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CHAIRMAN

EXECUTIVE DIRECTOR
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D O CUMENT September 11, 1997
FOLDER

P 973953

James J. McNulty, Acting Prothonotary
Pennsylvania Public Utility Commission
Room 206, ‘North Office Building
Harrisburg, Pennsylvania 17105-3265

Re:  In re the Matter or the Application of PECO Energy Company for Approval
of its Restructuring Plan Under Section 2806 of the Pennsylvania Public
Utility Code.

Dear Mr. McNulty:

Enclosed for filing is an original and three (3) copies of the Statement of Senator Vincent
J. Fumo in Support of the Joint Petition for Partial Settlement of PECO Energy Company’s
Proposed Restructuring Plan and Application for a Qualified Rate Order in the above captioned

matter.

Copies of the forgoing are being served on all parties of record.

cC: All counsel of record.
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STATEMENT OF SENATOR VINCENT J. FUMO

‘ SETTLEMENT OF PECO ENERGY COMPANY’S
E - PROPOSED RESTRUCTURING PLAN AND APPLICATION
FOR A QUALIFIED RATE ORDER

Senator Vincent J. Fumo, through his undersigned counsel, hereby submits this statement
in support of the Joint Petition for Partial Settlement of PECO Energy Company’s Proposed
Restructurilng Plan and Application for a Qualified Rate Order and respectfully requests the
expedited approval of the settlement as being both just and reasonable and in the public interest.

In support thereof, Senator Fumo avers the following:

1. On August 27, 1997, a Joint Petition for Partial Settlement of PECO Energy
Company’s Proposed Restructuring Plan and Application for a Qualified Rate Order (hereinafter
“the Joint Petition”) was filed with this Commission and submitted to Presiding Administrative

Law Judges Chestnut and Rainey.

2. Said Joint Petition represents a mutually agreeable resolution of several important and
controversial issues between PECO Energy Company and Senator Fumo, Lance Haver, the
Consumers Education and Protective Association (CEPA), the Tenant Action Group (TAG),
ACORN, the Pennsylvania Of’fice.of Consumer Advocate (OCA), the Pennsylvania Office of
Small Business Advocate (OSBA), the Public Utility Commission - Office of Trial Staff (OTS),
the Philad€lphia Area Industrial Energy Users Group (PIEUG), the American Association of
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Retired Persons (AARP), and, Department of the United States Navy, (hereinafter “the joint

petitioners”).

3. The Joint Petition represents the collective and exhaustive efforts of the joint
petitioners to obtain a reasonable and negotiated compromise on the above captioned matter. The
Joint Petition was pursued in a manner that was consistent with this Commission’s procedural
rules intended to encourage settlement of litigation. See, .g., 52 Pa. Code §§ 5.231, 69.391,
69.401.

4. The Joint Petition contains interdependent benefits and obligations that are imposed
and effect all of the joint petitioners. It is this carefully crafted balance of benefits and obligations
within the Joint Petition that has made its presentment to this Commission possible. As such, the
joint petitioners have mutuaily agreed that no portion of this agreement is severable, and may
not be modified or altered without voiding the legal obligations contained in said Joint Petition.

See, Joint Petition, page 30, ] 43.

5. Commission approval of the Joint Petition will impose an obligation on Senator Fumo,
and other similarly situated joint petitioners, to withdraw the Petition for Review filed in
Commonwealth Court challenging the constitutionally of the Electricity Generation Customer
Choice and Competition Act, Fumo, et al. v. Pennsylvania Public Utility Commission, et al., 269
M.D. 1997 (Commonwealth Court), and the appeal of the Commission’s decision to approve
PECO Energy Company’s stranded costs recovery request, Fumo v. Pennsylvania Public Utility
Commission, 1613 C.D. 1997 (Commonwealth Court). If the constitutional challenge to the
Electricity Generation Customer Choice and Competition Act where fully pursued it would be

likely that the Act would be overturned as unconstitutional.



6. Commission approval of the Joint Petition would amicably resolve the aforementioned
litigation, as well as relieve this Commission and the Commonwealth of the administrative and
appellate cost and burden to litigate the various contentious issues rased in PECO Energy
Company’s restructuring case. Furthermore, in addition to serving judicial and administrative
economy, the Joint Petition would enhance the ability of parties to this litigation to explore
additional dreas of potential compromise, such as the Code of Conduct, billing and metering

concerns. See, Joint Petition, page 27, § 37.

7. Comrmission approval of this Joint Petition will enable all customers within PECO
Energy Company’s service ternitory to receive immediate, substantial and guaranteed rate
reductions calculated from the 1996 bundled bills. Specifically, two years prior to the statutory
start of full{retail competition in the Commonwealth, all PECO customers will receive a minimal
guaranteed' rate reduction of 10% through, and including, the year 2000. Said rate reductions
may exceed 10% if the average price of energy generation is less than 2.8¢/KWh. Beyond the
year 2000, the guaranteed minimal rate reductions will be 5% in the year 2001, and 2% in the year
2002, Said reductions may exceed 5% and 2% if the average price of energy generation is less
than 3.2¢/KWh. Furthermore, in the years 2003, 2004 and 2005, customers will be guaranteed
that, at a minimal, their monthly energy bill will not exceed the amount they are paying today. In
fact, pursuant to the terms of the Joint Petition, customers may reasonably expect additional
savings if the average price of energy generation is less than: 3.70¢/KWh in the year 2003;
3.97¢/KWh in the year 2004; and, 4.07¢/KWh in the year 2005. Additional significant rate relief
to customers is likely in the years 2006, 2007 and 2008 if the average price of energy is less that
4.77¢/KWh, 5.37¢/KWh, and 5.57 ¢/KWh, respectively. See, Joint Petition, page 8, table A.
These savings would apply to all customer classes, regardless of who they select as their energy

provider.



8. Significantly, if this Commission were to approve this Joint Petition, customers would
receive the protection of an energy generation and capacity cap for a period of ten (10) years, at a
rate lower and for a period longer than provided under the Electricity Generation Customer
Choice and Competition Act. The effect of this protection would be to shield customers from

dramatic or sudden increases in the market price of energy, absent Commission approval. /d.

9. i.f the Commission were to approve the Joint Petition, PECQ Energy Company would
be precluded from seeking any increase in Transmission and Distribution rates until 2004, a period
three (3) years longer than permitted under the Act, thereby providing customers greater
assurance of the value of guaranteed and projected rate reductions. See, Joint Petition, page 14, §

14.

10., If the Commission were to approve the Joint Petition, PECO Energy Company would
be precluded from seeking any recovery from Nuclear Decommissioning Costs until 2004, a
period of three (3) years longef than permitted under the Act, thereby providing customers
greater ass;lrance of the value of guaranteed .and projected rate reductions. See, Joint Petition,

page 17-18, 1 20.

11., If the Commission were to approve the Joint Petition, PECO Energy Company would
permit full access to retail energy generation competition to all customers by 2000, one (1) year

earlier thari mandated by the Act. See, Joint Petition, page 14, § 15.

12.. Expedited approval of the Joint Petition would enabie a significant increase in the
ability of eligible low income and payment troubled customers to participate in the Customer
Assistance:Rate Program. Specifically, the present size of the program includes approximately
40,000 participants; under the terms of the Joint Petition, this program would increase to 100,000
participates who would receive discounts of 25% to 50% off their monthly bills. This signiﬁcan;

benefit would be provided immediately upon Commission approval of this Joint Settlement, and is
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especially important prior to the winter heating months of December and January. See, Joint

Petition, pége 20-24, 99 22-28.

13.I If the Commission were to approve the Joint Petition, PECO Energy Company would
be required to transfer all of its generation functions from its regulated transmission and
distribution functions by establishing a separate corporate entity. Furthermore, the company
would be precluded from recovering at least $2.0 billion of its total stranded assets and costs.

See, Joint Petition, page 17-18, ] 16-17.

14. If the Commission were to approve the Joint Petition, PECO Energy Company would
benefit along with consumers. Inherent in any settlement is the fact that all parties must receive
some benefit from the agreement — otherwise it would not exist. In particular, the company
would be permitted to recover approximately $5.5 billion of stranded assets and costs through a
CTC or ITC. In addition, the company would be relieved of substantial business litigation and
uncertainty, concerning the emergence of a competitive marketplace. The ability of Senator Fumo
and other sjmﬂarly positioned parties to place these two important benefits into doubt became the

catalyst for a settlement agreement that provides substantial benefits to consumers.

WHEREFORE, for the reasons as set forth above, Senator Vincent J. Fumo respectfully
requests the expedited and favorable approval, without modification or alteration, of the Joint

Petition.

Respectfully Submitted,

Counse]y Senate Democratlc Appropriations Committee
Room 545, Main Capitol Building
Harrisburg, Pennsylvania 17120
(717) 787-5662
Counsel for Senator Fumo
September; 10, 1997

-5.



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

+
In re the Application of PECO Energy +
Company for Approval of its Restructuring +
Plan Under Section 2806 of the Pennsylvania  + Docket No. R-00973953
Public Utility Code +
‘ +
CERTIFICATION OF SERVICE

I, Chiristopher B. Craig, attorney for Senator Vincent J. Fumo, hereby certify that a copy
of the foregoing document has been served in person or by first class mail at the addresses
indicated below. I further certify that the manner of service satisfies the requirements of 52
Pa.Code §§ 5.75 and 1.54.

The Honorable Charles E. Rainey, Jr. The Honorable Marlane R. Chestnut
Administrative Law Judge Administrative Law Judge
Pennsylvania Public Utility Commission Pennsylvania Public Utility Commission
1302 Philadelphia State Office Building 1302 Philadelphia State Office Building
Philadelphia .Pennsylvania 19130 - Philadelphia, Pennsylvania 19130
(215) 560-2105 (215) 560-2105
<

Paul R. Bonney, Esquire Tanya J. McCloskey, Esquire
Assistant General Counsel Assistant Consumer Advocate
PECO Energy Company Pennsylvania Office of Consumner Advocate
2301 Market:Street 1425 Strawberry Square
P.O. Box 8699 Harrisburg, Pennsylvania 17120
Philadelphia, Pennsylvania 19101-8699 (717) 783-5048
(215) 8414252
Steven P. Hershey, Esquire Karen Oill Moury, Esquire
Philip A. Bertocci, Esquire Assistant Small Business Advocate
Community Legal Services, Inc. Pennsylvania Office of Small Business Advocate
1424 Chestnut Street Suite 1102, Commerce Building
Philadelphia; Pennsyivania 19102 300 North 2™ Street
(215) 981-3777 Harrisburg, Pennsylvania 17101

: , (717) 783-2525
David Kleppinger, Esquire Alan ]. Barak, Esquire
McNees, Wallace & Nurick Alan J. Barak, P.C.
100 Pine Street 1417 Blue Mountain Parkway
P.0O. Box 1166 Harrisburg, Pennsylvania 17112
Harrisburg, Pennsylvania 17108-1166 (717) 540-5166

(717) 232-8000




Kenneth Mickens, Esquire

Senior Prosecutor, Office of Trial Staff
Pennsylvania Public Utility Commission
P.O. Box 3265, Pitnick Building
Harrisburg, Pennsytvania 17105-3265
(717) 787-1976

Walter W. Cohen, Esquire

Obermayer, Rebmann, Maxwell & Hippel, LLP
204 State Street

Harrisburg, Pennsylvania 17102

(717) 234-9730

Bruce A. Connell, Esquire
Dupont Power Marketing, Inc.
600 N. Dairy Ashford, ML-1034
Houston, Texas 77079

(281) 293-1736

Joseph J. Malatesta, Jr., Esquire
Janet L. Miller, Esquire

Malatesta, Hawke & McKeon, LLP
100 North 10™ Street

Harrisburg, Pennsylvania 17101
(717) 236-1300

Paul E. Russell, Esquire

Associate General Counsel
Pennsylvania Power & Light

2 North 9% Street

Allentown, Pennsylvania 18101-1179
(601) 774-4254

Lance Haver

6048 Ogontz Avenue
Philadelphia, Pennsylvania 19141
(215)424-1441

David Boorion, Esquire

New Energy Ventures

200 South Broad Street, Suite 800
Philadelphia, Pennsytvania 19107
(215)

Gary A. Jeﬁ':ies,Esquﬁe

Senior Attorney, CNG Energy Services Corporation

| Park Ridge Center

P.0. Box 15746

Pittsburgh, Pennsylvania 15244-0746
(412) 787-4268

Craig A. Doll, Esquire

214 Siate Street

Harrisburg, Pennsylvania 17101
(717) 230-9555

Danie] Clearfield, Esquire

Wolf, Block, Shorr & Solis-Cohen
305 North Front Street, Suite 401
Harrisburg, Pennsylvania £7101-1236
(717) 237-7172

Terence Fitzpatrick, Esquire
Ryan, Russell, Ogden & Seltzer
800 North Third Street, Suite 101
Harrisburg, Pennsylvania 17102
(717) 236-1714

Michael G. Banta, Esquire

Vice President, Assistant General Counsel
Indianapolis Power & Light Company

1 Monument Circle

Indianapolis, Indiana 46206-1595

(317) 261-8449

John L. Munsch, Esquire

Allegheny Power

800 Cabin Hill Drive

Greensburg, Pennsyigania 15601-1689
(412) 8386210

Linda C. Smith, Esquire

Dilworth, Paxson, Kalish & Kauffman
305 North Front Street, Suite 403
Harrisburg, Pennsylvania 17101

(717) 236-4812

Michael L. Kessler, Esquire
Vice President, General Counsel
American Energy Solutions, Inc.
111 South Alfred Street
Alexandria, Virginia 22314
(703) 684-1006

Sam DeFrawi, Esquire
United States Navy Rate Intervention

Washington Navy Yard, Building 212, Code O0RI

901 M Street, South East
Washington, D.C. 20374-5018
(202)




Usher Fogel, Esquire

Roland, Fogel, Koblents & Carr, LLP
1 Columbia Place

Albany, New York 12207

(518) 434-8112

Susan M. Shanaman, Esquire

212 North 3% Street

Suite 203

Harrisburg, Pennsylvania 17101-1505
(717) 236-2035

Robert A. Mills, Esquire

McNees, Wallace & Nurick

100 Pine Street

Post Office Box 1166

Harrisburg, Pennsylvania 17108-1166
{717) 237-5368

Joseph A, Dworetzky, Esquire

Hangley, Aronchick, Segal & Pudlin

1 Logan Square, 12* Floor
Philadeiphia, Pennsylvania 19103-6933
(215) 496-7014

Paul L. Zeigler, Esquire

Zeigler & Zimmerman, P.C.

355 North 21" Street

Camp Hill, Pennsylvania {7011-3707
(717) 731-1484

Gordon Smith, Esquire

Electric Clearinghouse, Inc.

John & Hengerer

1200 17* Street, N.-W. , Suite 600
Washington, D.C. 20036-3006

Counsel, Senate Democranc Appropriations Committee
Room 545, Main Capitol Building

Harrisburg, Pennsytvania 17120

(717) 187-5662

Counsel for Senator Vincent J. Fumo

<




3700 Vartan Way
Harrisburg PA 17110

P — E . P * . l 717-541-1967 v.
enn. tnergy rrojec
barak(@ige.apc.org
macppa@igc.apc.org
o
o
~J
September 11, 1997 f,—,_
%
/(J/P
James McNulty, Acting Prothonotary
PA Public Utility Commission
P.O. Box 3265 -
Harrisburg, PA  17105-3265 £
— =
- [¥p]
RE: Pennsylvania Public Utility Commission v. PECO Energy Company 53;_,; 5
Docket No. R-00973953 5o 3
Prehearing Memorandum 5.[3 h
| B
Dear Mr. McNulty: o @
!
=

Enclosed please find our Certificate of Service which indicates our mailing pf the
Environmentalists’ Prehearing Memorandum in the above-docketed proceeding upon
the parties of record.

Also enclosed is an ‘office copy’ which we would appreciate having time-stamped and
returned to us in the envelope provided.

Very truly yours, e ————

%W DOCUMENT
FOLDER

Alan J. Barak and Roger E. Clark
Attorneysifor the Environmentalists

enclosure

cc: Service List
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CERTIFICATE OF SERVICE
| hereby certify that | have, on the 11" day of September 1997, served the
foregoing document, Prehearing Memorandum of The Environmentalists, upon the

following persons and in the manner outlined below:

Service by U. S. Postal Service, First Class Mail

Karen Cill Moury, Esq.
Office of Small Business Advocate

Joseph Malatesta, Jr., Esq.

The Hon. Marlane Chestnut :
Litlian Smith Harris, Esq.

The Hon. Charles Rainey, Jr.
Pennsylvania Publlc Utility
Commissicn

1302 Philadelphia State Office Bidg.

1400 Spring Garden St.
Philadelphia, PA 119130

Paul Bonney, Esq.

PECOQ Energy Company

P.Q. Box 86592

2301 Market St.

Philadelphia, PA 119101-8699

Office of Trial Staff

Suite 1102 - Commerce Building
300 North Second Street
Harisburg, PA 17101

James P. Melia, Esq,
Kirkpatrick & Lockhart

240 North Third Street
Harrisburg, PA 17101-1507

Robert P. Haynes, Ill, Esq,
Mette, Evans & Woodside
3401 North Front Street
P.0. Box 5950

Malatesta, Hawke & McKeeon
100 North Tenth St.

P.0. Box 1778

Harrisburg, PA 17105-1778

Christopher B Craig Esq
Office of Sen Vingent Fumc
Room 545

Main Capitol Bldg
Harrisburg PA 17120

Walter w. Cohen, Esq.
Andrew J. Giorgione, Esq.

Aftn: Kenneth Mickens Harrisburg, PA 17110 Obermayer, Rebmann, Maxwell &
P4, Public Utility Commission . R Hippell LLP
P.0. Box 3265 Terry J. Fitzpatrick, Esq. 204 State St.
Harrisburg, PA 17105-3265 Ryan, Russell, Oggen & Seltzer Harrisburg, PA 17101
800 North 3rd St. e

Steven Steinmetz, Esq.

Tanya J. McCIoskey, Esq.

Office of the Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 1“7120

Cavid M: Kleppinger, Esq.
James.P. Doughérty, Esqg.
Derrick P. Wlllamson Esq.
McNees Wallace, & Nurick
P.O. Box 1166

Harrisburg, PA 1?108-1 166

Kenneth Zietoniss

Stevens & Lee

208 N. 3rd St., Suwte 310
P.0O. Box 12090

Harrisburg, PA 17108-2090

Suite 101
Hamrisburg, PA 17102-2025

Craig A. Dol), Esqg.
214 State St
Harrisburg, PA 17101

Linda C. Smith, Esq.

Dilworth, Paxson, Kalish &
Kauffman

305 North Front St., Suite 403
Harrisburg, PA 17101-1236

Dan Clearfield, Esq.
Gerald Gornish, Esq.

wolf, Block, Schorr & Solis-  Cohen

305 M. Front St., Suite 201
Harrisburg, PA 17101

Paul Russell, Esg.
Associate General Counsel

Pennsylvania Power & Light Co,

Two North Ninth Street
Allentown, PA 18101-1179

Joan Q. Brandeis, Esq.

Schnader, Harrison Segal & Lewis

Suite 3600
1600 Market Street
Philadelphia, PA 19103-4252

David A. McCormick, Esg.
Regulatory Law Office
Office of the Judge Advocate
Genaral
Dep! of the Army

01 North Stuart Street-Rm 713

CrtE TER




Michael Banta, Esg.

V.P. and Assistant Gen'l Counsel
Indianapolis Power & Light Co.
One Monument Circle

P.Q. Box 1595

Indianapolis, IN; 46206-1585

Steven P Hershey Esg
Community Legal Services Inc
1424 Chestnut St

Philadelphia PA 19102-2505

John L Munsch Esq
Allegheny Powér Company
800 Cabin Hill Drive
Greensburg PA 15601

Steve Feld Esq

Pennsylvania Power Company
P O Box 891

New Castle PA 16103-0891

John P Litz

UGI Utilities Inc.

P O Box 1389

247 Wyoming Avenue
Kingston PA 18704-0389

David Q Epple ‘Director
Pennsylvania Electric Assn
P O Box 1266

Harrisburg PA 17108-1266

James Steffes iDirector
Governmental Affairs

Enron Capital & Trade
Resources

1400 Smith Street - EB #2408
Houston TX 77002

Lance Haver
6048 Ogontz Avenue
Philadelphia PA 19141

John R. Brehm

Senior VP Finance & Information
Services/IPL

Indianapolis Power & Light

One Monument Circle
Indianapolis IN 46204

Wilber G Llewellen
3809 Capilano,Drive
West Lafayette IN 47906

Stephen J Baron

Randall J Falkenberg

Lane W Kollen

Kennedy & Associates Inc

35 Glenlake Parkway Suite 475
Atlanta GA 30328

Brian Kalcic

Exce! Consulting

Suite 720-T

225 § Meramec Avenue
StLouis MO 63105

Neil Talbot
81 Grand Street, No 5
New York NY 10013

Clinton A Vince

Paul Nordstrum/Deborah A
Swanstrom & Joel Newton

Verner, Liipfert, Bernhard,

McPherson & Hand

901 15" St NwW

Washington DC 20005-2301

Mike Stibich

Suite 300 - Penn Traffic Building
319 Washington St.

Johnstown, PA 15801

David Wise

615 Summit Ave
WiseEnergy Tax Group
Maplewood NJ 07040

Richard LaCapra/Henry
Yoshimura/Lee Smith
LaCapra Associates
The Province Building
333 Washington Street
Boston MA 02108

Peter Bradford, Esq.
P.O. Box 497
Peru, VT 05152

Richard Silkman, Ph.D.
163 Main St.
Yarmouth, ME 04096

Thomas Catlin

Exeter Associates, Inc.
Suite 350

12510 Prosperity Drive
Silver Spring, MD 20904

Randall Griffin Esq.
Delmarva Power & Light Co.
800 King St.

Wilmington, DE 19899

MichaeH—Kessler

VP and General Counsef
American Energy Solutions
111 South Alfred St.
Alexandria VA 22314

Nancy Brockway, Esq.
Suite 400

18 Tremont St.
Boston, MA 02108

Barbara Alexander
Consumer Affairs Consultant
15 Wedgewood Drive
Winthrop, ME 04364

Bruce A. Connell, Esq.

DuPont Power Marketing, Inc.
600 N. Dairy Ashford, ML-1034
Houston, TX 17101

Mr. 8am DeFrawi, Director-Navy
Rate intervention

Audrey Van Dyke, Assoc.

Counsel

Naval Facilities Engineering

Command

Washington Navy Yard,

Bldg. 218, Rm. 200

901 M Street SE

Washington DC 20374-5018

Paul Zeigler, Esqg.

355 No. 21st St. - Ste. 304
P.O. Box 1080

Camp Hill, PA 17011

Usher Fogel, Esq.

Roland, Rogel, Keblenz & Carr 1
Columbia Place

Albany NY 12207

¢

Alan J. Barak (Sup. Ct. 67886)
Counsel for the Environmentalisis
Penn Encrgy Project

1417 Blue Min. Pkwy.
Harrisburg, PA 17112

v. 717-540-5106
f. 717-341-1970

\_pennrg_litighrtwl 1\pre_bry.cos

ﬂ



_ COMMONWEALQFOF PENNSYLVANIA .
PENNSYLVANIA PUBLIC-UTILITY COMMISSION ~ ~~
PIO. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO OUR FILE

September 11, 1997
In Re: R-00973953,
R-00973953C0001-C0007

(See letter dated 08/28/97) D O C U M E NT

PECOENERGY COMPANY - ()| N R

Application for approval of a Restructuring Plan and Consumer Education Program.
, NOTICE

This is to inform you that hearings on the above-captioned case will be held as follows:

Type: Initial and Further ‘ p
Date: Tuesday, October 14, 1997 - Initial Hearing

Wednesday, October 15, 1997 - Further Hearing

Thursday, October 16, 1997 - Further Hearing

Friday, October 17, 1997 - Further Hearing

Wednesday, November 12, 1997 - Further Hearing E

Thursday, November 13, 1997 - Further Hearing e B B

! Friday, November 14, 1997 - Further Hearing @@ @ %ﬁT

Time: 10:00am. SEP 19 1997
Location: In an available hearing room

Philadelphia State Office Building
Broad and Spring Garden Streets
Philadelphia, Pennsylvania

i ) .
Presiding Officer:  Administrative Law Judge Marlane R. Chestnut
' Administrative Law Judge Charles E. Rainey, Jr.

=
£
1302 Philadelphia State Office Building s
‘ Broad and Spring Garden Streets -~ i
' Philadelphia, Pennsylvania 19130 =
. Telephone: (215) 560-2105 LT,
' s
=

301340 S.AUVIONOHL0Yd
.:}lr}.!..s.‘-:"\

Please mark your records accordingly.



If you are a person with a .)ility, and you wish to attend the he

we may be able

to make arrangements for your special needs. Please call Norma Lewis at the Public Utility
Commission:

pc:

o Scheduling Office: 717-787-1399

® AT&T Relay Service number for persons who are deaf or hearing impaired:

1-800-654-5988.

Judge Chestnut

Judge Rainey

Rosemary Chiavetta - BPL 111
John Frazier - BPL 101

Office of Trial Staff (2)
Consumer Advocate

Small Business Advocate

Bill Barrett - FUS

Norma Lewis

Steve L. Springer, Scheduling Officer
Beth Plantz '

Docket Section

Calendar File



C ‘ DJH
COMMONWEALTH OF PENNSYLVANIA

DATE: ~ September 12, 1997
SUBJECT: R-00973953
TO: Law Bureau

FROM: jﬂ/ James J. McNulty, Acting Secretary

Pa. P.U.C. v. Peco Energy Company

Attached 1is copy of Peco Energy Company's (1)
PETITION OF THE JOINT SIGNATORIES TO SUSPEND
CONSIDERATION OF CERTAIN ISSUES PENDING A COMMISSION
DETERMINATION OF PROPER FORUM; and (2) PETITION OF THE
JOINT SIGNATORIES TO FOREGC THE USE OF A RECOMMENDED
DECISION IN EVALUATING THE JOINT PETITION FOR PARTIAL
SETTLEMENT RECENTLY FILED IN THIS DOCKET filed in
connection with the above docketed proceeding.

This matter 1is assigned to your Bureau for
appropriate action. :

Attachment D Q C U i\ ﬂi E !\\% T

cc: BFUS
OSA

wiz



3700 Varian Way
Harrisburg PA 17110
717-541-1967 v.
Penn. Energy Project
barak{@igc@py.org
maeppaiigegpe.org
-
eal
|
asl
September 12, 1997 DOCU MENT
James McNuity, Acting Prothonotary 3 ©
PA Public Utility Commission =5 o
P.O. Box 3265 S5 2]
Harrisburg, PA 17105-3265 =0
..:'m U-I
RE: Pennsylvania Public Utility Commission v. PECO Energy Compény =
Docket No, R-00973953 70 5
Prehearing Memorandum i
Py (%
Dear Mr. McNulty: a

Enciosed please find our Certificate of Service which indicates our mailing of the
Environmentalists’ Set #3 of Data Requests in the above-docketed proceedings upon
the parties of record and in the manner stated.

Also enclosed is an ‘office copy’ which we would appreciate having time-stamped and
returned te us in the envelope provided.

Very truly yours, gocKE EB
Ry Y P 17 1oy

Mary Log Morin -
Secretaryito

Alan J. Barak and Kathleen O'Reilly

Attorneys for the Environmentalists

enclosure
\_pennrg\_fitigirtw13_gp\3dis_cos.ltr
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MCNEES, WALLACE & NURICK
ATTORNEYS AT LAW

BHUCE D. BAGLEY [DAVD E LEHMAN — JENNIFER L. BAKER LOUISE HUTCHINSON MARA

ALAN R, BOYNTON, JR. [FRANKLIN A. MLES, JR. 100 PINE STREET JEFFREY F. CHAMPAGNE F. STEPHENSON MATTHES

ERIC L BROSSMAN ROBERT A. MILLS P. O BOX 1166 JAMES P, DEANGELO JON R. MOONEY

ROBERT M. CHERRY ‘STEPHEN A. MOORE HARRISBURG. PA 17108-1166 JAMES P. DOUGHERTY SHARON R. PAXTON

LOUIS A. DEJOE JOHN S, OYLER TELEPHONE {717) 232-8000 Fax (7171 237-5300 KATHLEEN A, BUNST CHAD F. PHIPPS

DAVID B. DISNEY IGARY A, RITTER —_— DEARA P, FOURLAS PAMELA C, POLACEK

MICHAEL A, DOCTROW IDANA STEVENS SCADUTO 1200 & STREET N.W. HELEN L. GEMMILL JONATHAN H. RUDD

ELIZABETH A, DOUGHERTY  }RICHARD W. STEVENSON SUITE 800 ROBERT J. GODUTO R, RANDALL SCHMIDT

HARVEY FREEDENBERG } DIANE M. TOKARSKY WASHINGTON., D.C. 20005 SCOTT A. GOULD BRUCE R. SPICER
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DOCUMENT ~ ~ ~ RECEVED ™~
FOLDER it

E-Mail: dwilliam@mwn.com

DELANO M. LANTZ

September 12, 1997A PUBLIC UTILITY COMMISSION
PROTHONOTARY'S OFFIQE
James J. McNulty, Acting Secretary VIA HAND DELIVERY
Pennsylvania Public Utility Commission
Room B-20, North Office Building
Harrisburg, PA 17120

Re: Peljmsylvania Public Utility Commission v. PECO Energy Company - Application
of PECO Energy Company for Approval of its Restructuring Plan under Section
2806 of the Public Utility Code; Docket No. R-00973953

Dear Mr. McNulty:

Enclosed for filing with the Commission are the original and three (3) copies of the
Philadelphia Area Industrial Energy Users Group’s Statement in Support of Joint Petition for
Partial Settlement in the above-referenced proceeding.

Aslevidenced by the attached Certificate of Service, all known parties to this
proceeding have been duly served. Please date stamp the extra copy of this transmittal letter

and kindly return for our filing purposes.
|

Very truly yours,

| McNEES, LLACE & NURICK

errick P. Williamson

DPW/aeh

Enclosures

c: Certificate of Service
Honorable Charles E. Rainey, Jr. (via Federal Express)
Honorable Marlane R. Chestnut (via Federal Express)
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BEFORE THE SEP 12 1997
PENNSYLVANIA PUBLIC UTILITY COMMISSION
PA PUBLIC UTILITY COMMISSION
PROTHONOTARY'S OFFICE

Pennsylvania Public Utility Commission

v. : Docket No. R-00973953

PECO Eneérgy Company
|

Application of PECQ Energy Company for @ @@%E TEE

Approval Of its Restructuring Plan under : a
Section 2806 of the Public Utility Code : SEP 15 1997 =

1
t

"PHILADELPHIA AREA INDUSTRIAL ENERGY USERS GROUP’S
STATEMENT IN SUPPORT OF JOINT PETITION
DOCUMENT

FOR PARTIAL SETTLEMENT
FOLBER

TO THE I}IONORABLE MARLANE R. CHESTNUT AND CHARLES E. RAINEY, JR.:

Thf!; Philadelphia Area Industrial Energy Users Group ("PAIEUG") submits that the
terms of th'1e above-referenced Joint Petition for Partial Settlement, which was filed with the
Commissicﬁm on August 27, 1997, is in the public interest and equitably balances the interests
of PECO Energy Company ("PECO" or "the Company"), its customers, and other affected
parties. 'ﬁherefore, PAIEUG respectfully requests that the presiding Administrative Law
Judges (" P;xLJs") and the Pennsylvania Public Utility Commission ("Commission") formally

1

approve the Partial Settlement as it is in the public interest.
|



In support of the Joint Petition for Partial Settlement, PAIEUG avers as follows:

1. On December 3, 1996, Governor Ridge signed into law the Electricity
Generation Customer Choice and Competition Act, 66 Pa.C.S. §§ 2801 et seq. ("the Act" or
"Chapter 28"). The Act requires the phase-in of customer choice for electric generation
supplies béginning January 1, 1999. Further, the Act requires that jurisdictional electric
utilities file restructuring plans for Commission approval. By Order entered January 24,
1997, the Commission directed PECO to file its Restructuring Plan on April 1, 1997.

2. Consistent with the Commission’s January 24, 1997, Order, PECO submitted
its Restructuring Plan to the Commission on April 1, 1997.

3. On April 21, 1997, PAIEUG filed a Complaint against PECO’s filing.
PAIEUG’s Complaint raised numerous issues and concerns regarding PECO’s Restructuring
Pian, to include issues regarding: PECO’s claim for and proposal to recover stranded costs
through a Competitive Transition Charge ("CTC"); PECO’s proposal to unbundle rates;
PECO’s aétempt to ensure no inter-class or intra-class cost shifting would occur as a function
of implem;enting its plan; and PECO’s proposal to phase-in direct access.

4, Extensive and exhaustive discussions among parties to this proceeding
culminated in the filing of the Joint Petition for Partial Settlement. The Partial Settlement is
not only fully consistent with the public interest and the Act, but it in large measure exceeds
the univer}se of public benefit that could have been achieved in litigating the case and through

adherence!to the requirements of the Act. In fact, the Partial Settlement provides, inter alia:



(1) virtually immediate rate relief for customers; (2) acceleration of customer choice and the
opening of retail competition; (3) maintenance and expansion of customer assistance
programs; (4) a reduction in the stranded costs sought by PECO for recovery from
ratepayers; (5) extension of rate caps on unbundled transmission, distribution and generation
charges; and (6) numerous other benefits to include benefits associated with economic
development and avoidance of substantial litigation costs. In short, the Partial Settlement
represents a reasonable compromise of competing litigation positions that actually exceeds the
scope of potential benefit that could have been achieved in litigation or pursuant to the strict
requiremerfits of the Act.

5. Acceleration of Customer Choice: The Act provides that full retail access
must be phased-in by January 2001, The Partial Settlement, however, accelerates this
transition by ensuring that all customers will have direct access to alternative generation
suppliers by January 2000, thereby substantially exceeding the requirements of the Act. This
acceleratiofn of customer choice benefits not only customers, but other market participants
that are eager to begin providing their alternative generation services.

6. | Guaranteed Rate Cap Reductions: The Partial Settlement provides for a
guaranteed 10% rate reduction for all customers effective September 1, 1998, with
continuing total rate reductions to apply through December 31, 2003. The Act simply does

not provide for guaranteed rate reductions during the pendency of the transition to retail



competition. Clearly, this aspect of the Partial Settlement represents a tremendous benefit to
consumers\]and the public interest, in general.

7. Recovery of Stranded Costs: PECO sought to recover from ratepayers
alleged stranded costs approaching nearly $7.5 billion. Conversely, PAIEUG, among other
intervening parties and complainants, prepared direct testimony challenging and proposing
substantial!reductions in PECO’s stranded cost claim. The Partial Settlement provides that
PECO may recover no more than $5.461 billion in stranded costs, which facilitates a
significant] $2.0 billion write-off by PECO. The compromise embodied in the Partial
Settlcmenﬂ; ensures the identification and quantification of a level of stranded costs that is just
and reasoﬂable to recover from ratepayers, in contemplation of the Partial Settlement as a
whole. Ciearly, in strictly defining and limiting PECQO’s ability to recover its stranded costs,
the public 'Ilinterest is served.

8. Extension of Transmission and Distribution Rate Caps: The Act provides
only that ﬁnbundled transmission and distribution charges will be capped for a period not to
exceed 34,months from the effective date of Chapter 28 (or through June 30, 2001).
Conversely, the Partial Settlement exceeds the requirements of the Act by ensuring that
PECQ’s transmission and distribution charges will be capped until January 1, 2004.

9. Extension of Generation Rate Cap: The Act provides that generation rates
may be capped through no later than December 31, 2005. Conversely, the Partial Settlement



ensures that an adjusted generation rate cap will continue through December 31, 2008.
Clearly, this additional consumer protection is in the public interest.

10., Maintenance and Expansion of Universal Service: The Act requires only

that protections policies and services assisting customers who are low-income are to be
"continued.” Conversely, the Partial Settlement ensures that these services not only will be
continued,, but they will be substantially expanded. Again, this provision of the Partial
Settlement' exceeds the requirements of the' Act and is clearly in the public interest.

11 Unbundling and Customer Protection: The Act requires that the unbundling
of transmission, distribution and generation services be conducted fairly and in a manner that
ensures that no intra- or inter-class cost shifts are effected. The Partial Settlement and the
unbundled; rates embodied therein properly reflect an unbundling consistent with approved
cost-of-service principles, which ensure that no customer or class of customers is
disadvantaiged as a result of inter- or intra-class cost shifts. That is, guaranteed rate
reductions) are fairly apportioned among the classes, and CTC responsibility is properly
fixed, baséd upon PECO’s last-approved cost-of-service study, whether or not the customer
continues to purchase its supply from PECO Energy. This is consistent with the Act and
reflects fundamental fairness, which is obviously in the public interest.

12; To this end, the Partial Settlement fairly disposes of the complicated
unbundling of PECO’s Large Interruptible Load Rider ("LILR") and Rate HT customers, as

well as customers with contracts under PECO’s Economic Efficiency Rider and Rule 4.6.



This is accomplished by ensuring (1) that no costs are shifted either on an intra- or inter-class
basis; (2) t:hat contract sanctity is maintained; and (3) that such customers continue to be
protected by the customer rate cap protections in the Act.

13.  Furthermore, the Partial Settlement provides that customers may resolve any
CTC/ITC responsibility through a lump-sum payment, which is consistent with the Act. 66
Pa.C.S. §2808(b).

14.  Finally, the Partial Settlement resolves issues relating to existing and

|
contemplatjed self- or on-site generation and CTC/ITC obligations; again, this is
accomplished in a manner that ensures that no other customer or class of customers is
prejudiced! by this resolution. In turn, the business and economic development needs of
industrial and commercial customers are fairly preserved.

15.  The Partial Settlement amicably resolves key issues in this proceeding. The
Partial Settlement does not, however, resolve all issues. In fact, the Partial Settlement defers
certain iSSlj.lCS, like the recovery and allocation of universal service costs in excess of $50
million, to future proceedings. Other unresolved issues (identified in Appendix H to the
Partial Settlement) may properly be addressed by the Commission either in generic
proceedings or on a separate track in this proceeding.

16: In sum, the Partial Settlement constitutes an amicable resolution of issues and

compromise regarding contentious litigation positions. It largely enables the parties and the

Commission to avoid the prospect of costly and time-consuming litigation, and it addresses



the concerns of custorners, PECO Energy Company, and marketers, without harming or
imposing any unnecessary costs upon any class of customer or any market participants. For
all these reasons, PAIEUG supports the Partial Settlement as being in the public interest and
requests that it be approved as filed without modification.

WHEREFORE, the Philadelphia Area Industrial Energy Users Group respectfully
requests that Administrative Law Judge Marlane R. Chestnut and Administrative Law Judge
Charles E., Rainey, Jr., and the Pennsylvania Public Utility Commission approve this Partial
Settlement'as being in the public interest.

Respectfully submitted,

McNEES, WALLACE & NURICK

zﬁﬂd M. Kleppl nger
' Derrick P. Williamson
100 Pine Street
P.O. Box 1166
. Harrisburg, PA 17108-1166
‘ (717) 237-5214

Counsel to the Philadelphia Area Industrial
Energy Users Group

Dated: September 12, 1997

K:1146\081 15\STATEMEN.SUP
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a true copy of the foregoing document

upon the participants listed below in accordance with the requirements of Sﬁ]?é é&di\%kﬂh
e

(relating to service by a participant).

VIA FIRST CLASS MAIL:

SEP 12 1997

1

Tanya J. McCloskey, Esq.
Steven K. Steinmetz, Esq.
Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

Karen Oill] Moury, Esq.

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North|Second Street
Harrisburg, PA 17101

Daniel Clearfield, Esq.

Alan C. Kohler, Esq.

Wolf, Block, Schorr and Solis-Cohen
305 North! Front Street, Suite 401
Harrisburg, PA 17101

Kenneth L. Mickens, Esq.
Office of Trial Staff

PA Publicj Utility Commission
Pitnick Building, Third Floor
901 North' 7th Street, Rear
P.O. Box 3265

Harrisburg, PA 17105-3265

Alan J. Barak, Esq.
1417 Blue Mountain Parkway
Harrisburg, PA 17112

Christopher B. Craig, Esq.

Office of Senator Vincent J. Fumo
Room 545, Main Capitol Building
Harrisburg, PA 17120

iTY CORMMISSION
Linda C. Smith, Esq_PA PUBLIC UTILITY CO& MISS

AYS OFFICE
Dilworth, Paxson, Kalid® tASEman

305 North Front Street, Suite 403
Harrisburg, PA 17101

Craig A. Doll, Esq.
214 State Street
Harrisburg, PA 17101

Walter W. Cohen, Esq.

Andrew J. Giorgione, Esq.

Obermayer, Rebmann, Maxwell & Hippel
204 State Street

Harrisburg, PA 17101

Steven P. Hershey, Esq.
Community Legal Services, Inc.
1424 Chestnut Street
Philadelphia, PA 19102

Janet Miller, Esq.

Malatesta, Hawke & McKeon
100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778

Paul E. Russell, Esq.

Pennsylvania Power & Light Company
Two North Ninth Street

Allentown, PA 18101

Mr. Lance S. Haver
6048 Ogoniz Avenue
Philadelphia, PA 19141
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CERTIFICATE OF SERVICE
Page 2

Donald A..Kaplan, Esq.
Preston, Gates, et al.

Suite 500

1735 New York Avenue, NW
Washington, DC 20006-4759

John L. Munsch, Esq.
Allegheny Power

800 CabinHill Drive
Greensburg, PA 15601-1689

Michael L; Kessler

Vice President and General Counsel
American Energy Solutions, Inc.
111 South Alfred Street
Alexandria, VA 22314

Bruce A. Connell, Esq.

DuPont Power Marketing, Inc.
Legal Department

600 North: Dairy Ashford, ML-1034
Houston, TX 77079

Joel D. Newton, Esg.

Deborah A. Swanstrom, Esq.

Verner, Liipfert, Bernhard,
McPherson & Hand

901 - 15th Street, NW

Washington, DC 20005-2301

Mr. David Boonin

New Energy Ventures - Mid Atlantic
1845 Walnut Street, Suite 2525
Philadelphia, PA 19103

Terrance J. Fitzpatrick, Esq.
David M. DeSalle, Esq.

Ryan, Russell, Ogden & Seltzer
800 North Third Street, Suite 101
Harrisburg, PA 17102-2025

Roger Clark, Esq.
Environmentalists

NESIP 905 Denston Drive
Ambler, PA 19002-3901

Mr. Sam DeFrawi

Director, Navy Rate Intervention
Washington Navy Yard, Building 212
Code QORI

901 M Street, SE

Washington, DC 20374-5018

Audrey Van Dyke, Esq.

Naval Facilities Engineering Command
Washington Navy Yard, Building 218
Room 200

%01 M Street, SE

Washington, DC 20374-5018

Gary A. Jeffries, Esq.

CNG Energy Services Corporation
One Park Ridge Center

P.O. Box 15746

Pittsburgh, PA 15244-0746

Joseph A. Dworetzky, Esq.

John P. Lavelle, Jr., Esq.

Hangley, Aronchick, Segal & Pudlin
One Logan Square, Twelfth Floor
Philadelphia, PA 19103

Usher Fogel, Esq.

Roland, Fogel, Koblenz & Carr, LLP
1 Columbia Place

Albany, NY 12207

Paul L. Ziegler, Esq.

Ziegler & Zimmerman, PC

355 North 21st Street, Suite 304
P.O. Box 1080

Camp Hill, PA 17011



CERTIFICATE OF SERVICE
Page 3

Joseph J. Malatesta, Jr., Esq.
Lillian Smith Harris, Esq.
Malatesta, ‘-Hawke & McKeon
100 North 'Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778

Susan Shanaman, Esq.

Center for'Energy and Econ. Dev.

212 North Third Street, Suite 203
Harrisburg, PA 17101-1505

Gordon Smith, Esq.

John & Hengerer

1200 17th!Street, NW, Suite 600
Washington, DC 20036-3006

Mr. Jerry Mendl

MSB Energy Associates

7507 Hubbard Avenue, Suite 200
Middleton, WI 53562

Mr. Brian/Kalcic

Excel Consulting

Suite 720-T

225 SouthrMeramec Avenue

St. Louis,;MO 63105

Mr. Richard LaCapra
LaCapra }l\ssociates
The Province Building
333 Washington Street
Boston, MA 02108

DefeiCk P. Wilfamson

Mr. Thomas Catlin
Exeter Associates, Inc.
Suite 350

12510 Prosperity Drive
Silver Spring, MD 20904

Mr. Richard Silkman
163 Main Street
Yarmouth, ME 04096

Mr. Peter Bradford
P.O. Box 497
Peru, VT 05152

Ethan Giddings
217 Rodman Avenue
Jenkintown, PA 19046

Robert A. Mills, Esq.
McNees, Wallace & Nurick
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166

John Haucke, Executive V.P.
Pennsylivania Association of Plumbing,
Heating, Cooling Contractors, Inc.

4015 Jonestown Road
Harrisburg, PA 17109-9109

Paul R. Bonney, Esq.
Ward L. Smith, Esq.
PECO Energy Company
2301 Market Street
Philadelphia, PA 19103

S

Dated this 12th day of September, 1997, in Harrisburg, Pennsylvania.



COMM‘WEALTH OF PENNSYL\‘IA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
PO. BOX 3265, HARRISBURG, PA 17105-3265

iN REPLY PLEASE
REFER TQ QUA FILE

September 12, 1997

KJR

The Honorable Connie Williams
House of Representatives

House Post Office - Main Capitol R ?7395\3

Harrisburg, PA
Dear Representative Willjams:

‘Thank you for your recent letter to Chairman John M. Quain
and Commissioner Nora Mead Browhell of the Pennsylvania Public
Utility Commission expressing your support for the PECO
settlement. Since the PECO settlement is currently pending
before the Commission, both Chairman Quain and Commissioner
Brownell have referred your letter to me for a response.

'We appreciate having the benefit of your wviews on this
issue, and please know that I have taken the liberty of sending
your . letter to the Acting Secretary of the Commission so that it
can become a part of the official file in this proceeding.

Sincegrely,

cc: Chairman Quain
Commissioner Brownell
‘Acting Secretary McNulty
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CONSTANCE H. WILLIAMS, MEMBER

COMMITTEES
[ CISTRICT OFFICE:
601 SQUTH HENDERSON ROAD., SUITE 201 EDUCATION
KING OF PRUSSIA, PENNSYLVANIA 19406 AGING AND YOUTH
PHONE: (610) 992-9790

h INTERGOVERNMENTAL AFFAIRS
FAX: (610} 768-3104

[0 CAPITOL OFFICE: i

FIREFIGHTERS AND
. ’ o e EMERGENCY SERVICES
110 SOUTH OFFICE, HOUSE BOX 202020 ’ LEGISLATIVE CAUCUS
HARRISBURG, PENNSYLVANI(A 17120-2020 3
e e House of Representatives
FAX: (717) 783-7548
. COMMONWEALTH OF PENNSYLVANIA
0 E-MAIL: HARRISBURG
CWILLIAM@PALEGiS.CMIC_:STATE.PA.US

August 29, 1997
o ! Q—uJ‘d yd-u. 00%
@ /d'U e
!
Honorable Nora Mead Brownell AuYpaTiant, ?
Commissioner
Public Utility Commission
107 North Office Building

Harrisburg, PA 17120 R } Q_? 3 ggj

Dear Commissioner Brownelil:

Yesterdavis announcement of the agreement reached by PECO, Senator Fumo, and
consumerjadvocates appears to be an extremely intelligent solution and impressive
compromise for all the parties involved. I urge you to approve it.

Sincerely, lonn]
!1 . At
Q,Ohme Wituinms o
. i v :‘
Connie Williams
State Representative
149th Legislative District
CW/akf
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COMMITTEES

CONSTAIQCE H. WILLIAMS, MEMBER

{1 DISTRICT OFFICE:
601 SGUTH HENDERSON ROAD., SUITE 201
KING OF PRUSSIA, PENNSYLVANIA 19408
PHONE: (610) 992-9790
FAX: (610} 768-3104

EDUCATION
AGING AND YOUTH
INTERGOVERNMENTAL AFFAIRS

[] CAPITOL OFFICE FIREFIGHTERS AND
: . d EMERGENCY SERVICES
"g :‘S’ga*;g'::écﬁs’*fus'? BOX 202020 . LEGISLATIVE CAUCUS
HARRI . PENNSYLVANIA 17120-2020
e e House of %epmseutattneﬁ
FAX: (717) 783-7548
COMMONWEALTH OF PENNSYLVANIA
[ E-MAIL: HARRISBURG
CWILLIAM@PALEGIS.CMIC:STATE.F’A.US
©
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August 29, 1997 R oo oy
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Honorable John M. Quain, Chairman ]._’: @ !“::
Public Utility Commission - 2 — Y
1 px =t

104 North Office Building
Harrisburg, PA 17120

R-97395>

Yesterday?s announcement of the agreement reached by PECQO, Senator Fumo, and
consumerjadvocates appears to be an extremely intelligent solution and impressive

compromise for all the parties involved. [ urge vou to approve it.

Dear Commissioner Quain:

Sincerely, =
g . ~
C,ohni(, Dreuinms =
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Connie Williams
State Representative
149th Legislative District
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COMMQWEALTH OF PENNSYL\/‘IA

PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265
IN REPLY PLEASE
REFER TO QUR FILE

September 12, 1997

KJr

President
Building Owners’ and Managers

Association of Philadelphia
Two Penn Center Plaza

Suite 310
Philadelphia, PA 19102

| p. 97352

) Dear Mr. Freeman:
Thank you for your recent letter to Governor Tom Ridge applauding the

Governor’s efforts in fostering deregulation of electricity, and your objections to the

proposed PECO settlement.
The PECO settlement is currently being considered by the Pennsylvania

Public Utility Commission, and please know that I have taken the liberty of sending a copy of
your letter to Governor Ridge to the Acting Secretary of the Commission so it can become a

part ofthe official file in this proceeding.
Thank you again for taking the time to express your views on this #mportant

issue,

cc: The Hon. Tom Ridge B
The Hon. Clarence Bell =5
Cliairman John Quain 5 =
Commissioner John Hanger §:a S

Acting Secretary James McNulty oM
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, BUILDING OWNERS' AND MANAGERS' ASSOCIATION OF PHILADELPHIA
Two Penn Center Plaza » Suite 310 » Philadelphia, PA 19102 » (215) 567-1775 » FAX: (215) 567-2154

August 29, 1997

2 .
B
Offcers The Honorable Tom Ridge e -
President Governor, Commonwealth of Pennsylvania =T
ROBERT 1, FREEMAN, RPA i i ildi 2 ro
Wor Wit Mancaemomn Tt 225 Mam Capitol Building ~ < i
Harrisburg, PA 17120 Y73 Z o
Vice Presidens A < o T i
MARY N. QUAIN, CPM*, BPA ‘ o w4
Leggat McCall Propersies Mgme, L.P.  Dear Governor Ridge: i N
Secreta . - g o
GRACE C. STILL, RPA The Building Owners’ and Managers’ Association (BOMA) of Philadelphia
Reading Terminal Market Corp. ey . .
: represents over 90 million square feet of commercial real estate in over 200
e 5 M ARTIN, RPA buildings within the Metropolitan Philadelphia region. Our membership
Atlantic American Properties ! comprises 90 percent of all urban and suburban office space. The membership is
comprised of building owners, managers, developers, leasing professionals,
Board of Directors ! facility managers, asset managers, and the providers of goods and services --
J. MICHAEL COLEMAN collectively representing all facets of the commercial real estate industry
SpectaGuard, Inc.
MICHAEL GROGAN We are writing to call your attention to the proposed settlement pf the PECO
HGO. Ine. Energy Company’s restructuring case. We applaud your efforts in fostering
ROY J. HISER ' deregulation of electricity. But in our opinion, the proposed settlement does not
CoreSkases Financial Corp. fulfill the objective of bringing competitive retail electric to Pennsylvania, We
C.BUD JANTZI, RPA feel that without fair competition the goal of further development and jobs for
Cushiman & Wakefield .
Pennsylvania would suffer the consequences.
LOUIS LOMBARDI, RPA,
Compass Mgmt, & Leasing, Inc. . .
' The proposed settlement will establish PECO Energy as an unregulated
MARITA SOMMAR OSBORNE . . . .
The Kevin . Danohoe Ca., bne. monopoly. It will continue to burden the commercial customer with
TARA PINHEIRO, RPA dlsprqpf:)rtlonately high rates and block our access to competitive retail
Axiom Real Fstate Management electricity. o
THOMAS C. RYAN, RPA . . oy .
Compass Mgm. & Leasing, Inc. We respectively request that you encourage the Public Utility Commission to
DUDLEY R. SYKES, RPA examine the proposed settlement in light of its original objective. THiS is
The Rubin Organizasion extremely important to our membership. 1t relates directly to our abjlity to
LOUIS VELEZ, RPA compete in the regional real estate market and to aftract new tenants to our

Robm & Haas Company buildings

PATRICK J. WALSH
PA Conpention Center

LAWRENCE R. ZIPF
Jackson Cross Company

1 :c_‘ :
President Ex-Officio E: ﬁ
J. WAYNE LEE, RPA, CPM 7 e
. )
Jackson Cross Company President f—:’_::l |

Executive Director ?_ir(:‘i} i
KATHLEEN E. GAHRES . T
cc John M. Quain o=
John Hanger s =

)

Clarence D. Bell 2

1
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BERNHARD - McPHERSON 2 HAND

CHARTERED

901 - 15Tu StreeT, N.W.
WasHmncToNn, D.C. 20005-2301 :)
(202) 371-6000 LA

Fax: (202) 371-6279 vy K3
Y R
PNy

Paul E. Nordstrom ' D
(202) 371-6096 i {f)

September 15, 1997

VIA FEDERAL EXPRESS

James J. McNulty '

Acting Prothonotary

Pennsylvania Public Utility Commission GEO 15 1997

North Office Building

North Street and Commonwealth Avenue PA PUBLIC UTILITY COMMISSION
Harrisburg, PA 17105-3265 PROTHONOTARY'S OFEIGE

Re: Application of PECO Energy Company for Approval of
its Restructuring Plan Under Section 2806 of the
Public Utility Code, Docket No. R-00973953

Dear Mr. McNulty:

Enclosed please find the original and three copies of the "Comments of
Allegheny!Power to Partial Settlement" for filing in the captioned proceeding. Also
enclosed are two additional copies, which we ask that you stamp and return in the
enclosed self-addressed stamped envelope.

Copies of this filing are being served on all parties in the captioned proceeding.

Thank you for your cooperation.

Sincerely,
Paul E. Nordstf

Enclosure

cc:  Attached Service List

Houston, TeExas AusTiN, TexAs HonoruLu, Hawan McLean, VIrGiNiA
2600 Texas CoMMERCE Towen Sax facmo Covren Hawan Ties Buwoivg 8280 Gun;vnono Duve
600 Travis 98 San Jactwto Bivp. Sure 1440 928 Nuuaxu Ave, Surm 400
Houstos, Texas 77002 Ausmin, Texas 78701 Horowutu, Hawail 96817 MeLeax, lem 22102
(TLY) 2257200 7 (512) 703-6000 (808) 566-0599 (703) 749-6000
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PROTHONOTARY'S OFFICE
Docket No. R-00973953

Application Of PECO Energy Company )
For Approval Of Its Restructuring )
Plan Under Section 2806 Of The )
Public Utility Code )

é\‘ {;g U“‘ F\QE COMMENTS OF ALLEGHENY POWER
F O L D [ R TO PARTIAL SETTLEMENT

}‘
ch

DOCKETED

To:  The Honorable Marlane R. Chestnut and Charles E. Rainey, Jr. "~ 17 W97
Presiding Administrative Law Judges

Pursuant to 52 Pa. Code Sec. 5.61, Allegheny Power hereby submits its
comments to the Partial Settlement of August 27, 1997, filed by PECO Energy
Company!("PECQO") on behalf of itself and other signatories to the Partial Settlement.

AlleghenyiPower states as follows:

DISCUSSION

Overview of Position

Thé filing of the Partial Settlement presents the Commission with its first
opportunit}y to rule upon the transition plan of a Pennsylvania utility filed under the
ElectricitytGeneration Customer Choice and Competition Act ("Competition Act"). It
thus represents a critical milestone in the transition of Pennsylvania's electricity industry
to one that will feature the deregulation of generation at the retail level and customer
choice of Qeneration suppliers.

The Commission should carefully consider the direct impact that the Partial

Settlemeﬁt may have on the electricity market in and around PECO’s service territory,



as well as the possible precedent-setting effect its approval of the Partial Settlement
may have on the transition plans of the other Pennsylvania utilities. Allegheny Power's
position with respect to the Partial Settlement arises from both of these concerns.

First, Allegheny Power believes that the award to PECO of $5.5 billion of
stranded cost recovery, coupled with the right to securitize $4.0 billion of its stranded
costs, will :confer on PECO significant competitive advantages vis a vis Allegheny
Power's West Penn Power Co. ("West Penn") and other Pennsylvania utilities. As a
means of moderating these advantages, Allegheny Power proposes that the
Commission restrict PECO's use of securitization proceeds in the same manner as set
forth in the Settlement Agreement between PECO and Allegheny Power (see
Attachment A hereto), which the Commission approved in PECQO's securitization
proceeding.’ Allegheny Power also urges the Commission to keep in mind the
advantages conferred to PECO when it rules upon West Penn's transition plan and the
transition plans of the other utilities, so as to maintain an equitable competitive balance
among the state's utilities.

Second, Allegheny Power believes that there will be considerable pressure for
the Commission to apply the individual terms of the Partial Settlement to the transition
plans of the other Pennsylvania utilities. For the reasons discussed below, application
of those terms to the other utilities may not be appropriate. Allegheny Power requests

that the Commission make clear that its approval of the Partial Settlement will have no

precedential impact on the other utilities' transition plans.

v Application of PECO Energy Company for Issuance of a Qualified Rate Order

Under Sections 2808 and 2812 of the Public Utility Code, Opinion and Qualified
Rate Order, Docket No. R-00973877, p. 5 (May 22, 1997).

( -2-




PECO Competitive Advantage

Allegheny Power welcomes the advent of customer choice in Pennsylvania.
Consistent with its traditional obligation to serve and in anticipation of customer choice,
Allegheny{Power has conducted its operations in an efficient and low cost manner.
Indeed, West Penn has been and continues to be the lowest cost utility supplier in
Pennsylvania. Given these circumstances, Allegheny Power should be well positioned
to compete in the new competitive Pennsylvania electric markets if competition is
allowed to proceed in a fair and equitable manner.

The Partial Settlement, however, raises serious concerns as to whether the
ground rules for competition will be fair and equitable. The Partial Settlement confers
significant competitive advantages on PECO vis a vis West Penn and the other
Pennsyivania utilities. Under the Partial Settlement, PECO would recover $5.5 billion of
stranded ctosts. PECO would be permitted to securitize $4.0 billion of this amount.
PECO also would be permitted to recover its stranded costs in a competitive transition
charge ("(%TC") that will be in effect through the end of the year 2008.

Thé competitive, or anticompetitive, implications of the Partial Settlement include

the foliowing:

. Securitization. The Partial Settlement provides that PECO may securitize $4.0

billion of its stranded costs. Thus, upon completion of the sale of its transition
préperty, PECO would receive a staggering amount of cash as proceeds of the
sale, thereby guaranteeing PECO recovery of a huge portion of its fixed costs
and providing PECO with substantial flexibility to compete in deregulated

electricity markets. Absent the restrictions on the proceeds requested below,

-3-



PECO could employ this cash to expand into the markets of West Penn and the
other Pennsylvania utilities. West Penn and the other utilities, which have not
sought approval to securitize stranded costs of this magnitude, will have less
ability to expand into PECOQO's market or to protect their own markets.
CTC/Generation Charge Relationship. The Partial Settlement would permit
PECO to charge customers its full CTC regardless of the level of actual market
prices. Under the settlement, PECO's CTC is fixed; thus, PECQO's generation
charge (i.e., the customer's avoided cost) is determined as the residual between
its generation rate cap and the fixed CTC. Whenever the difference between
PECO'S generation rate cap and its CTC is less than the market price, PECO
would continue to charge its full CTC, but would charge below market generation
rates in order to avoid exceeding the cap. Based on the testimony of PECO's
witnesses, such a situation may occur frequently through the year 2005. The
following table highlights (in bold type) the projected annual market prices
provided by PECO's witnesses which exceed the residual "energy and capacity

ca;f)" of the Partial Settlement:



PECO Generation Market Price

$/MWh
Projections of PECO Witnesses!'

Settlement Energy

EDS PHB ICF Average Projection & Capacity Cap?
1999 28.4 24.5 28.1 27.0 28.0
2000 31.5 27.8 31.3 30.2 28.0
2001 J 36.6 32.2 35.0 34.6 320
2002 | 382 33.9 36.4 36.2 35.0
2003 39.9 357 37.5 7.7 37.0
2004 41.7 376 38.9 394 39.7
2003 434 39.3 41.4 41.4 40.7
2006 4438 41.1 43.3 43.2 47.7
2007 ‘| 488 430 450 449 53.7
2008 48.2 44.9 47.0 46.7 55.7

Saource: Exhibit JFB-1 (Bustard).

Source: Partial Settlement, p. 8, Col. 4.

In ¢ontrast, in its transition filing West Penn has proposed that its CTC be
adj:'usted annually as the residual beMeen its generation rate cap and the
actually-determined market price. In addition, other Pennsylvania utilities have
ind"icated that when market prices rise above projections, they will continue to
ch;rge market generation rates, but will reduce their CTC charges in order to
staiy within their caps. The competitive advantage that PECO uniquely would
enjoy as a result of its fixed CTC is obvious: alternative suppliers would be
forced to compete with PECO's below market generation rates for sales to

PECO's customers -- rates which PECQO is able to charge because they are

subsidized by PECQ's huge CTC.




. CTC Extension. The Partial Settlement permits PECO to extend the period of

CTC collection through the end of 2008. Extension would increase the likelihood
of PECO recovering the full amount of stranded costs permitted by the Partial

Settlement and guarantee recovery of some level of profit through 2008.

The Competition Act was passed to bring about competitive retail generation
markets in Pennsylvania. In order for such markets to function properly and bring to
Pennsylvania consumers the full benefits of competition, the rules of the market must
not arbitrarily confer favor or advantage to one player over another. The Commission
must be especially vigilant to avoid unfair advantage in the area of stranded cost
recovery. Nothing in the Competition Act suggests that stranded cost recovery should
be used by utilities or applied by the Commission so as to confer to certain utilities a
competitive advantage over the others. Nor does anything in the Act suggest that the
natural and proper advantages of utilities that have over the years invested wisely,
operated efficiently and provided low cost service to consumers should be washed
away by the new wave of regulation which now implements stranded cost recovery.

Asja minimum safeguard to protect against some of the competitive advantages
that PEC® would receive upon approval of the Partial Settlement, Allegheny Power
requests éhat the Commission impose upon PECO's use of the proceeds from the sale
of securitized transition property the same restrictions as were agreed to between
PECO and Allegheny Power for such funds in the PECO securitization case. See
Attachment A. Specifically, PECO agreed that it would use the proceeds from the sale

of transition property for the following purposes only:
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(1) to pay expenses related to the issuance of the Transition
Bonds and the costs associated with using the proceeds; (2)
to apply to its deferred fuel accounts; (3} to retire existing
debt through calls, open market purchases, tender offers
and/or defeasance; (4) to retire existing preferred stock
through redemption and/or tender offers; and (5) for stock
buy backs or dividends related to PECO Energy's common
equity.

Attachment A at 2. The same considerations that led to the Settiement Agreement and
the Commiission's approval of that agreement in Docket No. R-00973877 compel
Commission imposition of these restrictions in the instant proceeding. Those proceeds
should be:used to pay down company liabilities associated with stranded costs and
other transition costs; they should not be used to subsidize PECQO's expansion into
other utilitfes' regions.

Further, Allegheny Power respectiully requests that the Commission remain
cognizant;of the competitive advantages received by PECO when the Commission
considersithe merits of West Penn's restructuring application. West Penn should not be

placed at a competitive disadvantage because it has fewer, rather than more, stranded

costs than PECO.

Possible [Precedential Impact

While typically settlements do not create binding precedent, the Commission
should be mindful that in approving the Partial Settlement it will be setting in place the
"rules of the road" for a portion of the Pennsylvania retail electricity market. Pressure to
apply the]same rules to the remaining portions of the Pennsylvania markets likely will
arise as the Commission reviews the transition plans of the other Pennsylvania utilities.

Indeed, one participant in the Pennsylvania electric restructuring is already proclaiming

-7 -



the temporary 10 percent PECO rate reduction in the Partial Settlement to be a
benchmark for consumer support of the other utilities' restructuring proposals. See
"PECO, Opponents Find Common Ground, Announce Settlement,” Energy Daily,
August 28! 1997, pp. 1-2 (quoted remarks of Sen. Vincent Fumo (D-Philadelphia)).

The Commission should be careful to ensure that its ruling with respect to the
PECO settlement is limited to the PECO service territory and will not be binding on the
other Pen]hsylvania utilities and the transactions that will occur within their territories. A
"one size fits all" approach was not contemplated by the Legislature when it required the
filing of inéiividual implementation plans. And clearly, given the varying circumstances
facing the respective Pennsylvania utilities — including great differences in success in
controlling costs, varying customer demographics, and even location in separate and
distinct electricity markets -- the rules of the road will have to be tailored for each utility
and its territory. The Commission's ruling on the Partial Settlement should ensure such
flexibility.

A prime example of the need to tailor the specific elements of restructuring to
each utility's circumstances is raised by the suggestion, cited above, that a
temporary 10 percent rate reduction become a benchmark. The strikingly different
circumstances by which West Penn and PECO enter the transition to competition refute
this suggestion. West Penn, through years of prudent and efficient management,
provides residential service at rates 47 percent below PECO's. If PECO's rate levels
are to be considered a benchmark for West Penn, logic would dictate that West Penn's
rates should be significantly increased, not decreased. Other considerations also bode

against imposing a decrease in West Penn's rates. PECO currently is earning more
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than its authorized rate of return and, thus, has a substantial "cushion" with which it may
offer such a rate concession. West Penn is earning less than its authorized rate of
return,? and simply has no comparable cushion with which to offer such a concession.
Imposition' of such a concession could have a devastating impact on West Penn's
financial condition. The Commission should resist attempts to selectively and arbitrarily
apply certain aspects of the Partial Settlement, which were negotiated in light of the

many circumstances surrounding PECO, to the transition plans of the other

Pennsylvania utilities.

CONCLUSION

For; the reasons discussed above, Allegheny Power respectfully requests that the
Commission:

(1), impose restrictions on PECO's use of proceeds from the sale of transition
property as described above;

(2)  craft its order with respect to the Partial Settlement so as not to be binding
on West Penn's transition filing; and

¢ See Direct Testimony of Michael P. Morrell, West Penn Power Company,
Application for Approval of Restructuring Plan Under Section 2806 of the Public

Utijity Code, Docket No. R-00973981, p. 15.
-9-



(3)  grant such other relief as is necessary and appropriate.

Respectfully submitted,

e

Paul E. Nordstrom

Deborah A. Swanstrom

Joel D. Newton

Verner, Liipfert, Bernhard,
McPherson and Hand, Chartered

901 15th Street, NW

Suite 700

Washington, DC 20005

(202) 371-6000

Attorneys for Allegheny Power
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application Of PECO Energy Company

For Approval Of Its Restructuring
Plan Under Section 2806 Of The
Public Utility Code

Docket No. R-00973953

CERTIFICATE OF SERVICE

| hereby certify that | have this day served a true copy of the enclosed document

upon the participants, listed below, in accordance with the requirements of § 1.54

(relating to service by a participant).

Honorable Marlane R. Chestnut
Administrative Law Judge

1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Kenneth|L. Mickens, Esq.
Pennsylvania Public Utility Commission
Office of 'Trial Staff

P.O. Box 3265

Harrisburg, PA 17105-3265

Robert A. Mills, Esq.
Derrick Williamson, Esq.
David Kleppinger, Esq.
McNees,; Wallace & Nurick
100 Pine Street

Harrisburg, PA 17108-1166

Christopher B. Craig, Esq.
Counselifor Senator Vincent J. Fumo
Room 545, Main Capitol Building
Harrisburg, PA 17120

Honorable Charles E. Rainey, Jr.
Administrative Law Judge

1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

[rwin Popowsky, Esq.

Tanya McCloskey, Esq.
Steven K. Steinmetz, Esq.
Office of Consumer Advocate
1425Strawberry Square
Harrisburg, PA 17120

Bernard Ryan, Esq.

Karen Qill Moury, Esq.

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North 2nd Street

Harrisburg, PA 17101

Steven P. Hershey, Esq.

Petter Meadows, Esq.
Community Legal Services, Inc.
1424 Chestnut Street
Philadelphia, PA 19102



Daniel Clearfield, Esq.

Alan Kohler, Esq.

Wolf, Block, Schorr and Solis-Cohen
305 North Front Street, Suite 401
Harrisburg, PA 17101

Paul Russell, Esq.

Pennsylvania Power & Light Company
Two North Ninth Street

Allentown, PA 18101

Roger E. Clark, Esq.
NESIP

905 Denston Drive
Ambler, PA 19002-3901

Craig A. Doll, Esq.
214 State Street
Harrisburg, PA 17101

Walter W. Cohen, Esq.

Andrew J. Giorgione, Esq.

Obermayer Rebmann Maxwell
Hippel, LLP

204 State Street

Harrisburg, PA 17102

Audrey \{an Dyke

Associate Counsel (Litigation)

Naval Fqcilities Engineering Command
Washington Navy Yard

Building 218, Room 200

901 M Street, S.E.

Washington, DC 20374-5018

John L. Munsch, Esq.
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689

Donald A. Kaplan, Esq.
Preston, Gates, et al.

1735 New York Avenue, NW
Washington, DC 200064759

Alan J. Barak, Esq.

Penn Energy Project

Widener University School of Law
3700 Vartan Way

Harrisburg, PA 17110

Linda C. Smith, Esq.

Dilworth, Paxson, Kalish & Kauffman
305 N. Front Street

Suite 403

Harrisburg, PA 17101-1236

Randall V. Griffin, Esq.

Delmarva Power & Light Company
800 King Street

Wilmington, DE 19899

Michael G. Banta, Esq.
Vice President and

Assistant General Counsel
Indianapolis Power & Light Company
One Monument Circle
P.O. Box 1595
Indianapolis, IN 46206-1595

William T. Hawke, Esq.
Janet L. Miller, Esq.

Todd S. Stewart, Esq.

P.O. box 1778

Harrisburg Energy Center
Harrisburg, PA 17105-1778

Terrence FitzPatrick, £sq.
David DeSalle, Esqg.

Ryan Russell Ogden & Seltzer
800 N. Third Street, Suite 101
Harrisburg, PA 17102



Gordon J. Smith, Esa.

John & Hengerer

1200 17th Street, N.W., Suite 600
Washington, DC 20036-3006

Paul R. Bonney

Ward Smith

Robin L. Krongold

PECO Energy Company
2301 Market Street

PO Box 8699

Philadelphia, PA 19101-8699

Joseph A. Dwaretzky, Esq.

John P. Lavelle, Jr., Esq.
Hangley Aronchick Segal & Pudin
One Logan Square - 12th Floor
Philadelphia, PA 19102

Stephanié A. Sugrue, Esq.
Sheila S.jHollis, Esq.

Mary Ann Rallis, Esq.

Duane, Morris & Heckscher LLP
1667 K Street, N.W., Suite 700
Washington, DC 20006-7800

{
Dated this!15th day of September, 1997.

|

Joseph J. Malatesta, Jr., Esq.
Lillian Smith Harris, Esq.
Malatesta Hawke & McKeon LLLP
Harrisburg Energy Center

100 North Tenth Street - P.O. Box 1778

Harrisburg, PA 17105

Robert A. Mills, Esq.
McNees, Wallace & Nurick
100 Pine Street
Harrisburg, PA 17108

Usher Fogel, Esq.

Roland, Fogel, Koblenz & Carr, LLP
One Columbia Place

Albany, NY 12207

Vickiren S. Aeshleman
Director - Regulatory Policy
QST Energy, Inc.

300 Hamilton Blvd., Suite 300
Peoria, IL 61602

Oy Y~

Paul E. Nordstrom

Verner, Liipfert, Bernhard,
McPherson and Hand, Chartered

901 15th Street, NW

Suite 700

Washington, DC 20005

Attorney for Allegheny Power



—_————

COMMONIREALTH OF PENNSYLVAN
PENNSYLVAN'® PUBLIC UTILITY COMMMSION
PO. BOX 3265, HARRISBURG, PA 17105.3265

s IN REPLY PLEASE
o~ REFER TO QUA AILE

R-0097395
Seﬁ ﬁnber 15, 1997 3

Mr. Edward B. Cannon
President
Building Owners and Managers Association
Suite 1560 Center City Tower
650 Smithfietd Street
Pittsburgh, PA 15222
; Kap

Dear Mr. Cannon:

Thank you for your recent letter of September 4, 1997, to Governor Tom
Ridge concerning the PECO Energy Company’s proposed settlement filed in its rate
restructuring proceeding.

Please know that this is currently pending before the Commission and,
therefore, il am unable to address the merits of the settlement. Please know that I have taken
the liberty of forwarding your letter to the Acting Secretary of the Commission in order for
the views of the Building Owners and Managers Association to be entered into the official
record involving this proceeding.

Thank you again for the benefit of your thinking on this issue.

cc: The Hon. Tom Ridge '
Chairman John Quain
Acting Secretary James McNulty

.;@@%ETET
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SEP 18 1997
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BUILDING OWNERS - o * ‘September 4, 1997° -
o Suite 1560 Center City Towes . .
AND MANAGERS ™ - - Stite 1360 Cenur Ciy” . .

A;SOCIAT!QN “ Piwbargh, PA 1522

The.Hpno;'aBlc Tom Ridgé
Governor Of Pennsylvania

225 Main Capitol Building
Harrisburg, PA 17120 -
' ITTSBURGH - T
- Dear Governor Ridjgé:-

When you signed into law The Electricity Generation Customer Choice and Competition Act, ‘BOMA
Pittsburgh joined in the optimism that electric deregulation wouid provide a truly competitive marke.t
in our Commonwealth.. We are disappointed to leamn that you are supporting the PECO-Fumo partial
settlement agreement. It is also of grave concern to our membership that this settlement is reportedly -

" being hailed as a model for. the rest of the state. In our view, this settlement agreement seriously
hinders the establishment of a competitive market and undermincs the original intent of your
legislation to provide electric utility supplier choices thereby lowering the cost of electricity and re-
establishing an attractive economic development climate in Pennsylvania.

Pittsburgh, like Philadelphia, has suffered under some of the highest electric rates in the nation. Our

" expectations of electric deregulation are lower rates and choice in suppliers. Our reading of the - :
proposed settlement indicates an effective elimination of true competition in part by subsidizing ’
PECOQO's unverified, possibly inflated, and unjustified stranded cost claims. We firmly believe that all
stranded cost claiafgls should be independently audited as part of any determination for recovery.
Leaving the stranded cost issue as a nebulous catch-all virmually strands Pennsylvanians as captive

- ratepayers instead! of true customers.

The 10% rate reditction in exchange for the ability to collect $5.4 billion in "stranded costs” virtually
extinguishes any economic incentive for outside competition and scts an unpalatable precedent for
Pennsylvania and the pation. Electric Deregulation was a hot topic at our recent BOMA International
Convention. It was clear that many states are watching the manper in which deregulation is addressed
in Pennsylvania. ' :

We understand tliat the Governor of Pennsylvania cannot be involved in the minutia of every issue;
however, we are requesting that you and your staff, the Consumer Advocate and the Small Business
Advocate re-examine the details of this proposed settlement and its consequences. Electric utilities
.and their shareholders have enjoyed the fruits of the regulated environment. It is time for them to
work with us to create an economically vibrant Pennsylvania for the future. Special treatment and
special deals which drain our citizens and businesses of vital resources are not in the Commonweaith's
best interest. We look to you to ensure fair and reasonable treatment for all.

JOCUMENT
FOLDER

President, BOMA Pittsburgh
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'C: ., The Honorable Bob Cranmer -
_'The Honorable Mike.Dawida
The Honorable Lawrence Dunn . . -
Karen Penafiel - BOMA Iiternational © - -
Bob Martin - President, BOMA Philadelphia - .
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COMMO&VEALTH OF PENNSYLVANA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265
IN REPLY PLEASE

REFER TO QUR FILE

SEptember 15, 1997

Mr. .Bn:an A, Rider PN IR -

President - i 1 f

Pennsylvania Retailers’ Association e i g

224 Piné Street O L 57y KJp
FOLDFER

Harrisburg, PA 17101-1325

Dear Brian:
Thank you for your recent letter of September 8, 1997, to Governor Tom Ridge
regarding the concerns of your Association over the settlement agreement reached in the

PECO Energy Company’s rate restructuring case.

;Pleasé know that this is curreﬁtly pending before the Commission and, therefore, I am
unable to address the merits of the settlement. Please know that I have taken the liberty of

forwarding your letter to the Acting Secretary of the Commission in order for the views of
the Penhsylvania Retailers’ Association to be entered into the official record involving this

proceeding.

Thank you again for the benefit of your thinking on this issue. o
=
O

DOCKETED

4, Esq.
SEP 19 1997 Director of Legislative Affairs
cc: The Hon. Tom Ridge
Chairman John Quain

Acting Secretary James McNulty =
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Pennsylvania Retailers’ Association

A t ‘
Pt,urt.wluaurt Rotu’w: ssociation 224 PINE STREST « HARRISBURG, P4 171011325
(717):233-7976 o B00-727-3824 « FAX (717) 236-1234

September 8, 1997

The Honorable Thomas J. Ridge
Governor
Commonwealth of Pcnnsyivama

225 Main Capirol
Harrisburg, PA !:17120

Dear Governor Ridge:

Last week, the Pennsylvania Relailers' Association signed a settlement agreement in PECO Encrgy
Company's rate restructuring case. Our support for the agreement was based largely on the 1() percent ratc
. cut for PECO customers and the escalated phase-in of those reduced rates. We commend you for the role
you have playedin bringing electrical encrgy deregulation to Pennsylvama andin persuadm gPECOQwagree

to those important settlement terms.

However, Pennsylvania retailers are concerned about the level and extent of stranded costs that PECO would
recover under thé proposed settlement and the impact this would have on the decisions of other aliernative
energy companies to énter and compete in the Pennsylvaniaelectrical energy market. Consequently, despite
our support for sdmc important features of the scitlement, we are today withdrawing our consent to it out
of concern: that the agrecment will produce temporary, short-term rate reductions rather than long-term

electrical competmon

When it filed its rate restructuring plan on April 1, 1997, PECO claimed $6.8 billion in stranded assets and
costs; two months ago, it increased the number o $7.461 billion. The setilement agreement would cntitle
PECO to recover $5.461 billion. None of these numbers have-been subjected to public scrutiny, but some
alternative providers claim that the setilement createsa compcuuve advantage in PECO's favor through an
overly generous.recovery of stranded costs. : .

We do not know if the claims are valid or not. However, we believe they raise-an issue too important to.be
ignored. At a minimum, the issue of stranded costs should be the subject of a full evidentiary proceeding

at which PECO should explain and justify the stranded cost recovery it seeks.

AFFILIATED WITH THE NATIONAL RETAIL FEDERATION
Received Time Sep. 8. 'Z:}3PM Print Time Sep. G 2:l5PM
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The Honorable Thomas J. Ridge _ ' |
September 8, 1997 ‘
Page Two

You have publicly urged the PUC to move quickly in reviewing this sctdement. We share your desirc to see
rate reductions delivered to electricity users in Southeastern Pennsylvania as-expeditiously as possible.
However, we must respectfully suggest that a more deliberate approach is warranted and ask your support
for a full Public Utilities Commission review of the stranded cost issue.

Sincerely,

2o

" Brian A. Rider . o - | i
President . ‘ '

BAR/rlm '

[ Y

| Received Time  Sep 8- 2.0 Print Time - Sep 8 2:[5PM



COMMQIWEALTH OF PENNSYLV’IIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
., PO. BOX 3265, HARRISBURG, PA 17105-3265

N REPLY PLEASE
REFER TO QUR FILE

September 15, 1997

I iRAL RIS
LU UM ?5:}
COLDER /73
' Fad LR R

Mr. Edward B. Cannon
President .
Building Owners and Managers Association
Suite 1560 Center City Tower Kan

650 Smithfield Street
Pittsburgh, PA 15222

Dear Mr. Cannon:

Thank you for your recent letter of September 4, 1997, to Governor Tom
Ridge concerning the PECO Energy Company’s proposed settlement filed in its rate
restructuring proceeding.

Please know that this is currently pending before the Commission and,
therefore, I am unable to address the merits of the settlement. Please know that 1 have taken
the liberty of forwarding your letter to the Acting Secretary of the Commissicn in order-for
the views of the Pennsylvania Retailers’ Association to be entered into the official record

involving this proceeding.

Thank you again for the benefit of your thinking on this issue.

DOCKETED
SEP_‘IQ mr
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Director of Legislative Affairs

cc: The Hon. Tom Ridge 5—5_1 A
Chairman John Quain =i 2
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aunmmé OWNERS September 4, 1997
Suits 1560 Center City Tower

AND MANAGERS Suite 1300 Cener Ci

ASSOCIATION Pituburgh, PA 15202

The Honorable Tom Ridge
Governor Of Pennsylvania

225 Main Capitol Building

'Harrisburg, PA 17120

PITTSBURGH

Dear Governor Ridge:

When you signed into law The Electricity Generation Customer Choice and Competition Act, BOMA
Pittsburgh joined in the optimism that electric deregulation would provide a truly competitive market
in our Commonwealth. We are disappointed to learn that you are supporting the PECO-Fumo partial
settlement agreement. It is also of grave concern to our membership that this settlement is reportedly
being hailed as a model for the rest of the state. In our view, this settlement agreement seriously
hinders the establishment of a competitive market and undermines the original intent of your
legislation to provide electric utility supplier choices thereby lowering the cost of electricity and re-
establishing ap atiractive economic development climate in Pennsylvania.

Pittsburgh, like Philadelphia, has suffered under some of the highest electric rates in the nation. Our
~ expectations of electric deregulation are lower rates and choice in suppliers. Our reading of the -
proposed settlement indicates an effective elimination of true competition in part by subsidizing
PECO’s unverified, possibly inflated, and unjustified stranded cost claims. We firmly believe that all
stranded cost claims should be independently-audited as part.of any determination for recovery.
Leaving the stranded-cost issue as a nebulous catch-all virtually strands Pennsylvanians as captive
- ratepayers instead of true customers. ' _

The 10% rate reduction in exchange for the ability to collect $5.4 billion in "stranded costs" virtually
extinguishes any economic incentive for outside competition aud sets an unpalatable precedent for

. Pennsylvania and the nation. Electric Deregulation-was.a hot topic at our recent BOMA International
. Convention, It was clear that many states are watching the manner in which deregulation is addressed

in Pennsyilvania.

We understand that the Governor of Pennsylvania cannot be involved in the minutia of every issue;
however, we are requesting that you and your staff, the Consumer Advocate and the Smali Business
Advocate re-examine the details of this proposed settlement and its consequences. Electric utilities
and their shareholders have enjoyed the fruits of the regulated environment. It is time for them to
work with us to create an ecopomically vibrant Pennsylvania for the future. Special treatment and
special deals which drain our citizens and businesses of vital resources are not in the Commonwealth’s
best interest. We ook to you to ensure fair and reasonable treatment for all.
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C: The Honorable Bob Cranmer
. The Honorable Mike Dawida
The Honorable Lawrence Dunn
Karen Penafiel - BOMA International -
Bob Martin - Presideat, BOMA Philadelphia
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