interpretation, execution, amendment,

termination and construction of this Agreement shall be governed by the laws of the

Commonwealth of Pennsylvania, without regard to principles of conflicts of law. Except

for matters jurisdictional to FERC, the PUC or the appellate courts having jurisdiction

over the PUC or FERC matters, all disputes hereunder shall be resolved in the

Pennsylvania State court or Federal court of competent jurisdiction and within reasonably

close proximity to the Company. Each Party hereby waives its respective rights to any

jury trial with respect to any litigation arising under or in connection with this
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Agreement.

16.6 RegulatoryApprovals

DS Supplier agrees to cooperate, to the fullest extent necessary, to obtain any and

all required State, Federal or other regulatory approvals of the Agreement and/or

Transaction Confirmations hereunder. The commencement of the Delivery Period and

the obligations hereto are subject to (i) the receipt or waiver by Company of all Company

required regulatory approvals, (ii) the receipt or waiver by DS Supplier of all DS Supplier

required regulatory approvals, and (iii) Pennsylvania PUC approval.

16.7 Headings

The headings and subheadings contained in this Agreement are used solely for

convenience and do not constitute a part of the Agreement between the Parties hereto, nor

should they be used to aid in any manner in the construction of this Agreement.

16.8 Third Party Beneficiaries

This Agreement is intended solely for the benefit of the Parties hereto and nothing

in this Agreement shall be construed to create any duty or standard of care with reference

to, or any liability to, any person not a Party to this Agreement.

16.9 GeneralMiscellaneousProvisions

(a) This Agreement shall not be interpreted or construed to create an

association, joint venture, or partnership between the Parties, or to impose any

partnership obligation or liability upon any Party. No Party shall have any right, power,

or authority to enter into any agreement or undertaking for, or on behalf ol or to act as or

be an agent or representative of, or to otherwise bind, any other Party.

(b) Cancellation, expiration or Early Termination of this Agreement shall not
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relieve the Parties of obligations that by their nature survive such cancellation, expiration

or termination, including warranties, remedies, promises of indemnity and

confidentiality.

(c) Should any provision of this Agreement be held invalid or unenforceable,

such provision shall be invalid or unenforceable only to the extent of such invalidity or

unenforceability without invalidating or rendering unenforceable any other provision

hereof unless it materially changes the agreement of the Parties; provided that in such

event the Parties shall use commercially reasonable efforts to amend this Agreement or

any Transaction in order to give effect to the original intention of the Parties.

(d) Each of the Parties acknowledges that it has read this Agreement,

understands it, and agrees to be bound by its terms. This Agreement is intended by the

Parties as a final expression of their agreement. The Parties further agree that this

Agreement is the complete and exclusive statement of agreement and supersedes all

proposals (oral or written), understandings, representations, conditions, warranties,

covenants and all other communications between the Parties relating thereto. This

Agreement shall be considered for all purposes as prepared through the joint efforts of the

Parties and shall not be construed against one Party or the other as a result of the

preparation, substitution, submission or other event of negotiation, drafting or execution

hereof. Each Party further agrees that it will not assert, or defend itself, on the basis that

any applicable tariff is inconsistent with this Agreement or any Transaction.

16.10 Taxes

As between the Parties: (i) the DS Supplier is responsible for the payment of all

taxes imposed by all present and future federal, state, municipal or other taxes imposed
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by any taxing authority on the wholesale sales of DS Supply under this Agreement; and

(ii) the Company is responsible for the payment of all taxes imposed by all present and

future federal, state, municipal or other taxes imposed by any taxing authority on retail

sales of DS Supply under this Agreement. Should the DS Supplier be required to remit

any Pennsylvania State Sales and Use Taxes directly to the applicable taxing authority,

other than taxes previously collected by the DS Supplier on behalf of the Company, the

Company will defend and indemnifu the DS Supplier for such Sales and Use Taxes and

will pay to the DS Supplier all such tax amounts upon demand. If any Transaction is

exempt from the payrnent of any such taxes, the affected DS Supplier will, if requested,

provide the Company with valid tax exemption certificates. Should the Company be

required to remit any such taxes directly to any applicable taxing authority, other than

taxes previously collected by the Company directly from the DS Supplier, the DS

Supplier will defend and indemnify the Company and will pay to the Company all such

tax amounts upon demand.

16.11 Audit

Each Party has the right on at least three (3) Business Days prior written notice, at

its sole expense and during normal working hours, to examine the records of the other

Party to the extent reasonably necessary to verify the accuracy of any statement, charge

or computation made pursuant to this Agreement. If any such examination reveals any

inaccuracy in any statement, the necessary adjustments in such statement and the

payments thereof will be made in accordance with Article 9 (Billing and Payment) and

9.1(i) (Interest on Unpaid Balances) of this Agreement.
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16.12 Rules of Interpretation

The following principles shall be observed in the interpretation and construction

of this Agreement:

(a) Unless otherwise stated, the terms "include" and "including" when used in

this Agreement shall be interpreted to mean by way of example only and

shall not be considered limiting in any way;

All titles and headings used herein are for convenience and reference

purposes only, do not constitute a part of this Agreement and shall be

ignored in construing or interpreting the obligations of the parties under

this Agreement;

(b)

(c)

(d)

(e)

References to the singular include the plural and vice versa;

References to Articles, Sections, Clauses and the Preamble are, unless the

context indicates otherwise, references to Articles, Sections, Clauses and

the Preamble of this Agreement;

In carrying out its rights, obligations and duties under this Agreement,

each Party shall have an obligation of good faith and fair dealing; and

If any payment due under this Agreement would be, by operation of the

terms and conditions of any provision hereof, due and payable on a day

other than a Business Day, such payment shall be made on the next

following Business Day.

(f)
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16.13 Confidentiality

(a) Each Party shall hold in confidence and not release or disclose any

document or information fumished by the other Party in connection with this Agreement,

unless: (i) compelled to disclose such document or information by judicial, regulatory or

administrative process or other provisions of law; (ii) such document or information is

generally available to the public; (iii) such document or information was available to the

receiving Party on a non-confidential basis; (iv) such document or information was

available to the receiving Party on a non-confidential basis from a third-party, provided

that the receiving Party does not know, and, by reasonable effort, could not know that

such third-party is prohibited from transmitting the document or information to the

receiving Party by a contractual, legal or fiduciary obligation; or (v) such disclosure is

made to PJM or PaPUC and is necessary in order for the Transactions contemplated by

this Agreement to be consummated or to otherwise comply with the provisions of this

Agreement.

(b) Notwithstanding any other provision of this Section 16.12, a Party may

disclose to its employees, representatives and agents all documents and information

fumished by the other Party in connection with this Agreement, provided that such

employees, representatives and agents have been advised of the confidentiality provisions

of this Section 16.12, and further provided that in no event shall a document or

information be disclosed in violation of the standard of conduct requirements established

by FERC.

(c) A Party receiving notice or otherwise concluding that any confidential

document or information furnished by the other Party in connection with this Agreement

83



Exhibit JP-3

is being sought under any provision of law, to the extent it is permitted to do so under any

applicable law, shall: (i) promptly notify the other Party; and (ii) use reasonable efforts in

cooperation with the other Party to seek confidential treatment of such confidential

information.

(d) The Parties agree that monetary damages may be inadequate to

compensate a Party for the other Party's breach of its obligations under this Section

16.12. Each Party accordingly agrees that the other Party shall be entitled to equitable

relief, by way of injunction or otherwise, if the receiving Party breaches or threatens to

breach its obligations under this Article 16.12, which equitable relief shall be granted

without bond or proof of damages, and the receiving Party shall not plead in defense that

there would be an adequate remedy at law.

16.14 Federal Acquisition Regulation

If any of the following clauses prescribed by the Federal Acquisition Regulation

("FAR"),48 Code of Federal Regulations Chapter 1, should be deemed to apply to this

Agreement, the DS Supplier shall comply with the requirements of such clause(s), and

shall include the terms or substance of such clause(s) in its subcontracts, as and to the

extent required by the FAR:

1) Clean Air and Water: S 52.223-2;

2) Contract Work Hours and Safety Standards Act-Overtime Compensation:

5 52.222-a;

3) Equal Opportunity: $ 52.222-26;

4) Affirmative Action for and Employment Reports on Special Disabled and

Vietnam Era Veterans: $ 52.222-35 and $ 52.222-37;
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Affrrmative Action for Handicapped Workers: $ 52.222-36; and

Utilization of Small Business Concerns and Small Disadvantaged

Business Concerns and Small Business and Small Disadvantased Business

Subcontracting Plan: $ 52.219-8 and $ 52-219-9.

In case of a conflict between the provisions of the FAR and the balance of this

Agreement, the requirements of the FAR shall prevail.

16.15 Binding Terms

This Agreement and the rates, terms and conditions herein shall remain in effect

for the entire term hereof and each Party agrees not to seek any change to such rates,

terms and conditions pursuant to the FPA, if the FPA is deemed to have jurisdiction over

this Agreement, including on the grounds that they are not just and reasonable.

16.16 Amendment

This Agreement, including the appendices hereto, cannot be amended without the

written agreement of all Parties prior to such amendment becoming effective. Except as

provided in Appendix C, the rates, terms and conditions contained in this Agreement are

not subject to change under Sections 205 or 206 of the Federal Power Act absent the

mutual written agreement of the Parties. To the extent permitted by law and absent

agreement to the contrary, each Party, for itself and its successors and assigns, hereby

expressly and irrevocably waives its rights to argue before any governmental authority

that any review, modification, or rescission of this Agreement should be considered under

any standard of review other than the "public interest" standard set forth in United Gas

Pipe Line Co. v. Mobile Gas Service Corp.,350 U.S. 332 (1956) and Federal Power

Commission v. Sierra Pacffic Power Co., 350 U.S. 348 (1956), affirmed by Morgan

s)

6)
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Stanley Capitol Group, Inc. v. Public Utility District No. I of Snohomish County,

Washington, et aL.,554 U.S. 527 (2008) (the "Mobile-Sierra Doctrine").

16.17 Counterparts

This Agreement may be executed in counterparts, each of which will be

considered an original, but all of which shall constitute one instrument.

16.18 Successors

This Agreement and all of the provisions hereof are binding upon, and inure to the

benefit of the Parties and their respective successors and permitted assigns.
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be

executed by their duly authorized representatives as of the date first set forth above.

ATTEST: DUQUESNE LIGHT COMPANY

By:
Name: C. James Davis, Jr.
Title: Director, Rates and Energy
Procurement & Federal/RTO Affairs

ATTEST: lrNsERrl

Title:

By:

Name:

Title:

Title:
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APPENDIX A- MAXIMT]M UNSECURED CREDIT

Credit Rating Matrix Tables for EDC's

EDC: Duquesne Lisht Companv

Credit Rating of the DS Supplier

Exhibit JP-3

Maximum Credit Limit (calculated as the lesser
of the percentage of TNW or the Credit Limit
Cap below)

S&P

A- and above

BBB +
BBB
BBB-
BB+
BB
BB.
Below BB-

Moody's

,{3 and above

Baal
Baa2

Baa3
Bal
Ba2
Ba3

Below Ba3

Fitch

A- and above

BBB +
BBB
BBB-
BB+
BB
BB-
Below BB-

Percentage of
TNW
r6%
t0%
7Yo

3%
0%
0%
0%
0%

Credit Limit Cap

$60,000,000
$40,000,000
$30,000,000
$20,000,000
$0
s0
$o
s0

Credit Rating Determination Methodology

The DS Supplier or it Guarantor must have a minimum senior unsecured debt rating (or,

if unavailable, corporate issuer rating) equal to the Minimum Rating. If the DS Supplier

or its Guarantor is rated by three rating agencies, and the ratings are split, the lowest

rating will be used. Minimum Rating - The lowest credit rating for a DS Supplier, as set

forth in this Appendix A, that can obtain unsecured credit.
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APPENDIX B _ METHODOLOGY FOR CALCULATION OF MARK
TO MARKET (MTM) EXPOSURE

Parameters

In calculating the MtM Exposure for each Transaction, the following parameters are set

on the Transaction Date:

l. On-Peak Initial Mark Price

2. Off-Peak Initial Mark Price

3. MW-Measure

4. On-Peak Estimated Energy Quantity Per MW-Measure for each of the twelve

calendar months

5. Off-Peak Estimated Energy Quantity Per MW-Measure for each of the twelve

calendar months

6. Number of awarded Bid Blocks

In calculating the MtM Exposure for each Transaction, the following parameters are set

each Business Day subsequent to the Transaction Date:

l) On-Peak Forward Price

2) Off-Peak Forward Price

3) Current Capacity PLC Per Bid Block

4) On-Peak Estimated Energy Quantity

5) Off-Peak Estimated Energy Quantity

Determination of On-Peak Forward Prices
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On each Business Day subsequent to the Transaction date, Buyer or Broker will

contact four Reference Market-Makers to obtain bid and ask Energy price quotes for AEP

Dayton Hub On-Peak Hours for each month of the Delivery Period. For Buyer to include

a monthly On-Peak Forward Price quote from a Reference Market-Maker, both bid and

ask prices must be available. For any month for which there are no single month quotes,

but for which there are two month, quarterly, or 12 month quotes available ("Aggregate

Quotes"), Buyer shall disaggregate the Aggregate Quote into monthly components in the

following manner. The most recently available single month quotes for the same

calendar months contained in the Aggregate Quote shall be averaged. The percentage by

which each single month price differs from average of the single month prices for the

same time period of the Aggregate Quote will be applied to the Aggregate Quote to

establish monthly prices for the like month of the Aggregate Quote, such that the average

will be Aggregate Quote. In the event that quotes for one or more months of a multi-

month block and for the entire multi-month block in aggregate are both available, but are

inconsistent with each other. Buver will use the one that is most consistent with other

available quotes.

Quotes from the Reference Market-Makers will be examined to identifi'quotes that are

out of line and potentially invalid or are in obvious error. Reference Market-Makers will

be asked to either correct or verify data that is anomalous and/or inconsistent with that

provided by other sources or is in obvious error. If the data cannot be verified in time for

the daily mark, the anomalous data will be discarded.

To the extent that On-Peak Forward Price quotes are not available for a given month on a

given Business Day, either as single month price quotes or as an Aggregate Quote, Buyer

shall establish the On-Peak Forward Price for that month using a methodology that

utilizes the best information available to Buyer at that time. For example, the On-Peak

Forward Price for the given month may be updated based on the changes in On-Peak

Forward Price quotes for different months provided by Reference Market-Makers

between the prior Business Day and the current Business Day
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Determination of Off-Peak Forward Prices

On each Business Day subsequent to the Transaction date, Buyer or Broker will

contact four Reference Market-Makers to obtain bid and ask Energy price quotes for AEP

Dayton Hub Off-Peak Hours for each month of the Delivery Period. For Buyer to

include a monthly Off-Peak Forward Price quote from a Reference Market-Maker, both

bid and ask prices must be available. For any month for which there are no single month

quotes, but for which there are two month, quarterly, or 12 month quotes available

("Aggregate Quotes"), Buyer shall disaggregate the Aggregate Quote into monthly

components in the following manner. The most recently available single month quotes

for the same calendar months contained in the Aggregate Quote shall be averaged. The

percentage by which each single month price differs from the average of the single month

prices for the same time period of the Aggregate Quote will be applied to the Aggregate

Quote to establish monthly prices for the like month of the Aggregate Quote, such that

the average will be Aggregate Quote. In the event that quotes for one or more months of

a multi-month block and for the entire multi-month block in aggregate are both available,

but are inconsistent with each other, Buyer will use the one that is most consistent with

other available quotes.

Quotes from the Reference Market-Makers will be examined to identify quotes that are

out of line and potentially invalid or are in obvious error. Reference Market-Makers will

be asked to either correct or verify data that is anomalous and/or inconsistent with that

provided by other sources or is in obvious error. If the data cannot be verified in time for

the daily mark, the anomalous data will be discarded.

To the extent that Off-Peak Forward Price quotes are not available for a given month on a

given Business Day, either as single month price quotes or as an Aggregate Quote, Buyer

shall establish the Off-Peak Forward Price for that month using a methodology that

utilizes the best information available to Buyer at that time. For example, the Off-Peak

Forward Price for the given month may be updated based on the changes in Off-Peak
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Forward Price quotes for different months provided by Reference Market-Makers

between the prior Business Day and the current Business Day.

Example of Disaggregating Aggregate Quotes

The following is an example of the process to be used for disaggregating

Aggregate Quotes:

a. Aggregate Quote only available for January - March: $60/MWh.

b. Immediate Prior Calendar year quotes for January, February, and March

as follows:

January: $42A4Wh

February: $45/Ir{Wh

March: $40A4Wh

c. Calculations as follows:

l. Calculate Average price in (b): $42.33/MWh

2. Calculate monthly deviation from Average:

January: 99.2% ($421$42.33)

February: 106.3% ($45l$42.33)

March: 94.5% ($40/$42.33)

3. Disaggregate the Aggregate Quote by applying percentages

from c.(2) to the available aggregate quote:

January: $59.53 ($60 x 99.2%)

February: S63.78 ($60 x 106.3%)

March: S56.69 ($60 x 94.5%)
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Mark-To-Market Example

Dey on which MtM ir Cdculrtcd: Juc 24, 201I
Mcsurc: 50 0 MW (m)

rt Crprcity PLC Pcr Bid Block: 40 0 MW (n)

of On-Pcrk Houro Rcmrining in Curent Monthr 187/o (o)

of OlEPcrk Houn Rcmaininc in Cuncnt Monih: 2l T/o

Ncccssary Infomntion from a Tnnsrction Confimttion:
Penod Juc l,20ll - lvlay 31,2012

BI@ks , (.,)

Estmated Enerry Quntrty Per Mw-Mcasuc
On-Pcak Off-Peak
Mwh(k) Mwh(r)

Jan llSm 8300

Fcb 13000 9100

Mar 9100 ffi
Apr 72ffi 5m0

May 8800 6200

lu 12900 9000

15200 10600

16000 11200

9500 afi
8300 5800

9800 6900

10900 'lgJo

Erposurc

5-k*n/m*1*o h=l*ry'm*J*p r(c*g)+(Ilh)
On-Pcak Off-Peak

On-Peak Off-Pcak On-Peak Off-Peak Change In Change In Estmted Est@ted MM
lottsl Mark Prrce Infnl Mark Prrce Fowrrd Prrce Foryard Pnce On-Pcak Prrcc Off-Peak Pncc Enerry Quntrty Energy Quntty Exposue

$a4wh $/Mwh vMwh $/tvIwh $,I!Iwh sMwh Mwh Mwh
Ju-ll s't$ 2795 5848 2a65 144 070 5,64 4,696 $ ll39
Jul-ll 72at 31 31 7526 3236 245 | 05 36,,180 E,M f ll6,m8

Aug-l I 7281 AB 7428 3491 | 4'l 0 68 38,4m 26,880 S 74J26

Seell 4556 2415 4'131 2508 175 093 22,86 16,080 $ Y,8v
OcGll 4323 2334 4609 2489 286 155 19,920 13,920 $ '18,547

Nov-l I 43 23 25 50 46 40 27 38 3 17 I 88 23,5m 16,560 $ 105591

Dec-ll 4323 36 4486 n36 163 lm 25.1@ 182,10 $ 60.881

Jan-12 5073 38 55 5445 4139 3'12 2U 2l3m 19.90 $ 16l-
Feb-12 5o7l 3906 5361 4129 288 223 3120 2r,an S 138,559

Mar-12 4523 3075 47 U 3239 241 164 2r,W 15,360 $ Tt,82s

Apr-12 4523 2578 4801 2736 2,78 158 1728A 12,000 3 66'98
May-12 4706 24 49M 26Co 200 I 06 21,120 14,880
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CALCALATION OF MTM EXPOSARE FOR HOARLY PRICE TRANSACTIONS

The MtM Exposure for an Hourly Price Transaction shall be calculated as follows.

During the first month of the term of a Transaction, the MtM Exposure shall be equal to

Two Hundred Fifty Thousand Dollars (US$250,000.00) per Tranche. Thereafter, the

MtM Exposure shall be calculated on the first Business Day of each month during the

term of a Transaction and shall be deemed equal to the product of: (i) Two Hundred Fifty

Thousand Dollars (US$250,000.00) per Tranche; (ii) the ratio of the Current Capacity

PLC Per Tranche to the MW-Measure; (iii) the number of Tranches awarded to the DS

Supplier per the Transaction Confirmation; and (iv) the ratio of the calendar days

remaining in the Delivery Period to the total calendar days in the Delivery Period. The

following definitions shall apply for the purposes of this calculation:

"Capacit)'Peak Load Contribution" or "Capacity PLC" means the aggregation of

retail customer peak load contributions, as determined by the Buyer in accordance with

the PJM Agreements and reported by Buyer to PJM pursuant to Buyer's retail load

settlement process, and used by PJM in determining the DS Supplier's capacity

obligation for each Transaction.

"Current Capacity PLC Per Tranche" is the Capacity PLC of a Tranche as of the

Business Day the MtM Exposure is calculated for the Transaction.

"MW-M9ASu[9" means the Current Capacity PLC Per Tranche as of the

Transaction Date.
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APPBNDIX C. DS SUPPLY SPECIFICATIONS

The following DS Supply specifications will be specified in Transaction Confirmations to

this SMA.

Product:

Full Requirements Service, meaning all of the following necessary services or products

that are required to supply the DS Responsibility Share for the DS Customers associated

with the Transaction Confirmation, including:

Energy, Capacity, transmission, Ancillary Services, Alternative Energy Credits for

compliance with the AEPS Act, transmission and distribution system losses, congestion

management costs, and such other products and services that are required except for

distribution service.

Appendix D - describes Company and DS Supplier Responsibilities for PJM Billing

Statement Line Item Credits and Charges associated with the Product.

Appendix E - further describes DS Supplier responsibilities for compliance with the

AEPS Act in the product specification.

DS Customer Group:

Each Transaction Confirmation shall be associated with DS Supply to one of the

following DS Customer categories as defined in the DS Tariff:
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Residential & Lighting;

Small Commercial and Industrial (annual peak demands less than 25kW);

Medium Commercial and Industrial (annual peak demands greater than or equal to 25kW

and less than 300kW);

Large Commercial and Industrial (annual peak demands greater than 300kW)

Seruice Type:

Residential & Lighting : RA, RS, RH, AL, SE, SM, SH, PAL

Small Commercial and Industrial : GS, GM < 25 kW, GMH < 25 kW, MTSruMS, UMS

Medium Commercial and Industrial : GM > 25 kW, GMH > 25 kW

Large Commercial and Industrial : GL, GLH, L, HVPS

Delivery Point:

Duquesne Residual Aggregate Zone in PJM

Delivery Period:

Will be specified in Transaction Confirmations to this SMA.

Number of Tranches and Percentage for Each Tranche:

Will be specified in Transaction Confirmations to this SMA.

DS Supplier Responsibility Share:

Fixed percentage share of DS Load for DS Customer Group associated with Transaction

Confirmation. Typically, number of tranches won x Tranches Percentage for the DS

Customer Group. Will be specified in Transaction Confirmations to this SMA.

Seasonal Billing Factor:

None used.

9
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APPENDIX D - RESPONSIBILITIES FOR PJM BILLING LINE
ITEMS AS DEFINED IN APPLICABLE PJM AGREEMENT OR
MANUAL

Responsible Party

ID# PJM Billing Statement Line Items EDC DS Supplier

ID# CHARGES

1000 Amount Due for Interest on Past Charges DS Supplier

I 100 Network Integration Transmission Service EDC

1101 Network Integration Transmission Service
(ATSI Low Voltaee)

EDC

rt02 Network Integration Transmission Service
(exempt)

EDC

I 104 Network Integration Transmission Service
Offset

EDC

I 108 Transmission Enhancement EDC

1 109 MTEP Project Cost Recovery DS Supplier

lll0 Direct Assisnment Facilities DS Supplier

rt20 Other Supporting Facilities DS Supplier

1 130 Firm Point-to-Point Transmission Service DS Supplier

1 133 Firm Point-to-Point Transmission Service
Resale Charge

DS Supplier

I 135 Neptune Voluntary Released Transmission
Service Girm)

DS Supplier

I 136 Hudson Voluntary Released Transmission
Service Girm)

DS Supplier

I 138 Linden Voluntary Released Transmission
Service (Firm)

DS Supplier

I



Exhibit JP-3

I 140 Non-Firm Point-to-Point Transmission
Service

DS Supplier

tt43 Non-Firm Point-to-Point Transmission
Service Resale Charse

DS Supplier

tl45 Neptune Voluntary Released Transmission
Service Non-Firm)

DS Supplier

r46 Neptune Default Released Transmission
Service (Non-Firm)

DS Supplier

I r47 Neptune Unscheduled Usage Billing
Allocation

DS Supplier

1 155 Linden Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

1 156 Linden Default Released Transmission
Service (Non-Firm)

DS Supplier

rl57 Linden Unscheduled Usage Billing
Allocation

DS Supplier

tl65 Hudson Voluntary Released Transmission
Service fNon-Firm)

DS Supplier

t166 Hudson Default Released Transmission
Service Non-Firm)

DS Supplier

tt67 Hudson Unscheduled Usage Billing
Allocation

DS Supplier

1200 Day-ahead Spot Market Energy DS Supplier

1205 Balancing Spot Market Energy DS Supplier

t2t0 Day-ahead Transmission Congestion DS Supplier

t2t5 Balancing Transmission Congestion DS Supplier

t2t8 Planning Period Congestion Uplift DS Supplier

1220 Day-ahead Transmission Losses DS Supplier

r225 Balancing Transmission Losses DS Supplier

t230 Inadvertent Interchange DS Supplier

1240 Day-ahead Economic Load Response DS Supplier

l24l Real-time Economic Load Response DS Supplier

t242 Day-ahead Load Response Charge
Allocation

DS Supplier

t243 Real-time Load Response Charge
Allocation

DS Supplier
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1245 Emergency Load Response DS Supplier

1250 Meter Error Correctron DS Supplier

r260 Emergency Energy DS Supplier

1301 PJM Scheduling, System Control and
Dispatch Service - Control Area
Administration

DS Supplier

1302 PJM Scheduling, System Control and
Disoatch Service - FTR Administration

DS Supplier

1303 PJM Scheduling, System Control and
Dispatch Service -Market Support

DS Supplier

t304 PJM Scheduling, System Control and
Dispatch Service - Regulation Market
Administration

DS Supplier

1305 PJM Scheduling, System Control and
Dispatch Service - Capacity
Resource/Oblieation Msmt.

DS Supplier

1306 PJM Scheduling, System Control and
Dispatch Service - Advanced Second
Control Center

DS Supplier

1307 PJM Scheduling, System Control and
Dispatch Service - Market Support Offset

DS Supplier

1308 PJM Scheduling, System Control and
Dispatch Service Refund - Control Area
Administration

DS Supplier

1309 PJM Scheduling, System Control and
Dispatch Service Refund - FTR
Administration

DS Supplier

l3l0 PJM Scheduling, System Control and
Dispatch Service Refund - Market Support

DS Supplier

l3l1 PJM Scheduling, System Control and
Dispatch Service Refund -Regulation
Market Administration

DS Supplier

r3t2 PJM Scheduling, System Control and
Dispatch Service Refund - Capacity
Resource/Oblieation Mgmt.

DS Supplier

1313 PJM Settlement,Inc. DS Supplier

t3t4 Market Monitoring Unit (MMU) Funding DS Supplier

l3l5 FERC Annual Charge Recovery DS Supplier

1316 Organization of PJM States, Inc. (OPS!
Fundins

DS Supplier
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t3t7 North American Electric Reliability
Comoration fNERC)

DS Supplier

1318 Reliability First Corporation (RFC) DS Supplier

t320 Transmission Owner Scheduling, System
Control and Dispatch Service

DS Supplier

1330 Reactive Supply and Voltage Control from
Generation and Other Sources Service

DS Supplier

1340 Regulation and Frequency Response
Service

DS Supplier

I 350 Energy Imbalance Service DS Supplier

1360 Synchronized Reserve DS Supplier

1362 Non-Svnchro nized Reserve DS Supplier

r 365 Day-ahead Scheduling Reserve DS Supplier

r370 Day-ahead Operating Reserve DS Supplier

l37l Day-ahead Operating Reserve for Load
Resoonse

DS Supplier

1375 Balancing Operating Reserve DS Supplier

t376 Balancing Operating Reserve for Load
Response

DS Supplier

1377 Synchronous Condensing DS Supplier

1378 Reactive Services DS Supplier

r380 Black Start Service DS Supplier

1400 Load Reconciliation for Spot Market
Enersv

DS Supplier

1410 Load Reconciliation for Transmission
Consestion

DS Supplier

1420 Load Reconciliation for Transmission
Losses

DS Supplier

1430 Load Reconciliation for Inadvertent
Interchanse

DS Supplier

1440 Load Reconciliation for PJM Schedulins.
System Control and Dispatch Service

DS Supplier

1441 Load Reconciliation for PJM Schedulins.
System Control and Dispatch Service
Refund

DS Supplier

4
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t442 Load Reconciliation for Schedule 9-6 -
Advanced Second Control Center

DS Supplier

r444 Load Reconciliation for Market Monitorins
Unit Fundins

DS Supplier

l44s Load Reconciliation for FERC Annual
Charse Recoverv

DS Supplier

r446 Load Reconciliation for Organization of
PJM States,Inc. (OPSI) Funding

DS Supplier

1447 Load Reconciliation for North American
Electric Reliabilitv Corporation fNERC)

DS Supplier

1448 Load Reconciliation for Reliabilitv First
Corporation RFC)

DS Supplier

1450 Load Reconciliation for Transmission
Owner Scheduling, System Control and
Dispatch Service

DS Supplier

r460 Load Reconciliation for Regulation and
Frequency Response Service

DS Supplier

r470 Load Reconciliation for Svnchronized
Reserve

DS Supplier

r472 Load Reconciliation for Non-Svnchronized
Reserve

DS Supplier

t475 DASR Load Reconciliation DS Supplier

r478 Load Reconciliation for Operating Reserve DS Supplier

1480 Load Reconciliation for Synchronous
Condensing

DS Supplier

t490 Load Reconciliation for Reactive Services DS Supplier

1s00 Financial Transmission Rishts Auction DS Supplier

1600 RPM Auction DS Supplier

r6l0 Locational Reliabilitv DS Supplier

1650 Non-Unit Specific Capacity Transaction DS Supplier

1660 Demand Resource and ILR Compliance
Penalty

DS Supplier

r66l Capacity Resource Defi ciency DS Supplier

r662 Generation Resource Rating Test Failure DS Supplier

t663 Qualiffing Transmission Upgrade
Compliance Penalty

DS Supplier
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1664 Peak Season Maintenance Compliance
Penalty

DS Supplier

t665 Peak-Hour Period Availabilitv DS Supplier

r666 Load Management Test Failure DS Supplier

t670 FRR LSE Reliabilitv DS Supplier

1680 FRR LSE Demand Resource And llr
Compliance Penalty

DS Supplier

1681 FRR LSE Capacity Resource Deficiency DS Supplier

r682 FRR LSE Generation Resource Rating Test
Failure

DS Supplier

I 683 FRR LSE Qualifying Transmission Upgrade
Compliance Penalty

DS Supplier

r684 FRR LSE Peak Season Maintenance
Compliance Penalw

DS Supplier

1685 FRR LSE Peak-Hour Period Availability DS Supplier

I 686 FRR LSE Load Management Test Failure DS Supplier

r687 FRR LSE Schedule 9-5 DS Supplier

r688 FRR LSE Schedule 9-6 DS Supplier

t7t0 PJMA{ISO Seams Elimination Cost
Assignment

DS Supplier

t7t2 Intra-PJM Seams Elimination Cost
Assisnment

DS Supplier

t720 RTO Start-up Cost Recovery DS Supplier

1730 Expansion Cost Recovery EDC

1900 Unscheduled Transmission Service DS Supplier

1910 Ramapo Phase Angle Regulators DS Supplier

1911 Michigan - Ontario Interface Phase Angle
Regulators

DS Supplier

t920 Station Power DS Supplier

1930 Generation Deactivation EDC

r932 Generation Deactivation Refund EDC

6
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1950 Virginia Retail Administrative Fee DS Supplier

19s2 Defened Tax Adjustment EDC

1955 Deferral Recovery DS Supplier

1980 Miscellaneous Bilateral DS Supplier

r995 PJM Annual Membership Fee DS Supplier

r999 PJM Customer Payment Default DS Supplier

ID# CREDITS

2100 Network Integration Transmission Service EDC

2t0l Network Integration Transmission Service
(ATSI Low Voltase)

EDC

2t02 Network Integration Transmission Service
(exempt)

EDC

2104 Network Integration Transmission Service
Offset

EDC

2106 Non-Zone Network Integration
Transmission Service

EDC

2108 Transmission Enhancement EDC

2109 MTEP Project Cost Recovery DS Supplier

2tt0 Direct Assignment Facilities DS Supplier

2120 Other Supporting Facilities DS Supplier

2130 Firm Point-to-Point Transmission Service DS Supplier

2132 Internal Firm Point-to-Point Transmission
Service

DS Supplier

2133 Firm Point-to-Point Transmission Service
Resale Credit

DS Supplier

2135 Neptune Voluntary Released Transmissron
Service Girm)

DS Supplier

2r36 Hudson Voluntary Released Transmission
Service Girm)

DS Supplier

2138 Linden Voluntary Released Transmission
Service Girm)

DS Supplier

2140 Non-Firm Point-to-Point Transmission
Service

DS Supplier
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2142 Internal Non-Firm Point-to-Point
Transmission Service

DS Supplier

2t43 Non-Firm Point-to-Point Transmission
Service Resale Credit

DS Supplier

2t4s Neptune Voluntary Released Transmission
Service fNon-Firm)

DS Supplier

2146 Neptune Default Released Transmission
Service (Non-Firm)

DS Supplier

2155 Linden Voluntary Released Transmission
Service fNon-Firm)

DS Supplier

2156 Linden Default Released Transmission
Service fNon-Firm)

DS Supplier

2t65 Hudson Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

2166 Hudson Default Released Transmission
Service (Non-Firm)

DS Supplier

22r0 Transmission Congestion DS Supplier

2217 Plaruring Period Excess Congestion DS Supplier

22r8 Planning Period Congestion Uplift DS Supplier

2220 Transmission Losses DS Supplier

2240 Day-ahead Economic Load Response DS Supplier

2241 Real-time Economic Load Response DS Supplier

2245 Emergency Load Response DS Supplier

2260 Emergency Energy DS Supplier

2320 Transmission Owner Scheduling, System
Control and Dispatch Service

DS Supplier

2330 Reactive Supply and Voltage Control from
Generation and Other Sources Service

DS Supplier

2340 Regulation and Frequency Response
Service

DS Supplier

2350 Energy Imbalance Service DS Supplier

2360 Svnchronized Reserve DS Supplier

2362 Non- Svnchro nized Reserve DS Supplier

236s Day-ahead Scheduling Reserve DS Supplier
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2370 Day-ahead Operating Reserve DS Supplier

2371 Day-ahead Operating Reserve for Load
Response

DS Supplier

2375 Balancing Operating Reserve DS Supplier

2376 Balancing Operating Reserve for Load
Response

DS Supplier

2377 Synchronous Condensing DS Supplier

2378 Reactive Services DS Supplier

2380 Black Start Service DS Supplier

2420 Load Reconciliation for Transmission
Losses

DS Supplier

2500 Financial Transmission Riehts Auction DS Supplier

2510 Auction Revenue Rights DS Supplier

2600 RPM Auction DS Supplier

2620 Intemrptible Load for Reliability DS Supplier

2630 Capacity Transfer Rights DS Supplier

2640 Incremental Capacity Transfer Rights DS Supplier

2650 Non-Unit Specific Capacity Transaction DS Supplier

2660 Demand Resource and ILR Compliance
Penaltv

DS Supplier

2661 Capacity Deficiency Resource DS Supplier

2662 Generation Resource Ratins Test Failure DS Supplier

2663 Qualiffing Transmission Upgrade
Compliance Penalty

DS Supplier

2664 Peak Season Maintenance Compliance
Penalty

DS Supplier

266s Peak-Hour Period Availabilitv DS Supplier

2666 Load Management Test Failure DS Supplier

2670 FRR LSE Reliability Credit DS Supplier
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2680 FRR LSE Demand Resource And Ilr
Compliance Penalty

DS Supplier

2681 FRR LSE Capacity Resource Deficiency DS Supplier

2682 FRR LSE Generation Resource Rating Test
Failure

DS Supplier

2683 FRR LSE Qualifying Transmission Upgrade
Compliance Penalty

DS Supplier

2684 FRR LSE Peak Season Maintenance
Compliance Penaltv

DS Supplier

2685 FRR LSE Peak-Hour Period Availabilitv DS Supplier

2686 FRR LSE Load Management Test Failure DS Supplier

2687 FRR LSE Schedule 9-5 DS Supplier

2688 FRR LSE Schedule 9-6 DS Supplier

27t0 PJIU/MISO Seams Elimination Cost
Assisnment

DS Supplier

2712 Intra-PJM Seams Elimination Cost
Assignment

DS Supplier

2720 RTO Start-up Cost Recovery DS Supplier

2730 Expansion Cost Recovery EDC

2910 Ramapo Phase Angle Regulators DS Supplier

29t2 CT Lost Opportunity Cost Allocation DS Supplier

2930 Generation Deactivation EDC

2932 Generation Deactivation Refund EDC

2950 Virginia Retail Administrative Fee DS Supplier

29s2 Deferred Tax Adj ustment EDC

2955 Deferral Recovery DS Supplier

2980 Miscellaneous Bilateral DS Supplier

2996 Annual PJM Cell Tower DS Supplier

2997 Annual PJM Buildins Rent DS Supplier

10
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APPENDIX E DS SUPPLIER'S OBLIGATIONS FOR AEPS
COMPLIANCE

To satisfy AEPS with respect to the DS Supplier's Responsibility Share, DS Supplier shall

fulfill the following obligations:

(1) Providing sufficient AECs for each tranche awarded via the DS Solicitation. It

is DS Supplier's obligation to supply actual AECs. Failure to do so may in the

discretion of Company constitute an Event of Default under this Agreement.

(2) AECs shall be provided on u .i* (6) month basis or at the end of any Delivery

Period, if the Delivery Period is less than six (6) months, and shall be transferred to the

Company within 30 days from the final day of any such six month period or Delivery

Period; provided; however, that if the term of any Delivery Period includes two

different AEPS reporting years, then DS Supplier shall provide the AECs required for

the first AEPS reporting year by June 30th of each year.

(3) Paying any AEPS penalties, costs, charges, etc. assessed against the DS

Supplier and/or the Company associated with the DS Supplier's non-performance with

AEPS requirements.

(4) Submitting to the Company proof of AEPS compliance under this Agreement

in such form and manner as may be required by the Company.

(5) Provide to the Company all information the Company may require to comply

with the AEPS Act and its implementing regulations and other Requirements of Law,

including, but not limited to the price paid per AEC required by 73 Pa.C.S.

$ 1648.3(e)(8).
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This Appendix E shall confirm the Alternative Energy Portfolio Standards Obligation of the

Transaction agreed to on [Month,Day, Year] ("Bid Proposal Due Date").

Alternative Energy Portfolio Standards Obligations for the period beginning [Month, Day,

Yearl based on the total MWh supplied by DS Supplier:

Compliance Period
6/I/2017 - 5/3r/2018
61112018 - 513U2019
61112019 - 5t3U2020
6/U2020 - 513v2021

Tier 1

6.5%
7.0%
7.s%
8.0%

PV
0.3400%
0.3900%
0.4433%
.05000%

Tier 2
8.2%
8.2%
8.2%

10.0%

The percentages set forth above are those applicable for the first RFP and may be revised for

future RFPs to reflect changes in law or other applicable regulatory requirements.

For each compliance period during the Delivery Period, the number of AECs that a DS

Supplier is obligated to provide may be reduced by a pre-determined number of AECs

allocated to the DS Supplier ("Allocated AECs"). The number of Allocated AECs will be

defined prior to the Transaction Date. Any Allocated AECs will not be transferred to the DS

Supplier but instead will be credited to that DS Supplier's AEPS obligation and remain the

property of the Company.

The above amounts are estimates and will vary based on actual load served. DS Supplier will

need to true-up, higher or lower, actual credits needed based on Monthly Settlement Amount.

If Alternative Energy Portfolio Requirements change by law or any other reason, DS Supplier

shall be responsible for providing the credits at its expense in order to comply with its

obligations under Full Requirements Service.
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EXHIBIT 1

TRANSACTION CONFIRMATION FOR FIXED PRICE TRANSACTIONS
This Transaction Confirmation letter is being provided pursuant to and in accordance with the Agreement dated

[Month, Day, Year] (Date of the Contract/RFP) between Duquesne Light Company ("Company") and [INSERT] ("DS
Supplier"). Terms used but not deflrned herein shall have the meanings ascribed to them in the Agreement. This
Transaction Confrmation shall confirm the following terms of the Transaction agreed to on [Month, Day, Year] (Date of
the current RFP for the tranches the won and will be serving) ("Transaction Date").

Product: Full Requirements Service

DS Customer Group: IINSERT CUSTOMER CLASS]

Delivery Point: Duquesne Residual Aggregate Zone in PJM

Delivery Period: [Month, Day, Year] through [Month, Day, Year]

Number of Tranches: IINSERT]

DS Fixed Percentage: [INSERT] % of DEFAULT SERVICE Load (for applicable customer class)

DS Fixed Price: [INSERTAVERAGEPRICE] perMWh

Tranche I at [INSERT] per MWH

Tranche 2 at [INSERT] per MWH

Tranche 3 at [INSERT] per MWH

:

Tranche [X] at [INSERT] per MWH

Alternative Energy Credit (AEC) Allocation (if any):

Alternative Energy Portfolio
Standards - Reporting Period

AEC Allocation per Tranche,
(AECs)

Total AEC Allocation (AECs)

2017-18
20 I 8-19
2019-20
2020-21

Please confirm that the terms stated herein accurately reflect the agreement reached on the date above between DS
Supplier and Company by returning an executed copy of this Transaction Confirmation by email to the Company at
jjenkins@duqlight.com. The signatories to this Transaction must have the authority to enter into this Transaction.

Duquesne Light Company_ ITNSERTI

By:

Name: C. James Davis, Jr. Name:

Title: Director, Rqtes ond Energt Procurement Title:

& Federal/RTO Affairs

By:
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TRANSACTION CONFIRMATION FOR HOURLY PRICE TRANSACTIONS
This Transaction Confirmation letter is being provided pursuant to and in accordance with the Agreement dated

[Month, Day, Year] (Date of the Contract/RFP) between Duquesne Light Company ("Company") and IINSERT] ("DS
Supplier"). Terms used but not defrned herein shall have the meanings ascribed to them in the Agreement. This
Transaction Confirmation shall confirm the following terms of the Transaction agreed to on [Month, Day, Year] (Date of
the current RFP for the tranches the won and will be serving) ("Transaction Date").

Product:

DS Customer Group:

Delivery Point:

Delivery Period:

Number of Tranches:

DS Fixed Percentage:

DS Fixed Price Adder
For Hourly Price Service:

Name: C. James Davis. Jr.

Title: Director, Rates and Energt Procurement

& Federal/RTO Affairs

Full Requirements Service

Large Commercial and Industrial Class

Duquesne Residual Aggregate Zone in PJM

[Month, Day, Year] through [Month, Day, Year]

lrNSERrl

[INSERT] % of DEFAULT SERVICE Load (for applicable customer class)

IINSERT AVERAGE PRICEI per MWh

Tranche I at [INSERT] per MWH

Tranche 2 at [INSERT] per MWH

In addition to the DS Fixed Price Adder For Hourly Price Service above, the Statement prepared in
accordance with Section 9.1(a) also will include DS Variable Payments based on the Company's billed
Hourly Price Service formula rate designed to recover the costs ofenergy, capacity, ancillary services,
and PJM administrative costs found in Rider No. 9 of the DS Tariff. The DS Variable Payments
associated with serving the DS Supplier Responsibility Share of the DS Supply for Large Commercial
and Industrial Class are based on a) hourly energy charges provided at the day-ahead PJM locational
marginal prices based on the customer's real time metered hourly load, plus energy-related ancillary
services including PJM administrative charges, adjusted for losses, and b) capacity charges equal to the
full PJM Reliability Pricing Model capacity price for the Duquesne Zone, and shall recover the charges
associated with the customer's share of the Company's capacity obligation assigned by PJM, plus the
charges for capacity based ancillary services. The PMEA/FMEA Adjustment Amount calculated in
accordance with Section 9.1 (d) will include: any adjustments to account for changes in the hourly
energy or capacity volumes used to calculate the energy, ancillary services, capacity and other charges.
The DS Variable Payments to Hourly Price Service suppliers will not include Pennsylvania gross
receipts taxes or the fixed retail administrative charge (other than the DS Fixed Price Adder For Hourly
Price Service) included in the DS Tariff.

Please confirm that the terms stated herein accurately reflect the agreement reached on the date above between DS
Supplier and Company by returning an executed copy of this Transaction Confirmation by email to the Company at
jjenkins@duqlight.com. The signatories to this Transaction must have the authority to enter into this Transaction.

Duquesne Light Company lrNSERrl

By:By:

Name;

Title:

4
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EXHIBIT 2
FORM OF NOTICE

Any notices required under this Agreement shall be made as follows:

Buyer:

Duquesne Light Company

All Notices:

Street: 411 Seventh Ave.
City lStatelZip: Pittsburgh, PA | 5219
Attn: Chief Financial Officer
Facsimile: (4t2) 393-1190
Duns: 007915606
Federal Tax ID Number: 25-0451600

Invoices:
Attn: Supply Procurement - Joan Jenkins
Phone: (412)393-1077
Facsimile: (412) 393-5659

Scheduling:

Attn: Scheduling - John Peoples
Phone: (412)393-6385
Facsimile: (412) 393-5659

Payments:

Attn: Accounting - Jaime Bachota
Phone: (412)393-1122
Facsimile: (412) 393-6760

Wire Transfer:

BNK: Mellon Bank. N.A.
ABA: 043000261
ACCT:0008061

DS Supplier:

[rNSERr]

All Notices:

Street:
CitylStatelZip:
Attn:
Facsimile:
Duns:
Federal Ta:r ID Number:

Invoices:
Attn:
Phone:
Facsimile:

Scheduling:

Attn:
Phone:
Facsimile:

Payments:

Atfir:
Phone:
Facsimile:

Wire Transfer

BNK:
ABA:
ACCT:



Credit and Collections:

Attn: Assistant Treasurer - James Milligan
Phone: (412)393-1216
Facsimile: (412) 393-6760

With additional Notices of an

Event of Default to:

Attn: Legal Department - Tishekia Williams
Phone: (412)393-1541
Facsimile: (412) 393-5757

Exhibit JP-3

Credit and Collections:

Attn:
Phone:
Facsimile:

With Additional Notices of an

Event of Default to:

Attn:
Phone:
Facsimile:
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EXHIBIT 3

PJM DECLARATION OF AUTHORITY

This Declaration of
2015 by the following:

PARTY A:

Authority ("Declaration") is made this 24th dav of March.

PARTY B:

("Party A")

("Party B").

RECITALS

WHEREAS, PJM is a Regional Transmission Organization ("RTO") subject to
the jurisdiction of the Federal Energy Regulatory Commission ("FERC");

WHEREAS, PJM Settlement, Inc. ("PJM Settlement") is a Pennsylvania Non-
Profit Corporation, incorporated for the purpose of providing billing and settlement
functions and credit and risk management functions for PJM. References to "PJM" in
this Declaration are intended to apply to PJM and/or PJM Settlement, as appropriate, with
regard to their respective functions.

WHEREAS, PJM and PJM Settlement administer centralized markets that clear
various electric energy and energy-related products among multiple buyers and sellers;

WHEREAS, PJM additionally exercises operational control over its members'
transmission facilities whereby PJM provides open-access transmission service and
control area functions, including economic dispatch and emergency response to ensure
reliability;

WHEREAS, Party A is a PJM Member and seeks to obtain, or is obtaining,
services provided or administered by PJM, seeks to participate, or is participating in,
markets administered by PJM, or seeks to engage in, or is engaging in, operations that use

or affect the integrated transmission system operated by PJM;

WHEREAS, such activities or contemplated activities by Party A and Party B are
govemed by rights and obligations established by or under the PJM Open Access
Transmission Tariff ("Tariff'), the Amended and Restated Operating Agreement of PJM
Interconnection, L.L.C. ("Operating Agreement"), the Reliability Assurance Agreement
Among Load-serving Entities in the MAAC Control Zone ('.RAA"), and other
agreements, manuals, and practices of PJM (the Tariff, the Operating Agreement, the
RAA, and such other agreements manuals, and practices of PJM, the "PJM
Agreements"); and
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WHEREAS, Party A and Party B desire to declare to PJM their respective
authorities concerning such rights and obligations, intend that PJM rely upon such
declaration, and acknowledge that PJM may rely upon such declaration to its detriment.

DECLARATION

NOW, THEREFORE, acknowledging that PJM will rely on the truth, accuracy
and completeness of the declarations made below, Party A and Party B, as identified
below, make the following declarations:

1. Exclusivity of Party B's Authority.

Pursuant to a binding, legally enforceable agreement, Party A has authorized
Party B to act for Party A with respect to certain rights and responsibilities as specified in
Section 2 of this Declaration ("the Authoized Rights and Responsibilities"). With
respect to the Authorized Rights and Responsibilities, Party B is authorized to
communicate and transact with PJM as Party A's sole and exclusive Party B, and PJM is
authorized to communicate and transact directly and exclusively with Party B as Party
A's Party B. With respect to Authorized Rights and Responsibilities, Party A will abide
by any direction issued by PJM to Party B.

2. Specification of Authorized Rights and Responsibilities.

In the following parts (a) through (h), Party A and Party B specify the rights and
responsibilities with respect to which Party B is authorized to act for Party A.
Specification shall be effective only if both Party A and Party B have placed the initials
of their authorized representatives in the space provided for each applicable right or
responsibility from among the options provided below:

(a) Load Server Responsibilities.

Party B is authorized to satisfi Party A's obligations as a Load-Serving
Entity under the RAA, including, without limitation, its obligations to
provide Unforced Capacity, submit capacity plans, provide or arrange for
Capacity Resources, satisfy Accounted-for Obligations and Peak Season
Maintenance Obligations, comply with any capacity audits, make payment
of all deficiency, data submission, and emergency procedure charges
incurred, coordinate planning and operation of Capacity Resources with
other parties; and develop and submit planned outage schedules.

Party B is authorized to satisfu Party A's obligations under the Tariff,
RAA and to provide or anange for transmission service to its loads;
provide or arrange for sufficient reactive capability, voltage control
facilities, and black start capability for service to its loads; submit firm
transmission service schedules, and designate Network Resources and
other points of receipt and delivery for transmission service. Party B is
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authorized to request changes to the transmission service required for
service to Party A's loads, and to enter into, on Party A's behalf, any
feasibility, system impact, facilities study, or other agreements required to
process such request for a change in service.

Party B is authorized to satisfy Party A's rights and obligations under the
Tariff and Operating Agreement to submit bids on, obtain, administer, and
receive payments or credits for Financial Transmission Rights and
Auction Revenue Rights with respect to service to Party A's loads.

Party B is authorized to provide data required by PJM with respect to
service to Party A's loads, including, but not limited to, data required for
coordination of operations, accounting for all interchange transactions,
preparation of required reports and maintenance schedules, and analysis of
system disturbances.

Party B is authorized to provide the facilities and personnel required to
coordinate operations with PJM and other PJM Members.

Electric Distributor Responsibilities.

Party B is authorized to satisff Party A's rights and obligations as an
Electric Distributor under the Operating Agreement, including, but not
limited to, assuring the continued compatibility of its local energy
management, monitoring, and telecommunications systems with PJM's
technical requirements; providing or arranging for the services of a 24-
hour local control center to coordinate with PJM; providing to PJM all
system, accounting, customer tracking, load forecasting, and other data
necessary or appropriate to implement or administer the Operating
Agreement, RAA; shedding connected load, initiating active load
management programs, and taking such other coordination actions as may
be necessary in accordance with PJM's directions in Emergencies;
maintaining or aranging for a portion of its connected load to be subject
to control by automatic underfrequency, under-voltage, or other load-
shedding devices; and complying with the underfrequency relay
obligations and charges specified in the Operating Agreement.

Generator Responsibilities.

Party B is authorized to operate the Party A's generation resources in all
events, including, but not limited to, in the event of Emergencies, and shall
operate such resources in a manner that is consistent with the standards,
requirements or directions of PJM and that will permit PJM to perform its
obligations under the Operating Agreement, Tariff, RAA, and other
applicable agreements, manuals, and practices.

(c)
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Party B is authorized to ensure that the required portion of Party A's
Capacity Resources have the ability to go from a shutdown condition to an
operating condition and start delivering power without assistance from the
power system.

- Or-

Party B is authorized to direct the operation of Party A's generation
resources by relaying PJM's instructions to the resource in all events,
including, but not limited to, in the event of Emergencies, and shall direct
such resources in a manner that is consistent with the standards,
requirements or directions of PJM and that will permit PJM to perform its
obligations under the Operating Agreement, Tariff, RAA, and other
applicable agreements, manuals, and practices.

Party B is authorized to communicate with PJM in all matters concerning
the provision of capacity, energy, or ancillary services from Party A's
generation resources, including, without limitation, information required
in connection with Capacity Resources, dispatch of any unit, provision of
reactive power, regulation, synchronous condensing, spinning or other
reserves, establishment or maintenance of a unit as a Black-Start Unit,
satisfaction of must-run obligations, and costs or revenue requirements for
any product or service offered by any such unit.

Party B is authorized to provide information on outages of Party A's
generation facilities, whether planned, forced, or for maintenance, and to
coordinate such outages with PJM

Party B is authorized to act on behalf of Party A with respect to Party A's
rights and obligations under any Feasibility Study, System Impact Study,
or Facilities Study Agreements.

Party B is authorized to act on behalf of Party A with respect to Party A's
rights and obligations under any Construction Service Agreements.

Party B is authorized to act on behalf of Party A with respect to Party A's
rights and obligations under any Interconnection Service Agreements.

Party B is authorized to receive from PJM historic and real time data
collected by PJM from, or provided to PJM by, Party A with respect to
Party A's generation resources.

Party B is authorized to act on behalf of Party A for the following specific
unit(s) in Party A primary and subaccounts:

4

Resource Name: Resource ID:
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Market Buyer/I4arket S eller Responsibilities.

Party B is authorized to satisfy Party A's rights and obligations as a
Market Buyer or Market Seller under the Operating Agreement, including,
but not limited to, arranging for a Market Operations Center capable of
real-time communication with PJM during normal and Emergency
conditions; reporting to PJM sources of energy available for operation;
providing to PJM scheduling and other information, including, but not
limited to, maintenance and other anticipated outages of generation or
transmission facilities, scheduling and related information on bilateral
transactions and self-scheduled resources, and implementation of active
load management, intemrption of load, and other load reduction measures;
obtaining Spot Market Backup for bilateral transactions; submitting to
PJM binding offers to purchase or sell energy and ancillary services in
compliance with all applicable Offer Data specifications; responding to
PJM's directives to start, shut down or change output levels of generation
units, or change scheduled voltages or reactive output levels; responding
to PJM's directives to schedule delivery or change delivery schedules for
external resources; and following PJM's directions to take actions to
prevent, manage, alleviate or end an Emergency.

Billing and Payment Responsibilities.

In connection with all rights and responsibilities specified by Party A and
Party B in any of subparts (a) through (d) of this Section, Party B shall be
billed for, and shall make payment to PJM for, all charges, penalties, costs
and fees. (If this option is not specified, PJM will issue billings to, and
collect amounts due from, Party A.)

In connection with all rights and responsibilities specified by Party A and
Party B above, Party B is entitled to receive from PJM in Party B's
account all credits, revenues, distributions, and disbursements. (If this
option is not specified, PJM will pay such amounts to Party A.)

General Membership Responsibilities.

Party B is authorized to participate and vote in all PJM committees,
working groups, and other stakeholder bodies on Party A's behalf.

Party B is authorized to participate on Party A's behalf in the regional
transmission expansion planning process.

Party B is authorized to provide information or otherwise cooperate on
Party A's behalf in connection with any investigation or request for

(e)

(f)
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information by PJM or the PJM Market Monitoring Unit in accordance
with the Operating Agreement and Attachment M to the Tariff. (If this
option is specified, PJM and the PJM Market Monitoring Unit shall have
the right to request and obtain such information from Party B and/or Party
A.)

Party B shall be billed for, and shall make payment of, Party A's costs of
membership in PJM, including payment of the Membership fee, and
payment of any other general assessments on the PJM members,
including, but not limited to, amounts assessed as a consequence of
defaults by other Members.

Additional Responsibilities.

Party B has been Authorized other rights and responsibilities of Party A as

specified on Attachment "A" to this Declaration.

Limitation on Responsibilities.

The rights and responsibilities specified in parts (a) through (f) above
apply to a limited portion of Party A's facilities or loads located in the
PJM Region, as specified on Attachment "B" to this Declaration, and to no
other facilities or loads of Party A.

3. Continuing Responsibilities and Liabilities of Party A.

3.1 The Authorized Rights and Responsibilities are the only rights and
responsibilities under the PJM Agreements for which Party B is authorized to
act for Party A, and Party A retains all rights and responsibilities under the
PJM Agreements not specified by Party A and Party B in Section 2.

3.2 With respect to the Authorized Rights and Responsibilities, and
notwithstanding any other provision of this Agreement, Party A shall remain
liable to PJM for all amounts due or to become due to PJM under the PJM
Agreements, and Party B's authorization to make payment of any such
amounts hereunder (if specified in Section 2) shall not release Party A from
liability for any financial obligations to PJM not satisfied by Party B.

4. Reliance and Indemnity, Duty to Inform, Liability Waiver, and Rules of
Construction.

4.1 Party A and Party B each recognizes, accepts and intends that PJM will rely,
upon on the truth, accuracy and completeness of the declarations herein in
matters including but not limited to creditworthiness and in assuring
compliance with the PJM Agreements. Party A and Party B each recognizes
and accepts that PJM or its members may suffer losses and damages if any

(e)

(h)



Exhibit JP-3

declaration is or becomes untrue, inaccurate or incomplete, and each agrees to
indemnify PJM for any such losses and damages.

4.2Party A and Party B each has a continuing duty to notify PJM if and when any
declaration herein ceases to be truthful, accurate or complete. Until such time
as PJM receives written notification of any change to any declaration, in
accordance with the terms contained herein, PJM shall be entitled to rely
perpetually on this Declaration as governing its relationship with Pafty A and
Party B as to the subject matter of this Declaration. Written notice of changes
to the declarations contained herein must be provided by Party A (PJM
Member) to PJM at least thirty days in advance of their effectiveness. If Party
B is also a PJM Member, then both parties will be required to provide thirty
days prior written notification in order for such changes to be effective. Such
notification is required for changes to the declarations and responsibilities
contained herein and/or termination of this Declaration. Upon such
termination, all rights, responsibilities and accounts will revert back to the
original status quo prevailing before the Declaration became effective. Should
less than thirty days notice be provided, PJM shall use its best efforts to
accommodate and process the declarations herein, but all attempts should be
made to provide such notice.

4.3 Nothing in this Declaration shall be construed to create or give rise to any
liability on the part of PJM and Party A and Party B expressly waive any
claims that may arise against PJM under this Declaration. This Declaration
shall not be construed to modiff any of the PJM Agreements and in the event
of conflict between this Declaration and a PJM Agreement, the applicable
PJM Agreement shall control.

4.4 Capitalized terms used herein that are not defined herein have the meanings
given in the PJM Agreements, as applicable.

4.5 The Recitals are hereby incorporated into the body of this Declaration.
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IN WITNESS WHEREOF, Party A and Party B execute this Declaration to be
effective as of the date written above or upon receipt of a fully executed original by PJM,
whichever date is later.

PARTY A: PARTY B:

Signature: Signature:

Name:

Title:

Name:

Title:

Company: Company:
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DECLARATION OF AUTHORIW

Attachment A - Addendum

PRINCIPAL: Duquesne Light Gompany

AGENT: flNSERTI

Effective Startinq Date: flNSERTI

Note: Principal and Agent are required to provide PJM Settlement thirty days written
notice prior to the date of expiration. Upon expiration all accounts will revert back to
their original status.

PJM Billinq Line ltems - Transfer

Principal and Agent agree that PJM settlement shall transfer all of the following charges
directly related to the Principal's share of serving the retail load obligations from the
Principal's account(s) to the Agent's account beginning the etfective date specified
above:

Billins Line ltem Number Billinq Line ltem

1330 (Charge)

1380 (Charge)

2140 (Credit)

Reactive Supply and Voltage Controlfrom
Generation and Other Sources Service

Black Start Service

Non-Firm Point-to-Point Transmission Service

PJM Accou nts/Subaccou nts

Role Account Lonq Name Account Short Name PJM Orq lD
Principal
Agent

9
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EXHIBIT 4
PERFORMANCE ASSURANCE LETTER OF CREDIT

{TO BE ISSUED ON THE LETTERHEAD OF THE ISSUING BANK}

IRREVOCABLE LETTER OF CREDIT NO.

ISSUE DATE

APPLICANT
[NAME]
IADDRESSI

BENEFICIARY
INAME]
IADDRESSI

CURRENCY
usD *,t *.**t<x*'|<s

(APPLICANT) FOR AN AMOUNT OR AMOUNTS
AGGREGATE US DOLLARS

EXPIRY DATE

AMOI.JNT

NOT TO EXCEED IN THE
AVAILABLE BY

WE HEREBY ISSUE IN YOUR FAVOR OUR IRREVOCABLE LETTER OF CREDIT
NO: FOR THE ACCOUNT OF

YOUR DRAFT(S) AT SIGHT ON THE BANK OF
("ISSUER") (ADDRESS), EFFECTIVE AND
EXPIRING AT OUR COUNTERS ON OR ANY AUTOMATICALLY
EXTENDED EXPIRY DATE, AS PROVIDED HEREIN. THIS LETTER OF CREDIT
IS AVAILABLE IN ONE OR MORE DRAFTS UP TO THE AGGREGATE AMOUNT
SET FORTH HEREIN.

THIS LETTER OF CREDIT IS PRESENTABLE AND PAYABLE AT OUR
COUNTERS AND WE HEREBY ENGAGE WITH YOU THAT DRAFTS DRAWN
LINDER AND IN COMPLIANCE WITH THE TERMS OF THIS LETTER OF CREDIT
WILL BE HONORED ON PRESENTATION IF ACCOMPANIED BY THE
REQUIRED DOCUMENTS PURSUANT TO THE TERMS OF THIS LETTER OF
CREDIT.

THE BELOW MENTIONED DOCUMENT(S) MUST BE PRESENTED ON OR
BEFORE THE EXPIRY DATE OF THIS INSTRUMENT IN ACCORDANCE WITH
THE TERMS AND CONDITIONS OF THIS LETTER OF CREDIT.

I. YOUR SIGNED AND DATED STATEMENT. READING AS FOLLOWS:

..THE AMOUNT FOR THIS DRAWING, USD (INSERT
BEING MADE UNDER THE BANK OF

AMOUND.
(BANK)
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LETTER OF CREDIT NUMBER (INSERT LETTER OF CREDIT
REFERENCE NUMBER), REPRESENTS AN AMOUNT DUE AND
PAYABLE TO BENEFICIARY FROM APPLICANT FOR
PERFORMANCE ASSURANCE RELATED TO THE
BENEFICIARY'S PENNSYLVANIA FULL REQUIREMENTS
SERVICE AGREEMENT(S) DATED

AND
BETWEEN

2. THIS OzuGINAL LETTER OF CREDIT AND ANY AMENDMENT(S).

IF PRESENTATION OF ANY DRAWING IS MADE ON A BUSINESS DAY (AS
HEREIN DEFINED) AND SUCH PRESENTATION IS MADE ON OR BEFORE 1 1:OO

A.M. NEW YORK TIME, ISSUER SHALL SATISFY SUCH DRAWING REQUEST
ON THE NEXT BUSINESS DAY. IF THE DRAWING IS RECEIVED AFTER I I:OO

A.M. NEW YORK TIME, ISSUER WILL SATISFY SUCH DRAWING REQUEST ON
THE SECOND FOLLOWING BUSINESS DAY.

IT IS A CONDITION OF THIS LETTER OF CREDIT THAT IT WILL BE
AUTOMATICALLY EXTENDED WITHOUT AMENDMENT FOR ONE YEAR
FROM THE EXPIRATION DATE HEREOF, OR ANY FUTURE EXPIRATION
DATE, UNLESS AT LEAST 90 DAYS PRIOR TO ANY EXPIRATION DATE WE
NOTIFY YOU AT THE ABOVE ADDRESS BY REGISTERED MAIL OR HAND
DELIVERED COURIER THAT WE ELECT NOT TO CONSIDER THIS LETTER OF
CREDIT RENEWED FOR ANY SUCH PERIOD.

THIS LETTER OF CREDIT MAY BE TERMINATED UPON BENEFICIARY'S
RECEIPT OF FULL PAYMENT FROM THE APPLICANT AND ISSUER'S RECEIPT
OF A WRITTEN RELEASE FROM THE BENEFICIARY RELEASING THE ISSUER
FROM ITS OBLIGATIONS UNDER THIS LETTER OF CREDIT.

THE TERM "BUSINESS DAY'' AS USED HEREIN MEANS ANY DAY OTHER
THAN (I) A SATURDAY, (II) A SUNDAY, OR (IID A DAY ON WHICH BANKING
INSTITUTIONS LOCATED IN THE CITY OF NEW YORK, NEW YORK ARE
REQUIRED OR AUTHORIZED BY LAW TO BE CLOSED.

APPLICANT'S FILING OF A BANKRUPTCY, RECEIVERSHIP OR OTHER
DEBTOR-RELIEF PETITION, AND/OR APPLICANT'S DISCHARGE
THEREUNDER, SHALL IN NO WAY AFFECT THE LIABILITY OF [BANK]
UNDER THIS LETTER OF CREDIT AND [BANK] SHALL ALWAYS REMAIN
LIABLE TO [BENEFICIARY] FOR THE FULL AMOUNT OF APPLICANT'S
OBLIGATIONS HEREIN TO IBENEFICIARY] NOT TO EXCEED THE AVAILABLE
AMOUNT IN THIS LETTER OF CREDIT.

ADDITIONAL TERMS AND CONDITIONS:

1. ALL COMMISSIONS AND OTHER BANKING CHARGES WILL BE



2.

J.

4.

Exhibit JP-3

BORNE BY THE APPLICANT.

THIS LETTER OF CREDIT MAY BE TRANSFERRED OR ASSIGNED.

THIS LETTER OF CREDIT IS IRREVOCABLE.

THIS LETTER OF CREDIT IS SUBJECT TO THE INTERNATIONAL
STANDBY PRACTICES (1998) OF THE INTERNATIONAL CHAMBER
oF COMMERCE PUBLICATION NO. 590 ("ISP98") OR SUCH LATER
REVISIONS(S) OF THE ISP AS MAY BE HEREAFTER ADOPTED. AS
TO MATTERS NOT GOVERNED BY ISP98, THIS LETTER OF CREDIT
SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF NEW YORK, INCLUDING, TO
THE EXTENT NOT INCONSISTENT WITH ISP98, THE UNIFORM
COMMERCIAL CODE AS IN EFFECT IN THE STATE OF
PENNSYLVANIA. THIS LETTER OF CREDIT MAY NOT BE
AMENDED, CHANGED OR MODIFIED WITHOUT THE EXPRESS
WRITTEN CONSENT OF THE BENEFICIARY AND THE ISSUER.

THE BENEFICIARY SHALL NOT BE DEEMED TO HAVE WAIVED
ANY RIGHTS UNDER THIS LETTER OF CREDIT, UNLESS THE
BENEFICIARY OR AN AUTHORIZED AGENT OF THE BENEFICIARY
SHALL HAVE SIGNED A DATED WzuTTEN WAIVER. NO SUCH
WAIVER, UNLESS EXPRESSLY SO STATED THEREIN, SHALL BE
EFFECTIVE AS TO ANY TRANSACTION THAT OCCURS
SUBSEQUENT TO THE DATE OF THE WAIVER, NOR AS TO ANY
CONTINUANCE OF A BREACH AFTER THE WAIVER.

A FAILURE TO MAKE ANY PARTIAL DRAWINGS AT ANY TIME
SHALL NOT IMPAIR OR REDUCE THE AVAILABILITY OF THIS
LETTER OF CREDIT IN ANY SUBSEQUENT PERIOD OR OUR
OBLIGATION TO HONOR YOUR SUBSEQUENT DEMANDS FOR
PAYMENT MADE IN ACCORDANCE WITH THE TERMS OF THIS
LETTER OF CREDIT.

5.

6.

AUTHORIZED SIGNATURE:
TITLE:

PLEASE DIRECT ANY WRITTEN CORRESPONDENCE.
OR INQUIRIES TO:

IBANK NAME, ADDRESS AND PHONE NUMBER]

TNCLUDING DRAWING
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EXHIBIT 5

FORM OF GUARANTY

THIS GUARANTY AGREEMENT (this "Guaranty") is made and entered into as of this
dayof-,by-(the..Guarantor',),withanaddressdt-,infavorof
Duquesne Light Company (the "Creditor"), with an address at [INSERT ADDRESS], in
consideration of the Default Supply Master Agreement(s) (the "DSMA(s)") between
DuquesneLightCompanyand-(the..Seller',)dated,andother
good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged. Guarantor is the of Seller.

1. Whereas, Supplier is an affiliate of _,
therefore benefit by Supplier entering into the DSMA with Creditor and

will
desires

Creditor to enter into the DSMA with Supplier and to extend credit to Supplier
thereunder. (May be revised if guarantor is not a parent or affiliate of supplier.)

1. Guaranty of Obligations.

(a) The Guarantor hereby irrevocably and unconditionally guarantees, as

primary obligor and not a surety with effect from date hereof the prompt
and complete payment when due of all of Seller's payment obligations
under the DSMA (to the extent such payment obligations exceed the
amount of any Performance Assurance provided to the Creditor by Seller
as defined in and in accordance with the DSMA), whether on scheduled
payment dates, when due upon demand, upon declaration of termination or
otherwise, in accordance with the terms of the DSMA and giving effect to
any applicable grace period, and, provided only that the Creditor is the
prevailing party in any judicial suit, action or proceeding arising out ol
resulting from, or in any way relating to this Guaranty, or if by mutual
agreement by Guarantor and Creditor, all reasonable out-of-pocket costs
and expenses incurred by Creditor in the enforcement of the Guarantor's
obligations or collection under this Guaranty, including reasonable
attomey's fees and expenses (collectively, the "Obligations"). [Optional
provision: Notwithstanding anything to the contrary herein, the liability of
the Guarantor under this Guaranty and Creditor's right of recovery
hereunder for all Obligations is limited to a total aggregate amount of $

, ("Guaranty Amount"), where Guaranty Amount shall be no less than
Five Hundred Thousand US Dollars ($500,000).1

The limitations on liabilities of the Seller set forth in Article 10 of the
DSMA shall also apply to the liabilities of the Guarantor hereunder.

(b)
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2. Nature of Guarantv: Waivers.

(c)

This is a guaranty of payment and not of collection and the Creditor shall
not be required, as a condition of the Guarantor's liability, to pursue any
rights which may be available to it with respect to any other person who
may be liable for the payment of the Obligations. This is not a

performance guaranty and the Guarantor is not obligated to provide power
under the DSMA or this Guaranty.

This Guaranty is an absolute, unconditional, irrevocable (subject to the
provisions of Section 12 of this Guaranty) and continuing guaranty and
will remain in full force and effect until all of the Obligations have been
indefeasibly paid in full, or until the DSMA has been terminated,
whichever comes later. This Guaranty will not be affected by any
surrender, exchange, acceptance, compromise or release by the Creditor of
any other pa{1, or any other guaranty or any security held by it for any of
the Obligations, by any failure of the Creditor to take any steps to perfect
or maintain its lien or security interest in or to preserve its rights to any
security or other collateral for any of the Obligations or any guaranty, or
by any irregularity, unenforceability or invalidity of any of the Obligations
(other than any inegularity, unenforceability or invalidity of any of the
obligations under the DSMA resulting from the conduct of the Creditor) or
any part thereof.

Except as to any claims, defenses, rights of set-off or to reductions of
Seller in respect of its obligations under the DSMA, (all of which are
expressly reserved under this Guaranty), the Guarantor's obligations
hereunder shall not be affected, modified or impaired by any counterclaim,
set-off, deduction or defense based upon any claim the Guarantor may
have against Seller or the Creditor, including: (i) any change in the
corporate existence (including its charter or other governing agreement,
laws, rules, regulations or powers), structure or ownership of Seller or the
Guarantor; or (ii) any insolvency, bankruptcy, reorganization or other
similar proceeding affecting Seller or its assets; or (iii) the invalidity or
unenforceability in whole or in part of the DSMA; or (iv) any provision of
applicable law or regulations purporting to prohibit payment by Seller of
amounts to be paid by it under the DSMA (other than any law or
regulation that eliminates or nullifies the obligations under the DSMA).

Guarantor waives notice of acceptance of this Guaranty, diligence,
presentment, notice of dishonor and protest and any requirement that at
any time any person exhaust any right to take any action against Seller or
their assets or any other guarantor or person, provided, however, that any
failure of Creditor to give notice will not discharge, alter or diminish in
any way Guarantor's obligations under this Guaranty. The Guarantor
waives all defenses based on suretyship or impairment of collateral or any

(d)

(a)

(b)
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other defenses that would constitute a legal or equitable discharge of
Guarantor's obligations, except any claims or defenses of Seller in respect
of its obligations under the DSMA.

The Creditor at any time and from time to time, without notice to or the
consent of the Guarantor, and without impairing or releasing, discharging
or modiffing the Guarantor's liabilities hereunder, may (i) to the extent
permitted by the DSMA, change the manner, place, time or terms of
payment or performance of, or other terms relating to, any of the
Obligations; (ii) to the extent permitted by the DSMA, renew, substitute,
modifr, amend or alter, or grant consents or waivers relating to any of the
Obligations, or any other guaranties for any Obligations; (iii) settle,
compromise or deal with any other person, including Seller , with respect
to any Obligations in such manner as the Creditor deems appropriate at its
sole discretion; (iv) substitute, exchange or release any guaranty; or (v)
take such actions and exercise such remedies hereunder as Creditor deems
appropriate.

3. Representations and Warranties. The Guarantor hereby represents and warrants that:

(a)

(b)

(c)

it is a fiimited liability company, corporation, limited partnership, general
partnership] duly organized, validly existing and in good standing under
the laws of the jurisdiction of its [formation, orgarization, incorporation]
and has the [corporate power] [power] and authority to conduct the
business in which it is currently engaged and enter into and perform its
obligations under this Guaranty;

it has the [corporate power] [power] and authority and the legal right to
execute and deliver, and to perform its obligations under, this Guaranty,
and has taken all necessary [corporate action] [action] to authorize its
execution, delivery and performance of this Guaranty;

this Guaranty constitutes a legal, valid and binding obligation of the
Guarantor enforceable in accordance with its terms, except as affected by
bankruptcy, insolvency, fraudulent conveyance, reorganization,
moratorium and other similar laws relating to or affecting the enforcement
of Creditors' rights generally, general equitable principles and an implied
covenant of good faith and fair dealing;

the execution, delivery and performance of this Guaranty will not violate
any provision of any requirement of law or contractual obligation of the
Guarantor (except to the extent that any such violation would not
reasonably be expected to have a material adverse effect on the Guarantor
or this Guaranty);

(d)
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(e) no consent or authorization of, filing with, or other act by or in respect of,
any arbitrator or governmental authority and no consent of any other
person (including, without limitation, any stockholder or of the Guarantor)
is required in connection with the execution, delivery, performance,
validity or enforceability of this Guaranty, other than any which have been
obtained or made prior to the date hereof and remain in full force and
effect; and

(D no litigation, investigation or proceeding of or before any arbitrator or
governmental authority is pending or, to the knowledge of the Guarantor,
threatened by or against the Guarantor that would have a material adverse
effect on this Guaranty.

Repayments or Recovery from the Creditor. If any demand is made at any time upon
the Creditor for the repayment or recovery of any amount received by it in payment
or on account of any of the Obligations, including but not limited to upon the
bankruptcy, insolvency, dissolution or reorgarization of the Seller and if the Creditor
repays all or any part of such amount by reason of any judgment, decree or order of
any court or administrative body or by reason of any settlement or compromise of any
such demand, the Guarantor (subject to Sections 2 (c) and (d) of this Guaranty) will
be and remain liable hereunder for the amount so repaid or recovered to the same

extent as if such amount had never been received originally by the Creditor. The
provisions of this section will be and remain effective notwithstanding any contrary
action which may have been taken by the Guarantor in reliance upon such payment,
and any such contrary action so taken will be without prejudice to the Creditor's
rights hereunder and will be deemed to have been conditioned upon such payment
having become final and irrevocable.

Enforceability of Obligations. No modification, limitation or discharge of the
Obligations of Seller arising out of or by virtue of any bankruptcy, reorganization or
similar proceeding for relief of debtors under federal or state law will affect, modify,
limit or discharge the Guarantor's liability in any manner whatsoever and this
Guaranty will remain and continue in full force and effect and will be enforceable
against the Guarantor to the same extent and with the same force and effect as if any
such proceeding had not been instituted. The Guarantor waives all rights and benefits
which might accrue to it by reason of any such proceeding and will be liable to the
full extent hereunder, irrespective of any modification, limitation or discharge of the
liability of Seller that may result from any such proceeding.

Postponement of Subrogation. Only to the extent that, at the relevant time, there are

Obligations, or other amounts hereunder, that are then due and payable but unpaid,
the Guarantor postpones and subordinates in favor of the Creditor any and all rights
which the Guarantor may have to (a) assert any claim against the Seller based on
subrogation rights with respect to payments made by Guarantor hereunder and (b) any
realization on any property of the Seller, including participation in any marshalling of
the Seller's assets. Upon payment of such due and unpaid Obligations, Creditor

5.

6.
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agrees that Guarantor shall be subrogated to the rights of Creditor against Seller to the
extent of Guarantor's payment to Creditor.

7. Notices. All notices, demands, requests, consents, approvals and other
communications required or permitted hereunder must be in writing and will be
effective upon receipt. Such notices and other communications may be hand-
delivered, sent by facsimile transmission with confirmation of delivery and a copy
sent by first-class mail, or sent by nationally recognized ovemight courier service, to
the addresses for the Creditor and the Guarantor set forth below or to such other
address as one may give to the other in writing for such pulpose:

All communications to Creditor shall be directed to:

Attn:
Phone:
Fax:
With a copy to:

Phone:
Fax:

or such other address as the Creditor shall from time to time specify to Guarantor.

All communications to Guarantor shall be directed to:

Attn:
Phone:
Fax:

or such other address as the Guarantor shall from time to time speciff to Creditor.

Preservation of Riehts. Except as provided by any applicable statute of limitations,
no delay or omission on the Creditor's part to exercise any right or power arising
hereunder will impair any such right or power or be considered a waiver of any such
right or power, nor will the Creditor's action or inaction impair any such right or
power. The Creditor's rights and remedies hereunder are cumulative and not
exclusive of any other rights or remedies which the Creditor may have under other
agteements with the Guarantor, at law or in equity.

Illegality. In case any one or more of the provisions contained in this Guaranty
should be invalid, illegal or unenforceable in any respect, the validity, legality and

8.

9.



Exhibit JP-3

enforceability of the remaining provisions contained herein shall not in any way be
affected or impaired thereby.

10. Amendments. No modification, amendment or waiver of any provision of this
Guaranty nor consent to any departure by the Guarantor therefrom, will be effective
unless made in a writing signed by the Creditor, and then such waiver or consent shall
be effective only in the specific instance and for the purpose for which given. No
notice to or demand on the Guarantor in any case will entitle the Guarantor to any
other or further notice or demand in the same, similar or other circumstance.

11. Entire Agreement. This Guaranty (including the documents and instruments referred
to herein) constitutes the entire agreement and supersedes all other prior agreements
and understandings, both written and oral, between the Guarantor and the Creditor
with respect to the subject matter hereof.

12. Successors and Assigns. This Guaranty will be binding upon and inure to the benefit
of the Guarantor and the Creditor and their respective successors and permiued
assigns. Neither party may assign this Guaranty in whole or in part without the
other's prior written consent, which consent will not be unreasonably withheld or
delayed, except that Creditor may at any time assign this Guaranty without
Guarantor's consent, in the same manner, on the same terms and to the same persons
as Creditor assigns the DSMA in accordance with Section 16.7(b) of the DSMA, and
except that this Section 12 shall not limit the Guarantor's right to assign this
Guaranty, along with substantially all of the Guarantor's assets and business to a
successor entity or Affiliate that assumes all obligations thereunder and (i) where the
successor Guarantor's Lowest Credit Rating is equal to or greater than the
Guarantor's Lowest Credit Rating or where the successor Guarantor's Lowest Credit
Rating is equal to or greater than BBB, as rated by S&P or Fitch, orBaa2, as rated by
Moody's, and (ii) the Seller is in compliance with Article 14 of the DSMA. The
"Lowest Credit Rating" shall mean the lowest of the senior unsecured long-term debt
ratings determined by Moody's Investor Services, Inc. (or its successor) ("Moody's"),
the Standard & Poor's Rating Group, a division of McGraw-Hill, Inc., (or its
successor) (o'S&P"), or .Fitch Investor Service, Inc. (or its successor) ("Fitch")
immediately before such transfer and assumption. Upon any such delegation and
assumption of obligations by a successor Guarantor, the Guarantor shall be relieved
of and fully discharged from all of its obligations hereunder, whether such obligations
arose before or after the date of such delegation and assumption.

13. Interpretation. In this Guaranty, unless the Creditor and the Guarantor otherwise
agree in writing, the singular includes the plural and the plural the singular; references
to statutes are to be construed as including all statutory provisions consolidating,
amending or replacing the statute referred to; the word 'oor" shall be deemed to
include "andlor", the words o'including", "includes" and "include" shall be deemed to
be followed by the words "without limitation"; and references to sections or exhibits
are to those of this Guaranty unless otherwise indicated. Section headinss in this

6
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Guaranty are included for convenience of reference only and shall not constitute a

part of this Guaranty for any other purpose.

14. Goveming Law.

(a) This Guaranty has been delivered to and accepted by the .Creditor. THIS
GUARANTY WILL BE INTERPRETED AND THE RIGHTS AND
LIABILITIES OF THE CREDITOR AND THE GUARANTOR DETERMINED
IN ACCORDANCE WITH THE LAWS OF THE COMMONWEALTH OF
PENNSYLVANIA, EXCLUDING ITS CONFLICT OF LAWS RULES.

(b) The Guarantor hereby irrevocably consents to the jurisdiction of the
federal district court for the Western District of Pennsylvania or to the county
court jurisdiction of the Allegheny County Court of Common Pleas; provided that
nothing contained in this Guaranty will prevent the Creditor from bringing any
action, enforcing any award or judgment or exercising any rights against the
Guarantor individually, against any security or against any property of the
Guarantor within any other county, state or other foreign or domestic jurisdiction.
The Guarantor acknowledges and agrees that the venue provided above is the
most convenient forum for both the Creditor and the Guarantor. The Guarantor
waives any objection to venue and any objection based on a more convenient
forum in any action instituted under this Guaranty.

15. WAIVER OF JURY TRIAL. THE GUARANTOR AND CREDITOR
IRREVOCABLY WAIVE ANY AND ALL zuGHT TO A TzuAL BY JURY IN
ANY ACTION, PROCEEDING OR CLAIM OF ANY NATURE RELATING TO
THIS GUARANTY, ANY DOCUMENTS EXECUTED IN CONNECTION WITH
THIS GUARANTY OR ANY TRANSACTION CONTEMPLATED IN ANY OF
SUCH DOCUMENTS. THE GUARANTOR AND CREDITOR ACKNOWLEDGE
THAT THE FOREGOING WAIVER IS KNOWING AND VOLUNTARY.

16. Term. This Guaranty shall survive termination of the DSMA and remain in full force
and effect until all amounts due hereunder, including all of the Obligations, have been
paid or performed in full.

17. Stay of Acceleration Ineffective with Respect to Guarantor. If acceleration of the
time for payment of any amount payable by Seller under the DSMA is stayed upon
the insolvency, bankruptcy or reorganization of Seller, all such amounts otherwise
subject to acceleration or required to be paid upon an early termination pursuant to
the terms of the DSMA shall nonetheless be payable by the Guarantor hereunder on
written demand bv Creditor.
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The Guarantor acknowledges that it has read and understood all the provisions of this
Guaranty, and has been advised by counsel as necessary or appropriate.

ATTEST:

IGuarantor]

By:

Name:

Title:
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PENNSYLVANIA DEFAUI,T SERVIC E SUPPLIE R MASTE R
AGREEMENT

THIS DEFAULT SERVICE SUPPLIER MASTER AGREEMENT. made and

entered into this day of [Month, Day, Year] (the "Agreement") by and between

Duquesne Light Company (the "Company" and "Buyer"), a corporation and apublic utility

organized and existing under the laws of the Commonwealth of Pennsylvania and

IINSERT] ("DS Supplier"), the Company and the DS Supplier hereinafter sometimes

referred to collectively as the "Parties", or individually as a "Party",

WITNESSETH:

WHEREAS, the Company is an electric public utility engaged, inter alia, in

providing retail electric service within its service territory located in the Commonwealth of

Pennsylvania; and

WHEREAS, the Pennsylvania Public Utility Commission ("PaPUC" or

"Commission") Orders issued pursuant to the Electricity Generation Customer Choice and

Competition Act, 66 Pa.C.S. $$ 2801-2812, direct Buyer to supply electric service to

Default Service Load within Buyer's Pennsylvania franchise service territory; and

WHEREAS, the PaPUC has found that, for periods further identified in Appendix

C, it would serve the public interest for the Company to secure Default Service Supply

("DS Supply") through a competitive procurement process ("DS Solicitation") and the

PaPUC has approved such a process; and

WHEREAS, the Company has conducted and completed a successful DS

Solicitation for the provision of DS Supply, and the DS Supplier was one of the winning

bidders in the DS Solicitation: and
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WHEREAS, pursuant to the competitive bidding procedures of the DS

Solicitation, the Company and the DS Supplier desire to enter into this Agreement setting

forth their respective rights and obligations concerning the provision of DS Supply.

NOW, THEREFORE, in consideration of the mutual covenants and promises set

forth below, and for other good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged, the Parties hereto, intending to be legally bound, hereby

covenant, promise and agree as follows:

ARTICLE 1: DEFINITIONS

Any capitalized or abbreviated term not elsewhere defined in this Agreement shall

have the definition set forth in this Article.

Alternative Energy Credit or "AEC" - Shall have the meaning ascribed thereto in the

AEPS Act.

AEPS Act - The Pennsylvania Altemative Energy Portfolio Standards Act,73 P.S. $$

1648.1- 1648.8.

Affiliate - Means, with respect to any entity, any other entity that, directly or indirectly,

through one or more intermediaries, controls, or is controlled by, or is under common

control with, such entity. For this purpose, "control" means the direct or indirect

ownership of fifty percent (50%) or more of the outstanding capital stock or other equity

interests having ordinary voting power.
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Allocated AECs - Shall mean the types and amounts of AECs specified on Appendix E.

Alternative Energy Portfolio Standards or "AEPS" - Standards requiring that a certain

amount of electric energy sold to retail electric customers in the Commonwealth of

Pennsylvania be comprised of electricity generated from alternative energy sources, as

measured by AECs, in accordance with the requirements of the AEPS Act and provisions

of the Electricity Generation Customer Choice and Competition Act, 66 Pa.C.S. $$

2812-14, in effect on the Effective Date including, without limitation, any subsequent

increases in Tier I requirements under 66 Pa.C.S. $ 2814.

Ancillary Services - Shall have the meaning ascribed thereto in the PJM Agreements.

Applicable Legal Authorities - Those federal and Pennsylvania statutes and

administrative rules and regulations that govern the electric utility industry in

Pennsylvania. as they may be amended from time to time.

Auction Revenue Rights or "ARR" - The current or any successor congestion

management mechanisms as may be employed by PJM (whether set forth in the PJM

Agreements or elsewhere) for the purpose of allocating financial congestion hedges or

financial transmission auction revenue rights. As currently defined by PJM, ARRs are

entitlements allocated annually by PJM whiph entitle the holder to receive an allocation of

the revenues from the annual auction of financial transmission rishts conducted bv PJM

pursuant to the PJM Agreements.
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Bankruptcy Code - Those laws of the United States of America related to bankruptcy,

codified and enacted as Title 11 of the United States Code, entitled "Bankruptcy" and

found at 11 U.S.C. $ l0l et seq., as such laws may be amended, modified, replaced or

superseded from time to time.

Billing Month - Each calendar month during the term of this Agreement.

Business Day - Any day on which the Company's and PJM's corporate offices are open

for business and commercial banks are not authorized or required to close in New York,

New York.

Capacity - o'Unforced Capacity" as set forth in the PJM Agreements, or any successor,

measurement of the capacity obligation of a Load Serving Entity as may be employed in

PJM (whether set forth in the PJM Agreements or elsewhere).

Charge - Any fee, charge or other amount that is billable by the Company to the DS

Supplier under this Agreement.

4

Company - Duquesne Light Company.
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Costs - With respect to the Non-Defaulting Party, brokerage fees, commissions and other

similar transaction costs and expenses reasonably incurred by such Party either in

terminating any affangement pursuant to which it has hedged its obligations or entering

into new affangements which replace this Agreement; and all reasonable attorneys' fees

and expenses incurred by the Non-Defaulting Party in connection with the termination of

this Agreement.

Customer - Any person or entity who enters into a contractual agreement with the

Company to receive retail electric service including, without limitation, all persons or

entities taking service under a retail tariff, eligible to receive competitive electricity supply

from an EGS or DS, respectively, in accordance with the Applicable Legal Authorities.

Damages - Financial compensation from the Defaulting Party to the Non-Defaulting Party

associated with the occurrence of an Event of Default or an Early Termination of this

Agreement. This compensation shall be assessed pursuant to Article 5 of this Agreement.

nefauf .tUocation

Ageenoentl

Defaulting Party - A Party to this Agreement that has caused or precipitated an Event of

Default or an Early Termination of this Agreement.
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Default Service or "DS" - Electric generation service that is provided at retail pursuant to

the Applicable Legal Authorities under the Company's retail electric tariffs and under any

other agreements or arrangements between the Company and Customers, to any Customer

that is not being served by an EGS.

Default 
^lloe&tien ^ssess

agPS nct comotiance.

conqestion and imba

otner services or p

qovernmental bodv hil

nesoonsiUititv Snar

nooenaix C. for tne

aereement forDS Sup

of gnerev to serve DS

additional oroducts (e. s.. Caoacitv).

Delivery Period - The delivery period specified in Appendix C.

Deliveru Point - Means

DS Customer(s) - Retail customers who are provided Default Service pursuant to the

terms of this Agreement, the Applicable Legal Authorities and the Company's retail tariffs.

6
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DSFixedPercentage_ThepercentageofDSSupp1y@,assetforth

in Appendix C.

DS Fixed Price - The price in dollars per MWh, as set forth in Appendix C hereto, as

determined pursuant to the DS Solicitation.

US fixed Price nAAe

Price Service in aoU

oursuant to the DS Solicitation.

DS Load - Means the total sales at the retail meter, plus any losses and Unaccounted For

Energy (as defined by PJM), as reflected in PJM settlement volumes (including

adjustments required by PJM for PJM's derating in conjunction with implementation of

marginal losses as appropriate per PJM Agreements), expressed in MWh of retail

customers in a particular class of DS Customers being served by Company pursuant to the

PUC Orders, as such sales vary from hour to hour, in Company's Pennsylvania franchise

service territory, as such territory exists on the Effective Date or may increase or decrease

due to de minimis geographic border changes to the service territory that exists on the

Effective Date. The DS Load is net of any reduction in load as a result of energy efficiency

and demand side response programs offered by Company, PJM, curtailment service

providers, or other third parties, or any retail market programs. For avoidance of doubt, DS

Load shall not include (i) the amount of load that would otherwise have been served in the
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absence of such energy efficiency or demand side response programs or retail market

programs; or (ii) sales resulting from changes in the Company's Pennsylvania service

territory which occur as a result of a merger, consolidation, or acquisition of another entity

which has a franchised service territory in Pennsylvania or a result of a significant

franchise territory swap with another entity which has a franchised service territory in

Pennsylvania.

DS Solicitation - The competitive bidding processes, procedures and rules employed by

the Company to competitively procure DS Supply for purposes of this Agreement.

DS Supplier - An entity that (i) has been selected through the DS Solicitation and has

accepted the obligations and associated rights to provide DS Supply to the Company for

retail customers in accordance with the Applicable Legal Authorities, (ii) has entered into

this Agreement with the Company as a Purty, and (iii) is a PJM Member and registered

with PJM as a LSE.

DS Supplier Representative - Any officer, director, employee, consultant, contractor, or

other agent or representative of the DS Supplier in connection with the DS Supplier's

activity under this Agreement. To the extent the DS Supplier is a division or group of a

company, the term DS Supplier Representative does not include any person in that

company who is not part of the DS Supplier division or group.
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DS Supplier Responsibility Share - The fixed percentage share of the Company's DS

Load for which the DS Supplier is responsible as set forth in Appendix C.

nefnut Serviee Supp

ngPS *et eemplianeet

ier

in

*pBeneix g, eer tne

isien

DS Tariffs - The Company's existing schedules of rates and services provided to retail

customers as currently on file with the Commission and on the Company's website, as they

may be amended from time to time.

DSVariable@-The

MWhvariable supolie

fomaula-rclc, as set forth in Appendix C hereto. associated with s

Resoonsibilitv Share of the DS Sunnlv.

9
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Early Termination - Termination of this Agreement prior to the end of the term due to the

occuffence of an Event of Default as specified in Article 5.2 of this Agreement and the

declaration of Earlv Termination.

Early Termination Date - The date upon which an Early Termination becomes effective

as specified in Article 5.2 of this Agreement.

Effective Date - The date designated on the cover page of this Agreement upon which the

terms of this Agreement were agreed to by the Parties.

Electric Distribution Company or "EDC" - A public utility providing facilities for the

transmission and distribution of electricity to retail customers in Pennsylvania.

Electric Generation Supplier or "EGS" - A person or entity that is duly certihed by the

Commission to offer and provide competitive electric supply to retail customers located in

the Commonwealth of Pennsylvania.

Emergency - (D an abnormal system condition requiring manual or automatic action to

maintain system frequency, or to prevent loss of firm load, equipment damage, or tripping

of system elements that could adversely affect the reliability of an electric system or the

safety of persons or propertyt or (ii) a condition that requires implementation of

Emergency Operations Procedures as defined in the PJM Agreements or PJM manuals; or

(iii) any other condition or situation that the Company or PJM deems imminently likely to

10
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endanger life or property or to affect or impair the Company's electrical system or the

electrical system(s) of other(s) to which the Company's electrical system is directly or

indirectly connected (a "Connected Entity"). Such a condition or situation may include,

but shall not be limited to, potential overloading of the Company's transmission and/or

distribution circuits, PJM minimum generation ("light load") conditions, or unusual

operating conditions on either the Company's or a Connected Entity's electrical system, or

conditions such that the Company is unable to accept Energy from the DS Supplier without

jeopardizing the Company's electrical system or a Connected Entity's electrical system.

Other additional emergencies can only be declared by PJM, FERC, or the PaPUC.

Energy - Three-phase, 60-cycle alternating current electric energy, expressed in units of

kilowatt-hours or megawatt-hours.

Event of Default - A Pany's breach of obligations under this Agreement as set forth in

Article 5 of this Agreement.

FERC - The Federal Energy Regulatory Commission.

Final Monthly Energy Allocation or "FMEA" - A quantity of Energy which, for any

Billing Month, is the PMEA adjusted for any billing or metering data received subsequent

to the calculation of PMEA of which PJM is notified within 60 days.

11
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nixea Price fransa

Transaction.

Force Majeure - Means an event or circumstance which prevents one Party from

performing its obligations under one or more transactions, including but not limited to,

riots or revolutions, demands or embargoes of the United States Government, fire, flood,

drought, insurrection, acts of God which are not within the reasonable control of, or the

results of the negligence of the affected Party and which, by the exercise of due diligence,

the Party is unable to mitigate or avoid or cause to be avoided. Notwithstanding the

foregoing, under no circumstance shall an event of Force Majeure be based on: (i) the loss

or failure of DS Supplier's supply; (ii) DS Supplier's ability to sell the DS Supply at a price

greater than that received under any Transaction; (iii) curtailment by a utility transmitting

DS Supply; (iv) the Company's ability to purchase the DS Supply at a price lower than paid

under any Transaction; (v) any change in requirements of any governmental authority; or

(vi) labor stoppage or lockout.

Forward Market Price - The price for On-peak Energy Forward Price and Off-peak

Energy Forward Price as determined by averaging concurrent broker quotes obtained by

the Company for the Market Price Hub as available.

Gains - With respect to any Party, an amount equal to the present value of the economic

benefit to it, if any (exclusive of Costs), resulting from an Early Termination of this

Agreement, determined in a commercially reasonable manner.

l2
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Generator Attribute Tracking System or "GATS" - the system owned and operated by

PJM Environmental Services, Inc. to provide reporting and tracking services to its

subscribers in support of the AEPS Act, or any successor credit registry selected by the

PaPUC. (As specified in Appendix E)

Guaranty - A guaranty, suretyship, hypothecation agreement, margins or security

agreement or any other document in the form attached to this DS Supplier Master

Agreement or other form approved by the Company.

Guarantor - Any party having the authority and agreeing to guarantee the DS Supplier's

financial obligations under this Agreement, recognizingthat such party shall be obligated

to meet the Company's creditworthiness requirements specified in this Agreement for such

DS Supplier.

tneustriat gUss g

Hourlv Price Service - service orovided to Large Commercial and Industrial Class

pursuant to tne Compa

Hourlv Price Transaction - A Transaction Confirmation for Hourlv Price Service- as

shown on such conhrmation.

l3
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Interest Index - The average Federal Funds Effective Rate for the period of time the funds

are on deposit. The Federal Funds Effective Rate is published daily on the Federal Reserve

website (http ://www.federalreserve. gov/releasesftr I 5/update/).

Kilowatt or "kW" - Unit of measurement of useful power equivalent to 1000 watts.

Kilowatt-hour or 66kWh" - One kilowatt of electric power used over a period of one hour.

Laree Commercial and Industrial Class - Grouo of Rate Schedules itemized in

nooendix C that are el

Load Serving Entity or "LSE" - An entity that has been granted the authority or has an

obligation pursuant to state or local law, regulation or franchise to sell electricity to retail

customers located within the PJM Control Area as that term is defined in the PJM

Agreements or in successor, superseding or amended versions of the PJM Agreements that

may take effect from time to time over the term of this Agreement. The DS Supplier, for

purposes of this Agreement, is not a Load Serving Entity and nothing contained herein

shall be deemed to cause the DS Supplier to be a Load Serving Entity.

Losses - With respect to any Putty, an amount equal to the present value of the economic

loss to it, if any (exclusive of Costs), resulting from an Early Termination of this

Agreement, determined in a commercially reasonable manner.

t4
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Margin - The amount by which the Total Exposure Amount exceeds the DS Supplier's, or

Guarantor's, credit limit as defined in Section 6.4.

Mark-to-Market ("MtM") Exposure Amount - Shall have the meaning ascribed to it in

Section 6.3 of this Asreement.

Market Price Hub - AEP Dayton Hub, a liquid pricing point located within PJM's

geographic footprint.

Maximum Credit Limit - The lesser of the applicable percentage of TNW or the

applicable credit limit cap as specified in Section 6.4 of this Agreement.

tvtedium Commercial

UeAium Commercial

Megawatt or MW - One thousand kilowatts.

Megawatt-hour or MWh - One megawatt of electric power used over a period of one

hour.

Merger Event - When a DS Supplier consolidates or amalgamates with, or merges into or

with, or transfers all or substantially all of its assets to another entity and either (i) the

resulting entity fails to assume all of the obligations of such DS Supplier hereunder in the

l5
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sole discretion of the Company or (ii) the benefits of any credit support provided pursuant

to Article 6 of this Agreement fail to extend to the performance by such resulting, surviving

or transferee entity of the DS Supplier's obligations hereunder, and the resulting entity or

its guarantor fails to meet the creditworthiness requirements of this Agreement in the sole

discretion of the Company.

Minimum Rating - A minimum senior unsecured debt rating as defined in Appendix A of

this Agreement.

Minimum Transfer Amount - $100,000.

NERC - The North American Electric Reliability Corporation or its successor.

Network Integration Transmission Service or "NITS" - "Network Integration

Transmission Service" under the PJM Agreements in effect as of the date of this

Agreement, or its successor, superseding or amended versions of the PJM Agreements that

may take effect from time to time over the term of this Agreement. In the event the PJM

Agreements are modified such that 'Network Integration Transmission Service" is no

longer offered, Network Integration Transmission Service shall mean the type of

transmission service offered under the PJM Agreements that is accorded the highest level

of priority for scheduling and curtailment purposes.
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Non-Defaulting Party - A Party to this Agreement who, at the time an Event of Default

occurs, is not itself in default of this Agreement and has not otherwise caused or

precipitated an Event of Default or Early Termination of this Agreement.

Off-Peak Energy Forward Price - Means the price for Off-Peak Hours for each billing

month of the delivery period stated in terms of $/MWh as based on the most recent publicly

available information andlor quotes from Reference Market Makers on forward energy

transactions occurring at the Market Price Hub. In the event that the Market Price Hub is no

longer available or no longer representative of a transparent trading hub, the Parties will

negotiate in good faith to agree upon an alternate liquid price.

On-Peak Enerry Forward Price - Means the price for On-Peak Hours for each billing

month of the delivery period stated in terms of $/MWh as based on the most recent publicly

available information and/or quotes from Reference Market Makers on forward energy

transactions occurring at the Market Price Hub. In the event that the Market Price Hub is no

longer representative of a transparent trading hub, the Parties will negotiate in good faith to

agree upon an alternate liquid price.

PaPUC or Commission - The Pennsylvania Public Utilitv Commission or its successor.

PJM - PJM Interconnection L.L.C. or its successor.
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PJM Agreements - The PJM OATT, PJM RAA, PJM OA and all other PJM agreements,

procedures, manuals and documents applicable to the Transactions covered by or relating

to this Asreement.

PJM Control Area - That certain Control Area encompassing electric systems in parts of

Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina,

Ohio, Pennsylvania, Tennessee, Virginia, West Virginia, and the District of Columbia, as

may be modified from time to time, and which is recognized by the North American

Electric Reliability Council as the "PJM Control Area".

PJM Member - A member in good standing of PJM that satisfies the requirements to

conduct business with PJM.

PJM OA - The PJM Operating Agreement or the successor, superseding or amended

version of the PJM Operating Agreement that may take effect from time to time.

PJM OATT - The PJM Open Access Transmission Tariff or the successor, superseding or

amended version of the PJM Open Access Transmission Tariff that may take effect from

time to time.

PJM OI - The PJM Office of Interconnection, the system operator for the PJM Control

Area.
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PJM RAA - The PJM Reliability Assurance Agreement or the successor, superseding or

amended version of the PJM Reliability Assurance Agreement that may take effect from

time to time.

PMEA/FMEA Adjustment Amount - For any Billing Month, the monetary amount due

to the DS Supplier or the Company, as the case may be, in order to reconcile any difference

between the PMEA used for the purpose of calculating estimated payments made to DS

Supplier for a given month and the FMEA used for calculating the final payments due to

the DS Supplier for such month as more fully described in Article t hereof.

Preliminary Monthly Enerry Allocation or "PMEA" - A quantity of Energy which, for

any Billing Month, is the preliminary calculation of the DS Supplier's DS Supplier

Responsibility Share.

Rate Schedule(s) - Shall mean the specified existing, and modified or successor customer

rate schedule(s) in the electric service tariff of the Company filed with the Commission.

Retiabitity First Corporation o" eepf'C" - The approved regional NERC entity with

responsibility for the Commonwealth of Pennsylvania.

Residential Class - Group of Rate Schedules that comprise the Residential Class for the

DS Supply and itemized in Appendix C
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Rounding Amount - $100,000.

Settlement Amount - With respect to a Non-Defaulting Party, the net amount of the

Losses or Gains, and Costs, expressed in U.S. Dollars, which such Party incurs as a result

of Early Termination, as set forth in Section 5.a@) of this Agreement. For the purposes of

calculating the Termination Payment, the Settlement Amount shall be considered an

amount due to the Non-Defaulting Party under this Agreement if the total of the Losses and

Costs exceeds the Gains and shall be considered an amount due to the Defaulting Party

under this Agreement if the Gains exceed the total of the Losses and Costs.

Smatt Commercial a

Smatt Commercial and

Statement - A monthly report prepared by the Company for the DS Supplier indicating the

amount due to the DS Supplier by the Company as compensation for DS Supply supplied

to DS Customers by the DS Supplier during the current Billing Month, in accordance with

DS Supplier's obligations under this Agreement.

Supply Day - Any calendar day during the term of this Agreement on which the DS

Supplier is providing, or is obligated by this Agreement to provide, DS Supply to the

Company's DS Customers.
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Tangible Net Worth or "TNW" - Total assets less intangible assets and total liabilities.

Intangible assets include benefits such as goodwill, patents, copyrights and trademarks.

Termination Payment - A payment resulting from an Early Termination that is calculated

in accordance with Article 5.4.

Tier I AEC - Shall mean an AEC generated by a non-solar photovoltaic energy source that

will satisfy the non-solar Tier I requirements of the AEPS Act applicable to the Company.

(As specified in Appendix E)

Tier I (Solar) AEC - Shall mean an AEC generated by a solar photovoltaic energy source

that will satisfy the Tier I solar photovoltaic requirements of the AEPS Act applicable to

the Company. (As specified in Appendix E)

Tier II AEC - Shall mean an AEC generated by a non-solar photovoltaic energy source

that will satisfy the non-solar Tier II requirements of the AEPS Act applicable to the

Company. (As specified in Appendix E)

Total Exposure Amount - An amount calculated daily for the DS Supplier reflecting the

total credit exposure to the Company and consisting of the sum of (i) the Mark-to-Market

Exposure Amount arising under this Agreement; (ii) any amount(s) designated as the

"Mark-to-Market Exposure Amount" arising under any other DS Supply agreements

providing for "DS Supply" or similar default service; and (iii) the amount designated as the
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"credit exposure" under any other DS Supply agreements providing for DS Supply or

similar default service; provided that in the event the amount calculated for any day is a

negative number, it shall be deemed to be zero for such day.

Tranche - A fixed percentage share of the Company's DS Load for the Customer Group as

indicated in any given Transaction Confirmation, as specified in Appendix C.

Transaction - Means a particular agreement by which the Company purchases and the DS

Supplier sells DS Supply pursuant to this Agreement, the details of which are more fully

set forth in Exhibit I - Transaction Confirmation.

Transaction Confirmation - Shall have the meaning ascribed to it in Appendix C and

Exhibit I ofthis Agreement.
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ARTICLE 2: GENERAL TERMS AND CONDITIONS

2.1 Capacity in Which Company Is Entering into this Agreement

The DS Supplier agrees and acknowledges that the Company is contracting for the

provision of DS Supply from such DS Supplier for Customers receiving Default Service on

the Company's electric system pursuant to the authorizations provided to the Company.

The DS Supplier further agrees and acknowledges that the Company will administer and

monitor the DS Supplier's performance in providing DS Supply under this Agreement and

that the Company shall be entitled to enforce the DS Supplier's obligations related to the

provision of DS Supply. The DS Supplier hereby permanently, expressly and irrevocably

' waives any claim that Company is not entitled to seek enforcement of this Agreement on

behalf of Customers. It is the specific intention of the Parties hereto that Customers and

Customer groups are not third party beneficiaries of this Agreement and that no Customer

or Customer group shall seek enforcement of this Agreement against the DS Supplier on

their own behalf, either independently or by joining in any legal proceeding brought by the

Company.

The Parties acknowledge that the Agreement is a forward contract and,

accordingly, the Parties hereto are entitled to the protections of Section 556 of the

Bankruptcy Code. The Parties therefore agree that the Agreement may be terminated by

either Party upon the commencement of a proceeding by the other Party under any chapter

of the Bankruptcy Code in accordance with Article 5.2 of this Agreement.

2,2 Parties'Obligations

(a) Obligations of DS Supplier

The DS Supplier hereby agrees as follows:

23



Exhibit JP-3

(i) To provide service on a firm and continuous basis such that the supply

delivered for the term of the Agreement meets the terms and conditions set

forth in Appendix C;

(iD To provide sufficient quantities of DS Supply on an instantaneous basis at

all times and supplied to the Delivery Point to meet the DS Supplier

Responsibility Share;

(iii) To procure those services provided by the PJM OI and to perform such

functions as may be required by the PJM OI that are necessary for the

delivery of DS Supply required hereunder;

(iv) To cooperate with the Company in any regulatory compliance efforts that

may be required to maintain the ongoing legitimacy and enforceability of

the terms of this Agreement and to fulfill any regulatory reporting

requirement associated with the provision of DS Supply, before the PaPUC,

FERC or any other regulatory body asserting jurisdiction;

(v) To pay to the Company the PMEA/FMEA Adjustment Amount for any

Billing Month in which the PMEA exceeds the FMEA, as more fully

described in Article 9 of this Agreement;

(vD To accept assignment of and to fulfill all obligations of a LSE that are

assigned to it by this Agreement;

(vii) To comply in a timely manner with all obligations under this Agreement

imposed upon the DS Supplier; and

(viii) To comply with the AEPS requirements of the Company's Default Service

Plan, as detailed in Appendix E.
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(b) Obligations of the Company

The Company hereby agrees as follows:

(i) To pay to each DS Supplier every month an amount due, resulting from the

calculations, as detailed in Article 9 of this Agreement, subject to the

adjustments as expressed therein;

To pay to the DS Supplier the PMEA/FMEA Adjustment Amount for any

Billing Month in which the FMEA exceeds the PMEA, as more fully

described in Article 9 of this Agreement;

To provide to the DS Supplier its estimated aggregate load obligation

(capacity MW value) for each Supply Day no less than five (5) calendar

days prior to the day of delivery. Further, this information will be posted in

the DS Supplier's specific PJM eMTR account, or successor system or

process;

(i") To comply in a timely manner with all obligations under this Agreement

imposed upon the Company;

(v) To accept the delivery of DS Supply necessary to meet the DS Load;

(vi) To be responsible (as between the Company and the DS Supplier) for the

provision of the Allocated AECs to satisff AEPS requirements; and

(vii) To be the Load Serving Entity for supply purchased under this Agreement.

2.3 Congestion and Congestion Management

The DS Supplier is responsible for any congestion costs incurred to meet the DS

Supplier Responsibility Share. The Company shall transfer or assign to the DS Supplier

the Company's rights to Auction Revenue Rights (ARRs) to which the Company is entitled

(iD

(iii)
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as an LSE pursuant to the PJM Agreements, including the rights to ARRs, provided that

such rights are related to the service being provided to meet the DS Supplier Responsibility

Share and such rights are for the Delivery Period. All rights, liabilities and obligations

associated with such ARRs will accrue and be assumed by the DS Supplier through the

transfer or assignment from the Company to the DS Supplier including the responsibility

and ability of the DS Supplier to request or nominate such ARRs when applicable and

feasible. Should the conditions above not be met, the entity recognized by PJM as having

the right to make the nominations will nominate such ARRs for the upcoming PJM

planning period and such ARRs will be allocated to the DS Supplier in accordance with the

PJM Agreements based upon its DS Supplier Responsibility Share.

PJM Services

The DS Supplier shall make all necessary arangements for the delivery of DS

Supply through the PJM OI. The Company will advise the PJM OI of the magnitude and

location of each DS Supplier's actual DS Supplier Responsibility Share, as required by the

PJM OI, for the purpose of calculating such DS Supplier's appropriate DS Supply

requirements related to the provision of service under this Agreement by DS Supplier

arising under the PJM Agreements. The DS Supplier shall remain responsible to PJM for

the performance of its LSE obligations associated with the provision of DS Supply under

this Agreement until the effective date of the transfer of such LSE obligations.

The Company shall generate and provide via a Task Letter Afi o DS

Supplier thg-PJM shortname(s) associated with supplier's unique contract type(s), as

necessary. Unique shortname(s) may be generated for each differing contract type. DS

Supplier shall complete all required forms and processing to PJM to create shortname(s)

2.4
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within the PJM system.

For the period of time this Agreement is in effect, both the Company and DS

Supplier shall have executed the PJM Declaration of Authority, and shall remain in effect

during the Term of this Agreement. In the event PJM requires that the Declaration of

Authority be amended after execution by the DS Supplier, DS Supplier agrees to execute a

revised Declaration of Authority in accordance with PJM requirements.

2,5 PJM Agreement Modifications

(a) If the PJM Agreements are amended or modified so that any schedule or

section reference herein to such agreements is changed, such schedule or section reference

herein shall be deemed to automatically (and without any further action by the Parties)

refer to the new or successive schedule or section in the PJM Agreements which replaces

that originally referred to in this Agreement.

(b) If the applicable provisions of the PJM Agreements referenced herein, or

any other PJM rules relating to the implementation of this Agreement, are changed

materially from those in effect on the Effective Date, both Parties shall cooperate to make

conforming changes to this Agreement to fulfill the purposes of this Agreement, including

the DS Supplier's responsibility for changes in PJM products and pricing during the Term.

DS Supplier bears the risk and responsibility of all charges resulting from any changes in

PJM products and pricing during the term of this Agreement with the exception of (i) future

PJM charges related solely to the Company providing network transmission service, and

(ii) those charges identified as EDC responsibility in Appendix D, including for transition

costs related to the elimination of throush-and-out transmission rates.
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2.6 PJM Member Default Cost Allocation

In the event PJM imposes a Default Allocation Assessment upon the Company

relating to a default during the Term, the Company shall invoice DS Supplier, and DS

Supplier shall pay an amount equal to the product of (i) DS Supplier Responsibility Share,

and (ii) the Default Allocation Assessment, less the amounts of any types of charges

allocated to the Company under this Agreement that are used by PJM in calculating such

Default Allocation Assessment.

2.7 Other Fines and Penalties

If fees, fines, penalties, or costs are claimed or assessed against the Company by

any Applicable Legal Authority or PJM due to noncompliance by the DS Supplier with

this Agreement, any other requirements of law, or the PJM Agreements, the DS Supplier

shall indemniff and hold the Company harmless against any and all losses, liabilities,

damages, and claims suffered or incurred by the Company, including claims for indemnity

or contribution made by third parties against the Company, except to the extent the

Company recovers any such losses, liabilities or damages through other provisions of this

Agreement.

2.8 Communications and Data Exchange

The DS Supplier and the Company shall supply to each other in a thorough and

timely manner all data, materials or other information that is specified in this Agreement,

or that may otherwise reasonably be required by DS Supplier or by the Company in

connection with the provision of DS Supply by the DS Supplier to DS Customers, if

required.

The DS Supplier shall be equipped with the communications capabilities necessary

28



Exhibit JP-3

to comply with the communications and data exchange standards that are set by and as

may, from time to time, be modified by PJM, and shall exclusively bear the costs of

installing, maintaining, testing, and operating all required information technology systems

that will enable it to send to and receive data from the Company and PJM and to satisff its

obligations under this Agreement, the PJM Agreements and all other relevant agreements.

Record Retention

The Company shall retain necessary records for the longer of two years or as

required under applicable PaPUC requirements so as to permit DS Supplier to confirm the

validity of payments due to DS Supplier hereunder; provided that if a DS Supplier has

provided notice pursuant to this Agreement that it disputes the validity of any payments,

the Company agrees that it shall retain all records related to such dispute until the dispute is

finally resolved.

2.10 Verification

In the event of a good faith dispute regarding any invoice issued or payment due

under this Agreement, and provided that a mutually acceptable confidentiality agreement is

executed by the Parties, each Party will have the right to verify, at its sole expense, the

accuracy of the invoice or the calculation of the payment due by obtaining copies of

relevant portions of the books and records of the other Party.

ARTICLE 3: REPRESENTATIONS AND WARRANTIES

3.1 DS Supplier's Representations and \Harranties

The DS Supplier hereby represents, warrants and covenants to the Company on the

Effective Date and throughout the term of this Agreement as follows:

2.9
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(a) It is a corporation, partnership, limited liability company or other legal

entity, duly organized, validly existing and in good standing under the laws of the

Commonwealth of Pennsylvania or, if another jurisdiction, under the laws of such

jurisdiction and, in such case, is duly registered and authorizedto do business in such other

jurisdiction;

(b) It has all requisite power and authority to execute and deliver this

Agreement and to carry on the business to be conducted by it under this Agreement and to

enter into and perform its obligations hereunder, including satisfaction of all applicable

FERC requirements;

(c) The execution and delivery of this Agreement and the performance of such

DS Supplier's obligations hereunder have been duly authorized by all necessary action on

the part of the DS Supplier and do not and will not conflict with, or constitute a breach of or

default under, any ofthe terms, conditions, or provisions of the DS Supplier's certificate of

incorporation or bylaws or other constituent instruments or any indenture, mortgage, other

evidence of indebtedness, or other agreement or instrument or any statute or rule,

regulation, order, judgment, or decree of any judicial or administrative body to which the

DS Supplier is a party or by which the DS Supplier or any of its properties is bound or

subject;

(d) All necessary and appropriate action that is required on the DS Supplier's

part to execute this Agreement has been completed;

(e) This Agreement is the legal, valid and binding obligation of the DS

Supplier, enforceable in accordance with its terms, except as such enforceability may be

limited by applicable bankruptcy, insolvency or similar laws from time to time in effect
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that affect creditors' rights in general or by general principles of equity;

(0 There are no actions at law, suits in equity, proceedings or claims pending

or, to the DS Supplier's knowledge, threatened against the DS Supplier before any federal,

state, foreign or local court, tribunal or govemmental agency or authority that might

materially delay, prevent or hinder the DS Supplier's performance of its obligations

hereunder;

(g) It has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

(h) It is in good standing as an LSE in PJM, is a signatory to all applicable PJM

Agreements, and is in compliance with, and will continue to comply with, all obligations,

rules and regulations, as established and interpreted by the PJM OI, that are applicable to

LSEs as defined by the PJM Agreements; provided that the DS Supplier shall not be

obligated to become an LSE in PJM until the date it begins providing DS Supply;

(i) It has made its trading and investment decisions (including regarding the

suitability thereof) based upon its own judgment and any advice from such advisors as it

has deemed necessary and not in reliance upon any view expressed by the Company;

C) It will comply with any and all information and data transfer protocols that

may be adopted by the Company or that are set by, and from time to time modified by, the

PaPUC; provided that DS Supplier shall be entitled to exercise its reserved right to

challenge any such protocols in the appropriate forum;

(k) It is not Bankrupt or insolvent and there are no proceedings pending or

being contemplated by it or, to its knowledge, threatened against it which would result in it

being or becoming Bankrupt or insolvent;
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(l) There are no pending or, to its knowledge, threatened, actions, suits or

proceedings against it or any of its Affiliates, or any legal proceedings before any

Governmental Authority, that could materially adversely affect its ability to perform its

obligations under this Agreement;

(m) No Event of Default with respect to it has occurred and is continuing and no

such event or circumstance would occur as a result of its entering into or performing its

obligations under this Agreement;

(n) It is not relying upon the advice or recommendations of the other Party in

entering into this Agreement, it is capable of understanding, understands and accepts the

terms, conditions and risks of this Agreement, and the other Party is not acting as a

fiduciary for or advisor to it in respect of this Agreement; and

(o) It has entered into this Agreement in connection with the conduct of its

business and it has the capacity or ability to provide or take delivery of DS Supply as

required by this Agreement, and it is an "eligible contract participant" as defined in Section

la(12) of the Commodity Exchange Act.

3.2 Company's Representations and Warranties

The Company hereby represents, warrants and covenants to the DS Supplier as

follows:

(a) The Company is an electric utility corporation duly organized, validly

existing and in good standing under the laws of the Commonwealth of Pennsylvania;

(b) The Company has all requisite power and authority to carry on the business

to be conducted by it under this Agreement and to enter into and perform its obligations

hereunder;
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(c) The execution and delivery of this Agreement and the performance of the

Company's obligations hereunder have been duly authorizedby all necessary action on the

part of the Company and do not and will not conflict with, constitute a breach of or default

under, any of the terms, conditions, or provisions of the Company's certificate of

incorporation or bylaws or any indenture, mortgage, other evidence of indebtedness, or

other agreement or instrument or any statute or rule, regulation, order, judgment, or decree

of any judicial or administrative body to which the Company is a party or by which the

Company or any of its properties is bound or subject;

(d) All necessary and appropriate action that is required on the Company's part

to execute this Agreement has been completed;

(e) This Agreement is the legal, valid and binding obligation of the Company,

enforceable in accordance with its terms, except as such enforceability may be limited by

applicable bankruptcy, insolvency or similar laws from time to time in effect that affect

creditors' rights in general or by general principles of equity and the Commission's power

under section 508 of the Public Utility Code, 66 Pa.C.S. $ 508, to amend or modify the

contracts of public utilities;

(0 The ability of the Company to pay any and all amounts due and payable

under this Agreement, or upon any potential breach thereof, is not conditioned upon any

govemmental or administrative appropriation by the Commission, the Commonwealth of

Pennsylvania or any other governmental authority;

(g) There are no actions at law, suits in equity, proceedings or claims pending

or, to the Company's knowledge, threatened against the Company before any federal, state,

foreign or local court, tribunal or governmental agency or authority that might materially
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delay, prevent or hinder the Company's perfoffnance of its obligations under this

Agreement;

(h) It has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

(i) The Company's perfofinance under this Agreement is not contingent upon

the performance of Customers or the ability of Customers to pay rates;

0) The Company shall have sole responsibility for metering and billing with

respect to Customers; and

(k) The Company shall be responsible for electric distribution services, and the

DS Supplier shall not be responsible for distribution charges.

3.3 Survival of Obligations

All representations and warranties contained in this Article are of a continuing

nature and shall be maintained during the term of this Agreement or until all amounts due

hereunder, including all obligations, have been paid or performed in full. If a Party learns

that any of the representations, warranties or covenants in this Agreement are no longer

true during the term of this Agreement, the Party shall immediately notify the other Party

via facsimile, with a hard copy of the notice delivered by overnight mail. Company, may,

in its sole discretion, treat any such materially incorrect or misleading representation or

warranty as an Event of Default hereunder.

ARTICLE 4: COMMENCEMENT AND TERMINATION OF
AGREEMENT

4.1 Commencement and Termination

The term of this Agreement shall commence upon the Effective Date. Unless
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otherwise agreed upon by the Company and the DS Supplier, this Agreement shall

continue in full force and effect from the Effective Date until the end of all Transaction(s)

executed under this Agreement, unless the Agreement is terminated prematurely pursuant

to the provisions of this Agreement.

4.2 Termination of Right to Supply

The DS Supplier agrees that termination of this Agreement for reason of an Event

of Default shall terminate any right of the DS Supplier to provide DS Supply to the DS

Customers and nullifu any of the entitlements to which the DS Supplier became entitled as

a result of being selected as a winning bidder in the DS Solicitation.

4.3 Survival of Obligations

Termination of this Agreement for any reason shall not relieve the Company or the

DS Supplier of any obligation accrued or accruing prior to such termination. Applicable

provisions of this Agreement shall continue in effect after termination to the extent

necessary to provide for final billings.

4.4 Mutual Termination

The Company and the DS Supplier may agree at any time during the term of this

Agreement to terminate their respective rights and obligations hereunder on such terms and

under such conditions that they mutually deem to be appropriate as set forth in a mutual

termination agreement acceptable in form and substance to the Company and the DS

Supplier ("Mutual Termination Agreement"); provided that Company agrees that it shall

enter into such a Mutual Termination Agreement, which will discharge the terminating DS

Supplier (the "Terminating DS Supplier") with respect to liabilities arising after the

effective date of the Mutual Termination Agreement if the following conditions precedent
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are met: (i) the Terminating DS Supplier identifies a replacement DS Supplier willing to

assume all obligations of the Terminating DS Supplier hereunder for the remaining term of

this Agreement (the "Replacement DS Supplier"); (ii) the Replacement DS Supplier

demonstrates its compliance with Article 6 of this Agreement, "Creditworthiness," as of

the effective date of the Mutual Termination Agreement, that determination to be made in

the sole discretion of Company; (iii) the Replacement DS Supplier executes a counterpart

signature page to this Agreement and thereby becomes a Party under this Agreement,

effective immediately following the effective date of the Mutual Termination Agreement;

and (iv) the Terminating DS Supplier is not, to the belief or knowledge of the Company,

subject to an Event of Default as of the effective date of the Mutual Termination

Agreement or, if the Company believes that the Terminating DS Supplier may be subject to

an Event of Default, either (a) the Company has determined that, as of the effective date of

the Mutual Termination Agreement, it has not incurred any Damages as a result of the

Event of Default or (b) if the Company has determined, as of the effective date of the

Mutual Termination Agreement, that it may have incurred Damages as a result of the Event

of Default, that the Replacement DS Supplier has agreed in writing to be responsible for

the payment of such Damages or to otherwise cure the Event of Default, in either case to

the satisfaction of the Company in its sole discretion.

ARTICLE 5: BREACH AND DEFAULT

5.1 Events of Default

An Event of Default under this Agreement shall occur if a Party (the "Defaulting

Party"):

(i) Is the subject of a voluntary bankruptcy, insolvency or similar proceeding;
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(iD Makes an assignment for the benefit of its creditors;

(iiD Applies for, seeks consent to, or acquiesces in the appointment of a

receiver, custodian, trustee, liquidator or similar official to manage all or a substantial

portion of its assets;

(iv) Is dissolved (other than pursuant to a consolidation, amalgamation or

merger) or is the subject of a Merger Event in the case of the DS Supplier;

(v) Has a secured party take possession of all or substantially all of its assets or

has a distress, execution, attachment, sequestration or other legal process levied, enforced

or sued on or against all or substantially all of its assets;

(vi) Has a resolution passed for its winding-up, official management or

liquidation (other than pursuant to a consolidation, amalgamation or merger);

(vii) In the case of a DS Supplier, PJM terminates the DS Supplier's ability to

make purchases from PJM markets or PJM holds the Company responsible for the

provision of DS Supply under this Agreement and PJM does not rescind such termination

or assignment of responsibility within seven (7) Business Days;

(viii) Fails to comply with the creditworthiness requirements as set forth in

Article 6 of this Agreement, including, without limitation, compliance with the

creditworthiness requirements to cover the Margin calculated under Section 6.5 or post any

Margin due under Section 6.5 of this Agreement, within the time frames set forth in this

Agreement;

(ix) Is declared by PJM to be in default of any provision of any PJM Agreement,

which default prevents a Party's performance hereunder if such failure is not remedied

within three (3) Business Days after written notice;
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(x) Fails to make, when due, any payment required pursuant to this Agreement

if such failure is not remedied within two (2) Business Days after written notice;

(xi) Violates any federal, state or local code, regulation or statute applicable to

the supply of Energy and/or AECs in a manner that materially, and adversely, affects the

Party's performance under this Agreement, including by way of failure to continually

satisfr all applicable FERC requirements, or, in the case of the DS Supplier, by way of

failure to maintain any other governmental approvals required for participation in the

Pennsylvania retail Energy market, or defaults on any obligation or other failure to comply

with PJM requirements under the PJM Agreements;

(xii) Is the subject of an involuntary bankruptcy or similar proceeding;

(xiii) Subject to Section 5.3(b) of this Agreement, in the case of the Company,

fails to accept DS Supply properly tendered by the DS Supplier under this Agreement;

(xiv) Fails to perform any material covenant or obligation set forth in this

Agreement, if such failure is not remedied within three (3) Business Days after written

notice;

(xn) Makes a materially incorrect or misleading representation or warranty

under this Agreement or under any response to the DS Solicitation; or

(xvi) Commits an act or makes an omission that constitutes an "Event of Default"

under any other agreement(s) for the provision of DS Supply between the Company and

the DS Supplier; and fails to remedy such condition, event or delinquency herein above

described such that the other Party (the "Non-Defaulting Party") is completely made whole

with respect to such condition, event or delinquency, within three (3) Business Days of

receipt of written notice thereof from such Non-Defaulting Party; provided, however, that
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an Event of Default shall be deemed to have occurred immediately, without any need for

the provision of notice thereof by the Non-Defaulting Party and without any right of cure

on the part of the Defaulting Party, in the event of the occurence of a condition, event or

delinquency described in subsections (i), (ii), (iii), (iv), (v), (vi), (vii) or (viii) above.

Termination or modification of this Agreement by the PaPUC, other regulatory authority

or court of law does not constitute an Event of Default under this Agreement.

(xvii) With respect to the DS Supplier's Guarantor, if any:

l. Representation or warranty made by the Guarantor in

connection with this Agreement is false or misleading in any

material respect when made or when deemed made or repeated;

2. Guarantor fails to make, when due, any payment required or to

perform any other material covenant or obligation in any

guaranty made in connection with this Agreement and such

failure shall not be remedied within two (2) Business Days after

written notice;

3. Guarantor's guaranty fails to be in full force and effect for

purposes of this Agreement (other than in accordance with its

terms) prior to the satisfaction of all obligations of such Party

under this Agreement without the written consent of the other

Party; or

4. Guarantor repudiates, disaffirms, disclaims, or rejects, in whole

or in part, or challenges the validity of any guaranty.
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5,2 Rights upon Default

Upon and during the continuation of an Event of Default, the Non-Defaulting Party

shall have the right to suspend performance, provided that such suspension shall not

continue for longer than ten (10) Business Days. At any time during or subsequent to the

temporary suspension of performance, the Non-Defaulting Party may proceed with the

steps outlined in Article 5.7. In addition to any other remedies available at law or in equity

to the Non-Defaulting Party, if an Event of Default has occurred and is continuing, the

Non-Defaulting Party shall have the right to implement all of the following remedies:

(i) Declare an Early Termination Date of this Agreement with respect to the

obligations of the Defaulting Party without any liability or responsibility whatsoever

except for obligations arising prior to the date of termination, by providing written notice to

the Defaulting Party; provided, however, that this Agreement shall immediately terminate

automatically and without notice in the case of any Event of Default in which a DS

Supplier is the Defaulting Party occurring under subsections (i), (ii), (iii), (iv), (v), (vi),

(vii) or (viii) of Article 5.1 of this Agreement and such date of automatic termination shall

be deemed the Early Termination Date of this Agreement with respect to such Supplier;

and

(ii) Receive Damages in accordance with Section 5.3 of this Agreement.

The Non-Defaulting Party shall be entitled to elect or pursue one or more of the

above remedies.

5.3 Damages Resulting from an Event of Default

(a) DS Supplier's Failure to Supply DS Supply or Declaration of Early

Termination By Company: Damages resulting from (i) the DS Supplier's failure to (A)
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provide DS Supply in conformance with Article 2.2hereof or (B) pay PJM for purchases of

any products or services from PJM, or other failure to comply with PJM requirements, such

that PJM holds the Company responsible for the provision of DS Supply to meet the DS

Supplier's DS Supplier Responsibility Share under this Agreement or (ii) the occurrence of

any Event of Default attributable to the DS Supplier resulting in Early Termination, shall

include all Costs incurred by the Company, acting in a commercially reasonable manner

consistent with any statutory or regulatory requirements imposed by the Applicable Legal

Authorities, in obtaining replacement services or in obtaining a replacement supplier,

which Costs exceed the amounts that would have been payable to the defaulting DS

Supplier under this Agreement. Costs incurred by the Company for the purpose of

calculating Damages hereunder will consist of:

(i) The cost of DS Supply allocated to the Company by the PJM OI due to the

failure of the DS Supplier to meet obligations owing to the PJM OI in connection with its

obligations under this Agreement;

(iD The costs of DS Supply purchased by the Company to replace DS Supply

that a DS Supplier was obligated to supply under this Agreement during the term hereof;

(b) Administrative and legal costs associated with procuring replacement DS

Supply; and

(i") Financial hedging costs incurred by the Company on behalf of DS

Customers as a result of having to procure DS Supply not provided by the DS Supplier.

The Parties further recognize and agree that the final calculation of Damages

hereunder may not be known for some time since the level of such Damages may be

dependent upon the arrangements made by the Company to obtain replacement services or
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a replacement DS Supplier. The Company and the DS Supplier agree that, until the

calculation of Damages under this provision is completed, the amount and payment to the

Company of the Settlement Amount on behalf of DS Customers in the event of an Early

Termination as set forth in Article 5.4 of this Agreement shall be immediately due and

owing as an estimate of all Damages ultimately determined to be due and owing. After

Damages have been finally determined under this Article 5.3, the amounts of Damages due

and owing will be reconciled with payments already made by the DS Supplier under

Section 5.4 of this Agreement.

(b) Failure by Company on Behalf of Customers to Accept DS Suppty

Tendered by DS Supplier: Damages resulting from the failure of the Company on behalf

of Customers to accept DS Supply tendered by the DS Supplier necessary to meet the DS

Supplier Responsibility Share of DS Load under this Agreement shall consist of the

positive difference (if any) between (i) the amounts that would have been payable to the DS

Supplier hereunder had the Company accepted the DS Supply tendered by the DS Supplier

necessary to meet the DS Supplier Responsibility Share of DS Load under this Agreement

and (ii) the amount realized by the DS Supplier in disposing, in a commercially reasonable

manner, of the DS Supply not accepted by the Company; provided, however, that the

Company shall not be liable for any Damages if this Agreement is terminated by the

PaPUC, other regulatory authority or a court of law.

(c) I)amages Resulting from Early Termination Due to an Event of

Default Attributable to the Company: Damages resulting from Early Termination due

to an Event of Default attributable to the Company shall be as set forth in Section 5.4 of this

Agreement. Damages calculated in accordance with said Article 5.4 shall be the exclusive
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remedy available to the DS Supplier in the event of Early Termination resulting from an

Event of Default attributable to the Company.

(d) Damages Resulting from DS Supplier's Failure to Continuously Satisff

its AEPS Obligations: Damages resulting from the DS Supplier's failure to continuously

meet and satisfy all or any portion of its obligations under Section 2.2 (a)(viii) of this

Agreement shall include, but not be limited to, the amount of all penalties, costs associated

with the procurement of additional AECs, etc., including, without limitation, interest and

other charges, if any, levied against the Company related to AEPS regulations, due to such

DS Supplier's conduct or inaction. DS Supplier has a specific obligation to provide the

AECs and not money damages in substitution. Therefore, any such attempt to supply

money damages instead of AECs may be treated as an event of default in the sole discretion

of Company.

(e) Other Damages: Damages for Events of Default not specified above shall

consist of the direct Damages incurred by the Non-Defaulting Party.

(f) Waiver of Event of Default: If an Event of Default has occurred and the

Non-Defaulting Party is the Company, then unless the Event of Default was a failure bythe

DS Supplier to meet any or all of its DS Supply obligations, the Company may elect, at its

sole discretion, to offer to waive the default on such terms and conditions as the Company,

at its sole discretion, may deem appropriate to propose a special remedy. Any such special

remedy can only be offered to the DS Supplier if it first is specifically approved by the

PaPUC in accordance with Commission Orders.

5.4

(a)

Declaration of an Early Termination Date and Calculation of
Settlement Amount and Termination Pavment

Settlement Amount
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If an Event of Default with respect to a Defaulting Party shall have occurred and be

continuing, the Non-Defaulting Party shall have the right (i) to designate a day, no earlier

than the day such notice is effective and no later than twenty (20) days after such notice is

effective, as a date for Early Termination ("Early Termination Date") to accelerate all

amounts owing between the Parties and to liquidate and terminate the undertakings set

forth in this Agreement, (ii) to withhold any payments due to the Defaulting Party under

this Agreement, and (iii) to suspend performance; provided, however, that an Early

Termination Date shall be deemed to occur automatically and concurrently with the Event

of Default, without any requirement for the provision of notice by the Non-Defaulting

Party, with respect to an Event of Default under subsections (D, (ii), (iii), (iv), (v), (vi),

(vii), and (viii) of Article 5.1 of this Agreement. The Non-Defaulting Party shall calculate,

in a commercially reasonable manner, a Settlement Amount with respect to the obligations

under this Agreement.

"! The DS Supplier may, in its sole discretion, add the following subsection 5.a(a)(i)
by checking this box. If DS Supplier does not check this box, subsection s.a(a)(i)
will be deemed to be excluded from this Agreement."

(i) For the purposes of such determination, the DS Supply provided for under

this Agreement for the period following the Early Termination Date through the

remainder of the term of this Agreement shall be deemed to be those quantity

amounts that would have been delivered on an hourly basis, had this Agreement

been in effect during the previous calendar year adjusted for such DS Load changes

as may have occurred since the previous calendar year.

(b) Net Out of Settlement Amounts

The Non-Defaulting Party shall calculate a Termination Payment by aggregating
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all Settlement Amounts due under this Agreement or any other agreement(s) between the

Company and the DS Supplier for the provision of DS Supply into a single amount by

netting out (a) all Settlement Amounts that are due or will become due to the Defaulting

Party, plus at the option of the Non-Defaulting Party, any cash or other form of security

then available to the Non-Defaulting Party and actually received, liquidated and retained

by the Non-Defaulting Party, plus any or all other amounts due to the Defaulting Party

under this Agreement or any other agreement(s) between the Company and the DS

Supplier for the provision of DS Supply against (b) all Settlement Amounts that are due or

will become due to the Non-Defaulting Party, plus any or all other amounts due to the

Non-Defaulting Party under this Agreement or any other agreement(s) between the

Company and the DS Supplier for the provision of DS Supply, so that all such amounts

shall be netted out to a single liquidated amount; provided, however, that ifthe DS Supplier

is the Defaulting Party and the Termination Payment is due to the DS Supplier, the

Company shall be entitled to retain a commercially reasonable portion of the Termination

Payment, which may be equal to the entire amount of the Termination Payment, as security

for additional amounts that may be determined to be due and owing by the DS Supplier as

Damages and further provided that any previously attached security interest of the

Company in such retained amounts shall continue. The Termination Payment shall be due

to or due from the Non-Defaulting Party as appropriate. If the Termination Payment has

been retained by the Company as security for additional amounts that may be determined

to be due and owing by the DS Supplier, and if, upon making a final determination of

Damages, the Termination Payment, or any portion thereof, is to be made to the DS

Supplier, the Company will pay simple interest on the Termination Payment amount being
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made to the DS Supplier. Simple interest will be calculated at the lower of the Interest

Index or six (6) percent per annum.

(c) Notice of Termination Payment

As soon as practicable after calculation of a Termination Payment, notice shall be

given by the Non-Defaulting Party to the Defaulting Party of the amount of the

Termination Payment and whether the Termination Payment is due to or due from the

Non-Defaulting Party. The notice shall include a written statement explaining in

reasonable detail the calculation of such amount. Subject to Article 5.4(b) above, the

Termination Payment shall be made by the Party that owes it within three (3) Business

Days after such notice is effective.

(d) Disputes With Respect to Termination Payment

If the Defaulting Party disputes the Non-Defaulting Party's calculation of the

Termination Payment, in whole or in part, the Defaulting Party shall, within three (3)

Business Days of receipt of Non-Defaulting Party's calculation of the Termination

Payment, provide to the Non-Defaulting Party a detailed written explanation of the basis

for such dispute; provided, however, that if the Termination Payment is due from the

Defaulting Purty, the Defaulting Party shall first transfer collateral to the Non-Defaulting

Party in an amount equal to the Termination Payment, such collateral to be in a form

acceptable to the Non-Defaulting Party as specified in the Termination Payment Dispute

Notice.

(e) Multiple DS Supply Agreements

It is the intention of the Company and the DS Supplier that, in the event the DS

Supplier is a party to other agreements with the Company for the provision of DS Supply
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that existed prior to the Effective Date of this Agreement or are entered into after the

Effective Date of this Agreement, the Company will calculate a single Termination

Payment applicable to all such agreements as set forth herein.

5.5 Step-up Provision

The Company may ask other DS Suppliers whether they wish to assume all or part

of the delivery obligations on the same terms and price contained herein, but any DS

Supplier shall not be obligated to assume any such step-up requests. Any agreement to

make additional supply available shall be termed a "Step-Up," and is subject to compliance

with the creditworthiness provisions of Article 6 of this Agreement and the DS Supplier's

load cap as per the Company's approved default service procurement plan. For the

avoidance of doubt, in the event that the DS Supplier does not respond to the Company's

Step-Up request within the relevant timeframe, then the DS Supplier shall be deemed to

have rejected the Company's request in full.

5.6 Setoff of Payment Obligations of the Non-Defautting Parfy

Any payment obligations of the Non-Defaulting Party to the Defaulting Party

pursuant to this Agreement or any other agreement(s) between the Company and the DS

Supplier for the provision of DS Supply shall be set off: (i) first, to satisfu any payment

obligations of the Defaulting Party to the Non-Defaulting Party pursuant to this Agreement

or any other agreement(s) between the Company and the DS Supplier for the provision of

DS Supply that are unsecured and not subject to any Guaranty; (ii) second, to satisfy any

payment obligations of the Defaulting Party to the Non-Defaulting Party pursuant to this

Agreement or any other agreement(s) between the Company and the DS Supplier for the

provision of DS Supply that are unsecured, but which are subject to a Guaranty; and (iii)
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third, to satisfy any remaining payment obligations of the Defaulting Party to the

Non-Defaulting Party pursuant to this Agreement or any other agreement(s) between the

Company and the DS Supplier for the provision of DS Supply.

5.7 Preservation of Rights of Non-Defaulting Party

The rights of the Non-Defaulting Party under this Agreement, including without

limitation Article 5.4 and 5.7 of this Agreement, shall be supplemental to, and not in lieu

of, any right of recoupment, lien, or set-off afforded by applicable law, and all such rights

are expressly preserved for the benefit of the Non-Defaulting Party.

(a) Duty to Mitigate. Each Party agrees that it has a duty to mitigate damages

and covenants that it will use commercially reasonable efforts to minimize

any damages it may incur as a result of the other Party's failure to perform

pursuant to this Agreement.

Retum ofAuction Revenue Rights. When the DS Supplier is the Defaulting

Party, the DS Supplier will make best efforts to facilitate the transfer or

reassignment to the entity which is the replacement DS Supplier on the

Early Termination Date, any and all of the replacement DS Supplier's rights

to Auction Revenue Rights (ARRs) to which the replacement DS Supplier

is entitled as a LSE pursuant to the PJM Agreements, which were

transferred or assigned to the DS Supplier under Section 2.3 (Congestion

and Congestion Management).

(b)
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ARTICLE 6: CREDITWORTHINESS

6.1 Applicability

The DS Supplier agrees that it shall meet the creditworthiness requirements of this

Article 6 at all times during the term of this Agreement and shall inform the Company

immediately of any changes in its credit rating or financial condition. Without limitation of

the foregoing, the DS Supplier shall, upon written request, affirmatively demonstrate to the

Company, its compliance with the creditworthiness requirements set forth hereunder. The

Company may establish less restrictive creditworthiness requirements under this Article 6

in a non-discriminatorv manner.

6.2 Creditworthiness Determination

The DS Supplier may submit and maintain a security deposit in accordance with

Section 6.4 of this Agreement in lieu of submitting to or being qualified under a

creditworthiness evaluation. The DS Supplier shall have the opportunity to request that the

Company re-evaluate its creditworthiness whenever an event occurs that the DS Supplier

believes would improve the determination made by the Company of its creditworthiness.

The Company's credit re-evaluation must be completed as soon as possible but no longer

than thirty (30) days after receiving a fully documented request. The Company must

provide the rationale for its determination of the credit limit and any resulting security

requirement. The Company must perform its credit re-evaluation and associated security

calculation in a non-discriminatory manner. DS Supplier shall provide the Company and

its agent's unrestricted access to audited financial statements; provided that if audited

financial statements are not available, the Company, in its sole discretion, may specify

other types of financial statements that will be accepted.
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6.3 Mark-to-MarketCreditExposureMethodology

To calculate the daily exposure for each DS Supplier, the MtM credit exposure

methodology will be used. The "mark" for each Billing Month will be determined at the

time the auction is completed based on the available Forward Market Prices and for the

remaining Billing Months, it will be derived based on historical data. At the time the

auction is completed, the MtM credit exposure for each DS Supplier shall be equal to zero.

Subsequently, the differences between the available Forward Market Prices on the

valuation date and the "mark" prices for the corresponding Billing Months will be used to

calculate the daily credit exposures for each DS Supplier. The total MtM credit exposure

will be equal to 1.1 times the sum of the MtM credit exposures for each Billing Month. The

methodology for calculation of the MtM credit exposure is illustrated in the example (using

hypothetical numbers) set forth in Appendix B hereto.

6.4 Credit Limit

The following criteria constitute the Company's creditworthiness requirements for

the DS Supplier, to cover the Total Exposure Amount. In all instances, the most current

senior unsectned debt rating (or, if unavailable, the most current corporate issuer rating)

will be used.

(i) For a DS Supplier to be granted an unsecured line of credit, the DS Supplier

must be rated by at least two of the following rating agencies: S&P, Moody's, or Fitch.

The methodology for determining the credit rating to use is set forth in Appendix A of this

Agreement. The Maximum Credit Limit to cover the Total Exposure Amount will be

determined based on the credit matrix table in Appendix A of this Agreement.

The DS Supplier will be required to post cash or a letter of credit in an acceptable
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form as defined in Section 6.7 (b) of this Agreement (ggg standard format in Exhibit 4) for

the Margin due the Company as set forth in Section 6.5 of this Agreement;

(ii) For a DS Supplier having a Guarantor, in the case of a Guarantor organized

under the laws of the United States, the Guarantor (l) must be rated by at least two of the

following rating agencies: S&P, Moody's, or Fitch, and (2) must have a minimum senior

unsecured debt rating (or, if unavailable, corporate issuer rating) equal to the Minimum

Rating. If the Guarantor is rated by only two rating agencies, and the ratings are split, the

rating will be established based on the methodology outlined in Appendix A of this

Agreement. The Maximum Credit Limit to cover the Total Exposure Amount that could be

provided through the Guaranty (see standard format in Exhibit 5) will be determined based

on the credit matrix table for Guarantors in Appendix A. The DS Supplier will be granted

a credit limit equal to the lesser of (i) the amount of the Guaranty as provided to the

Company at the time this Agreement is executed as such amount may be modified in any

amended or substitute Guaranty provided to the Company during the term of this

Agreement, or (ii) the Supplier's Maximum Credit Limit. The DS Supplier, however, may

not increase or substitute its Guaranty for the pu{pose of increasing its applicable credit

limit during the time period after the Company has made a Margin call but before the DS

Supplier has posted the required Margin. Notwithstanding anything herein to the contrary,

the DS Supplier may increase the limit of its Guaranty after satisfying a Margin call from

the Company and upon the Company's receipt of an amended or substitute Guaranty

increasing the limit of the Guaranty, the DS Supplier may request a return of Margin in

accordance with Section 6.5 of this Agreement. The DS Supplier will be required to post

cash or a letter of credit in an acceptable form as defined in Section 6.7(b) of this

5l



Exhibit JP-3

Agreement (see standard format in Exhibit 4) for the Margin due the Company as set forth

in Section 6.5 of this Agreement; or

(iii) For a DS Supplier or Guarantor that has not been incorporated or otherwise

formed under the laws of the United States and whose financial data is not denominated in

United States currency and does not conform to generally accepted accounting principles

("GAAP") in the United States, they shall supply the following additional information:

A legal opinion of counsel qualified to practice in the foreign

jurisdiction in which the DS Supplier or Guarantor is incorporated

or otherwise formed that this Agreement is, or upon completion of

execution formalities will become, the binding obligation of the DS

Supplier or Guarantor in the jurisdiction in which it has been

incorporated or otherwise formed;

The sworn certificate of the corporate secretary (or similar officer)

of such DS Supplier or Guarantor that the person executing this

Agreement on behalf of the DS Supplier has the authority to execute

the Agreement and that the governing board of the DS Supplier or

Guarantor has approved the execution of this Agreement;

The sworn certificate of the corporate secretary (or similar officer)

of such DS Supplier or Guarantor that the DS Supplier or Guarantor

has been authorized by its governing board to enter into agreements

of the same type as this Agreement; and

Such other documents and certificates as may be required by the

Company in its sole discretion.

b.

d.
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(iv) The posting of cash or a letter of credit as defined in Section 6.7 (b) below

for the entire Total Exposure Amount as set forth in Section 6.5 of this Agreement.

6.5 Posting Margin and Return of Surplus Margin

(a) If at any time and from time to time during the term of this Agreement the

Total Exposure Amount, rounded by the Rounding amount, exceeds the DS Supplier's or

the Guarantor's credit limit by the Minimum Transfer Amount (MTA), then the Company,

on any Business Day, may request that the DS Supplier provide cash or a letter of credit in

an acceptable form as defined in Article 6.7(b) of this Agreement (see standard format in

Exhibit 4), in an amount equal to the Margin (less any Margin posted by the DS Supplier

and held by the Company pursuant to this Agreement or any other agreement(s) between

the Company and the DS Supplier for the provision of DS Supply).

If the DS Supplier receives wriffen notice for Margin from the Company by l:00

p.m. New York time on a Business Day, then the DS Supplier shall post Margin the next

following Business Day, if posting cash, and by the second Business Day following the

date of notice, if posting a letter of credit, unless the Company agrees in writing to extend

the period to provide Margin. If the DS Supplier receives notice for Margin from the

Company after 1:00 p.m. New York time on a Business Day, whether posting cash or a

letter of credit, then the DS Supplier must post Margin the second Business Day following

the date of notice unless the Company agrees in writing to extend the period to provide

Margin. The Company will not unreasonably deny a request for a one-day extension of

such period. In the event that the DS Supplier fails to post Margin when due in accordance

with this Article 6.5, then an Event of Default under Article 5 of this Agreement will be

deemed to have occurred and the Company will be entitled to the remedies set forth in
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Article 5 of this Agreement.

(b) Surplus Margin being held by the Company that is not needed to satisfr the

Total Exposure Amount, as determined above, will be retumed to the DS Supplier upon

receipt of a written request by the DS Supplier. Surplus Margin means cash or a letter of

credit posted by the DS Supplier as a result of a request by the Company pursuant to Article

6.5(a) that exceeds the Total Exposure Amount less the DS Supplier's or the Guarantor's

credit limit (rounded by the Rounding Amount). If the resulting Surplus Margin amount is

more than the Minimum Transfer Amount, it will be returned to the DS Supplier. If the DS

Supplier posted cash and notice is received by 1:00 p.m. New York time on a Business

Day, the surplus Margin will be retumed by the next following Business Day and if the DS

Supplier posted cash and notice is received by the Company after 1:00 p.m. New York time

on a Business Day, the surplus Margin shall be returned by the second Business Day

following the date of notice, unless the DS Supplier agrees in writing to extend the period

to return the surplus Margin. If the DS Supplier posted a letter of credit, the surplus Margin

shall be returned on the next Business Day following the Business Day on which the

amendment to the letter of credit is received from the issuing bank, unless the DS Supplier

agrees in writing to extend the period to return the surplus Margin. The DS Supplier will

not unreasonably deny a request for a one-day extension ofsuch period. In the event that

the Company fails to return the surplus Margin when due in accordance with this Article,

then an Event of Default under Article 5 of this Agreement will be deemed to have

occurred and the DS Supplier will be entitled to the remedies set forth in Article 5 of this

Agreement.
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6.6 Grant of Securitv Interest/Remedies

To secure its obligations under this Agreement and to the extent that the DS

Supplier posted Margin/collateral hereunder, the DS Supplier hereby grants to the

Company a present and continuing security interest in, and lien on (and right of setoff

against), and assignment of, all cash collateral and cash equivalent collateral and any and

all proceeds resulting therefrom or the liquidation thereof, whether now or hereafter held

by, on behalf ol or for the benefit of, the Company, and the DS Supplier and the Company

agree to take such action as is reasonably required to perfect the secured Party's first

priority security interest in, and lien on (and right of setoff against), such collateral and any

and all proceeds resulting therefrom or from the liquidation thereof. Upon or any time after

the occurrence or deemed occuffence and during the continuation of an Event of Default or

an Early Termination Date, the Company may do any one or more of the following: (i)

exercise any of the rights and remedies of the Company with respect to all collateral,

including any such rights and remedies under law then in effect; (ii) exercise its rights of

setoff against any and all property of the DS Supplier in the possession of the Company,

whether held in connection with this Agreement or any other agreement(s) between the

Company and the DS Supplier for the provision of DS Supply; (iii) draw on any

outstanding letter of credit issued for its benefit; and (iv) liquidate all security held by or for

the benefit of the Company free from any claim or right of any nature whatsoever of the DS

Supplier, including any equity or right of purchase or redemption by the DS Supplier. The

Company shall apply the proceeds of the collateral realizedupon the exercise of such rights

or remedies to reduce the DS Supplier's obligation under this Agreement or any other

agreement(s) between the Company and the DS Supplier for the provision of DS Supply
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(the DS Supplier remaining liable for any amounts owing to the Company after such

application), subject to the Company's obligation to return any surplus proceeds remaining

after such obligations are satisfied in full.

All notices, demands or requests regarding credit requirements and credit related

security or deposit transfers shall be in writing and shall be personally delivered or sent by

overnight express mail, courier service or facsimile transmission (with the original

transmitted by any of the other aforementioned delivery methods) addressed as follows:

lf to a DS Supplier to:

Copy to:

If to the Company to: James H. Milligan, Assistant Treasurer

Duquesne Light Company

411 Seventh Avenue. Pittsbursh. PA 15219

Copy to: Joan Jenkins, Fereeasting* Procurement Analyst

Duquesne Light Company

411 Seventh Avenue, Pittsburgh, PA 15219

Notice received after the close of the Business Day shall be deemed received on the next

Business Day; provided that notice by facsimile transmission shall be deemed to have been

received by the recipient if the recipient confirms receip telephonically or in writing.

6.7 Security Instruments

At each DS Supplier's choice, the following are deemed to be acceptable methods

for posting security, if required:

(a) Cash; or
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(b) A standby irrevocable letter of credit acceptable to the Company, in its sole

discretion, issued by a bank or other financial institution with a minimum "A-" senior

unsecured debt rating (or, if unavailable, corporate issuer rating discounted one notch)

from S&P and "A3" from Moody's (Sge standard format in Exhibit 4). The letter of credit

shall state that it shall renew automatically for successive one-year or shorter periods, until

terminated upon at least ninety (90) days prior written notice from the issuing financial

institution. If the Company receives notice from the issuing financial institution that the

letter of credit is being cancelled, the DS Supplier will be required to provide a substitute

letter of credit from an alternative bank satisfying the minimum requirements. The receipt

ofthe substitute letter of credit must be effective as of the cancellation date and delivered to

the Company thirty (30) days before the cancellation date of the original letter of credit. If

the DS Supplier fails to supply a substitute letter of credit as required, then the Company

will have the right to draw on the existing letter of credit and to hold the amount as Margin.

If the credit rating of a bank or other financial institution from which a DS Supplier

has obtained a letter of credit falls below the levels specified in Article 6 of this Agreement,

the DS Supplier shall have two (2) Business Days following written notice by the

Company to obtain a suitable letter of credit from another bank or other financial

institution that meets those standards, unless such period is extended in writing by the

Company. The Company shall have no obligation under this Agreement or otherwise to

make or grant such extension.

6.8 MaintenanceofCreditworthiness

(a) Reporting of Changes

The DS Supplier shall promptly notify the Company of any change in its credit
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rating or financial condition or that of its Guarantor. The DS Supplier or Guarantor shall

also furnish evidence of an acceptable credit rating or financial condition upon the request

of the Company.

(b) Change in Credit Standing

The Company will re-evaluate the creditworthiness of a DS Supplier whenever it

becomes aware of an adverse change, through the provision of notice by the DS Supplier or

otherwise, in the DS Supplier's or Guarantor's credit standing. If the lowest credit rating

(whether senior unsecured debt rating or corporate issuer rating) used to determine the DS

Supplier's Maximum Credit Limit or its credit limit adversely changes, the Company will

require additional security from the DS Supplier in accordance with Sections 6.4 of this

Agreement. The additional security must be in a form acceptable to the Company in its

sole discretion, as specified in Article 6.7 of this Agreement and must be posted as set forth

in Section 6.5 of this Agreement.

6.9 Calling on Security

The Company may call upon the security posted by the DS Supplier if the DS

Supplier fails to pay amounts due to the Company pursuant to this Agreement or any other

agreement(s) between the Company and the DS Supplier for the provision of DS Supply

after all of the following events occur:

(a) Written Notice of Default is provided to the DS Supplier; and

(b) Any applicable cure period associated with the written Notice of Default

ends.

The foregoing notwithstanding, the security posted by the DS Supplier shall

become due automatically without prior notice or right of cure in the case of any Event of
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Default arising under subsections (i), (ii), (iii), (iv), (v), (vi), (vii) and (viii) of Section 5.1

of this Agreement.

6.10 Interest on Cash Held by Company

The Company will pay simple interest calculated at the lower of the Interest Index

or six (6) percent per annum on all cash held by the Company pursuant to this Agreement.

Each Billing Month, the Company will prepare a statement of interest amounts due to the

DS Supplier. The statement will be sent to the DS Supplier within three (3) Business Days

after the end of the Billing Month via overnight mail or other expeditious means. The

Company shall make interest payments on the first Business Day after the 5th day of each

calendar month.

6.11 No Endorsement of DS Supplier

The Company's determination that a DS Supplier is creditworthy pursuant to the

process set forth above, shall not be deemed to constitute an express or implied warranty or

guarantee of any kind with respect to the financial or operational qualifications of the DS

Supplier. The Company will treat all DS Suppliers in a non-discriminatory manner and

shall provide no preference to any DS Supplier.

6.12 Multiple DS Supply Agreements

It is the intention of the Company and the DS Supplier that, in the event the DS

Supplier is a party to other agreements with the Company for the provision of DS Supply

that existed prior to the effective date of this Agreement or is entered into after the effective

date of this Agreement, the Company will calculate the Margin applicable to all such

agreements as set forth in Appendix A of this Agreement; provided, however, that if

another agreement has a more stringent credit threshold, then the more stringent credit
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threshold shall apply. Each DS Supplier that is aparty to such other agreements with the

Company for the provision of DS Supply hereby agrees that such other agreements are

deemed amended by this Agreement for the purpose of calculating the Margin as described

herein.

ARTICLE 7: PROCEDURES FOR ENERGY SCHEDULING,
CAPACITY RESOTJRCE SUBMISSION AND
TRANSMISSION PROCUREMENT

7.1 Load Obligations

The Company and the DS Supplier acknowledge and agree that (1) the Company

shall determine the DS Load, (2) the Company shall allocate the DS Supply obligation

using the DS Supplier Responsibility Share, (3) the Company shall provide the DS

Supplier's DS Supply obligation to PJM, and (a) the DS Supplier shall be responsible for

meeting its DS Supply obligations as a LSE under the PJM Agreements.

7.2 Data Transmission

The procedures for transmitting load obligation data to PJM for DS Supplier's DS

Load shall be as set forth bv PJM.

7.3 Enerry Scheduling

The Company is not obligated to provide any day ahead scheduling services. If the

Company chooses to provide such services, the information provided is not guaranteed by

the Company.

ARTICLE 8: THE ENERGY SETTLEMENTIRECONCILIATION
PROCESS

8.1 Enerry Settlement by PJM

The settlement process occurs at PJM to reflect the DS Supplier's actual Energy

60



Exhibit JP-3

obligations in a supply/usage reconciliation process. The Energy obligations for each DS

Supplier will be determined based on the DS Supplier Responsibility Share of the DS

Load. The reconciled total DS Energy obligation will be based on the final total Energy

loads for the Customers receiving DS service, including de-ration adjustments for marginal

losses.

Any adjustments for billing and metering errors reported subsequent to the

calculation of FMEA will be proportionally allocated by the Company to the DS Suppliers

based on the respective DS Supplier Responsibility Share.

8,2 Enerry Settlement by the Company

In the event that actual DS Customer consumption data is not available until after

the PJM deadline for conducting the final settlement, the Company will conduct the

settlement process with the DS Supplier. In the event PJM imposes penalties against the

Company as a result of the DS Supplier's Transactions or failure to meet PJM

requirements, such penalties shall be passed through by the Company to the DS Supplier as

part of this settlement process. In addition, all other applicable charges from PJM,

including any billing adjustments, will be appropriately allocated to the DS Supplier.

ARTICLE 9: BILLING AND PAYMENT

9.1 The Company Payment of Obligations to the DS Supplier

The Company shall pay all amounts due to the DS Supplier hereunder in

accordance with the following provisions:

(a) each eillins Mon

to-theDsSuBBlicr

I
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For Fixed Price Transac

Statement will show the aggregate amounts due based on the DS Eixed

Price multiplied by the hourly Energy requirements of DS Supply used

to determine the PMEA multiplied by the DS Fixed Percentage as

shown in Appendix C

Pnergy requireme#

for each hour of the Billins Month.

. Por Howlv Price lrm

amounts due based on th

Service multiolied bv the hourlv Enersv reouirements of DS Suonlv

useA to determine tn

snown in aooenaix C fu

Variable Pavments used to determine the PMEA for each hour of the

Billins Month.

(b) The Statement will be sent to the DS Supplier within eight (8) Business

Days after the end of the Billing Month via overnight mail or other expeditious means.

(c) The Company shall make payment on the first Business Day after the 19tr

dav of each calendar month.

(d) To the extent that the FMEA differs from the PMEA, the Company shall
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pay or charge the DS Supplier for the PMEA/FMEA Adjustment Amount within the PJM

deadline for conducting the final settlement.

(e) If each Party owes an amount to the other Party pursuant to this Agreement,

including any related interest, payments or credits, the Parties may satisfy their respective

obligations to each other by netting the aggregate amounts due to one Party against the

aggregate amounts due to the other Party, with the Party, if any, owing the greater

aggregate amount paying the other Party the difference between the amounts owed.

(0 Payments shall be subject to adjustment for any arithmetic errors,

computation errors, meter reading errors, or other elrors, provided that the erors become

known within one (l) year of the termination of this Agreement.

(g) The Company shall make payments of funds payable to the DS Supplier by

electronic transfer to a bank designated by the DS Supplier.

(h) If a good faith dispute arises between the Company and the DS Supplier

regarding a Statement, the disputing Party shall be obligated to pay only the undisputed

portion of the Statement, if any, and shall present the dispute in writing and submit

supporting documentation to the non-disputing Party within one hundred twenty (120)

calendar days from the date of the Statement in dispute. Statement disputes shall be

addressed promptly and in accordance with the dispute resolution procedures set forth in

Article 11 of this Agreement. Upon resolution of a Statement dispute, any payments made

to either Party will include simple interest on the payment at the lower of the Interest Index

or six (6) percent per annum payable from the date that notice of a Statement dispute was

received by the non-disputing Party.

(i) If payment is made to the DS Supplier after the due date shown on the
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Statement, a late fee will be added to the unpaid balance until the entire Statement is paid.

This late fee shall be the lesser of (a) the per annum rate of interest equal to the prime

lending rate as may from time to time be published in The Wall Street Journal under

"Money Rates" on such day (or if not published on such day on the most recent preceding

day on which published), plus two percent (2%) or (b) the maximum rate permitted by

applicable law.

(j) If Seller does enter more than one transaction with Buyer, Buyer may

provide a single invoice listing the relevant information detailed.

9,2 Billing for DS Supplier's Obligations to Other Parties

The Company shall have no responsibility for billing between the DS Supplier and

PJM; the DS Supplier and any Energy or Capacity source; or the DS Supplier and any other

third party. The Company will be solely responsible for billing DS Customers for Default

Service.

9,3 The DS Supplier Payment of Obligations to the Company

The DS Supplier shall pay all Charges it incurs hereunder in accordance with the

following provisions:

(a) Each Billing Month, the Company shall submit an invoice to the DS

Supplier for all Charges owed by the DS Supplier under this Agreement. The DS Supplier

shall make payment for Charges shown on the invoice. The due date will be on the first

Business Day after the 19ft day of each calendar month. The invoice will be sent to the DS

Supplier within eight (8) Business Days after the end of the Billing Month via ovemight

mail or other expeditious means.

(b) Invoices shall be subject to adjustment for any arithmetic elrors,
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computation effors, meter reading errors, or other errors, provided that the effors become

known within one (1) year of the termination of this Agreement.

(c) The DS Supplier shall make payments of funds payable to the Company by

electronic transfer to a bank designated by the Company.

(d) If a good faith dispute arises between the Company and the DS Supplier

regarding an invoice, the disputing Party shall pay only the undisputed portion of the

invoice, if any, and shall present the dispute in writing and submit supporting

documentation to the non-disputing Party within one hundred twenty (I20) calendar days

from the due date of the invoice in dispute. Billing disputes shall be addressed promptly,

and in accordance with the dispute resolution procedures set forth in Article I I of this

Agreement. Upon resolution of a billing dispute, any payments made to either Party will

include simple interest on the payment at the lower of the Interest Index or six (6) percent

per annum payable from the date that notice of a bill dispute was received by the

non-disputing Party.

(e) If payment is made to the Company after the due date shown on the invoice,

a late fee will be added to the unpaid balance until the entire invoice is paid. This late fee

shall be the lesser of (a) the per annum rate of interest equal to the prime lending rate as

may from time to time be published in The Wall Street Journal under "Money Rates" on

such day (or if not published on such day on the most recent preceding day on which

published), plus two percent (2%) or (b) the maximum rate permitted by applicable law.
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ARTICLE 10: SYSTEM OPERATION

The Parties shall adhere to any applicable operational requirements of PJM

necessary to protect the integrity of the transmission system within the PJM Control Area

and the transmission systems of interconnected control areas, and shall satis$ any and all

PJM, RFC and NERC criteria, when applicable. The DS Supplier shall also adhere to any

applicable operational requirements of the Company necessary to protect the integrity of

the Company's local distribution system.

10.1 Disconnection and Curtailment by the Company

The Company shall have the right, without incurring any liability to the DS

Suppliers, to disconnect (or otherwise curtail, intemrpt or reduce deliveries from) the DS

Suppliers or to disconnect (or otherwise curtail, intem:pt or reduce deliveries to) any

Customer whenever the Company determines in the exercise of its good faith discretion, or

when the Company is directed by PJM, that such a disconnection, curtailment, interruption

or reduction is necessary to facilitate construction, installation, maintenance, repair,

replacement or inspection of any of the Company's facilities, or due to any other reason

affecting the safe and reliable operation of the Company's or a Customer's facilities,

including, without limitation, an Emergency, forced outage or potential overloading of the

Company's transmission and/or distribution circuits, potential damage to any Customer's

facilities or any risk of injury to persons or property.

10.2 Inadvertent Loss of Service to DS Customers

The Parties agree and acknowledge that service to DS Customers may be

inadvertently lost due to storms, weather, accidents, breakage of equipment or other events

beyond the reasonable control of the Company affecting the transmission and distribution
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system of the Company. Neither Party will have any liability to the other Party for the

occurrence of such events except for the Company's obligation to pursue steps for the

resumption of the disrupted service as set forth in Section 10.3 below. In no event will an

inadvertent loss of service affect a Party's obligation to make any payments then due or

becoming due with respect to performance rendered prior to such inadvertent loss of

service.

10.3 Good Faith Efforts

The Company shall use good faith efforts to minimize any curtailment, interruption

or reduction in service to DS Customers to the extent reasonably practicable under the

circumstances.

10.4 PJM Requirements

The DS Supplier acknowledges and agrees that, as a member of PJM, the Company

is bound by all PJM operating instructions, policies and procedures as are currently set

forth in the PJM Operating Manual, which are available through the Internet on the PJM

Home Page (http://www.pjm.com), as may be revised from time to time, which are needed

to maintain the integrity of the PJM system. The DS Supplier acknowledges and agrees

that it will cooperate with the Company so that the Company will be in compliance with all

PJM Emergency Operations Procedures, which include, but are not limited to, those

procedures pertaining to minimum and maximum generation Emergencies, and measures

requiring involuntary Customer participation, such as supply voltage reduction or full

intemrption of Customer load by either manual or automatic means.

10.5 Compliance with Governmental Directives

The DS Supplier also acknowledges and agrees that the Company may need to act
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in response to govemmental or civil authority directives which may affect DS Customer

load. The DS Supplier agrees to cooperate with the Company in order to comply with said

directives.

ARTICLE 11: DISPUTE RESOLUTION

11.1 Informal Resolution of Disputes

Before pursuing resolution of any dispute arising out of this Agreement (other than

an Event of Default under Article 5.1(i)-(ix), (xii), or (xvi)), the disputing Party shall

provide written notice to the other Party setting forth the nature of the dispute, the amount

involved, if any, and the remedies sought. The Parties shall use good faith and reasonable

commercial efforts to informally resolve such dispute. Such efforts shall last for a period

of at least thirty (30) calendar days from the date that the notice of the dispute is first

delivered from one Party to the other Party. Any amounts that are owed by one Party to the

otherPartyasaresultof resolutionof adisputepursuanttothisArticle ll.l (Informal

Resolution of Disputes), shall be paid within two (2) Business Days of such resolution and

the payment shall include interest calculated at the Interest Index from the original due date

through the date of payment.

ll.2 Recourse to Agencies or Courts of Competent Jurisdiction

After the requirements of Article 11.1 (Informal Dispute Resolution) have been

satisfied, all unresolved disputes, except as noted below, between the Parties shall be

submitted to the appropriate authority. Nothing in this Agreement shall restrict the rights

of either Party to file a complaint with the FERC under relevant provisions of the Federal

Power Act ("FPA"), with the PaPUC under relevant provisions of the Applicable Legal

Authorities, with the Allegheny Court of Common Pleas or with the Western District of
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Pennsylvania Federal Court. The Party's agreement hereunder is without prejudice to any

Party's right to contest the jurisdiction of the agency or court listed above to which a

complaint is brought.

The Parties hereby acknowledge and agree that both Parties have negotiated and

entered into this Agreement freely and in good faith and that the terms of this Agreement

have not been affected in any way, either directly or indirectly, by (A) any fraud, duress,

unfaimess, or any inequity in the relative bargaining power of the Parties or (B) any

manipulation, unlawful activity, disruption, anomaly, dysfunction, or other adverse market

conditions of any type or description.

To the extentpermitted by law and absent agreement to the contrary, each Party, for

itself and its successors and assigns, hereby expressly and irrevocably waives its rights to

argue before any govemmental authority that any review, modification, or rescission of

this Agreement should be considered under any standard of review other than the "public

interest" standard set forth in United Gas Pipe Line Co. v. Mobile Gas Service Corp.,350

U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co., 350 U.S.

348 (1956), affirmed by Morgan Stanley Capital Group, Inc. v. Public Utility District No.

I of Snohomish County, Washington, et o1.,554 U.S. 527 (2008) (the "Mobile-Siena

Doctrine").

ARTICLE 12: RE GULATORY AUTHORIZATIONS AND
JURISDICTION

l2.l Compliance with Applicable Legal Authorities

The Company and the DS Supplier are subject to, and shall comply with, all

existing or future applicable federal, State and local laws, all existing or future

duly-promulgated orders or other duly-authorized actions of PJM or of Applicable Legal
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Authorities.

12.2 FERC Jurisdictional Matters

The inclusion herein of descriptions of procedures or processes utilized by PJM or

otherwise subject to the jurisdiction of FERC is intended solely for informational purposes.

If anything stated herein is found by the FERC to conflict with or be inconsistent with any

provision of the FPA, or any rule, regulation, order or determination of the FERC under the

FPA or if any existing procedures or processes utilized by PJM are duly modified, the

applicable FERC rule, regulation, order, determination or modification shall control. To

the extent required under any provision of the FPA, or any rule, regulation, order or

determination of the FERC under the FPA, the Company andlor the DS Supplier, if

applicable, shall use reasonable commercial efforts to secure, from time to time, all

appropriate orders, approvals and determinations from the FERC necessary to support this

Agreement.

12.3 Energy Efficiency, Conservation, and Retail Market Programs

DS Supplier acknowledges that DS Customers may participate in energy efficiency

and conservation programs offered by the Company (required by Applicable Legal

Authorities or otherwise offered by the Company whether voluntarily or not), by PJM, or

by other third parties and, for the avoidance of doubt, any programs offered or conducted

by the Company or other entities relating to or arising from the PaPUC's Investigation of

Pennsylvania's Retail Electricity Market, PaPUC Docket No. I-2011-2237952 (including

legislation enacted to address the Commission's Final Order in Docket No.

I-2011-2237952), and that such participation may reduce or change the amount of DS

Supply that DS Supplier is required to provide and the amount of monies it may receive
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under this Agreement. The Company shall have no obligation whatsoever to DS Supplier

with respect to the effect, if any, of such programs. DS Supplier is solely responsible for

determining the effect, if any, of such programs on future load requirements.

ARTICLE 13: LIMITATION OF REMEDIES, LIABILITY AND
DAMAGES

13.1 Limitations on Liability

Except as set forth in this Agreement, there is no warranty of merchantability or

fitness for a particular purpose, and any and all implied warranties are disclaimed. The

Parties confirm that the express remedies and measures of Damages provided in this

Agreement satisfy the essential purposes hereof. For breach of any provision for which an

express remedy or measure of Damages is provided, such express remedy or measure of

Damages shall be the sole and exclusive remedy, the obligor's liability shall be limited as

set forth in such provision and all other remedies or Damages at law or in equity are

waived. If no remedy or measure of Damages is expressly provided herein, the obligor's

liability shall be limited to direct actual Damages only, such direct actual Damages shall be

the sole and exclusive remedy, and all other remedies or Damages at law or in equity are

waived. Unless expressly herein provided, neither Party shall be liable for consequential,

incidental, punitive, exemplary or indirect Damages, lost profits or other business

interruption Damages, by statute, in tort or contract, under any indemnity provision or

otherwise. It is the intent of the Parties that the limitations herein imposed on remedies and

the measure of Damages be without regard to the cause or causes related thereto, including

the negligence or any Party, whether such negligence by sole, joint or concunent, or active

or passive. To the extent any Damages required to be paid hereunder are liquidated, the

Parties acknowledge that the Damages are difficult or impossible to determine, or
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otherwise obtaining an adequate remedy is inconvenient and the Damages calculated

hereunder constitute a reasonable approximation of the harm or loss.

13.2 Risk of Loss

Solely for purposes of determining risk of loss and for determining the indemnity

obligations under Article 14 of this Agreement, the Company shall be deemed to have

custody and control of the electric Energy delivered by the DS Supplier upon receipt

thereof into the Company's distribution system and until delivery thereof at the retail

electric meter of the Customer, and the DS Supplier shall be deemed to have custody and

control of the DS Supply at all times prior to receipt thereof by the Company. The Party

deemed to have custody and control of DS Supply shall be responsible for all loss or

damage to property or injury or death to persons arising in connection with such DS Supply

while in its custody and control and shall indemnifu the other Parties with respect to same

as set forth in Article 14 of this Asreement.

ARTICLE 14: INDEMNIFICATION

14.l Indemnification

(a) Should the Company become the defendant in, or obligor for, any third

party claims and/or liabilities for losses, penalties, expenses, damage to property, injury to

or death of any person including a Party's employees or any third parties, that were caused

by or occur in connection with an act or omission of the DS Supplier with respect to an

obligation arising under or in connection with this Agreement, or for which the DS

Supplier has otherwise assumed liability under the terms of this Agreement, the DS

Supplier shall defend (at the Company's option), indemnify and hold harmless the

Company, its shareholders, board members, directors, officers and employees, from and
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against any and all such third party claims and/or liabilities, and shall appoint counsel at

DS Supplier's expense, subject to the approval of Company, to defend any such claims or

liabilities, except to the extent that a court of competent jurisdiction determines that the

losses, penalties, expenses or damages were caused wholly or in part by the gross

negligence or willful misconduct of the Company. The Company may, at its own expense,

retain counsel and participate in the defense of any such suit or action.

(b) Should the DS Supplier (the "Indemnified DS Supplier") become the

defendant in, or obligor for, any third party claims and/or liabilities for losses, penalties,

expenses, damage to property, injury to or death of any person including a Party's

employees or any third parties, that were caused by or occur in connection with an act or

omission of the Company with respect to an obligation arising under or in connection with

this Agreement, or for which the Company has otherwise assumed liability under the terms

of this Agreement, the Company shall defend (at the option of the Indemnified DS

Supplier), indemnifu and hold harmless the Indemnifred DS Supplier, its shareholders,

board members, directors, officers and employees, from and against any and all such third

party claims and/or liabilities, except to the extent that a court of competent jurisdiction

determines that the losses, penalties, expenses or damages were caused wholly or in part by

the gross negligence or willful misconduct of the Indemnified DS Supplier. The

Indemnified DS Supplier may, at its own expense, retain counsel and participate in the

defense of any such suit or action.

(c) If either Party intends to seek indemnification under Article 14.1(a) or

14.1(b), as applicable, from the other Party, the Party seeking indemnification shall give

the other Party notice of such claim within ninety (90) days of the later of the
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commencement of, or the Party's actual knowledge of, such claim or action. Such notice

shall describe the claim in reasonable detail and shall indicate the amount, estimated if

necessary, of the claim that has been, or may be, sustained by said Party. To the extent that

the other Party will have been actually and materially prejudiced as a result of the failure to

provide such notice, such notice will be a condition precedent to any liability of the other

Party under the provisions for indemnification contained in this Agreement. Neither Party

may settle or compromise any claim without the prior consent of the other Party; provided,

however, said consent shall not be unreasonably withheld, conditioned or delayed.

14.2 SurvivesAgreement

The obligation of a Party to defend, indemnify, and hold harmless another Party

under this Article shall survive termination of this Agreement and shall not be limited in

any way by any limitation on the amount or type of damages, compensation or benefits

payable by or for either Party under any statutory scheme, including any Worker's

Compensation Acts, Disability Benefit Acts or other Employee Benefit Acts.

ARTICLE 15: FORCE MAJEURE

15.1 Force Majeure

Notwithstanding anything in this Agreement to the contrary, the Parties shall be

excused from performing their respective obligations under this Agreement (other than the

obligation to make payments with respect to perfornance prior to the event of Force

Majeure) and shall not be liable for damages or otherwise due to their failure to perform,

during any period that one Party is unable to perform due to an event of Force Majeure,

provided that the Party declaring an event of Force Majeure shall: (i) act expeditiously to

resume performance; (ii) exercise all commercially reasonable efforts to mitigate or limit
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damages to the other Party; and (iii) fulfill the requirements set forth in Article 15.2

(Notification).

15.2 Notification

A Party unable to perform under this Agreement due to an event of Force Majeure

shall: (i) provide prompt written notice of such event of Force Majeure to the other Party,

which shall include an estimate of the expected duration of the Party's inability to perform

due to the event of Force Majeure; and (ii) provide prompt notice to the other Party when

performance resumes.

ARTICLE16: MISCELLANEOUSPROVISIONS

16.1 Notices

Unless otherwise stated herein, all notices, demands or requests required or

permitted under this Agreement shall be in writing and shall be personally delivered or sent

by overnight express mail or courier service. Notice may also be provided via e-mail or

facsimile transmission (with the original transmitted by any of the other delivery methods

specified in the previous sentence) addressed per the notification information for the DS

Supplier and Company as set forth in Exhibit 2hereto.

Such notices, demands or requests shall also be provided to such other person at

such other address as a Party may designate by like notice to the other Party. Notice

received after the close of the Business Dav shall be deemed received on the next Business

Day.

16.2 No Prejudice of Rights

The failure of a Party to insist on any one or more instances upon strict perforrnance

of any provisions of this Agreement, or to take advantage of any of its rights hereunder,
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shall not be construed as a waiver of any such provisions or the relinquishment of any such

right or any other right hereunder, which shall remain in full force and effect. No term or

condition of this Agreement shall be deemed to have been waived and no breach excused

unless such waiver or consent to excuse is in writing and signed by the Party claimed to

have waived or consented to excuse.

16.3 Effect of Reeulatorr 0
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or otherwise associd
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164 Assignment

Parties shall not assign any of their rights or obligations under this Agreement

without obtaining the prior written consent of the non-assigning Party, which consent shall

not be unreasonably withheld. No assignment of this Agreement shall relieve the assigning

Party of any of its obligations under this Agreement until such obligations have been

assumed by the assignee and all necessary consents have been obtained. Any assignment

in violation of this Section +erc-4 shall be void; provided, however, the Company may

assign any or all of its rights and obligations under this Agreement notwithstanding

anything contained herein to the contrary, without the DS Supplier's consent, to any entity

succeeding to all or substantially all of the assets of the Company, or to a third oartv in

accorAance wittr Se if such assignee agrees, in writing, to be bound by all of

the terms and conditions hereof and all necessary regulatory approvals are obtained. The

DS Supplier may, with prior written notice to the Company but without obtaining the

approval of the Company, assign the accounts, revenues or proceeds under this Agreement

to a third party. The Company agrees that, following receipt of such notice of the

assignment of accounts, revenues or proceeds and such other documentation that the

Company may reasonably request, the Company will pay amounts becoming due to the

assigning DS Supplier under this Agreement directly to the designated assignee; provided,

however, that nothing herein shall enlarge or expand the rights of such designated assignee

beyond the rights granted to the DS Supplier, and the right of such designated assignee to

receive payments shall be subject to all defenses, offsets and claims of the Company
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arising under this Agreement.

+64J5-;l Governing Law and Venue

To the extent not subject to the jurisdiction of the FERC, questions including those

concerning the formation, validity, interpretation, execution, amendment, termination and

construction of this Agreement shall be governed by the laws of the Commonwealth of

Pennsylvania, without regard to principles of conflicts of law. Except for matters

jurisdictional to FERC, the PUC or the appellate courts having jurisdiction over the PUC or

FERC matters, all disputes hereunder shall be resolved in the Pennsylvania State court or

Federal court of competent jurisdiction and within reasonably close proximity to the

Company. Each Party hereby waives its respective rights to any jury trial with respect to

any litigation arising under or in connection with this Agreement.

1#16.6 Regulatory Approvals

DS Supplier agrees to cooperate, to the fullest extent necessary, to obtain any and

all required State, Federal or other regulatory approvals of the Agreement and/or

Transaction Confirmations hereunder. The commencement of the Delivery Period and the

obligations hereto are subject to (i) the receipt or waiver by Company of all Company

required regulatory approvals, (ii) the receipt or waiver by DS Supplier of all DS Supplier

required regulatory approvals, and (iii) Pennsylvania PUC approval.

+ffiW Headings

The headings and subheadings contained in this Agreement are used solely for

convenience and do not constitute a part of the Agreement between the Parties hereto, nor

should they be used to aid in any manner in the construction of this Agreement.
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+#MA Third Party Beneficiaries

This Agreement is intended solely for the benefit of the Parties hereto and nothing

in this Agreement shall be construed to create any duty or standard of care with reference

to, or any liability to, any person not a Party to this Agreement.

16816J General Miscellaneous Provisions

(a) This Agreement shall not be interpreted or construed to create an

association, joint venture, or partnership between the Parties, or to impose any partnership

obligation or liability upon any Party. No Party shall have any right, power, or authority to

enter into any agreement or undertaking for, or on behalf of, or to act as or be an agent or

representative of, or to otherwise bind, any other Party.

(b) Cancellation, expiration or Early Termination of this Agreement shall not

relieve the Parties of obligations that by their nature survive such cancellation, expiration

or termination, including warranties, remedies, promises of indemnity and confidentiality.

(c) Should any provision of this Agreement be held invalid or unenforceable,

such provision shall be invalid or unenforceable only to the extent of such invalidity or

unenforceability without invalidating or rendering unenforceable any other provision

hereof unless it materially changes the agreement of the Parties; provided that in such event

the Parties shall use commercially reasonable efforts to amend this Agreement or any

Transaction in order to give effect to the original intention of the Parties.

(d) Each of the Parties acknowledges that it has read this Agreement,

understands it, and agrees to be bound by its terms. This Agreement is intended by the

Parties as a final expression of their agreement. The Parties further agree that this

Agreement is the complete and exclusive statement of agreement and supersedes all
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proposals (oral or written), understandings, representations, conditions, warranties,

covenants and all other communications between the Parties relating thereto. This

Agreement shall be considered for all purposes as prepared through the joint efforts of the

Parties and shall not be construed against one Party or the other as a result of the

preparation, substitution, submission or other event of negotiation, drafting or execution

hereof. Each Party fuither agrees that it will not assert, or defend itself, on the basis that

any applicable tariff is inconsistent with this Agreement or any Transaction.

f69ffJlq Taxes

As between the Parties: (i) the DS Supplier is responsible for the payment of all

taxes imposed by all present and future federal, state, municipal or other taxes imposed by

any taxing authority on the wholesale sales of DS Supply under this Agreement; and (ii) the

Company is responsible for the payment of all taxes imposed by all present and future

federal, state, municipal or other taxes imposed by any taxing authority on retail sales of

DS Supply under this Agreement. Should the DS Supplier be required to remit any

Pennsylvania State Sales and Use Taxes directly to the applicable taxing authority, other

than taxes previously collected by the DS Supplier on behalf of the Company, the

Company will defend and indemniff the DS Supplier for such Sales and Use Taxes and

will pay to the DS Supplier all such tax amounts upon demand. If any Transaction is

exempt from the payment of any such taxes, the affected DS Supplier will, if requested,

provide the Company with valid tax exemption certificates. Should the Company be

required to remit any such taxes directly to any applicable taxing authority, other than taxes

previously collected by the Company directly from the DS Supplier, the DS Supplier will

defend and indemnify the Company and will pay to the Company all such tax amounts
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upon demand.

ff'$16-U Audit

Each Party has the right on at least three (3) Business Days prior written notice, at

its sole expense and during normal working hours, to examine the records of the other

Party to the extent reasonably necessary to verify the accuracy of any statement, charge or

computation made pursuant to this Agreement. If any such examination reveals any

inaccuracy in any statement, the necessary adjustments in such statement and the payments

thereof will be made in accordance with Anicle 9 (Billing and Payment) and 9.1(i) (Interest

on Unpaid Balances) of this Agreement.

+6-I4I6.n Rules of Interpretation

The following principles shall be observed in the interpretation and construction of

this Agreement:

(a) Unless otherwise stated, the terms "include" and "including" when used in

this Agreement shall be interpreted to mean by way of example only and

shall not be considered limiting in any way;

All titles and headings used herein are for convenience and reference

purposes only, do not constitute a part of this Agreement and shall be

ignored in construing or interpreting the obligations of the parties under this

Agreement;

References to the singular include the plural and vice versa;

(b)

(c)
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References to Articles, Sections, Clauses and the Preamble are, unless the

context indicates otherwise, references to Articles, Sections, Clauses and

the Preamble of this Agreement;

In carrying out its rights, obligations and duties under this Agreement, each

Party shall have an obligation of good faith and fair dealing; and

If any payment due under this Agreement would be, by operation of the

terms and conditions of any provision hereof, due and payable on a day

other than a Business Day, such payment shall be made on the next

following Business Day.

(e)

+6rEL!I6-IJ-- Confidentiatity

(a) Each Party shall hold in confidence and not release or disclose any document

or information fumished by the other Party in connection with this Agreement, unless: (i)

compelled to disclose such document or information by judicial, regulatory or

administrative process or other provisions of law; (ii) such document or information is

generally available to the public; (iii) such document or information was available to the

receiving Party on a non-confidential basis; (iv) such document or information was

available to the receiving Party on a non-confidential basis from a third-party, provided

that the receiving Party does not know, and, by reasonable effort, could not know that such

third-party is prohibited from transmitting the document or information to the receiving

Party by a contractual, legal or fiduciary obligation; or (v) such disclosure is made to PJM

or PaPUC and is necessary in order for the Transactions contemplated by this Agreement

to be consummated or to otherwise comply with the provisions of this Agreement.

(f)
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(b) Notwithstanding any other provision of this Section 16.12, a Party may

disclose to its employees, representatives and agents all documents and information

furnished by the other Party in connection with this Agreement, provided that such

employees, representatives and agents have been advised of the confidentiality provisions

of this Section 16.12, and fuither provided that in no event shall a document or information

be disclosed in violation of the standard of conduct requirements established by FERC.

(c) A Party receiving notice or otherwise concluding that any confidential

document or information furnished by the other Party in connection with this Agreement is

being sought under any provision of law, to the extent it is permitted to do so under any

applicable law, shall: (i) promptly notify the other Party; and (ii) use reasonable efforts in

cooperation with the other Party to seek confidential treatment of such conf,rdential

information.

(d) The Parties agree that monetary damages may be inadequate to compensate

a Party for the other Party's breach of its obligations under this Section 16.12. Each Party

accordingly agrees that the other Party shall be entitled to equitable relief, by way of

injunction or otherwise, if the receiving Party breaches or threatens to breach its

obligations under this Article l6.l2,which equitable relief shall be granted without bond or

proof of damages, and the receiving Party shall not plead in defense that there would be an

adequate remedy at law.

+#I6-M FederalAcquisitionRegulation

If any of the following clauses prescribed by the Federal Acquisition Regulation

("FAR"), 48 Code of Federal Regulations Chapter l, should be deemed to apply to this

Agreement, the DS Supplier shall comply with the requirements of such clause(s), and
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shall include the terms or substance of such clause(s) in its subcontracts, as and to the

extent required by the FAR:

1) Clean Air and Water: $ 52.223-2;

2) Contract Work Hours and Safety Standards Act-Overtime Compensation:

$ 52.222-4;

3) Equal Opportunity: $ 52.222-26;

4) Affirmative Action for and Employment Reports on Special Disabled and

Vietnam Era Veterans: $ 52.222-35 and $ 52.222-37;

5) Affirmative Action for Handicapped Workers: $ 52.222-36; and

6) Utilization of Small Business Concerns and Small Disadvantaged Business

Concerns and Small Business and Small Disadvantaged Business

Subcontracting Plan: $ 52.219-8 and $ 52-219-9.

In case of a conflict between the provisions of the FAR and the balance of this

Agreement, the requirements of the FAR shall prevail.

+6J4lGl5 Binding Terms

This Agreement and the rates, terms and conditions herein shall remain in effect for

the entire term hereof and each Party agrees not to seek any change to such rates, terms and

conditions pursuant to the FPA, if the FPA is deemed to have jurisdiction over this

Agreement, including on the grounds that they are not just and reasonable.

+6.*516.16 Amendment

This Agreement, including the appendices hereto, cannot be amended without the

written agreement of all Parties prior to such amendment becoming effective. Except as

provided in Appendix C, the rates, terms and conditions contained in this Agreement are
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not subject to change under Sections 205 or 206 of the Federal Power Act absent the

mutual written agreement of the Parties. To the extent permitted by law and absent

agreement to the contrary, each Party, for itself and its successors and assigns, hereby

expressly and irrevocably waives its rights to argue before any governmental authority that

any review, modification, or rescission of this Agreement should be considered under any

standard of review other than the "public interest" standard set forth in United Gas Pipe

Line Co. v. Mobile Gas Service Corp., 350 U.S. 332 (1956) and Federal Power

Commission v. Sieta Pacific Power Co., 350 U.S. 348 (1956), affirmed by Morgan

Stanley Capital Group, Inc. v. Public Utility District No. I of Snohomish County,

Washington, et a|.,554 U.S. 527 (2008) (the "Mobile-Sierra Doctrine").

+ffiW Counterparts

This Agreement may be executed in counterparts, each of which will be considered

an original, but all of which shall constitute one instrument.

+6+7W Successors

This Agreement and all of the provisions hereof are binding upon, and inure to the

benefit of, the Parties and their respective successors and permitted assigns.
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed

by their duly authorized representatives as of the date first set forth above.

ATTEST: DUQUESNE LIGHT COMPAIYY

By:
Name: C. James Davis, Jr.
Title: Director, Rates and Energy Procurement
& Federal/RTO Affairs

ATTEST: UNSERTI

Title:

Title:

By:

Name:

Title:
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APPENDIX A. MAXIMUM UNSECURED CREDIT

Credit Rating Matrix Tables for EDC's

EDC: Duquesne Lisht Company

Credit Rating of the DS Supplier

Exhibit JP-3

Maximum Credit Limit (calculated as the lesser
of the percentage of TNW or the Credit Limit
Cap below)

Percentage ofFitchS&P

A- and above

BBB +
BBB
BBB-
BB+
BB
BB-
Below BB-

Moody's

,A.3 and above

Baal
Baa2
Baa3
Bal
Ba2
Ba3
Below Ba3

TNW
A- and above 16%

r0%
7%
3%
0%
DYo

0%
Below BB- 0%

Credit Limit Cap

$60,000,000

s40,000,000
$30,000,000
$20,000,000
$0

$0

$0

$0

BBB +
BBB
BBB-
BB+
BB
BB-

Credit Rating Determination Methodology

The DS Supplier or it Guarantor must have a minimum senior unsecured debt rating (or, if

unavailable, corporate issuer rating) equal to the Minimum Rating. If the DS Supplier or

its Guarantor is rated by three rating agencies, and the ratings are split, the lowest rating

will be used. Minimum Rating - The lowest credit rating for a DS Supplier, as set forth in

this Appendix A, that can obtain unsecured credit.
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APPENDIX B _ METHODOLOGY FOR CALCULATION OF MARK
TO MARr(ET (MTM) EXPOSURE

Parameters

In calculating the MtM Exposure for each Transaction, the following parameters are set on

the Transaction Date:

1. On-Peak Initial Mark Price

2. Off-Peak Initial Mark Price

3. MW-Measure

4. On-Peak Estimated Energy Quantity Per MW-Measure for each of the twelve

calendar months

5. Off-Peak Estimated Energy Quantity Per MW-Measure for each of the twelve

calendar months

6. Number of awarded Bid Blocks

In calculating the MtM Exposure for each Transaction, the following parameters are set

each Business Day subsequent to the Transaction Date:

1) On-Peak Forward Price

2) Off-Peak Forward Price

3) Current Capacity PLC Per Bid Block

4) On-Peak Estimated Energy Quantity

5) Off-Peak Estimated Energy Quantity
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Determination of On-Peak Forward Prices

On each Business Day subsequent to the Transaction date, Buyer or Broker will

contact four Reference Market-Makers to obtain bid and ask Energy price quotes for AEP

Dayton Hub On-Peak Hours for each month ofthe Delivery Period. For Buyer to include a

monthly On-Peak Forward Price quote from a Reference Market-Maker, both bid and ask

prices must be available. For any month for which there are no single month quotes, but for

which there are two month, quarterly, or l2 month quotes available ("Aggregate Quotes"),

Buyer shall disaggregate the Aggregate Quote into monthly components in the following

manner. The most recently available single month quotes for the same calendar months

contained in the Aggregate Quote shall be averaged. The percentage by which each single

month price differs from average of the single month prices for the same time period of the

Aggregate Quote will be applied to the Aggregate Quote to establish monthly prices for the

like month of the Aggregate Quote, such that the average will be Aggregate Quote. In the

event that quotes for one or more months of a multi-month block and for the entire

multi-month block in aggregate are both available, but are inconsistent with each other,

Buyer will use the one that is most consistent with other available quotes.

Quotes from the Reference Market-Makers will be examined to identify quotes that are out

of line and potentially invalid or are in obvious error. Reference Market-Makers will be

asked to either correct or verify data that is anomalous and/or inconsistent with that

provided by other sources or is in obvious error. If the data cannot be verified in time for

the daily mark, the anomalous data will be discarded.

To the extent that On-Peak Forward Price quotes are not available for a given month on a

given Business Day, either as single month price quotes or as an Aggregate Quote, Buyer

shall establish the On-Peak Forward Price for that month using a methodology that utilizes

the best information available to Buyer at that time. For example, the On-Peak Forward

Price for the given month may be updated based on the changes in On-Peak Forward Price
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quotes for different months provided by Reference Market-Makers between the

Business Day and the current Business Day

Determinqtion of Off-Peak Forward Prices

On each Business Day subsequent to the Transaction date, Buyer or Broker will

contact four Reference Market-Makers to obtain bid and ask Energy price quotes for AEP

Dayton Hub Off-Peak Hours for each month of the Delivery Period. For Buyer to include

a monthly Off-Peak Forward Price quote from a Reference Market-Maker, both bid and

ask prices must be available. For any month for which there are no single month quotes,

but for which there are two month, quarterly, or 12 month quotes available ("Aggregate

Quotes"), Buyer shall disaggregate the Aggregate Quote into monthly components in the

following manner. The most recently available single month quotes for the same calendar

months contained in the Aggregate Quote shall be averaged. The percentage by which

each single month price differs from the average of the single month prices for the same

time period of the Aggregate Quote will be applied to the Aggregate Quote to establish

monthly prices for the like month of the Aggregate Quote, such that the average will be

Aggregate Quote. In the event that quotes for one or more months of a multi-month block

and for the entire multi-month block in aggregate are both available, but are inconsistent

with each other, Buyer will use the one that is most consistent with other available quotes.

Quotes from the Reference Market-Makers will be examined to identiff quotes that are out

of line and potentially invalid or are in obvious error. Reference Market-Makers will be

asked to either correct or verify data that is anomalous and/or inconsistent with that

provided by other sources or is in obvious error. If the data cannot be verified in time for

the daily mark, the anomalous data will be discarded.

To the extent that Off-Peak Forward Price quotes are not available for a given month on a

given Business Day, either as single month price quotes or as an Aggregate Quote, Buyer

shall establish the Off-Peak Forward Price for that month using a methodology that utilizes

pnor

4



Exhibit JP-3

the best information available to Buyer atthat time. For example, the Off-Peak Forward

Price for the given month may be updated based on the changes in Off-Peak Forward Price

quotes for different months provided by Reference Market-Makers between the prior

Business Day and the current Business Day.

Example of Disaggregating Aggregate Quotes

The following is an example ofthe process to be used for disaggregating Aggregate

Quotes:

a. Aggregate Quote only available for January - March: $60/MWh.

b. Immediate Prior Calendar year quotes for January, February, and March

as follows:

January: $42lMWh

February: $45A4Wh

March: S40/MWh

c. Calculations as follows:

1. Calculate Average price in (b): $42.33lMWh

2. Calculate monthly deviation from Average:

January: 99.2% ($42 I $42.33)

February: 106.3% ($451542.33)

March: 94.5% ($40/$42.33)

3. Disaggregate the Aggregate Quote by applying percentages from

c.(2) to the available aggregate quote:

January: $59.53 ($60 x 99.2%)

February: $63.78 ($60 x 106.3%)

March: $56.69 ($60 x 94.5%)
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Mark-To-Market Example

Dry on which MtM is Cdculatcd: lve 24,20ll
: 500MW(m)

nt Crprcity PLC Pcr Bid Block: 40 0 Mw (n)

nt ofOn-Pcrk Houn Rcmeining in Curcnt Month: 182% (o)

rcGnt of OlfPcrk Houn Rcmrinins in Curent Month: 21

ry Infomrtion lrom r Tnnsrcaion Confimeaion:
Period June l, 201 I - May 31, 2012

Blcks 3 (i)

Energy Quntity Pcr lvflv-Mc.sue
On-Pcak Off-Pcak
MWh (k) MWh (r)

I lE00 E300

13000 9100

9100 6400

7200 5000

8800 62co

12900 9000

15200 10600

16000 11200

9500 67c0

8300 5800

9800 6900

Erpo!urc Cdcuhtion
rb

On-Pcak Off-Pcak
Inhial Ma* Pricc Innial Mark Pricc

h{*ry'm*J*p dc+gfiFh)
Off-Pcak
Estimtcd MrM

Ener$/ Qunuty Exp6uc
MWh

4,6 $ lrJ93
25,44 { 1t6,088

26,E80 $ 74,726

16p80 s 54,854

l3g0 $ 78,s47

16,560 $ 105,69t

18240 $ 60,8E1

19,920 $ t61,923

21,E,1,0 S 138,559

15360 $ 7'7,825

12,000 $ 66,998

YtvIWh
Ju-l I 57 M
Juf-l I 72al

Aug-l I 7281

ScFl I 45 56

Octsl I 43 23

N@-l I 43 23

D€c-l I 43 2l
Jrn-12 50 ?3

Fcb-12 50 73

Mar-12 45 23

Apr-12 45 21

May-12 47 6

On-Peak

Fwrrd Pricc

$a4wh
5E 48

75 26

74 2A

41 3l
6@
46 40

44 E6

54 45

53 6l
41 64

48 0l
4906

o

Off-Pcak
FlNdd Pncc

$/MWh
28 65

32 16

349l
25 08

24 89

27 38

27 36

4t 39

4t 29

32 39

27 36

26co

e=-a

Changc In
On-Pcak Price

s/Mwh
144
245
| 4'l
175

286
3t7

372

288
241
278
2@

fd-b

Change In
OII-Pcrk Pricc

yMwh
070
t05
068
093

155

188
100
2U
223
t&
158

106

g=k'n/m*1*o

On-Pcrk
Estimtcd

Encrgy Quntrty
MWh

36,480

3E,'100

22,E00

19,920

23,520

26,t60
28,320

31200
2r,u0
17280

2r,t20 14,880 $ 58,013

yMwh
27

3l 3l
34 23

24 t5
23 14

25 50

3E 55

39 06

30 75

25 78

24 94

$ 1,005,499
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CALCULATION OF MTM E
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APPENDIX C - DS SUPPLY SPECIFICATIONS

The following DS Supply specifications will be specified in Transaction Confirmations to

this SMA.

Product:

Full Requirements Service, meaning all of the following necessary services or products

that are required to supply the DS Responsibility Share for the DS Customers associated

with the Transaction Confirmation, including:

Energy, Capacity, transmission, Ancillary Services, Alternative Energy Credits for

compliance with the AEPS Act, transmission and distribution system losses, congestion

management costs, and such other products and services that are required except for

distribution service.

Appendix D - describes Company and DS Supplier Responsibilities for PJM Billing

Statement Line Item Credits and Charses associated with the Product.

Appendix E - further describes DS Supplier responsibilities for compliance with the AEPS

Act in the product specification.

DS Customer Group:

Each Transaction Confirmation shall be associated with DS Supply to one ofthe following

DS Customer catesories as defined in the DS Tariff:
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Residential & Lighting;

Small Commercial and Industrial (annual peak demands less than 25kW);

Medium Commercial and Industrial (annual peak demands greater than or equal to 25kW

and less than 300kW);

Large Commercial and Industrial (annual peak demands greater than 300kW)

Service Type:

Residential & Lighting : RA, RS, RH, AL, SE, SM, SH, PAL

Small Commercial and Industrial : GS, GM < 25 kW, GMH < 25 kW, MTSruMS, UMS

Medium Commercial and Industrial : GM > 25 kW, GMH > 25 kW

Large Commercial and Industrial : GL, GLH, L, HVPS

Delivery Point:

Duquesne nesiauat aegregate Zone in PJM

Delivery Period:

Will be specified in Transaction Confirmations to this SMA.

Number of Tranches and Percentage for Each Tranche:

Will be specified in Transaction Confirmations to this SMA.

DS Supplier Responsibility Share:

Fixed percentage share of DS Load for DS Customer Group associated with Transaction

Confirmation. Typically, number of tranches won x Tranches Percentage for the DS

Customer Group. Will be specified in Transaction Confirmations to this SMA.

Seasonal Billing Factor:

None used.

9
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APPENDIX D _ RESPONSIBILITIES FOR PJM BILLING LINE
ITEMS AS DEFINED IN APPLICABLE PJM AGREEMENT OR
MANUAL

Responsible Party

ID# PJM Billing Statement Line Items EDC DS Supplier

ID# CHARGES

1000 Amount Due for Interest on Past Charses DS Supplier

I 100 Network Integration Transmission Service EDC

I101 Network Integration Transmission Service
(ATSI Low Voltage)

EDC

tt02 Network Integration Transmission Service
(exempt)

EDC

l 104 Network lntegration Transmission Service
Offset

EDC

l 108 Transmission Enhancement EDC

I 109 MTEP Project Cost Recovery DS Supplier

lll0 Direct Assisnment Facilities DS Supplier

rt20 Other Supporting Facilities DS Supplier

l 130 Firm Point-to-Point Transmission Service DS Supplier

l 133 Firm Point-to-Point Transmission Service Resale
Charge

DS Supplier

I 135 Neptune Voluntary Released Transmission
Service (Firm)

DS Supplier

I 136 Hudson Voluntary Released Transmission
Service (Firm)

DS Supplier
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I 138 Linden Voluntary Released Transmission
Service (Firm)

DS Supplier

l 140 Non-Firm Point-to-Point Transmission Service DS Supplier

rt43 Non-Firm Point-to-Point Transmission Servrce
Resale Charge

DS Supplier

1145 Neptune Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

rt46 Neptune Default Released Transmission Service
(Non-Firm)

DS Supplier

ll47
Neptune Unscheduled Usaee Billine Allocation

DS Supplier

l 155 Linden Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

I 156 Linden Default Released Transmission Service
(Non-Firm)

DS Supplier

tt57
Linden Unscheduled Usase Billine Allocation

DS Supplier

I 165 Hudson Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

tt66 Hudson Default Released Transmission Service
(Non-Firm)

DS Supplier

t167

Hudson Unscheduled Usaee Billine Allocation
DS Supplier

1200 Day-ahead Spot Market Energy DS Supplier

t205 Balancing Spot Market Energy DS Supplier

12l0 Day-ahead Transmission Congestion DS Supplier

Izt5 Balancing Transmission Congestion DS Supplier

Izt8 Planning Period Congestion Uplift DS Supplier

t220 Day-ahead Transmission Losses DS Supplier

1225 Balancing Transmission Losses DS Supplier

1230 lnadvertent Interchange DS Supplier

1240 Day-ahead Economic Load Response DS Supplier

1241 Real-time Economic Load Response DS Supplier

r242 Day-ahead Load Response Charge Allocation DS Supplier
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1243 Real-time Load Response Charge Allocation DS Supplier

1245 Emergency Load Response DS Supplier

1250 Meter Error Correction DS Supplier

r260 Emergency Energy DS Supplier

1301 PJM Scheduling, System Control and Dispatch
Service - Control Area Administration

DS Supplier

1302 PJM Scheduling, System Control and Dispatch
Service - FTR Administration

DS Supplier

1303 PJM Scheduling, System Control and Dispatch
Service -Market Support

DS Supplier

1304 PJM Scheduling, System Control and Dispatch
Service - Regulation Market Administration

DS Supplier

1305 PJM Scheduling, System Control and Dispatch
Service - Capacity Resource/Obligation Mgmt.

DS Supplier

1306 PJM Scheduling, System Control and Dispatch
Service - Advanced Second Control Center

DS Supplier

1307 PJM Scheduling, System Control and Dispatch
Service - Market Support Offset

DS Supplier

1308 PJM Scheduling, System Control and Dispatch
Service Refund - Control Area Administration

DS Supplier

1309 PJM Scheduling, System Control and Dispatch
Service Refund - FTR Administration

DS Supplier

l3 l0 PJM Scheduling, System Control and Dispatch
Service Refund - Market Support

DS Supplier

l3l1 PJM Scheduling, System Control and Dispatch
Service Refund -Regulation Market
Administration

DS Supplier

t3t2 PJM Scheduling, System Control and Dispatch
S ervice Refund - Capac ity Resource/Obl i gation
Msmt.

DS Supplier

t3 l3 PJM Settlement- Inc. DS Supplier

t3t4 Market Monitoring Unit (MMU) Funding DS Supplier

1315 FERC Annual Charge Recovery DS Supplier

l3 l6 Organization of PJM States, Inc. (OPS| Funding DS Supplier

t3l7 North American Electric Reliabil ity Corporation
(NERC)

DS Supplier

l3l8 Reliability First Corporation (RFC) DS Supplier
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r320 Transmission Owner Scheduling, System
Control and Dispatch Service

DS Supplier

r 330 Reactive Supply and Voltage Control from
Generation and Other Sources Service

DS Supplier

1340 Regulation and Frequency Response Service DS Supplier

1350 Energy Imbalance Service DS Supplier

I 360 Synchronized Reserve DS Supplier

1362 Non-Synchronized Reserve DS Supplier

1365 Dav-ahead Schedulins Reserve DS Supplier

1370 Day-ahead Operating Reserve DS Supplier

137 | Day-ahead Operating Reserve for Load
Response

DS Supplier

1375 Balancing Operating Reserve DS Supplier

1376 Balancing Operating Reserve for Load Response DS Supplier

1377 Synchronous Condensing DS Supplier

1378 Reactive Services DS Supplier

1380 Black Start Service DS Supplier

1400 Load Reconciliation for Spot Market Energy DS Supplier

1410 Load Reconciliation for Transmission
Congestion

DS Supplier

t420 Load Reconciliation for Transmission Losses DS Supplier

1430 Load Reconciliation for Inadvertent Interchange DS Supplier

1440 Load Reconciliation for PJM Scheduling,
System Control and Dispatch Service

DS Supplier

1441 Load Reconciliation for PJM Scheduling,
System Control and Dispatch Service Refund

DS Supplier

1442 Load Reconciliation for Schedule 9-6 -
Advanced Second Control Center

DS Supplier

t444 Load Reconciliation for Market Monitorins Unit
Funding

DS Supplier

1445 Load Reconciliation for FERC Annual Charee
Recovery

DS Supplier
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1446 Load Reconciliation for Organization of PJM
States, Inc. (OPSf Funding

DS Supplier

1447 Load Reconcil iation for North American Electric
Reliability Corporation (NERC)

DS Supplier

1448 Load Reconciliation for Reliabilitv First
Corporation (RFC)

DS Supplier

t450 Load Reconciliation for Transmission Owner
Scheduling, System Control and Dispatch
Service

DS Supplier

t460 Load Reconciliation for Regulation and
Frequency Response Service

DS Supplier

1470 Load Reconciliation for Svnchronized Reserve DS Supplier

t472 Load Reconciliation for Non-Synchronized
Reserve

DS Supplier

t475 DASR Load Reconciliation DS Supplier

t478 Load Reconciliation for Operating Reserve DS Supplier

1480 Load Reconciliation for Synchronous
Condensing

DS Supplier

1490 Load Reconciliation for Reactive Services DS Supplier

1500 Financial Transmission Riehts Auction DS Supplier

r600 RPM Auction DS Supplier

1610 Locational Reliability DS Supplier

r 650 Non-Unit Specifi c Capacity Transaction DS Supplier

1660 Demand Resource and ILR Compliance Penalty DS Supplier

l66l Capacity Resource Defi ciency DS Supplier

r662 Generation Resource Ratins Test Failure DS Supplier

1663 Qualifoing Transmission Upgrade Compliance
Penalty

DS Supplier

r664 Peak Season Maintenance Compliance Penalty DS Supplier

t66s Peak-Hour Period AvailabiliW DS Supplier

r666 Load Manasement Test Failure DS Supplier
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1670 FRR LSE Reliability DS Supplier

1680 FRR LSE Demand Resource And Ilr
Compliance Penalty

DS Supplier

l68l FRR LSE Capacity Resource Deficiency DS Supplier

r682 FRR LSE Generation Resource Ratins Test
Failure

DS Supplier

l 683 FRR LSE Qualif ing Transmission Upgrade
Compliance Penalty

DS Supplier

l 684 FRR LSE Peak Season Maintenance Compliance
Penalty

DS Supplier

168s FRR LSE Peak-Hour Period Availabiliw DS Supplier

1686 FRR LSE Load Management Test Failure DS Supplier

r687 FRR LSE Schedule 9-5 DS Supplier

l 688 FRR LSE Schedule 9-6 DS Supplier

l7l0 PJMA{ISO Seams Elimination Cost Assisnment DS Supplier

l7t2 Intra-PJM Seams Elimination Cost Assisxment DS Supplier

1720 RTO Staft-up Cost Recovery DS Supplier

r730 Expansion Cost Recovery EDC

1900 Unscheduled Transmission Service DS Supplier

1910 Ramapo Phase Angle Regulators DS Supplier

l9l I Michigan - Ontario Interface Phase Angle
Regulators

DS Supplier

r920 Station Power DS Supplier

1930 Generation Deactivation EDC

1932 Generation Deactivation Refund EDC

l9s0 Virginia Retail Administrative Fee DS Supplier

t952 Defened Tax Adjustment EDC

1955 Deferral Recovery DS Supplier
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1980 Miscellaneous Bilateral DS Supplier

199s PJM Annual Membership Fee DS Supplier

1999 PJM Customer Payment Default DS Supplier

ID# CREDITS

2100 Network Intesration Transmission Service EDC

2t0l Network Integration Transmission Service
(ATSI Low Voltage)

EDC

2r02 Network Integration Transmission Service
(exempt)

EDC

2104 Network Integration Transmission Service
Offset

EDC

2t06 Non-Zone Network Intesration Transmission
Service

EDC

2108 Transmission Enhancement EDC

2109 MTEP Project Cost Recovery DS Supplier

2tt0 Direct Assignment Facilities DS Supplier

2120 Other Supporting Facilities DS Supplier

2130 Firm Point-to-Point Transmission Service DS Supplier

2132 Internal Firm Point-to-Point Transmission
Service

DS Supplier

2133 Firm Point-to-Point Transmission Service Resale
Credit

DS Supplier

2135 Neptune Voluntary Released Transmission
Service Girm)

DS Supplier

2136 Hudson Voluntary Released Transmission
Service Girm)

DS Supplier

2138 Linden Voluntary Released Transmission
Service Girm)

DS Supplier

2t40 Non-Firm Point-to-Point Transmission Service DS Supplier

2142 Internal Non-Firm Point-to-Point Transmission
Service

DS Supplier

2r43 Non-Firm Point-to-Point Transmission Service
Resale Credit

DS Supplier

2145 Neptune Voluntary Released Transmission
Service (Non-Firm)

DS Supplier
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2t46 Neptune Default Released Transmission Servrce
(Non-Firm)

DS Supplier

2155 Linden Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

2156 Linden Default Released Transmission Service
(Non-Firm)

DS Supplier

2165 Hudson Voluntary Released Transmission
Service (Non-Firm)

DS Supplier

2166 Hudson Default Released Transmission Service
(Non-Firm)

DS Supplier

22r0 Transmission Congestion DS Supplier

2217 Planning Period Excess Congestion DS Supplier

2218 Planning Period Congestion Uplift DS Supplier

2220 Transmission Losses DS Supplier

2240 Day-ahead Economic Load Response DS Supplier

224r Real-time Economic Load Response DS Supplier

2245 Emergency Load Response DS Supplier

2260 Emergency Energy DS Supplier

2320 Transmission Owner Scheduling, System
Control and Dispatch Service

DS Supplier

2330 Reactive Supply and Voltage Control from
Generation and Other Sources Service

DS Supplier

2340 Regulation and Frequency Response Service DS Supplier

2350 Energy Imbalance Service DS Supplier

2360 Synchronized Reserve DS Supplier

2362 Non-Synchronized Reserve DS Supplier

236s Day-ahead Scheduling Reserve DS Supplier

2370 Day-ahead Operating Reserve DS Supplier

2371 Day-ahead Operating Reserve for Load
Response

DS Supplier

237s Balancing Operating Reserve DS Supplier
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2376 Balancing Operating Reserve for Load Response DS Supplier

L5 II Synchronous Condensing DS Supplier

2378 Reactive Services DS Supplier

2380 Black Start Service DS Supplier

2420 Load Reconciliation for Transmission Losses DS Supplier

2500 Financial Transmission Rishts Auction DS Supplier

2510 Auction Revenue Rights DS Supplier

2600 RPM Auction DS Supplier

2620 Intemrptible Load for Reliability DS Supplier

2630 Capacity Transfer Rights DS Supplier

2640 Incremental Capacity Transfer Rights DS Supplier

26s0 Non-Unit Specific Capacity Transaction DS Supplier

2660 Demand Resource and ILR Compliance Penalty DS Supplier

266r Capacity Deficiency Resource DS Supplier

2662 Generation Resource Rating Test Failure DS Supplier

2663 Qualiffing Transmission Upgrade Compliance
Penalty

DS Supplier

2664 Peak Season Maintenance Compliance Penalty DS Supplier

266s Peak-Hour Period Availability DS Supplier

2666 Load Management Test Failure DS Supplier

2670 FRR LSE Reliability Credit DS Supplier

2680 FRR LSE Demand Resource And Ilr
Compliance Penalty

DS Supplier

2681 FRR LSE Capacity Resource Deficiency DS Supplier

2682 FRR LSE Generation Resource Ratins Test
Failure

DS Supplier



Exhibit JP-3

2683 FRR LSE Qualiffing Transmission Upgrade
Compliance Penalty

DS Supplier

2684 FRR LSE Peak Season Maintenance Compliance
Penalty

DS Supplier

2685 FRR LSE Peak-Hour Period Availabilitv DS Supplier

2686 FRR LSE Load Manasement Test Failure DS Supplier

2687 FRR LSE Schedule 9-5 DS Supplier

2688 FRR LSE Schedule 9-6 DS Supplier

2710 PJMA4ISO Seams Elimination Cost Assisnment DS Supplier

2712 Intra-PJM Seams Elimination Cost Assisnment DS Supplier

2720 RTO Start-up Cost Recovery DS Supplier

2730 Expansion Cost Recovery EDC

2910 Ramapo Phase Angle Regulators DS Supplier

2912 CT Lost Opportunity Cost Allocation DS Supplier

2930 Generation Deactivation EDC

2932 Generation Deactivation Refund EDC

2950 Virginia Retail Administrative Fee DS Supplier

2952 Deferred Tax Adjustment EDC

2955 Deferral Recovery DS Supplier

2980 Miscellaneous Bilateral DS Supplier

2996 Annual PJM Cell Tower DS Supplier

2997 Annual PJM Building Rent DS Supplier

10
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FOR AEPS

To satisfy AEPS with respect to the DS Supplier's Responsibility Share, DS Supplier shall

fulfill the following obligations:

(l) Providing sufficient AECs for each tranche awarded via the DS Solicitation. It is

DS Supplier's obligation to supply actual AECs. Failure to do so may in the discretion

of Company constitute an Event of Default under this Agreement.

(2) AECs shall be provided on a six (6) month basis or at the end of any Delivery

Period, if the Delivery Period is less than six (6) months, and shall be transferred to the

Company within 30 days from the final day of any such six month period or Delivery

Period; provided; however, that if the term of any Delivery Period includes two different

AEPS reporting years, then DS Supplier shall provide the AECs required for the first

AEPS reporting year by June 30th of each year.

(3) Paying any AEPS penalties, costs, charges, etc. assessed against the DS Supplier

and/or the Company associated with the DS Supplier's non-performance with AEPS

requirements.

(4) Submitting to the Company proof of AEPS compliance under this Agreement in

such form and manner as may be required by the Company.

(5) Provide to the Company all information the Company may require to comply

with the AEPS Act and its implementing regulations and other Requirements of Law,

including, but not limited to the price paid per AEC required by 73 Pa.C.S.

$ 1648.3(e)(8).

+
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This Appendix E shall confirm the Alternative Energy Portfolio Standards Obligation of the

Transaction agreed to on [Month, Day, Year] ("Bid Proposal Due Date").

Alternative Energy Portfolio Standards Obligations for the period beginning [Month, Day,

Yearl based on the total MWh supplied by DS Supplier:

Compliance Period Tier 1

6 t I t*+s$ll_ s t 3 r t 4+6nlg
PV

#6l%
Tier 2

O2sesw400%
8.2%

6lr/2018 - 513U2019
6lv20t9 - 513U2020 7.

6lU
5t3U2Ur 8.0% ns000% t0r%

The percentages set forth above are those applicable for the first RFP and may be revised for

future RFPs to reflect changes in law or other applicable regulatory requirements.

Por each complianc

is oblisated to orovide mav be reduced bv a ore-determined number of AECs allocated to the

OS Suoptier ("nlo

fransaction Oate. nnv

will be credited to

eonoBary

The above amounts are estimates and will vary based on actual load served. DS Supplier will

need to true-up, higher or lower, actual credits needed based on Monthly Settlement Amount.

If Alternative Energy Portfolio Requirements change by law or any other reason, DS Supplier

shall be responsible for providing the credits at its expense in order to comply with its

obligations under Full Requirements Service.
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EXHIBIT 1

TRANSACTION CONFIRMATION FOR FIXED PRICE TRANSACTIONS
This Transaction Confirmation leffer is being provided pursuant to and in accordance with the Agreement dated

[Month, Day, Year] (Date of the Contract/RFP) between Duquesne Light Company ("Company") and UNSERTI ("DS
Supplier"). Terms used but not defined herein shall have the meanings ascribed to them in the Agreement. This Transaction
Confirmation shall confirm the following terms of the Transaction agreed to on [Month, Day, Year] (Date of the current
RFP for the tranches the won and will be serving) ("Transaction Date").

Product: Full Requirements Servrce

Serviee Type: Residential and tighting

lS Customer Crouo:

Delivery Point: Duquesne Residual Aggregate Zone in PJM

Delivery Period: [Month, Day, Year] through [Month, Day, Year]

@: [INSERT]

SpeeigeapSfixe<lPercentage: [INSERT] % of DEFAULT SERVICE Loadl&r-ap@zusomcr

elass)

("Their 7o share :s ef the TerAt Default Sen'iee r erd)

l'4en+hly€e++temen+Q-S lixcd Price: [INSERT]BI,ock+#{NSERT AVERAGE PRICEI per

MWh

Tranche I af IINSF.RTI ner MWH

,ltternative nner iO
StanaarAq-=nepprtin

AEC lttocation ner
6ECs)

rotat.lnC Atmcatl

20't7-18
2018-19
2019-20
2020-21
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Please confirm that the terms stated herein accurately reflect the agreement reached on the date above between DS Supplier
and Company by returning an executed copy of this Transaction Confirmation by email to the Company at
jjenkins@duqlight.com. The signatories to this Transaction must have the authority to enter into this Transaction.

Duquesne Light Company_ ITNSERTI

By:

Name: C. James Davis, Jr. Name:

Title: Director, Rates and Energt Procurement Title:

& Federal/RTO Affairs

By:

4



Exhibit JP-3

TRANSACTION CONFIRMA
fnis fransaction C

Itvtonm- nav. Veart (Date
Supptier"). ferms
Connrmation snalt c
nfP for tne trancnes

Product: full nequ

OS Customer Crouo:

Oeliverv Point: Ouo

neliverv Period: fM

Number of francnes:

nS fixed Percentas

DS-EuedPriec adder
for Hourtv Price Se

Tranche I at IINSERTI oer MWH

franche Z at IfNSBnfl pe

tn addition to tne OS
accoraance wittr Se

Hourtv Price Servic
and Pltvt administrative
assoeiatea witn serving
lndustriat Ctass ar
prices based on tne c

inctudine PJM admi
neUaUititv Pricin
tuittr tne customer'
eapagitv based ancilla
Section q.l (il wil
votumes useO to cal
Pavments to Hourlv Price Service suooliers will not include Pennsvlvania sross receiots taxes or the fixed
retail administra
thcDS-Iault

Please connrm tnat t
and Comoanv bv returnins an executed coov of this Transaction Confirmation bv email to the Comoanv at

ilentinsaauotish

Ououesne l-isht Com

Bv: Bv:

Name: C. James f)avis- -Ir- Name:

& Federal/RTo Affairs
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EXHIBIT 2
FORM OF NOTICE

Any notices required under this Agreement shall be made as follows:

Buyer:

Duquesne Light Company

All Notices:

Street: 411 Seventh Ave.
City/State/Zip: Pittsburgh, PA 15219
Attn: Chief Financial Officer
Facsimile: (412) 393-1190
Duns: 007915606
Federal Tax ID Number: 25-0451600

Invoices:
Attn: Supply Procurement - Joan Jenkins
Phone: (412)393-1077
Facsimile: (412) 393-5659

Scheduling:

Attn: Scheduling - John Peoples
Phone: (412)393-6385
Facsimile: (412) 393-5659

Payments:

Attn: Accounting - Jaime Bachota
Phone: (412)393-1122
Facsimile: (412) 393-6760

Wire Transfer:

BNK: Mellon Bank. N.A.
ABA: 043000261
ACCT: 0008061

DS Supplier:

lrNSERrl

All Notices:

Street:
CitylState/Zip:
Attn:
Facsimile:
Duns:
Federal Tax ID Number:

Invoices:
Attn:
Phone:
Facsimile:

Scheduling:

Attrr:
Phone:
Facsimile:

Payments:

Attn:
Phone:
Facsimile:

Wire Transfer

BNK:
ABA:
ACCT:

I
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Credit and Collections: Credit and Collections:

Attn: - James Milligan Attn:
Phone: (412)393-1216 Phone:
Facsimile: (412)393-6760 Facsimile:

With additional Notices of an With Additional Notices of an

Event of Default to: Event of Default to:

Attn: Legal Department - Tishekia Williams Attn:
Phone: (412)393-1541 Phone:
Facsimile: (412) 393-5757 Facsimile:
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EXHIBIT 3

PJM DECLARATION OF AUTHORITY

This Declaration of Authority ("Declaration") is made this 24th day of March,2}l5
by the following:

PARTY A:

PARTY B:

("Party A")

("Party B').

RECITALS

WHEREAS, PJM is a Regional Transmission Organization ("RTO") subject to the
jurisdiction of the Federal Energy Regulatory Commission ("FERC");

WHEREAS, PJM Settlement, Inc, ("PJM Settlement") is a Pennsylvania
Non-Profit Corporation, incorporated for the purpose of providing billing and settlement
functions and credit and risk management functions for PJM. References to "PJM" in this
Declaration are intended to apply to PJM and/or PJM Settlement, as appropriate, with
regard to their respective functions.

WHEREAS, PJM and PJM Settlement administer centralized markets that clear
various electric energy and energy-related products among multiple buyers and sellers;

WHEREAS, PJM additionally exercises operational control over its members'
transmission facilities whereby PJM provides open-access transmission service and
control area functions, including economic dispatch and emergency response to ensure
reliability;

WHEREAS, Party A is a PJM Member and seeks to obtain, or is obtaining, services
provided or administered by PJM, seeks to participate, or is participating in, markets
administered by PJM, or seeks to engage in, or is engaging in, operations that use or affect
the integrated transmission system operated by PJM;

WHEREAS, such activities or contemplated activities by Party A and Party B are
governed by rights and obligations established by or under the PJM Open Access
Transmission Tariff ("Tariff'), the Amended and Restated Operating Agreement of PJM
Interconnection, L.L.C. ("Operating Agreement"), the Reliability Assurance Agreement
Among Load-serving Entities in the MAAC Control Zone ("RAA"), and other agreements,
manuals, and practices of PJM (the Tariff, the Operating Agreement, the RAA, and such
other agteements manuals, and practices of PJM, the "PJM Agreements"); and

J
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WHEREAS, Party A and Party B desire to declare to PJM their respective
authorities concerning such rights and obligations, intend that PJM rely upon such
declaration, and acknowledge that PJM may rely upon such declaration to its detriment.

DECLARATION

NOW, THEREFORE, acknowledging that PJM will rely on the truth, accuracy and
completeness of the declarations made below, Party A and Party B, as identified below,
make the following declarations:

1. Exclusivity of Parfy B's Authority.

Pursuant to a binding, legally enforceable agreement, Party A has authorizedParty
B to act for Party A with respect to certain rights and responsibilities as specified in Section
2 of this Declaration ("the Authorized Rights and Responsibilities"). With respect to the
Authorized Rights and Responsibilities, Party B is authorized to communicate and transact
with PJM as Party A's sole and exclusive Party B, and PJM is authorized to communicate
and transact directly and exclusively with Party B as Party A's Party B. With respect to
Authorized Rights and Responsibilities, Party A will abide by any direction issued by PJM
to Party B.

2. Specification of Authorized Rights and Responsibilities.

In the following parts (a) through (h), Party A and Party B specify the rights and
responsibilities with respect to which Party B is authorized to act for Party A.
Specification shall be effective only if both Party A and Party B have placed the initials of
their authorized representatives in the space provided for each applicable right or
responsibility from among the options provided below:

(a) Load Server Responsibilities.

Party B is authorized to satisff Party A's obligations as a Load-Serving
Entity under the RAA, including, without limitation, its obligations to
provide Unforced Capacity, submit capacity plans, provide or arrange for
Capacity Resources, satisfu Accounted-for Obligations and Peak Season

Maintenance Obligations, comply with any capacity audits, make payment
of all deficiency, data submission, and emergency procedure charges
incurred, coordinate planning and operation of Capacity Resources with
other parties; and develop and submit planned outage schedules.

Party B is authorized to satisfy Party A's obligations under the Tariff, RAA
and to provide or anange for transmission service to its loads; provide or
arrange for sufficient reactive capability, voltage control facilities, and
black start capability for service to its loads; submit f,rrm transmission
service schedules, and designate Network Resources and other points of
receipt and delivery for transmission service. Party B is authorized to

2
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request changes to the transmission service required for service to Party A's
loads, and to enter into, on Party A's behalf, any feasibility, system impact,
facilities study, or other agreements required to process such request for a

change in service.

Party B is authorized to satisfy Party A's rights and obligations under the
Tariff and Operating Agreement to submit bids on, obtain, administer, and
receive payments or credits for Financial Transmission Rights and Auction
Revenue Rights with respect to service to Party A's loads.

Party B is authorized to provide data required by PJM with respect to
service to Party A's loads, including, but not limited to, data required for
coordination of operations, accounting for all interchange transactions,
preparation of required reports and maintenance schedules, and analysis of
system disturbances.

Party B is authorized to provide the facilities and personnel required to
coordinate operations with PJM and other PJM Members.

Electric Distributor Responsibilities.

Party B is authorized to satisfy Party A's rights and obligations as an
Electric Distributor under the Operating Agreement, including, but not
limited to, assuring the continued compatibility of its local energy
management, monitoring, and telecommunications systems with PJM's
technical requirements; providing or ananging for the services of a 24-hour
local control center to coordinate with PJM; providing to PJM all system,
accounting, customer tracking, load forecasting, and other data necessary or
appropriate to implement or administer the Operating Agreement, RAA;
shedding connected load, initiating active load management programs, and
taking such other coordination actions as may be necessary in accordance
with PJM's directions in Emergencies; maintaining or ilranging for a
portion of its connected load to be subject to control by automatic
underfrequency, under-voltage, or other load-shedding devices; and
complying with the underfrequency relay obligations and charges specified
in the Operating Agreement.

Generator Respnsibilities.

Party B is authorized to operate the Party A's generation resources in all
events, including, but not limited to, in the event of Emergencies, and shall
operate such resources in a manner that is consistent with the standards,
requirements or directions of PJM and that will permit PJM to perform its
obligations under the Operating Agreement, Tariff, RAA, and other
applicable agreements, manuals, and practices.

(c)
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Party B is authorized to ensure that the required portion of Party A's
Capacity Resources have the ability to go from a shutdown condition to an
operating condition and start delivering power without assistance from the
power system.

- Or-

Party B is authorized to direct the operation of Party A's generation
resources by relaying PJM's instructions to the resource in all events,
including, but not limited to, in the event of Emergencies, and shall direct
such resources in a manner that is consistent with the standards,
requirements or directions of PJM and that will permit PJM to perform its
obligations under the Operating Agreement, Tariff, RAA, and other
applicable agreements, manuals, and practices.

Party B is authorized to communicate with PJM in all matters concerning
the provision of capacity, energy, or ancillary services from Party A's
generation resources, including, without limitation, information required in
connection with Capacity Resources, dispatch of any unit, provision of
reactive power, regulation, synchronous condensing, spinning or other
reserves, establishment or maintenance of a unit as a Black-Start Unit,
satisfaction of must-run obligations, and costs or revenue requirements for
any product or service offered by atty such unit.

Party B is authorized to provide information on outages of Party A's
generation facilities, whether planned, forced, or for maintenance, and to
coordinate such outages with PJM

Party B is authorized to act on behalf of Party A with respect to Party A's
rights and obligations under any Feasibility Study, System Impact Study, or
Facilities Study Agreements.

Party B is authorized to act on behalf of Party A with respect to Party A's
rights and obligations under any Construction Service Agreements.

Party B is authorized to act on behalf of Party A with respect to Party A's
rights and obligations under any Interconnection Service Agreements.

Party B is authorized to receive from PJM historic and real time data

collected by PJM from, or provided to PJM by, Party A with respect to
Party A's generation resources.

Party B is authorized to act on behalf of Party A for the following
specific unit(s) in Party A primary and subaccounts:

Resource Name: Resource ID:
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Market Buyer/Market Seller Responsibilities.

Party B is authorized to satisfy Party A's rights and obligations as a Market
Buyer or Market Seller under the Operating Agreement, including, but not
limited to, arranging for a Market Operations Center capable of real-time
communication with PJM during normal and Emergency conditions;
reporting to PJM sources of energy available for operation; providing to
PJM scheduling and other information, including, but not limited to,
maintenance and other anticipated outages of generation or transmission
facilities, scheduling and related information on bilateral transactions and
self-scheduled resources, and implementation of active load management,
intemrption of load, and other load reduction measures; obtaining Spot
Market Backup for bilateral transactions; submitting to PJM binding offers
to purchase or sell energy and ancillary services in compliance with all
applicable Offer Data specifications; responding to PJM's directives to
start, shut down or change output levels of generation units, or change
scheduled voltages or reactive output levels; responding to PJM's directives
to schedule delivery or change delivery schedules for external resources;
and following PJM's directions to take actions to prevent, manage, alleviate
or end an Emergency.

Billine and Payment Responsibilities.

In connection with all rights and responsibilities specified by Party A and
Party B in any of subparts (a) through (d) of this Section, Party B shall be
billed for, and shall make payment to PJM for, all charges, penalties, costs
and fees. (If this option is not specified, PJM will issue billings to, and
collect amounts due from, Party A.)

In connection with all rights and responsibilities specified by Party A and
Party B above, Party B is entitled to receive from PJM in Party B's account
all credits, revenues, distributions, and disbursements. (If this option is not
specified, PJM will pay such amounts to Party A.)

General Membership Responsibilities.

Party B is authorized to participate and vote in all PJM committees,
working groups, and other stakeholder bodies on Party A's behalf.

Party B is authorized to participate on Party A's behalf in the regional
transmission expansion planning process.

Party B is authorized to provide information or otherwise cooperate on
Party A's behalf in connection with any investigation or request for

(e)

(f)
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information by PJM or the PJM Market Monitoring Unit in accordance with
the Operating Agreement and Attachment M to the Tariff. (If this option is
specified, PJM and the PJM Market Monitoring Unit shall have the right to
request and obtain such information from Party B and/or Party A.)

Party B shall be billed for, and shall make payment of, Party A's costs of
membership in PJM, including payment of the Membership fee, and
payment of any other general assessments on the PJM members, including,
but not limited to, amounts assessed as a consequence of defaults by other
Members.

Additional Responsibilities.

Party B has been Authorized other rights and responsibilities of Party A as

specified on Attachment "A" to this Declaration.

Limitation on Responsibilities.

The rights and responsibilities specified in parts (a) through (f) above apply
to a limited portion of Party A's facilities or loads located in the PJM
Region, as specified on Attachment "B" to this Declaration, and to no other
facilities or loads of Partv A.

Continuing Responsibilities and Liabilities of Party A.

3.1 The Authorized Rights and Responsibilities are the only rights and
responsibilities under the PJM Agreements for which Party B is authorized to
act for Party A, and Party A retains all rights and responsibilities under the PJM
Agreements not specified by Party A and Party B in Section 2.

3.2 With respect to the Authorized Rights and Responsibilities, and
notwithstanding any other provision of this Agreement, Party A shall remain
liable to PJM for all amounts due or to become due to PJM under the PJM
Agreements, and Party B's authonzation to make payment of any such amounts
hereunder (if specified in Section 2) shall not release Party A from liability for
any financial obligations to PJM not satisfied by Party B.

Reliance and Indemnity, Duty to Inform, Liability Waiver, and Rules of
Construction.

4.t Party A and Party B each recognizes, accepts and intends that PJM will rely,
upon on the truth, accuracy and completeness of the declarations herein in
matters including but not limited to creditworthiness and in assuring
compliance with the PJM Agreements. Party A and Party B each recognizes
and accepts that PJM or its members may suffer losses and damages if any

(h)

3.

4.

6
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declaration is or becomes untrue, inaccurate or incomplete, and each agrees to
indemnify PJM for any such losses and damages.

4.2Party A and Party B each has a continuing duty to notify PJM if and when any
declaration herein ceases to be truthful, accurate or complete. Until such time
as PJM receives written notification of any change to any declaration, in
accordance with the terms contained herein, PJM shall be entitled to rely
perpetually on this Declaration as governing its relationship with Party A and
Party B as to the subject matter of this Declaration. Written notice of changes
to the declarations contained herein must be provided by Party A (PJM
Member) to PJM at least thirty days in advance of their effectiveness. If Party
B is also a PJM Member, then both parties will be required to provide thirty
days prior written notification in order for such changes to be effective. Such
notification is required for changes to the declarations and responsibilities
contained herein andlor termination of this Declaration. Upon such
termination, all rights, responsibilities and accounts will revert back to the
original status quo prevailing before the Declaration became effective. Should
less than thirty days notice be provided, PJM shall use its best efforts to
accommodate and process the declarations herein, but all attempts should be

made to provide such notice.

4.3 Nothing in this Declaration shall be construed to create or give rise to any
liability on the part of PJM and Party A and Party B expressly waive any claims
that may arise against PJM under this Declaration. This Declaration shall not
be construed to modifu any of the PJM Agreements and in the event of conflict
between this Declaration and a PJM Agreement, the applicable PJM Agreement
shall control.

4.4 Capitalized terms used herein that are not defined herein have the meanings
given in the PJM Agreements, as applicable.

4.5 The Recitals are hereby incbrporated into the body of this Declaration.
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IN WITNESS WHEREOF, Party A and Party B execute this Declaration to be

effective as of the date written above or upon receipt of a fully executed original by PJM,
whichever date is later.

PARTY A: PARTY B:

Signature: Signature:

Name:

Title:

Name:

Title:

Company: Company:
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DECLARATION OF AUTHORITY

Attachment A - Addendum

PRINCIPAL: Duquesne Light Company

AGENT: TINSERTI

Effective Startins Date: flNSERTI

Note: Principal and Agent are required to provide PJM Settlement thirty days written
notice prior to the date of expiration. Upon expiration all accounts will revert back to their
originalstatus.

PJM Billinq Line ltems - Transfer

Principal and Agent agree that PJM settlement shall transfer all of the following charges
directly related to the Principal's share of serving the retail load obligations from the
Principal's account(s) to the Agent's account beginning the effective date specified above:

Billinq Line ltem Number Billins Line ltem

1330 (Charge)

1380 (Charge)

2140 (Credit)

Reactive Supply and Voltage Controlfrom
Generation and Other Sources Service

Black Start Service

Non-Firm Point-to-Point Transmission Service

PJM Accou nts/Subaccou nts

Role Account Lonq Name Account Short Name PJM Orq lD
Principal
Agent

9



EXHTBIT 4
PERFORMANCE ASSURANCE LETTER OF CREDIT

{TO BE ISSUED ON THE LETTERHEAD OF THE ISSUING BANK}

IRREVOCABLE LETTER OF CREDIT NO.

ISSUE DATE EXPIRY DATE

APPLICANT
INAME]
IADDRESSI

BENEFICIARY
[NAME]
IADDRESSI

CURRENCY
USD :*{<*****{<*$

Exhibit JP-3

AMOIJNT

THE AGGREGATE US
BY YOUR DRAFT(S)

("ISSUER")

WE HEREBY ISSUE IN YOUR FAVOR OUR IRREVOCABLE LETTER OF CREDIT
NO: _ FOR THE ACCOLINT OF (APPLICANT)
FOR AN AMOUNT OR AMOUNTS NOT TO EXCEED IN
DOLLARS AVAILABLE
AT SIGHT ON THE BANK OF

(ADDRESS), EFFECTIVE AND EXPIRING AT
OUR COUNTERS ON OR ANY AUTOMATICALLY EXTENDED
EXPIRY DATE, AS PROVIDED HEREIN. THIS LETTER OF CREDIT IS
AVAILABLE IN ONE OR MORE DRAFTS UP TO THE AGGREGATE AMOUNT SET
FORTH HEREIN.

THIS LETTER OF CREDIT IS PRESENTABLE AND PAYABLE AT OUR
COUNTERS AND WE HEREBY ENGAGE WITH YOU THAT DRAFTS DRAWN
UNDER AND IN COMPLIANCE WITH THE TERMS OF THIS LETTER OF CREDIT
WILL BE HONORED ON PRESENTATION IF ACCOMPANIED BY THE REQUIRED
DOCUMENTS PURSUANT TO THE TERMS OF THIS LETTER OF CREDIT.

THE BELOW MENTIONED DOCUMENT(S) MUST BE PRESENTED ON OR
BEFORE THE EXPIRY DATE OF THIS INSTRUMENT IN ACCORDANCE WITH
THE TERMS AND CONDITIONS OF THIS LETTER OF CREDIT.

I. YOUR SIGNED AND DATED STATEMENT. READING AS FOLLOWS:

..THE AMOUNT FOR THIS DRAWING,
BEING MADE UNDER THE BANK OF

USD (INSERT AMOUNT),
(BANK)

LETTER OF CREDIT NUMBER (INSERT LETTER OF CREDIT

l0
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REFERENCE NUMBER), REPRESENTS AN AMOUNT DUE AND
PAYABLE TO BENEFICIARY FROM APPLICANT FOR
PERFORMANCE ASSURANCE RELATED TO THE BENEFICIARY'S
PENNSYLVANIA FULL REQUIREMENTS SERVICE
AGREEMENT(S) DATED
AND ."

BETWEEN

2. THIS ORIGINAL LETTER OF CREDIT AND ANY AMENDMENT(S).

IF PRESENTATION OF ANY DRAWING IS MADE ON A BUSINESS DAY (AS

HEREIN DEFINED) AND SUCH PRESENTATION IS MADE ON OR BEFORE 11:OO

A.M. NEW YORK TIME, ISSUER SHALL SATISFY SUCH DRAWING REQUEST
ON THE NEXT BUSINESS DAY. IF THE DRAWING IS RECEIVED AFTER 11:OO

A.M. NEW YORK TIME, ISSUER WILL SATISFY SUCH DRAWING REQUEST ON
THE SECOND FOLLOWING BUSINESS DAY.

IT IS A CONDITION OF THIS LETTER OF CREDIT THAT IT WILL BE
AUTOMATICALLY EXTENDED WITHOUT AMENDMENT FOR ONE YEAR
FROM THE EXPIRATION DATE HEREOF, OR ANY FUTURE EXPIRATION DATE,
UNLESS AT LEAST 90 DAYS PRIOR TO ANY EXPIRATION DATE WE NOTIFY
YOU AT THE ABOVE ADDRESS BY REGISTERED MAIL OR HAND DELIVERED
COURIER THAT WE ELECT NOT TO CONSIDER THIS LETTER OF CREDIT
RENEWED FOR ANY SUCH PERIOD.

THIS LETTER OF CREDIT MAY BE TERMINATED UPON BENEFICIARY'S
RECEIPT OF FULL PAYMENT FROM THE APPLICANT AND ISSUER'S RECEIPT
OF A WRITTEN RELEASE FROM THE BENEFICIARY RELEASING THE ISSUER
FROM ITS OBLIGATIONS UNDER THIS LETTER OF CREDIT.

THE TERM "BUSINESS DAY" AS USED HEREIN MEANS ANY DAY OTHER
THAN (I) A SATURDAY, (ID A SUNDAY, OR (IID A DAY ON WHICH BANKING
INSTITUTIONS LOCATED IN THE CITY OF NEW YORK, NEW YORK ARE
REQUIRED OR AUTHORIZEDBY LAW TO BE CLOSED.

APPLICANT'S FILING OF A BANKRUPTCY, RECEIVERSHIP OR OTHER
DEBTOR.RELIEF PETITION, AND/OR APPLICANT'S DISCHARGE
THEREUNDER, SHALL IN NO WAY AFFECT THE LIABILITY OF [BANK] UNDER
THIS LETTER OF CREDIT AND [BANK] SHALL ALWAYS REMAIN LIABLE TO

[BENEFICIARY] FOR THE FULL AMOUNT OF APPLICANT'S OBLIGATIONS
HEREIN TO [BENEFICIARY] NOT TO EXCEED THE AVAILABLE AMOUNT IN
THIS LETTER OF CREDIT.

ADDITIONAL TERMS AND CONDITIONS:

1. ALL COMMISSIONS AND OTHER BANKING CHARGES WILL BE
BORNE BY THE APPLICANT.
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a
J.
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THIS LETTER OF CREDIT MAY BE TRANSFERRED OR ASSIGNED.

THIS LETTER OF CREDIT IS IRREVOCABLE.

THIS LETTER OF CREDIT IS SUBJECT TO THE INTERNATIONAL
STANDBY PRACTICES (1998) OF THE INTERNATIONAL CHAMBER
oF COMMERCE PUBLICATION NO. 590 ("ISP98") OR SUCH LATER
REVISIONS(S) OF THE ISP AS MAY BE HEREAFTER ADOPTED. AS
TO MATTERS NOT GOVERNED BY ISP98, THIS LETTER OF CREDIT
SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF NEW YORK, INCLUDING, TO
THE EXTENT NOT INCONSISTENT WITH ISP98, THE UNIFORM
COMMERCIAL CODE AS IN EFFECT IN THE STATE OF
PENNSYLVANIA. THIS LETTER OF CREDIT MAY NOT BE
AMENDED, CHANGED OR MODIFIED WITHOUT THE EXPRESS
WRITTEN CONSENT OF THE BENEFICIARY AND THE ISSUER.

THE BENEFICIARY SHALLNOT BE DEEMED TO HAVE WAIVED ANY
RIGHTS UNDER THIS LETTER OF CREDIT, UNLESS THE
BENEFICIARY OR AN AUTHORIZED AGENT OF THE BENEFICIARY
SHALL HAVE SIGNED A DATED WRITTEN WAIVER. NO SUCH
WATVER, UNLESS EXPRESSLY SO STATED THEREIN, SHALL BE
EFFECTIVE AS TO ANY TRANSACTION THAT OCCURS
SUBSEQUENT TO THE DATE OF THE WAIVER, NOR AS TO ANY
CONTINUANCE OF A BREACH AFTER THE WAIVER.

A FAILURE TO MAKE ANY PARTIAL DRAWINGS AT ANY TIME
SHALL NOT IMPAIR OR REDUCE THE AVAILABILITY OF THIS
LETTER OF CREDIT IN ANY SUBSEQUENT PERIOD OR OUR
OBLIGATION TO HONOR YOUR SUBSEQUENT DEMANDS FOR
PAYMENT MADE IN ACCORDANCE WITH THE TERMS OF THIS
LETTER OF CREDIT.

5.

6.

AUTHORIZED SIGNATURE:
TITLE:

PLEASE DIRECT ANY WRITTEN CORRESPONDENCE.
OR INQUIRIES TO:

[BANK NAME, ADDRESS AND PHONE NUMBER]

INCLUDING DRAWING
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EXHIBIT 5

FORM OF GUARANTY

THIS GUARANTY AGREEMENT (this "Guaranty") is made and entered into as of this
day of _, by _ (the "Guarantor"), with an address zt _, in favor of
Duquesne Light Company (the "Creditor"), with an address at [INSERT ADDRESS], in
consideration of the Default Supply Master Agreement(s) (the "DSMA(s)") between
DuquesneLightCompanyand-(the..Seller',)dated,andothergood
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged.
Guarantor is the of Seller.

1. Whereas, Supplier is an affiliate of _, _ will
therefore benefit by Supplier entering into the DSMA with Creditor and desires
Creditor to enter into the DSMA with Supplier and to extend credit to Supplier thereunder.
(May be revised if guarantor is not a parent or affiliate of supplier.)

l. Guaranty of Obligations.

(a) The Guarantor hereby irrevocably and unconditionally guarantees, as

primary obligor and not a surety with effect from date hereof, the prompt
and complete payment when due of all of Seller's payrnent obligations
under the DSMA (to the extent such payment obligations exceed the
amount of any Performance Assurance provided to the Creditor by Seller as

defined in and in accordance with the DSMA), whether on scheduled
payment dates, when due upon demand, upon declaration of termination or
otherwise, in accordance with the terms of the DSMA and giving effect to
any applicable grace period, and, provided only that the Creditor is the
prevailing party in any judicial suit, action or proceeding arising out of,
resulting from, or in any way relating to this Guaranty, or if by mutual
agreement by Guarantor and Creditor, all reasonable out-of-pocket costs
and expenses incurred by Creditor in the enforcement of the Guarantor's
obligations or collection under this Guaranty, including reasonable
attorney's fees and expenses (collectively, the "Obligations"). [Optional
provision: Notwithstanding anything to the contrary herein, the liability of
the Guarantor under this Guaranty and Creditor's right of recovery
hereunder for all Obligations is limited to a total aggregate amount of $ ,

("Guaranty Amount"), where Guaranty Amount shall be no less than Five
Hundred Thousand US Dollars ($500,000).1

(b) The limitations on liabilities of the Seller set forth in Article l0 of the
DSMA shall also apply to the liabilities of the Guarantor hereunder.
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2. Nature of Guaranty: Waivers.

(a) This is a guaranty of payment and not of collection and the Creditor shall
not be required, as a condition of the Guarantor's liability, to pursue any
rights which may be available to it with respect to any other person who
may be liable for the payment of the Obligations. This is not a performance
guaranty and the Guarantor is not obligated to provide power under the
DSMA or this Guaranty.

(b) This Guaranty is an absolute, unconditional, irrevocable (subject to the
provisions of Section 12 of this Guaranty) and continuing guaranty and will
remain in full force and effect until all of the Obligations have been
indefeasibly paid in full, or until the DSMA has been terminated, whichever
comes later. This Guaranty will not be affected by any surrender, exchange,
acceptance, compromise or release by the Creditor of any other party, or
any other guaranty or any security held by it for any of the Obligations, by
any failure of the Creditor to take any steps to perfect or maintain its lien or
security interest in or to preserve its rights to any security or other collateral
for any of the Obligations or any guaranty, or by any irregularity,
unenforceability or invalidity of any of the Obligations (other than any
irregularity, unenforceability or invalidity of any of the obligations under
the DSMA resulting from the conduct of the Creditor) or any part thereof.

(c) Except as to any claims, defenses, rights of set-off or to reductions of Seller
in respect of its obligations under the DSMA, (all of which are expressly
reserved under this Guaranty), the Guarantor's obligations hereunder shall
not be affected, modified or impaired by any counterclaim, set-off,
deduction or defense based upon any claim the Guarantor may have against
Seller or the Creditor, including: (i) any change in the corporate existence
(including its charter or other goveming agreement, laws, rules, regulations
or powers), structure or ownership of Seller or the Guarantor; or (ii) any
insolvency, bankruptcy, reorganization or other similar proceeding
affecting Seller or its assets; or (iii) the invalidity or unenforceability in
whole or in part of the DSMA; or (iv) any provision of applicable law or
regulations purporting to prohibit payment by Seller of amounts to be paid
by it under the DSMA (other than any law or regulation that eliminates or
nullifies the obligations under the DSMA).

(d) Guarantor waives notice of acceptance of this Guaranty, diligence,
presentment, notice of dishonor and protest and any requirement that at any
time any person exhaust any right to take any action against Seller or their
assets or any other guarantor or person, provided, however, that any failure
of Creditor to give notice will not discharge, alter or diminish in any way
Guarantor's obligations under this Guaranty. The Guarantor waives all
defenses based on suretyship or impairment of collateral or any other
defenses that would constitute a legal or equitable discharge of Guarantor's
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obligations, except any claims or defenses of Seller in respect of its
obligations under the DSMA.

The Creditor at any time and from time to time, without notice to or the
consent of the Guarantor, and without impairing or releasing, discharging or
modifuing the Guarantor's liabilities hereunder, may (i) to the extent
permitted by the DSMA, change the manner, place, time or terms of
payment or performance of, or other terms relating to, any of the
Obligations; (ii) to the extent permitted by the DSMA, renew, substitute,
modify, amend or alter, or grant consents or waivers relating to any of the
Obligations, or any other guaranties for any Obligations; (iii) settle,
compromise or deal with any other person, including Seller , with respect to
any Obligations in such manner as the Creditor deems appropriate at its sole
discretion; (iv) substitute, exchange or release any guaranty; or (v) take
such actions and exercise such remedies hereunder as Creditor deems
appropriate.

3. Representations and Warranties. The Guarantor hereby represents and warrants that:

(a)

(b)

(c)

(d)

it is a flimited liability company, corporation, limited partnership, general
partnership] duly organized, validly existing and in good standing under the
laws of the jurisdiction of its [formation, organization, incorporation] and
has the [corporate power] [power] and authority to conduct the business in
which it is currently engaged and enter into and perform its obligations
under this Guaranty;

it has the [corporate power] [power] and authority and the legal right to
execute and deliver, and to perform its obligations under, this Guaranty, and
has taken all necessary [corporate action] [action] to authorize its execution,
delivery and performance of this Guaranty;

this Guaranty constitutes a legal, valid and binding obligation of the
Guarantor enforceable in accordance with its terms, except as affected by
bankruptcy, insolvency, fraudulent conveyance, reorganization,
moratorium and other similar laws relating to or affecting the enforcement
of Creditors' rights generally, general equitable principles and an implied
covenant of good faith and fair dealing;

the execution, delivery and performance of this Guaranty will not violate
any provision of any requirement of law or contractual obligation of the
Guarantor (except to the extent that any such violation would not
reasonably be expected to have a material adverse effect on the Guarantor
or this Guaranty);

no consent or authorization of, filing with, or other act by or in respect of,
any arbitrator or govemmental authority and no consent of any other person

(e)
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(including, without limitation, any stockholder or of the Guarantor) is
required in connection with the execution, delivery, performance, validity
or enforceability of this Guaranty, other than any which have been obtained
or made prior to the date hereof and remain in full force and effect; and

(f) no litigation, investigation or proceeding of or before any arbitrator or
governmental authority is pending or, to the knowledge of the Guarantor,
threatened by or against the Guarantor that would have a material adverse
effect on this Guaranty.

Repayments or Recovery from the Creditor. If any demand is made at any time upon
the Creditor for the repayment or recovery of any amount received by it in payment or
on account of any of the Obligations, including but not limited to upon the bankruptcy,
insolvency, dissolution or reorganization of the Seller and if the Creditor repays all or
any part of such amount by reason of any judgment, decree or order of any court or
administrative body or by reason of any sefflement or compromise of any such demand,
the Guarantor (subject to Sections 2 (c) and (d) of this Guaranty) will be and remain
liable hereunder for the amount so repaid or recovered to the same extent as if such
amount had never been received originally by the Creditor. The provisions of this
section will be and remain effective notwithstanding any contrary action which may
have been taken by the Guarantor in reliance upon such payment, and any such
contrary action so taken will be without prejudice to the Creditor's rights hereunder and
will be deemed to have been conditioned upon such payment having become final and
irrevocable.

Enforceability of Obligations. No modification, limitation or discharge of the
Obligations of Seller arising out of or by virtue of any bankruptcy, reorganization or
similar proceeding for relief of debtors under federal or state law will affect, modiS,
limit or discharge the Guarantor's liability in any manner whatsoever and this Guaranty
will remain and continue in full force and effect and will be enforceable against the
Guarantor to the same extent and with the same force and effect as if any such
proceeding had not been instituted. The Guarantor waives all rights and benefits which
might accrue to it by reason of any such proceeding and will be liable to the full extent
hereunder, irrespective of any modification, limitation or discharge of the liability of
Seller that may result from any such proceeding.

Postponement of Subrogation. Only to the extent that, at the relevant time, there are
Obligations, or other amounts hereunder, that are then due and payable but unpaid, the
Guarantor postpones and subordinates in favor of the Creditor any and all rights which
the Guarantor may have to (a) assert any claim against the Seller based on subrogation
rights with respect to payments made by Guarantor hereunder and (b) any realization
on any property of the Seller, including participation in any marshalling of the Seller's
assets. Upon payment of such due and unpaid Obligations, Creditor agrees that
Guarantor shall be subrogated to the rights of Creditor against Seller to the extent of
Guarantor's payment to Creditor.

5.

6.
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7. Notices. All notices, demands, requests, consents, approvals and other
communications required or permitted hereunder must be in writing and will be

effective upon receipt. Such notices and other communications may be hand-delivered,
sent by facsimile transmission with confirmation of delivery and a copy sent by
first-class mail, or sent by nationally recognized overnight courier service, to the
addresses for the Creditor and the Guarantor set forth below or to such other address as

one may give to the other in writing for such purpose:

All communications to Creditor shall be directed to:

Attn:
Phone:
Fax:
With a copy to:

Phone:
Fax:

or such other address as the Creditor shall from time to time specify to Guarantor.

All communications to Guarantor shall be directed to:

Attn:
Phone:
Fax:

or such other address as the Guarantor shall from time to time speciff to Creditor.

Preservation of Rights. Except as provided by any applicable statute of limitations, no
delay or omission on the Creditor's part to exercise any right or power arising
hereunder will impair any such right or power or be considered a waiver of any such

right or power, nor will the Creditor's action or inaction impair any such right or power.
The Creditor's rights and remedies hereunder are cumulative and not exclusive of any
other rights or remedies which the Creditor may have under other agreements with the
Guarantor, at law or in equity.

Illegality. In case any one or more of the provisions contained in this Guaranty should
be invalid, illegal or unenforceable in any respect, the validity, legality and
enforceability of the remaining provisions contained herein shall not in any way be

affected or impaired thereby.

9.
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10. Amendments. No modification, amendment or waiver of any provision of this
Guaranty nor consent to any departure by the Guarantor therefrom, will be effective
unless made in a writing signed by the Creditor, and then such waiver or consent shall
be effective only in the specific instance and for the purpose for which given. No notice
to or demand on the Guarantor in any case will entitle the Guarantor to any other or
further notice or demand in the same, similar or other circumstance.

I l. Entire Agreement. This Guaranty (including the documents and instruments referred
to herein) constitutes the entire agreement and supersedes all other prior agreements
and understandings, both written and oral, between the Guarantor and the Creditor with
respect to the subject matter hereof.

12. Successors and Assigns. This Guaranty will be binding upon and inure to the benefit of
the Guarantor and the Creditor and their respective successors and permitted assigns.
Neither party may assign this Guaranty in whole or in part without the other's prior
written consent, which consent will not be unreasonably withheld or delayed, except
that Creditor may at any time assign this Guaranty without Guarantor's consent, in the
same manner, on the same terms and to the same persons as Creditor assigns the
DSMA in accordance with Section 16.7(b) of the DSMA, and except that this Section
l2 shall not limit the Guarantor's right to assign this Guaranty, along with substantially
all of the Guarantor's assets and business to a successor entity or Affiliate that assumes
all obligations thereunder and (i) where the successor Guarantor's Lowest Credit
Rating is equal to or greater than the Guarantor's Lowest Credit Rating or where the
successor Guarantor's Lowest Credit Rating is equal to or greater than BBB, as rated
by S&P or Fitch, orBaaZ, as rated by Moody's, and (ii) the Seller is in compliance with
Article 14 of the DSMA. The "Lowest Credit Rating" shall mean the lowest of the
senior unsecured long-term debt ratings determined by Moody's Investor Services, Inc.
(or its successor) ("Moody's"), the Standard & Poor's Rating Group, a division of
McGraw-Hill, Inc., (or its successor) ("S&P"), or Fitch Investor Service, Inc. (or its
successor) ("Fitch") immediately before such transfer and assumption. Upon any such
delegation and assumption of obligations by a successor Guarantor, the Guarantor shall
be relieved of and fully discharged from all of its obligations hereunder, whether such
obligations arose before or after the date of such delegation and assumption.

13. Interpretation. In this Guaranty, unless the Creditor and the Guarantor otherwise agree
in writing, the singular includes the plural and the plural the singular; references to
statutes are to be construed as including all statutory provisions consolidating,
amending or replacing the statute referred to; the word "or" shall be deemed to include
'oarrd/or", the words "including", "includes" and "include" shall be deemed to be
followed by the words "without limitation"; and references to sections or exhibits are to
those of this Guaranty unless otherwise indicated. Section headings in this Guaranty
are included for convenience ofreference only and shall not constitute a part ofthis
Guaranty for any other purpose.

14. Governins Law.

6
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(a) This Guaranty has been delivered to and accepted by the .Creditor. THIS
GUARANTY WILL BE INTERPRETED AND THE RIGHTS AND
LIABILITIES OF THE CREDITOR AND THE GUARANTOR DETERMINED
IN ACCORDANCE WITH THE LAWS OF THE COMMONWEALTH OF
PENNSYLVANIA, EXCLUDING ITS CONFLICT OF LAWS RULES.

(b) The Guarantor hereby irrevocably consents to the jurisdiction of the federal
district court for the Western District of Pennsylvania or to the county court
jurisdiction of the Allegheny County Court of Common Pleas; provided that
nothing contained in this Guaranty will prevent the Creditor from bringing any
action, enforcing any award or judgment or exercising any rights against the
Guarantor individually, against any security or against any property of the
Guarantor within any other county, state or other foreign or domestic jurisdiction.
The Guarantor acknowledges and agrees that the venue provided above is the most
convenient forum for both the Creditor and the Guarantor. The Guarantor waives
any objection to venue and any objection based on a more convenient forum in any
action instituted under this Guaranty.

15. WAIVER OF JURY TRIAL. THE GUARANTOR AND CREDITOR
IRREVOCABLY WAIVE ANY AND ALL RIGHT TO A TRIAL BY JURY IN ANY
ACTION, PROCEEDING OR CLAIM OF ANY NATURE RELATING TO THIS
GUARANTY, ANY DOCUMENTS EXECUTED IN CONNECTION WITH THIS
GUARANTY OR ANY TRANSACTION CONTEMPLATED IN ANY OF SUCH
DOCUMENTS. THE GUARANTOR AND CREDITOR ACKNOWLEDGE THAT
THE FOREGOING WAIVER IS KNOWING AND VOLUNTARY.

16. Term. This Guaranty shall survive termination of the DSMA and remain in full force
and effect until all amounts due hereunder, including all of the Obligations, have been
paid or performed in full.

17. Stay of Acceleration Ineffective with Respect to Guarantor. If acceleration of the time
for payment of any amount payable by Seller under the DSMA is stayed upon the
insolvency, bankruptcy or reorganization of Seller, all such amounts otherwise subject
to acceleration or required to be paid upon an early termination pursuant to the terms of
the DSMA shall nonetheless be payable by the Guarantor hereunder on written demand
by Creditor.

The Guarantor acknowledges that it has read and understood all the provisions of this
Guaranty, and has been advised by counsel as necessary or appropriate.

ATTEST:

IGuarantor]

7
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By:

Name:

Title:
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3A.

4

a.

A.

Introduction

Please state your name and business address.

My name is Neil S. Fisher. My business address is 30 Monument Square, Suite 105,

Concord, Massachusetts, 0 17 42.

What is your current position?

I am a Principal with The NorthBridge Group, Inc. ('NorthBridge"), an economic and

strategic consulting firm for the electric and natural gas industries. NorthBridge has advised

Duquesne Light Company ("Duquesne Light" or the "Company") on restructuring matters

for many years. I have advised Duquesne Light on supply rate design and rate matters,

including issues relating to its default service plans ("DSP" or "default service" or "POLR")

since the start of retail access, including Duquesne Light's retail access pilot, DSP I, DSP

II, DSP III, DSP IV, DSP V, DSP VI, and DSP VII programs.

Please describe your educational and professional experience.

I graduated from the Honors Program at Swarthmore College with a Bachelor of Arts degree

in Economics, and I also have a Master's degree in Business Administration from Yale

University. BeforejoiningNorthBridgein1993,IworkedasaconsultantatPutnam,Hayes

& Bartlett, where the main focus of my work was assisting clients with electric and natural

gas restructuring issues. As a consultant at NorthBridge, I have helped regulated electric

utility clients in several states with the design of default service programs and with retail

6
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4Q.

5

access issues. I have also developed strategies for unregulated suppliers interested in

participating in competitive wholesale and retail markets.

Have you testified previously before the Pennsylvania Public Utility Commission

(ooCommission")?

Yes, I testified in Docket No. P-2014-2418242, Duquesne Light's Petition for Approval of

Default Service Plan for the Period June I , 20 I 5 through May 3l ,2017 ("DSP VII"); Docket

No. P-2012-2301664, Duquesne Light's Petition for Approval of Default Service Plan for

the Period June 1, 2013 through May 31,2015 ("DSP VI"); Docket No. P-2009-2135500,

Duquesne Light's Petition for Approval of Default Service Plan for the Period January l,

2011 through May 31,2013 ("DSP V"); DocketNo. P-00072247,Duquesne Light's Petition

for Approval of Default Service Plan for the Period January l, 2008 through December 31,

2010 ("DSP IV");DocketA-110150F0035 andA-311233F3002, Duquesne Light's merger

application; Docket R-00061346, Duquesne Light's distribution rate case; Docket P-

0003207l,Duquesne Light's Petition forApproval of Plan for Post-Transition Period POLR

Service ("DSP III"); and in Docket P-00021969, Duquesne Light's Petition Requesting

Modification to DSP II Plan to Permit Participation in PJM. I also participated in Duquesne

Light's DSP II collaborative led by several Pennsylvania Commissioners.

What is the purpose of your direct testimony?

The purpose of my testimony is to evaluate Duquesne Light's proposed default service plan

(the "Default Service Plan" or "Plan" or "DSP VIII") to procure supply for default service

6
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a.

A.

customers for the period beginning June l, 2017, and ending May 37,2021. My direct

testimony is divided into three parts. First, I briefly provide an overview of Duquesne

Light's retail access program and how the Company's default service plans have evolved

over time. Second, I support the overall design of the Company's proposed procurement

plan for DSP VIII, and third, I evaluate DSP VIII with respect to Act 129's requirement that

the plan include a "prudent mix" of contracts designed to ensure the least cost to customers

over time.r

Please summarize your conclusions.

I have three main conclusions.

l. The default service models used by Duquesne Light have facilitated and supported

the competitive retail market over a sustained period of time, while offering stable

and reasonable rates for small customers who do not elect to receive service from an

alternative electric generation supplier ("EGS" or "competitive retail supplier").

Duquesne Light's Default Service Plan is designed to support the competitive

electricity market, while providing appropriate assurances of price stability for small

customers.

Duquesne Light's Default Service Plan incorporates a prudent mix of contracts

designed to ensure least cost to customers over time, taking into account the benefits

of price stability, and it includes prudent steps necessary to obtain least cost

2.

3.

l5
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2

generation supply, as required by Section 2807(e)Q.$ and Section 2807(e)(3.7) of

Act129.

3 Each of these conclusions is described in more detail below.

4

5 Q. Are you sponsoring any exhibits as part of your Direct Testimony?

6 A. Yes. Exhibit NSF-I includes articles and other publicly available information that I relied

7 on related to the exit of certain EGSs from the mass market business in the aftermath of the

8 winter 2013-2014 price spikes, sometimes referred to as the Polar Vortex.

9

l0 II. The Default Service Models Used bv Duquesne Lisht Have Facilitated and Sunported
11 the Comnetitive Retail Market Over a Sustained Period of Time. While Offerine
12 Stable and Reasonable Default Service Rates for Small Customers

13 0. Overall, how would you describe Duquesne Light's retail access program?

14 A. Duquesne Light has implemented a successful retail access program that has facilitated and

15 supported the competitive retail market over a sustained period of time, while offering stable

16 and reasonable default service rates for most of its customers.

t7

18 a. Explain how, and by what standards, you determined that Duquesne Light's retail

19 access program is successful.

20 A. My statement is based on a number of factors:

o Duquesne Light was one of the first utilities in the nation to recover its stranded costs

and move to market-based pricing. Duquesne Light completed the transition period

2l

22
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4

5

6

7

for most customers in2002 and, since that time, has successfully implemented seven

default service plans.

Duquesne Light has achieved competitive levels of customer switching in its service

area as compared to other electric utilities in Pennsylvania and elsewhere in the

United States without exposing small customers to significant rate increases, without

the use of opt-out customer assignment programs, and without exposing small

customers to short-term market price volatility.

Throughout much of the post-transition period process, Duquesne Light has been

able to obtain support from various parties for its default service plans (e.g., DSP II

Settlement, DSP III Stipulations, DSP IV Settlement, DSP V Settlement, and DSP

VII Settlement).

Duquesne Light was one of the first utilities in the nation to offer hourly pricing

default service to all customers greater than or equal to 300 kW and has one of the

lower kilowatt demand thresholds for hourly price default service for large

commercial and industrial ("Large C&I") customers in the United States.

8
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Figure I Duquesne Light Has One of the Lower kW Thresholds for Hourly Price
Default Service for Large C&I Customers in the United States
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(a) After certain proposed changes are in place and have been successfully tested, Duquesne Light is proposing to lower
the threshold for hourly price service to 200 kW effective June l, 201 9

(b) PECO'shourlypriceservicethresholdisscheduledtobeloweredtol00kWeffectiveJunel,20l6.
(c) ConEd's hourfy price service proposal would lower the threshold to 300 kW from nid-2017 through 2022.

As a result, the default service for about half of Duquesne Light's total system load

is an hourly price service. As of March 2016,96yo of this load has already switched

to an EGS.

Finally, throughout much of the post-transition period process, Duquesne Light has

agreed to a number of initiatives to facilitate customer shopping and to educate

customers about retail choice.2 Similar initiatives now have become common across

electric distribution companies ("EDCs") in Pennsylvania.

8

9

l0

ll

2 I describe some of these initiatives later in my testimony.
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A.

Mr. Fisher, has Duquesne Light facilitated and supported the competitive retail

market over a sustained period of time?

Yes. Duquesne Light has consistently been among the top utilities in the United States in

terms of percentage of total load switched to a competitive supplier. For a number of years,

Duquesne Light has been among the top ten utilities in terms of the percentage of switched

load. As competitive markets have expanded both within and outside Pennsylvania, other

utilities have caught up to Duquesne Light and the Company currently is among the top

fifteen utilities in the United States in terms of percentage of total load switched. As of

March 2016,71%o of the load in Duquesne Light's service area is receiving supply from an

EGS. Customer switching levels generally have increased in Duquesne Light's service area

over time, and Duquesne Light has facilitated and supported the competitive retail market

over a sustained period of time, without boom and bust cycles.3

' I do recall the problems caused by EGS "doughnut" contracts in 2000 and to a smaller extent in 2001, whereby EGSs
sent customers back onto EDC default service for the summer months when market prices were relatively high
(commonly referred to as the "beach syndrome") and then switched customers back to EGS service in the fall when
market prices were relatively low. This problem ultimately led to customer switching rules in Pennsylvania, which
several years later were removed.

6

8

9



Figure 2 Duquesne Light Has Facilitated and Supported the Competitive Retail
Market Over a Sustained Period of Time
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4Q.

5

Since 1999, has Duquesne Light offered the majority of its customers fixed default

service supply rates?

Yes. Duquesne Light has offered the majority of its customers fixed default service supply

rates for many years. Since Duquesne Light became the first major utility in the

Commonwealth to address post-hansition period default service, it negotiated a DSP II plan

with fixed supply rates that began for most customers in early 2002 and were fixed through

December 31,2004. During the DSP III period (January 2005 through December 2007),

Duquesne Light again offered Residential, Small C&I, and Medium C&I customers fixed-

price default service supply rates over a three-year period. During the DSP [V period

(January 2008 through December 2010), Duquesne Light continued to offer Residential and
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Small C&I customers fixed-price default service supply rates over a three-year period, but

began to provide shorter-term market price signals to Medium C&I customers - initially

one-year followed by six-month rate changes. During the DSP V period (January 20ll

through May 2013), Residential customers were offered 29-month fixed supply rates, while

Small C&I customers transitioned from three-year to annual supply rate changes. For

Medium C&I customers, Duquesne Light relied on laddered one-year full requirements

supply contracts, whereby 50%o of the supply was replaced every six months, resulting in

six-month supply rate changes. During the DSP VI period (June 2013 through May 2015),

Residential customers were offered fixed twelve-month default service supply rates, Small

C&I customers were offered fixed six-month supply rates based on laddered twelve-month

contracts, and Medium C&I customers were offered fixed six-month supply rates based on

non-laddered six-month contracts. In DSP VII (June 2015 through May 2017), Residential

and Small C&I customers are offered fixed six-month supply rates based on laddered

twelve-month contracts, and Medium C&I customers are offered fixed three-month default

service supply rates based on non-laddered contracts. It is evident from this history that the

Company has extensive experience offering the majority of its customers fixed default

service supply rates over many years. The length of time that default service supply rates

were fixed for each default service plan are summarized in the figure below for the

Residential and Small C&I procurement classes.

t7
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A.

Figure 3 Duquesne Light has Offered the Majority of its Customers Fixed Default
Service Supply Rates for Many Years

Why has Duquesne Light's retail access program been relatively successful over many

years as compared to other programs?

There are several reasons. First, Duquesne Light chose to tailor its default service offering

to each particular customer group. A key question for policymakers is how often utility

default service rates should adjust to changes in market prices. The optimal frequency

depends upon a number of factors, including customer sophistication, market price

volatility, the number of competitive service alternatives, what customers are accustomed

to, and the costs and benefits associated with exposing customers to greater price volatility.

Duquesne Light's Plan tailors its default service for each customer group taking into account

these considerations.

Second, throughout the restructuring process and post-transition period, Duquesne

Light's management has been committed to retail access and competition, as it has taken

DSP I (January 1999 through
early 2002)

DSP II (early 2002 through
December 31,2004)

DSP III (January 2005 through
December 2007)

DSP IV (January 2008 through
December 2010)

Fixed 36-month rates

DSP V (January 2011 through
May 2013)

Fixed l2-month rates based on a

l7-month and one-year products

Fixed 6-month rates based on
laddered one-year products

DSP VII (June 2015 through
May 2017)

Fixed 6-month rates based on
laddered one-year products

Fixed 6-month rates based on
laddered one-year products

10
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2

significant actions to promote competition while balancing the interests of its customers and

shareholders.a

In particular, I believe the success of Duquesne Light's retail access program has

been remarkable in that it has facilitated and supported the competitive retail market over a

sustained period of time without exposing small customers to significant rate increases,

without the use of opt-out customer assignment programs, and without exposing small

customers to short-term market price volatility.

Mr. Fisher, you show in Figure 2 that in Duquesne Light's service area the percentage

of total customer load that has switched to an EGS generally has increased steadily

over time, but relative to the levels experienced in 2013, the percentage of total

customer load switched to an EGS appears to have declined somewhat in 2014 and

2015. Can you explain what caused this decrease?

The decrease in the percentage of total switched load is primarily attributable to the decrease

in Residential load served by competitive retail suppliers after the market price spikes

experienced in January 2014, often referred to as the Winter 2014Polar Vortex.5 The figure

a For example, Duquesne Light's management proposed a market determination of stranded costs through the voluntary
divestiture ofits generation assets. This provided enorrnous benefits to customers in the form ofaccelerated recovery
ofstranded costs, significant rate reductions, and a faster transition from capped default service rates to default service
rates that are better designed to reflect market price levels, against which EGSs may compete. Duquesne Light was the
first utility in Pennsylvania to develop an hourly pricing program for Large C&I customers. In DSP IV, Duquesne
Light negotiated with EGSs, customer groups, and other parties one of the first Pennsylvania purchase of receivables
("POR") pilot programs, whereby Duquesne Light offered to purchase the receivables of EGSs serving Residential and
Small C&I customers. In DSP V, Duquesne Light expanded the POR program to include Medium C&I customers.
Duquesne Light proposes to continue its POR program throughout the DSP VIII period.

5 Extreme cold weather, natural gas pipeline constraints, and generator unavailability contributed to record electricity
prices in January 2014 in Pennsylvania.
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below shows the change in switched load by procurement group since January 2013. While

switched load has remained relatively constant for other procurement groups, Residential

switched load has fallen from 48olo in Januarv 2014 to 33Yo in March 2016.6r

Figure 4 The Percentage of Residential Load Switched to an EGS Has Declined

Since the Polar Vortex
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Is this more recent decline in the percentage of Residential load switched to an EGS an

indication that Duquesne Light's approved default service plan is not adequately

supporting the competitive retail market?

6 The Residential line in the figure above shows the percentage of switched load for Residential customers only, even
though Residential and Lighting customers are included in the same procurement group.

7 The percentage ofResidential switched load gradually declined throughout 2014 from 48%oto 43%o and experienced
arefativefybigdropinonemonthfrom43o/oinDecember2014to38%oinJanuary20l5. Sincethattime,thepercentage
of Residential switched load has declined eraduallv to 33%o.

7o of Billed kWh with Competitive Supplier

t2
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A. No.

Then, what caused the decrease in switched Residential load following the Polar

Vortex?

Without revealing confidential information, it appears that many Residential customers

returned to Duquesne Light's default service largely due to business decisions made by two

major EGSs, Dominion Retail, Inc. ("Dominion") and FirstEnergy Solutions, Corp.

("FES"). Dominion and FES, both of whom were large suppliers of Residential customers

in Duquesne Light's service area, decided to exit the mass market retail business in the

aftermath of the Polar Vortex. In January 2014, Dominion decided to exit the retail electric

business altogether and sold its retail business a few months later.8 Dominion's exit from

retail markets impacted over 600,000 customers in Texas, Illinois, Ohio, New York,

Pennsylvania, Massachusetts, Connecticut, New Jersey, Maryland, and Maine.e

In August 2014, FES announced that it would not engage in any new retail electric

service contracts with residential and small commercial customers, and that it would allow

its current contracts with such customers to naturally expire.r0'rr FES' decision to exit from

t In March 2014, Dominion Resources announced that it would sell its 600,000-customer retail energy business to
NRG Energy,lnc., Dominion to Sell its Retail Energt Business to NRG, March 13,2014, see Exhibit NSF-I. As a
result, many of Dominion's Residential customers probably were transferred to NRG Energy.

e Dominion'sExitfromRetailElectricBusinesslllustratesRisl<sofMarket,FebruaryT,20l4,seeExhibitNSF-1.

r0 FirstEnergy Fact Book, August 5,2074, p. 53, see Exhibit NSF-1.

rr In September20l5,it was reported that FES had "allowed a large tranche of Duquesne Light customers in Pittsburgh
to lapse. The total number of Duquesne customers supplied by competitive power-generators dropped by 36,000, or
15 percent, in a few months." FirstEnergt Solutions Dropping PECO Customers, August 11,2014, see Exhibit NSF-
L
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residential retail markets impacted about 2.1 million residential customers in Illinois,

Michigan, Pennsylvania, New Jersey, Maryland, and Ohio.r2'r3

It is clear that these business decisions by Dominion and FES were not limited to

Duquesne Light's service area and represented a shift in the corporate strategy of these

companies.

Why did FES and Dominion decide to stop serving mass market customers?

FES stated that it was withdrawing from the competitive residential and small commercial

electric markets in order to better match the output of its generation fleet with its retail sales

in the face of market volatility. "Essentially what we're doing is derisking our business,"

explained Diane Francis, an FES spokeswoman.ra

Similarly, Dominion spokesman C. Ryan Frazier explained, "Pursuing the sale [of

Dominion's electric retail business] is consistent with our strategy of de-risking Dominion

by reducing our exposure to commodity sensitive businesses, thereby relying less on

commodity-based businesses in our asset mix"15 as part of Dominion's strategy to transition

to a more regulated, less volatile earnings mix.16

tz FirstEnergt Bacl$ Out of Residential Markets, August 11,2014, see ExhibitNSF-1.

13 From January 2014 to December 2015, FES reported that it mitigated risk through reduced electricity sales to
weather-sensitive channels, including a 42%o deuease in residential sales. FirstEnergy Fact Book, February 16,2016,
p. 52, see Exhibit NSF-1.

ta FirstEnergt Backs Out of Residential Markets, August 11,2014, see Exhibit NSF-1.

ts Dominion's Exitfrom Retail Electric Business lllustrates Risl<s of Market,February 7,2014,see ExhibitNSF-I.

16 DominionResources, Inc.,Forml0-K,forthefiscalyearendedDecember3l,2014,pp.S, l4g,seeExhibitNSF-I.
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A.

Are there other factors that likely contributed to the decline in the level of Residential

switching in2014 and 2015?

Yes. In the aftermath of the Polar Vortex, some Residential customers in Duquesne Light's

service area, like other electricity customers in Pennsylvania, experienced high bills due to

variable rate plans charged by some EGSs. Shortly thereafter, the Commission received a

record number of inquiries and informal complaints related to high bills.tT

During the bursts of historically cold temperatures known as the polar

vortex in recent winters, customers who had enrolled in a variable rate plan

saw their electric bills skyrocket as wholesale power prices soared. ..'Some

low-quality suppliers shot themselves - and, more importantly, the entire

market - in the foot,' said John Tough, vice president of Business

Development & Operations for Choose Energy, Inc., a San Francisco-based

online service that facilitates customer shopping across deregulated states.

'Through bad variable rates and high renewal rates, the bad suppliers took

over headlines and scared the consumers.' Since April 2014, suppliers

marketing in Duquesne Light Co.'s territory lost 87,000 customers, or 34

percent.l8

These problems contributed to the decline in Residential switching in Duquesne Light's

service area.

t1 Review of Rutes, Policies andConsumer Education Measures RegardingVariable Rate Retail Electric Products,
Docket No. M-2014-2406134 (Order entered March 4, 2014),pp.l-4. Also see Comments of the Office of Consumer
Advocate, AARP, Pennsylvania Utility Law Project and Community Legal Services, Inc. in Docket No. M-2014-
2406134, Review of Rules, Policies and Consumer Education Measures Regarding Variable Rate Retail Electric
P roducts, April 3, 201 4, p. 3-5.

tB RetailElectricMarketstrugglestoGrowinWesternPa.,January2,2016,seeExhibitNSF-I.
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2

3 Small Customers

4 Q. Please summarize Duquesne Light's proposed plan for DSP V[I.

5 A. Under the Plan, unique portfolios of supply products are procured for each of four different

6 customer classes. The supply product portfolios for each customer class are summarized in

7 the fisure below:

8 Figure 5 Duquesne Light Tailors its Supply Portfolios by Customer Class

Reeidential &
Lighting

Six-month fixed
default service

supply rates

Transitioning to

50% ofsupply
from one-year and

50% ofsupply
from two-year full
requirements

supply products

with laddered

purchases

Products are

procured every six
months within
three months of
start ofdelivery

Approximately
3loh oftotal
system load

Small C&I
(< 25 kril)

Six-month fixed
default service

supply rates

Transitioning to

50% ofsupply
from one-year and

50% ofsupply
from two-year full
requirements

supply products

with laddered

purchases

Products are
procured every six
months within
three months of
starl of delivery

Approximately
5%o oftotal
system load

MediumC&I
E 25 kW rnit < fl10 kWltr

o Three-month fixed

default service

supply rates

o l00Yoofsupply
from three-month

full requirements

supply products

that are not

laddered

o Products are
procured every
three months within
three months of
start of delivery

Approximately
l9%o oftotal system

load

Large Cet
e3oo kw),0

Hourly price

default service

supply rates

l00olo of customer

usage priced atday-
ahead hourly
energy pnces

Pass through of
other PJM and

administrative costs

New RFP process

where product is

procured every

twelve months

within three months

of start of delivery

Approximately
45o/o of total system

load

le The Company proposes to lower the upper threshold for the Medium C&I class from < 300 kW to < 200 kW on June

1,2019.

20 The Company proposes to lower the threshold for hourly price service from > 300 kW to > 200 kW on June 1,2019.
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Large C&I customers, which comprise approximately 45Yo of the total load in

Duquesne Light's service area,zt will be offered default service rates based on hourly day-

ahead market prices.

Medium C&I customers, which comprise approximately l9o/o of the total load in

Duquesne Light's service area, will be offered three-month fixed price default service rates.

In DSP VIII, Medium C&I rates will be based on quarterly procurements of three-month

products that are not laddered.

Small C&I customers, which comprise approximately 5%o of the total load in

Duquesne Light's service area, will be offered default service supply rates that adjust every

six months, and these rates will be based on a combination of laddered one-year contracts

and laddered two-year contracts procured every six months with overlapping delivery

periods.

Residential & Lighting ("Residential") customers, which represent about3l%o of the

total load in Duquesne Light's service area, also will be offered six-month fixed price default

service supply rates. Like Small C&I rates, Residential rates will be based on a combination

of laddered one-year contracts and laddered two-year contracts procured every six months

with overlapping delivery periods.

In Duquesne Light Statement No. 2, Mr. Peoples describes the procurement

processes for the different customer procurement groups in more detail.

2l This percentage would increase to about 5l% when the threshold is lowered from > 300 kW to > 200 kW.
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Please summarize the changes Duquesne Light is proposing with respect to its

procurement portfolios for Residential and the Small C&I classes.

The Company is proposing to transition to a product mix consisting of 50% laddered one-

year fixed-price full requirements ("FPFR") supply contracts and 50%o laddered two-year

FPFR supply contracts. Currently, the Company relies exclusively on laddered one-year

FPFR supply contracts to serve these customers.

How will the Company's proposal to modify the Residential and Small C&I supply

portfolios benefit default service customers?

The mix of one-year and two-year FPFR products in Duquesne Light's Residential and

Small C&l default service supply portfolios, and the semi-annual overlapping of their

delivery periods, will provide these customers greater assurances of price stability than the

Company's current supply portfolios, which rely exclusively on one-year FPFR products.

This is true for several reasons. First, the inclusion of fixed-price two-year products in the

supply portfolio will smooth out rate fluctuations over time. Second, the procurement

approach will transition from the current cycle in which 50% of the supply is replaced every

six months to a cycle in which 37.5% of the supply is replaced every six months.22 Third,

the Company will transition from the current method of relying on supply purchased on two

different solicitation dates to determine the default service supply rate at any given point in

22 Currently, solicitations are held every six months, and in each solicitation 50% of the supply requirement is procured
in the form of one-year products. Under the proposed plan, Duquesne Light will transition to a cycle in which
solicitations are still held every six months, but in each solicitation 25%o of the supply requirement is procured in the
form of one-year products and l2.5Yo ofthe supply requirement is procured in the form of two-year products.
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time to one where the default service supply rate at any given point in time will be based on

supply procured on four different solicitation dates. The key features of the two supply

portfolios are summarized in the figure below:

Figure 6 Duquesne Light's DSP VIII Plan Offers Residential and Small C&I
Customers Greater Assurances of Price Stability than DSP VII

These modifications reduce the likelihood of significant rate changes due to adverse

circumstances or market conditions at any given time. Thus, the Plan is designed to offer

greater assurances of price stability for all Residential and Small C&I customers who do not

affirmatively select service from a competitive retail supplier while maintaining semi-annual

rate changes. Finally, it is important to recognize that neither the DSP VII nor the DSP VIII

Plan require that l00Yo of the supply be replaced over a short period of time (a "hard stop"),

which would expose Residential and Small C&I customers to unnecessary rate instability

and risks.

t9

100%o one-year
507o one-year
507o two year

Percent of Supply Replaced in
Each RFP

The Default Service Supply Rate
at any Given Time is Based on
Supply Procured on .L Different
Solicitation Dates

Hard stops (i.e., where 100% of
supply needs to be procured)

(") Time is required to hansition from DSP VII to DSP Vil.
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A.

Do small customers generally support having stable and reliable default service rates?

Yes. It has been my experience that small customers and their consumer advocates generally

support reasonably priced, stable and reliable default service rates and tend to encourage the

use of longer-term supply products procured at different points in time to achieve these

goals. Electric rate stability has long been recognized as a desirable feature, especially for

those small customers who, for whatever reason, do not elect service from a competitive

retail supplier, because it supports affordability, budgeting, and planning.

a.

A.

Has the Commission recognized the value of providing customers price stability?

Yes. The Commission has explicitly acknowledged that price stability is an important

consideration in developing a default service plan:

In implementing default service standards, the Commission must be

concerned about rate stability as well as other considerations such as

ensuring a "prudent mix" of supply and ensuring safe and reliable service.

In our view, a default service plan that meets the "least cost over time"
standard should not have, as its singular focus, the achievement of the

absolute lowest cost over the default service plan time frame but rather a

cost for power that is both relatively stable and also economical relative to

other options.23

Price stability benefits are very important to some customer groups, so an

interpretation of "least cost" that mandates subjecting all default service

customers to significant price volatility through general reliance on short

term pricing is inconsistent with Act 129's objectives.2a

Sec ond Default Servic e Rulemaking Or der, p. 40.

Second Default Service Rulemaking Order,p. 47.
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This is an important consideration because small customers generally realize the greatest

benefits from default service price stability. Some small customers who need price stability

may not have the time, incentive, knowledge, sophistication, or resources to elect an EGS

offering that provides the price stability at reasonable levels that they seek. I am advised by

counsel that Act 129 is consistent with this position, as it requires that a default service plan

include a "prudent mix" of contracts that takes into account any benefits of price stability.2s

Why do you believe that default service for Residential and Small C&I customers

should offer rate stabilitv at market-based levels?

A key question forpolicymakers is whattype of default service is appropriate for Residential

and Small C&I customers who, for whatever reason, do not choose an EGS. For instance,

what type of default service would you want your 90-year old grandmother on with a fixed

income? Or what type of default service would you want a low-income customer on who is

working three jobs to make ends meet? I wholeheartedly support competition among EGSs

for small customers who have the time, energy, and sophistication to seek out and

confidently choose an offering from an EGS that provides the type of product or stability of

pricing that the customer needs or desires. But I do not support an approach that entails

removing the benefits to small customers of stable and market-based pricing in their default

service offering, in an effort to make the default service offering unnecessarily volatile

simply to increase the number of small customers who switch to an EGS.

25 66Pa. C.S, $ 2807(eX3.a), and Act 129 of 2008 (Preamble).
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I do not believe that it is good public policy to rely solely on EGSs to provide stable

rates to Residential and Small C&I customers at this time for a variety of reasons. There are

many reasons why customers may choose to switch to an EGS or remain on default service.26

I am particularly troubled by the proposition of relying on EGSs to provide reasonable,

stable rates to relatively weather-sensitive Residential and Small C&I retail customers in the

aftermath of the Polar Vortex. As I noted earlier, several notable EGSs have reconsidered

their retail business strategies and have decided to exit the business of making direct sales

to mass market customers. FES stated that, "What we've seen, especially coming out of the

polar vortex in January, is that volatility of the electric market is reducing our ability to offer

long-term stable pricing to customers."27 Furthermore, ConEdison Solutions, released a

white paper entitled the "2013-2014 Winter Polar Vortex," which stated that a number of

small, less-financially stable competitive suppliers went out of business as a result of that

winter's events - and customers served by such suppliers had their EGS contracts broken

and were dropped back to their utility's default service.2s The costs and risks of providing

fixed-price service to weather-sensitive Residential and Small C&I customers are relatively

higher than the costs and risks of providing fixed-price service to Large C&I customers,

whose usage is generally much less weather sensitive. The exit from the mass market retail

26 Customers may switch to an EGS for a variety of reasons, including customer assignment, customer savings, value-
added services, and/or volatile default service rates. Customer-specific attributes (e.g., education, income, electricity
usage, age, spare time, etc.) also may impact the propensity of certain customers to switch to a competitive supplier.
While Residential and Small C&I customers are interested in reducing their electricity costs, they currently do not have
the same interest as Large C&I customers to research the market and make efficient service decisions, especially given
their equally-competing interests to eam a living, raise children, and tend to home needs. Furthermore, they generally
have a lesser understanding ofthe benefits and risks associated with accepting one potential service offer versus another,
and a lesser ability to engage in frequent and consistent "market checks" to ensure that their electricity price is
sufficiently competitive or is stable.

27 FirstEnergt Bacl<s Out of Residential Markets, August 11,2014, see Exhibit NSF-I.

28 ZOl3-20t4 Winter Polar Vortex, ConEdison Solutions, July 2014,p. 4, see ExhibitNSF-1.
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business by both large, well-funded EGSs and less financially stable EGSs highlights the

continued importance of default service supply rate stability for Residential and Small C&I

customers.

Will Duquesne Light's Default Service Plan support the competitive wholesale

market?

Yes, the Company will rely on competitive wholesale market purchases to obtain supply for

its default service. These competitive market purchases will be in the form of formal RFP

processes with standardized bidding procedures. In DSP VIII, Duquesne Light proposes to

continue relying on competitive wholesale markets to provide fixed-price full requirements

service for the benefit of Residential, Small C&I and Medium C&I customers, as well as

competitive wholesale solicitations to obtain third-party suppliers to provide hourly price

default service for Large C&I customers.

What are the benefits of relying on competitive wholesale markets to provide fixed-

price full requirements service?

In a procurement approach involving FPFR product solicitations, bidders compete on the

basis of the lowest price to satisfy all aspects of the default service customers' load

requirements at a fixed $/IVIWH price, regardless of how the load, future market conditions,

and/or generation costs vary.

The use of a competitive process to procure a full-requirements product is designed

to induce competitive bidding among suppliers, and thereby obtain the lowest price for the
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t4

l5

product. Since bidders in the proposed solicitations will compete on the basis of price, any

party that desires to be a winning bidder in such a solicitation must submit a bid price that

reflects its best judgment about the least-cost means of satisfying the supply obligations.

Therefore, it is reasonable to assume that bidders in the proposed full requirements

solicitations will consider the costs and risks associated with all forms of supply, and will

reflect in their bid prices the benefits of any opportunity that they believe is the least-cost

supply opportunity. Consequently, those suppliers who are the best portfolio managers in

terms of handling the associated supply costs and risks that the fixed-price full requirements

obligation requires them to assume to the benefit of customers are likely to place the lowest

bids in the competitive solicitations. Thus, the procurement process is intended to rely on

the skills of the most adept suppliers to achieve the least cost for customers.

Mr. Fisher, you have described how Duquesne Light's Plan obtains the benefits of the

competitive wholesale market, but is the Company's Plan also designed to support the

competitive retail market?

Yes. During the DSP VIII period, Duquesne Light will continue pre-established retail

market initiatives. Duquesne Light's proposed DSP VIII Plan also supports the competitive

retail market by including competitive solicitations for FPFR default service supply

products. The use of FPFR products helps to provide a more transparent price-to-compare

benchmark against which customers can compare competing retail offers. Minimal over-

and under-collections that result from the use of FPFR products will enhance rate

transparency for competitive retail supply decisions. Furthermore, EGSs will compete

against market-based default service rateso as the default service rates will be based on the

A.

24
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prices for supply products obtained through competitive solicitations in which multiple

bidders compete to sell the products solely on the basis of price.

Since Duquesne Light has generally shortened its supply product delivery periods in

recent DSP plans, do you believe the proposed inclusion of two-year contracts into the

pre-existing portfolios of one-year contracts for the Residential and Small C&I default

service supply customers represents a step "backward" with respect to the

development of the competitive retail market?

No. The inclusion of two-year contracts in the Residential and Small C&I portfolios

represents a step forward in providing greater assurances of price stability for small

customers. There is no convincing evidence that maintaining the supply portfolios

consisting entirely of shorter-terrn, one-year default service products would better facilitate

the development of the competitive retail market with regard to Duquesne Light's

Residential and Small C&I customers. In fact, Duquesne Light's proposed supply product

portfolio will facilitate retail competition by providing a more predictable default service

rate, making it easier for EGSs to market savings off of the default service rate and for

customers to compare EGS offers with default service rates to more confidently make retail

supply decisions. As discussed earlier, the Company has extensive experience offering the

majority of its customers fixed default service supply rates and has fostered one of the more

successful retail access programs in the country during this time.

Do other Pennsylvania EDCs rely on two-year products to supply default service to

small customers?
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A. Yes. Both PECO and FirstEnergy include two-year products in their supply portfolios to

serve Residential default service customers. PECO's current supply portfolio consists of

approximately 60% two-year products and 40%o one-year products to serve residential

default service customers,2e and the FirstEnergy EDCs' supply portfolios consist of 50o/o

two-year products and 50Yo one-year products to serve both residential and small

commercial default service customers.30 Duquesne Light's DSP VIII Plan would more

closely align its Plan with those of PECO and FirstEnergy, offering small customers similar

levels of price stability.

What changes is Duquesne Light proposing with respect to its Large C&I customer

default service plan?

For the Large C&I class, the Company is proposing to make several significant changes.

First, effective June 1,2017, the Company is proposing to simplify the structure and

administration of the hourly price service in an effort to lower the Company's administrative

costs that hourly price service customers pay. Second, while the Plan continues to provide

hourly day-ahead market pricing to Large C&I default service customers, Duquesne Light

will no longer procure this supply directly from PJM, but instead it will procure this supply

in the form of non-laddered twelve-month supply products procured through competitive

RFP processes. Third, once these changes are in place and have been tested, the Company

2e PECO's proposed supply portfolios in DSP IV contain a mix of one-year and two-year supply products to serve both
residential and small commercial default service customers. The residential portfolio consists of about 60Vo two-year
and 40Vo one-year products, while the small commercial portfolio consists of 50% two-year and 50%o one-year products.

30 Both FirstEnergy's existing supply portfolio in DSP III and its proposed DSP IV portfolio contain one-year and two-
year supply products for residential and small commercial customers (defined as commercial customers with peak

monthly demands not to exceed 400 kW or all customers served at secondary voltage in the case ofPenn Power).
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is proposing to lower the kW threshold for hourly price service from > 300 kW to > 200 kW

beginning on June 1,2019.31

Is the Company proposing any other changes with respect to its supply portfolio?

Yes. During the course of the DSP VIII Plan, the Company is proposing to evaluate the

benefits of entering into long-term solar contracts at some point during the DSP VIII period.

Duquesne Light witness Davis discusses the Company's solar proposal in his direct

testimonv.

Duquesne Lieht's Default Service Plan Satisfies the Requirements of Act 129 bv
Incornoratine a Prudent Mix of Contracts Desisned to Ensure Least Cost to
Customers Over Time. Takins Into Account the Benefits of Price Stabilitv. and It
Includes Prudent Steps Necessarry to Obtain Least Cost Generation Supplv

Act 129 requires a default service plan to procure a prudent mix of contracts, and

include prudent steps necessary to obtain least cost generation supply contracts on a

long-term, short-term and spot market basis.32 What guidance has the Commission

provided in interpreting that standard?

On October 4,2011, the Commission entered its Second Default Service Rulemaking Order,

and in this Order it provided guidance based on input received from stakeholders. Some of
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3l Duquesne Light witness Peoples discusses the proposed
testimony.

32 66Pa. C.S. $ 2807(e)(3.4), and 66 Pa. C.S. $ 2807(eX3.7).
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the Commission's guidance regarding the interpretation of "least cost" and "prudent mix"

is as follows:

[T]he f"least cost"] standard must give the DSP suffrcient latitude to select

contracts that constitute a "prudent mix" which includes a sufficient variety

of products that adequately take into consideration price volatility, changes

in generation supply, customer usage characteristics and the need to assure

safe and reliable service.33

In implementing default service standards, the Commission must be

concerned about rate stability as well as other considerations such as

ensuring a "prudent mix" of supply and ensuring safe and reliable service.

In our view, a default service plan that meets the "least cost over time"
standard should not have, as its singular focus, the achievement of the

absolute lowest cost over the default service plan time frame but rather a

cost for power that is both relatively stable and also economical relative to
other options.3a

Price stability benefits are very important to some customer groups, so an

interpretation of "least cost" that mandates subjecting all default service

customers to significant price volatility through general reliance on short

term pricing is inconsistent with Act 129's objectives.3s

We agree with the majority ofparties that the "prudent mix" of contracts be

interpreted in a flexible fashion which allows the DSPs to design their own

combination of products that meets the various obligations to achieve "least

cost to customers over time," ensure price stability, and maintain adequate

and reliable service.36

" Default Senice and Retail Electric Markels, Docket No .L-2009-2095604 (Order entered October 4, 2011) ("Second
Default Service Rulemaking Order"), p.38.

3a Second Default Service Rulemaking Order, p. 40.

3s Second Default Service Rulemaking Order, p.41.
36 Second Default Service Rulemaking Order, p.60.
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We do reject the positions of those parties that "prudent mix" be defined to

always require a specific mix or percentage of types of contract components

in each default service plan or a minimum of two types of products.3T

Do you believe that Duquesne Light's proposed DSP VIII incorporates a prudent mix

of contracts, and includes prudent steps necessary to obtain least cost generation

supply contracts, as required by Section 2807(e)(3.4) and Section 2807(e)Q.7) of Act

129?

Yes, I do. There are several reasons for this conclusion:

l. The procurement process is designed to ensure the least cost to customers by requiring

qualified bidders in the supply product solicitations to compete and be selected based on

the lowest price. Furthermore, when FPFR products are solicited, default service

customers are provided the benefits of competition on all aspects ofthe full requirements

supply obligation, including the portfolio management function.3s It is reasonable to

assume that bidders in the FPFR solicitations will consider the costs and risks associated

with all forms of supply available to them to satisfy their fixed-price full requirements

obligation, and will reflect in their bid prices the benefits of any opportunity that they

believe is the least cost supply opportunity.

Duquesne Light's Plan relies on FPFR default service supply products, which are well-

tested in the marketplace. These products have been successfully procured by Duquesne

37 Second Defoult Service Rulemaking Order, p.60.

3E FPFR product suppliers have the responsibility for continuously satisfying the uncertain and constantly changing
supply requirements at the agreed-upon price, and therefore must manage the associated costs and risks through their
supply portfolio decisions.
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Light, and are frequently procured by utilities in Pennsylvania and in other

jurisdictions.3e

3. The Commission has recognized the benefits of reliance on full requirements products

in a default service portfolio, as it stated in its Second Default Service Rulemaking

Order:

The ffull requirements] process insulates default supply customers from the

volatility associated with wholesale market conditions with the supplier

bearing the risks of factors such as customer migration, weather, load

variation and economic activitv.4o

We do express a preference for continued reliance by DSPs on the [full
requirements] approach to the extent this method best suits the DSP's
particular procurement needs.a I

The seller of a FPFR product is responsible for assuming, managing, and covering the

financial costs and risks associated with electricity supply, while customers receive

benefits that protect against adverse market and/or generation cost outcomes. Sellers of

FPFR products must satisfy their obligation, regardless of how much market prices or

generation costs may increase during the delivery period and regardless of the default

service load level. Yet if market prices decrease after these types of supply contracts are

signed, customers may elect service from a lower cost competitive retail supplier.

4. Duquesne Light's Plan continues the use of a standard supply contract (referred to as a

supply master agreement or "SMA"), which lets bidders know the terms and

3e Examples of specific jurisdictions in which full requirements supply products are procured include Connecticut,
Delaware, Maine, Maryland, Massachusetts, New Jersey, Ohio, Pennsylvani4 Rhode Island, and Washinglon D.C.

a0 Second Default Service Rulemaking Order, p. 54.

at Second Default Semice Rulemaking Order,p.56.
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requirements of the default service supply obligation well in advance of the bid due date,

and therefore allows qualified bidders to submit firm bid prices knowing that these

contract terms and conditions will not change. The use of a standard SMA also assures

qualified bidders that the selection of the winning bidders will be an objective process

and encourages participation in the solicitations from a large number of potential

suppliers.

5. Duquesne Light's Plan is also prudent because it includes tailored supply portfolios for

different customer classes that take into account the benefits of price stability, the

different shopping propensity of each customer class, and the desire to develop the

competitive retail market in Duquesne Light's service area.4z

Does Duquesne Light's Plan satisfy Section 2807(e)(3.1) of the Act, which requires that

supply be acquired through competitive procurement processes?

Yes, Duquesne Light's Plan satisfies this requirement. Section 2807(e)(3.1) provides that

the default service provider shall acquire electric power through competitive procurement

processes including one or more of the following: auctions, RFPs, and/or bilateral

agreements entered into at the sole discretion of the default service provider. Duquesne

Light's Plan satisfies Section 2807(e)(3.1) by relying on open and competitive solicitation

a2 In its Second Default Service Rulemaking Order,whendiscussing the "prudent mix" requirement under Act l29,the
Commission stated: "The Commission notes there was substantial unanimity on this point and agrees with the parties

that the "prudent mix" standard should be interpreted to allow for a class-specific product mix that best matches the
needs of each DSP customer class. Second Default Service Rulemaking Order,p.69.
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processes utilizing RFPs for full requirements supply contracts to obtain its default service

supply for all its customers.a3

Do you believe that Duquesne Lightos Plan includes prudent steps necessary to

negotiate favorable generation supply contracts, as required by Section 2807(e)(3.7) of

the Act?

Yes. Duquesne Light's Plan requires bidders to compete with each other, on the basis of

lowest price, in an RFP process to provide default service supply at the least cost.

Do you believe that Duquesne Light's Plan is designed to ensure adequate and reliable

service, as required by Section 2807(e)(3.4) of the Act?

Yes. First of all, the supply contracts contain protections to provide reliability with respect

to the sellers' ability to satisfy the terms and conditions of the contracts. Under Duquesne

Light's Plan, suppliers must satisfy certain requirements (including being a member in good

standing of PJM) that help ensure that they are able to perform their obligations.

Furthermore, since all load served under the contracts will be supplied through PJM,

regardless of whether the winning default service supply bidders own or control generation,

reliable and adequate service is further ensured. PJM is a FERC-approved regional

transmissionorganization with a central responsibility to ensure the reliability of its regional

electricity grid of which Duquesne Light is a part, and has numerous mechanisms in place

a3 As described by Duquesne Light Witness Davis, the Company also will follow the Act 129 requirements related to
supply procurement if it enters into a long-term solar contract.
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to meet this responsibility. PJM helps to ensure service adequacy because all of the

fundamental components of electricity supply can be purchased through PJM. In the event

that a default service supplier defaults on its contract, Duquesne Light can procure the

physical supplies necessary to ensure adequate and reliable service to satisfy its default

service obligations.

Do you believe that Duquesne Light's Plan is consistent with the requirements of the

Act, given that Section 2807(e)(3.2) contemplates inclusion of a prudent mix of spot

market purchases, short-term contracts, and long-term purchase contracts with a term

of more than four years and not more than 20 years?

Yes. While I am not an attorney, my understanding is that Act 129 requires a "prudent mix"

of spot, short-term and long-term contracts, but does not necessarily mandate the use of all

types of contracts in all situations. As noted earlier, the Commission has previously stated

that it rejects the positions of those parties that a "prudent mix" be defined to always require

a specific mix or percentage of types of contract components in each default service plan or

a minimum of two types of products.aa In fact, Duquesne Light has operated for many years

under Commission-approved default service plans without having a long-term contract with

a term of more than four years. However, it is worth noting that as a part of its DSP VIII

filing, the Company is proposing to rely on an hourly day-ahead spot market purchase

product to supply the default service of Large C&I customers and is also proposing to

A.

aa Second Default Service Rulemaking Order, p.60.

aa
JJ
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evaluate the benefits of entering into long-term solar contracts at some point during the DSP

VIII period.

Mr. Fisher, does Duquesne Light's proposed DSP VIII include a reasonable degree of

flexibility to accommodate the possibility of future changes in the default service

supply approach and the possibility of new retail market initiatives?

Yes. Duquesne Light's proposed DSP VIII incorporates this flexibility in several ways.

First, the default service supply product portfolio for the Large C&I and Medium C&I

procurement classes does not include any supply products with delivery periods that extend

beyond May 31, 2021, the end of the DSP Vm period. As a result, the Commission can

easily adopt a similar plan or a very different plan for the period starting June 1, 2021,

without facing situations involving pre-existing default service supply products for these

customer classes with deliveries that extend beyond the DSP VIII period.

Second, the solicitations for Residential and Small C&I supply products with

delivery periods that extend beyond May 31, 2021 (the end of the DSP VIII period) do not

begin to occur until September 2019.45 As a result, there is a significant amount of time

before commitments to new supply products extending beyond the DSP VIII period are

made, should changes need to be made due to legislative or regulatory mandates. In the

meantime, these solicitations remain scheduled because they allow for the option for a fairly

seamless continuation of the laddered procurement cycle as Duquesne Light transitions from

a5 And the supply product obtained in this solicitation that extends beyond May 31, 2021 represents only 12.5% ofthe
default service load.
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DSP VIII to DSP IX,a6 and they avoid subjecting Residential and Small C&I customers to a

"hard stop" with regard to their supply products at the end of the DSP Vm period. This is

consistent with the approach approved by the Commission in DSP VI and DSP VII, and it

helps to avoid the need to replace a large portion of default service supply in a short period

of time at the end of the DSP Vm period. Customers could be exposed to magnified risks

and rate instability if a default service plan were to require that a large portion of the

customers' default service supply be procured in a short period of time, as evidenced by the

possibility of adverse short-term market conditions like those which existed during the Polar

Vortex in January 2014.

Mr. Fisher, are you familiar with the end state model for default electric service that

the Commission proposed in its Default Service End State Order?47

Yes. For Residential and Small C&I customers, the Commission proposed a significant

shortening of the term lengths of the default service supply products.a8 Specifically, the

Commission proposed that customers with peak demands below 100 kW, including

Residential customers, be served entirely by FPFR products with 90-day delivery periods,

procured each quarter. This supply portfolio would consist of substantially shorter-term

supply products for small customers than the products currently included in the major

a6 Inits Second Default Service Rulemaking Order,the Commission recognized the importance of "laddering" contracts
in procuring default service supply. Specifically, the Commission stated, "We agree with those parties that utilizing
such practices as laddering contracts, with varying procurement periods and contract durations over multiple
procurements provide definite benefits in terms of minimizing the impacts of market volatility and decreasing customer
isk." (Second Default Service Rulemaking Order, pp.62-63.)

a7 Investigation of Pennsylvania's Retail Electricity Market: End State of Default Serttice, Docket No.I-2011-2237952
(Order entered February 15,2013) ("Default Service End State Order").

a8 Deftautt Service End State Order, p.41.
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Pennsylvania Electric Distribution Companies' approved default service plans for these

customers, as the current supply portfolios contain many products with one-year and two-

year delivery periods.ae

In the Default Service End State Order, did the Commission recognize that some of its

proposed changes may require amendments to existing legislation?

Yes, the Commission acknowledged that procuring only a 90-day default service product

for Residential and Small C&I customers may require a change to the existing statutory

procurement standard, and in any event a legislative change was desirable for a variety of

reasons.so The Commission therefore determined that it would be "well-served to ensure

that the General Assembly is supportive of our overall policy direction on matters as

important as the retail market for electricity."sr To date, such changes have not been adopted

by the General Assembly.

ae Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company, Pennsylvania Power Company
and llest Penn Power Company for Approval of Their Default Service Programs, Docket Nos. P-2013-2391368,P-
2013-2391372,P-2013-2391375,P-2013-2391378 (Order entered lu'ly 24,2014),pp.7-8,23; Petition of PECO Energt
Company for Approval of its Default Service Program for the Periodfrom June I , 2015 through Mry 3 I , 2017,Docket
No. P-20 I 4-2 409362 (Order entered December 4,2014), pp. 7 , 26;' Petition of Duquesne Light Company for Approval
of a Default Service Programfor the Periodfrom June 1, 2015 through May 31, 20I7,Docket No. P-2014-2418242
(Order entered January 15, 2015), pp. 5, 16, 17; Petition of PPL Electric Utilities Corporationfor Approval of a Default
Service Program and Procurement Planfor the PeriodJune 1,2015 through Mq) 31, 20l7,Docket No. P-2014-
2417907 (Order entered January I 5, 20 1 5), pp. 7, 19, 29.

50 Deftault Service End State Order, pp. 16,41,43,45-46, 48.

5r Deftault Service End State Order, pp. 45-46.
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Do you believe that there are sufficient reasons to shorten the term lengths of the

products proposed in Duquesne Light's DSP VIII supply portfolios for Residential and

Small C&I customers?

No. I do not believe that there are sufficient reasons to shorten the term lengths of the

products in Duquesne Light's Residential and Small C&I default service supply portfolios

at this time. As I noted earlier, the Commission has explicitly acknowledged that price

stability is an important consideration in developing a default service plan. Accordingly, in

assessing the relative merits and drawbacks of a portfolio consisting of generally shorter-

term products, it must be recognized that such a portfolio would erode the assurances of

price stability provided to default service customers. This is an important consideration

because small customers generally realize the greatest benefits from default service price

stability. Some small customers who need price stability may not have the time, incentive,

knowledge, sophistication, or resources to elect an EGS offering that provides the price

stability at reasonable levels that they seek. The mix of one-year and two-year FPFR

products in Duquesne Light's Residential and Small C&I DSP VIII supply portfolios, and

the semi-annual overlapping of the delivery periods for those products, are important to

insulate customers from sudden and large price fluctuations. In contrast, supply portfolios

with generally shorter-term products would unnecessarily increase customers' exposure to

substantial price fluctuations. Act 129 appears to be consistent with this position, as it

requires that a default service plan include a "prudent mix" of contracts that takes into

account any benefits of price stability.s2

s2 66Pa. C.S. $ 2807(e)(3.4), and Actl29 of 2008 (Preamble).
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Does this conclude your direct testimony?

Yes, it does.
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VERIFICATION

I, Neil S. Fisher, Principal, The NorthBridge Group, hereby state that the testimony set forth in

Duquesne Light Statement No. 3 is true and correct to the best of my knowledge, information and belief, and

that if asked orally at a hearing on this matter, my answers would be as set forth herein.

I understand that the statements herein are made subject to the penalties of 18 Pa.C.S. $ 4904 relating

to unsworn falsification to authorities.

fue
Date: April 29,2016 Neil S. Fisher, Principal, The NorthBridge Group
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Dominion to sell its retail energy business to NRG Page 1 of6

Dominion to sell its retail energy business
to NRG
March 13, 2014 9:13 AM

By Michael Sanserino / Pittsburgh Post-Gazette

Dominion Resources announced Tuesday that it would sell its 600,000-customer retail energy
business to NRG Energy Inc., but the acquisition, expected to be finalized by the end of the month,
could threaten local jobs.

NRG, based in Princeton, N,J., will acquire Dominion's customer accounts and its Cirro Energy
unit, based in Texas, spokeswoman Pat Hammond said.

Since NRG is adding only lhe customer accounts, and not the entire retail energy business, the
employees who used to service those accounts for Richmond, Va.,-based Dominion will remain
with Dominion.

Dominion spokesman Ryan Frazier said all decisions affecting Dominion's retail energy business
employees will be made "during the transition."

Dominion has Pittsburgh offices in the D.L, Clark Building on the North Shore.

NRG plans to service the new accounts with its own employees. The company also has offices in
Houston.

Dominion's retail energy business serves customers in Pennsylvania, lllinois, Maryland,

Massachusetts, New Jersey and New York, and Cirro Energy serves customers in Texas. lts
northeast division accounts for 80 percent of its retail customers.

Terms of the dealwere not disclosed.

NRG already has electric customers in the Pennsylvania market as one of the state's numerous

competitive energy suppliers.

Get unlimited digital access - web, mobile, tablet, apps and more. (https://my.post-

gazette,com/pu rchase)

Join the conversation:
Commenting policy (http://www,post-gazette.com/frontpagel2OOBIOT13l/Guide-to-

commenting/stories/2OO8O7310458) J How to report abuse

http://powersource.post-gazette.com/powersouce/companiesl2}t4l03ll3iDominion-to-sell-... 3/812015



Dominion's exit from retail electric business illustrates risks of
market

Rod Kuckro, E&E reporter

EnergyWre: Friday, February 7,2014

The polar vortex that slammed the eastern half of the nation in early January may have been the
last straw for Dominion Resources Inc., the Richmond, Va.-based energy company that on Jan,
31 abruptly said it would sell its unregulated retail electric business as soon as possible,
preferably by the end of the first quarter.

Analysts are pondering whether Dominion's decision, announced during its fourthquarter and
year-end 20'13 earnings call, is a one-off indication of a business poorly managed or a signal that
other large players in the competitive retail electrlc markets may be experiencing similar financial
pressures. Already, some smaller retail providers have succumbed by defaulting, unable to raise
the collateral needed to continue in business.

"Retailers can really get hurt by spiking power prices particularly if they lightened up on risk
control hedging strategies after an extended period of benign power prices and efforts to preserve
some profitability in a world of depressed margins," Credit Suisse analysts wrote in a note Jan. 30
on what the polar vortex means for power eamings.

Dominion was among a group of companies with retail operations including Consolidated Edison
Inc,, Exelon Corp., FirstEnergy Corp. and Centrica PLC cited by Credit Suisse as being at risk of
an eamings hit.

Two distinct events of extreme weather over a large geographic region in January rattled
electricity markets in the PJM Interconnection, ISO New England and the New York lndependent
System Operator as prices soared past $1,000 per megawatt-hour for the first time. In PJM at
times, even prices for power during off-peak hours ranged from $250 per MWh to $500 per MWh,
well above the more seasonal prices in the $40-$50-per-MWh tttngs.

The price spikes that continue to a lesser degree this week are largely due to constrained
supplies of natural gas, which produces an ever{rowing share of electricity in the Northeast and
mid-Atlantic.

For the more than 600,000 customers of Dominion Retail in Texas, lllinois, Ohio, New York,
Pennsylvania, Massachusetts, Connecticut, New Jersey, Maryland and Maine, there was no
reason for alarm.

Customers held fixed-price contracts that required Dominion to deliver electricity no matter how
much it would cost to procure when the supplier inevitably had to go to the open market to satisfy
demand. ln Maryland for example, as of yesterday Dominion was advertising contracts through
December 2015 for 9.59 cents per kilowatt-hour. That means customers would get all the
electricity they wanted for less than 10 cents per kWh, even if Dominion had to pay exponentially
more for ib supplies.

Precisely what prompted Dominion's decision is unclear. Spokesman C. Ryan Frazier declined a
request to have an executive elaborate on the deciEion. "Pursuing the sale is consistent with our
strategy of derisking Dominion by reducing our exposure to commodity sensitive businesses,
thereby relying less on commodi$-based businesses in our asset mix. We are not in a position to
provide further detail at this point," Frazier wrote in an email.



Dominion GEO Tom Farrell raised more questions with his comments during the earnings call.
'We continue to fine-tune our business model," Farrell said, noting that "the sale process is
underway."

"lfs all you have seen from the lot of our colleagues in the industry that have these retail
businesses," he said. "The margins in the electric side of business have been shrinking. And you
see increased volatility happening, ... lt just doesn't fit our business model."

'Load mismatch'

Dominion is not exiting its retail natural gas business, which has more than 500,000 customers,

"Gas is a very different business," Fanell said. "Our products and services are a very different
business because of where we sell the electricity in those regular retrail markets and where we
have assets - you don't have a matching capability of any real significance."

That "matching capability" may refer to the ability - of lack thereof - of a retail supplier like
Dominion to use a fleet of merchant generation plants to ramp up and provide electricity at a
lower price than in the open marl<et in times of high demand. Credit Suisse called it "load
mismatch" in 'tts report, defined as the difference between gross generation and retail sales.

As one Wall Street observer noted, Exelon and FirstEnergy "both have large generation assets to
back their retail positions and are able to generate enough electricity from existing power plants
to serve the incremental demand."

But the result for Dominion, said the observer, who would speak only on condition of anonymity,
was that it likely "lost north of $100 million" during the polar vortex. "They panicked" after buying
power in the open market in excess of $300 per MWh, the observer said, "and lost so much
money already in January that they had no choice. You don't even have to have more than two
[bad] days to lose $100 million. Thats the beauty of the retail business -- when it works it works,
but when it doesn't, it can basically kill you in a couple of hours."

Todd Shipman, a utility analyst with Standard and Poor's, agreed that Dominion didn't have the
merchant generation to balance its retail book.

Typically, retail suppliers'lust ride those margins up and down. A lot of people that are in that
business because they think they can make money over time, and they're not going to just leave
all of a sudden because there was a bad year or two because its a volatile business and they
think over time they'lldo fine," he said.

But for Dominion, which has been reducing its merchant fleet, "things are different in a sense that
they had that offsefting strategy where they thought the retail business was a natural hedge
against the merchant business," he said. But that natural hedge has disappeared.

'The writing was on the wall here more so than elsewhere'

lf Dominion "didn't like being in the retail business at all, they'd be getting out of gas as well as
electric. lt may just be that the elec.tric retail side of things hasn't really taken off for them,"
Shipman added.

"The declining profitability of the electric retail business itself probably led management to a
decision even prior to January given the very limited earnings profile of this business," said Julien



Dumoulin-Smith, executive director of equity research at UBS Securities. "Ultimately forthem, if
it's not profitable, thafs not necessarily a business they want to be in that doesn't have a retum
on equity."

lntegrys Energy Services' Melissa Lauderdale, president of the Retail Energy Supply Association,
agreed the decision may not have been entirely driven by what happened in January. "My guess
is that Dominion had been thinking about that before January. A large holding company like
Dominion probably doesn't make that kind of decision on one weeKs worth of bad weather."

But "you certainly have seen margin compression, and that does force suppliers to be more
efficient," she said.

As to who may buy Dominion's retail book, "thats the question to be asked right about now; I'm
very curious myself. I think there's always going to be a bid at a certain price," said Dumoulin-
Smith, speculating that a likely buyer might be a company less interested in eamings. "Maybe
someone who cares about a different metric -- say, cash flow - might have a different valuation in
this business."

As to what Dominion's decision may say about other large retail suppliers, "l don't necessarily
expect an en masse exit from the business," Dumoulin-Smith said. "Frankly, ifs done a number of
other companies well in recent years. I wouldn't necessarily say that this event would shake any
other specific company out of the business, per se. The writing was on the wall here more so than
elsewhere."

On Jan. 31's conference call, Dumoulin-Smith took a last stab at finding about more about the
effects of the polar vortex on Dominion's retail unit, asking Farrell to elaborate on the effects of
the volatili$. "\l/e are not going to quantiff it for you, but ifs extraordinary to watch," the GEO
quipped.

Problem magnified in PJM

\A/hile large retail suppliers such as Dominion, FirstEnergy and Exelon have the deep pockets to
weather adverse financial results in the retail market, most retail suppliers are small by
comparison, and their very existence can be challenged by continued high costs to procure
electricity.

PJM on Tuesday notified its members that two retail load-serving entities had "not been able to
fulfill their collateral calls and payment obligations." The two were Clean Currents LLC of Silver
Spring, Md., and People's Power & Gas LLC of New Milford, Conn. Their potential net default
charges, which would be allocated among remaining PJM members, are $400,000 to $600,000
and $1.3 million to $1.8 million, respectively, Neither is serving customers.

ISO New England has suspended five companies so far in 2014: Mega Energy Holdings LLC and
People's Power & Gas on Jan. 29, OBE Electric LLC on Jan. 30, Statarb Investment LLC on Jan.
31, and Abest Power & Gas Co. on Tuesday. People's Power & Gas is still suspended. The other
companies are currently meeting alltheir obligations "under the ISO's tariff," spokeswoman Lacey
Girard said.

But in PJM, the threat of many other deFaulb looms based on data regarding the total dollar
amount of collateral calls - effectively a notice that a market participant is near or over its credit
limit - in January alone. For the month, calls exceeded $2 billion, or "roughly four times the totat
dollar amount of the collateral calls for calendar year 2013," said PJM spokesman Ray Dotter.
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FirstEnergy Solutions dropping
Peco customers
By Andrew Maykuth, Inquirer Staff Writer
POSTED: SEPTEMBER 30, 2015

FirstEnergy Solutions aggressively expanded in Pennsylvania's competitive electricity
market tluee years ago, offering long-term fixed-rate deals that were attractive for
residential customers-

Too attractive, evidenfl y.

FirstEnergy recently mailed a wave of letters to Peco Energy Co- customers who signed
up with FirstEnergy to supply their power, declining to renew their conhacts when they
expire in October. If the customers don't choose a new supplier, Peco will resume billing
them at the curent default rate, which is higher than what they currently are payrng.

FirstEnerg5r did not disclose how many Peco customers would be affected. But earlier
this year, FirstEnergy allowed a large fianche of Duquesne Light customers in Pittsburgh
to lapse. The total number of Duquesne customers supplied by competitive power-
generators dropped by 36,000, or l5 percent in a few months.

FirstEnergy decided last year to reduce its exposure in retail energy markets, which had
become too volatile and risky for its taste.

FirstEnergy Solutions, which is the competitive retail subsidiary of Akron power giant
FirstEnergy Corp., said it had been unable to absorb all its costs during the severe winter
of 2013-14, when wholesale power prices spiked dramatically. Demand from small
customers shot up so much that FirstEnergy had to buy pricey power on open markets to
meet its obligations.

"We didn't have all that risk built into the pricing," said Diane Francis, a company
spokeswoman. "We actually had to go out and buy power for those customers."

Much attention last year was focused on individual customers with variable-rate contracts
who were hammered by huge swings in their bills. But some power suppliers such as

FirstEnergy, which had signed up hundreds of thousands of fixed-rate customers, also

took a hit.

"You can lose an entire year's worth of [profit] margins in a few days of volatility," said
Todd A. Shipman, autilities analyst for Standard & Poor's Ratings Services.

Shipman said several large retail electricity suppliers have soured on the business as

power prices have come down because of the low price of natural gas, a principal fuel fot
generators. Dominion Resources Inc. of Richmond, Va., last year sold its retail electric

business to NRG Energy Inc. of Princeton, citing volatility.



"A ntrmber of energy companies are concerned we're in an extended period of low prices
in the electricity industry, and it's time to get back to basics," Shipman said. Some
companies, such as PPL Corp. of Allentown, spw offtheir competitive power-generation
businesses to focus exclusively on operating regulated utilities, which provide steady,
predictable earnings.

The PennsyivaniaPublic Utitity Commission is monitoringthe effects onretail
customets, PUC spokesman Nils Hagen-Frederiksen said. He said FirstEnergy would be
in compliance as long as it doesnt cancel customers' supply before their contracts expire.

Retail customers whose contracts expire are not at risk of losing power, Hagen-
Frederiksen said, because they will automatically be supplied by Peco at the default rate.

In its letter to customers, FirstEnergy said it would waive early cancellation fees for
customers who decided to switch to another supplier before their contracts expired.

FirstEnerry, which had2.7 million retail customers in 2013, now seryes about 1.9 million
customers, Francis said. She said the comFany does not intend to exit the retail-supply
business completely, and will continue to honor long-term contracts until they expire,
including some customers who signed up for service until2019.

"It was all about balancing our portfolio," she said.

As suppliers learn to reduce their risks, the lesson for retail customers is that it may
become more of a challenge to find long-terur fixed-rate deals that offer the big discounts
to Peco's default rates than were available several years ago. But discounts are still
available.

According to the PUC's website, papowerswitch.com, 57 electricity suppliers have offers
posted for Peco Energy residential customers. Of those, 2l suppliers offer fixed-rate deais
priced below Peco's cr:rrent rate of 8.49 cents per kWh, which varies quarterly.

Eight suppliers have fixed-rate discounted offers for Peco residential heating customers,
who are heavy users of power during winter months, and therefore benefit much more by
secr.rring a reduced price.

Under the s&ate's rules for electric choice, customers are free to shop around for a
competitive power supplier, including marketers of renewable power. Those customers
who don't shop are supplied by Peco under a default rate, also called the "price to
compare," which is based on the price Peco pays to secure the power.

In Pennsylvania, about two million customers, or 36 percent, are signed up with
competitive suppliers. They account for 66.5 percent of the power consumed.

amaykuth@phil lynews. com

215-854-2947 @maykuth



Megawatt Daily (1l-Aug-L4)
FirstEnerqv backs out of resideEtial markets_

FirstEnergy Solutions is withdrawing from the competitive residential and small commercial
electric markets in six states as the company scrambles to adjust its generation to fit retail sales
in the face of market volatility.

"We're no longer acquiring new customers in those channels," Diane Francis, spokeswoman for
FES, said Friday. "\I/hat we're planning on doing is exiting the mass market channel, the
individual residential' as well as smaller business market. "Essentially what we're doing is
derisking our business."

The strategic pullback affects customers in lllinois, Michigan, Pennsylvania, New Jersey,
Maryland and Ohio, the latter of which is where a majority of FES' 2.7 million customers are
located. That total includes about 2.1 million residential customers, according to Francis.

Like some other utility parent companies, FirstEnergy for months has been placing more
emphasis on its regulated operations at the expense of its competitive businesses.

Just two years ago, FES unveiled a long-term, fixed price for customers that was thought to be
unprecedented in the retail sector. The offer provided for a fixed 6.75 cents/kWh for seven years
and was made available to the more than 400,000 electric customers served by the Cleveland-
based Northeast Ohio Public Energy Council, a govemment aggregation, as well as customers in
the Ohio service tenitories of Duke Energy Ohio and Dayton Power & Light.

Now, FirstEnergy is looking to pull in its horns on the competitive side.

"What we've seen, especially coming out of the polar vortex" in January, "is that volatility of the
electric market is reducing our abili$ to offer long-term stable pricing to customers," Francis said.
'And it's also increasing our risk of serving retail load.'

ln the past few months, FES has taken other steps to lower risk exposure. 'We included a risk
premium in our pricing,' something new for FES, she said. "Basically, what we would do in the
past is that we would take allthe rlsks and otfer customers low, fixed pricing. Our competitors
would offer customers variable pricing. In the past few months, we included risk premium pricing."

It is essential, Francis added, that FirstEnergy properly balance its retail book with its generation
portfolio. "Over the years, as the amount of our generation capacity has decreased, we're going
to better size our retail book to our generation. We're also making our retail book a little less
weather-sensitive,'

Unlike large industrials and some large commercial customers whose usage is mostly are
unaffected by weather, small 'retail customers are very weather sensitive,' Francis noted. As a
result, FES intends to focus its efforts more on large industrials and will continue to serve
government aggregation customers, primarily in Ohio.

In addition to NOPEC, FirstEnergy also serves customers who participate in the Northwest Ohio
Aggregation Coalition, a govemment aggregation based in Toledo.

In lllinois, Francis said FES included risk premiums in its aggregation renewal bids earlier this
year, "and a lot of those [aggregation] communities went back" to their incumbent utility, in
particular Commonwealth Edison.



Ohio and lllinois are the only two states where FES is "really into government aggregation,'
Francis said, although it serves a 'handful" of such customers in New Jersey.

- Bob Matyi
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Tabl. of Conlcnts

Part I

Item ]. Business

Gsrenar,
Dominion,headquertcred in Richmond, Virgloia aad incorporated rn
Virginie in I 983, is onc ofthe nation'r largcst prcduccrs and transportcrs of
cncrgy. Dorninion's stratcgy is to bc a leading providor ofelcctricity.
natural gas and rclated services to customers prirnarily in thc castcm rcgion
of thc U.S, As of Doccmber 31, 2014, Dominion's portfolio of assots
includcs rpproximately 24,600 MWofgencnting capaciry,6A00 milcs of
clcctric tenmission lincs, 57,100 milcs ofclccgic distribution lincs,
10,900 miles of natural gas trrnsmisioo" gatheriog rnd stongc pipclinc
and 2 1.900 milcs ofgas distribution pipeline, oxolusivc ofscrvicc lines, As
of Dccember 31. 2014, Dominion scnrcs over 5 million utility andrctail
energy customets itr I 0 states and operates onc ofthc nation's largesr
underground natural gas storege systems, with approximately 9 4? bcf of
storirgc capacity.

In September 2013, Dominion announced its plans to fomr en MLP in
2014 by contribuling cfftain of its midsueam natunl gas.sscts to thc MLp
initially end ovcrtimc. Ir October 2014, Dominion Midstrcayn launchcd its
initial pubhc offcring and issucd 20.125,000 common units rcprcscnting
limitcdpartncr intcrests, which includcd a 2,625,000 common unit ovcr.
allotmcnt option that was exerciscd in firll by the undcruritcn, Dominion
owns thc gcnaal plrtlcrald 68,5% ofthc limitcd partDe! mtercsts in
Domioion Midstrcam. which ovns a prcfered cquity htcrcst ald the
gmenl partncr inrercst in Covc Point. Dominion Midstrcam is
con$olidltcd by Dominion, and is an SEC rcgistnnt. However, its lono I0-
Kis filcd sep{ately rnd is not oorrbiucd hcrcin,

Dominion is fosuscd on cxpanding its invcstncDt in rrgulatod clectric
gcnenrtionr transmission and distribution and rcgulrtcd netural gas
transmission ead discibution intastnrcturc withis and around itr oxistitg
footpriut. With tbis invcstnrcnt, Domiaion oxpccts 80% to 90% offuhrrc
eamings fiom its primary openting scgocnts to come from rcgulated and
long-tem conttactcd busineBses,

Dorniniou continues to exprnd nnd improve its rcgulrtcd and loag+ern
contraoted clcctric and natural gas busincsses, in accordance with its six-
year capital investrnent program. A mejor impctus for this progran is to
mect lhc anticipatcd increase in dcmand in its electic utility sewice
tcrritory. Othcrdrivcrs fortlc cepital invcstment prognm includc thc
construction ofinfrastructure to handlc the incrcasc in natur:l gas
production frorn thc Marcellus rnd Utica Shalc formatrons, to upgradc
Dominion's gx rnd electric tnnsmission and distribution networks, end to
mect cnvironmcntel roquiremcnts rnd standands 6ct by vrrious rcgulatory
bodics. lnvestmerts in utility solrr generation arc expectcd to be a fosus in
meetitlg such cnvironncntal requircments, particulrrly in Virgima.
InvcstEcnts to gathor end proccss natunl gas production Aom thc Utica
Shalc fomution, in castem Ohio lnd qcstcm Pcnnsylvanir, arrc bcing mrdc
by thc Bluc Racerjoint vcntur. ID Scptsmber 2014, Domiaion announccd
thc formation ofAtlantic Coast PipcliDe. Atl.ntic Coast Pipclino is focuscd
on constructiog an rpproxirutoly 55O-milc natural gcs pipclinc running
f,'om West Viqinia through Virginie to Nonh Carolins, to Incrcase natunl
gas supplics in rhc rcgion.

t

Dominion has transitioned to a more regulatcd, Icss volatile eamings mrx
as evidenccd by its capiral investmcnts tn regulated inftastruoturc lnd
infrastruoturc whose output is sold under long-lentr purchasc agrecments, as
well as dispositions ofccnein mcrchrnt generatioo facilities during 201 3
and tho sale of thc electric retail energy marketing business in March 2014.
Dominion's nonregulalcd operations include merchant generation, encrgy
martcting and price risk managcment activities and natural gas retril
cnergy markcting operations. Dominion's opentions an conductcd
through various subsidiaries, including Virginia power and Dominion Cras.

Yirginia Powcr,headquartercd in Richmond. M4ginia and incorponted
in Virginit in 1909 as e Viqgrnia public scwice corporation, is a wbolly-
owned subsidiary ofDominion end a rcgulatcd public utility that
genentcs, trusr4its and distrib[tes electricily for salc in Virginia and Nort]r
Camlile, In Virginia, Virginia Powcr conducts business under the nrmc
"Dominion Virginia Powci' and primarily scwcs rctail custorners. In North
Carcliffi, it conducts busincsi undcr thc namc "Doninion North Camtina
Powei' and sorves tctail custotrlcls located in thc northcastcm rcgion ofthc
st.tc, cxcluding ccrtrin municipalities. Iu addition, Virginia powcrsclls
clcctsicity at rfiholcsalc priccs to nrrel clcctric coopcretivcs. municipalitics
end into wholcstlc clcctricity markcts. All of Hrginia Powcr's stock is
owned by Dominion.

Dominion Ga.r, a limitcd lirbility company formed in Scprcmber20l3, is
a whollyowncd subsidiary ofDominion and a holding comprny. It servcs
es the intccnediate pacnt company forthc mejority of Domiuioa's
rcgulated netunl gas opcntin3 subsidiarics, wbich conduct busincss
activitics through a rcgulatcd intcntate nrtunl gas transmission pipeline
and underground storage systerr in thc Northeast, mid-Atlantrc and
Midwest sratcs, reguletcd gas transportation and distribution operations in
Ohio, and gas gathering and processing activities primarily in Wcst
Virginia, Ohio and Pennsytvania. Dominion Grs' wholly-owned
subsidiarics rrr DTI, East Ohio rnd Dominion troquors. DTI is m rnte'stlte
netural gas trrnsmissron pipcline company serving a broad mix of
customers sueh rs local gas dtstribution cornFanics. rnattctcrs, intcrstate
atrd intrrstlte pipclhcs, olectrio powcr gcacrators and natural gas
producos. The DTI systcm link! to other majorpipclincs and markots rn thc
mid-Atlaotic, Northeast, aDd Midwcst including Dominion's Cove point
pipelinc. DTI also opcEtcs onc oftho largcsr undcrground natunl gas
storagc systeos in tho U.S. and is r produccr and supplicr ofNGLs. Eest
Ohio is a rcguletcd natur.l gzs distribution opcration scrvrng rcsidcotiel,
commercial and iudustriel gas seles and transponrtion customcs. tts
scrvicc teritory includes Cleveland. Akron, Canton, Youngstown rnd other
easteh and westcm Ohio communities. Dominion loquois holds a24,72o/o
gcncral partncnhip intcrcst in a 416-rnile FERC-rcguhted intclstate
aatuid gas pipcline cxtcnding from thc U.S.€eoedien border et
Waddington, Ncw Yo* througl tle stete of Connecticut to South
Corolack, New York ard HunB Point, Bronx, Ncw York. AII of Dominion
Ges'membership iltctqsts arc owncd by Dominion.

At::ounts and infonnation disclosed for Dominion arc inclusivc of
Viqginia Power and./orDominion Gas, whort applicEb Io.
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The following tablc prcsents afhliatcd and rclatcd pafiy activity rcflected
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Dominion Gas' bottwirgs under thc IRCA with Dorninion totalcd $384
million and $ 1.3 billon rs ofDccembcr3 1,2014 and 2013, rcspe4tivcly.
Intcrcst chalgos rtlatcd to DomiDion Gas'total bonowings ftomDominion
wcrc $4 Billion, $35 nrillion and $61 million forthc ycan cnded
Dcccnber 3 l, 20 14,2013 and 2012, rcspcctivcly.

NoTE 25. OPERATNG SEGMENTS

Tho Compenics arc orgenized primaily onthc brsiE ofprcducts rnd
scrvices sold in thc U.S. A dcscription ofrhc opcrations included in thc
Companies' primary operaring segmcats is .s follows:

Prtnary OpcEting

in asscssing thc segments' performance orallocating rcsourccs among the
segmcnts.

In January 2014, Dominion announccd it worrld exit the clectric rptail
etrergy marketing business. Dominion complctod the s.lc in March 2014.
As a rcsult, thc camings impact fion thc electnc retail ctrc(gy marketrng
business has bcca includod in the Corporatc end Other Scgment of
Domrnion for 20 I 4 fi $t querter results of op arahons.

In thc sccond quartcrof20l3, Dominion commcnced a rcstructuriog of
its produccr scrvices busincss" which rggrrgatos natual gas supply,
cngagcs in natural gas trading and markcting activitics and natural gas

supply matagement zld pmvidcs pricc risk managemcnt servioes to
Dominion efEliatcs- The restructuring, whicb wes completed in the fi$t
quarter of20I 4, rcsultcd in the termination ofnatuml g$ trading and
certain cnc4gy marketing activities. As a result, the eamings impact 6om
Datual ga3 tr.ding ard cerain encrgy marketing activitics has been
includcd in thc Corporatc and Othcr Segment ofDominion for 20 I 4

In 20I4, Dominion reported aftcr{ax net expensc of$970 million in thc
Coryorete rnd Othcr scgmenl with $544 million of these net cxpenses
rttdbutrble to specific itcms relatcd to its operating segments.

The net cxpcnsos for spocific rtcms in 20 I 4 primarily related to the
impact of thc following items:
. $3?4 million (S248 mrllion affcr-tax) in charges rssociated $ith

Virginia lcgisletion cnacted in April 2014 relating to thc dcvelopmcnt
ofa third nuclearudt locatcd at North Anna and oJlshors wind
Ecilitics, attriburable to DoFinion Gcncration;

. A $3 19 mitlion $ f 93 million lftcr-tax) nct loss relrtcd to the produccr
serviccs business discussed abovc, attributable to Dominion Encrgy;
and

. A $ l2l mitlion ($74 million rfior-tax) chargc Elatcd to a scttlcmctrt
offcr to incur futurc ash pond closurc costs at ccrtain utility gcncntion
facilities, attributable to Dominion Gcncrrtron.

In 2013, Dominion rcported aftcr.tax net cxpensc of 3452 rnillion in the
Corponte and Otherscgment, with $184 million ofthosc net expcnscs
atkibutable to specific rtcms rclatcd to its operating segments.

Thc net expcrscs for spccific rtcms in 2013 primadly rclatcd to tbc
impact ofthc following itcms:
. A$135 rnillion (392 million afrcr-tax) net loss tom discontinucd

opcrations ofBrayton Point and Kincaid, including debt
cxtinguisbncnt of $64 nillion ($38 million after-tax) rclued to rhe
srlo, impein:ocnt chargos of$4E million (E2E million aftcr+ax), a $17
million ($ I 8 rnillion aftcr-tax) loss on thc salc rvhich includcs a S 16
millioo ndtc-offof goodwill, and a $6 million (S8 million efter-tax)
los fom opentions, ethibutablc to Domrnion Gcncnrtioni .nd

. A$182 million $109 million affcr-tax) net loss. including a $55
million ($33 millior rftcr-tax) impairmenr chrrgc rclatcd to certain
natural gas infusuucture 3ssets end a $127 millioo ($76 million afier-
tax) loss rclated to thc producer sewices business discussed ebove,
attributablc to Dominion Energy; partielly offset by

. An $81 million (S49 million after-tax) net gain on investmcnts hcld in
nucleardccommissioning trus funds, attlibutable to Dominion
Generation.
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In addition to the opcrrtiDg segmcnts above, thc Comprnies also rcpott a

Corponte md Othcr scgmeot.

DOMINION

The Corporate and Other Segrcnt of Dorunion includss its corporatc,
scwicc company and othcr functions (inctuding unallocatcd debt) and the
net inpect ofopcrations that are discontinucd or sold. In addition,
Corpolatc and Other includes specific items attribut blc to Dominion's
operating segmcnts that arc not includcd in prolit measuFs evrluatod by
exccutivc rDanagerncnt
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Retail electric market struggles to grow in
Western Pa.
January 2,20t612:00 AM

By Daniel Moore / Pittsburgh Post-Gazette

In Ritchie Hudson's ideal world, every single electric customer in Pennsylvania would choose
from the dozens of companies that compete to offer separate rates for power supply, an option
seized by more than2 million customers statewide.

But the industry is overcoming some early hiccups, acknowledges Mr. Hudson, state chairman
for the Retail Energy Supply Association, a tade organization lobbying for such
supply companies.

Beginning in the 1990s, Pennsylvania and 15 other states deregulated their power
generation - requiring regulated electric utilities to sell their power plants to competitive
operators. Supply companies emerged as the middlemen to effectively broker sales of power
between those power plants and consumers, offering separate rates for power supply that often
are lower than what the utility can offer.

And in the years since, the customer base swelled as the idea of competition proved to be largely
tnre: Supply companies became sawiel at offering a greater variety of options beyond the rate,
such as the choice to pay apremium for a certain amount of Iocally sourced renewable
energy. Pennsylvania is widely considered to have one of the most advanced markets for electric
retailers, with a natignwide retail market study in July ranking the Commonwealth second only
to Texas.

But despite growing options, customer confirsiog reluctance and bad publicity has stymied
overall customer growth, particularly in Westem Pennsylvania. During the bursts of historically
cold ternperatures known as the polar vortex in recent winters, customers who had enrolled in a
variable rate plan saw their electric bills skyrocket as wholesale power prices soared.

Complaints filed when rates spiked

As many as five retail suppliers could be forced to pay millions in refunds after the Attorney
General's Offrce and Office of the Consumer Advocate filed suits on behalf of thousands of
customers who filed fonnal complaints. On Dec. 3, the Public Utility Commission approved the
first two settlements that requires New York-based Hiko Energy Inc. to refi:nd customers $2
million and pay a $1.8 million civil fine.



ln the compiaint against Hiko, the agencies totaled 14,689 occuffences of over-billing across six
utility territories, including 264 violations in Duquesne Light's territory and 1,422 violations in
West Penn Power's tenitory.

Cases against four other suppliers - Pa. Gas & Electric; BIue Pilot Energy; IDT Energy; and
Respond Power - are at various stages of litigation.

"Some low-quality suppliers shot themselves - and, more importantiy, the entire market - in
the foot" said John Tough, vice president of Brsiness Development & Operafions for Choose
Energy, Inc., a San Francisco-based online service that faoilitates customer shopping across
deregulated states. "Through bad variable rates and high renewal rates, the bad suppliers took
over headlines and scared the consumers."

Since April 2014, suppliers marketing in Duquesne Light Co.'s territory lost 87,000 customers,
or 34 percent. Those selling into West Penn Power Co. netted a loss 20,000 customers, or 11

percent, over ttrat same time period.

"I think most of the suppliers leamed a very important lesson" about how to hedge against
unexpected weattler," said Mr. Hudson, who is based in the Pittsbrugh area working in
governmental relations for New York-based electic zupplier ConEdison Solutions. Suppliers
also have increasingly stayed away from offering variable rates, instead focusing on fixed-rate
plans that lock in customers for a period of months, he said.

Moving customers to the market

Still, the easiest option for customers is to stay out of the market. In fact, customers who choose
not to shop for a competitive supplier automatically receive a supply rate from their utility, a
model known as default service-

Going forward, suppliers will push the commission to end default service, thereby moving
customers who were receiving power purchased by their utility to a supplier.

Mr. Hudson said it might have made sense in the early years to gradually inhoduce the concept
of comFetitive options to customers who were comfortable with paying only their utility for
electricity. But utilities' rates, regulated by the PUC, have a right to recover all costs associated

with purchasing power for customers.

With no risk and with guaranteed revenue, suppliers argue, the utilities' service is hard to
compete with.

"In any other industry, the notion of a default service option is very foreign," Mr. Hudson said.

For examFle, no one hands every cell phone customer awireless plan from a specific carrier until
that person chooses to go shop for another one, he said.

The PUC has considered ending default service as part of its years-long investigation into the

effectiveness of retail markets, said spokeswoman Robin Tilley in an email. But dwing that



investigatioD, o'the commission concluded that the time was not right to dramatically alter the
current default service structure."

"The commission did state, however, that it would revisit the issue at an appropriate time," Ms.
Tilley added.

In Texas, the utilities commission decided to abolish default service and trarrsfer customers who
hadn't shopped around for other electric suppliers. At that time, Mr. Tough said, most utilities in
Texas had 35 to 45 percent of their customers already shopping, and the elimination of default
servioe rose that share to 65 to 70 percent.

The rest of the customerc were "never going to switch were (then) forced -- and likely didn't
even realize or understand what happened," he said.

"The state realistically has to wait until there is great approval for competitive supply," he said.
A Choose Energy analysis of shopping data shows that since euly 2014 the share of shopping
customers has fallen from 44 percent to 33 percent in the Duquesne Light tenitory and 32 to 27
percent in the West Penn Power teritory.

"These are getting weaker, and a combination of rate volatility and flight to perceived safety in
the utility area has occrJrred," he said.

Daniel Moore: dmoore@post-qazette.eom,4I2-263-2743 andTfuitter @PGdanielmoore.



2OL3-2O14 Winter Polar Vortex

Wat happened? Wky kaae fri,ces spiked? Hou kaue Consunters been impacted?
'lVhat do we lzaue to say from, a suppli.et/s stand,point?



As everyone living in the Northeast and much of
the Mid-Atlantic knov/s, this has been one of the
coldestwinters east of the Rockies in recent history.
We've experienced sustained periods of cold
weather in these regions, and people have been
turning up their heat and burning through more
energy than anyone expected. lt's not surprising
then that electricity demand hit record highs this
winter. With consumers using significanfly rnore
energ/ and wholesale market prices at record
highs, it has been a notso perfectstorm resufting
in shockingly hiBh Mnter energy bills for many
consumers exposed to the market.

Why Did Power Prices Skyrocket?

Vhilc incraas,s in dcmend have cerrrinly conuibuced ro dre high
priccs rJris win rer, the most sigrificanr price <triver was pipelirrc
constrainrs rhat drove up rhe cost ro rransporr narural gas (callcd
'basis") to elecrric gcocretors. Gas-lired gencration rcprcsenrs il
large ponion of rhe gcnerators in rhe Norrhcast and Mid-Arlandq
rnuch ofthe rirne, ir is dle cosr ro gcnerace elecrriciry supply from
nanrral gas rhar sets the prtce for all generators. Shorcagcs in
gas supplics to gas-fircd po$er gcncrators m&ilI! thar gcncrarors
nc"eded to buy higb-priccd supplv in the spot marker. Spor gas

priccs ar New England's Algonquirr Ga.s Tiansmission city-garcs
peakcd 2t $75.48{IAMBru on J*nuery 22 accor&ng to Plercs pricc
dara, comparcd ro a l2-rnonrh average of $8.60/MMBru. Thatl-
abour 87870 higher rhrn the I2-monrh average Powcr prices
in rhc sarnc rcgion peaked at 6000/o above rhc l2-monrh ar'ercgc
(DayAhcad on-pcak ar Mass Hub pcakcd ar $467.50/M'Wh on
J-Lrary 28, avuagc winrcr prices wele $ 163.09/M\0h, and rhc
Ilmonth avcrage l'ua.s abouc $76-74l\v|/h). Similar diffcrencials
\ rcre secn fironghour mosr of rhc Nonheast and Mid-Adenric.

The eblc belorv comparcs basis coms this rvinrcr compared co

winter basis coscs sincc Deccnrber 2010, and avcrage basis cosrs
sincc May 2008- This winccr, New England's Algonquin basis rvas

tbout337c/o highcr than rhe arerage of the previous rhrce winrcrs.
Tetco M3 v"hich runs horn rhe Gulf ro New Yorli rws 5i8o/o
lrrglrcg and Nerv York's Tiansco ZG wu 285026 higher.

Northeast Bdsis ir;:rleti'gq
'ilii:M+' ,

.fpn#t..
'i2euv'-''

Average May 1, 2008 to Cur.ent 5 2.26 s 1.18 5 1.74

-'' evaeq$r* ?oitiFfiE-ffi + -5+.$f.3{,. 'dFffifil
Averaqe Dec 2o1 2- Feb 201 3 s 8.14 S o.7o S s-oe

Average Dcc 201 1 - Feb 201 2 s 1.s9 $ o,qo S t.rs
Averaoe Dec 2010- Feb 201 1 S r.se $ z,sz 5 4.09

s16.00
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s10,00

s8.00

s5.00

s4.oo

$2.00

$c Avgfrom May1,2008toCunent rAvgDec 2013-
savgDec2012- Feb 2013 rAvgoec2011 -Feb2O12



Nor only hiu rhe dramaric colc had a seycrc inrpact on power
priccs, it also created numcrous rhrarrc to the reliabiliqy of the
gid. PJM Interconneccion (PJM), thc Rqgional Trarrsnrission
Operaror rhar operacas rhe porvcr grid for more rhan 60
nril[on peoplc in I3 srares (Delaq'arc. lndiarra, Illinois,
Kentucky, Mar14and, Mic'higan, New Jerscy, North Carolina"
Ohio, Penns-rlvanio, Tennessee, Virginia, Vest Virginia and
rhe Districc of Columbia), isued numcrous warnings and
rcquesrs For currailrnenc during rhc monrh ofJanuarv. On
January 7rh ancl again on Janu ary 27rh, PJM issued an den
asking consurners to co nselve elecoiciry. On January 22nd,
PJM also actiwrcd Emcqgcno.'Demand Respronse acros
sevcral zones, rcquiring curtailrnenr oFload and offering up
co $1800 per MVh during rhose houru- Throughour those
samc periods, Rcal'Ilme clecrriciry priccs spiked as high as

$ 1 800 pcr Ml$flh ($ 1.80 pcr k\flh) in PJM during cenain
hours, <ompared ro e 12-month average oF$64.33per M\?h
(PSEG zoue). a 2798Vo incrcesc. Priccs ln Ncw Yo* and
New Englend also hit record highs ncaring arou.nd $500 per
Ivf'f(rh {$0.50 pcr kVh)-

Sincc chose pcnk priccs carlier this q.inter, wc have seen prices
rnoderare slighd),- Holevcr, ex.Pcrts suggesE that we are likely
to crpcriencc higlr prices ovcr thc no<c fcw wintcrs as well"
wirh strucural rclief ar lcast a few years arvay. Any proposcd
projcrr ro prwidc relief b;r rcducing pipeline consrrains will
likely mke ycani to camplete, so conslrnler.\ exposcd ro enel'gr'
marlccrs ovcr rhc rrocr few winrcrs should expecr higher-dran-
averf,ge priccs during rho.se month.s. tiTherher prices will be

higher or lorcr rhen this rvinrcr will dcpcnd on c nurnbcr o[
Facrors, includirrg rhe scvcricy and du,ration of cold wearlrer.

How Did This lmpact Gustomers?

Ler's srarc with rhc good ncvss: Customers who had Iocked

in ro ConEdison Soludons' fircd price contncrs expericnced

no impact to cheir unit pricc. Here's wh;r. Unlike many of
onr comperitors, ConEdircn Solutions' srendard fi-ted pricc
conuact offtrs 100% usage bandrvidth. Ther mcans char if
you use more or lcss dccriciry chan you'vc historically uscd,

wc d,o not penalizeyou by passing rhrough any incrcasc in
cosr rAt mighc expericncc rs a rcsuL This rvintcr, consurne$
on-al'cfilgc ucd anrnd 3096 more elccdciry than thcy
had historically uscd. Much of'rhat usagc happened on the
coldest days when priccs were ar their pcak, As lour suppiier'

lvc wcnl ro rhe marlcet and purchascd additiond Powet in
ordcr Eo supply you with powcr ro meeE your addtriond

usage, So, if wc ofFcrcd you a fixcd price of 8-cenrs pcr kVh,
for example. we purchased rvhlccrrer exccss \rns rctluircd at
prices ranging as tiigh as $1.80 per lcVh. If I'ou rverc on a

ffxed price prodr.rcr wc, es your supplier, incured rhc full
pricc orposure lclarcd ro rhat exces us.age, and prorectcd vou
from any pricc increrse.

Now chc bad ne!,vs: Cusromers who wcrc nor loclced in ro
a fixed price conrrecr, but wcrc on a variablc nrarkcr-bascd
producr, sav a big incf,ease irr rheir bil]s rhis winrcr, Thc
rnarkcr dynanrics dcscribed abovc resulted in errernclv high
energy prices this rvinter, and cusromers on markcr-ba.scd
prices were exposed m rhose prices (which ranged as high as

3O-ccnrs per kVh). The acrual unir pricc cu,stomers on a

marker-based price rcccived each month dependect on wher
hours they uscd elecrricicy and whac rnarlcet pricer werc
during rhose hours- So a cuslomer who rrscd a lot of povrer
during rhc highesr priced hours saw a rnuch bigger impacr
than a customer who used lcss (rvhcther they accir.elv currailcd
usage during rhosc hours or jrxt happcned ro use lcss power
durirlg rhosc hours).

Mtc: Basiuya thatpanlcipdted in Dtmdnd Rcponsc (DR)
bencftcd h tzao udls: U fhE czrtaibd daing thc highat
price hotns rcultingin lnwn uage and lower awrngt bilkfor
thor tnnth* and (2) Thq rcceiued signficant paykntfrom
grid operutort and their utilityfor their ctntrrilnrilt. ConEdison
Solutionr of,crs DR scnticcs for Susinases that hruc a bailding
rnatagententslrtan in pkce and. can mrnil250 hVof dmand
or mort altct an cact t it calhd,

What Do We Have to Say from a Supplier's Standpoint?

Thcrcs no quesdon this has been a rough winter for mru.v
Evcn rhose custofflers on a fxed price rvho w'ere prorected

from unit price increascs may halc expcricnccd an incrcare in
usagc volunre ,rs a resuh of rhe cold rrrca.rhcr.

Customcrs on variable marlict-based, priccs werc ncgerivcly
irnpacred by rhc markcr dynamics rhar rcsulted in rccord-high
priccs chis rvinrer. Buq ir's imporranc !o pur dlar inro contcx
and rcmember thet many of *rose customcfs bencffced from
lorer prices in rhe recenr pasr when prices were declining.
\7hilc thu's no solace ro budgcrs for Ql 2014, when
eraluating rvherher your purchrrsing srategy rvas the dghr
onc, it's important ro considcr tlre mon*rs r.then you savcd

money, thc mon*rs wherc you losr mongr, and your appcritc



ibr risk or volariliry. The graph bdorv shows avcngc markcr
prices over rhe past six 1'ears in Ne,lv York Ciry (Zone J), as an

cxample, You can see rhat rnarkec prices v/erc on a downward
uend For soflre dme, resuhiag in ovenll declining prices
for customcrs on a market-based price over the long pcriod
shor+n.

Addirionaliy, rvhile ConEdison Solusons' ffxcd price
cuslomers lrtre protecred from chis winteri price volatilir.v,

nor ail ffxed price clrsrorners were as lud<f. A number of
smallcr, lcss-finarrcially stablc supplicrs have gone ouc oF

business as a rc.sult of'rhis wintcr's events - and customers

servccl by such supplicrs lost their conrracrs and wcrc droppcd
back ro cheir urilir,vt dcfaulc service. Cusronrers bcirrg sencd
by cheir local uriliry company wcre impacted irr diffcrenr
urays. Utilides thar supply c(rsrorners drrough var:iable rares

cirher passcd thlough thqsc ilrcreasr= ro consumcr.s (as rhey
incurrcd drem, just as suppliers did), or may pass them
chrough in some mirnnsr over the nc:it f.cw months. Urilides
rhat supply cr.rs(orners on fpred prices rvere impacced as well,
and may pass rJrese cosrs ro customels through increases in
furure periods-

Zone J On Peak and Nat Gas Delivered 1 Year Average Fonnard Prices
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So What Do We Recommend?

The first rhing you should do js make sure you understand the product yodrc
cwrenrly on, and tl:e allocarion oFrislcs bccrreen you and yorrr supplicr. N4ake

sufe you roriew your conuact carefully to differcndate rhe cosrs rhar'are rruly
fuced vcrsus cny costs thar may bc passcd through to )rou. Thcn 'xk yourself if
rhe producr lou'rc on rnarchqs your risk profile.

Ncxc, gatlrer hctpful inforrnarion about the marlier - rvhar is rhe current price
environmenr and ho.,v docs ir compare ro the rcc€nt past?

Lastly, deccrmine if you'rc comfortable wirh the supplicr yorire working with.
Are thry financialll'stablC Ifyou lock-in a mulri-monrh fixcd price conrract,

are you contiderrr rhat your supplier will bc around ro servc you orrcr dre enrire

period? Are you confident rhat rhgv havc rhc experiencc and experrisc to guidc
you in *re righr direcrion? Do you rusr thcrn] ls rhcir conaacc clcnr and
srraightFonvarrd?

ConEdiron Solutions srronglv beliorcs that the besr pollcy is EaDsparerrcy -
making surc cu.rttomcrs have a clcar undersending of the oprions arnilablc, key

diffcrcnccs in drose options, end risls vcrsus benefts, Ifyou'rc on a vartable

nrarkct-based producc - price risk alurap cxisrs Sornctime such risk worla in
your favoG and somerimas it works against pu- As a supplicr, ir's our iob to
makc sure thar you undcrscand both thc risks and -.he benefia so char you can

malce an cducared decision and choose a product rhar bcst Ets yor.u nccds and
your risk rolerancc- And, if you're tncomfortablc bcaring any pricc changc rislc
we ofFer fixed pricc options rhat provide ftill pricc protecion.

We cncoutage our cu$Eomcrs, and any business tookirrg for guid"ncc on

cnergy puchasitrg or use' ro call us with qucsdoru abour trcnds in r"he rnarker,

poccrrtial irnpacts on your business, and r*'hat enerry opcions are available to

meet your cnersr nceds.

If yonte a business, please contact a ConEdison Solutbns

commodiry sales execudvc by calling 1-8oo-316-EO11.

If youre e rcsidcnrial cusEomcr, plcesc conract a ConEdison Solutions

customer service ream by call:ng 1-E88-210-E899

ConEdlson So,utions offers programs and services designed to help customeE

achieve their individual energy objectives and is accredlted as an Energy Seruices

Provider (ESP) by t,le National Association of Enerry Servlce companies (NAESCO).

ConEdison Solutions is a subsidiary and re$stered trademark of Consolidated

Edison. Inc. (NYSE: ED). More infonnation can be obtained by calling 1€88-210-

8899 or visiting the conEdison so/utions webslte at www.conedsolutions.com.

Providing integrated
energy solutions that include:

' Energy Supply Pricing Plans
. Sustainable Ener$/ & Services. Energy Savings Perforrnance

Contracting
. Design-Build Construction

Services
for commercial, industrial, fedeial,
state and municipal government.
healthcare and education markets.

States of Operation

' C&l Electric Gornrnodity:
CI', DE, IL. MD, MA, ME,

NH, NJ, NY, 0H, PA, Rl, TX, and DC
. C&l Gas Commodityr

NJ and NY
. Residential Electric Comrnodlty:

CT, lL, MD, MA, NY, PA, and DC
. In reEFons where enerA/ is

not directly supplied by
ConEdison Solutlors (CESI,

we wlll assist in developing
and evaluating RFPS to purchase
energy

. Enel€y Serylces Nationwide

Key Indicators
, Peak Load Served:

Approrimately 4,000 MW
. Megpwatt Hour Volume;

Approximately 12 mlltion MWh
. Annual Revenue:

Over $1 billion
. ResidenUal/Mass Market Account*

Over 270.OO0



Link http:li'pittsburgh.cbslocal-conr;'ZOl-[/02i2lias-electric-bills-sl<_l-rocket-local-IeS.U]e!Uf*_aLl_t
firr-action/ http://pittqburgh.cbslocal.corn/2014/02/21las-electric-.bills-skwockejlocal-leqislatot
calls-for-action/

As Electric Bills Skyrocket, Local Legislator
Calls For Action
Februory 27,2074 9:07 PM By Jon Delano

Filed Under: Bills. ConsuJ"lrer, Electric Bills, Electricitv Bills. House Consumer Affairs Committee, lqf, IDT

Enersv, Investigation, Jon Delano, Public U.tilitv Commission. PUg Ratg$ Rep Rob Matzie

PITTSBURGH (KDKA) - Last Monday, KDKA told you about the Johnsons whose electricity
supplier without notice tipled their electic bill to $739.

That prompted lots of emails to KDKA, like one from Eva Mae Byers and her daughter Nancy
who got anunimaginable bill.

"I was highly shocked," Byers told KDKA money editor Jon Delano. "I kept saying, 'This is
impossibie. This is impossible."'

Instead ofthe $399 charge she got last year for the same month, her new bill was over $2,000.

Delano: "Could you pay a bill like this on Social Securitf"

Byers: "Ob" absolutely not. No way. I can barely make my payments on Social Security. No."

Her daughter Nancy tried to call the supplier, IDT Energy, at 9 a-m. Friday morning.

"I was caller nurnber 76," she said. "I was bowrd and detemrined to stray on the line until I got
through to them. At 9:31, I was down to caller number 59, and I got discorurected."

While the cold month prompted a 50 percent increase in electricity for the Byers' modest home
in Claysville, IDT jacked the bill500 percent.

With outageous bills like this and consumers essentially up the creek, the real question is what
is the PUC going to do about it and how about otu state legislators?

"Being dropped off and not having an opportunity to speak to anybody, there's a problem there,
and if we can't rectiff that problem, those people shouldn't be able to do business in
Pennsylvani4" says Pa. Rep. Rob Matzie, a member of the House Consumer Affairs Committee.

Matzie says the PUC should require suppliers to give notice ofrate hikes.

"They should be warned, a week, five days whatever," adds Matzie.



And then allow consumers to switch to lower priced suppliers instantly.

The PUC says it is investigating companies - and will revoke licenses of those not following
proper marketing practices.

fon Delano

Jon Delano is a fumiliar face on KDKA-W, having been the station's political analyst since 1994. ln

September 2001Jon joined KDKA full time as the Money & Politics Editor and this region's only political

analyst who covers national and local...
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L INTRODUCTION

Please state your full name, business affiliation and address.

My name is David B. Ogden. I am the Manager of Rates and Tariff Services for

Duquesne Light Company ("Duquesne Light" or "Company"). My business address is

4ll 7th Avenue, Pittsburgh PA 15219.

Please describe your professional and educational background.

I received a Bachelor of Science in Business Administration Degree with a major in

Accounting from Clarion University of Pennsylvania in 2001. I am a Certified Public

Accountant. I began my career at the Company in 2008 as the Supervisor of Derivative

Accounting and Special Projects. Over the last eight years, I have held supervisory and

managerial positions within Accounting, Financial Planning and Analysis and currently

the Rates department. Prior to joining Duquesne Light, I was a senior audit associate in

the Pittsburgh office of PricewaterhouseCoopers LLP, a public accounting firm, where I

performed attestation, advisory and compliance services for clients throughout the United

States. Prior to joining PricewaterhouseCoopers, I held audit positions within the

Allegheny County Controllers Office.

Please describe your current responsibilities.

In my current role as Manager of Rates and Tariff Services, I am responsible for

overseeing the Company's retail rates and wholesale transmission rates. In addition, it is

my responsibility to ensure the rates are properly disseminated to Customer Billing.

What is the purpose of your Direct Testimony?

I

a.

A.

a.

14253297v1



1 A. The purpose of my testimony is to address the following items regarding the Company's

2 proposed eighth default service plan ("DSP VIII"):

3 l. Describe the proposed rates for Residential, Lighting, Small, Medium and Large

4 Commercial and Industrial (*C&Y) customers obtained through competitive

5 requests for proposal ("RFP").

6 2. Describe the Company's plan to unbundle default service costs and cost recovery.

7 3. Describe the Company's plan to recover retail competition costs.

8 4. Describe the reconciliation process for Default Service Supply ("DSS") rates and

9 presentation of the price to compare ("PTC").

10 5. Describe the proposed changes to the Company's Retail Tariff necessary to

I I implement DSP VIII.

12 6. Describe the proposed changes to the Company's Electric Generation Supplier

13 ("EGS") Coordination tariff necessary to implement DSP Vil.

t4

15 a. Are you sponsoring any exhibits as part of your Direct Testimony?

16 A. Yes. I am sponsoring the following exhibits:

17 o Exhibit DBO-I - Illustrative Example to Calculate Residential and Lighting Default

18 Service Rates

19 o Exhibit DBO-2 - Derivation of Factors for Class Rate Determination

20 o Exhibit DBO-3 - Estimated Default Service Plan Related Costs

2l o Exhibit DBO-4 - Proposed Retail Tariff Supplement (clean version)

22 o Exhibit DBO-5 - Proposed Retail Tariff Supplement (red-line version)

23 o Exhibit DBO-6 - Proposed EGS Tariff Supplement (clean version)

14253297v1
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2l

22 a.

23

o Exhibit DBO-7 - Proposed EGS Tariff Supplement (red-line version)

Were these exhibits prepared by you or under your supervision?

These exhibits were prepared either by me or under my supervision. They were prepared,

to the best of my knowledge, in accordance with the Pennsylvania Public Utility

Commission ("Commission") requirements and practice.

How is your testimony organwed?

I will first discuss the proposed default service rates for the various customer classes. I

will then describe the proposed methods to unbundle and recover the costs associated

with implementing the proposed default service plan, as well as recover the costs of

administering certain retail competition programs and initiatives. Next, I will describe

the DSS reconciliation process and the PTC. Finally, I will describe the proposed

changes to the Company's tariffs necessary to implement the proposed default service

plan.

il. RESIDENTIAL AND LIGHTING CUSTOMER RATES

What rate schedules apply to the Residential and Lighting customer classes?

Residential customers are served under rate schedules RS, RH and RA. Lighting

customers are served under rate schedules AL, SE, SM, SH, and PAL.

Please describe the current default service rates applicable to the Residential and

Lighting customer classes.
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A. The current default service rates for these rate schedules are designed to recover the costs

of power that are procured through a competitive RFP solicitation process approved in

the Company's seventh default service plan ("DSP VII") proceeding at Docket No. P-

2014-2418242 and described in Retail Tariff Rider No. 8 - Default Service Supply. The

RFPs are for full requirements service that includes both the Residential and Lighting

class load. Full requirements service includes the cost of energy, capacity, congestion

and congestion management charges, alternative energy requirements, ancillary services,

and PJM grid management charges. Residential default service rates and Lighting rate

schedules AL and SE are a reconcilable, flat supply charge per kilowatt-hour ("kwh").

Default service rates for Lighting rate schedules SM, SH and PAL are a fixed rate per

fixture based on the monthly kWh consumption of the fixture and are also reconcilable.

Is the Company proposing any changes to how DSS rates will be determined for

Residential and Lighting customers in DSP VilI?

No. The process for determining DSS rates for Residential and Lighting customers is

generally the same as in DSP VIL As discussed by witness Peoples, the Company is

proposing to continue to obtain DSS through multiple RFPs, and the Company will use

the same process to calculate the retail rate, except that both one-year and two-year

supply products will be used when determining the rate levels. Under the proposed plan,

new supply rates will become effective every June I and December I for the period June

1,2017 through May 31, 2021.

13 a.
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In DSP V[I, please describe how the Residential and Lighting retail rates will be

determined.

Winning bids will be determined through the RFP process as described by Duquesne

Light witness Peoples.l In general, a single weighted average price will be calculated

from the winning bids necessary to fill the applicable tranches in accordance with the

guidelines of the RFP process.

The Company will then adjust the weighted average winning bid price to recover

the cost of line losses, initial and ongoing administrative costs to provide default service,2

the cost of solar contracts (if any) obtained by the Company on behalf of Residential and

Lighting default service customers,3 and current and prior period over/under collections

with interest. Once the gross weighted average of the winning bid price is determined,

the Company will adjust the price to first recover costs common to both Residential and

Lighting customer classes, then use class rate factors to derive Residential and Lighting

class rates based on their respective energy consumption patterns and capacity

requirements. This process is generally the same as that used by the Company in DSP

VII. The final step will adjust the price to recover Pennsylvania gross receipts tax

("GRT").

J

Initially, the same process that exists today will be used to develop residential and lighting rates. As later
described, the rates will be adjusted for those costs in the unbundling study, as well as the costs
associated with the Company's long-term solar contracts, if any, during the DSP VIII period that are
approved by the Pennsylvania Commission.

The unbundling of default service costs is discussed in detail in Section VI.
Duquesne Light witness Davis discusses the Company's plan to evaluate entering into long-term solar
contracts during the DSP VIII period.
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Have you prepared an exhibit that shows the derivation of the Residential and

Lighting class DSS rates?

Yes. Exhibit DBO-I is an illustrative example showing the derivation of the Residential

and Lighting class DSS rates for the DSP VIII period.

Have you adjusted the rate class factors used to derive the Residential and Lighting

class rates?

Yes. Exhibit DBO-2 shows the derivation of the class rate factors the Company proposes

to use for the 2017-2018,2018-2019,2019-2020, and 2020-2021 effective rate periods.

As shown in Exhibit DBO-2, a capacity price per MWh was determined based on the

results of the PJM capacity auctions and the customer class load shapes. A load weighted

locational marginal price ("LMP") was calculated based on 2015 data. The average

lighting class LMP reflects the off-peak nature of the load. Combining capacity and

LMP per MWh, factors were derived relative to the weighted average capacity and LMP

per MWh for the Residential and Lighting class load combined.

ilI. SMALL C&I CUSTOMER CLASS RATES

What rate schedules apply to the Small C&I customer classes?

Small C&I customers are those customers with monthly metered demand less than 25 kW

served under rate schedules GS/GM. GMH and UMS. Small unmetered C&I customers

are served under rate schedule Unmetered Service ("UMS").4

a 
Municipal traffic signals are an example of UMS customers.

a.

A.
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A.

a.

A.
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A.

Please describe how the current DSS rates for Small C&I customers were

developed.

DSS is procured through a competitive RFP solicitation process approved in the

Company's DSP VII proceeding and described in Retail Tariff Rider No. 8 - Default

Service Supply. The RFP is for full requirements service. Small C&I default service

rates are reconcilable, flat supply charges per kWh. Default service rates are updated

June 1 and December I of each vear under the DSP VII Plan.

Is Duquesne Light proposing any changes to the DSS rates for Small C&I customers

in DSP VIII?

No. The process for determining DSS rates for Small C&I customers is generally the

same as in DSP VII. As discussed by witness Peoples, the Company is proposing to

continue to obtain DSS through multiple RFPs for full requirements supply products,

with the retail rates being calculated from the winning bid prices in the RFPs. The main

difference is that both one-year and two-year supply products will be used when

determining the rate levels. Under the proposed plan, through May 3I,2021, new rates

will continue to become effective everv June I and December I for Small C&I

customers.

Please describe how the Small C&I retail rates will be determined for rate schedules

GS/GM, GMH and UMS.

In general, a single weighted-average price will be calculated from the winning bids

necessary to fill the applicable tranches in accordance with the guidelines of the RFP

14253297v1
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process. Similar to the derivation of the Residential and Lighting rates shown in Exhibit

DBO-I, the Company proposes to adjust the weighted-average winning bid price to

recover the cost of line losses, initial and ongoing administrative costs to provide default

service, and prior period over/under collections with interest.

IV. MEDIUM C&I CUSTOMER CLASS RATES

What rate schedules apply to the Medium C&I customer classes?

Medium C&I customers are those customers seryed under rate schedules GS/GM and

GMH with monthly metered demand equal to or greater than 25 kW but less than 300

kw.5

Please describe how the current DSS rates for Medium C&I customers were

developed.

DSS is procured through a competitive RFP solicitation process approved in the

Company's DSP VII proceeding and described in Retail Tariff Rider No. 8 - Default

Service Supply. The RFP is for full requirements service. Medium C&I default service

rates are reconcilable, flat supply charges per kWh. Default service rates are updated

effective every June l, September l, December l, and March 1 for Medium C&I

customers.

a. Is Duquesne Light proposing any changes to the DSS rates for Medium C&I

customers in DSP VIII?

5 
As described by Duquesne Light witness Peoples, the Company plans to lower the kW upper threshold
for Medium C&I customers from < 300 kW to < 200 kW beginning on June 1,2019.

a.

A.
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A. No. As discussed by witness Peoples, the Company is proposing to continue to obtain

DSS through multiple RFPs for full requirements supply products, and the Company will

use the same process to calculate the retail rate. Under the proposed plan, through May

31, 2021, new rates will continue to become effective every June l, September 1,

December 1, and March 1 for Medium C&I customers.

Please describe how the retail rates will be determined for rate schedules GS/GM

and GMH.

The Company proposes to continue the same process used to derive retail rates. In

general, a single weighted-average price will be calculated from the winning bids

necessary to fill the applicable tranches in accordance with the guidelines of the RFP

process. Similar to the derivation of the Residential and Lighting rates shown in Exhibit

DBO-I, the Company proposes to adjust the weighted-average winning bid price to

recover the cost of line losses, initial and ongoing administrative costs to provide default

service, and prior period over/under collections with interest.

V. LARGE C&I CUSTOMERCLASS RATES

What rate schedules apply to the Large C&I customer classes?

Large C&I customers are those customers served under rate schedules GL, GLH, L and

HVPS with peak metered demand greater than 300 kW.6

As described by Duquesne Light witness Peoples, the Company plans to lower the kW threshold for
Large C&I customers from > 300 kW to Z 200 kW beginning on June 1,2019.

a.

A.
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Please describe how the current DSS rates

developed.

Large C&I customers are served under Rider No.

("HPS").

for Large C&I customers were

9 - Day-Ahead Hourly Price Service

Is Duquesne Light proposing any changes to the DSS rates for Large C&I

customers in DSP VIII?

Yes. The Company is proposing to simplify the structure of the energy pricing for HPS.

Under the Company's current HPS program, the Company must submit an hourly load

forecast for each HPS customer by 8 am each business day. Each HPS customer then has

the option to modiff that schedule each day prior to l0 am. Energy included in the day-

ahead schedule, subject to modification by each customer, is purchased in the day-ahead

energy market with differences between the scheduled load and actual load for each

customer settled in the real-time market. These purchases in the day-ahead and/or real-

time energy markets are tracked and reconciled on a customer-by-customer basis. In

DSP V[I, the Company proposes to charge each HPS customer using its actual hourly

usage at the day-ahead hourly prices. This will continue to allow customers to manage

their electricity usage and supply costs by providing customers with advanced day-ahead

notice of hourly energy prices, and will eliminate HPS customers' uncertainty associated

with the ex-post real-time price reconciliation.

In addition, the Company proposes to procure full requirements supply for HPS through a

competitive RFP solicitation process. As described by witness Peoples, the Company

will issue a single annual solicitation, wherein the Company will request competitive

14253297v1
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offers from suppliers for two tranches to provide Default Service day-ahead market

supply. The supplier (or suppliers) with the lowest fixed price bids (expressed in dollars

per MWH) will be selected as the winners of the HPS solicitation. In addition to the

winning bid price offered by the supplier, each winning supplier will be paid for its share

of the associated energy, capacity, and ancillary service charges billed to HPS customers.

The winning suppliers' fixed price bids will be designed to recover the renewable energy

supply costs, the energy balancing costs associated with day-ahead schedules versus

actual customer consumption, and any other third-party supplier administrative costs of

providing HPS. The first solicitation will take place in March 2017, with subsequent

solicitations conducted in March of each year throughout the DSP VIII plan period.

Is the Company proposing changes to the Rider No. 9 Fixed Retail Adder for the

DSP VilI plan period?

Yes. The current Fixed Retail Adder ("FRA"; of $4.49 per MWh in Rider No. 9 is based

on the annual costs to provide day-ahead hourly priced service including the ability for

customers to modify their load profile and the need for the Company to reconcile actual

versus forecast load. With the change to a competitive RFP for Rider No. 9, the

Company is proposing to include only the implementation and ongoing annual costs in

the price billed to customers in the same manner as previously described with DSS rates

in RiderNo. 8. Specifically, inthe derivation of the rates effective June I of each year,

the Company will include for recovery through the adder the annual ongoing costs to

provide Rider No. 9 in its revised structure as well as the costs to conduct the RFP for

Rider No. 9. The Company will adjust the adder to include implementation and

1l
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unbundled costs as well as a true-up for the prior period over/under collection of

Company costs recovered through the adder.T Therefore, only the Company expenses to

be recovered through the FRA will be included in the annual reconciliation statement for

Rider No. 9.

Have you prepared an estimate of the FRA effective June lr20l7?

Exhibit DBO-3 shows the estimated RFP costs to be $20,000 and the annual ongoing

costs to be $150,000. Based on the forecasted HPS default service sales of 201,000

MWhs for the period June 2017 through May 2018, the estimated FRA effective June l,

2017 to recover Company costs would be $0.85 per MWh.

VI. UNBUNDLING DEFAULT SERVICE COSTS AND COST RECOVERY

What types of administrative costs does the Company incur to provide default

service?

In addition to the supply costs necessary to provide default service, the Company incurs

costs in two primary areas. First, initial start-up costs are incurred to develop and obtain

approval of the proposed default service plan. Second, ongoing costs are incurred

throughout the duration of the default service plan to implement the plan (e.g., the costs

related to the process of conducting the competitive requests for proposals and evaluating

the results of these solicitations, the incremental administrative costs to provide HPS).

' The unbundling of default service costs is discussed in detail in Section VI.

a.

A.

14253297v1
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How does the Company currently recover administrative costs to prepare and

obtain approval of the proposed default service plan?

The Company currently recovers the costs for external legal and consulting services to

prepare and obtain approval ofthe default service plan through base distribution rates.

How does the Company currently recover the ongoing administrative costs to

provide default service?

The ongoing administrative costs are primarily associated with managing the RFP

process. A third-party independent evaluator conducts the recurring RFPs to obtain DSS

from wholesale suppliers, monitors the results, and prepares reports to the Commission.

These costs for the independent evaluator to conduct the RFPs are easily identifiable and

are recovered through an adder in the applicable procurement class default service rates.

These costs are included in the build-up of the DSS rates in Rider 8. The incremental

costs associated with specific Company activities for a particular procurement group,

such as the cost to provide HPS default service to Large C&I customers already are

unbundled, and are also recovered in the build-up of the applicable procurement group's

DSS rate. Cost and revenue recovery associated with these administrative costs for

specific activities are tracked separately for each procurement group (e.g., the costs to

implement the Company's Time-Of-Use program for Residential customers) to ensure no

cross-subsidy occurs. The costs for the independent evaluator to conduct multiple

solicitations on a given date are allocated evenly to each procurement group for recovery.

14253297v1
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Is the Company proposing to unbundle additional costs from its base rates and

move them to its DSS rates?

Yes. As part of the DSP VII Settlement Agreement, the Company committed to the

following:

In the earlier of its next general rate increase filing or its Default Service Plan filing
for the period commencing June I,2017, Duquesne Light will propose to unbundle
from base rates costs associated with the provision of default service, including
default service proceeding and procurement costs, and cash working capital with
regard to default service procurements. Duquesne Light will simultaneously propose
a mechanism for recoverv of such costs from default service customers.s

The Commission approved the Settlement Agreement in its DSP VII order, and to

comply with this agreement, the Company is proposing to unbundle certain costs from

base rates associated with the provision of default service. Specifically, the Company is

proposing to move recovery of the costs for external legal and consulting services to

prepare and obtain approval of the default service plan from base distribution rates to

DSS rates. The Company is also proposing to move recovery of the cash working capital

costs associated with DSS from base distribution rates to DSS rates. Finally, if new costs

arise related to default service, the Company proposes that those costs also be recovered

through applicable DSS rates. For example, if the procurement contingency plan

described by Company witness Peoples were to be implemented, then those incremental

costs would be included in the DSS rate of the applicable customer class for which the

contingency plan was implemented.

8 lsp VII Order entered January 15,2015 at Docket No. P-2014-2 4l8242,page 10.

14253297v1
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I Q. Did you prepare an estimate of the unbundled costs in dollars that will be moved

2 from Duquesne Light's base distribution rates to the applicable DSS rates?

3 A. Yes. I have estimated these costs based on the information that is available at this time.

4 These costs are summarized in the table shown in Exhibit DBO-3. These are preliminary

5 cost estimates that are subject to change based on final plan design and implementation

6 costs.

7

8 Q. How did you estimate the costs to prepare and obtain approval of the DSP VIII

9 plan?

10 A. The cost estimate in Exhibit DBO-3 is based on the consulting and legal fees to prepare

11 and obtain approval of the DSP VII plan. When implementing Duquesne Light's

12 unbundling proposal, the Company will know and use actual external legal and

13 consulting service cost to prepare and obtain approval for the DSP VIII plan.

t4

15 a. How did you estimate the cash working capital costs associated with DSS?

16 A. The cash working capital cost shown in DBO-3 is based on the supply-related cash

17 working capital costs included in rate base in the Company's 2013 base rate proceeding

l8 at Docket No. R-2013-2372129. The annual revenue requirement for working capital

19 costs shown equals the Company's pre-tax overall return applied to those costs.

20

2l a. When does the Company propose to begin to recover these costs through DSS rates?

14253297v1
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A.

A. The Company proposes to unbundle and recover DSP filing and other identified costs

through DSS rates beginning June 1,2020 or the effective date of rates in its next base

rate proceeding, whichever comes first.

Why does the Company propose to delay unbundling beyond June 11 2017'!

Exhibit DBO-3 contains preliminary estimates of the costs to be unbundled based on

currently available information. Except for the RFP process and ongoing costs to support

current Rider No. 9 day-ahead hourly price service, all of these cost categories are

currently recovered through base distribution rates. Waiting until Duquesne Light's next

base rate case to recover these costs through DSS rates will ensure that there is no double

counting, where costs are being recovered in both base rates and DSS rates, or

alternatively, under-recovery of previously approved costs included in base rates. The

Company entered into a black-box settlement agreement in its 2013 base rate proceeding

at a significantly lower rate increase than originally proposed. Therefore, it is not known

with certainty what costs are currently included in base rates for the particular items to be

unbundled. While rate unbundling is designed to make Duquesne Light "whole" as it

moves certain approved costs from its base distribution rates to the applicable DSS rates,

rate unbundling does have important implications for customers and who bears the

burden of paying for these costs. No matter what, rate unbundling will result in cost

shifting relative to current rates. Costs that otherwise would be collected from all

customers (including EGS customers) in current base distribution rates will only be

recovered from default service customers in the future. Furthermore. to the extent that

unbundled costs are allocated to customer classes based on a pro-rata share of default

14253297v1
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service load, and that allocation methodology differs from that used to allocate bundled

costs in base rates, this also may result in cost shifting among customer classes. Rate

unbundling needs to be accomplished in a coordinated manner and should occur in a base

rate proceeding where all of the Company's revenues and expenses can be reviewed.

This will allow newly unbundled costs to be completely removed from future base rates,

and at the same time, to be fully included in future DSS rates. Because the date of the

Company's next base rate cannot be predicted with certainty, we have included a date for

unbundling without a base rate case though that approach is not preferable for the reasons

I have explained.

Please explain how the Company proposes to assign the unbundled costs to each

customer class.

A. The Company proposes to allocate unbundled costs to each customer class based on

forecasted default service MWhs.

Once the total estimated costs are allocated to a customer class. how does the

Company propose to recover those costs?

The Company proposes to divide the unbundled costs by the approved number of years of

the DSP Plan and develop a monthly fixed expense amount for each of the four customer

classes (i.e. Residential/Lighting, Small C&I, Medium C&I and Large C&I). The

monthly unbundled costs will begin June 1, 2020 or the effective date of rates in its next

base rate proceeding whichever comes first. As shown in Exhibit DBO-I, the Company

16 a.

T7

18

r9

20
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22

A.
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will include the monthly expense amounts in the derivation of the rates for each rate

effective period based on the number of months in the rate effective period. For example,

the DSS rates effective June I,2020 through November 30,2020 will include six months

ofunbundled expenses.

With regard to unbundling default service costs, is the Company proposing any

changes in the reconciliation currently in use for default service rates?

The Company proposes to use the four year revenue requirement for these unbundled

costs as the actual expense to recover. The 1307e reconciliation statement for each

customer class will include a line item for the monthly expense. The reconciliation for

the unbundled monthly expense will capture only changes in default service kWh sales

(e.g., the difference between the forecasted kWh at the outset when setting rates and

actual default service kWh sales). The difference in recovery of the unbundled expense

(over or under collection) created by variations in kWh sales will be recovered through

the e-factor component of the DSS rates for the applicable customer class.

VII. RETAIL COMPETITION COSTS AND COST RECOVERY

What types of activities is the Company engaged in to support retail competition?

The Company currently engages in a number of activities to support retail competition,

including:

o Administering a Purchase of Receivables ("POR") program, whereby

Duquesne Light agrees to purchase the accounts receivable, without recourse,

A.

a.

A.

14253297v1
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a.

associated with EGS sales of retail electric commodity services to Residential,

Small C&I, and Medium C&I customers within Duquesne Light's service

territory.

o Administering a Standard Offer Program ("SOP"), which is designed to

encourage customers to shop with an EGS at a prescribed discount to the PTC

at the time of the offer.

o Administering other Commission-mandated activities, programs, projects,

services etc. to enhance the competitive energy market in Pennsylvania.

How does the Company currently recover the costs of these retail competition

initiatives?

A. The Company has several mechanisms in place to recover the costs of these retail

competition initiatives.

o For the POR program, defined in Rule 12.1.7 of the EGS Coordination Tariff,

Duquesne Light purchases the EGSs' electric commodity (which is comprised of

generation and transmission service) receivables at a fixed discount currently set

at 0.52o/o for Residential and Small C&I customers. and 0.28% for Medium C&I

customers.

o For the SOP program, defined on pages 428 and 42C of the EGS Coordination

Tariff, the Company charges participating EGSs a fee of $10.28 for every

customer that is enrolled.

o The Company recovers the expenses associated with implementing Commission-

mandated activities, programs, projects, services etc. to enhance the competitive

14253297v1
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4

energy market in Pennsylvania through a non-bypassable Retail Market

Enhancement Surcharge ("RME Surcharge") defined in Rider No. 1 of the

Company's retail tariff.

5 Q. Is the Company proposing to change the way it recovers these costs to support retail

6 competition in this proceeding?

7 A. No. The POR program continues to work successfully and there is no reason to change

8 the structure of the progftrm in this proceeding.

9 The RME Surcharge was approved in the Company's DSP VII plan effective June

l0 1,2015 (Docket No. P-2014-2418242) and the first surcharge will become effective June

11 1,2016.

12 As explained by witness Morrison, the Company is proposing to continue its

13 current SOP program and will continue to recover the associated costs of the SOP

14 program directly from participating EGSs.

l5

16 a. How does the Company recover PJM transmission charges?

17 A. The Company recovers PJM transmission charges associated with default service through

18 its Transmission Service Charge ("TSC"). These charges are FERC-approved and billed

19 pursuant to the PJM open access transmission tariff ("OATT"). The TSC provides the

20 Company recovery of its costs for transmission service associated only with default

2I service load and establishes the basis of the transmission component of the PTC.

22

20
14253297v1
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a.

A.

a.

A.

a.

A.

Is the Company proposing to maintain its current methodology for recovering PJM

transmission charges?

Yes. The Company proposes to continue the same responsibility for PJM charges as

defined in the current Supply Master Agleement ("SMA") and approved by the

Commission for the current default service plan. As a result, the Company is not

proposing to change its TSC.

V[I. TIME-OF.USE RATES

Does the Company currently have in effect any TOU rate offering?

As described by witness Peoples, the Company recently conducted an RFP in accordance

with the DSP VII plan for TOU supply that will cover the delivery period June 1, 2016

through May 31, 2017. Based on the results of the RFP, eligible Residential customers

with the necessary metering and communications system will be able to choose between

two different TOU time periods and price levels. Eligible Residential customers who

elect TOU service will become EGS customers and will be enrolled bv the EGS

providing the TOU service.

Will the TOU rates of the winning EGSs in the RFP be included in the Company's

Retail Tariff?

No. Since the TOU service is provided by an EGS and customers enrolled in the TOU

program will be EGS customers, it is not necessary to include the rates in the Company's

tariff.

14253297v1
2l



1 Q. For the TOU program effective June 1, 2016 through May 31, 2017, will the

2 Company perform any reconciliation of revenues collected with respect to changes

3 in load or shifted demand for TOU program participants served by an EGS?

4 A. No. The EGSs supplying TOU will incur the supply costs and receive the supply

5 revenues.

6

7 Q. How will the costs to implement the TOU program effective June 1, 2016 through

8 May 31, 2017 be recovered?

9 A. The EGSs supplying TOU service will be responsible for recovering their own costs.

10 Any incremental costs incurred by the Company to implement and retain the TOU

1l program will be borne by Residential default service customers. The Company will

12 begin to recover these costs through Residential DSP VII rates effective December l,

13 2016. Exhibit DBO-3 shows a line item for inclusion of TOU costs in the event cost

14 recovery extends into the DSP VIII plan period.

l5

16 a. Is the Company proposing any changes to how TOU service will be provided for

17 customers in DSP VIII?

18 A. Yes. As described by witness Peoples, the Company will facilitate the ability for EGSs

19 to offer TOU rates during the DSP VIII plan period.

20

2l a. Is the Company proposing changes to its Retail Tariff regarding EGS TOU

22 programs for the DSP VIII plan period?

14253297v1
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a.

A.

A. The Company is proposing one change to its Retail Tariff, Rider No. 8, Default Service

Supply, to allow the Company to recover expenses to support an EGS TOU program

offering during the four-year DSP VIII plan period. The Company has added language to

ensure that the Company's expenses related to administering the program of allowing

EGS TOU offerings are assigned to the appropriate customer class for recovery.

IX. RECONCILIATION AND PRICE TO COMPARE

What reconciliation period does the Company currently use for current default

service rates?

Default service rates are currently reconciled on a six-month basis. In general, the

current reconciliation period is the six-month period ending 120 days prior to the

effective date of the new rates. New rates effective on June I't include reconciliation of

actual revenue and actual expense for the six months ending January 3l't. New rates

effective on December l't include reconciliation of actual revenue and actual expense for

the six months ending July 3l't. For the statements necessary for 1307e filing

requirements which are on a twelve-month basis, the Company combines two six-month

reconciliation periods and submits a twelve-month reconciliation filing for the twelve

months ending January 3l't in accordance with 66 Pa C.S. $1307e. The reconciliation

periods are defined in the Retail Tariff in Rider No. 8, Default Service Supply.

Is the Company proposing any changes to the reconciliation periods in this

proceeding?

a.

14253297vt
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a.

A.

A. No. The reconciliation periods were approved in DSP VII to provide sufficient time for

EGSs to evaluate the impact to the PTC. The Company is proposing to continue the

same reconciliation schedule and process with the inclusion of unbundled expenses in

DSP VIII.

Is the Company proposing any new customer class annual reconciliation under DSP

vIIr?

Yes. As described in Section V, the Company is proposing to include the implementation

and ongoing annual costs in the price billed to large C&I customers in the same manner

as with current DSS rates in Rider No. 8. As such, the Company will file with the

Commission a reconciliation statement of the revenues, expenses and resulting over and

under recovery in accordance with 66Pa C.S. $ 1307e. The reconciliation statement will

reconcile actual revenue and actual expense associated with the Company portion of the

FRA. All other cost components of Rider No. 9 are the responsibility of the winning

hourly price service suppliers.

Please explain the current process of how the Company posts the PTC.

The Company has implemented the following steps in its procurement process to post the

PTC:

o Post an estimated PTC within seven days from receipt and determination

of the winning bids in the RFP.

o Post an estimated default service rate model at the time the weiehted

average winning bid price is released.

a.

A.

14253297v1
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a.

A.

. Post the final default service rate model includine the final PTC 60 davs

before the effective date showins the derivation of the final default service

rates.

How is the Company proposing to post the PTC in this proceeding?

The Company proposes to continue its current practices and will post the final PTC 60

days in advance of each application period except for the June 1 application period. For

the June 1 application period, the Company will post the supply component 60 days in

advance and will post the final PTC, including the transmission component, 15 days in

advance because the transmission component of the PTC will not be known until May l5

ofeach year.

IX. TARIFF CHANGES

Have you prepared a form of Retail Tariff supplement that contains changes

necessary to implement the Company's proposed default service plan?

Yes. Exhibit DBO-4 contains the necessary changes to the rate schedules and applicable

riders to implement the proposed default service plan. Exhibit DBO-5 is a red-line

version of the current Retail Tariff reflecting the proposed changes in Exhibit DBO-4.

In general, what changes is the Company proposing to make to the Retail Tariff?

The proposed changes are necessary to implement the proposed default service plan in

this proceeding and recover the associated costs. The Company proposes to make the

following modifications to reflect the default service plan described above:

a.

A.

a.

A.

14253297v1
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o Rider No. 8 - Default Service Supply: revised to show that the rate effective

period for DSS rates is four years, to reflect a change to potentially recover

the relevant costs associated with Company solar contracts, if any, for the

Residential and Lighting customers class during the DSP VIII plan periode

and to recover unbundled default service costs at some point during DSP VIII.

o Rider No. 9 - Day-Ahead Hourly Price Service: revised to reflect the RFP

process for hourly price service and associated adders, changes to recover

unbundled default service costs at some point during the DSP VIII plan period

and other changes in the structure described by Duquesne Light witness

Peoples.

Have you prepared a form of Electric Generation Coordination Tariff Supplement

that contains changes necessary to implement the Company's proposed default

service plan?

Yes. Exhibit DBO-6 contains the necessary changes to the rate schedules and applicable

riders to implement the proposed default service plan. Exhibit DBO-7 is a red-line

version of the current EGS Tariff reflecting the proposed changes in Exhibit DBO-6.

In general, what are the changes that the Company is proposing to the EGS Tariff?

The Company proposes two changes to the EGS Tariff:

9 
The stmcture of the solar arrangements is not known at this time, and is subject to Commission approval
in a later Company filing. The revenue requirements associated with any Commission-approved solar
contracts and their administration will be recovered from Residential and Lighting customers. The
proceeds of any solar energy, capacity, ancillary services, and solar AECs that are acquired and in excess
of those allocated to default service suppliers, and therefore sold into the market, if any, will be credited
to Residential and Lighting default service customers through Rider No. 8. The rates of other default
service customer classes will be unaffected by the Company's solar proposal.

A.

a.

A.

14253297v1
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5

o Rule 12.1.7.4 Other Payment Provisions: revise language to clarify actual

payment provisions for EGS customers on budget billing.

o Standard Offer Program: change the applicability of the Customer

Acquisition Fee from May 31, 2017 to May 31,2021.

6 a. Why is the Company proposing changes to Rule 12.1.7.4 in this proceeding?

7 A. Rule 12.1.7.4 was recently revised by the Company to add clarification for bill ready

8 functionality. The proposed change adds additional clarity with regard to bill ready

9 budget billing customers.

10

I I X. CONCLUSION

12 a. Does this conclude your Direct Testimony at this time?

13 A. Yes.

14253297v1
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VERIFICATION

l, David B. Ogden, Manager, Rates and Tariff Services for Duquesne Light Company ("Duquesne

Light"), hereby state that the testimony set forth in Duquesne Light Statement No. 4 is true and correct to

the best of my knowledge, information and belief, and that if asked orally at a hearing on this matter, my

answers would be as set forth herein.

I understand that the statements herein are made subject to the penalties of 18 Pa.C.S. $4904

relating to unsworn falsification to authorities.

6,*5e*
Date: April29,2016 David B. Ogden, Manager, Rates and TariffServices



Duqu6ne Llght Comp€ny Exhlblt DBOI
D.feuft Servlc. Supply Plan - Juno I, 2017 through W 31, m21
lllustrative Ex.mple. Derlvation of R6ldcr ial and Llghllng D.lault S€rvice Supply Retea

1 RFP Average Wholesale Price ($/ItIWh)

2 LrneLosses-T&D

Residential Classes Lrghting Classes
(RS. RH. RA) (AL.SE.SM.SH.PAL)

$50.00 /MWh $50.00 /MWh Weighted bid pnce (Notel)

Transmissron (0 8%); drstrrbuton (6.1%)
3 Price Adiustment for Losses ($/MWh) $3 45 /MWh $3.45 /M!\h Line 1 . Line 2
4 Adtusted Wholesale Price for Losses ($/MWh) $53.45 /M!ryh $53.45 /M\ ih Line 1 + Line 3

15 Sd6rconh8clcod $000/MWl $0,00 /MWh E.rinated e,Aens for so|3r cst.cr @srs Fr d&i at h<d No. XXX. :I

! O rorecast POLR Sales (MWh)

! , o*r,0" services Fees

I I Unbundled Default Service Costs

1,291,000

$20,000
$442,763

Forecast Resrdential & Lrghting default service sales (MWh)(Note 3)

Outside services to conduct RFPs (Note 3)
Amortization of 6 months of unbundled defiault service costs oer order at Docket

(Over)/under collection including interest (Note 1)

Line 6
10 Reconciliation Adjustment
11 Forecast POLR Sales (MWh)

($s0,000)
1,291,000

12 EFadot Rate ($/MWh) ($0.04) /M!\,h ($0.04) /MWh Line 10 / Line 11

13 Adrusted Wholesale Price ($/MWh) $53.77 /MWh $53.77 /MWh Line 4 + Lrne 5 + Line 9 + Lrne 12

14 Rate Factor 1.0053 0.6150 Exhibit DBO-2

15 Adjusted Wholesale Price for Rate Factor ($/MWh) $54.06 /MWh $33.07 /MWh Line 13 - Line 14

!-ro-r-otre-oe-ra-m-effiae-a-----------$-1oo:doo- --------n&i-- --------------l
i 17 Fde.aEr POLR S€r€s tMWh) I,OOo.Ooo Fo.lc6sr R6i.hntlal d€faurr sctulc. .sl€E {MwHXr.ob 1) |i18-T9qE€,1$4tg!l-- ---!910S------$99944Utr----r!916JLJsg-------------------------i

19 Total Adiusted Vvholesale Price ($/MWh) $54.16 /MWh $33.07 /MWh Lrne 15 + Line 18

20@ _____!?.92_4!4_ Lire 1e' ( 05e(n.05e))
2r TobrR.tallF{ab ($/Mwh) s57.56 /wM'h 135.14 /MWh LiE19+Lne20

22 Default Service Supply Rate 5J999 d/kw!_ _9.sts7 d/kw!_ llne 21 / 10 (Note 2)

1/ For illustrative purposes only.
2l/ Lighting class supply rate will be applied to monthly kwh consumption of each fixture in rate classes SM, SH and PAL to derive monthly fixed
default service supply charge per fixture.
3/ Annual illustrative estimates shown rn DBO-3.



Duquesne Light Gompany
Default Service Supply Plan - June 1, 2017 to May 3'1,2021
Derivation of Factors for Glass Rate Determination

1

2

3
4

Exhibit DBO-2

Gaoacitv

5 Capacity Obligation (MW-day)

Residential

490,091

4,406,079

$147.50
$162.44
$162.44
$162.44

$16.41
$18.07
$1e.07
$18.07

Liohtino

1,213

61,2072015 Load (MWH)

Capacity Price ($/MW-day) (1)

Capacity Price ($/MWH)

2017-2018
2018-2019
2019-2020
2020-2021

2017-2018
2018-2019
2019-2020
2020-2021

$147.50
$162.44
$162.44
$162.44

$2.92
$3.22
$3.22
$3.22

Caoacitv + Enerov
Residential Lightinq Tota

2017-2018 $49.23 $30.12 $48.97
2018-2019 $50.89 $30.41 $50.61
2019-2020 $50.89 $30.41 $50.61

41

Rate Factors
Residential

2017-2018 1.0053 0.6150
2018-2019 1.0055 0.6009
2019-2020 1.0055 0.6009
2020-2021 1.0055 0.6009

1/ From Capacity Performance Transition Incremental Auction for 201712018. From Base Residual
Auction for 201812019. Assumes 201812019 Price for 201912020 & 202012021 .

11



Duquesne light Company Exhibit D8O-3
Default Service Plan June I,2Ot7 lo May 3t,2O2l
Estimated Default Service Preparation and lmplementation Costs [1]

A=(B*4) B={C+D+E+F) C D E F

Line ,!!em

Current Recwery Proposed Recovery

Mechanism Mechanism

Total Annualized

Estimated Estimated Residential &
Descnotion Costs Costs Lishtins Sg!.']e!il Medium C&l Larse C&l

I RFPProcessandEvaluation[2] Defaultseruice DefaultSeruicesupplyRates consultingservicesforrndependent 5720,000 5180,000 540,000 540,000 580,000 520,000

2 TOU Program

Supply Rates (Direct Assignment) evaluator to conduct RFPS (reoccurring)

DefaultSerurce DefaultServiceSupplyRates lmplementandmaintainTOUrates TBD TBD

Supply Rates (Direct Assignment) supphed by EGSs

s0 s0 s0

2 Forecasted POLR Sales (MWh) - 5.1.2017 - 5.31.2018 2,582,000 367,000 693,000 201,000

3 Unbundled oefault Seruice Costs

4 FilingPreparationand DistributronBase DefaultSeruiceSupplyRates Consultingservicesandoutsidecounselto 51,195,000 S298,750 5200,727 528,530 553,873 515,625
Approval Process Rates (Allocated on forecasted help prepare filing and throughout

POLR MWhs) regulatory process

5 Working Cap

Seruice Supply [3] Rates (Allocated on forecasted the utility's out-of-pocket payment
POLR MWhs) expenses and the collection of revenues

for default seruice.

6 Administrationoflargec&l Defaultserurce DefaultservicesupplyRates AdministrativeadderforlargeC&l 5600,000 5150,000 S0 S0 S0 5150,000
Hourly Price Default Seruice Supply Rates (Direct Assignment) customers on default serurce.

7 Total (lin!1+linc4+Line5+Line6]

U All costs subject to change depending on final order and implementatron costs.

2/ Assumes -S20k per RFP, 32 separate RFPs over the course of four years.

s6,592,0O0 s1,648,q'0:



B(HIBIT NO. DBO4

SUPPLEMENT NO. XXX
TO ELECTRIC _ PA. P.U.C. NO. 24

€t Duquesne Light

SCHEDULE OF RATES
For Electric Service in Allegheny and Beaver Counties

(For List of Communities Served, see Pages No. 4 and 5)

lssued By

DUQUESNE UGHT COMPANY
41 1 Seventh Avenue
Pittsburgh, PA 15219

Richard Riazzi
President and Chief Executive Officer

ISSUED: XXXXX XX,2017 EFFECTIVE: June 1. 2017

lssued in compliance with Commission Order dated XXXXX XX,2017,
at Docket No. P-2016-XXXXXXX.

NOTICE
TH|S TARTFF SUPPLETVTENT MAKES CHANGS TO TWO (2) DflSTING RIDERS

See Page Two



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO. 2

UST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES

Rider No. 8 - Default Service Supply Twenty-Second Revised Page No. 88
Cancelling Twenty-Fist Revised Page No. 88

Tenth Revised Page No. 88A
Cancelling Ninth Revised Page No. 88A

Information that was previously on Page No. 88 has been moved to Page No. 88A in order to accommodate
the additional application periods (June 1 , 2017, through May 31 , 2021) for the applicable rate classes under
the proposed four-year default service plan.

Rider No. 8 - Default Service Supply Original Page No. 88A-1

Information that was previously on Page No. 88A has been moved to Page No. 88A-1 in order to
accommodate the additional application periods (June 1 ,2017, through May 31 ,2021) for the applicable rate
classes under the proposed four-year default service plan.

Rider No. 8 - Defauft Service Supply Odginal Fage No. 88A-1

Odginal Fage No. 88A-2

Original Page No. 88A-1 and Original Page No. 88A-2 have been added to Rider No. 8 - Default Service
Supply to accommodate the additional application periods (June 1 , 2017, through May 31 , 2021) for the
applicable rate classes under the proposed four-year default service plan.

Rider No. 8 - Default Service Supply Fifth Revised Page No. 88B
Cancelling Fourth Revised Page No. 88B

Language has been added to state that the Company may purchase and provide up to 20 MW of its
Alternative Energy Credits ("AEC") solar requirements associated with the default service load for the
residential and lighting procurement group.

Language has been added to state that the updated rates for the DSS will include the cost for Company solar
contracts, if any, for the residential and lighting group.

Rider No. 8 - Default Service supply

The formula has been revised to include "SLR"

Fourth Revised Page No. 88G
Cancelling Third Revlsed Page No. 88C

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE I ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO. 2A

UST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Rider No. 8 - Default Service supply Fourth Revised Page No. 88C
Cancelling Third Revised Page No. 88C

Language has been added in the "DSS"" section to state that the Company's costs may also include the
expenses to support time-of-use ('TOU") programs offered by EGSs and how those costs will be assigned and
prepared and for what time period.

Second Revised Page No. 88E
Gancelling First Revised Page No. 88E

Language has been removed from the "Annual Reconciliation" section that pertained to how reconciliation
would take place for a portion of the June 1 , 2015, through May 31 ,2017.

Rider No. 8 - Default Service supply

"SLR' has been added and defined under the "Calculation of Rate"

Language has been deleted in the definition of "E' (E-Factor)
reconci liat ion process.

Rider No. 8 - Default Service supply

Rider No. 9 - Day-Ahead Hourly Price Service

Rider No. 9 - Day-Ahead Hourly Price Service

Rider No. 9 - Day-Ahead Hourly Price Service

Rider No. 9 - Day-Ahead Houdy Price Service

Rider No. 9 - Day-Ahead Hourly Price Service

Rider No. 9 - Day-Ahead Hourly Price Service

Rider No. 9 - Day-Ahead Hourly Price Service has been
Proposal ("RFP') process for hourly price service.

Second Revised Page No. 88D
Cancelling First Revised Page No. 88D

section.

that no longer pertains to the proposed

Third Revised Page No. 89
Cancelling Second Revised Page No. 89

Third Revised Page No. 90
Gancelling Second Revised Page No. 90

Fourth Revised Page No. 91
Cancelling Third Revised Page No. 91

Third Revised Page No. 92
Cancelling Second Revised Page No. 92

Fourth Revised Page No. 93
Gancelling Third Revised Page No. 93

Filst Revised Page No. 93A
Cancelling OriginalPage No. 93A

revised to reflect the change to a Request for

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE I ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO. 28

UST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Rider No. 9 - Day-Ahead Hourfy Price Service Fourth Revised Page No. 91
Cancelling Third Revised Page No. 91

A "Fixed Retail Administrative Charge" ('FRA") has been added to Rider No. 9 - Day-Ahead Hourly Price
Servic. The FRA will consist of the sum of administrative charges for the suppliers providing hourly price
service, as determined by the RFP process, and for the Company to obtain supply and administer the service.

The "Renewable Energy" section has been removed to reflect the change to an RFP process for hourly price
service.

Rider No. 9 - Day-Ahead Hourly Price Service Fourth Revised Page No. 91
Cancelling Third Revised Page No. 91

Language has been provided in the "Fixed Retail Administrative Charge" ("FRA") to state that any unbundled
costs of preparing the Company's default service plan filing and working capital costs associated with default
service supply will also be recovered through the FRA, when applicable.

Rider No. 9 - Day-Ahead Hourly Price Seruice Third Revised Fage No. 92
Cancelling Second Revised Fage No. 92

A "Procurement Process" section and "Contingency Han" section have been added to Rjder No.9 - Day-
Ahead Hourly Price Service to reflect the change to an RFP process for hourly price service. These two
sections describe the Company's process for obtaining day-ahead hourly price service under this rider.

Rider No. 9 - Day-Ahead Hourly Price Service Fourth Revised Page No. 93
Cancelling Third Revised Page No. 93

An "Annual Reconciliation" section has been added to Rider No. 9 - Day-Ahead Hourly Price Service to
reflect the change to an RFP process for hourly price service. This section describes the Company's process
for reconciling revenues, expenses and resulting over and under recovery for obtaining day-ahead hourly price
service under this rider.

Rider No. 9 - Day-Ahead Hourly Price Service

The "Day-Ahead Scheduling Guidelines" section has been
for hourly price service.

First Revised Page No. 93A
Cancelling Odginal Fage No. 93A

removed to reflect the change to an RFP process

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

THIRTY-SECOND RB/ISED PAGE NO. 3
CANCELUNG THIRTY-FIRST RF/ISED PAGE NO. 3

TABLE OF CONTENTS
Page Number

List of Modifications......... 2- 28
Table of Contents.... ................3
List of Communities Served ...................4-5
RULES AND REGUI-ATIONS ...............6.31A

RATES:
RS ResidentialSeruice 32-33
RH ResidentialSeruice Heating...... 34-36
RA ResidentialSeruice Add-on Heat Rrmp 37-39
GS/GM GeneralService Smalland Medium .....4042
GMH General Seruice Medium Heating ........4346
GL General Service [ar9e........ 4749
GLH GeneralService l-arge Heatin9............... 50-52
L Large Power Seryice ........53-56
HVPS High Voltage Power Service...... 57-60
AL Architectural Lighting Service...... ....... 61-63
SE Street Lighting Energy....... 64-67
SM Street Lighting Municipal ..68-70
SH Street Lighting Highway ...71-73
UMS Unmetercd Service 74-75
PAL Private Area Li9htin9............... 76-78

STANDARD CONTRACT RIDERS:
General...... ........79
Rider Matrix ......79A

No. 1 RetailMarket Enhancement Surchar9e............... .80-80A
No. 2 Untran#ormed Service.. ........81
No. 3 Schooland Govemment Service Discount Period ........82
No. 4 Budget Blling HUD Finance Multi-Family Housing. .......83
No. 5 UnivercalService Charge...... ...........84-85A
No. 6 Temporary Service ...............86
No. 7 SECA Char9e............... ........87
No. 8 Default Service Supply ... 88€8E
No. 9 Day-Ahead Hourly Price Service .............. ..........89-93A
No. 10 State Tax Adjustment Surcharge .............94
No. 11 Street Railway Seruice ..........95
No. 12 Hlling Option - Volunteer Fire Companies and Nonprofit Senior Gitizen Centerc ..................96
No. 13 General Service Separately Metered Eectric Space Heating Service .................97
No. 14 ResidentialService Separately Metered Electric Space and Water Heating ...98-99
No. 15 These Pages Intentionally Left Bank 100-100C
No. 15A Phase lll Eneqy ffficiency and Conservation Surcharge ............ ........ 100D-l00G
No. 16 Service to Non-Utility Generating Facilities.. ...... 101-102
No. 17 Emergency Energy Conservation............... ....... 103-104
No. 18 Rates for Purchase of Electric Energy from Customer-Owned Renewable

Resources Generating Facilities..... .... 105
No. 19 These Pages Intentionally left Bank 106-107
No. 20 Smart Meter Charge .. 108-1098
No. 21 Net Metering Service .1',0-1124

APPENDIX A:
Transmission Seryice Charges..... ... I 13-1 16

(C) - Indicates Change

(c)

|SSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC _ PA. P.U.C. NO. 24

TWENTY-SECOND RF/ISED PAGE NO. 88
CANCELUNG TWENTY-FIRST REI/ISED PAGE NO. 88

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE SM, SH, UMS and PAL)

Default Service Supply ("DSS") provides residential, commercial, industrial and lighting customers on the
applicable rate schedules with a default service supply rate that is determined based on a request for
proposal to acquire the energy to serve the load of customers taking service under the provisions of this
Rider. Commercial and industrial customers are defined in Rate Schedules GS/GM and GMH, and, in
general, are those customers with a monthly metered demand that is less than 300 kW in a twelve (12)
month period.

DEFAULT SERVICE SUPPLY RATE

Residential

(Rate Schedules RS, RH and RA)

Application Pedod supDlv charqe - cfl(wh

June 1 .2017 throuqh November 30,2017 X.XXXX
December 1. 2017 throuoh Mav 31 . 2018 X.XXXX

June 1 ,2018 through November 30, 2018 X.XXXX
December 1,2018 throush Mav 31 ,20'19 X.XXXX

June 1 .2019 throuqh November 30, 2019 X.XXXX
December 1,2019 through May 31 ,2020 X.XXXX

June 1 ,2O2O through November 30,2020 X.XXXX
December 1.2020 throuqh Mav 31 ,2021 X.XXXX

Small Commercial and Industrial customes with monthly metered demand less than 25 kW.

(Rate Schedules GS/GM and GMH and Rate Schedule UMS)

Application Pedod Suoolv Charue - drkwh

June 1 .20'17 throuqh November 30,2017 X.XXXX
December 1,2017 through May 31 ,2018 X.XXXX

June 1 , 2018 through November 30, 201 8 X.XXXX
December 1.2018 throuqh May 31 ,2019 X.XXXX

June 1 ,2019 throush November 30, 2019 X.XXXX
December 1.2019 throuqh Mav 31 ,2020 X.XXXX

June 1 ,2020 through November 30,2020 X.XXXX
December 1, 2020 throush May 31 , 2021 X.XXXX

(C) - Indicates Change

(c)

(c)

|SSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE IJGHT COMPANY SUPPLEMENT NO. XXX
ELECTRIC - PA. P.U.C. NO. 24
TENTH REVISED PAGE NO. 88A

CANCELUNG NINTH REVISED PAGE NO. 88A

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continued)

Medium Commercial and lndustrial customers with monthly metered demand
equal to or greater than 25 kW and less than 300 kW.

(Rate Schedules GS/GM and GMH)

Application Period Supplv Chame - d/kwh

June 1, 201 7 throuqh Auqust 31 . 201 7 X.XXXX
Seotember 1.2017 throuoh November 30.2017 X.XXXX
December 1.2017 throuqh Februarv 29.2018 X.XXXX

March 1. 2018 throuoh Mav 31 . 2018 X.XXXX

June 1 . 2O18 throuoh Auoust 31. 2O18 X.XXXX
September 1. 2018 throuqh November 30. 2018 X.XXXX
December 1. 2018 throuoh Februarv 28. 2O1S X.XXXX

March 1,2019 throuqh Mav 31, 2019 X.XXXX

June 1 , 201 9 throuqh Auqust 31. 201 9 X.XXXX
September 1.2019 throuqh November 30. 2019 X.XXXX
December 1. 2019 throuoh Februarv 29. 2020 X.XXXX

March 1, 2020 throuqh Mav 31. 2020 X.XXXX

June 1, 2020 throuqh Auqust 31, 2020 X.XXXX
Seotember 1.2020 throuoh November 30. 2O2O X.XXXX
December 1.2020 throuqh February 28.2021 X.XXXX

March 1.2021throuoh Mav 31 .202'l X.XXXX

Lighting

(Rate Schedules AL and SE)

(C) - Indicates Ghange

(c)

(c)

Application Period Suoolv Charqe - d/kwh

June 1 .2017 throuqh November 30.2017 X.XXXX
December 1, 2017 throuqh Mav 31 , 2018 X.XXXX

June 1 ,2018 through November 30, 2018 X.XXXX
December 1, 2018 throuqh Mav 31 , 2019 X.XXXX

June 1 ,2019 throuqh November 30, 2019 X.XXXX
December 1, 2019 through May 31 , 2020 X.XXXX

June 1 ,2020 through November 30,2020 X.XXXX
December 1,2020 throuqh Mav 31 ,2021 X.XXXX

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY
ELECTRIC - PA. P.U.C. NO. 24

ORIGINAL PAGE NO. 88A-1

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, Al, SE SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continued)

Lighting

(Rate Schedules SM, SH and PAL)

Lamp wattage as available on applicable rate schedule.

June 1 , 2017 through May 31 , 2018 and June 1, 2018 thrcugh May 31 , 2019

(C) - Indicates Change

(c)

Application Period

Wattaqe

Nominal
kWh Energy Usage

per Unit
per Month

06t01t2017
through

11t30t2017

12t01t2017
through

05t31t2018

06/01/2018
through

11t30t2018

12t01t2018
through

05t3112019

Supplv Gharqe d per kWh X.XXXX X.XXXX X.XXXX X.XXXX

Fixture Chame - $ per Month
Mercury Vapor

100 44 X.XXXX X.XXXX X.XX X.XX
175 74 X.XXXX X.XXXX X.XX X.XX
250 102 X.XXXX X.XXXX X.XX X.XX
400 161 X.XXXX X.XXXX X.XX X.XX

1 000 386 X.XXXX X.XXXX X.XX X.XX
Hiqh Pressure Sodium

70 29 X.XXXX X.XXXX X.XX X.XX
100 50 X.XXXX X.XXXX X.XX X.XX
150 71 X.XXXX X.XXXX X.XX X.XX
200 95 X.XXXX X.XXXX X.XX X.XX
250 110 X.XXXX X.XXXX X.XX X.XX
400 170 X.XXXX X.XXXX X.XX X.XX

1 000 387 X.XXXX X.XXXX X.XX X.XX
Flood Liqhtinq - Unmetercd

70 29 X.XXXX X.XXXX X.XX X.XX
100 46 X.XXXX X.XXXX X.XX X.XX
150 67 X.XXXX X.XXXX X.XX X.XX
250 100 X.XXXX X.XXXX X.XX X.XX
400 155 X.XXXX X.XXXX X.XX X.XX
Liqht-Emittinq Diode (LED)

43 15 X.XXXX X.XXXX X.XX X.XX
106 37 X.XXXX X.XXXX X.XX X.XX

|SSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY
ELECTRIC - PA. P.U.C. NO. 24

ORIGINAL PAGE NO. 88A-2

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, Al- SE SM, SH, UMS and PAL)

DEFAULT SERVIGE SUPPLY RATE - (Gontinued)

Lighting+ (Continued) -
(Rate Schedules SM, SH and PAL)

lamp wattage as available on applicable rate schedule.

June 1 ,2019 through May 31 ,2020 and June 1,2020 through May 31 ,2021

(C) - Indicates Ghanqe

(c)

Application Period

Wattaqe

Nominal
kWh Energy Usage

per Unit
oer Month

06/01/2019
through

11t30t2019

12t0112019
through

05t3112020

06t01t2020
through

11t30t2020

12t01t2020
through

05t31t2021

Supplv Charqe d per kWh X.XXXX X.XXXX X.XXXX X.XXXX

Fixture Gharge - $ per Month
Mercurv Vaoor

100 44 X.XXXX X.XXXX X.XX X.XX
175 74 X.XXXX X.XXXX X.XX X.XX
250 102 X.XXXX X.XXXX X.XX X.XX
400 161 X.XXXX X.XXXX X.XX X.XX

1 000 386 X.XXXX X.XXXX X.XX X.XX
Hiqh Pressure Sodium

70 29 X.XXXX X.XXXX X.XX X.XX
100 50 X.XXXX X.XXXX X.XX X.XX
150 71 X.XXXX X.XXXX X.XX X.XX
200 95 X.XXXX X.XXXX X.XX X.XX
250 110 X.XXXX X.XXXX X.XX X.XX
400 170 X.XXXX X.XXXX X.XX X.XX

1 000 387 X.XXXX X.XXXX X.XX X.XX
Flood Liqhting - Unmetered

70 29 X.XXXX X.XXXX X.XX X.XX
100 46 X.XXXX X.XXXX X.XX X.XX
150 67 X.XXXX X.XXXX X.XX X.XX
250 100 X.XXXX X.XXXX X.XX X.XX
400 155 X.XXXX X.XXXX X.XX X.XX
Liqht-Emittinq Diode (LED)

43 15 X.XXXX X.XXXX X.XX X.XX
106 37 X.XXXX X.XXXX X.XX X.XX

fSSUED: XXXXX XX.2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

FIFTH REVISED PAGE NO. 88B
CANCELUNG FOURTH RB/ISED PAGE NO. 88B

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, FlH, RA, GS/GM, GMH, Al- SE SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continued)

The Company will provide default service supply under this Rider by obtaining the requirements from
suppliersthrough competitive procurements using a Request for Proposal ("RFP') process. The chargesfor
DSS calculated based on the results of the RFP process for service under this Rider will be effective as
defined above.

DSS obtained through the RFP process includes energy, capacity, transmission and distribution line losses,
congestion and congestion management costs, all or some of the Alternative Energy Credits ("AECs"),
ancillary services, PJM grid management charges and other such services or products that are required to
provide default service to the Company's customers including Auction Revenue Rights and Financial
Transmission Rights ('ARRS/FTRS"). The Company may purchase and provide up to 20 MW of its AEC
solar requirements associated with the default service load for the residential and lighting procurement
group. The AECs provided by the Company will reduce the obligation of the suppliers in the RFP. DSS shall
not include transmission service within Duquesne's zone. Duquesne will be responsible for and continue to
provide network integration transmission service. The applicable charges for transmission service are
defined in Appendix A of this Tariff.

Service under this Rider No. 8 - Default Service Supply shall commence in accordance with the switching
protocols in Rule No. 45.1.

PROCUREMENT PROCESS

The Company will conduct separate RFP solicitations for DSS for each customer procurement group under
this Rider. The customer procurement groups for the RFP solicitations are def ined as residential and
lighting, small commercial and industrial and medium commercial and industrial. The small commercial and
industrial group includes those customers with monthly metered demand less than 25 kW. The medium
commercial and industrial group includes those customers with monthly metered demand equal to or greater
than 25 kW and less than 300 kW. The RFP process will be bid separately to ensure that there is no cross
subsidization.

The Company will update the rates for the DSS according to the schedule in the above tables. The
Company will issue RFPs prior to the beginning of each Application Period to update the default service
supply rates. The updated rates will be based on the new price(s) available from the winning suppliers
through the RFP process and the cost for Company solar contracts, if any, for the residential and lighting
procurement group. The rates will include a reconciliation adjustment as described in the "Calculation of
Rate" section of this Rider. In the month prior to the beginning of each Application Period, the Company
will file new DSS charges with the Pennsylvania Rrblic Utility Commission ("Commission") for the
subsequent Application Period, and, upon Commission approval, these charges shall become effective on
the first day of the following month.

The load of the customer procurement group for the RFP will be divided into Tranches. Winning suppliers
will provide DSS for the percentage of DSS load corresponding to the number of Tranches won in the RFP.

Duquesne seeks to procure all Tranches in the RFP process pursuant to the RFP schedule approved by the
Commission.

The selection of bids will be submitted to the Commission for its approval or rejection within one business
day after submittal. lf the bids are not acted on by the Commission within one business day, the Company
may proceed on the basis that they are approved and award the bids pursuant to 52 Pa. Code $54.188(d).

(C) - Indicates Ghange

(c)

(c)

(c)

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE I ,2017



DUQUESNE UGHT COMPANY SUPPLEIVIENT NO. XXX
TO ELECTRIC _ PA. P.U.C. NO. 24

FOURf,H REI/ISED PAGE NO. 88C
CANCELUNG THIRD REVISED PAGE NO. 88C

STANDARD CONTMCT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Gontinued)

(Applicable to Rate Schedules RS, FlH, RA, GS/GM, GMH, Al- SE SM, SH, UMS and PAL)

CONTINGENCY PI.AN

In the event Duquesne receives bids for less than all Tranches or the Commission does not approve all or
some of the submitted bids or in the event of supplier default, then Duquesne will provide the balance of
the default supply for commercial and industrial customers through purchases in the PJM spot markets until
such time that a different contingency plan is approved by the Commission. Duquesne will submit to the
Commission within fifteen (15) days after any such occurrence an emergency plan to handle any default
service shortfall. All costs associated with implementing the contingency plan will be included as part of
the DSS described in the section below. "Calculation of Rate."

CALCUI.ATION OF RATE

DSS rates shall be determined based on the formula described in this section. The DSS shall be filed with
the Commission no less than sixty (60) days prior to the start of the next Application Period as defined
under the Default Service Supply Rate section of this Rider. Rates are reconciled on a semi-annual basis in
accordance with the Default Service Supply Rate section of this Rider. The rates shall include an
adjustment to reconcile revenue and expense for each Application Period. The DSS shall be determined to
the nearest one-thousandth of one (1) mill per kilowatt-hour in accordance with the formula set forth below
and shall be applied to all kilowatt-hours billed for default service provided during the billing month:

DSS= [(RFP+ SLR+ (DSS.+ E))/S). Fl. [1/(1 - T)l

Where:

DSS Default Service Supply rate, converted to cents per kilowatt-hour, to be applied to each
kilowatt-hour supplied to customers taking default service from the Company under this
Rider.

RFP The weighted average of the winning bids received in a competitive request for proposal
for each customer class identified above and described in the "Default Service Supply
Rate" section and adjusted for customer class transmission and distribution line losses.
The request for proposal shall be conducted as described in "Procurement Process."

The total estimated direct and indirect costs incurred by the Company to acquire DSS
from any source on behalf of customers described above in the "Procurement Process."
The Application Period shall be for each period over which the DSS, as computed, will
apply. Projections of the Company's costs to acquire default supply for the Application
Period shall include all direct and indirect costs of generation supply to be acquired by the
Company from any source plus any associated default service supply-related procurement
and administration costs. Company costs may also include the expenses to support time- (C)
of-use ("TOU") programs offered by EGSs. Time-of-use expenses will be assigned to the
applicable customer class for recovery through this Rider. Default service supply-related
costs shall include the cost of preparing the company's default service plan filing and
working capital costs associated with default service supply. The Company will recover
these costs over the default service plan period as defined in the Commission's order at
Docket No. P-201 6-XXXXXX.

DSSa

(C)- Indicates Change

(c)

|SSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

SECOND REVISED PAGE NO. 88D
CANCELUNG FIRST RB/ISED PAGE NO. 88D

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, Al- SE SM, SH, UMS and PAL)

SLR

CALCUI-ATION OF RATE - (Continued)

The costs associated with any Commission-approved solar contracts and its administration
will be recovered from residential and lighting customers. The proceeds of any solar
energy, capacity, ancillary services and solar AECs that are acquired and in excess of
those allocated to default service suppliers, and sold into the market, will be netted
against solar contract costs.

Rperienced net over or under collection for each customer procurement group based on
the revenue and expense for the six (6) month period ending one-hundred twenty (120)
days prior to the end of Application Period. The DSS rate effective June 1 shall include
reconciliation of revenue and expense for the six (6) month period October through March.
The DSS rate effective December 1 shall include reconciliation of revenue and expense for
the six (6) month period April through July. Interest shall be computed monthly at the
rate provided for in Section 52 Pa. Code $4.190, from the month the over or under
collection occurs to the month in which the over collection is refunded or the under
collection is recouped.

The Company's default service retail kWh sales to customers in the applicable Customer
Class, projected for the Application Period.

Rate Factor only for the residential and lighting customer groups. The Rate Factor shall be
1.0 for all other customer groups. DSS for residential and lighting customer groups will be
obtained in the same RFP. The Rate Factor adjustment reflects the load shape of the
residential and lighting classes. The Rate Factor will be as follows for each Application
Period.

Application Period Residential Liqhtinq
June 1 ,2017 through May 31 , 2018 1.0053 0.6150
June 1 ,2018 through May 31 ,2021 1.0055 0.6009

= The Pennsylvania gross receipts tax rate in effect during the billing month, expressed in
decimalform.

The rate shall become effective for default supply service rendered on and after the beginning of the
Application Period unless otherwise ordered by the Commission, and shall remain in effect for the effective
periods defined above, unless revised on an interim basis subject to the approval of the Commission.
Pursuant to 52 Pa. Code $9.1809(c), upon determination that the DSS, if left unchanged, would result in a
material over or undercollection of supply-related costs incurred or expected to be incurred during the
effective period, the Company may file with the Commission for an interim revision of the DSS to become
effective thirty (30) days from the date of filing, unless otherwise ordered by the Commission.

(G) - Indicates Change

(c)

(c)
(c)
(c)
(c)
(c)

S

(DXI)

(IXD)

fSSUED: XXXXX XX.2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

SECOND REVISED PAGE NO, 88E
CANCELUNG FIRST RE1/ISED PAGE NO. 88E

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL" SE SM, SH, UMS and PAL)

ANNUAL RECONCIUATION

(c)
The Company will filewith the Commission an annual reconciliation statement of the revenues, expenses
and resulting over and under recovery for the twelve (12) months beginning February 1 and ending
January 31 of the following year, in accordance with 66 Pa. C.S. S 1307(e), by March 1 for each service
class. An annual reconciliation statement shall be prepared separately for the Residential, Small
Commercial & lndustrial and Medium Commercial & Industrial customer classes.

MISCELI-ANEOUS

Minimum bills shall not be reduced by reason of the DSS. DSS charges shall not be a part of the monthly
rate schedule minimum nor be subject to any credits or discounts.

Application of the DSS shall be subject to continuous review and audit by the Commission at intervals it
shall determine.

(C) - Indicates Change

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY SUPPLEVIENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

THIRD REVISED PAGE NO. 89
CANCELUNG SECOND REI/ISED PAGE NO. 89

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY.AHEAD HOURLY PRICE SERVICE

(Applicable to Rates GL, GLI'|, L and HVPS and Generating Station Service)

Day-ahead hourly price service provides large commercial and industrial customers with the ability to
purchase their electric supply requirements on a day-ahead hourly basis. Beginning June 1 , 2017, the (C)
Company will supply electricity under this rider by obtaining the requirements based on a request for (C)
proposal ('RFP'). This rider is also available for the supply of electricity to generating stations that are not (C)
otherwise self-supplying and where the generating station is not otherwise receiving service from an EGS.
Metering equipment must be installed at the generating station at the expense of the customer.

MONTHLY CHARGES

Energy charges are hourly and provided at the day-ahead PJM locational marginal prices ("LMP') based on (C)
the customer's real time metered hourly load, plus energy-related ancillary services including PJM (C)
administrative charges, adjusted for losses, plus a fixed retail administrative charge. PJM posts the day- (C)
ahead locational marginal price on their web site at 4:00 PM EPT. Capacity charges are equal to the full (C)
PJM Reliability Pricing Model ("RPM") capacity price for the Duquesne Zone, and shall recover the charges
associated with the customer's share of the Company's capacity obligation assigned by PJM, plus the
charges for capacity based ancillary services. Energy and capacity charges will be calculated using the
following formula and adjusted for the Pennsylvania Gross Receipts Tax (GRT) in effect.

Etd Hour

ELRrr* (1+ ADJ)" (LMPDA. + ORoaJl + (C)

t= Staft Hour
(c)

hd Hour

I[(L*n" (1 + ADJTD * (SR^r, a ffiGrit + SCNnn+ S1A) I Lnn* (PJM|+ FM)l+
t= Start Hour

hd Day

I[(COD* CChgo)+ NH-Co'(&+ Bo)]

D= Staft Day

(G) - lndicates Ghange

(c)

|SSUED: XXXXX XX,2017 EFFECTIVE: JUNE I ,2017



DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

THIRD REVISED PAGE NO. 90
CANCELUNG SECOND REVISED PAGE NO. 90

Where:

(C) - Indicates Change

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates GL, GLH, L and HVPS and Generating Station Service)

MONTHLY CHARGES - (Continued)

f = Particular clock hour in the Billing Period from start hour to end hour for energy

p=

charges.

Particular day in the Billing Period from start day to end day for capacity charges.

Cuslomer l-oad

Lo,= Actual (Real-Time) metered load of the customer, measured in MW.

ADJ,= Adjustments to the customer load at the retail meter using the same methodology
used to determine the hourly load obligations of a customer served by an EGS
pursuant to Duquesne's Supplier Coordination Tariff. The hourly load adjustments
shall be the sum of the percentage distribution and transmission (if applicable) losses
of the applicable schedule as specified in Duquesne's Supplier Coordination Tariff.
The Company will also adjust the customer load for the loss de-ration factor defined
by PJM.

Enerqy Gharges

LMPDA = Day-Ahead hourly locational marginal price (LMP) in $/MWH including energy,
congestion and marginal losses for the Duquesne Zone or Duquesne Residual Zone
as applicable.

PJM Ancillary Service Chames and Other PJM Charges

SRn,= Hourly real{ime synchronous reserve charge in $/MWH as calculated by PJM for
supporting the customer's load.

ORont= Hourly Day-Ahead operating reserve (supplemental) charge in $/MWh as calculated
by PJM for supporting the customer's load.

(c)

(c)

(c)

|SSUED: XXXXX XX.2017 EFFECTIVE: JUNE I ,2017



DUOUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

FOURTH REVISED PAGE NO. 91
CANCELUNG THIRD REVISED PAGE NO. 91

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Gontinued)

(Applicable to Rates GL, GLH, L and HVPS and Generating Station Service)

MONTHLY CHARGES - (Continued)

PJM Ancillary Service Gharqes and Other PJM Chames - (Continued)

ffiGo, = Hourly real-time regulation charge in $/MWH as calculated by PJM forsupporting the
customer's load.

SCNRn = Real-time Synchronous Condensing Charge in $/MWH for supporting the customer's
load if this charge is billed separately by PJM to the Company.

SIA = PJM Schedule 1A rate in $/MWH applicable to the Duquesne Zone.

PJMr= PJM Surcharge is a pass-through of the charges incurred by the Company for grid
management and administrative costs associated with membership and operation in
PJM. These are the charges incurred by the Company under PJM Schedules 9 and
10 to provide hourly price service.

$ = Reactive supply service charge in $/MW-day to serve the customer's load as
calculated under the PJM Tariff Schedule 2.

4= Blackstart service charge in $/MW-day to serve the customer's load as calculated
under the PJM Tariff Schedule 64.

Fixed Retail Administrative Charqe

FRA= The Fixed Retail Administrative Charge in $ per MWH. The Fixed Retail
Administrative Charge consists of the sum of administrative charges for the suppliers
providing hourly price service (as determined by a competitive solicitation process)
and for the Company to obtain supply and administer this service.

The supplier charges shall be based on the winning bids in the Company's most
recent solicitation for supply of hourly price default service.

The Company's administrative charges shall be based on an amortization of the
costs incurred by the Company to acquire generation supply from any source for the
Large C&l Customer Class during the most recent twelve-month (12-month) period
ended May 31st (as determined by amortizing such costs over a 12-month period)
plus the amortization of the cost of administering the hourly price service over the
duration of the default service plan, including any unbundled costs of preparing the
Company's default service plan filing and working capital costs associated with
default service supply.

Custome/s Capacitv Obligation and Network Service Peak Load

COo = Capacity Obligation in MW for each day associated with supporting the customer's
load as described in the section "Determination of Capacity Obligation.

(c)

(c)

(c)

(c)

(C) - lndicates Change

fSSUED: XXXXX Xx.2017 EFFECTIVE: JUNE { ,2017
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DUQUESNE UGHT COMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

THIRD REI/ISED PAGE NO. 92
CANCELUNG SECOND REVISED PAGE NO. 92

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

MONTHLY CHARGES - (Continued)

Gustome/s Capacity Obliqation and Network Sen ice Peak load - (Continued)

NPLCD= The customer's daily network service coincident peak load contribution in MW. This
quantity is determined based on the customer's load coincident with the annual peak
of the Duquesne Zone (single coincident peak) as defined in the PJM Tariff Section
34.1.

Capacity Charqes

CGhgo= The demand charge in $/MW-day, which is equal to the full PJM RPM Final Zonal
Capacity Price for the Duquesne Zone.

PJM bills these charges to the Company as a function of the load measured in megawatts (MW) and
expresses these charges as $/MW, $/MWH and $/MW-day. The Company measures the customer's load
and energy usage in kilowatts (kW) and will convert the above charges to $/kW, $/kwh and $/kW-day for
the purposes of computing the customer's monthly bill.

PROCUREMEilIT PROCESS

The Company will conduct a competitive request for proposal ("RFP') to obtain day-ahead hourly price
service under this rider. The winning bidde(s) will be responsible for providing default service supply at
PJM day-ahead energy prices, capacity, ancillary services, and other PJM management charges as defined
above. The winning supplier(s) will be the supplier(s) who bids the lowest price(s) in this solicitation in
$/MWH to cover the costs of renewable energy supply, energy balancing, and supplier administrative costs.

CONTINGENCY PI-AN

In the event Duquesne does not receive bids, the Commission does not approve the submitted bid(s) or a
supplier defaults, Duquesne will provide default supply for commercial and industrial customers through
purchases in accordance with the above formula and process. The Company will pass-through the costs it
incurs to provide the renewable energy requirements, energy balancing and any administrative costs in
addition to those costs otherwise recovered through the Fixed RetailAdministrative Charge described in the
"Monthly Charges" section of this rider. All revenue and expense associated with the contingency plan will
be reconciled as described in the "Annual Reconciliation" section of this rider.

LOCATIONAL MARGINAL PRICE

The "Duquesne Zone" is the PJM-defined area encompassing the franchised service territory of the
Duquesne Light Company. The pricing for the Duquesne Zone contains every transmission load bus on the
Company's system. PJM will determine the locational marginal price for the Duquesne Zone and an hourly
nodal locational marginal price for each load bus. Load Serving Entities (LSEs) and wholesale transmission
customers have the option of electing energy settlement at the hourly nodal prices.

The "Duquesne Residual Zone" is the pricing zone determined by PJM in the event that LSEs or other
wholesale transmission customers in the Duquesne Zone elect settlement based on nodal locational marginal
energy prices. In such event the Duquesne Zone locational marginal price will be replaced by the Duquesne
Residual Zone locational marginal price and:

(C) - Indicates Change

(c)

(c)

(c)

(c)

fSSUED: XXXXX XX,2017 EFFECTIVE: JUNE I ,2017
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FOURTH REVISED PAGE NO. 93
CANCELUNG THIRD REI/ISED PAGE NO. 93

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

LOCATIONAL MARGINAL PRCE - (Gontinued)

(i) the pricing for such zone will be calculated by PJM using a load-weighted average of the nodal
locational marginal prices of all load buses within the Duquesne Zone, but excluding from such
calculation the weighting at the respective nodal prices of the load served by LSEs or other
wholesale transmission customers who have elected nodal settlement: and

(ii) settlement for all LSEs and wholesale transmission customers in the Duquesne Zone that have
not elected nodal settlement, will have their load obligations settled on an hourly day-ahead,
hourly realtime or other periodic basis at the respective PJM-determined price for the
Duquesne Residual Zonefor such period.

DETERMINATION OF CAPACITY OBIGATION

The capacity obligation subject to the Demand Charges in this rider will be the customer's share of the
Company's capacity obligation determined by PJM. The Company's capacity obligation will be calculated
by PJM based on the Company's peak system load and will be the basis for the capacity obligation for the
follow ing planning year.

In determining the customer's share of the capacity obligation, the Company will calculate the customer's
peak load contribution. The peak load contribution is based on the customer's load coincident with the
peak hour of the five peak days as determined by PJM. The customer load in each of these five hours,
adjusted for the Company's transmission and distribution line losses and the customer's share of
unaccounted for energy will be averaged to calculate the customer's peak load contribution. Customers
may participate as a Demand Resource or as an Interruptible Load Resource ("lLR') under RPM in PJM.
Any and all charges or credits associated with the customer's participation as an ILR will be applied to the
customer's bill.

NOTIFICATION AND ELECTION OF SEFVICE

Customers may elect to purchase their supply requirements through this rider at any time according to the
requirements of Rule No. 45. Customers that do not elect service with an EGS will default to hourly price
service under this rider.

ANNUAL RECONCIUATION

The Company will file with the Commission a reconciliation statement of the revenues, expenses and
resufting over and under recovery for the eight (8) months beginning June 1 , 2017, and ending
January 31,2018, in accordance with 66 l%. C.S. S 1307(e), by March 1,2018. Thereafter, the
Company will file with the Commission an annual reconciliation statement of the revenues, expenses and
resulting over and under recovery forthetwelve (12) months beginning February 1 and ending January 31
of thefollowing year, in accordancewith 66 l%. C.S. $1307(e), by March 1. The reconciliation statement
will reconcile actual revenue and actual expense associated with the Company's portion of the FRA.

(G) - Indicates Change

(c)

(c)

ISSUED: XXXXX XX.2017 EFFECTIVE: JUNE I ,2017
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FIRST RB/ISED PAGE NO. 93A
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates GL, GLH, L and HVPS and Generating Station Service)

GENERAL

The Supply Charges are intended to recover the market costs of providing Default Service to customers in
PJM as these costs may change or be redefined from time to time. The Supply Charges shall be calculated
using the formula and prices referenced above, but may be revised from time to time, as necessary, to
reflect changes in PJM rules and charges. The Company is required to include renewable energy sources as
a component of providing POLR service. The Company will pass-through the charges required to comply
with the Alternative Energy Portfolio Standards (AEPS) as those compliance requirements change. The
formula is illustrative to reflect the charges in the PJM tariff and is subject to change at any time, as PJM
rules, charges or market parameters change.

(C) - Indicates Change

(c)

fSSUED: XXXXX XX,2017 EFFECTIVE: JUNE I ,2017
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PAGE NO. 2

UST OF MODIFICATIONS MADE BY TH]S TARIFF

Rider No. I - Default Service Supplv Twentv-Second Revised Paoe No. 88
Cancellino Twentv-Finst Revised Proe No- 88

Tenth Revised Paoe No- 88A
Cancellinq Ninth Revised Paoe No. 88A

in order to accommodate

Rider No. 8 - Default Seruice Supolv OdoinalPaqe No. 88A-l

accommodate the addition
n.

Rider No. 8 - Defauft Service Supolv OrioinalPaoe No. 88A-l

OrioinalPaoe No. 88A-2

have been added to Rider No. 8 - Default Service

Rider No. 8 - Defautt Service Suoolv Fifth Revised P:roe No. 88B
Cancellino Fouilh Revised Paoe No- 88B

ts associated with the default service load for the

Rider No. 8 - Default Service suoolv Fourth Revised l*roe No- 88G
Cancellino Third Revised l*roe No. 88C

The formula has been revised to include'SLR."

lrssUED: xxxxx xx.2oiz EFFECTIVE: JUNE 1. 2017
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SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO. 2A

UST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

"SLR' has been added and defined underthe "Calculation of Rate" section.

reconciliat ion orocess.

Rider No- 9 - Dav-Ahead Hourlv Price Seruice Third Revised Paoe No. 89
Cancellino Second Revised Paoe No. 89

Rider No- 9 - Dav-Ahead Hourfu Price Seruice Third Revised Proe No- 90
Cancellino Second Revised Paoe No- 9O

Rider No. 9 - Dav-Ahead Hourfu Price Service Fourth Revised Paoe No. 91
Cancellino Third Revised Paoe No. 91

Third Revised Paqe No. 92

Rider No- 9 - Dav-Ahead Houdv ftice Seruice Fourth Revlsed Proe No- 93
Gancellinq Third Revised Paoe No. 93

Rider No- 9 - Dav-Ahead Hourlv Price Seruice First Revised Paoe No- 93A
Cancellino Orioinal Paoe No- 93A

been revised to reflect the chanqe to a Request for

Itssueo: xxxxx xx.2017 EFFECTIVE: JUNE 1. 2017
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UST OF MODIFICATIONS MADE RT THIS TARIFF

CHANGES - (Continued)

Servic. The FRA will consist of the sum of administ

servtce.

Cancellino Third Revised l*roe No. 91

Cancellino Second Revised l%oe No. 92

A "Procurement Process" section and "Continoencv Plan" section have been added to Rider No. 9 - Dav-

ice under this rider.

Rider No. 9 - Dav-Ahead Hourtu Price Service Fourth Revised l*roe No- 93

SUPRETVIENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO. 28

Cancellino Third Revised l*roe No- 93

An "Annual Reconciliation" section has been added

service under this rider.

Rider No. 9 - Dav-Ahead Hourfu Price Service Firs:t Revised Paoe No- 93A
Cancellino Orioinal Rroe No- 93A

een removed to reflect the chanqe to an RFP process
for hourlv price service.

Itssueo: xxxxx xx.2o17 EFFECTIVE: JUNE 1. 2017
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TWENTIETH TWENTY.SECOND REVISED PAGE NO. 88
CANCELUNG NINETEENTH TWENTY-FIRST REVISED PAGE NO. 88

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE SM, SH, UMS and PAL)

Default Service Supply ("DSS") provides residential, commercial, industrial and lighting customers on the
applicable rate schedules with a default service supply rate that is determined based on a request for
proposal to acquire the energy to serve the load of customers taking service under the provisions of this
Rider. Commercial and industrial customers are defined in Rate Schedules GS/GM and GMH, and, in
general, are those customers with a monthly metered demand that is less than 300 kW in a twelve (12)
month period.

DEFAULT SER/ICE SUPPLY RATE

Residential

(Rate Schedules RS, RH and RA)

Application Pedod Suoolv Charoe - d/kwh

June 1 2017 throuoh November 30.2017 X.XXXX
Decemberl, 2O1Zthroqsh Mey 3l- 20'Lg X.XXXX

June 1 .2018 throuoh November 30. 2018 X.XXXX
December 1. 2018 throuqh Mav 31 , 2019 X.XXXX

X.XXXX
December 1. 2019 throuoh Mav 31 . 2O2O X.XXXX

June 1 .2O2O throuoh November 30. 2O2O X.XXXX
December 1.2020 throuoh Mav 31.2021 X.XXXX

Small Commercial and Industrial customers with monthly metered demand less than 25 kW.

(Rate Schedules GS/GM and GMH and Rate Schedule UMS)

Application Period Suoolv Charqe - drkwh

June 1, 2017 throuqh November 30, 2017 X.XXXX
December 1. 2017 throuoh Mav 31 . 2018 X.XXXX

June 1 .2O18 throuoh November 30. 2018 X.XXXX
X.XXXX

June 1 2O19 throuoh November 30. 201 9 X.XXXX
December 1. 2019 throuoh Mav 31, 2O2O X.XXXX

June 1 .2020 throuoh November 30.2020 X.XXXX
December 1.2020 throuqh Mav 31.2021 X.XXXX

G)

G)

EFFECTIVE: JUNE 1. 2017
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EIGH+H-TENTH RF/ISED PAGE NO. 88A
CANCELUNG SEVEN+H-NINTH REI/ISED PAGE NO. 88A

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, FlH, RA, GS/GM, GMH, AL, SE SM, SH, UMS and PAL)

DEFAULT SERVICE SUPIY RATE - (Continued]

Medium Commercial and Industrial customers with monthly metered demand
equal to or greater than 25 kW and less than 300 kW.

(Rate Schedules GS/GM and GMH)

Application Period Suoolv Gharoe - d/kwh

June 1, 2017 throuqh Auqust 31. 2017 X.XXXX
September 1,2017 throuqh November 30,2017 X.XXXX

X.XXXX
March 1. 2018 throuoh Mav 31 2018 X.XXXX

June 1 . 2018 throuqh Auqust 31, 2018 X.XXXX
Seotember 1. 2018 throuoh November 30. 2018 X.XXXX
December 1.2018 throuqh Februarv 28. 2019 X.XXXX

March 1. 2019 throuoh Mav 3'1 2019 X.XXXX

June 1 . 2019 throuoh Auoust 31. 2019 X.XXXX
September 1. 2019 throuqh November 30. 2019 X.XXXX
December 1.2019 throuoh Februarv 29. 2020 X.XXXX

March 1, 2020 throuqh Mav 31, 2020 X.XXXX
i:ii ,

June 1, 2020 throuqh Auoust 31, 2020 X.XXXX
Seotember 1.2020 throuoh November 30. 2020 X.XXXX

X.XXXX
March 1, 2021 throuqh Mav 31 . 2021 X.XXXX

Lighting

(Rate Schedules AL and SE)

Application Period Supplv Charqe - d/kwh

June 1. 201 7 throuqh November 30, 201 7 X.XXXX
December 1. 2017 throuoh Mav 31 . 2O18 X.XXXX

June 1 . 2018 throuoh November 30. 201 8 X.XXXX
X.XXXX

X.XXXX
December 1. 2019 throuoh Mav 31 . 2O2O X.XXXX

June 1 .2020 throuoh November 30.2020 X.XXXX
December 1,2020 throuqh Mav 31 .2021 X.XXXX

|SSUED: XXXXX XX.2017 EFFECTIVE: JUNE 1. 2017



STANDARD CONTRAGT RIDERS - (Continuedl

RIDER NO. 8 - DEFAULT SERVIGE SUPPLY - (Continued)

DEFAULT SERVICE SUPPLY RATE - (Continued)

Ughting

(Rate Schedules SM, SH and PAL)

lamp wattage as available on applicable rate schedule.

G)

Aoolication Period

Wattaqe

Nominal
kWh Energy Usage

per Unit
per Month

06t01t2017
thrcuqh

11t30t2017

12101t2017
throuqh

05131t2018

06t01t2018
throuqh

'11t30t2018

12t01t2018
throuoh

05/31/2019

Suoplv Charqe d per kWh X.XXXX X.XXXX X.XXXX X.XXXX

Fixture Gharge - $ per Month
Mercury Vapor

100 44 X.XXXX X.XXXX X.XX X.XX
175 74 X.XXXX X.XXXX X.XX X.XX
250 102 X.XXXX X.XXXX X.XX X.XX
400 161 X.XXXX X.XXXX X.XX X.XX

1 000 386 X.XXXX X.XXXX X.XX X.XX
Hiqh Pressure Sodium

70 29 X.XXXX X.XXXX X.XX X.XX
100 50 X.XXXX X.XXXX X.XX X.XX
150 71 X.XXXX X.XXXX X.XX X.XX
200 95 X.XXXX X.XXXX X.XX X.XX
250 110 X.XXXX X.XXXX X.XX X.XX
400 170 X.XXXX X.XXXX X.XX X.XX

1 000 387 X.XXXX X.XXXX X.XX X.XX
Flood Liqhtinq - Unmetercd

70 29 X.XXXX X.XXXX X.XX X.XX
100 46 X.XXXX X.XXXX X.XX X.XX
150 67 X.XXXX X.XXXX X.XX X.XX
250 100 X.XXXX X.XXXX X.XX X.XX
400 155 X.XXXX X.XXXX X.XX X.XX
Liqht-Emittinq Diode {LED)
43 15 X.XXXX X.XXXX X.XX X.XX
106 37 X.XXXX X.XXXX X.XX X.XX

xxxxx xx. 2017 EFFECTIVE: JUNE1.2017



STANDARD CONTMCT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

Lighting (Continued) 
-

(Rate Schedules SM, SH and PAL)

l-amp wattage as available on applicable rate schedule.

G)

Aoolication Feriod

Wattaqe

Nominal
kWh Energy Usage

per Unit
per Month

06r01t2019
throuqh

11130t2019

12t01t2019
throuqh

05t3112020

06t01t2020
throuqh

11t3012020

12t01t2020
throuqh

05t31t2021

Supplv Chame d per kWh X.XXXX X.XXXX X.XXXX X.XXXX

Fixture Charqe - $ per Month
Mercurv Vapor

100 44 X.XXXX X.XXXX X.XX X.XX
175 74 X.XXXX X.XXXX X.XX X.XX
250 102 X.XXXX X.XXXX X.XX X.XX
400 161 X.XXXX X.XXXX X.XX X.XX

1 000 386 X.XXXX X.XXXX X.XX X.XX
Hiqh Pressure Sodium

70 29 X.XXXX X.XXXX X.XX X.XX
100 50 X.XXXX X.XXXX X.XX X.XX
150 71 X.XXXX X.XXXX X.XX X.XX
200 95 X.XXXX X.XXXX X.XX X.XX
250 1',to X.XXXX X.XXXX X.XX X.XX
400 170 X.XXXX X.XXXX X.XX X.XX

1 000 387 X.XXXX x.xxxx X.XX X.XX
Flood Uqhtinq - Unmetercd

70 29 X.XXXX X.XXXX X.XX X.XX
100 46 X.XXXX X.XXXX X.XX X.XX
150 67 X.XXXX X.XXXX X.XX X.XX
250 100 X.XXXX X.XXXX X.XX X.XX
400 155 X.XXXX X.XXXX X.XX X.XX
Uqht-Emittinq Diode (LED)

43 15 X.XXXX X.XXXX X.XX X.XX
106 37 X.XXXX X.XXXX X.XX X.XX

ISSUED: XXXXX XX.2017 EFFECTIVE: JUNE 1. 2017
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FOURTH FIFTH REVISED PAGE NO. 888
CANCELUNG THIRD FOURTH REVISED PAGE NO. 88B

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continued)

The Company will provide default service supply under this Rider by obtaining the requirements from
suppliers through competitive procurements using a Request for Proposal ("RFP') process. The charges for
DSS calculated based on the results of the RFP process for service under this Rider will be effective as
defined above.

DSS obtained through the RFP process includes energy, capacity, transmission and distribution line losses,
congestion and congestion management costs, all or some of the Alternative Energy Credits ("AECs"),
ancillary services, PJM grid management charges and other such services or products that are required to
provide default service to the Company's customers including Auction Revenue Rights and Financial
Transmission Rights (' ARRs/FTRs" ).

DSS shall
not include transmission service within Duquesne's zone. Duquesne will be responsible for and continue to
provide network integration transmission service. The applicable charges for transmission service are
defined in Appendix A of this Tariff.

Service under this Rider No. 8 - Default Service Supply shall commence in accordance with the switching
protocols in Rule No.45.1.

PROCUREMENT PROCESS

The Company will conduct separate RFP solicitations for DSS for each customer procurement group under
this Rider. The customer procurement groups for the RFP solicitations are defined as residential and
lighting, small commercial and industrial and medium commercial and industrial. The small commercial and
industrial group includes those customers with monthly metered demand less than 25 kW. The medium
commercial and industrialgroup includes those customers with monthly metered demand equalto or greater
than 25 kW and less than 300 kW. The RFP process will be bid separately to ensure that there is no cross
subsidization.

The Company will update the rates for the DSS according to the schedule in the above tables. The
Company will issue RFPs prior to the beginning of each Application Period to update the default service
supply rates. The updated rates will be based on the new price(s) available from the winning suppliers
through the RFP proces 191
procurement grouo. The rates will include a reconciliation adjustment as described in the "Calculation of
Rate" section of this Rider. In the month prior to the beginning of each Application Period, the Company
will file new DSS charges with the Pennsylvania Public Utility Commission ("Commission") for the
subsequent Application Period, and, upon Commission approval, these charges shall become effective on
the first day of the following month.

The load of the customer procurement group for the RFP will be divided into Tranches. Winning suppliers
will provide DSS for the percentage of DSS load corresponding to the number of Tranches won in the RFP.
Duquesne seeks to procure all Tranches in the RFP process pursuant to the RFP schedule approved by the
Commission.

The selection of bids will be submitted to the Commission for its approval or rejection within one business
day after submittal. lf the bids are not acted on by the Commission within one business day, the Company
may proceed on the basis that they are approved and award the bids pursuant to 52 Pa. Code $54.188(d).

G)

lq
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REVISED PAGE NO. 88C
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AI- SE SM, SH, UMS and PAL)

CONTINGENCY PI-AN

In the event Duquesne receives bids for less than all Tranches or the Commission does not approve all or
some of the submitted bids or in the event of supplier default, then Duquesne will provide the balance of
the default supply for commercial and industrial customers through purchases in the PJM spot markets until
such time that a different contingency plan is approved by the Commission. Duquesne will submit to the
Commission within fifteen ('15) days after any such occurrence an emergency plan to handle any default
service shortfall. All costs associated with implementing the contingency plan will be included as part of
the DSS described in the section below, "Calculation of Rate."

CALCUI.ATION OF RATE

DSS rates shall be determined based on the formula described in this section. The DSS shall be filed with
the Commission no less than sixty (60) days prior to the start of the next Application Period as defined
under the Default Service Supply Rate section of this Rider. Rates are reconciled on a semi-annual basis in
accordance with the Default Service Supply Rate section of this Rider. The rates shall include an
adjustment to reconcile revenue and expense for each Application Period. The DSS shall be determined to
the nearest one-thousandth of one (1) mill per kilowatt-hour in accordance with the formula set forth below
and shall be applied to all kilowatt-hours billed for default service provided during the billing month:

DSS= [(RFp+ SLR+ (DSS"+ E))/S). Fl. [1/(1 - T)l

Where:

DSS Default Service Supply rate, converted to cents per kilowatt-hour, to be applied to each
kilowatt-hour supplied to customers taking default service from the Company under this
Rider.

RFP The weighted average of the winning bids received in a competitive request for proposal
for each customer class identified above and described in the "Default Service Supply
Rate" section and adjusted for customer class transmission and distribution line losses.
The request for proposal shall be conducted as described in "Procurement Process."

The total estimated direct and indirect costs incurred by the Company to acquire DSS
f rom any source on behalf of customers described above in the " Procurement Process."
The Application Period shall be for each period over which the DSS, as computed, will
apply. ftojections of the Company's costs to acquire default supply for the Application
Period shall include all direct and indirect costs of generation supply to be acquired by the
Company from any source plus any associated default service supply-related procurement
and administration costs. IC)

as defined in the Commission's order at
Docket No. P-201 6-XXXXXX.

(c)

ISSUED: XXXXX XX.2017 EFFECTIVE: JUNE 1 .2017
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FIRST SECOND REI/ISED PAGE NO. 88D
CANCELUNG ORGINAT FIRST REVISED PAGE NO. 88D

STANDARD CONTRACT RIDERS - (Gontinued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE SM, SH, UMS and PAL)

CALCUI-ATION OF RATE - (Continued)

will be recovered from residential

those allocated to default service
against solar contract costs.

E = Experienced net over or under collection for each customer procurement group based on
the revenue and expense for the six (6) month period ending one-hundred twenty (120)
days prior to the end of Application Period. The DSS rate effective June 1r-2e19 shall
include reconciliation of revenue and expense for the six (6) month period October 2€44
through March--2€{5. The DSS rate effective December 1Je4$ shall include
reconciliation of revenue and expense for the feur ('1) six (Q) month period April 2€{€
through July-2€45. Thereafter; the DSS rate effeetive June 1 shall irelude reeeneiliatien
ef revenue and expense fer the six (6) menth peried August threugh January and the DSS
rate effeetive Deeember 1 shall inelude reeeneiliatien ef revemre and expense fer the six

Interest shall be computed monthly at the rate
provided for in Section 52 Pa. Code $4. , from the month the over or under
collection occurs to the month in which the over collection is refunded or the under
collection is recouped.

S = The Company's default service retail kWh sales to customers in the applicable Customer
Class, projected for the Application Period.

p = Rate Factor only for the residential and lighting customer groups. The Rate Factor shall be
1.0 for all other customer groups. DSS for residential and lighting customer groups will be
obtained in the same RFP. The Rate Factor adjustment reflects the load shape of the
residential and lighting classes. The Rate Factor will be as follows for each Application
Period.

Aoolication Period Residential Liohtino
June 1 .2017 throuoh Mav 31 .2018 1.0+750053 0.64i1€6150
June 1 . 2018 throuoh Mav 31 . 2021 1. e€520055 0. 73276009

+9052 8,7327
1=€052 9,73?7

The Pennsylvania gross receipts tax rate in effect during the billing month, expressed in
decimal form.

The rate shall become effective for default supply service rendered on and after the beginning of the
Application Period unless otherwise ordered by the Commission, and shall remain in effect for the effective
periods defined above, unless revised on an interim basis subject to the approval of the Commission.
Pursuant to 52 Pa. Code $9.1809(c), upon determination that the DSS, if left unchanged, would result in a
material over or undercollection of supply-related costs incurred or expected to be incurred during the
effective period, the Company may file with the Commission for an interim revision of the DSS to become
effective thirty (30) days from the date of filing, unless otherwise ordered by the Commission.
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lououesne ucHT coMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

FIRST SECOND REI/ISED PAGE NO. 88E
CANCB.UNG ORGINAT FIRST REVISED PAGE NO. 88E

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, Al- SE SM, SH, UMS and PAL)

ANNUAL RECONCIUATION

The Cempany will file with-the Cemmissien a reeeneiliatien statement ef the revenues' expenses and G)

he Company will
filewith the Commission an annual reconciliation statement of the revenues, expenses and resulting over
and under recovery for the twelve (12) months beginning February 1 and ending January 31 of the
following year, in accordance with 66 Pa. C.S. S 1307(e), by March 1 for each service class. An annual
reconciliation statement shall be prepared separately for the Residential, Small Commercial & Industrial
and Medium Commercial & Industrial customer classes.

MISCELI.ANEOUS

Minimum bills shall not be reduced by reason of the DSS. DSS charges shall not be a part of the monthly
rate schedule minimum nor be subject to any credits or discounts.

Application of the DSS shall be subject to continuous review and audit by the Commission at intervals it
shall determine.



STANDARD CONTRACT RIDERS - (Continued)

lououesrue ucHT comPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

HIRD REVISED PAGE NO. 89
CANCELUNG PAGE NO. 89

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SEFVICE

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

Day-ahead hourly price service provides large commercial and industrial customers with the ability to
purchase their electric supply requirements on a day-ahead hourly basis. Beginning
201_l_, the Company will supply electricity underthis rider by obtaining the requirements based on a request

. This rider is also available for the supply of electricity to generating stations that are not
otherwise self-supplying and where the generating station is not otherwise receiving service from an EGS.

Metering equipment must be installed at the generating station at the expense of the customer.

MONTHLY CHARGES

Energy charges are hourly and provided at the day-ahead and realtime PJM locational marginal prices
("LMP') based on the customer's day ahead seheduled lead and the eustemer's real time metered hourly
load, plus energy-related ancillary services including PJM administrative charges, adjusted for losses, plus a
fixed retail PJM posts the day-ahead locational marginal price on their web
site at 4:00 PM EPT. Balaneing eperating reserve eharges will be aseignedte eaeh eustemer based en thei+

Capacity charges are equal to the
full PJM Reliability fticing Model ("RPM") capacity price for the Duquesne Zone, and shall recover the
charges associated with the customer's share of the Company's capacity obligation assigned by PJM, plus
the charges for capacity based ancillary services. Energy and capacity charges will be calculated using the
following formula and adjusted for the Pennsylvania Gross Receipts Tax (GRT) in effect.

Etd Hour

| : ' (+ ADJ,) * (LMPDA. + oRoo,)l +

t= Staft Hour

| :[(r^r,* (1 + ADJ.)). (S&r, 1 ffiGnt+ SCN*n+--REN+

t= Staft Hour

tud Day

I[(COD * CChg) + NftCo. (Ro + Bo)]

D= Staft Day

SIA) + LRn* (PJM, + FRA)I +

G)
G)
G)

(qI
G)

G)
G}
G)

(cl

G)
lq
GI

GI
G)

(c)

G)

ISSUED: XXXXX XX. 2017 EFFECTIVE: JUNE 1. 2017



lououesrue ucHT coMPANY

Where:

SUPPLEIUIENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

HIRD REVISED PAGE NO. 90
CANCFI I ING ECOND REVISED PAGE NO. 90

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

MONTHLY GHARGES - (Continued)

f = Particular clock hour in the Billing Period from start hour to end hour for energy
charges.

ft = Particular day in the Billing Period f rom start day to end day for capacity charges.

Customer load

I 
no-

Lnn= Actual (Real-Time) metered load of the customer, measured in MW.

ADJ,= Adjustments to the customer load at the retail meter using the same methodology
used to determine the hourly load obligations of a customer served by an EGS
pursuant to Duquesne's Supplier Coordination Tariff. The hourly load adjustments
shall be the sum of the percentage distribution and transmission (if applicable) losses
of the applicable schedule as specified in Duquesne's Supplier Coordination Tariff.
The Company will also adjust the customer load for the loss de-ration factor defined
by PJM.

Enemy Chames

LMPDA = Day-Ahead hourly locational marginal price (LMP) in $/MWH including energy,
congestion and marginal losses for the Duquesne Zone or Duquesne Residual Zone
as applicable.

UVIP* - Pealtime heurly leeatienal marginal priee (tMP) in $lNlWH ineluding energy'
eengestien and marginal lesees fer the Duquesne Zene er Duqueene Pesidual Zene
e€-€ppli€€b++

PJM Ancillary Service Gharqes and Other PJM Charqes

SRnr,= Hourly real-time synchronous reserve charge in $/MWH as calculated by PJM for
supporting the customer's load.

ORoo,= Hourly Day-Ahead operating reserve (supplemental) charge in $/MWh as calculated
by PJM for supporting the customer's load.

eP*,

(g)

(ct

fSSUED: EFFEGTIVE: JUNE I .2017
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lououesre ucHT coMPANY SUPPLEIT'IENT NO. XXX
TO H-ECTRIC - PA. P.U.C. NO. 24

THIRD FOURTH REVISED PAGE NO. 91
CANCETUNG HIRD REVISED PAGE NO. 91

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

MONTHLY CHARGES - (Continued)

PJM Ancillary Service Chames and Other PJM Chames - (Continued)

FIEGR. = Hourly real-time regulation charge in $/MWH as calculated by PJM for supporting the
customer's load.

SCNR. = Real-time Synchronous Condensing Charge in $/MWH for supporting the customer's
load if this charge is billed separately by PJM to the Company.

PJM Schedule 1A rate in $/MWH applicable to the Duquesne Zone.

PJM Surcharge is a pass-through of the charges incurred by the Company for grid
management and administrative costs associated with membership and operation in
PJM. These are the charges incurred by the Company under PJM Schedules 9 and
10 to provide hourly price service.

SIA =

PJM.=

R" - Reactive supply service charge in $/MWday to serve the customer's load as
calculated under the PJM Tariff Schedule 2.

$ = Blackstart service charge in $/MW-day to serve the customer's load as calculated
under the PJM Tariff Schedule 6A.

FRA =

consists of the sum of administrativ

lce.

default service suooly.

nene#agbgnerey

Pennsyh€nia Alternative Energy Pertfelie Standards (AEPS)Aet ef '004 (\et 213),

Custome/s Capacitv Obliqation and Network Service Peak l-oad

COo = Capacity Obligation in MW for each day associated with supporting the customer's
load as described in the section "Determination of Capacity Obligation."

G)

G)

G)

G)

(c)

G)

ISSUED: xxxxx xx.2017 EFFECTIVE: JUNE 1. 2017



lououesre ucHT coMPANY SUPPLEIVIENT NO. XXX
TO ELECTRIG - PA. P.U.C. NO. 24

HIRD REI/ISED PAGE NO. 92
CANCELUNG FIRST SECOND REVISED PAGE NO. 92

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

MONTHLY GHARGES - (Continued)

Custome/s Capacitv Obligation and Network Service Peak Load - (Continued)

NPLCD= The customer's daily network service coincident peak load contribution in MW. This
quantity is determined based on the customer's load coincident with the annual peak
of the Duquesne Zone (single coincident peak) as defined in the PJM Tariff Section
34.1.

Capacity Charues

COhgo= The demand charge in $/MW-day, which is equal to the full PJM RPM Final Zonal
Capacity Price for the Duquesne Zone.

PJM bills these charges to the Company as a function of the load measured in megawatts (MW) and
expresses these charges as $/MW, $/MWH and $/MW-day. The Company measures the customer's load
and energy usage in kilowatts (kW) and will convert the above charges to $/kW, $/kwh and $/kW-day for
the purposes of computing the customer's monthly bill.

PROCUREMENT PROCESS

CONTINGENCY PIAN

be reconciled as described in the "Annual Reconciliation" section of this rider.

LOCATIONAL MARGINAL PRICE

The "Duquesne Zone" is the PJM-defined area encompassing the franchised service territory of the
Duquesne Light Company. The pricing for the Duquesne Zone contains every transmission load bus on the
Company's system. PJM will determine the locational marginal price for the Duquesne Zone and an hourly
nodal locational marginal price for each load bus. Load Serving Entities (LSEs) and wholesale transmission
customers have the option of electing energy settlement at the hourly nodal prices.

The "Duquesne Residual Zone" is the pricing zone determined by PJM in the event that LSE's or other
wholesaletransmission customers in the DuquesneZone elect settlement based on nodal locational marginal
energy prices. In such event the Duquesne Zone locational marginal price will be replaced by the Duquesne
Residual Zone locational marginal price and:

G)

G)

G)

(ql

EFFECTIVE: JUNE 1. 2017



lououesne ucHT coMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

THIRD FOURTH REVISED PAGE NO. 93
CANCFI I ING SEEONDTHIRD REVISED PAGE NO. 93

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

LOCATIONAL MARGINAL PRCE - (Continued)

(i) the pricing for such zonewill be calculated by PJM using a load-weighted average of the nodal
locational marginal prices of all load buses within the Duquesne Zone, but excluding from such
calculation the weighting at the respective nodal prices of the load served by LSEs or other
wholesale transmission customers who have elected nodal settlement: and

(ii) settlement for all LSEs and wholesale transmission customers in the Duquesne Zone that have
not elected nodal settlement, will have their load obligations settled on an hourly day-ahead,
hourly real-time or other periodic basis at the respective PJM-determined price for the
Duquesne Residual Zone for such period.

DETERMINATION OF CAPACITY OzuGATION

The capacity obligation subject to the Demand Charges in this rider will be the customer's share of the
Company's capacity obligation determined by PJM. The Company's capacity obligation will be calculated
by PJM based on the Company's peak system load and will be the basis for the capacity obligation for the
follow ing planning year.

ln determining the customer's share of the capacity obligation, the Company will calculate the customer's
peak load contribution. The peak load contribution is based on the customer's load coincident with the
peak hour of the five peak days as determined by PJM. The customer load in each of these five hours,
adjusted for the Company's transmission and distribution line losses and the customer's share of
unaccounted for energy will be averaged to calculate the customer's peak load contribution. Customers
may participate as a Demand Resource or as an Interruptible Load Resource ("lLR') under RPM in PJM.
Any and all charges or credits associated with the customer's participation as an ILR will be applied to the
customer's bill.

NOTIFICATION AND ELECTION OF SERVICE

Customers may elect to purchase their supply requirements through this rider at any time according to the
requirements of Rule No. 45. Customers that do not elect service with an EGS will default to hourly price
service under this rider.

(c)

(c)

xxxxx xx.2017 EFFECTIVE: JUNE 1. 2017



STANDARD CONTRACT RIDERS - (Continued)

lououesne ucHT coMPANY SUPPLEMENT NO. XXX
TO ELECTRIC - PA. P.U.C. NO. 24

ORIGINALFIRST REVISED PAGE NO. 93A

RIDER NO. 9 - DAY-AHEAD HOURLY PRICE SERVICE - (Continued)

(Applicable to Rates Gl- GLH, L and HVPS and Generating Station Service)

DAY AHtr,\D SCHEr|UI lNG GUIDEUNtrS

The Gempany will-prevrde an heurly lead fereeast (with lesses) er the DtC eustemer eheiee web eite fer

tir.ill aggregate all ef the final eustemer fereeasts' de rate per the mean-PJM trDC less de ratien faeter, and

the day ahead tMP, PJIWwill ealeulate the balaneing eharges based en the differenee between the day

eharges will-be assigned te eaeh eustemer en this rider based en their pre rata share ef the net system

rcspeeiivetf

GENERAL

The Supply Charges are intended to recover the market costs of providing Default Service to customers in
PJM as these costs may change or be redefined from time to time. The Supply Charges shall be calculated
using the formula and prices referenced above, but may be revised from time to time, as necessary, to
reflect changes in PJM rules and charges. The Company is required to include renewable energy sources as
a component of providing POLR service. The Company will pass-through the charges required to comply
with the Alternative Energy Portfolio Standards (AEPS) as those compliance requirements change. The
formula is illustrative to reflect the charges in the PJM tariff and is subject to change at any time, as PJM
rules, charges or market parameters change.

G)

G)

Ic)

G)

EFFECTIVE: JUNE 1. 2017
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DUQUESNE LIGHT COMPANY

ELECTRIC GENERATION SUPPLIER COORDINATION TARIFF

lssued By

DUQUESNE LIGHT COMPANY
411 Seventh Avenue
Pittsburgh, PA 15219

Richard Riazzi
President and Ghief Executive Officer

fssued: Xxxxx xx,2017 Effective: June 1 ,20',7

lssued pursuant to the Commission's Order
entered Xxxxx xx. 2017 , al Docket No. P-2016-XXXXXXX

NOTICE
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DUQUESNE UGHT COMPANY
411 SEVENTH AVENUE
PITTSzuRGH, PA. 15219

SUPPLEVIENT NO. XX
TO ELECTRIC. PA. P.U.C. NO. 35
SIXTEENTH REI/ISED PAGE NO. 2

CANCELUNG FIFTEENTH REVISED PAGE NO. 2

UST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES

Rules and Regulations Fifth Revised Page No. 308
12. Payment and Blling Cancelling Fourth Revised Page No. 30B

12.1.3 Purchase of EGS Receivables (POR) Progam
12.1.7.4 Other Payment Provisions

Language has been revised to more clearly state that in Rule No. 12.1.7.4 Other Payment Provisions
certain terms apply to consolidated EDC rate ready billing only.

Rider - Standad Offer Program Cost Recovery Thid Revised Page No. 42B
Cancelling Second Revised Page No. 42B

Language has been removed in the "Background" and "CustomerAcquisition Fee" sections.

|SSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



DUQUESNE UGHT COMPANY
411 SEVENTH AVENUE
PITTSzuRGH, PA. 15219

SUPPLEMENT NO. XX
TO ELECTRIC. PA. P.U.C. NO. 35

FIFTH REVISED PAGE NO. 3OB
CANCELUNG FOURTH REI/ISED PAGE NO. 3OB

RULES AND REGUI-ATIONS - (Gontinued)

12. PAYMENT AND BLIJNG - (Continued)

12.1.7 PURCHASE OF EGS RECEVABLES (POR) PROGRAM - (Continued)

12.1.7.2.2 PURCHASE PRICE DISCOUNT ADJUSTMENT FOR INDIVIDUAL EGS Duquesne will monitor
individual EGS uncollectible percentage rates (measured as any unpaid amounts sixty (60) days or older
divided by that EGS's total annual consolidated billings), to determine whether any individual EGS is
engaging in Unusual Business Behavior that results in an increase to the total uncollectible percentage rate
for the Duquesne System. lf, based on this monitoring, Duquesne finds that an individual EGS's
uncollectible percentage rate exceeds 5%, then Duquesne, at its discretion, may increase the discount rate
for that individual EGS's accounts to reflect the increased costs associated with the EGS's uncollectible
accounts by the difference between the EGS's uncollectible percentage rate and two percent (2o/o). For
purposes of this calculation, Duquesne shall rely on the most recent twelve (12) month period (or shorter if
the EGS is new to the POR program) to calculate the EGS's uncollectible percentage rate. Duquesne, in its
discretion, may opt to waive the imposition of the additional discount if the increase in the uncollectible
rate results primarily from providing service to previously poor paying customers currently on default
service and the individual EGS is able to provide a reasonable explanation for the significant increase in its
uncollectible rate is not the result of a particular price offering, marketing strategy or other actions of the
individual EGS. lf, however, Duquesne determines that an additional discount is appropriate, the EGS may
challenge that determination pursuant to the dispute resolution procedures discussed below. Should the
result of those procedures uphold the EGS's position, Duquesne will refund to the EGS the additional
discount withheld from their receivables. In the course of the dispute resolution, the EGS may be called
upon to provide customer payment history for the customers it serves, commodity pricing, and other such
information deemed appropriate, subject to confidentiality agreement. The discount will be lowered to the
level applicable to other EGSs when and if the particular EGS's uncollectible percentage rate decreases to a
level of two percent (2o/o) or below over a twelve (12) month period. lf the particular EGS stops providing
service to a customer under the POR program, the EGS must pay to Duquesne an amount equal to the
increase to the discount multiplied by that customer's prior year's billings, to the extent that such amount
has not already been paid on the date the EGS stops providing service to that customer.

12.1.7.3 TIMING OF PAYMENTS Payments to EGSs will occur electronically; thirty-five (35) days
after consolidated bills are issued, and will continue throughout the billing cycle. lf the thirty-fifth (3sth)
day falls on a weekend, Duquesne Light holiday or bank holiday, payments will occur on the next business
day.

12.1.7 .4 OTHER PAYMENT PROVISIONS lf the EGS customer is on consolidated rate ready billing or
consolidated rate ready billing and Duquesne's budget payment plan, Duquesne shall purchase the actual
amount owed each month by the customer and payments to EGSs shall be made based on the actual
amount owed. lf the EGS customer is on consolidated bill ready billing or consolidated bill ready billing and
Duquesne's budget payment plan, Duquesne shall purchase the amount sent in the bill ready 810 and
payments to EGSs shall be made based on the amount in the bill ready 810. Duquesne shall also purchase
accounts receivable of EGS's customers based upon an estimated bill. Duquesne shall add to or deduct
from any payments due to EGSs amounts that may result from reconciliations, estimated readings, cancel
and re-bills, or any applicable billing adjustment. Notwithstanding the foregoing, Duquesne shall only be
obligated to purchase the monthly budget amount and remit to the EGS any adjusted budget billing amount
until Duquesne implements any necessary changes to its billing system to allow for the payment of the
actual amount owed by the customer.

12.1.7.5 TRANSFER OF COLTECTION RESPONSIBUTIES AND RGHTS Under the POR program,
Duquesne is entitled to receive and retain all payments from customers. Duquesne is authorized to conduct
collection activities and, if necessary, terminate its delivery service and EGS commodity service to
customers whose accounts receivables were purchased and who fail to make payment of amounts due on
the consolidated bill, including the amount of the purchased EGS receivables. Any such termination of
service shall be in accordance with the

(C) - Indicates Change

(c)
(c)
(c)
(c)

ISSUED: XXXXX XX,2017 EFFECTIVE: JUNE 1 ,2017



STANDARD OFFER PROGRAM COST RECOVERY

BACKGROUND

fn compfiance with Commission Order dated July 16,2013, at Docket No. P-2012-2301664, the Company
implemented a Standard Offer Program ("SOP'). Under the SOP, EGSs can submit applications agreeing to
become SOP Suppliers and provide a Standard Offer that is a fixed price product seven percent (7%) lower
than Duquesne Light's' Price to Compare ("PTC'), in effect at the time of the offer, for a twelve month
(12-month) period. Complete SOP rules and documentation may be found at http://supplier.customer-
choice.com.

SUPPUER CHARGES

As approved by the Commission in the proceeding at Docket No. P-2012-2301664, the Company will
charge each SOP Supplier a Customer Acquisition Fee that will be applied to the number of EDI

transactions submitted by the SOP Supplier to Duquesne Light.

CUSTOM ER ACQUISITION FEE

The Customer Acquisition Fee for each EDI transaction submitted will be $10.28.

BLUNG AND PAYMENT

The Company w ill bill the participating SOP Suppliers on a monthly basis. All charges are due and payable
within 30 days. There are two methods of payment:

A check made payable to Duquesne Light Company and mailed to:

Duquesne Light Company
Attn: Supplier Service Center
411 Seventh Avenue (MD: 6-1)
Pittsburgh, PA 15219

or through a wire/ACH transfer to:

Bank Name: Mellon Bank, Pittsburgh
ABA: 043000261
Account No: 000-8061
Acct Name: Duquesne Light Company

lf a SOP Supplier fails to make the required payment, Duquesne Light may reduce the amount due to that
SOP Supplier from that SOP Supplier's next Rrrchase of Receivable ("POR')payment by the SOP amount
due (but not from amounts that are subject to a bona fide POR payment dispute).

(G) - Indicates Change

DUQUESNE UGHT COMPANY
411 SEI/ENTH AVENUE
PITTSzuRGH, PA. 15219

SUPPLEMENT NO. XX
TO ELECTRIC. PA. P.U.C. NO. 35

THIRD REVISED PAGE NO. 42B
CANCELUNG SECOND REI/ISED PAGE NO. 428

(c)

(c)
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12.1.7.4 Other Payment Provisions
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RULES AND REGUI-ATIONS - (Continued)

12. PAYMENT AND BLIJNG - (Continued)

12.1.7 PURCHASE OF EGS RECEVABLES (POR) PROGRAM - (Continued)

12.1.7.2.2 PURCHASE PRICE DISCOUNT ADJUSTMENT FOR INDIVIDUAL EGS Duquesne will monitor
individual EGS uncollectible percentage rates (measured as any unpaid amounts sixty (60) days or older
divided by that EGS's total annual consolidated billings), to determine whether any individual EGS is
engaging in Unusual Business Behavior that results in an increase to the total uncollectible percentage rate
for the Duquesne System. lf, based on this monitoring, Duquesne finds that an individual EGS's
uncollectible percentage rate exceeds 5%, then Duquesne, at its discretion, may increase the discount rate
for that individual EGS's accounts to reflect the increased costs associated with the EGS's uncollectible
accounts by the difference between the EGS's uncollectible percentage rate and two percent (2%). For
purposes of this calculation, Duquesne shall rely on the most recent twelve (12) month period (or shorter if
the EGS is new to the POR program)to calculate the EGS's uncollectible percentage rate. Duquesne, in its
discretion, may opt to waive the imposition of the additional discount if the increase in the uncollectible
rate results primarily from providing service to previously poor paying customers currently on default
service and the individual EGS is able to provide a reasonable explanation for the significant increase in its
uncollectible rate is not the result of a particular price offering, marketing strategy or other actions of the
individual EGS. lf , however, Duquesne determines that an additional discount is appropriate, the EGS may
challenge that determination pursuant to the dispute resolution procedures discussed below. Should the
result of those procedures uphold the EGS's position, Duquesne will refund to the EGS the additional
discount withheld from their receivables. In the course of the dispute resolution, the EGS may be called
upon to provide customer payment history for the customers it serves, commodity pricing, and other such
information deemed appropriate, subject to confidentiality agreement. The discount will be lowered to the
level applicable to other EGSs when and if the particular EGS's uncollectible percentage rate decreases to a
fevel of two percent (2%) or below over a twelve (12) month period. lf the particular EGS stops providing
service to a customer under the POR program, the EGS must pay to Duquesne an amount equal to the
increase to the discount multiplied by that customer's prior year's billings, to the extent that such amount
has not already been paid on the date the EGS stops providing service to that customer.

12.1.7.3 TIMING OF PAYMENTS Payments to EGSs will occur electronically; thirty-five (35) days
after consolidated bills are issued, and will continue throughout the billing cycle. lf the thirty-fifth (3sth)

day falls on a weekend, Duquesne Light holiday or bank holiday, payments will occur on the next business
day.

12.1.7.4 OTHER PAYMENT PROVISIONS lf the EGS customer is on
budget payment plan-end@,

Duquesne shall purchase the actual amount owed each month by the customer- and yments to EGSs

shall be made based on the actual amount owed.

EGSs shall be made based on the amount in the bill
readv 810. Duquesne shall also purchase accounts receivable of EGS's customers based upon an

estimated bill. Duquesne shall add to or deduct from any payments due to EGSs amounts that may result
from reconciliations, estimated readings, cancel and re-bills, or any applicable billing adjustment.
Notwithstanding the foregoing, Duquesne shall only be obligated to purchase the monthly budget amount
and remit to the EGS any adjusted budget billing amount until Duquesne implements any necessary
changes to its billing system to allow for the payment of the actual amount owed by the customer.

12.1.7.5 TRANSFER OF COLTECTION RESFONSIBUTIES AND RIGHTS Under the POR program,
Duquesne is entitled to receive and retain all payments from customers. Duquesne is authorized to conduct
collection activities and, if necessary, terminate its delivery service and EGS commodity service to
customers whose accounts receivables were purchased and who fail to make payment of amounts due on
the consolidated bill, including the amount of the purchased EGS receivables. Any such termination of
service shall be in accordance with the

(C) - Indicates Change
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STANDARD OFFER PROGRAM COST RECOVERY

BACKGROUND

ln compliance with Commission Order dated July 16,2013, at Docket No. P-2012-2301664, the Company
implemented a Standard Offer Program ('SOP'). Under the SOP, EGSs can submit applications agreeing to
become SOP Suppliers and provide a Standard Offer that is a fixed price product seven percent (7%) lower
than Duquesne Light's' Rice to Compare ("PTC"), in effect at the time of the offer, for a twelve month
(12-month) period. Pursuant te the Cemmissien's Seeretarial tetter dated February 12' 2016' at Deeket

1O47-Complete SOP rules and documentation may be found at http://supplier.customer-choice.com.

SUPP1IER CHARGES

As approved by the Commission in the proceeding at Docket No. P-2012-2301664, the Company
charge each SOP Supplier a Customer Acquisition Fee that will be applied to the number of
transactions submitted by the SOP Supplier to Duquesne Light.

CUSTOMER ACQUISITION FEE

The Customer Acquisition Fee for each EDI transaction submitted ill be $10.28.

BLUNG AND PAYMENT

The Company will bill the participating SOP Suppliers on a monthly basis. All charges are due and payable
within 30 days. There are two methods of payment:

A check made payable to Duquesne Light Company and mailed to:

Duquesne Light Company
Attn: Supplier Service Center
411 Seventh Avenue (MD: 6-1)
Pittsburgh, PA 15219

or through a wire/ACH transfer to:

Bank Name: Mellon Bank, Pittsburgh
ABA: 043000261
Account No: 000-8061
Acct Name: Duquesne Light Company

lf a SOP Supplier fails to make the required payment, Duquesne Light may reduce the amount due to that
SOP Supplier from that SOP Supplier's next Rrrchase of Receivable ("POR') payment by the SOP amount
due (but not f rom amounts that are subject to a bona fide POR payment dispute).
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a.

A.

INTRODUCTION

Please state your full name, business affiliation and address.

My name is Marcie Morrison. I am the Interim Director of Customer Engagement for

Duquesne Light Company ("Duquesne Light" or the "Company"). My business address

is 4l I Seventh Avenue MD l5-1, Pittsburgh, PA 15219.

a.

A.

Please describe your professional and educational background.

I graduated from LaRoche College with a Bachelor of Science degree in Management

and Administration, Minor in Customer Information Systems. I have experience in

Utility Management (Process Improvement, IT, Quality Assurance, Call Center, Billing,

and Project Management). Prior to joining Duquesne Light, I had more than 15 years of

experience in the utility industry working for Equitable Gas and Peoples Natural Gas

Companies. I have previously held positions of Senior Lead Application Analyst,

Manager, Process Improvement, Quality Assurance Technical Project Manager and

Senior Systems Analvst.

a. Please describe your current responsibilities as Interim Director of Customer

Engagement.

A. My overall responsibilities are to develop and establish policies, procedures and

programs for providing customer service to the Company's 588,000 customers. As

Interim Director of Customer Engagement, I am responsible for therelationships with

residential, commercial and industrial customers. Customer programs such as

14062497v1



1 Energy Efficiency and Demand Response are also included as part of my Customer

2 Engagement responsibilities.

a

4 a. What is the purpose of your Direct Testimony?

5 A. The purpose of my testimony is threefold. First, I describe the Company's Customer

6 Choice Communication Program. Next, I provide an overview of the Company's

7 Standard Offer Customer Referral Program, and finally, I provide an overview of the

8 Company's proposal for Customer Assistance Program ("CAl"'lportability.

9

10 a. Are you sponsoring any exhibits as part of your Direct Testimony?

11 A. Yes, I am sponsoring two exhibits:

t2

l3

I4

l5

o Exhibit MM - I is a copy of the customer choice section of the new Mover Packet

o Exhibit MM - 2 is a copy of the "Take Charge of Your Electric Bill" PUC

Publication.

16 a. Were these exhibits all prepared by you or under your supervision?

17 A. Yes, all of the above referenced exhibits were prepared by me or under my supervision.

l8

19 II. CUSTOMER CHOICE COMMUNICATION PROGRAM

20 a. Can you please provide an overview of how the Company educates customers about

2l shopping?

22 A. Yes. As part of its eighth default service plan ("DSP V[I" or "Plan") covering the

23 June 1,2017 through May 3 l, 2021period, Duquesne Light plans to promote electric
2

14062497v1
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a.

A.

choice to customers in its service territory utilizing the following communication

avenues:

o Online, via its website

o "New Mover Packet"

o Interactive voice response (IVR) phone system, and

e Watt Choices staffed events.

Describe how Duquesne Light educates customers about shopping on its website?

Duquesne Light promotes electric choice on its website, www.Duquesnelight.com, in a

number of ways. Customers can access a wide range of electric choice information,

including several direct links to www.PAPowerSwitch.com, currently located under the

Customer Service tab located on the "For Your Home" page. Duquesne Light is

launching a new website, and the electric choice information will be found under the

Customer Service tab located on the home page. Here, customers can learn about electric

choice, how to participate, Price-to-Compare ("PTC") information, selecting a supplier,

accelerated switching, and view frequently asked questions ("FAQs"). The FAQs cover

topics such as supplier information, PTC, changing suppliers, billing information,

slamming, restructuring, energy assistance, renewable resources, metering and customer

service.

Describe how Duquesne Light educates customers about shopping through the new

mover information packet.

a.

14062497v1
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A. In order to advise new customers and a subset of moving customers of their

opportunity to participate in customer choice, Duquesne Light promotes shopping

via its 'New Mover Packet." This packet contains a variety of useful information

for new customers including a section on customer choice. The customer choice

section reinforces that electric customers in Pennsylvania have the option to choose

their electric supplier and that EGSs may offer lower prices. It refers customers to

both the Pennsylvania Public Utility Commission's ("Commission") website,

www.PAPowerSwitch.com, and the Office of Consumer Advocate's ("OCA")

electric shopping guide at www.oca.state.pa.us. Phone numbers for both the

Commission and the OCA are provided. Lastly, itreminds customers that no matter

whom they buy their power from, the reliability and quality of their local

distribution service will not change. Approximately 50,000 'New Mover Packets"

are distributed annually. Exhibit MM - 1 is a copy of the material sent to new

customers viathe new Mover Packet.

Describe how Duquesne Light educates customers about shopping through its IVR

phone system.

Duquesne Light includes in its IVR system a selection to advise customers of their

opportunity to choose a supplier and refers them to www.PAPowerSwitch.com.

Residential customers contacting the Company to initiate or move electric service, to

discuss choice questions, or to resolve high bill concerns will hear the IVR customer

choice referral.

a.

A.

4
14062497v1
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a.

A.

Describe how Duquesne Light educates customers about shopping through its Watt

Choices Energy Efficiency and Conservation Program.

Watt Choices is the Company's energy efficiency program. Watt Choices is

visible at community events promoting various residential energy efficiency

programs. At these events, energy efficiency program material is available for

customers to take home. Because of the increase in questions regarding suppliers

and customer choice, the Take Charge of Your Electric Bill PA Power Switch

brochure is included as take home material at these events. The brochure directs

customers to the Commission's website, helping them make an informed decision

concerning supplier shopping. Exhibit MM - 2 is a copy of the "Take Charge of

Your Electric Bill" PUC Publication included at the Watt Choices table events.

Which customers can be reached by the Company's education efforts?

Duquesne Light's customer choice communications are available to all

customers. Specific communications vary by customer segment. The Company's

website is accessible to all customers and the general public. Residential and

Commercial & Industrial customers can obtain customer choice information on

the "For Your Home" and "For Your Business" sections. The 'New Mover

Packet" is mailed to new residential customers and existing residential customers

who havemoved within the service territory after residing in the same address for

at least two years. The IVR reaches residential customers who contact Duquesne

Light to initiate or move service, discuss customer choice, or resolve a high bill

complaint. Watt Choices communications related to customer choice reaches primarily

a.

A.
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I

2

aJ

4

5

6

7

8

9

10

11

t2

13

t4

15

t6

t7

l8

I9

20

2l

22

ilI.

a.

A.

residential customers, including low income customers, who attend events throughout

theyear.

STANDARD OFFER CUSTOMER REFERRAL PROGRAM

Please provide an overview of the Company's current SOP.

The Company's current Standard Offer Program ("SOP") targets non-shopping

residential and Small C&I customers who contact the Company with four types of calls.

Specifically, customers who contact the Company: l) to initiate or move service, 2) to

discuss choice questions, 3) to resolve high bill concerns, or 4) to inquire about the

SOP are provided information regarding participation in the Company's SOP. After the

customer's specific inquiry has been resolved, Duquesne Light's customer service

representative ("CSR") promotes the SOP utilizing an established script. When the

customer indicates that he/she is interested in participating in the SOP, he/she is

transferred to a participating EGS for program details and enrollment.

Why does Duquesne Light's SOP require EGSs to enroll SOP customers?

In the DSP VII proceeding, Duquesne Light and the Parties agreed to conduct a

collaborative with interested Parties to consider changes to the Company's existing

SOP, including, among other things, the use of a third party to enroll customers or

other means to improve customer enrollments. The Company held a collaborative to

gain stakeholder input on the Company's existing SOP. The outcome of the

collaborative was that the existing program was cost effective, and the Parties

a.

A.

6
14062497v1
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0.

A.

agreed to keep the existing SOP structure in place with the Company sending

interested customers directly to the EGS for enrollment.

What are the benefits of the Company's SOP?

The SOP benefits customers by offering customers a price 7o/o below the current PTC

and introducing new customers to shopping. An important benefit of Duquesne Light's

SOP is the low costs for EGSs to participate. The customer acquisition fee paid by

participating EGSs is currently $10.28 per enrollment. The Company's existing SOP

avoids the costs of paying a third party to enroll customers, maintains a reasonable cost

for EGSs, and avoids charging any cost for the program to customers.

What disclosures are provided to customers concerning price charges under the

SOP?

In the Company's DSP VII case, the parties agreed through Settlement to adjust the SOP

script provided to each eligible customer. The current script is: "I see you are eligible for

the voluntary Standard Offer program, which provides a price for generation service from

a supplier for 12 months that is 7o/o off Dlquesne Light's current price to compare. Please

note that our price to compare is adjusted to reflect market prices twice a year on Dec. 1

and June 1. As a result, while your Standard Offer rate will remain fixed, your

o v e r a I I savings will vary as our Price to Compare changes. Your Standard Offer Rate

may be higher or lower than the next Price to Compare. If you are interested in the

Standard Offer Program, I will transfer you to a supplier who is participating for more

information. Customers who enroll are free to leave the Standard Offer Program at any

a.

A.
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a.

A.

time duringthe 12 months, and return to Duquesne Light's default service or another

EGS, with no termination/cancellation fee imposed".

Describe the results of the SOP to date.

Since the program's inception, August 16,2013 through March 2016, Duquesne Light

had 21,738 residential referrals and 17,037 residential enrollments for a 78o/o refenal-to-

enrollment rate. For the same period, the Company had 554 small commercial referrals

and 463 small commercial enrollments for an 84o/o referral-to-enrollment rate. The

Company has consistently had four participating EGSs for the residential customer class

and one EGS for the small commercial customer class.

Is the Company proposing to maintain its current customer acquisition fee?

Yes, Duquesne Light is proposing to maintain the $10.28 customer acquisition fee. The

Company proposes to keep the customer acquisition fee at $10.28 for the duration of

Default Service Plan VIII. The expenses associated with the SOP are CSR training,

reporting and minor IT updates to the SOP enrollment tool as EGSs enter and leave the

offering.

CAP CUSTOMER SHOPPING

Please explain the Company's position with respect to CAP customer shopping.

The Company will support the extension of shopping to CAP customers under certain

customer protections and conditions. First, CAP customers that shop should be provided

protections from increased bills resulting from shopping and variable rate contracts.

a.

A.

IV.

a.

A.
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a.

A.

Second, any CAP shopping plan must determine how customer protections will be

implemented, and reported, whether the protections and associated costs are the

responsibility of the EGS or the EDC, and provide sufficient time for process and system

implementation and customer education. If these protections are adopted and

implemented, the customer CAP credit will be applied to the distribution, generation and

transmission portion of the bill in the same manner for CAP shopping customers as it is

for CAP customers receiving default service. All CAP customers will be billed at the

percentage of their budget billing amount based on their percentage of income as defined

in the Company's most recent PUC approved Universal Services Plan.

Why does the Company support protections for CAP shopping?

The CAP program is designed to provide an opportunity for low income customers to

avoid termination of service for nonpayment. If CAP customers' bills are increased, the

CAP credit will not be sufficient, customers will not be able to pay and will face

termination of service.

Will Duquesne Light provide education specifically designed for CAP customers

regarding the opportunity to shop for electric generation?

Yes, Duquesne Light proposes to conduct a CAP customer education plan once the

protections for CAP customers have been frnalized and implemented. The proposed plan

will include specific information about the CAP program benefits and pricing,

information about the PTC, shopping components (including cancellation fees), and any

further information that will provide CAP customers with details to make informed

a.

A.

14062497v1



I decisions concerning shopping. The Company proposes to utilize direct mailing, website,

2 brll inserts, the Company's customer service representatives, community-based

3 organizations, and CAP agencies to disseminate information to CAP customers.

4

5 Q. What are the expected costs for the CAP customer education plan?

6 A. The Company expects the costs for the education plan, including materials and

7 notification letter, to be approximately $200,000 per year of this default plan.

8

9 a. How will the Company recover the costs of the education plan?

10 A. The Company's current tariff allows for these costs to be recovered through Retail

11 Market Enhancements.

r2

13 V. CONCLUSION

14 a. Does this conclude your Direct Testimony at this time?

15 A. Yes.

14062497v1
10



VERIFICATION

I, Marcie L. Morrison, Interim Director, Customer Engagement for Duquesne Light Company

("Duquesne Light"), hereby state that the testimony set forth in Duquesne Light Statement No.5 is true and

correct to the best of rny knowledge, information and belief, and that if asked orally at a hearing on this

matterr my answers would be as set forth herein.

I understand that the statements herein are made subject to the penalties of 18 Pa.C.S. $ 4904

relating to unsworn falsification to authorities.

IleWnsA
Date: April 29,2016 Marcie L. Monison,lnterim Director, Custorner

Engagement



Exhibit MM-1

The Pennsylvania

ELECTRIC CHOICE
PROGRAM
Pennsylvania residents have the option to choose the company

that generates their electricity. Choosing an alternative supplier for
generation service may save you money, but the choice is yours.

Duquesne Light will continue to deliver electricity to you even if
you switch to another generation supplier.

PAPowerSwitch 
..;

Pennsylvania Pu btic Utitity Comm ission

PAPowerSwitch.com is the Public Utility Commission's website

to help consumers shop for power suppliers. When you click on

"Shop for Electricity" and plug in your ZIP code, the site will give

you a list of suppliers, a comparison of their offers, and much more.

lf you don't have access to the Internet, you can call the PUC at

1-800-692-7380.

The website of the Pennsylvania Office of the Consumer Advocate,

www.oca.state.pa.us, is another good source of information. There

you will find a free online guide that provides "apples to apples"

comparisons for alternative energy suppliers in each utility's service

area in the state, including Duquesne Light's. You also can call

1 -800-684-6560 for information.

The Price to Compare (PTC), measured in cents per kilowatt-hour,

is used to compare prices and potential savings among generation

suppliers. The PTC, which can be found at the bottom of Page 3

of your Duquesne Light bill, tells you how much you are paying for
your supply and transmission charges.



E)dibit MM-2

SWITCH

It's easy to lower your sergy
costs or find the seryices
you neeo

l. Visit PAPov/erSwitch com on
your d6ktop, tablet or phoc,

2. Enter your zip code to find
the suppliers who are making
offers and th€ "price to
compare 'A usge calculator
translates your kilowatt
hours frm your electric
bill into evlngs.

Ooce you choose a supplier, you

can switch by calling the electric
supplier or by signing up th.ouqh
the supplier's website. Your new
vpplier will notify your electric
utility ot the change. The electric
utility will thel contact you by
mail to confirm the change

Shopping for a new elEtric
supplier Gn h€lp you lorer )our
energy Ete PAPowerswitch com
also helps you learn more about
steps !ru can take to make your
home more energy-efficient.



Exhibit MM-2

TAKE CHARGE OF YOUR ELECTRIC BILL.

PAPowerSwitch i:'
Pennsylvania Public Utility Cornrnissicn

Contact the Pennsylvania Public Utility Commission al l-8OO-692-7380.

TAKE CHARGE OF YOUR BILL
AT PAPOWERSWITCH.COM

ttch i:, I oo.,ou,u.o*
Y Corrm,ssinr I


