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ORDER
BY THE COMMISSION:



On October 5, 2001, PECO Energy Company (“PECO”) filed Supplement No. 31 to Tariff Electric-Pa. P.U.C. No. 3 to become effective January 1, 2001.  This filing proposes changes to enhance economic development.



The changes made by this Supplement to enhance economic development are as follows:

· Rule 7.2 Line Extensions for Standard Service- The line extension rules have been rewritten for enhanced clarity and, in the case of poly-phase extensions, changes have been made to encourage economic growth in the service territory.

· Keystone Opportunity Zone Rider (KOZR)- This new rider has been proposed to encourage economic development in portions of PECO’s service territory.
· Employment and Economic Recovery Rider (E2R2)- A clarification has been made to qualifications for a new service location.
· Economic Efficiency Rider (EER)- Proposes additional flexibility to attract and/or retain load.
· Incremental Process Rider (IPR)- Proposes additional flexibility to attract and/or retain load.

The following is a description as well as reasons for each change to PECO’s Supplement:

Rule 7.2 Line Extensions for Standard Service


The proposed Supplement will require that the cost of a line extension for an applicant will need to be supported by five years of Variable Distribution Charge revenue (“VDC”).  This policy will replace the current practice of requiring a line extension to be supported by up to three years of VDC, after application of a $60,000 credit.  The five years of VDC revenue will be estimated and not be subject to any reconciliation.  


This Supplement changes Rule 7.2 in that in the process of determining the appropriate cost of a non-speculative line extension to be used in the five-year VDC revenue test, the Company will include only the portion of the cost associated with the amount of capacity required to serve the applicant (“capacity adjusted cost”).


Another change made by this Supplement allows a developer, prior to the construction of any line extension, to choose to pay a minimum of 35% of the Contribution in Aid of Construction (“CIAC”), in lieu of paying the full CIAC.  In choosing to pay the 35%, the developer, must post a surety bond for the remaining amount.  The unpaid portion of the CIAC is subject to interest at prime rate and is payable no later than twelve months from the date of the initial payment.



The overall effect of the changes to Rule 7.2 will be to generally reduce customer contributions for new line extensions.  There may be some increased capital carrying charges which would be borne by the Company.  It is noted that the Company is generally prohibited from receiving any recovery of increased distribution costs until the rate cap expires in 2007.

Keystone Opportunity Zone Rider (KOZR)



The Company is proposing a new rider for the purpose of encouraging economic development in portions of its service territory designated as Keystone Opportunity Zones or Expanded Keystone Opportunity Zones as defined under the Commonwealth of Pa., Act 92 of 1998, as amended.  The rider is designed to augment the Commonwealth’s initiative in which qualified business locations in Keystone Opportunity Zones are provided significant tax forgiveness to foster long-term economic growth in Pennsylvania.



This rider would provide to qualified new service locations served under Rate HT, PD or GS a one-cent per kWh discount through 2010, or alternatively, a 1.35 cent per kWh discount for four years.  Customers utilizing Rule 4.6 special contract provisions are excluded from eligibility.  



The one-cent/kWh (or accelerated 1.35 cent/kWh) reduction for qualified new load would provide overall rate discounts of 12%, or 17% accelerated, for Rate HT.  However, since the rider’s purpose is to attract new load there would be a positive effect on all components of PECO’s unbundled revenues. 



Consistent with the overall approach in providing discounts, the reductions would be applied to Competitive Transition Charges.  

Employment and Economic Recovery Rider (E2R2)



The only revision to this rider is to clarify the application of the current tariff provision.  The qualifications for a new service location have been revised to clarify that an applicant must apply within six months from the latter of the date that the service was initiated or the date that the customer received its sales tax exemption certificate.
 

Economic Efficiency Rider (EER)



The primary revision to this rider is that the load qualification is reduced from 5,000 kW to 1,000 kW to provide customers with smaller demands the opportunity to benefit from special contracts.  Also, the Interruptible Rider 2 is added to the riders available in conjunction with the EER which reflects current practice.

Incremental Process Rider (IPR)



In order to provide additional flexibility to attract and/or retain load, the following changes have been made:

· Qualifying equipment is changed from “electric heating” to “electric space conditioning”.

· Electric chillers are no longer automatically rejected as ineligible.

· The Self-Generation Replacement section is modified to include language that allows the customer to operate its generation if requested by PECO under rider IR-2 or by an EGS or PJM under a similar demand response program.

· Elimination of the requirement for steam production.

· A reduction in the required running hours from 3,000 to 1,000 hours annually.

· Elimination of the January 1, 1996 date in determining the minimum time period the unit should have been operating while clarifying that provisions of the CTC dealing with self-generation apply to customers on the rider.

· Allows the rider to be available to customers on Rate PD (Primary Distribution Power).

· Under section “Other Riders” IR2 is added as an available rider.



The Company believes this filing is in compliance with all orders and applicable rulings of the Commission.  Furthermore, the Company believes this filing is in accord with previous Commission guidance concerning accounting and ratemaking treatment of contributions-in-aid-of-construction (Docket No. I‑880083.



Investigation and analysis of this proposed tariff filing indicates that the proposed changes appear to be in the public interest; THEREFORE,



IT IS ORDERED:



1.  That Supplement No. 31 to Tariff Electric-Pa. P.U.C. No. 3 be and hereby is approved.



2.  That this Order is without prejudice to any formal complaints timely filed against the proposed Tariff.



3. That this proceeding at Docket No. R-00016802 be closed.


BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  December 19, 2001

ORDER ENTERED:   December 19, 2001
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