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HISTORY OF THE PROCEEDING


On September 1, 2006, PECO Energy Company (PECO) filed a three year (2007-2009) universal service and energy conservation plan pursuant to the Pennsylvania Public Utility Commission’s (Commission or PUC) regulations at 52 Pa. Code §§ 54.71-54.74.


After reviewing PECO’s universal service plan, the Commission determined that several issues warranted further review and investigation.  By Order entered September 28, 2007 (Commission Order), the Commission referred those issues to the Office of Administrative Law Judge (OALJ) for hearing and the issuance of a Recommended Decision.  The five issues to be addressed were:

1. The legal question of whether PECO may collect uncollectible expenses through its proposed universal service funding mechanism.  (Program Budgets, Commission Order at 11).

2. A determination of whether a payment design that is more consistent with the intent of the Customer Assistance Program (CAP) Policy Statement is feasible; and if so, to make recommendations regarding its implementation.  (CAP Rate Payment Design, Commission Order at 14).
3. PECO is to provide additional explanatory, clarifying and more detailed information regarding its proposals to expand its use of automatic enrollment and recertification.  (Application Process, Automatic Enrollment, and Recertification, Commission Order at 16).

4. Obtain clarification of PECO’s proposed revision of its arrearage forgiveness policy; and possibly revise PECO’s proposed arrearage forgiveness policy.  (Arrearage Forgiveness, Commission Order at 16-17).
5. The parties are to examine and propose possible consumer education methods that may be instituted to improve customers’ understanding of the CAP Rate program.  (Customers Do Not Understand CAP Rate Discounts, Commission Order at 17).


On October 9, 2007, the Office of Consumer Advocate (OCA) filed notice of its intervention in this case.  On October 24, 2007, attorneys for the Office of Trial Staff (OTS) filed notice of their appearance in this case.  On November 13, 2007, an attorney for PECO entered his appearance in this case.  On November 14, 2007, Tenant Union Representative Network, Action Alliance of Senior Citizens of Greater Philadelphia, and Association of Community Organizations for Reform Now (collectively, “TURN et al.”) filed a petition to intervene in this case.  TURN et al. was represented by Community Legal Services, Inc. (CLS).  On November 19, 2007, Eric Joseph Epstein filed a petition to intervene in this case.


An initial prehearing conference was held in this proceeding on November 29, 2007.  PECO, OTS, OCA, TURN et al. and Mr. Epstein were present.  During the initial prehearing conference the issues to be addressed in this proceeding were clarified, and rules for discovery were established, as well as a schedule for written testimonies, hearings and briefs.  The matters addressed during the initial prehearing conference were memorialized in the Prehearing Order dated December 3, 2007.



The petition to intervene of TURN et al. was granted at the initial prehearing conference.  PECO objected to the petition to intervene of Mr. Epstein.  On December 10, 2007, PECO filed an answer and motion to deny Mr. Epstein’s petition to intervene.  On January 16, 2008, my Recommended Decision denying the petition to intervene of Mr. Epstein was issued.  By Opinion and Order entered April 9, 2008, the Commission adopted my Recommended Decision denying Mr. Epstein’s petition to intervene.


Due to scheduling conflicts that arose subsequent to the initial prehearing conference, a second prehearing conference was held on April 3, 2008, for the purpose of revising the procedural schedule.  The parties who were present at the initial prehearing conference were also present at the second prehearing conference.  During the second prehearing conference a revised schedule for written testimonies, hearings and briefs was established.  The matters addressed during the second prehearing conference were memorialized in the Second Prehearing Order dated April 8, 2008.


A public input hearing was held on May 8, 2008, at 9:00 a.m. at the Philadelphia Senior Center in downtown Philadelphia, PA.  An evidentiary hearing was held on June 27, 2008, at the Philadelphia State Office Building in Philadelphia, PA.
  At the evidentiary hearing, the written testimonies and exhibits of all parties were admitted into evidence by stipulation.  In addition, PECO witness Manus J. McHugh answered questions that I and other parties posed in regard to his testimony.


On September 16, 2008, I received from PECO, a Joint Petition for Settlement (Settlement Petition).  The signatories to the Settlement Petition included all of the parties to this proceeding:  PECO, OTS, OCA, and TURN et al.  Upon review of the Settlement Petition, I found that sections of the document needed to be clarified, explained and corrected.  By Order dated October 6, 2008, I directed the parties to clarify, explain and correct certain sections of the Settlement Petition and to provide me with the revised document by October 20, 2008.  On October 20, 2008, I received from PECO, a Clarified Joint Petition for Settlement (Clarified Settlement or Clarified Settlement Petition).  The Clarified Settlement
 resolves all of the issues in this proceeding.  The Clarified Settlement (which includes the Statements of each of the parties in support of the settlement), is appended to this Recommended Decision at Appendix A.  On October 21, 2008, I received from PECO, “Attachment A (Revised Tariff Sheet),” which was inadvertently excluded from the Clarified Settlement.  Attachment A (Revised Tariff Sheet) is appended to this Recommended Decision at Appendix B.  On October 24, 2008, I received from PECO a letter that included a further description of testimony from another case which will serve as a basis for the universal service cost recovery mechanism that the parties will design.  On October 27, 2008, PECO provided me with an Addendum to the Clarified Settlement, which includes the descriptive language.  The letter and the Addendum (two pages) are appended to this Recommended Decision at Appendix C. 


For the reasons set forth below, I find that the Clarified Settlement is just and reasonable and in the public interest.  I therefore recommend approval of the Clarified Settlement in its entirety and without modification.   

DISCUSSION


It is the policy of the Commission to encourage settlements.  52 Pa. Code § 5.231.  In its policy statement regarding settlements in major rate cases the Commission states in pertinent part:

In the Commission’s judgment, the results achieved from a negotiated settlement or stipulation, or both, in which the interested parties have had an opportunity to participate are often preferable to those achieved at the conclusion of a fully litigated proceeding.

52 Pa. Code § 69.401.



The parties to this proceeding have agreed to a settlement that resolves all of the issues in this proceeding.  The parties agree that the Clarified Settlement is in the public interest.  Each party provided a Statement in Support of the Clarified Settlement.  (See the attachments to the Clarified Settlement Petition at Appendix A to this Recommended Decision.)    

Terms and Analysis of the Clarified Settlement 


The key terms of the Clarified Settlement and my analysis are provided below.
1.
The legal question of whether PECO may collect uncollectible expenses through its proposed universal service funding mechanism.


The first issue raised in the Commission Order was the legal question of whether PECO may collect uncollectible expenses through its proposed universal service funding mechanism.  The Commission stated that PECO includes a category of Other Uncollectible Provision Expense in the CAP Rate Program budget:  $18 million in 2007, $18.9 million in 2008, and $19.8 million in 2009.  See, Commission Order at 10.  The Commission noted that 66 Pa.C.S. § 1408 prohibits the inclusion of uncollectible accounts expense among the costs to be recovered via a universal service charge and it cited PUC v. Metropolitan Edison Company, R-00061366, R-00061367, P-00062213, P-00062214 (Jan. 11, 2007) (PUC rejected First Energy’s attempt to include uncollectible expenses as part of the universal service charge rider).  Id. at 11.



The Clarified Settlement provides that PECO will not collect uncollectible expenses through its universal service funding mechanism.  Clarified Settlement at 4, ¶ 6(A)(1).  The Clarified Settlement also provides as follows:  
In addition to the existing cost recovery of $383 per participant enrolled over 90,000 participants, the Company shall be permitted to collect, through a mechanism other than an alteration to the $383 USFC charge, $5.5 million annually.  A proposed tariff sheet entitled “Provisions for Recovery of Supplemental Universal Service Fund Costs” is attached to this Clarified Joint Petition.  

Clarified Settlement at 10, ¶ 6(D).

Analysis 


The Clarified Settlement alleviates the Commission’s concern that PECO in this proceeding was seeking to recover uncollectible expenses through its proposed universal service funding mechanism.  Testimony provided in this proceeding confirms that uncollectible expenses are not collected through PECO’s universal service funding mechanism.
  The Clarified Settlement provides that PECO does not seek to recover uncollectible expenses through its proposed universal service funding mechanism.  A proposed tariff sheet attached to the Clarified Settlement is presented by the parties as proof.
2.
A determination of whether a payment design that is more consistent with the intent of the Customer Assistance Program (CAP) Policy Statement is feasible; and if so, to make recommendations regarding its implementation.



The Commission’s Order provides as follows:

Resolution – We note that PECO has shown some improvement in making the CAP Rate payment requirements more consistent with the CAP Policy Statement guidelines.  However, based on the evaluation results and BCS informal complaint data, it appears that a high number of accounts still have CAP Rate bills that exceed the CAP Policy Statement guidelines.  For this reason we will assign this issue to the OALJ for hearing to determine whether a payment design that is more consistent with the intent of the CAP Policy Statement is feasible and to make recommendations regarding its implementation.”

Commission Order at 14.


The Clarified Settlement provides that PECO will increase the base monthly usage levels eligible for discounts for customers taking service under CAP Rates “B,” “C,” “D,” and “E,” to 650 kWh, and retain the next 100 kWh discount (up to 750 kWh) for CAP Rates “B” and “C” billed in the months of July, August and September, effective for regular billing cycles beginning after January 1, 2009.  Clarified Settlement at 5, ¶ 6(B)(1).
Analysis  


The Clarified Settlement adopts a recommendation of APPRISE, an independent evaluator of PECO’s CAP Rate program, and increases the 500 kWh limit for the lowest poverty groups.  See, Commission Order at 13-14.  Under the Clarified Settlement, effective January 1, 2009, the base monthly usage levels eligible for discounts increases to 650 kWh for customers taking service under CAP Rates “B,” “C,” “D,” and “E.”  CAP Rate “B” and “C” customers retain the additional discount for the next 100 kWh block of usage (650 kWh – 750 kWh) during the months of July, August and September.  These settlement provisions inure to the benefit of PECO’s low income customers.  They are just and reasonable and in the public interest.    
3.
PECO is to provide additional explanatory, clarifying and more detailed information regarding its proposals to expand its use of automatic enrollment and recertification.



The Commission stated that PECO proposes to enroll and recertify a customer automatically in its CAP Rate program when the customer receives Low Income Home Energy Assistance Program (LIHEAP) cash grants, Hardship Fund grants, or any other type of low-income assistance.  Commission Order at 14-16.  The Commission noted that:  (1) the plan is unclear as to whether PECO will enroll the customer without his knowledge or permission; (2) the plan is unclear as to how PECO intends to inform the customer of the benefits and responsibilities of enrollment in CAP Rate and the Low Income Usage Reduction Program (LIURP); (3) the plan does not explain how PECO will address the difference in the income level for the Hardship Fund grant (175% of Federal Poverty Guidelines
 (FPG)) and CAP Rate E, the highest of PECO’s five rate levels (150% of FPG); and (4) the plan does not provide any details regarding how customers automatically enrolled in CAP Rate will be notified.  Id. 


The Clarified Settlement provides as follows:


PECO agrees that the automatic enrollment of LIHEAP recipient customers will be into CAP Rate E and that the letter sent to automatic enrollment customers will inform the customers of the responsibilities of a CAP customer, the benefits and the potential consequences of not meeting the CAP requirements.  At a minimum, the letter should inform CAP customers of the following:  a) income recertification requirements; b) LIURP; c) requirement to report income changes; d) how and when arrearage forgiveness is earned; e) consumption limits and their effect on CAP bills; f) how a customer can be removed from CAP; g) a table of CAP Rate tiers showing eligibility criteria including income and household size; and, h) a notice that customers who believe that they are eligible for a different CAP Rate tier may request immediate review of their CAP Rate placement.  Auto-enrolled CAP customers who contact PECO for a payment agreement or after being issued a termination notice shall be screened for household income level, assessed for proper CAP Rate tier placement, and placed in the proper CAP Rate tier if not already so placed.

The automatic enrollment program agreed to in this Settlement will be limited to customers who are identified through PECO’s LIHEAP program with an income eligibility of 150% or less of the Federal Poverty Level.  PECO will continue to identify, for CAP outreach, customers who receive LIHEAP grants in LIHEAP program years when maximum income eligibility is greater than 150% of the Federal Poverty Level, and customers who receive Hardship Fund grants.  Due to differences in the income eligibility criteria for LIHEAP grants based on maximum income eligibility of greater than 150% of the Federal Poverty Level and Hardship Fund grants on the one hand, and PECO’s CAP Rate on the other hand, PECO will not automatically enroll customers in CAP on the basis of the customer’s receipt of a LIHEAP grant based on maximum income eligibility of greater than 150% of the Federal Poverty Level or receipt of a Hardship Fund grant.


PECO, CLS, and other interested parties agree to jointly approach the Department of Public Welfare (DPW) within three months of executing this agreement to seek DPW agreement upon reasonable terms to complete a data match between DPW cash recipient records and PECO customer records to obtain cross-matched persons and accompanying DPW income data, automatically enroll or reassign customers into the appropriate CAP Rate tiers if not already so placed, and repeat this data match enrollment process annually thereafter.  

Clarified Settlement at 7-8, ¶ 6(B)(3) (footnotes omitted). 

Analysis


The Clarified Settlement provides that when a customer receives LIHEAP cash grants, the customer will automatically be enrolled into PECO’s CAP Rate E, without the customer’s permission.  Clarified Settlement at 7, ¶ 6(B)(3).  PECO will inform the customer of his or her enrollment in the CAP Rate program and the benefits and responsibilities of enrollment, in a detailed letter.  The information that will be provided in the letter is described in the Clarified Settlement.  See, Clarified Settlement at 7, ¶ 6(B)(3).  The letter will include, among other information, an explanation of the customer’s participation in LIURP as a condition of enrollment in PECO’s CAP Rate program.  Id.  The Clarified Settlement provides that the automatic enrollment program will be limited to customers who are identified through LIHEAP as having income 150% or less of the Federal Poverty Level (FPL).  Id. at 7-8, ¶ 6(B)(3).  Therefore, customers with identified incomes above 150% of the FPL, e.g. Hardship Fund grant recipients with incomes at 175% of FPL, will not be eligible for automatic enrollment in PECO’s CAP Rate program.  The Clarified Settlement therefore provides the clarity that the Commission found lacking in PECO’s original filing in regard to PECO’s proposed expansion of a program to automatically enroll eligible customers into its CAP Rate program.  I find that the automatic enrollment program as set forth in the Clarified Settlement, is just, reasonable and in the public interest.   
4.
Obtain clarification of PECO’s proposed revision of its arrearage forgiveness policy; and possibly revise PECO’s proposed arrearage forgiveness policy.


The Commission stated that PECO’s proposed revision states that a customer will be eligible for arrearage forgiveness only once.  Commission Order at 16-17.  The Commission indicated that it is not clear: (1) when or how the customer becomes eligible for arrearage forgiveness; (2) when the 6-month review occurs; and (3) whether the 6-month period is a rolling six months or the initial six months the customer is in the program.  Id.  The Commission noted that in the Final Investigatory Order,
 it endorsed an arrearage forgiveness policy of forgiving the pre-CAP arrearages on a monthly basis as the customer makes monthly CAP payments.  Id.  The Commission also noted that the CAP Policy Statement at 52 Pa. Code § 69.265(b)(ix) recommends that arrearage forgiveness should occur over a 2 to 3 year period.  Id. 



The Clarified Settlement states as follows:

PECO agrees to grant pro rata arrearage forgiveness for each month the CAP customer makes a timely payment.  PECO further agrees to extend the period over which arrearage forgiveness may be awarded to one year.  For example, if a customer enters the CAP program and makes their first month’s payment in full and on time, 1/12th of the customer’s preprogram arrearage would be forgiven at that time.  This assessment of the customer’s account status, and potential pro rata forgiveness for that month, will be made each month.  Because a customer will receive forgiveness for 1/12th of preprogram arrearages for each in full, timely monthly payment, if a customer pays all bills in full and on time for the first twelve months of CAP participation, the customer will have received full forgiveness of their preprogram arrearage at twelve months.  If the customer, for whatever reason, has not attained full forgiveness of preprogram arrearages at twelve months, the customer may nonetheless obtain additional preprogram arrearage forgiveness in subsequent months by making in full, on time payments in any given subsequent month; doing so will result in an additional 1/12th forgiveness for each month in which in full, on time payment is made.  The change to twelve-month arrearage forgiveness will be effective in April 2009.  Except as modified herein, PECO will continue to provide preprogram arrearage forgiveness as described in its Three-Year Plan.  PECO will retain a third-party evaluator to assess its CAP program data to determine the scope of customers who develop a second preprogram arrearage after leaving the CAP Rate and then returning to the CAP Rate at a later time.  Consulting experts for the OCA, OTS and CLS will be given the opportunity to confer with PECO’s third-party evaluator to express their views on the proper scope of data collection and evaluation.  PECO will engage a third-party evaluator for this purpose expeditiously, but in any event prior to December 31, 2008.  PECO will share the results of this evaluation with the other parties and then engage in good faith discussions with the other parties regarding potential changes to its preprogram arrearage forgiveness procedures.  All parties retain all rights to address all issues regarding the arrearage forgiveness program in future proceedings.

Clarified Settlement at 5-6, ¶ 6(B)(2) (footnote omitted).  

Analysis


The Clarified Settlement indicates that a customer becomes eligible for pre-CAP arrearage forgiveness when the customer enrolls in PECO’s CAP Rate program.  Id.  Effective April 2009, the period of time in which arrearage forgiveness may be awarded is extended from six (6) months to one year.  Id.  PECO will grant pro rata arrearage forgiveness for each month the CAP customer makes a timely payment.  Id.  The customer’s account will be evaluated each month for possible pro-rata forgiveness for that month.  Id.  PECO will therefore implement an arrearage forgiveness program consistent with the policy endorsed by the Commission in its Final Investigatory Order.  I also note that the Clarified Settlement provides that “if a customer pays all bills in full and on time for the first twelve months of CAP participation the customer will have received full forgiveness of their preprogram arrearage at twelve months.”  Id.  I further note that the Clarified Settlement provides that “if the customer, for whatever reason, has not attained full forgiveness of preprogram arrearages at twelve months, the customer may nonetheless obtain additional preprogram arrearage forgiveness in subsequent months by making in full, on time payments in any given subsequent month; doing so will result in an additional 1/12th forgiveness for each month in which in full, on time payment is made.”  Id.  I find that the Clarified Settlement provides the clarification that the Commission sought.  I believe that the proposed revisions to PECO’s arrearage forgiveness policy as set forth in the Clarified Settlement is just, reasonable and in the public interest.
5.
The parties are to examine and propose possible consumer education methods that may be instituted to improve customers’ understanding of the CAP Rate program.


The Commission noted that the APPRISE and Peach Evaluations (independent third parties) found that: (1) PECO CAP Rate customers do not understand how much of a discount they receive on their CAP bills; and (2) customers do not understand CAP Rate benefits and responsibilities.  Commission Order at 17.



The Clarified Settlement provides as follows:
The Joint Petitioners accept PECO’s proposal to include further information on the CAP customers’ bill and will work together to determine the information that should be included, whether that be the discount amount, dollar savings, or other relevant information.  The Joint Petitioners will conduct this work in sufficient time to allow PECO to implement changes to its bills containing the new customer information for bills issued for the June 2009 billing period.

Clarified Settlement at 9-10, ¶ 6(C)(1) (footnote omitted).
Analysis


The Clarified Settlement provides that PECO, OTS, OCA and CLS will work together to ensure that beginning in June 2009, CAP Rate customer bills will contain information that will help those customers better understand PECO’s CAP Rate program.  I believe that this approach to better educate PECO’s CAP Rate customers is just, reasonable and in the public interest.
6.
Long Term Program Design Issues


The Clarified Settlement asserts that the parties will work together to improve PECO’s CAP Rate program.  The Clarified Settlement states as follows:
1.
Affordability:  The Joint Petitioners agree to work with PECO to develop a long term CAP in a manner that preserves the administrative benefits of the CAP Rate design but allows customers the opportunity to realize affordable electric bills as set forth in the Commission’s guidelines regarding percent of income energy burdens.  The parties agree that the CAP Rate program described in Mr. McHugh’s testimony in PECO’s Gas Base Rate proceeding at Docket No. R-2008-2028394 and the form of the universal service cost recovery mechanism described in Mr. Xander’s testimony
 in PECO’s Gas Base Rate proceeding at Docket No. R-2008-2028394 will be used as the model for those discussions.  In general, the program described in those testimonies has the following key elements: (a) rate discount levels will be calculated to attain the Commission’s affordability targets for a large percentage of the customers in each CAP Rate tier; (b) rate discount levels will be subject to periodic review and adjustment to re-attain affordability targets when relevant commodity (natural gas or generation service) rates are changed via the Company’s periodic Section 1307 proceedings, and (c) the discount levels will be constrained by the maximum CAP credit feature described in Section E2 of this Settlement.  If the Joint Petitioners are able to develop a mutually-acceptable long-term proposal, the Joint Petitioners will support presentation of the proposal to the Commission as part of PECO’s upcoming procurement filing and will support the proposal subject to the review, comment and factual issues which may be developed on that record by all affected parties.

2.
Maximum CAP Credit:  PECO agrees that in the design of its long term CAP program, it will more closely adhere to the maximum CAP credit guidelines (currently $1,800 for electric heating customers and $700 for non-heating customers) as they are established in the Commission’s Policy Statement on an average customer design basis.  PECO agrees that it will routinely monitor individual customer’s CAP credit and prioritize those customers approaching the maximum CAP credit for LIURP treatment as high users.  The design guidelines will be escalated, pursuant to the Commission’s final Policy Statement.

Clarified Settlement at 10, ¶ 6(E) (footnote added).
Analysis


The Clarified Settlement states that the parties will work together to design a CAP Rate program which will result in more affordable electric bills for CAP Rate customers.  The Clarified Settlement also indicates that the parties will design a CAP Rate program that will foster cost containment by requiring PECO to more closely adhere to the maximum CAP credit guidelines set forth in the Commission’s Policy Statement.



I find that the Clarified Settlement is just, reasonable and in the public interest.  I recommend approval of the Clarified Settlement in its entirety and without modification.
ORDER


THEREFORE,



IT IS RECOMMENDED:


1.
That the Clarified Joint Petition for Settlement filed at Docket No. M-00061945 by PECO Energy Company, Office of Trial Staff, Office of Consumer Advocate, Tenant Union Representative Network, Action Alliance of Senior Citizens of Greater Philadelphia, and Association of Community Organizations for Reform Now, is approved in its entirety and without modification.



2.
That PECO Energy Company shall file tariff supplements incorporating the terms of the Clarified Joint Petition for Settlement and Attachment A (Revised Tariff Sheet), to become effective consistent with the timelines set forth in the Clarified Joint Petition for Settlement and Attachment A (Revised Tariff Sheet).



3.
That upon acceptance and approval by the Commission of the tariff supplements filed by PECO Energy Company, consistent with this Order, this proceeding shall be marked closed.

Date:
October 28, 2008



__________________________________








Charles E. Rainey, Jr.







Administrative Law Judge
APPENDIX A

APPENDIX B
APPENDIX C
	� 	The evidentiary hearings scheduled to be held on June 25-26, 2008, were cancelled at the request of the parties.


	� 	I note that the Clarified Settlement states:





The Settlement in this matter, if approved, will provide additional benefits to PECO Energy’s customers beginning in January 2009.  The Joint Petitioners desire to have the Settlement approved prior to that time so that the benefits may be implemented on the schedule anticipated in the Settlement.





Clarified Settlement at 13, ¶ 10.





	�	 PECO witness Manus J. McHugh testified that PECO presently recovers electric Customer Assistance Program (CAP) costs through two mechanisms: (1) electric distribution rates; and (2) a universal service fund charge.  PECO St. 1 at 3-4.  PECO’s residential electric distribution rates include an annual level of universal service costs of $50 million.  Id.  For every customer enrolled in its electric CAP Rate above a 90,000 customer threshold, PECO recovers $383 through a surcharge known as the universal service fund charge (USFC).  Id.  The $383 per customer that is recovered through the USFC is specifically designated in the PECO/Unicom merger settlement (Application of PECO Energy Company for merger with Unicom Corporation, A-110055F0147 (March 24, 2000)) as recovering only “revenue shortfalls.”  Id.  No uncollectible expenses are in the $383 USFC per customer charge.  Id.





		Mr. McHugh testified that PECO’s shareholders currently pay the full costs of the gas CAP Rate program for the first 17,500 customers.  Id. at 4-5.  For every customer enrolled in its gas CAP Rate above a 17,500 customer threshold, PECO recovers $200 per customer that is recovered through the gas USFC.  Id.  The $200 per customer that is recovered through the gas USFC is specifically designated in the PECO/Unicom merger settlement as recovering only “revenue shortfalls.”  Id. 	


	� 	Also referred to as Federal Poverty Level (FPL).


	� 	Customer Assistance Programs: Funding Levels and Cost Recovery Mechanisms – Final Investigatory Order, M-00051923 (December 18, 2006).





	� 	Mr. Xander’s testimony is further described as follows:





In general, the cost recovery mechanism described in Mr. Xander’s testimony is a Universal Service Fund Charge.  The surcharge amount will be set at a level that is sufficient to provide PECO with recovery of the revenues that will not be billed to its CAP customers, with certain offsets to reflect that recovery of those revenues from other customers will improve certain other aspects of PECO’s costs, including its uncollectible expense and working capital expense.  The surcharge amount will then be periodically adjusted in a Section 1307 proceeding to reflect changes in the cost of the underlying CAP program, as the benefits to customers are changed from time-to-time.  In addition, on an annual basis, PECO will determine the CAP discounts actually provided during the preceding twelve months; compare that figure to the amount of allowable costs recovered and utilize the Universal Service Fund Charge to reconcile over or under collections.  If the Joint Petitioners are able to develop a mutually-acceptable long-term proposal, the Joint Petitioners will support presentation of the proposal to the Commission as part of PECO’s upcoming procurement filing and will support the proposal subject to the review, comment and factual issues which may be developed on that record by all affected parties.





Addendum to Clarified Settlement at Appendix B (footnote omitted).








	� 	52 Pa. Code § 69.265(3)(v).
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