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ORDER

BY THE COMMISSION:



On March 29, 2001, PECO Energy Company (“PECO Energy”) filed a Letter-Petition seeking approval of an amendment to a special contract with the University of Pennsylvania (“PENN”) pursuant to Rule 4.6 of PECO Energy’s Tariff Electric-Pa. P.U.C. No.3.



By Opinion and Order entered May 10, 1994 at Docket No. P-00940774, the Commission approved a Special Contract for Electric Service between PECO Energy and PENN pursuant to Rule 4.6 of PECO Energy’s Electric Service Tariff (“Commission-approved Contract”).  Rule 4.6 provides that:


“PECO Energy may enter into special, long term contracts for firm service with customers that, (1) are considering competitive alternatives, including self generation, to PECO Energy firm service, and (2) require in excess of 40 MW of monthly capacity from PECO Energy.  Furthermore, Rule 4.6 provides that PECO Energy shall set the rates for service under such contracts on a case-by-case basis, and that the rates must generate enough revenue to cover the appropriate incremental costs PECO Energy incurs to serve the load PECO Energy could lose to a viable competitive alternative."



PENN is, and for a considerable period of time has been, a major electric service customer of PECO Energy under Rate HT of PECO Energy’s Electric Service Tariff.  PENN’s current monthly billing demand exceeds 40 MW of electric capacity. Currently, PECO Energy provides service to PENN under the Commission-approved Contract.




PENN wishes to install a centralized electric cooling unit (“Chiller Facility”) to replace old, less efficient distributed units throughout the campus. The installation of the Chiller Facility will increase PENN’s average monthly demands which are already well in excess of 40 MW.  The Chiller Facility can be driven by several alternate sources, including, electric, gas and steam absorption. In search of a viable competitive alternative to PECO Energy to run the Chiller Facility, PENN sought and received proposals for driving the Chiller Facility, from Philadelphia Gas Works, Trigen Energy Corporation (“Trigen”) and PECO Energy.  Trigen’s proposal for steam absorption was seriously considered by PENN as an alternative manner in which to run the Chiller Facility.  In order to provide all of the electrical service needs of one of its major customers, PECO Energy negotiated a deal with PENN that resulted in PECO Energy and PENN executing an amendment to the Commission-approved Contract (“Amendment”).  The Amendment sets forth new prices, terms and conditions agreed to between PENN and PECO Energy to address a competitive alternative and planned new incremental loads at PENN pursuant to the installation of the Chiller Facility.



In this Letter-Petition, PECO Energy is requesting the Commission to approve the Amendment and allow the original Commission-approved Contract to continue under the amended terms (“Amended Contract”).  PECO Energy further requests that the Commission’s Order approving the Amendment specifically state that the Commission, in performing the Competitive Transition Charge (“CTC”) reconciliation as required by the applicable Commission Orders, or otherwise, will not attribute to PECO Energy CTC revenue based on the differences between PENN’s CTC payments under the Agreement and the payments PENN would have made under standard HT rates.



The Amendment provides that PENN will receive a discount on its CTC, which will vary depending upon its electric usage.  The discount is determined based on PECO Energy’s estimates of the net savings PENN would have realized had it pursued its competitive alternative with Trigen.  PECO Energy’s assessment of the viability of the competitive alternative was also considered in determining the discount.  



The term of this Amendment commences as of the Effective Date (first meter read date after PECO Energy determines that the Chiller Facility is fully operational) and shall end on December 31, 2007. This term of the Agreement is considered an “Initial Contract Term” as defined in PECO Energy’s Tariff for Electric Service.  PENN or PECO Energy may terminate the Agreement at the end of the Initial Contract Term by giving at least 180 days prior notice. If neither Party gives such notice, the Agreement shall continue from year to year upon the same terms and conditions that apply in the final Contract Year until terminated by either Party by giving at least 180 days prior notice.



Incremental costs are costs caused by the particular customer, meaning the difference between what PECO Energy’s total costs would be with the PENN Amended Contract and its total costs without it. PECO Energy has shown by information provided in this filing that the revenue it will receive under the Amended Contract will more than cover the incremental costs.



Based on information provided by PENN regarding its projected usage, PECO Energy has provided a comparison between the distribution, transmission, and CTC revenues it will receive from PENN pursuant to the Amended Contract versus the revenues it would have received had PENN chosen to run its Chiller Facility by Trigen.  Even though PENN is given a larger discount under the PECO Energy scenario versus the Trigen scenario, the CTC revenue is actually greater to PECO Energy under the former due to PENN’s increased load.  In conclusion, the Amended Contract provides PENN with greater discounts, and PECO Energy with increased transmission and distribution revenues, as well as increased CTC revenues, which is a benefit to all PECO Energy customers.



Title 66 Pa. C.S. Section 2808(a) requires, in part, 


“ … every customer accessing the transmission or distribution network shall pay a competitive transition charge to the electric distribution company in whose certificated territory that customer is located.  The costs to be recovered shall be allocated to customer classes in the manner that does not shift interclass or intraclass costs and maintains consistency with the allocation methodology for utility production plant accepted by the Commission in the utility’s most recent base rate proceeding.”

PECO Energy stated that PENN would continue to pay a CTC under the proposed amendment, thus meeting the requirement of 66 Pa. C.S. Section 2808(a) that every customer shall pay CTC.  PECO Energy also stated that the “discount” does not reallocate CTC charges within PENN’s customer class in such a way that other customers in the rate class will eventually pay the “discount” not paid by PENN.  PECO Energy argues that if PENN had selected the Trigen option and there was no Amended Contract, PENN’s contribution to CTC will be essentially the same as it is under the existing contract.  Under the Amended Contract, PENN will instead pay an increased CTC contribution, thus decreasing the contribution necessary from the remainder of the customer base. 



PECO Energy stated further that its Restructuring Settlement and Tariff are consistent with 66 Pa. C.S. Section 2806(h) that statutorily grant the Commission the authority to approve flexible pricing and rates to address competitive alternatives.  



PECO Energy cited Paragraph 25 of the Joint Petition for Full Settlement of PECO Energy Company’s Restructuring Plan at Docket Nos. R-00973953 and P-00971265, approved by the Commission in its Final Order entered May 14, 1998.  Pursuant to Paragraph 25, PECO’s EER and Rule 4.6 contracts “will continue to be available to prospective and current EER and Rule 4.6 customers in accordance with the terms and conditions of the EER, Rule 4.6 and the customer’s contract.” Paragraph 25 also states that the discounts will be reflected in the CTC component of the bill.



PECO Energy also cited Rule 4.6, the Economic Efficiency Rider (“EER”) and the Incremental Process Rider (“IPR”) of its Electric Service Tariff, Pa. P.U.C. No. 3 (“Tariff”), all of which provide authorization for PECO Energy to discount a customer’s CTC charges.  Specifically, Rule 4.6, the EER and the IPR require discounts to customers under special contracts to first be reflected in the CTC component of the bill.



For precedents for the discount of CTC rates after the effective date of Section 2808, PECO Energy cited Rule 4.6 Contract for Electric Service for E.I. duPont Nemours (“DuPont”) and the Amendment to the Rule 4.6 Contract for Electric Service for the City of Philadelphia (the “City”). The first case provides a CTC discount to DuPont and was approved by the Commission on August 13, 1998 at Docket No. R-00994389.  The second case provided a CTC discount to the City and was appended to the Joint Petition for Settlement of PECO Energy’s merger application as Appendix G.  The Commission was approved this case on June 22, 2000 at Docket No. A-00110550F0147, in ordering Paragraph 10. 



We are of the opinion that PECO Energy has demonstrated that the Amendment meets the criteria of Rule 4.6.  PENN had a viable competitive alternative to PECO Energy to run the Chiller Facility and has in excess of 40 MW of monthly capacity.  Based on the calculation provided by PECO Energy, the Amended Contract makes a positive contribution to transmission, distribution and CTC revenues, while at the same time providing PENN with a greater discount. 



Upon full consideration of all matters of record, it appears that the Amendment is consistent with the parameters of PECO Energy Company’s Tariff Rule 4.6.  This does not constitute a determination that the rates to be charged by PECO Energy are lawful, just and reasonable.  Rather, this is a determination that suspension or further investigation of the rates and other terms contained in the Amendment is not warranted at this time; THEREFORE,


IT IS ORDERED:



1.  That the Letter-Petition of PECO Energy Company requesting approval of an amendment to a special contract with the University of Pennsylvania pursuant to Rule 4.6 of PECO Energy’s Electric Service Tariff be granted.

2. That the Commission, in performing the Competitive Transition Charge (“CTC”) reconciliation as required by the applicable Commission Orders, or otherwise, will not attribute to PECO Energy CTC revenue based on the differences between PENN’s CTC payments under the Agreement and the payments PENN would have made under standard HT rates. 
3. That this Order is without prejudice to any formal complaints timely filed against PECO Energy Company’s Letter-Petition.

4. That approval does not preclude the Commission from
investigating, during any formal proceeding, the reasonableness of the Letter- Petition.
5.
That Docket No. P-00011883 be marked “closed”.



BY THE COMMISSION,



James J. McNulty



Secretary

(SEAL)

ORDER ADOPTED: June 6, 2001

ORDER ENTERED:  June 6, 2001
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