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ORDER
BY THE COMMISSION:

INTRODUCTION

On November 4, 2009, PECO Energy Company (“PECO”) filed the above-captioned application pursuant to Chapter 11and 21 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§ 1101-1103 and §§ 2101 - 2107, seeking Commission approval for the transfer of certain transmission facilities from an affiliate as well as the contract implementing the transfer.
PECO has provided proof of compliance with our regulations at 52 Pa. Code § 5.14 (relating to applications requiring notice).  Copies of the filing were served upon the Office of Consumer Advocate, the Office of Small Business Advocate, and the Office of Trial Staff.  No protests or comments were received.
PECO is a Pennsylvania corporation with its principal office located at 2301 Market Street, Philadelphia, Pennsylvania.  PECO furnishes electric and natural gas service to customers within its territory in Southeastern Pennsylvania.  PECO is a wholly owned, indirect subsidiary of Exelon Corporation.
Exelon Generation Company, LLC (“ExGen”) is a limited liability company organized in Pennsylvania.  ExGen generates and sells electricity in the wholesale market, including Pennsylvania.  ExGen is a wholly owned indirect subsidiary of Exelon Corporation, and therefore, is an affiliated interest of PECO as defined in 66 Pa. C.S. §2101(a).
SUMMARY


In this proceeding, PECO seeks Commission approval for the transfer of assets.  The assets are Transmission Facilities located at the Conowingo Hydroelectric Project (“Conowingo”).   Currently, ExGen is the owner of these transmission facilities.  PECO seeks to obtain ownership of these transmission facilities via this proposed transfer.


Conowingo is a FERC licensed hydroelectric generating facility located on the Susquehanna River in Pennsylvania and Maryland.  The initial FERC license for Conowingo included both the generating assets as well as the Transmission Facilities pertinent to this proceeding.  These Transmission Facilities are made up of three 220 kV, three phase, three-wire lines that originate at the Conowingo 220 kV powerhouse and extend 10.5 miles to points where they meet PECO owned facilities.


On January 2, 2001, as part of restructuring, PECO transferred its generating assets to ExGen or wholly-owned subsidiaries of ExGen.  As noted above, the FERC license for Conowingo included not only the generating facilities, but also, the Transmission Facilities at issue in this proceeding.  Consistent with the FERC license of Conowingo, PECO transferred ownership of not only the generating facilities at Conowingo, but the Transmission Facilities as well.  


After PECO transferred Conowingo to ExGen, ExGen filed an application with the FERC to remove the Transmission Facilities used to provide network transmission service on the PJM grid from the Conowingo FERC license.  On November 3, 2004, FERC approved the removal of the Transmission Facilities from the Conowingo FERC license.
  Therefore, these Transmission Facilities are now free of the previous FERC restraints.


PECO asserts that this proposed transfer is part of Exelon’s effort to transfer ownership of assets to the business units where they are directly managed.  PECO further states that the transmission facilities are managed by PECO and use of the facilities is currently governed by a lease between PECO and ExGen.


PECO proposes to obtain the transmission facilities at a value equal to their net depreciated book value at the date of transfer.  The net depreciated value of the transmission facilities, as of June 30, 2009, was $3,525,400.00. 


PECO contends that approval of this transfer will not affect the rates paid by PECO customers for the following reasons

· The transfer does not propose to change the rate treatment of the transmission facilities

· Any changes to the treatment of these transmission facilities in rate base must first go through a FERC transmission rate base proceeding.
· These transmission facilities are already included in PECO’s FERC approved transmission rates.

· If no transfer was ever sought, the lease payments for the Transmission Facilities would be included in the expense claims for PECO’s next transmission base rate case.  Therefore, the cost of PECO using the Transmission Facilities is approximately the same whether under the current lease or through this transfer of ownership.
PECO has filed a proposed Transfer Agreement which implements the transfer of the Transmission Facilities.
DISPOSITION
The current proceeding presents an unusual scenario.  It involves transmission facilities that provide network transmission service on the PJM Interconnection which were transferred, through various regulatory proceedings, out of the ownership of PECO and to an unregulated affiliate.  PECO and Exelon now desire to transfer the facilities back to PECO.
Having reviewed the instant application, the Commission concludes that PECO’s application to transfer ownership of the Transmission facilities does not appear to be unreasonable or unlawful.  However, we condition approval of the application on PECO’s representation that the transfer will not increase the rates paid by PECO customers.  

Upon consideration of these factors, we conclude that the record provides sufficient evidence to warrant approval of the proposed transaction under 66 Pa. C.S. §1103(a) which states that a certificate of public convenience be granted only if the commission shall find or determine that the granting of such certificate is necessary or proper for the service, accommodation, convenience, or safety of the public; THEREFORE,

IT IS ORDERED: 

1.  That the application of PECO Energy Company for the approval of the transfer of certain Transmission Facilities is hereby approved consistent with the discussion contained in this Order and a certificate of public convenience be issued evidencing our approval.

2.  That the Transfer Agreement implementing the transfer of certain transmission facilities is approved for execution.

3.  That PECO Energy Company must file a copy of the executed Transfer Agreement with the Commission within 45 days of the Order entered date.


4.  That these dockets, at A-2009-2144840 and G-2009-2139975, be marked closed.

[image: image1.emf]

BY THE COMMISSION

James J. McNulty


Secretary
(SEAL)

ORDER ADOPTED:  January 14, 2010
ORDER ENTERED:   January 15, 2010
� PECO notes that certain transmission facilities that do not provide network transmission service on the PJM grid and are only used by the Conowingo Hydroelectric Project remain under the Conowingo FERC license, and are not included in the assets being sought for transfer in this proceeding.


� The Transmission Facilities at issue in this proceeding were incorporated into a FERC approved “PECO system” rate in December of 1995.  This “PECO system” rate was later used to develop PECO’s network service requirement in PECO’s Open Access Tariff rates.
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