	
	PENNSYLVANIA

PUBLIC UTILITY COMMISSION

Harrisburg, PA.  17105-3265
	

	
	
	


	
	Public Meeting held December 4, 2003

	Commissioners Present:
	


	           Terrance J. Fitzpatrick, Chairman      

	           Robert K. Bloom, Vice Chairman   

	           Glen R. Thomas

	           Kim Pizzingrilli
           Wendell F. Holland 


	Pennsylvania Public Utility Commission

                              V

               PECO Energy Company

 
	        Docket Number:               

        P-00032060 


ORDER

BY THE COMMISSION:



On August 21, 2003, PECO Energy Company (“PECO Energy”) filed a Letter-Petition requesting approval of a special contract between PECO Energy and the National Railroad Passenger Corporation (“Amtrak”) pursuant to Rule 4.6 of PECO Energy’s Electric Service Tariff.  

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."



The recently executed special contract between PECO Energy and Amtrak, (hereinafter the “Amtrak Contract” or “Contract”) is attached to this filing as Exhibit “A”. In its Letter-Petition, PECO Energy is requesting the Commission to approve the Amtrak Contract.  In support of its request, PECO Energy asserts that the Amtrak Contract satisfied the requirements of Rule 4.6 because (1) Amtrak has demonstrated that it has a viable competitive alternative, (2) Amtrak’s average monthly demands are, and will be, well in excess of 40 MW and (3) the proposed Amtrak Contract will generate revenues in excess of PECO Energy’s incremental costs, as detailed below.


According to the filing, Amtrak, a customer of PECO Energy, operates an electrical traction commuter train system consisting of more than 22,000 route miles.  The majority of its service is in the Northeast corridor between Boston and Washington, DC, with a spur running from Philadelphia to Harrisburg.  Amtrak’s electrical train system operates on 25 Hz power supplied through frequency converters along the route.  Amtrak owns and operates electric power lines that interconnect with electric supply lines through PECO Energy’s service territory as well as the service territories of several other providers.  Amtrak schedules the amount of power used at each frequency converter based upon system optimization as well as favorable economic considerations.



The filing further states that, generally, Amtrak’s competitive alternative is to take its power supply for Northeast Corridor train service at delivery points outside PECO Energy’s service territory.  Amtrak has informed PECO Energy that it would be cost effective for it to shift load to alternative sources based on its comparison of rate structures of other utilities that cross Amtrak’s traction system with the existing PECO Energy Rate Electric Propulsion (“Rate EP”).  This summer, Amtrak has demonstrated its ability to shift load from PECO Energy to delivery points elsewhere along the Northeast Corridor. 



PECO Energy states that it has determined that the existing reduction, and any further reduction or removal of Amtrak’s load from the PECO Energy system, would result in a loss of regulated revenues including a loss of their allocable Competitive Transition Charge (“CTC”).  PECO Energy affirms that it not only faces a real competitive threat, it has already lost portions of Amtrak load to that competition.  Therefore, the viability of this competitive alternative has been clearly demonstrated and the first requirement of PECO Energy’s Tariff Rule 4.6 is satisfied.



With regards to the capacity eligibility requirement, PECO Energy declares that notwithstanding the significant reduction in the amount of energy and the level of capacity it purchases from PECO Energy, Amtrak’s monthly peak demands are still well above 40 MW.  Since Amtrak’s monthly peak demands are (with or without the Amtrak Contract) well above 40 MW, Amtrak satisfies the second requirement, the capacity eligibility requirement, of Rule 4.6 for special contracts.



Finally, PECO Energy states that the Amtrak Contract also satisfies the Rule 4.6 requirement that the revenue generated by the special contract be sufficient to cover any additional incremental costs resulting from the agreement.  Further, PECO Energy states that not only will the revenue generated by the rates it proposes to charge Amtrak cover the incremental costs PECO Energy will incur to serve Amtrak under the Contract, it will also result in benefits to the company in incremental revenues and benefit customers in the Commercial/Industrial class.



Further, PECO Energy states that the Amtrak Contract is designed to both prevent the loss of further load, and to encourage Amtrak to shift load back into the PECO Energy service territory.


PECO Energy states that the impact of the Amtrak Contract is illustrated by Exhibit “C” (attached to this filing), which shows the anticipated revenues, incremental costs and contribution to fixed costs if PECO Energy were to do nothing at all. Incremental costs include any potential alterations to existing PECO Energy facilities, in addition to customer-related sales and administrative and general expenses.  With the Amtrak Contract, PECO Energy would continue to use the same transmission and distribution facilities to serve Amtrak’s requirements.  Further, all of the customer-related sales, and administrative and general expenses created by Amtrak’s current usage would generally remain unchanged.  As such, there will not be any required service supply alterations to meet additional Amtrak capacity and the general expenses will remain somewhat static.  It is clear that the revenue that will be generated by the rates PECO Energy proposes to charge will cover any incremental costs resulting from the Amtrak Contract.



Importantly, as is also clear from Exhibit “C”, there are incremental revenue benefits to the Commercial/Industrial class of PECO Energy’s customers that are attained through maximizing CTC recoveries.  



Thus, the Amtrak Contract satisfies the final requirement of Rule 4.6 that the revenue generated by the special contract be sufficient to cover any additional appropriate incremental costs resulting from the agreement.  It also results in benefits to customers in the Commercial/Industrial class.



In conclusion, PECO Energy asserts that the Amtrak Contract meets both the competitive alternative and the 40 MW capacity requirements set forth in Rule 4.6 of the PECO Energy Electric Service Tariff as well as the requirement that the revenue generated cover appropriate incremental costs.  Further, it will result in the generation of revenue that will contribute to PECO Energy’s fixed costs, and will create additional CTC revenues that will benefit other PECO Energy customers.    



We are of the opinion that PECO Energy has demonstrated that the Amtrak Contract meets the criteria of Rule 4.6.  Amtrak has a viable competitive alternative to PECO Energy to operate its electrified traction commuter train system and has in excess of 40 MW of monthly capacity.  Based on the calculation provided by PECO Energy, the Amtrak Contract makes a positive contribution to transmission, distribution and CTC revenues, while providing Amtrak with a discount.



Upon full consideration of all matters of record, it appears that the Amtrak Contract 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 Amtrak Contract is not warranted at this time; THEREFORE,


 IT IS ORDERED:



1.  That the Letter-Petition of PECO Energy Company requesting approval of a special contract with the National Railroad Passenger Corporation pursuant to Rule 4.6 of PECO Energy’s Electric Service Tariff is 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 Amtrak’s CTC payments under the Contract and the payments Amtrak would have made under standard HT rates. 


3.   That Amtrak’s CTC payments under the Contract will be subject to Commission audit.




4.   That this Order is without prejudice to any formal complaints timely filed against PECO Energy Company’s Letter-Petition.



5.  That approval does not preclude the Commission from investigating during any formal proceeding, the reasonableness of the Letter- Petition.
6.
That Docket No. P-00032060 be marked, “closed”.



BY THE COMMISSION,



James J. McNulty



Secretary

(SEAL)

ORDER ADOPTED: December 4, 2003
ORDER ENTERED:  December 5, 2003  



PAGE  
6

