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ITC SHORTFALL INSURANCE AND REIMBURSEMENT AGREEMENT

THIS ITC SHORTFALL INSURANCE AND REIMBURSEMENT
AGREEMENT (this "Insurance Agreement") is made as of _,199[ 1, by and
among [ITC SHORTFALL PROVIDER], a [ ] corporation (the "Guarantor"), PECO
ENERGY COMPANY, a [ ] corporation (the "Utility") and ENRON ENERGY
SERVICES POWER, INC., a [ ] corporation (the "Company").

PRELIMINARY STATEMENTS

PECO Funding LLC, a special purpose, limited liability company organized
under the laws of the state of [ ] (the "Issuer”) has simultaneously with the execution and
delivery of this Agreement issued and sold transition bonds (the "Transition Bonds") pursuant
to an order of the Pennsylvania Public Utility Commission (the "PUC") dated [ 1.

Payments of principal and interest on the Transition Bonds will be serviced by
the proceeds from the collection by the Servicer of certain payments made by Customers
pursuant to a rate charge (the "ITC Rate") approved by the PUC.

The Servicer is required, pursuant to the terms of the Servicing Agreement, to
periodically apply to the PUC for increases and decreases in the ITC Rate in order to assure
that the aggregate amount of ITC Collections is no more or less than is needed to fund
payments on the Transition Bonds and certain other amounts.

The PUC has determined that it is in the best interest of the Customers that any
increase in the ITC Rate not have a net effect on amounts payable by Customers.

The Guarantor, pursuant to a Fee Letter between the Company and the
Guarantor, has agreed to enter this Agreement and to pay the amounts provided for hereunder
to the Utility, as beneficiary of the Shortfall Insurance Bond.

NOW, THEREFORE, in consideration of the premises and other agreements
herein contained, the parties hereto hereby agree as follows:

ARTICLE I
DEFINITIONS

Section 1.1 General Definitions. The terms defined in this Article I shall have
the meanings provided herein for all purposes of this Insurance Agreement and the Shortfall
Insurance Bond, unless the context clearly requires otherwise, in both singular and plural
form, as appropriate.

" Affiliate” means with respect to any Person, any Person that directly or
indirectly through one or more intermediaries, controls such Person, is controlled by such
Person or is under direct or indirect common control with such Person. As used herein, the



term "control" means possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of a Person, whether through the ownership of voting
securities, by contract or otherwise.

"Bankruptcy Event" means, with respect to any Person, the occurrence of any
of the following: (i) such Person shall commence any case, proceeding or other action (A)
under any existing or future Insolvency Law seeking to have an order for relief entered with
respect to it, or seeking to adjudicate it bankrupt or insolvent, or seeking reorganization,
arrangement, adjustment, winding-up, liquidation, dissolution, composition or other relief with
respect to it or its debts, or (B) seeking appointment of a receiver, trustee, custodian or other
similar official for it or for all or any substantial part of its assets, or such Person shall make a
general assignment for the benefit of its creditors; or (ii) there shall be commenced against
such Person any case, proceeding or other action of a nature referred to in clause (i) above
which shall not have been dismissed, stayed or bonded pending appeal within 90 days from the
entry thereof (provided, that such 90 day period shall not be applicable if such Person is not
actively contesting the merits of such action).

"Business Day" means any day other than a Saturday or Sunday or a day on
which banks are not required or authorized by law or executive order to close in The City of
New York.

"Certificates” means the [ ] Certificates issued by the
[Grantor Trust].

"Closing Date" means the closing date for the purchase of the Certificates.
"Company" has the meaning given to such term in the preamble hereof.
“Default” has the meaning given to such term in Section 6.1 hereof.
“Dollars” means lawful currency of the United States of America.

"Event of Default" has the meaning given to such term in Section [ ] of the
Indenture.

"Excess Collections” means the amounts distributed pursuant to Section [ ] of
the Indenture.

"Fee Letter" means the letter agreement dated the date hereof between the
Guarantor and the Company.

"Guarantor" has the meaning given to such term in the preamble hereof.

"Governmental Body" means any Federal, state, municipal or other
governmental department, commission, board, bureau, agency, ministry, authority or other
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instrumentality of any jurisdiction, domestic or foreign, including but not limited to the United
States.

"Indemnified Liabilities" has the meaning given to such term in Section 2.5(a)
hereof.

"Indenture” means the Indenture dated as of [ ] by and between [ ] for the
issuance of the Transition Bonds. :

“Insolvency Law" means, collectively, with respect to any Person, any
liquidation, insolvency, bankruptcy, suspension of payments, moratorium, reorganization or

similar law applicable to such Person, now or hereafter in effect.

"Insurance Agreement" has the meaning given to such term in the preamble
hereof.

"Issuer” has the meaning given to such term in the Preliminary Statements
hereof.

"Notice For Payment" has the meaning given to such term in the Shortfall
Insurance Bond.

"Past Due Rate" means [ ]%.

"Person" means an individual, a corporation, a partnership, a limited liability
company, an association, a trust or any other entity or organization, including a government or
political subdivision or an agency or instrumentality thereof.

"Premium" has the meaning given to such term in the Fee Letter.

"Premium Amount" has the meaning given to such term in the Fee Letter.

"PUC" has the meaning given to such term in the Preliminary Statements
hereof.

"Rating Agency” means each of [the credit rating agencies rating the
Certificates], its successors and assigns.

"Repayment Amount" has the meaning given to such term in Section 2.4(a)
hereof,

"Requirements of Law" means any law, treaty, rule or regulation, or final
determination of an arbitrator or Governmental Authority, and, when used with respect to any
Person, the certificate of incorporation and by-laws or other organizational or governing
documents of such Person.
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“Servicer" means PECO Energy Company, as Servicer under the Servicing
Agreement or any successor thereunder.

"Shortfall Insurance Bond" means the Shortfall Insurance Bond to be issued by
the Guarantor on the Closing Date.

"Transaction Documents" means, collectively,

L 1.

"Transaction Party" means any of the parties to this Insurance Agreement other
than the Guarantor.

"Transition Bonds" has the meaning given to such term in the Preliminary
Statements hereof.

"Utility" has the meaning given to such term in the preamble hereof.

Section 1.2 Generic Terms. All words used herein shall be construed to be of
such gender or number as the circumstances require. The words "herein", "hereby”, "hereof",
"hereto", "hereinbefore”, and "hereinafter", and words of similar import, refer to this
Insurance Agreement in its entirety and not to any particular paragraph, clause or other
subdivision, unless otherwise specified.

ARTICLE 11
THE SHORTFALL INSURANCE BOND AND REIMBURSEMENT

Section 2.1 Shortfall Insurance Bond. The Guarantor agrees subject to the
satisfaction of the conditions listed in Section 2.2 (in each case, in the reasonable judgment of
the Guarantor) to issue the Shortfall Insurance Bond in the form of Exhibit I hereto on the
Closing Date and to make payments to the Utility in accordance with the terms thereof.

Section 2.2 Conditions Precedent to the Issuance of the Shortfall Insurance

Bond. The issuance by the Guarantor of the Shortfall Insurance Bond under this Insurance
Agreement is subject to the satisfaction of the following conditions:

(a) Payment of Fees and Expenses. The Guarantor shall have been reimbursed,

by or on behalf of the Company, for expenses identified in Section 2.5(a)(i) below as
payable on the Closing Date; provided, that the Guarantor shall have presented
statements of such estimated expenses to the Company by the third Business Day prior
to the Closing Date.

(b) Closing Documents. The Guarantor shall have received a copy of each of
the Transaction Documents, each duly authorized, executed and delivered by each party
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thereto, all in form and substance satisfactory to the Guarantor and the Guarantor's
special counsel.

(¢) Certified Documents and Resolutions. The Guarantor shall have received a
copy of the resolutions or similar authorizations, of each Transaction Party in form and
substance satisfactory to the Guarantor, authorizing the execution, delivery and
performance by such party of the Transaction Documents and this Insurance
Agreement, as applicable, certified by an authorized representative of such party as of
the Closing Date (which certificates shall state that such resolutions are in full force and
effect without modification on the Closing Date and that shareholder consent to the
execution, delivery and performance of such documents is not necessary).

(d) Incumbency Certificate. The Guarantor shall have received a certificate of
an officer of each Transaction Party certifying the name and signatures of the
authorized representatives of such party authorized to execute and deliver this Insurance
Agreement.

(e) Representations and Warranties; Certificate. The representations and

warranties of such Transaction Party in this Insurance Agreement and the other
Transaction Documents to which it is a party shall be true and correct as of the Closing
Date; no Default shall have occurred and be continuing; and the Guarantor shall have
received a certificate of an authorized representative of each Transaction Party to that
effect.

(f) Opinions of Counsel. The Guarantor shall have received opinions
substantially in the form of those attached hereto as Exhibits [ ]

addressed to the Guarantor.

(z) No Litigation, etc. Except as set forth in Schedule [ ] hereof, no suit,
action or other proceeding, investigation, or injunction or final judgment relating
thereto shall be pending or threatened before any court or governmental agency in
which it is sought to restrain or prohibit or to obtain damages or other relief in
connection with any of the Transaction Documents or this Insurance Agreement.

(h) Legality. No statute, rule, regulation or order shall have been enacted,
entered or deemed applicable by any government or governmental or administrative
agency or court which would make the Transaction Documents or this Insurance
Agreement illegal or otherwise prevent the consummation thereof.

(i) No Default. No Default hereunder shall have occurred.

(j) Fee letter. The Company and the Guarantor shall have executed the Fee
Letter in connection with the execution and delivery of this Insurance Agreement.

[Other conditions, as necessary, to be determined by the Transaction Parties]
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Section 2.3 Premium. In consideration of the issuance by the Guarantor of the
Shortfall Insurance Bond, the Company shall pay to the Guarantor a premium in the amount of
the Premium Amount established in the Fee Letter (the "Premium"),

Section 2.4 Reimbursement Obligations. (a} The Guarantor shall be

reimbursed by the Company, subject to Section 2.4(d) hereof, for any payment made under the
Shortfall Insurance Bond in respect of any of the obligations insured thereunder, together in
each case with interest on any and all such amounts remaining unpaid (to the extent permitted
by law, if in respect of any unpaid amounts representing interest) from the date such amounts
were funded by the Guarantor under the Shortfall Insurance Bond until paid in full to the
Guarantor (after as well as before judgment), at a rate per annum equal to the Past Due Rate in
effect on each such day (collectively, the "Repayment Amount"). Any such Repayment
Amount shall be due and payable immediately upon funding by the Guarantor under the
Shortfall Insurance Bond.

(b) All amounts of interest payable to the Guarantor under this Insurance
Agreement shall be calculated on the basis of a 360-day year for the actual number of days
elapsed.

(c) The Guarantor hereby agrees that it shall have no recourse to the Utility
for any amounts owed to it hereunder or under the Shortfall Insurance Bond.

(d) The Guarantor hereby agrees that in the event that the Guarantor is paid
any amounts owing to the Guarantor under this Section 2.4 from Excess Collections pursuant
to the terms of Section [ ] of the Indenture, the Company's obligation to make payment of
such amounts owing to the Guarantor under this Section 2.4 shall be discharged to the extent
of the payments made under the Indenture; provided that if the Company has previously paid
any amounts to the Guarantor under Section 2.4(a) hereof and (i) the Guarantor receives any
amounts from Excess Collections pursuant to Section [ ] of the Indenture and (ii) at such time
the Company either does not owe any amounts to the Guarantor pursuant to Section 2.4(a)
hereof or owes amounts that are less than the amounts received by the Guarantor pursuant to
the Indenture, then the Guarantor will reimburse such amounts, or the excess of such amounts,
as applicable, to the Company.

Section 2.5 Agreement to Pay Fees, Costs, Expenses, etc.; Indemnification;

Contribution. (a) In addition to any and all rights of reimbursement, subrogation or any other
rights pursuant to this Insurance Agreement or the Shortfall Insurance Bond, or under law or
equity, the Company, whether or not the Guarantor issues the Shortfall Insurance Bond,
agrees:

(i) to pay or reimburse the Guarantor for all of its reasonable
out-of-pocket costs, expenses and disbursements (including, without limitation, travel
fees, attorneys' fees and accountants' fees) incurred in connection with the negotiation,
preparation, execution and delivery of (A) this Insurance Agreement, the Shortfall
Insurance Bond and any other documents prepared or entered into in connection
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herewith or therewith and (B) for all Rating Agency fees and expenses incurred at any
time by the Guarantor in connection with the documents, instruments and agreements
described in clauses (A) and (B) above, and the transactions contemplated thereby,

(ii) to pay, indemnify, and hold the Guarantor harmless from, any and all
recording and filing fees and any and all liabilities with respect to, or resulting from
any delay in paying, any tax, assessment or other governmental charge that may be
payable or determined to be payable in connection with the execution and delivery of,
the consummation or administration of, any amendment, supplement or modification
of, any waiver or consent under or in respect of, any payment made or to be made
under or respect of or any transaction contemplated by any Transaction Document or
any other documents, prepared or entered into in connection herewith or therewith, and

(iii) to pay, indemnify, and hold the Guarantor and its respective Affiliates
and the officers, directors, employees of any of them or any of their respective
Affiliates (each an "Indemnitee") harmless from and against any and all out-of-pocket
liabilities (including penalties), obligations, losses, damages, actions, suits, demands,
claims, judgments, costs, expenses or disbursements of any kind or nature whatsoever
that arise out of or in any way relate to or result from or out of (A) the transactions
contemplated by any Transaction Document, this Insurance Agreement or any other
documents prepared or entered into in connection herewith or therewith, or (B) any
investigation or defense of, or participation in, any legal proceeding relating to the
execution, delivery, enforcement, performance or administration of any Transaction
Document or any such other documents (whether or not such Indemnitee is a party
hereto or thereto) or (C) the negligence, bad faith, wilful misconduct, misfeasance or
theft committed by a director, officer, employee or agent of the Company in
connection with or relating to the Transaction Documents or the transactions
contemplated therein, or (D) any breaches of agreements, representations and
warranties with respect to the Transaction Documents by any Transaction Party.

(All of the foregoing, collectively, being the "Indemnified Liabilities");
provided that the Company shall have no obligation hereunder to any Indemnitee with respect
to Indemnified Liabilities arising from the gross negligence or wilful misconduct of any
Indemnitee. Any payments required to be made by the Company under this Section 2.5 shall
be due [ ] Business Days after demand therefor.

(b) The indemnity provisions of this Section 2.5, as well as the
reimbursement provisions set forth in Section 2.4, shall survive the termination of this
Insurance Agreement.

(c) If the indemnification provided for in this Section 2.5 is unavailable to
or insufficient to hold harmiess an Indemnitee under subsection (ii) or (iii) above in respect of
any Indemnified Liabilities (or actions in respect thereof) referred to therein, then the
Company, in lieu of indemnifying such Indemnitee, shall contribute to the amount paid or
payable by such Indemnitee as a result of such Indemnified Liabilities {or actions in respect
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thereof) in such proportion as is appropriate to reflect the relative benefits received by the
Company, on the one hand, and the Guarantor on the other, from the transactions
contemplated by the Transaction Documents. If, however, the allocation provided by the
immediately preceding sentence is not permitted by applicable law, then the Company shall
contribute to such amount paid or payable by such Indemnitee in such proportion as is
appropriate to reflect not only relative benefits but also the relative fault of the Company, on
the one hand, and the Guarantor, on the other, in connection with the transactions which
resulted in such Indemnified Liabilities (or actions in respect thereof), as well as any other
relevant equitable considerations. The Company and the Guarantor agree that it would not be
just and equitable if contributions pursuant to this subsection (c) were determined by pro rata
allocation or by any other method of allocation which does not take account of the equitable
considerations referred to above in this subsection (c). Notwithstanding the foregoing, the
Guarantor shall not be obligated to contribute, in the aggregate, any amount hereunder in
excess of the amount of Premium paid to the Guarantor pursuant to the terms of this Insurance
Agreement. The amount paid or payable by an Indemnitee as a result of the Indemnified
Liabilities (or actions in respect thereof) referred to above in this subsection (c) shall be
deemed to include, subject to the limitations set forth above, any legal or other expenses
reasonably incurred by such Indemnitee in connection with investigating or defending any such
action or claim.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF
THE TRANSACTION PARTIES

Section 3.1 Representations and Warranties of the Transaction Parties. Each of

the Transaction Parties represents and warrants to the Guarantor as of the date hereof that:

(@) Such party is a company duly organized and validly existing under the laws.
of the state of its incorporation, has full corporate power, authority and legal right to
execute, deliver and perform its obligations under this Insurance Agreement and has
obtained all licenses and approvals, in each jurisdiction necessary for it to perform its
obligations hereunder.

(b) The execution, delivery and performance of the Transaction Documents and
the consummation of the transactions provided for in the Transaction Documents have
been duly authorized by all necessary corporate action on the part of such party.

(¢} This Insurance Agreement constitutes the legal, valid and binding obligation
of such party, enforceable against it in accordance with its terms, except as the
enforceability thereof may be subject to bankruptcy, suspension of payments,
insolvency, fraudulent transfer, reorganization, moratorium or other similar laws now
or hereinafter in effect relating to creditors' rights generally, and except as such
enforceability may be limited by general principles of equity (whether considered in a
suit at law or in equity).
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(d) Each of the Transaction Documents to which it is a party constitutes the
legal, valid and binding obligations of such party enforceable against it in accordance
with their respective terms, except as the enforceability thereof may be subject to
bankruptcy, suspension of payments, insolvency, fraudulent transfer, reorganization,
moratorium or other similar laws now or hereinafter in effect relating to creditors'
rights generally, and except as such enforceability may be limited by general principles
of equity (whether considered in a suit at law or in equity).

(e) The execution, delivery and performance of this Insurance Agreement and
the performance of the transactions contemplated hereby and the fulfillment of the
terms hereof applicable to it, do not (i) conflict with or violate any Requirements of
Law applicable to such party, (ii) conflict with or violate its bylaws, (iii) violate any
provision of, or require any authorization, consent, license, order or approval of or
registration or declaration with, any Governmental Authority, (iv) conflict with, result
in a breach of the terms and provisions of, or constitute (with or without notice or lapse
of time or both) a default or require any consent under, any indenture, contract,
agreement, mortgage, deed of trust or any other instrument to which such party is a
party or by which it or its properties may be bound, or (v) result in, or require, the
creation or imposition of any adverse claim upon or with respect to any of the
properties now owned or hereafter acquired by such party.

(f) Except as set forth in Schedule [ ] hereto, there are no proceedings or, to
the best knowledge of such party, investigations pending or threatened against such
party, before any Governmental Authority (i) asserting the illegality, invalidity or
unenforceability, or seeking any determination or ruling that would affect the legality,
binding effect, validity or enforceability, of this Insurance Agreement or any of the
Transaction Documents, (ii) seeking to prevent the consummation of any of the
transactions contemplated by this Insurance Agreement or any of the Transaction
Documents or (iii) seeking any determination or ruling that 1s reasonably likely to
materially and adversely affect the performance by such party of its obligations under
this Insurance Agreement.

(g) Each of the representations and warranties of such party set forth in the
Transaction Documents is hereby incorporated by reference, is made to the Guarantor
as if such representation and warranty was set forth herein and is true and correct as of
the date hereof.

(h) To the best of such party's, knowledge, there exists no Default and no
condition, event or act which with the giving of notice and/or the lapse of time and/or
any determination or certification would constitute an Event of Default.

(i) All consents, approvals (including shareholder approval, if necessary),
authorizations or other orders of all regulatory authorities required (excluding any
required by the other parties to the Transaction Documents) for or in connection with
the execution, delivery and performance of the Transaction Documents by such party
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have been obtained and are in full force and effect and not contingent upon fulfillment
of any condition.

Section 3.2 Survival of Representations and Warranties. The representations

and warranties made pursuant to Section 3.1 hereof shall survive the date hereof. Upon
discovery by any Transaction Party of a material breach of any of the foregoing
representations and warranties, such Transaction Party shall give prompt written notice to the
Guarantor.

ARTICLE IV
COVENANTS

Section 4.1 Covenants.

[Covenants, if necessary, to be determined by the Transaction Parties]

ARTICLE V
FURTHER AGREEMENTS

Section 5.1 Reinsurance and Assignments. (a) The Guarantor shall have the

right to sell participations in its rights under this Insurance Agreement and to enter into
contracts of reinsurance with respect to any Guarantee, provided that the Guarantor agrees that
any such disposition will not alter or affect in any way whatsoever the Guarantor's direct
obligations hereunder and under the Shortfall Insurance Bond, and will not alter or affect in
any way whatsoever the rights and obligations of any Transaction Party hereunder.

(b) No Transaction Party may assign its obligations under this Insurance
Agreement without the prior written consent of the Guarantor.

Section 5.2 Lijability of the Guarantor. Each Transaction Party agrees that

none of the Guarantor, any of its Affiliates, or any of their respective officers, directors,
agents or employees, shall be liable or responsible for (except to the extent of its own gross
negligence, wilful misconduct or bad faith): (a) the use which may be made of the Shortfall
Insurance Bond by or for any acts or omissions of another Person in connection therewith or
(b) the validity, sufficiency, accuracy or genuineness of any documents delivered to the
Guarantor in connection with a drawing on the Shortfall Insurance Bond, or of any
endorsement(s) thereon, even if such documents should in fact prove to be in any or all
respects invalid, insufficient, fraudulent or forged. In furtherance and not in limitation of the
foregoing, the Guarantor may accept documents that appear on their face to be in order,
without responsibility for further investigation.

Section 5.3 No Institution of Bankruptcy. The Guarantor shall not take any

action or institute any proceeding against the Issuer under any Insolvency Law applicable to
the Issuer or which would be reasonably likely to cause the Issuer to be subject to, or seek the
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protection of, any such Insolvency Law; provided that the Guarantor may become party to and
participate in any proceeding or action under any such Insolvency Law that is initiated by any
Person other than one of its Affiliates.

Section 5.4 QObligations Absolute. The obligations of each Transaction Party
pursuant to this Insurance Agreement are absolute and unconditional and will be paid or
performed strictly in accordance with the respective terms hereof, irrespective of:

(a) any lack of validity or enforceability of, or any amendment or other
modifications of, or waiver with respect to, the Transaction Documents (other than this
Insurance Agreement);

(b) any amendment or waiver of, or consent to departure from, the Shortfall
Insurance Bond or the Transaction Documents to the extent such do not result in a
default with respect to payment under the Shortfall Insurance Bond;

(c) the existence of any claim, set off, defense or other rights they may have at
any time against any other Transaction Party, any beneficiary or any transferee of the
Shortfall Insurance Bond (or any person or entities for whom any Transaction Party,
any beneficiary or any such transferee may be acting), the Guarantor or any other
person or entity whether in connection with the Shortfall Insurance Bond, the
Transaction Documents or any unrelated transactions;

(d) any statement or any other document presented under the Shortfall
Insurance Bond (including any Notice for Payment) proving to be forged, fraudulent,
invalid or insufficient in any respect or a statement therein being untrue or inaccurate in
any respect whatsoever, subject to any gross negligence, misconduct or bad faith on the
part of the Guarantor;

(e) the inaccuracy or alleged inaccuracy of any Notice for Payment upon which
any drawing under the Shortfall Insurance Bond is based, subject to any gross
negligence, misconduct or bad faith on the part of the Guarantor;

(f) the bankruptcy or insolvency of the Guarantor or any other party;

(g) any default or alleged default of the Guarantor under the Shortfall Insurance
Bond other than a default with respect to payment thereunder;

(h) any defense based upon any nonapplication or misapplication of the
proceeds of any drawing upon the Shortfall Insurance Bond;

@) as to the Guarantor's obligations to the Utility under the Shortfall

Insurance Bond, any default or breach by the Company in any of its obligations
hereunder; or
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() any other circumstance or happening whatsoever, provided that the same
shall not have constituted negligence, bad faith, willful misconduct or misfeasance of
the Guarantor or to the extent that such do not result in a default with respect to
payment under the Shortfall Insurance Bond.

ARTICLE VI
EVENTS OF DEFAULT

Section 6.1 Defaults. The occurrence of any of the following events shall
constitute a "Default" hereunder:

(a) the Guarantor shall fail to receive any amount owed to the Guarantor
hereunder, which failure shall continue beyond the date upon which the Transition
Bonds are no longer outstanding; or

(b) any of the representations or warranties made by the Transaction Parties
under this Insurance Agreement or any of the Transaction Documents to which it is a
party shall have been materially faise or misleading when made or deemed made; or

(c¢) any Transaction Party shall fail to perform or to comply with any of its
obligations hereunder or any other material obligations, covenants or agreements under
any of the Transaction Documents to which it is a party; or

{d) a finding or a ruling by any Governmental Body or agency thereof that this
Insurance Agreement is not binding on any Transaction Party.

Section 6.2 Remedies. In addition to any other rights and remedies which the
Guarantor may have hereunder (including, without limitation, its rights under Section 5.4
hereof), upon the occurrence of a Default, the Guarantor may declare any amounts owed to it
by the Company hereunder to be immediately due and payable.

ARTICLE VII
MISCELLANEOQOUS

Section 7.1 Amendments, Etc. No amendment, modification or waiver of any
provision of this Insurance Agreement, nor consent to any departure therefrom, shall in any
event be effective unless in writing and signed by each of the parties hereto, and no
amendment, modification or waiver of any provision of the Shortfall Insurance Bond, or any
consent to any departure therefrom, shall in any event be effective unless in writing and signed
by each of the parties hereto; provided that in each case any waiver so granted shall extend
only to the specific event or occurrence so waived and not to any other similar event or
occurrence which occurs subsequent to the date of such waiver.

-12.



Section 7.2 Communications. All notices and other communications provided
for in this Insurance Agreement shall be sent, if practicable, by confirmed telecopy (with hard
copy sent on the same day by overnight courier) and, otherwise, by overnight courier service
prepaid to a Person at its address specified below. A communication shall be addressed, until
such time as a Person shall have notified the other parties of a change of address:

If to the Guarantor:
If to the Utility:

If to the Company:

Section 7.3 No Waijver, Remedies and Severability. No failure on the part of

the Guarantor to exercise, and no delay in exercising, any right hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any such right preclude any other or
further exercise thereof or the exercise of any other right. The remedies herein provided are
cumulative and not exclusive of any remedies provided by law. The parties further agree that
the holding by any court of competent jurisdiction that any remedy pursued by the Guarantor
hereunder is unavailable or unenforceable shall not affect in any way the ability of the
Guarantor to pursue any other remedy available to it. In case any one or more of the
provisions contained in this Insurance Agreement or in any instrument contemplated hereby, or
any application thereof, shall be invalid, illegal or unenforceable in any respect, the validity,
legality and enforceability of the remaining provisions contained herein and therein, and any
other application thereof, shall not in any way be affected or impaired thereby.

Section 7.4 Payments. All payments to the Guarantor hereunder shall be made
in U.S. dollars, in immediately available funds and shall be made priorto [ ] (New York

City time) on the date such payment is due by wire transfer to

[ ], or to such other office or
account as the Guarantor may direct. Payments received by the Guarantor after [ ] (New
York City time) shall be deemed to have been received on the next succeeding Business Day,
and such extension of time shall be included in the computation of interest, if any, in
connection with such payment.

Whenever any payment under this Insurance Agreement shall be stated to be due
on a day which is not a Business Day, such payment shall be made on the next succeeding
Business Day, and such extension of time shall in such cases be included in computing interest
or fees, if any, in connection with such payment.

Section 7.5 Termination. This Insurance Agreement shall create and constitute
continuing obligations of each Transaction Party and the Guarantor in accordance with its
terms, and such obligations will terminate on the date on which the Shortfall Insurance Bond
has terminated in accordance with the provisions thereof. Any termination of this Insurance
Agreement will be effective only upon the delivery to the Guarantor of the Shortfall Insurance
Bond, whereupon such Shortfall Insurance Bond will be canceled and the Guarantor's
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liabilities thereunder will cease. Thé provisions of Section 5.4 hereof, and similar provisions
contained in this Insurance Agreement, shall survive the termination of this Insurance
Agreement and the termination of the Shortfall Insurance Bond.

SECTION 7.6 JURISDICTION AND PROCESS. EACH TRANSACTION
PARTY AGREES THAT ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF
OR RELATING TO THIS INSURANCE AGREEMENT OR ANY OTHER TRANSACTION
DOCUMENT OR ANY OTHER DOCUMENT EXECUTED IN CONNECTION
HEREWITH OR THEREWITH, OR ANY LEGAL ACTION OR PROCEEDING TO
EXECUTE OR OTHERWISE ENFORCE ANY JUDGMENT OBTAINED AGAINST ANY
TRANSACTION PARTY, FOR BREACH HEREOF OR THEREOF, OR AGAINST ANY
OF ITS PROPERTIES, MAY BE BROUGHT IN THE COURTS OF THE STATE OF NEW
YORK OR THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT
OF NEW YORK BY THE GUARANTOR OR ON BEHALF OF THE GUARANTOR AS
THE GUARANTOR MAY ELECT, AND EACH TRANSACTION PARTY HEREBY
IRREVOCABLY AND UNCONDITIONALLY SUBMITS TO THE NON-EXCLUSIVE
JURISDICTION OF SUCH COURTS FOR PURPOSES OF ANY SUCH LEGAL ACTION
OR PROCEEDING. IN ADDITION, EACH TRANSACTION PARTY HEREBY
(A) IRREVOCABLY WAIVES TO THE FULLEST EXTENT PERMITTED BY LAW, ANY
OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF
VENUE OF ANY SUIT, ACTION OR PROCEEDING ARISING OUT OF OR RELATING
TO THIS INSURANCE AGREEMENT, ANY OTHER TRANSACTION DOCUMENT OR
ANY OTHER DOCUMENT EXECUTED IN CONNECTION HEREWITH OR
THEREWITH BROUGHT IN THE BOROUGH OF MANHATTAN, THE COURTS OF
THE STATE OF NEW YORK OR THE UNITED STATES DISTRICT COURT FOR THE
SOUTHERN DISTRICT OF NEW YORK, AND ANY CLAIM THAT ANY SUCH SUIT,
ACTION OR PROCEEDING BROUGHT IN ANY SUCH COURT HAS BEEN BROUGHT
IN AN INCONVENIENT FORUM AND (B) TO THE FULLEST EXTENT PERMITTED
BY LAW, HEREBY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY
LEGAL PROCEEDING ARISING QUT OF OR RELATING TO THIS INSURANCE
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 7.7 GOVERNING LAW. This Insurance Agreement shall be governed
by and construed in accordance with the laws of the State of New York.

Section 7.8 Counterparts. This Insurance Agreement may be executed in one
or more counterparts, each of which shall be deemed to be an original but all of which
together shall constitute one and the same instrument.

Section 7.9 Headings. The headings in this Insurance Agreement are for
convenience of reference only and shall not limit or otherwise affect any of the terms hereof.

Section 7.10 Successors and Assigns. This Insurance Agreement shall bind and
inure to the benefit of and be enforceable by each Transaction Party and its permitted
successors and assigns hereunder and the Guarantor and its successors and assigns.
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IN WITNESS WHEREOF, the parties hereto have executed this Insurance
Agreement, all as of the day and year first above mentioned.

[ITC SHORTFALL PROVIDER]

By:

Name:
Title:

PECO ENERGY COMPANY

By:

Name:
Title:

ENRON ENERGY SERVICES POWER, INC.

By:

Name:
Title:
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EXHIBIT 1

FORM OF
fITC SHORTFALL PROVIDER]

Shortfall Insurance Bond

Date of Issuance | ], 199[ ]

Shortfall Insurance Bond Number

Re: [PECO Special Purpose Entity] (the "Issuer")

Insured Amounts:  The amount, on any Payment Date, by which the aggregate ITC
Collections payable following an ITC Rate increase exceeds the
aggregate amount of ITC Collections that would have been payable
absent such ITC Rate increase; provided that such amount shall not
exceed $[ 1" in the aggregate over the life of the Transition Bonds (the
"ITC Shortfall Cap").

Beneficiary: PECO Energy Company, a[ ] corporation (the "Utility").

[ITC SHORTFALL PROVIDER] (the "Guarantor"), for good and valuable
consideration, receipt of which is hereby acknowledged, hereby unconditionally and
irrevocably guarantees to the Utility, subject only to the terms of this shortfall insurance bond
and any endorsement hereto (the "Shortfall Insurance Bond"), the full and complete payment
by the Guarantor of the Insured Amounts.

For all purposes of this Shortfall Insurance Bond, unless otherwise defined
herein, capitalized terms used herein shall have the meanings provided in the ITC Shortfall
Insurance and Reimbursement Agreement, dated as of | ], by and among the
Guarantor, the Utility and Enron Energy Services Power, Inc. unless the context shall
otherwise require. '

The Guarantor will pay any amount payable hereunder in respect of Insured
Amounts out of funds of the Guarantor by [ ], New York City time, on the second Business
Day following Receipt (as defined below) on a Business Day by the Guarantor at its designated

! Amount to be determined by the Rating Agencies as set forth in Statement No. 8,
Testimony of Andrew S. Fastow, page 8.
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offices in [ ] of a notice of payment in the form of Exhibit A hereto (a
"Notice for Payment"), appropriately completed and executed by the Beneficiary.

For purposes of this Shortfall Insurance Bond, the term "Business Day" shall
mean any day other than a Saturday or Sunday or a day on which banks are not required or
authorized by law or executive order to close in the City of New York.

The terms "Receipt" and "Received" with respect to this Shortfall Insurance
Bond shall mean actual delivery to the Guarantor prior to [ ], New York City time, on a
Business Day. Delivery either on a day that is not a Business Day, or after | ], New
York City time, on a Business Day, shall be deemed to be Received on the next succeeding
Business Day. In all cases, “actual delivery" to the Guarantor shall require (i) the delivery of
the original Notice for Payment, notice or other applicable documentation to the Guarantor at
its address set forth below, or (i) facsimile transmission of the original Notice for Payment,
notice or other applicable documentation to the Guarantor at its facsimile number set forth
below. In the case of either (i) or (ii} above, the Beneficiary shall (i) simultaneously confirm
delivery or transmission by telephone with the Guarantor at its telephone number set forth
below, and (ii) in the case of facsimile transmission, as soon as reasonably practicable, deliver
the original Notice for Payment, notice or other applicable documentation to the Guarantor at
its address set forth below. If any Notice for Payment, notice or other applicable
documentation actually delivered (or attempted to be delivered) under this Shortfall Insurance
Bond by the Beneficiary is not in proper form or is not properly completed, executed or
delivered, or is otherwise insufficient for the purpose of making a claim hereunder, Receipt of
the Guarantor shall be deemed not to have occurred, and the Guarantor shall promptly so
advise the Beneficiary, which may submit an amended Notice for Payment, notice or other
applicable documentation, as the case may be, to the Guarantor,

Payments due hereunder in respect of Insured Amounts will be disbursed to the
Beneficiary by wire transfer in immediately available funds to the following account at:
[ ]; or to such other
account as the Beneficiary shall specify in writing to the Guarantor at the time of or prior to
the delivery of the Notice for Payment in respect of such Insured Amounts.

The Guarantor's obligations hereunder in respect of Insured Amounts shall be
discharged to the extent funds are transferred to the Beneficiary as provided herein, whether or
not such funds are properly applied by the Beneficiary.

At any time during the Term of the Shortfall Insurance Bond, the Guarantor
may appoint a fiscal agent (the "Fiscal Agent") for purposes of this Shortfall Insurance Bond
by written notice to the Beneficiary, specifying the name and notice address of such Fiscal
Agent. The Guarantor may replace such Fiscal Agent with a new Fiscal Agent by written
notice to the Beneficiary, specifying the name and notice address of such new Fiscal Agent.
From and after the date of receipt of either such notice by the Beneficiary, copies of all notices
and documents required to be delivered to the Guarantor pursuant to this Shortfall Insurance
Bond shall be simultaneously delivered to the Fiscal Agent or new Fiscal Agent, as the case
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may be, and to the Guarantor. All payments required to be made by the Guarantor under this
Shortfall Insurance Bond may be made directly by the Guarantor or by the Fiscal Agent on
behalf of the Guarantor. The Fiscal Agent is the agent of the Guarantor only and the Fiscal
Agent shall in no event be liable to the Beneficiary for any failure of the Guarantor to deposit,
or cause to be deposited, sufficient funds to make payments due under this Shortfall Insurance
Bond.

This Shortfall Insurance Bond is neither transferable nor assignable.

All notices, presentations, transmissions, deliveries and communications made
by the Beneficiary to the Guarantor with respect to this Shortfall Insurance Bond shall
specifically refer to the number of this Shortfall Insurance Bond, shall be in writing (except as
otherwise specifically provided herein) and shall be mailed by registered mail, personally
delivered or telecopied to the Guarantor as follows:

[Guarantor information]

or such other address, officer, telephone number or facsimile number as may be designated by
the Guarantor in writing from time to time. Each such notice, presentation, transmission,
delivery and communication shall be effective only upon Receipt by the Guarantor.

The obligations of the Guarantor under this Shortfall Insurance Bond are
irrevocable, primary, absolute and unconditional (except as expressly provided herein).

The Premium (as defined in Section 2.3 of the Insurance Agreement) paid in
respect of this Shortfall Insurance Bond is not refundable for any reason whatsoever.

To the fullest extent permitted by applicable law, the Guarantor hereby waives
and agrees not to assert any and all defenses, set-offs and counterclaims including, without
limitation, any such rights acquired by subrogation, assignment or otherwise, only in the event
any such defenses, set-offs and counterclaims may be available to the Guarantor so as to deny
payment of any amount due in respect of this Shortfall Insurance Bond.

This Shortfall Insurance Bond and the obligations of the Guarantor hereunder
shall terminate upon the expiration of the Term of the Shortfall Insurance Bond. The "Term

of the Shortfall Insurance Bond" means the period from and including the Date of Issuance to
and including the earliest of the date on which the Transition Bonds are no longer outstanding.

This Shortfall Insurance Bond shall be returned to the Guarantor by the
Beneficiary upon its termination together with a notice substantially in the form of Exhibit B
hereto.

THIS SHORTFALL INSURANCE BOND IS NOT COVERED BY THE
PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE
SEVENTY-SIX OF THE NEW YORK STATE INSURANCE LAW.
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This Shortfall Insurance Bond sets forth in full the undertaking of the
Guarantor, and shall not be modified, altered or affected by any other agreement or
instrument, including any modification or amendment thereto, or by the merger, consolidation
or dissolution of the Beneficiary or any other Person and may not be canceled or revoked prior
to the time it is terminated in accordance with the express terms hereof.

THIS SHORTFALL INSURANCE BOND SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK.



IN WITNESS WHEREOQF, the Guarantor has caused this Shortfall Insurance
Bond No. [ ] to be executed on the date first written above.

[ITC SHORTFALL PROVIDER]

By:

Name:
Title:



EXHIBIT A TO SHORTFALL INSURANCE BOND NO.

NOTICE FOR PAYMENT
UNDER THE
SHORTFALL INSURANCE BOND NO.

The undersigned individual, a duly authorized officer of PECO Energy Company, (the
"Beneficiary"), hereby certifies to [ITC Shortfall Provider] (the "Guarantor"), with reference
to the Shortfall Insurance Bond No, dated [ ] (the "Shortfall Insurance
Bond"; terms defined in the Shortfall Insurance Bond being used herein as used or defined
therein unless otherwise defined herein), as follows:

1. The Beneficiary is entitled to make a demand under the Shortfall
Insurance Bond pursuant to the Insurance Agreement in respect of -a payment guaranteed by the
Shortfall Insurance Bond.

2. This notice relates to the [insert date] Payment Date.

3. The Beneficiary demands payment of $ (the "Shortfall"), being
the amount of Insured Amounts owing under the Shortfall Insurance Bond.

4, The aggregate amount of payments made on this Shortfall Insurance
Bond has been $[ ] and such amount, including the Shortfall requested pursuant to this
Notice of Payment, will not exceed the ITC Shortfall Cap.

5. The amount demanded hereunder is to be paid by wire transfer to

i I

IN WITNESS WHEREOF, this notice has been executed this day of

’

PECO ENERGY COMPANY, as Beneficiary

By:

Name:
Title:



EXHIBIT B TO SHORTFALL INSURANCE BOND NO.

Dear Sirs:

Reference is made to that certain Shortfall Insurance Bond No. dated

[ ] (the "Shortfall Insurance Bond"; terms defined in the Shortfall Insurance

Bond being used herein as used or defined therein unless otherwise defined herein}, which has
been issued by [ITC Shortfall Provider] (the "Guarantor") in favor of PECO Energy Company
(the "Beneficiary").

The undersigned hereby certifies and confirms that the Term of the Shortfall
Insurance Bond has expired.

The original of the Shortfall Insurance Bond is enclosed herewith.

PECO ENERGY COMPANY, as Beneficiary

By:

Name:
Title:
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Dear Secretary McNulty:
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Data Request of November 14, 1997.
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UEC 01 1997
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Consumer Advocate
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The Office of Consumer Advocate (OCA) is in receipt of the Commission’s data
requests of November 14, 1997, requesting PECO, Enron, and any other parties who so desire to
perform a series of calculations based on assumptions contained in the data requests. The
Commission also requests the parties to “comment™ on a sample analysis that is attached to the data
requests.

The OCA is currently involved in all 11 electric restructuring proceedings before the
Commission as well as a host of generic and rulemaking proceedings. The OCA is not in a position
to prepare an analysis of the various restructuring plans in this case on the basis of the assumptions
set forth in these data requests. There is a more than ample record for the Commission to determine
the relative merits of the various proposals that have been submitted by the parties in this case without
resort to this additional set of data that has not been adequately reviewed on the record in this case.

The OCA feels compelled to comment, however, on the sample analysis that purports
to show that the original PECO filing produces greater savings to consumers than either the Partial
Settlement or (in three of four cases) the Enron Choice Plan. The fundamental problem with this
analysis is that it makes assumptions about the various scenarios that are internally inconsistent and
that produce meaningless comparisons.

For example, the Commission may recall that in the initial PECO Securitization case
filed in January 1997, the OCA and PAIEUG proposed that, if the Commission were to allow a 10-
year securitization of PECO stranded assets, the Commission should also require PECO to agree to
a 10-year generation rate cap. The Commission rejected the OCA and PAIEUG request. In the
Partial Settlement in the present case, however, PECO has agreed to a 10-year generation rate cap,

but with the cap increasing in the last three years at the same rate (five percent and ten percent) as
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the rate cap is reduced in the first three years of the Partial Settlement. In Column ! of the
Commission data request analysis, however, this additional rate cap protection -- which the
Commission had denied consumers in the securitization case -- is treated as nearly a billion dollars
of rate increases over the last three years of the Partial Settlement. This analysis mistakenly equates
the rate caps with rate increases, even though the Partial Settlement clearly permits customers to
avoid those rates By purchasing power elsewhere and indeed requires PECO to lower those default
generation rates if its own competitive generation offerings are lower. Obviously, if PECO customers
pay lower generation prices in the alternative scenanos than the PECO generation rate cap in Column
1, then the “savings” would be greater. But the question then is why would all of PECQ’s customers
pay the higher generation price in Column 1 when generation is available at lower market prices,
particularly when the Partial Settlement requires PECO to base its default generation rate on those
lower market prices. Moreover, in the absence of the rate cap in the Partial Settlement, how can the
Commussion state with any assurance that PECO customers would not pay more in the years 2006-
2008 if the PECO original plan had been stamped “approved.” The consumer parties sought and
obtained this additional rate cap protection that had been fejected by the Commission in the
securitization case, yet in the Commission’s data request analysis, this concession is perversely
treated as a nearly 31 billion penalty against the Partial Settlement.

The Commission analysis also simply assumes that the T&D rate cap until the year
2004 that was negotiated in the paﬂiaj Settlement would apply equally under the Company’s original
filing, when in fact the Company’s original filing had a hiéher T&D rate to begin with and there is
absolutely no assurance that the Company would not seek to increase those rates between 2001 and

2004.
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In addition, by assurhing a 1% annual load growth, the Commission analysis inherently
favors a reconcilable CTC as contained in the original filing, as compared to the non-reconcilable
CTC contained in the Partial Settlement. If the new competitive energy services market creates
opportunities for energy savings, particularly by large sophisticated commercial and industrial
customers, a reconcilable CTC will simply pass those lost CTC revenues onto other customers until
they are fully collected by the Company.

Most importantly, however, what the Commission analysis fails to recognize is that
the original PECO filing treated the generation market price simply as the residual of the generation
rate cap minus the competitive transition charges that were necessary to recover PECQ’s full stranded
cost claim over seven years. This meant that the residual market price started at a low number in 1999
and stayed at that low number through the end of 2005. For residential customers, for example, the
initial residual generation credit was set at 2.68 cents per kilowatt hour. While this credit is only
slightly below the initial credits included in the Partial Settlement, the original PECO filing would
have essentially retained this low generation credit until the year 2006. Particularly with a
reconcilable CTC, this meant that PECO was absolutely assured that it would recover 100% of its
stranded costs, but as virtually every other party in the case pointed out, the original PECO filing also
assured that there would likely be no competition in the PECO service territory until the year 2006,
Orly in its rebuttal case did PECO acknowledge that if higher market prices were utilized, it would
seek approval to extend its CTC beyond the year 2005. The Commission’s data request analysis,
however, treats this fundamental flaw in PECO’s original filing as a positive benefit to consumers,

because it assumes that PECO will charge below-market generation rates throughout the transition



-

period without seeking any T&D rate increase and without seeking .any exception to its generation
rate cap or extension of its CTC.

Under the Commission’s data request analysis on page 1, Column 3, for example, if
PECO’s original request were stamped “approved”, it is simply assumed that PECO would charge
its existing level of rates through the year 2005 and that a fully competitive market would spring full-
grown on January 1, 2006, and cause PECO’s now-uncapped generation rates to plummet by a total
of more than $2.6 billion in the years 2006-2008. In the “Shopping/Securitization” scenario in
Column 4, the “savings” to consumers under the oniginai PECO plan in the years 2006-2008 are
approximately $4.4 billion. Indeed, as noted above, under the Data Request methodology, the
original PECO filing is not only “better” than the Partial Settlement; in three of four cases, it is
“better” than the Enron Choice Plan,

If the Commussion’s analysis is accepted, therefore, what it really shows is that PECO

ratepayers are better off if PECO is allowed to charge below-market generation rates and be

guaranteed recovery of 106% of its stranded costs for. the next etght years, and that competition be
prevented until at least the year 2006. If the Commission believes that this was the intent of the
General Assembly, then it can go ahead and stamp the Company’s filing “approved.”

If the Commission, however, believes that the intent of the General Assembly was to

produce immediate savings to consumers and to provide a reasonable transition to a competitive

~ generation market that will produce greater savings in the long run, then the Commission should look

to the Partial Settlement and the other proposals submitted on the record of this proceeding. The
Company’s original filing was opposed by virtually every consumer and competitive party in this case

and has been effectively withdrawn by PECO as a result of its agreement to the Partial Settlement.



The Commission’s and the Parties’ time would be better spent by comparing the various alternatives
that have been placed on the record of this case and determining whether the Partial Settlement or
some alternative supported on the record of the case is in the public interest. Further efforts to make
arithmetic comparisons between the current proposals and the onginal filing are meaningless and will
detract from the Commission’s already massive task of deciding this landmark proceeding.

Respectfully submitted,

S) e O e

Tanya 1. c(’joskey
Steven K. Steinmetz
‘Assistant Consumer Advocates

Counsel For:
Irwin A. Popowsky
Consumer Advocate

Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

(717) 783-5048

Dated: November 25, 1997
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Re: In re the Application of PECO Energy Comphny for Approval of its

Restructuring Plan Under Section 2806 of the Public Utility Commission -

Docket No. R-00973953. (Response to the Commission Data Request of
November 14, 1997).

Dear Judges Chestnut and Rainey:

Attached for your consideration is the response of Senator Fumo, CEPA, et al. to the
Commission Data Request of November 14, 1997. Please note that the response is submitted in
the form of an analysis of the two spreadsheet tables composed by the Commission comparing
PECO Energy Company’s original restructuring proposal, the Joint Settlement and the Enron

Corporation Petition. The analysis includes estimates of total ratepayers savings that are
projected to result from each of the three options.



Response to the Commission Data Request
Page 2

As evidenced by the attached Certification of Service, a copy of the forgoing has been
served on all parties of record as well as to each individual Commissioner. Please do not hesitate
to contact me if I may provide any additional clarification.

Sincerely,

cc: All counsel of record.
James McNulty, Prothonotary (3 Copies)
The Honorable John M. Quain, Chairman
The Honorable Robert K. Bloom, Vice-Chairman
The Honorable John Hanger
The Honorable David Rolka
The Honorable Nora Mead Brownell
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| RESPONSE OF SENATOR VINCENT J. FUMO S0 T
€ N[> CEPA ET AL. TO THE INTERROGATORIES, SETI ¢ b=
DO CUM OF THE PUBLIC UTILITY COMMISSION 3 °
OLDER :

Senator Vincent J. Fumo and CEPA, et al. jointly file the following response to the

Interrogatories, Set IIT propounded by the Public Utility Commission. A unified response
is submitted rather than separate responses to each question because of the common -
assumptions and methodology applied. We believe that this method is both responsive to

the Commission’s questions and more convenient for the reader.' The witriess responsible
for these answers is Richard H. Silkman, Ph.D.

JEC 01 1987
The interrogatories ask the parties to accept a number of assumptions and factual
bases that we believe to be untrue. If these are incorporated into analyses of the

comparative stranded cost recoveries or ratepayer savings resulting from various

restructuring proposals as has been requested in the interrogatories, we believe that the

analyses will produce inaccurate, incomplete and misleading results. Accordingly, we are
' To the extent that this single, unified response to multiple questions may be inconsistent with the
Commission rules, Senator Fumo and CEPA et al. request that any such rule be waived.
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providing alternative estimates of total ratepayer savings that we believe are most likely to
result from the three options identified in the data request — the Partial Settlement
Agreement, PECQ’s April Filing and the Enron Choice Plan — assuming that each could be

implemented as proposed.

We want to emphasize that we are assuming for the sake of responding to this
data request that the Enron Choice Plan can be implemented as it was originally
proposed and as it has subsequently been modified by Enron. Accordingly, our response
should not be interpreted as indication that we believe any of the results that could be
obtained through the Enron Choice Plan will or are even likely to occur. To the
contrary, Senator Fumo and CEPA, et al. firmly believe that the results suggested by

Enron are not achievable.

Because we have deviated from the prescribed methodology, we have taken great
pains to identify and discuss each of the assumptions that un@erlié our analyses and to

describe in great detail the calculations and computations we have performed.

We would welcome the opportunity to respond to any questions or concerns the
Commission may have regarding our response to this data request. It is clear that the
Commission believes that the issues raised in this data request are very important. We

share this belief,.and remain convinced that a complete and accurate comparison of the



various plans before the Commission will reaffirm the superior value offered by the Partial

Settlement Agreement.

A. Initial Comments:

We believe that many of the assumptions and “factual” bases contained in the two
spreadsheets presented to the Commission and incorporated in the data request are not
supported by the record in this case, are not supported by evidence outside the scope of
the record or are inconsistent with the Competition Act, regulatory practices or the energy

marketplace. Specifically:

1. Sales Growth

We do not believe that retail sales will grow by 1% per year over the next 10
years. Based upon the experiences over the last ten years, such a growth rate would
be extreme. As we have shown in our testimony, retail sales growth over the past 10
years has averaged only 0.23% per year, and we have found no basis for believing that
the underlying economy, changes in electricity prices or technology will stimulate
electricity demand over the next decade. In fact, as we have argued in this case, .the
more likely scenario is that load will actually decrease over the next ten years as a
result of stability in prices achieved through the adoption of any restructuring plan and
increasing activity by energy service companies — to wit, the recent announcement by

Enron that it intends to lower energy usage by 20% at Philadelphia area hospitals.



We have reflected our belief that there will be no retail load growth over the next

10 years in the analyses provided in response to this data request.

2, T&D Costs

We do not believe that transmission and distribution costs will remain flat over the
10 year transition period at December 31, 1996 levels. There is no evidence in the
record in this case to support such an assumption. In addition, (1} PECO’s April
Filing does not incorporate extended stay-out provisions comparable to those
contained in the Partial Settlement Agreement, and (2) the Enron Choice Plan contains
such a stay-out provision, but PECO has indicated that it would not agree to such a
provision in the context of that plan. This is important, because such extended stay-
out provisions are not provided for in the Competition Act and could be achieved only

with the consent of PECO.

3. Energy Costs

We do not believe that consumers will purchase or that suppliers will offer energy
on a bundled basis at rates different from what would otherwise be available on an
unbundled basis. Accordingly, we believe that energy will be purchased under each of
the various plans at the market rate, except in those instances where the market rate
exceeds the generation rate caps contained in one or more of the plans. In these cases,

the generation rate caps will constrain the market and will represent the effective

market price.



While we believe that the energy price escalation assumption of 3% per year
contained in the data request is too low and results in market prices well below any on
the record in this case (with the exception of Mr, Slater’s projections offered by
Enron), we have nevertheless adopted this assumption in our analyses. It should be
noted that this eliminates any potential value for ratepayers that may otherwise be
derived from the generation rate caps that PECO voluntarily agreed to as a part of the
Partial Settlement Agreement. The effect of this is to bias the analyses against the
Partial Settlement Agreement, since it devalues an important component of that

Agreement designed to protect ratepayers from unforeseen increases in energy prices.

It should be noted also that the energy prices established by the Commission in
this data request are actually lower than those used by PECQO in its initial and
subsequent estimates of stranded costs. If these new estimates are to be adopted in
any way by the Commission, they would likely support a request by PECO to increase

its stranded cost estimates above the current level of 87.461 billion.

4. Discount Rate

The data request specifies a discount rate of 8.41% and a starting date of
September 1, 1998. We have adopted the 8.41%, even though we believe that it is on
the low side and probably below PECO’s cost of capital. The effect of this iow

discount rate is to increase the value of savings associated with the April filing that



occur after the alleged termination of CTC charges in 2005. In addition, the lower
discount rate also biases the analysis against the Enron Choice Plan vis a vis the Partial

Settlement Agreement; however, this difference is small.

Our analysis uses January 1, 1999 as the starting date for the net present value
computations, since this is the date that retail access is scheduled to begin under the
Competition Act. Accordingly, any savings that occur before January 1, 1999 under
any of the various plans are not discounted, but are rather added directly into the total
savings computation. The effect that choosing January 1, 1999 instead of September
1, 1998 to begin the discounting of both costs and benefits will bias the analyses very
slightly in favor of the Enron Choice Plan, since this plan provides higher levels of

initial savings. As above, however, the difference is small.

5, Securitization

We have not performed a separate analysis to evaluate the consequences of the
various plans under the assumption that securitizatioq is not possible or it is delayed
for one reason or another. Were we to do this analysis, the results would be very
straightforward. Stranded cost recovery would not change under any of the plans.
Ratepayer savings, on the other hand, would be reduced by $100 million per year
under the April filing and by 3% under the Partial Settlement agreement. In contrast,
under the original Enron Choice Plan ratepayer savings would disappear (unless the

Partial Settlement Agreement was implemented somehow following an inability to



securitize and Enron’s walking away from the plan). Under the revised Enron Choice
Plan ratepayer savings would be reduced by approximately 16% or $500 million in net

present value.

B. The April Filing of PECO:

The most important errors in the Commission analysis are in regard to its treatment
of PECO’s April 1997 restructuring plan filing. As that plan was originally filed, the
energy rates were computed as a residual of the difference between the overall rate cap
and the T&D and stranded cost recovery charges. Based upon full recovery of stranded
costs and the T&D costs identified by PECO in that filing, energy costs would be
approximately $.025 per kWh through the year 2005. In addition, if PECO were to seek
to recover increased T&D costs after the expiration of the distribution cost rate cap on
June 30, 2001, the energy costs would actuaily fall. Clearly, PECO’s original filing would
not permit any competition until after the year 2005, and thus we believe it would be

unacceptable.

What the Commission data request does is to modify the April filing by imposing
higher levels of energy costs than those proposed by PECO, yet continued to assume that
the overall rate cap of $.0995 per kWh is preserved. This treatment is incomplete, and if
followed, would result in a substantial under-recovery by PECO of its asserted stranded

costs. While we may wish to believe that this is what would result from PECO’s April




filing, it is most certainly not what PECO had in mind and, given the Competition Act, is a

most unlikely result of any litigated outcome of this case.

To see clearly why the Commission’s assumptions about PECO’s April filing are
incorrect, consider Table 1. Unlike PECO’s April filing, this table creates an implicit CTC
charge for PECO as the difference between the current rate of $.0995 per kWh and the
estimated levels of T&D and energy costs, based on the assumptions discussed above and
detailed in the table; that is, rather than have energy be the residual component of the
overall rate as PECO proposed in its April filing, we will accept the Commission’s
assumptions about energy prices and treat the stranded cost recovery charge instead as the
residual component. In addition, note that the table incorporates an increase in T&D costs
beginning on July 1, 2001, when the T&D rate cap provision in the Competition Act
expires. Thus, beginning on July 1, 2001, T&D costs increase, initiaily to reflect the pent-
up inflation during the stay-out and subsequently to include an estimated 2% annual
escalation rate. As described in the notes to this and the other tables, the 2% is computed
as a 3% annual inflation rate less a 1% productivity factor adjustment. (We believe that
this is a reasonable assumption about how such costs are likely to be treated under

regulation after a restructuring plan is implemented.)

As also noted in Table 1, energy costs begin in 1998 at §.0288 per kWh and
increase at 3% per year, as proposed by the Commission in its data request. By

subtracting the sum of T&D and energy costs ffom the rate cap of $.0995 per kWh each



year, the implied CTC charge can be determined. This is the amount in rates that is
available to cover stranded costs, and begins in 1999 at $.03764 per kWh and falls over

time to $.02448 per kWh in 2005.

The annual amounts of stranded cost recovered by PECO is obtained by
multiplying the total kWh sales by the implied CTC charge. When this is summed over the
entire period, the total amount of stranded costs recovered is about $7.368 billion, or only
$5.533 billion in net present value. This is approximately 32 billion less than the amount
PECO indicated in its modification to its April filing that it needed to recover. Clearly,
something is wrong; PECO certainly would not have filed a plan in April that did not
permit it to collect the full amount of stranded costs that it believed it is entitled to,
especially having fought so hard during the formation of the Competition Act to secure its

right to recover its verifiable and unmitigatable stranded costs.

The problem is that PECO cannot recover its total stranded costs prior to January
1, 2006, pay for T&D costs and cost increases, pay for energy costs at the rates proposed
by the Commission in this data request and remain under the $.0995 per kWh rate cap all
at the same time. One or more of these constraints must bend in order to satisfy the
condition that PECO recover its total stranded costs. Either PECO would seek
permission to increase the rate cap by passing on the additional costs of T&D and energy
or it would seek permission to extend the time during which it‘ can recover its stranded

costs, or some combination of both.



Table 2 examines the first of these options — that PECO passes on the annual 2%
increases in T&D costs and the annual 3% increases in energy costs to ratepayers. The
effect of this is to increase the $.0995 per kWh rate cap. This is explicitly provided for in
the Competition Act — see Section 2804 (4)(I11). As shown in Table 2, this would result
in maintaining a level implied CTC charge as the recovery of the increases in T&D and
energy costs increases the rate cap level. This level would be equal to that implied in 1999
as'the residual between the overall ra;te cap and T&D costs plus the $.0288 per kWh

Commission proposed energy cost.

The effect of this pass through is to increase the total amount of stranded costs
recovered by PECO by a little less than $1 billion. As shown, the net present value of
stranded cost recovery under the pass through assumption is $6.084 billion, still well
below the total amount identified by PECO in its April filing and the subsequent
modification to that filing. Recall from the Partial Settlement Agreement and other

documents that this is a net present value of $7.461 billion.

Under the Commission’s energy cost assumptions and with T&D cost increases,
the $7.461 billion can only be recovered by extending the time period allowed for recovery
in combination with the pass through of cost increases. This is shown in Table 3. Asin

. Table 2, PECO recovers the cost increases in T&D and energy costs from ratepayers, plus

extends the CTC charge through July 2007. When it does this, the total net present value
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of stranded costs recovered is $7.454 billion, or approximately the total amount of

stranded costs PECO has identified that it should be able to recover.

When the modifications in Table 3 are included in the computation of total savings
for ratepayers, the result is very different from what is contained in the tables
accompanying the Commission data request. As shown in Table 4, the new estimated
retail rates increase over the time period and are in excess of the $.0995 per kWh cap as a
result of the pass through of cost increases and the extension of the CTC charge. The

effect of this is to create negative savings in each of the years 1999 through 2007. These

are offset somewhat by savings from securitization. The net effect, however, 1s that the

April filing will likely cost ratepayers approximately $236 million more than current rates.

C. The Partial Settlement Agreement

Total stranded cost recovery under the Partial Settlement Agreement is computed
as the sum of the specified CTC/ITC charges in each year multiplied by annual sales. As
indicated in Table 5, total stranded cost recovery is estimated to be $9.398 billion or about

$6.351 billion in net present value.

The computation of each of the rate components under the Partial Settlement
Agreement is shown in Table 5 as well. T&D costs are held constant pursuant to the
Agreement at $.0311 per kWh through the end of 2003. Beginning in 2004, the analysis

assumes that T&D costs reflect the full accumulated inflation and increase at 2% per year
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thereafter. Energy costs are constrained in the early years — through 2001 — by the
generation rate caps in the Partial Settlement Agreement. After 2001, however, energy

costs track the assumptions in the data request.

The annual and total amount of ratepayer savings under the Partial Settlement
Agreement are shown in Table 6. It is interesting to note that the assumptions about T&D
and energy costs result in annual retail rates that are below the rate cap level of $.0995 in
each year of the transition period. The total amount of ratepayer savings is $1.331 billion,
which is $1.688 billion more than under PECO’s Apnil filing. This is close to what would
be expected, since PECO is writing off $2 billion as part of the Partial Settlement
Agreement. In net present value terms, the total ratepayer savings are approximately

$1.09 billion.

D. The Enron Choice Plan
Enron has provided two versions of its Choice Plan. Each version 1s analyzed
separately in the attached tables — the original version is shown in Tables 9 and 10, while

the modified version is shown in Tables 7 and 8. I will focus first on the original Choice

Plan filed by Enron,
Under Enron’s originally filed Choice Plan, T&D costs parallel the Partial

Settlement Agreement through June 2001, under the distribution rate cap contained in the

Competition Act. Unlike the Partial Settlement Agreement, however, PECO has not
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agreed to a voluntary stay-out, and thus such a provision is not included in our analyses of
the Enron plans, T&D rates increase in July 2001 by the accumulated amount of inflation
(at 2% per year) and continue to increase at 2% per year for each year of the transition
period — see Table 9. (Note — in the latter years of the transition period, the T&D rates

under the Parttal Settlement Agreement and the Choice Plan will be identical.)

Also, unlike the Partial Settlement Agreement, the generation rate caps or credits
in the Choice Plan are above the assumed market prices for energy in each year of the

transition period.

Total stranded costs recovered are $9.068 billion, or $5.63$ billion in net present
value. This recovery is substantially less than what is recovered by PECO under the
Partial Settlement Agreement and accounts for all of the additional ratepayer savings
shown on Table 10. As shown in Table 10, the total amount of ratepayer savings is
$1.326 billion, actually $6 million less than the total amount of savings under the Partial
Settlement Agreement. However, because the Enron Choice Plan front-end loads these
savings, the net present value is $1.603 billion, or about $600 million more than under the
Partial Settlement Agreement. It is interesting to note, however, that under the Enron
Choice Plan, retail rates will actually exceed the $.0995 rate cap level beginning in 2004,

and will be $.015 per kWh higher by 2008.
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The revised Enron Choice Plan provides for slightly more stranded cost recovery -
$5.886 billion, as shown on Table 7 — and substantially more ratepayer savings. In fact,
the revised Choice Plan doubles the amount of ratepayer savings compared to the original
Choice Plan. This is a remarkable conclusion, and it alone ought to raise questions about

Enron’s revised Choice Plan and whether or not it is feasible to implement as structured.

The source of the additional ratepayer saw'/ings under the revised Choice Plan is
obvious. Enron has reduced T&D rates in order to increase the level of generation rate
caps or credits in its revised plan. However, because energy rates remain less than the
credits contained in Enron’s original plan under the assumptions established by the
Commission in this data request, 100% of the T&D cost reductions flow to ratepayers in
the form of higher savings, yet PECO is unable to recover any of the increases in the

generation rate caps.

Something is amiss — either (1) PECO is currently earning far in excess of any
definition of a reasonable return on its investments; (2) Enron’s proposed reductions in
T&D rates are unsupportable given PECQ’s current cost structure for T&D services; or
(3) the energy cost estimates required By the Commission in this data request are far too
low. We believe that the problem lies in the second reason, and that Enron’s proposed
T&D rates will not withstand careful scrutiny under a just and reasonable test.
Accordingly, we do not believe that the additional savings provided by the revised Enron

Choice Plan are real.
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In fact, as we have discussed earlier in this response and as we have argued in our
testimony in this case, we do not believe that any of the savings proposed under either the
original or reviséd Enron Choice Plans are real. In bpth instances, these savings are fully
contingent on PECQO’s entering into a Purchase Power Agreement (PPA) to provide
electricity to Enron under terms and conditions specified in the plans. Without PECO’s
willingness to enter into such a PPA, Enron will not implement either plan, and ratepayers

will not receive a penny of savings.

Further, the original plan was contingent on securitization, which even Enron
acknowledged is problematic by revising its proposal somewhat in this regard.
Unfortunately, the revision only created additional uncertainty as it lowered T&D costs by
25%, thereby reducing PECO’s annual revenues by approximately $250 million a year.
Should the Commission find that this reduction is unreasonable and that the T&D rates
contained in the Partial Settlement Agreement are appropriate, the Enron Choice Plan
would not result in any ratepayer savings but would actually increase rates for ratepayers.
Of course, none of this increase would be paid by Enron. Under either version of its
Choice Plan, these increased costs would be treated as pass through costs and collected

directly from ratepayers.

E. Summary

Our analysis has demonstrated the following:
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The interpretation of PECO’s .;&pril filing that has been reflected in the tables provided
to the Comnlissi;)n that accompany this data request is seriously flawed. When the errors
are corrected, the April filing (including securitization) provides no ratepayer savings,
since the savings from securitization are more than offset by cost increases associated with

T&D and energy costs.

Any comparison of the Partial Settlement Agreement and the originally filed Enron
Choice Plan is sensitive to underlying assumptions about the cost of energy in a
competitive market. For most energy costs, however, the original Enron Choice Plan will
provide greater net present value savings to ratepayers than the Partial Settlement

| Agreement. Under the assumptions contained in our analysis, the additional ratepayer
savings will total approximately $600 million through 2008, assuming for discussion

purposes that the Enron Choice Plan could be implemented.

The primary reason why the Enron Choice Plan provides greater net present value
savings is that it front-end loads the greater savings. As a result, if anything occurs to
delay the potential savings under the Enron Choice Plan, ratepayers will be much more

significantly impacted than under the Partial Settlement Agreement.
The revisions that Enron has made to its Choice Plan by reducing T&D costs could

result in a doubling of ratepayer savings. However, these revisions appear to be so

arbitrary and unsupportable, that we do not believe the revised Choice Plan could be

- 16 -



legally accepted by the Commission. If the Commission were to accept the Choice Plan at

the more reasonable T&D rates contained in the Partial Settlement Agreement, the result

would be higher rates for ratepayers, not ratepayer savings.

Our analysis has demonstrated that the Partial Settlement Agreement may resuit in
a total of upwards of $1 billion of ratepayer savings through the year 2008 in comparison
to the alternative of an absolute rate freeze at current levels. While additional ratepayer
savings may be achievable through the Enron Choice Plan, these savinés are contingent on
many other factors — some of which are unknown as of this date — including PECO’s
willingness to voluntarily enter into a Purchase Power Agreement with Enron under the
terms and conditions contained in the Choice Plan. Since P-ECO has indicated that it
would not do so and since we believe PECO would litigate any order by the Commission
requiring it to do so, we believe that any additional ratepayer savings offered by the Enron
Choice Plan are illusory. Further, if we proceed with the Enron Choice Plan, we stand to

lose the certain savings offered ratepayers under-the Partial Settlement Agreement. This is

simply too great a risk for us to accept.
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Senator Fumo, CEPA etal.

TABLE 1-- STRANDED COST RECOVERY UNDER PECO APRIL FILING - CASE 1

ASSUMES Less than full recovery of Stranded Costs
No recovery of energy cost increases
No recovery aof TRI) costincreases

1938
Total Sales (1)
Current Rates (2) $ 009950 %
T40 Costs (3) $ 003220 S
Enargy Costs (4) $ 002880 §
Impticit CTC Charge (5 NA s
Annual Stranded Cost Recovery (6) $ - -

Total Standed Cost Recovery
NPV at 8 41% from 1/1/98

(1) Totxd Sales are fixed over the antire rate period par the Partial Settlement Agreement at
{2} Curront Rates are assumed to be tho Avg. Retail Rate in effect as of Decamber 31, 1996 -

1399

33,589,358 33,569,358

0.00950

003220
0.02966

0.03764

1,263,416

$

$

L

200

33,569,358 33,565,358

0.09950

0.03220
0.03055

0.03675

1,233,542

1,852,452
5,714,810

3

0.09960

0.03319
D.0347

0.03484

$ 1,169,691

2002

33,569,358

$ 0093950

$ 0.03485
$ o024

$ 003223

$ 1,081,975

(3} TZD Costs are assumad to be fixed at the PECO fling rato of $.0322 per KWh through June 2001 per statute.

T&D costs increase at a rate of 3% per year, beginning in 1988, 1% of which is offset by productivity increases,
(& Energy costs are assumed to be $.0288 per kWh in 1998 and increase at 3% per year per PUG assumplions
(G Implicit CTC Gharge Is computed as tha residuel resulting from sublracting T&D and Encrgy costs from the retall rate.

The CTC Charge disappoars beginning in 2006

{€) Total Stranded Cost Recovery 5 computed as the Implicit CTC Charge multiplied by Toba! Sales

FiLE - PUC data Reguer s, Ny 21
1ramr

2003

33,569,358

$ 009950

0.63355

$ 1,025,930

2004

33.589,358

§ 00990

$ 965438

2005

2006 2007

Paege 1 of 11

2008

33569358 33589358 23569358 3),5603%

$ 0.09850

$ 0.03899
¥ 0.03542

$ 0.02700

$ 900.460

-

0.03950 § 008950

003773 $ 0.03848
0.03648 § 003758

33,568,358 MWh

$ 009950 pet KWh

§ 009950

$ 0.03925
§ 0.03870

5919!-909'5'49“')& LS SIES LB-PZ2-ACN

revo !178 £0¢
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Senator Fumo, CEPA et.al,

TABLE 2 — STRANDED COST RECOVERY UNDER PECO APRIL FILING - CASE 2

ASSUMES Leas than full recovery of Stranded Costs
100% recovery of energy cost increases
100% recovery of TAD cost increases
1998 1889 2000 2001 2002 2603
Tokat Sales (1) 33,569,358 23,560,358 33,560,358 33560358 33,569,358 33,569,398
Curent Rates (2) $ 00o95C $ 008950 F 009950 % 0.09950 $ 009950 $ 0.009850
TED Costs (3) $ 003220 3 00320 % 003220 § 003319 § DO3485 $ 00255
Energy Costs (4) $ 002880 $ 002866 3 003055 % 003147 § 0.03241 $ 0.03339
tmplicit CTC Charge {3) NA $ 003764 3 003764 % 003764 $ 003764 § 000764
Annual Stranded Cost Recovery (B) . $ - % 1263416 § 1263416 $ 1263416 3 1,2634168 § 1,263,416
Total Stranded Cost Recovery $ 8843915
NPV at 8 41% from 1/1/98 3 8486577

(1) Total Sales are fixed over the entite rate period per the Partial Setlement Agreement at

(2} Current Ratas are assumed to ba the Avg. Retall Rate in effect as of December 31, 1996 -

(3) T&O Costs are assumed to be fixed at the PECO filing rate of $.0322 per kWh through June 2001 per siatite,
T&D costs [ncrease at a rate of 3% per year, beginning in 1998, 1% of which is offset by productivity increases.
PECO s able ta recover alt of the annual increase pursuant to Section 2804{4)(IN(C)

(4) Energy costs are assumed to be $.0288 per kWh in 1995 and increase at 3% per year per PUC assumptions
PECD is able ta racover all of the annual increase pursuant to Section 2804(4) (1))

(5) Implicit CTC Charge is computad s tha residual rasulting from subtracting TAD and Energy costs from the retail @te in 1999,

Because PECO recovers T&D and anergy cost increases. implied CTC charge remains constant at 1889 lovels
The CTC Charge disappears begirning in 2006
(6) Total Stranded Cost Recovery |s computed as the Implicit CTC Charge multiplied by Total Sales

HLE POC Data Reguest o 21
1124507

2004 2006
$ 009950 § 0.09950

$ 000626 3
§ 003438 %

0.03699
0.03542
$ 003764 § 0.03764

$ 1260416 § 1263416

2006

2007

Page 2 0f 11

2008

33,569,358 33,569,358 335689358

$ 0.09950

$ 003773
¥ 003618

33,568,358 MWHh
S 0.09950 per kKWh

$

0.09950

0.03848
003758

$ 009950

$ D038
§  0.03870

E2 L6-FZ2-ACN
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Senator Fumo, CEPA etal, Page3oi11

TABLE 3-- STRANDED COST RECOVERY UNDER PECO APRIL FILING - CASE 3

ASSUMES Fuli recovery of Stranded Caosts
100% recovery ot energy cost increases
100% recovery of TAD cost increases

1958 1950 2000 2001 2002 2003 2004 2005 2008 007 2008
Tetal Sales (1) 33,569,358 33,569,358 33,560,358 33569358 33569358 33569358 33,569,358 33569358 30569358 33580358 33569358
Currest Rstes (2) $ 009950 $ 009850 § 009950 % 009850 $ 009950 % 009950 3 009950 § 009950 3 009950 § 009650 3§ 0.09950
T&D Costs (0 $ 0063220 §$ 003220 § 003220 $ 003319 § 003485 § 003555 § 0.03626 § 003689 & 003773 3 003848 § 003825

saue;oossgewm 1S ET:EZ L6-PE-AON

Energy Costs (4) $ 002880 % 00266 § 003055 § 003147 3 CO3241 § 003333 $ 003439 § 003542 $§ 003848 § 003758 $ 0.03870
implicit CTC Charge {5) NA $ 003784 § 003764 $ 003764 § 003784 § 003764 $ 0037564 $ 003764 $ 003764 $ 003784 § -
Annua) Strandad Cost Recavery (6) $ . % 1263476 $ 1263418 $ 1263416 % 1.263.416 $ 1263416 § 1263416 $ 1,263 416 51263416 $ 631,708 § .
Total Stranded Cost Recovery $ 10,738,039

NPV at 8.41% from 1/1/88 $ 7.454197
{1} Total Sales are fixad over the entire rate period pes the Partial Settiemnaent Agreemant at 33,569,356 MWh
12} Currafi Rates are assumead to ba the Avg. Retall Rate In effect a3 of Decamber 31, 1996 - § 009950 parXWh

(3) T&O Gosts aie ussumed (¢ be fived at the PECO filing rate of $.0322 per kWh through June 2001 per statute.
T&D costs increase at @ rate of 3% per year, beglnning in 1988, 1% of which is offset by productivity increases.
PECQ is gbie to recover all of the annual incraase pursuant te Section 2604(4)LNCY
{4) Energy costs are assumed to be $.0288 per kWh in 1998 and Increase at 3% per year par PUC assumptions
PECO is able to recovaer all of ths annual increase pursyant to Section 2804(43{113(D}
{5} Implicit CTC Charge is computed as the rosidual resuiting fram subtracting TAD and Energy coats from the ratail rate in 1999,
Bacauss PECO racovers T&D and energy cost increases, implied CTC charge remains constant at 1999 levels
The CTC Gharge disappesrs beginning in July 2007 as $7.461 npv of stranded cost.is recovered.
{6} Total Stranded Cos! Recavery is computed as the Implicit CTC Charge multiplied by Total Sales

retvo gs L0

HILE  PUL Data Regusst, Nes 21
bt d kg
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Senator Fumo, CEPA etal,

TABLE 4 — ESTIMATED SAVINGS UNDER REVISED PECO APRIL FILING

1998 1399 2000 2001 2002 2003 2004
Taota]l Sales (1) 33,569,358 33,569,358 33,565,358 33,569,258 33,565,358 33.569.358 33.569.358
Cumant Rates (2) 1 .D.MED 3 008950 $ DO9%S0 § 0.00950 $ 009950 § 009950 $ 0.09950
Estimated Ratail Rate (3) $ 009950 % 009950 % 010033 § 010229 § 010450 § 010657 § 0.10820
Savings par KWh (4) 3 - $ $ (0.00089) § (0.00279) § (0.00540) %3 (0.00707) $ (0.00879)
Annual Bavings from Rates (5) $ - 3 - $ {29,674) § (931,725) § (181.441) § (237,486} § [204979)
Annual Savings from Securitization (6) $ 100204 $ 100204 $ 100,204 $ 100204 $ 100,204 $ 100204
Total Annual Savings 1 - $ 100204 S 70330 § 5479 § (81237 § (137.282) 3 (194775
Total Savings $  (st.211) *

NPV at 8.41% from 1/1/99 $ (236,748)

(1) Tokal Salas ara fixed over the entire rate period pac the Partlal Seltiement Agreement at

(2} Current Rates are assumed to be the Avp. Retail Rate in effect as of December 31, 1986 -

(3) Estimated Retail Rate computed from TABLE 3 rate components
Retail Rate s (T&D Costs)r(Energy Costsy-{mpiicit CTC Charge)

{4) Savings per KWh computed as {Current Rate) - (Estimated Retall Rate)

{5) Annusal Savings computed es (Total Sales) x (Savings per KWh)

(6) Annual Savings from Securitization taken from Data Request table - column 3 for 1999. No load growth leaves this constant over the time period,
Wa bellava that the savings shauld extend through 2008 and have prowded for this.

Pt - PUC Data Reques), No. 23
14487

2005 2005
33.569,358 33569358

$ 009950 $ 0.09350
$ 011004 § 011185

$ (0.07054) $ (0.01235)
$ (353957} § (414,461)
$ 100,204 3 100,204
$ (2953.753) $ (314.257)

33,589,358 MWh
$ 0.09950 perkWh

2007

33,568,358

-

L B B LB

0.09950
0.11370

{0.01420)
(476,532)
100,204
(376.328)

Page 4 of 11

2008

33,569,358

1

W A A N

0.09950
0.07796

002134
723,204
100,204
823,408

€2 L6-PZ-"AON
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Senator Fumo, GEPA etal.

TABLE 5 - ESTIMATION OF STRANDED COST RECOVERY UNDER PARTIAL SETTLEMENT AGREEMENT

Total Sales (1)
Curient Rates (2)
TAD Cests {3}
Energy Costs (4)

Recoveary of Enargy Cost Increases (7)

Totnl CTCATC Charge (5)
Estimated Retail Rate

Annual Strandad Cost Recovary (6}

Totat Stranded Cost Recovery
NPV at 8.41% from 1/1/99

{1) Total Sales are fixed over the entira mte pericd par the Partial Setemant Agreement at
(2) Current Rates are assumed to be the Avg. Retall Rate In effect as of December 31, 1896 -

1998

33,569,358

3 D.09550

$ o0op3tio
$ 0.02880

§ 0.08930

*®

1999
33,663,358
0.09950
0.03110
0.02800
0.03040
0.08950

1,020,508

3

£ )

2000

33,569,358
D.09850
003110
0.025800
0.Q3040
0.08850

1,020,508

8,368,077
6,350,807

2001

33,560,358

$

w

0.08950

0.03110
003200

0.63140
0.05450

3 1.054,078

2002
33,589,358
$ 0.09950
$ 003110
4 0.03241

5 -

$ 0.03140
$ 0.09491

3 1,054,078

{3} TED Costs are assumed to be fixad at 3.0311 per KWh through December 2003 per Partial Settloment Agreement.
T&D costs increase at a rate of 3% per year, beginning in 1936, 1% of which is offsat by productivity incraases.

PECQ is able to recover sl of the annual increate pursuant to Secton 2804{4)(11\)MCY

(4} Energy costs ar assumed to be $.0288 per kKWh in 1988 and increase at 3% per year per PUC assumptions

PECO is able ta recover all of the annual increase pursuant to Section 2804(4){II)D)

(S) Total CTC/ITC Charge set per Partial Seticment Agreement

(6) Annual Stranded Cost Recovery is computed as the Total CTCNTC Charge multiplied by Total Sales

2003

33.569.358

$ 009350

A

003110
0.03339
s .

"

0.03140
$ 0.09589

»

3 1054078

(7) Recovery of Energy Cost Increases - No racovary as costs 2ré either below of set equal Lo the generaticn rate caps in each year

FILE PUC Data Paquest, Nos 21
1112497

2004

33,569,368

]

“

0.09350
0.03502
0.03438
0.02870

0.09811

963,441

2008
33,568,358
$ 0.08850
$ 003572

0.03542
s .

w

0.02770

3 298N

007

33560358 33,568,358

$ 008950 $ 009950

L4

0.03648

$ 002570
0.08882

$ 86273

33,569,358 MWh
3 0.09950 pe: KWh

«,

0.03M7
0.03758

0.02470
0.09944

629.163

Pages ot 1

2008

33,569,358

$

0.099950

0.03791
0.03870

0.02270
009832

609,620

€2 L6-F2-AON
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Seanator Fumo, CEPA atol,

TABLE € — ESTIMATED SAVINGS UNDER PARTIAL SETTLEMENT AGREEMENT

1998
Totat Sales (1) 33,569,358
Cument Rates {2} ¥ 0093350
E stimated Retall Rate (3) $ 008350
Savings per KWNh (4} 3 001000
Annual Savings (5) $ 110,779
Total Savings

NPV at 8.41% from 1/1/99

(1) Total Sales are fixed over the entire rate period per the Partial Settlement Agreement At
(2) Curent Rates are assumed 0 be the Avg. Retail Rate in offect as of Dacembar 31, 1996 -

1999

33,569,358

0.08950
0.08950

0.01000
335,694

(3) Estimated Retail Rato computed from TABLE 5 rate components
Ratall Rate = (TRD Costs}+(Energy Costs}+(Total CTCATC Charge)

(4) Savings per KAh computed a5 (Cument Rate) « (Estimated Retail Rae)

& Annual Savings computed as (Total Sales) x (Savings pef KWh)

ik PUd Dats Reguest, Moo 21
ARy

3

“w

w

2000

2001

33,569.358 33,569,358

0.08950
0.08850

0.01000
335,694

1.331.342
1,080,542

$
$

0.08350
0.09450

0.00500
167,847

2002

33 569,358

$ 0.09950

§ 0.08484

$ 183,827

33,569,358

-

0.09950
0.09588

0.00361
121,283

2004

33,569,358

$ 0.09350
§ 0.08811

$ 0.00139
$ 45582

2005

2000

2007

33,569,358 33569356 33,569,338

3 009950 § 0.09850
$ 003884 § 008862

$ 0066 $ 000088

3

33,560,358 MWh

22005 %

20,488

$ 008850 per kWh

$

0.08950
0.00644

0.00008
1,851

$  0.0995%0
$ 009932

3 0.00018
$ 6,193

Page 6 of 11

2008

33,589,358
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TABLE 7 - ESTIMATION OF STRANDED COST RECOVERY UNDER REVISED ENRON CHOICE PLAN
I\
(")
1898 1699 2000 2001 2002 2003 2004 2006 2008 2007 2008 G
Total Sales (1) 33,568,358 33,560,358 33,660,358 33,569,358 33,569,350 33569358 33585350 23569358 33,569,358 33,569,358 33,569,358
7]
Cument Rates (2) $ 009950 § (009950 & 008550 3 009950 § 009350 $§ Q09350 § 009950 § Q0050 $ 009950 ¢ 0.08850 § 0.00850 '_',
r
TaD Costs (3} $ 002370 $§ 002370 $ 002370 & 042443 $ 002565 % 002617 § 002869 § 002722 $ 002777 & 002832 $ 0.02889 g
Energy Costs (4) $ 002080 $ 002066 § 003005 §& 003147 % 003241 $ Q03339 § 003439 § 003542 § 003648 $ 003758 $ 0.03870
Rocovary of Energy Cost Increases (7) $ - - $ - 3 - 3 - $ - 3 - $ - ] - $ . 3 i
i 7]
Tokd CTCNTC Charge (5) NA $ 0.02110 & 0.02110 $ 002730 § 002890 % 002950 $ 002800 $ 002650 $ 002990 $ 003320 3 0.03320 n
Estimated Retail Hate $ 007980 § 007446 § 007535 § 008320 $§ 008697 § 0OBIS § 003908 $ 008014 $ 000415 $ 009910 $ 0410079 (Q}
-
Amnual Stranded Cost Recovery () 3 - % TOBMI § 708313 § 916443 § ST0N54 F 990296 § 939942 § 839588 % 1.003.724 51114503 & 891.602 n‘i
Tasl Stranded Cost Recovory $ 8,132,880 3
NPV at 8.41% from 1/1/99 $ 5,886,064
{1} Total Sales are fixed over the antlie rale period per the Partial Settlemnent Agreetnent at 33,560,358 MWh
(2} Current Rates are assumed o be the Avg. Retail Rate in effect as of December 31, 1996 - $ 009850 per KWh

{3) T&D Costs are assumed to ba fixed at $.0237 per kWh through June 2001 per statute.
TAD eosts increase at a rata of 3% per year, beginning in 1988, 1% of which is offset by productivity increasas,
PECO s able to recover all of the annual increase pursuant to Saction 2804(4)(I}{C)

(4) Epergy costs are assumed to ba 3.0288 per kWh in 1998 ard increase at 3% pe! year per PLUC assumptions
PECO is able to recover alt of the annual increase pursuant to Section 2804{(4)H1)}D)

(5} Total CTC/ATC Charge set per Revised Enfon Choice Plan

{8} Annual Stranded Cost Recovery i3 computed as the Total CTCATC Charge multiplied by Total Sales

() Recovery of Energy Cost Increases - No recovery a3 costs are below generation rate caps in each year

vEar 0 gg 02
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Senator Fumo, CEPA etLsal.

TABLE 8 — ESTIMATED SAVINGS UNDER REVISED ENRON CHOICE PLAN

1988

Tokzl Sales{1) 33,569,358
Cument Ratos {2) $ 008550
Estimated Retadl Rate (3) 3 0.07060
Savings per Wh (4) $ 001890
Aneual Savings (5) $ 220,450
Total Savings

NPV at 8.41% from 1/1/93

{1) Totai Sales are fixed over the entire rata pariod per the Partlal Settlamient Agreement at

1938

33,560,358

0.09950
0.07446

0.02504
840,442

LN

2000

33,568,358

0.09950
.07535

0.02415
810,568

4,057,075
3,147,923

33,568,358

$ 008950
$ 0.08320

$ 001630
$ 547,320

(2) Curent Rates are assumad to be the Avg. Retail Rate in effect as of December 31, 1986 -
(3) Estimated Retail Rate computed fom TABLE 7 rate com ponents

Retail Rate = (T&D Coats)+{Energy Costs)+Total CTCATC Charge)
{4} Savings per ¥Wh computed as (Current Rata) - (Estimatad Retall Rete)
{5) Annual Savings computed as (Total Sales) x (Savings per kWh)

FiLE - FUC Data Requeest, Nov 23
1247

2002

2003

2004

2006 2008

33569358 33560358 33569,358 I3S6U358 33569358

$ 0.08950
§ 0.08697

$ 001252
5 420,681

»

-

0.09950
0.08905

0.01045
350,672

“w

wh N

0.09950
0.08%¢08

0.01042
349,834

3 009950 $ 0.09950
$ 008914 3 005415

L]

001036 § 0.00535
$ 347637 § 179,552

33,569,358 MWhH
$ 009950 per iWh

2007

33,569,358

$ 0.08950
3 0.09910

$ 0.00040

13,368

Page 8 of 11

2000

32569358

$ 0.09950
$ 0.10079

$ (000129
$  (43.471)
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TABLE 9 — ESTIMATION OF STRANDED COST RECOVERY UNDER ORIGINAL ENRON CHOICE PLAN ~
\M
. W
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 -
O
Tatal Sales (1) 33,569,358 33,560,358 33,569,358 33.560,358 33569358 33560358 33569358 33568358 3315893568 33569358 33,569,358
n
Currert Rates (2) $ 009950 § 009950 § 009950 § Q09950 § 008250 5 009950 3 008950 $ 008950 $ 009050 $ 009950 % 0.09950 ==
-
I3
T&D Coats (3) $ GO311¢ 3 003110 3% 003110 § 003205 % 003366 § 003434 $ 003502 $ 003572 3 003644 § 003717 §  0.03791 3
Energy Costs (4) § 002880 § (02005 $ QOD30S5 § 003147 $ 003241 $ 003339 § 003439 3 003542 § 0CK4E $ 003758 $ 0.0\ f
Recovery of Enargy Cost Increases (T § - s . s .S R T S R S TP S - i
Total CTCATC Charge (5) NA 3 001370 § GO1370 § 002300 § 002810 % 003120 § Q03030 § 002950 % 003360 § 0037680 $ 0.03580 &
€ stim ated Retail Rate $ 007960 $ 007446 $ OO7535 $ 0085652 % 003418 § 009892 $ 009971 § C10084 3 010652 § 0.11234 3 0.11342 0
9]
Annuai Stranded Cost Recovery (6) $ . § 455900 5 450900 § T72085 $ 543292 $ 1047364 $ 1017152 § 990,296 § 1127930 $ 1262208 § 088282 5,“
o+
Total Stranded Cost Recovery $ 9,068,426 t.ﬂn,
NPV gt 8.41% from 1,1/89 § 5635345
(1) Total Sales are fiued over the entire rate period per the Parbal Settlemant Agreement at ] 33,569,358 Mwh
{2) Cumeni Rates are assumad to be the Avg, Retail Rate sffoct as of December 31, 1996 - § 0.09950 per kWh

{3) T&D Costs are assumed 10 be fixed ot $.0311 per kWi through June 2001 per statutue.
T&D costs increase at  rate of 3% per year, beginning in 1888, 1% of which is offset by productivity increases.
PECQ is nble to recover all of the annual increase pursuant to Section 2804(N)AINHC)

(4) Energy costs are assumed to be $.0288 par kWh in 1993 and increase at 3% per year per PUC assumiptions
PECO is able to recover ali of the annual increase pursuant to Section 2884(4111)(D)

(5) Total CTCATC Chatge sot per Oviginal Enron Choice Plan

(6) Annual Stranded Cost Recovery is computad-as the Total CTCATC Charge multiplied by Totaf Sules

(7} Recovery of Enargy Cost increases - No recavery as costs aro bolow eneration rate eaps in each year

et O gs £OZ
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Senator Fumo, CEPA etal,

TABLE 10 — ESTIMATED SAVINGS UNDER ORIGINAL ENRON CHOICE PLAN

Total Sabes (1)

Current Rates (2}
Estimated Retaii Rate (3)

Savings per kWh (4)
Annual Savings (5)

Total Savings
NPV at 8.41% from 1/1/99

(1) Total Sales are fixed over the anlire et period pes the Partial Sattlermnent Agreement at

1888

33,569,358

$ 0009950
$ 007960

$ 0.01930
$ 220,450

1999

33,569,358

0.08950
Q.07448

0.02504
840,442

L )

2000

33,569,358

0.08950
0.Q7538

002415
810,568

1,325,508
1,602 966

33,569,358

$ 008850
$ 00885Y

s 001288
$ 435857

{2) Current Rates are assumed to be the Avy. Retail Rate in effect as of December 31, 1986 -
(3} Estimated Retait Rate computed from TABLE 9 rate components
Retail Rete = (T&D Costsp+Energy Costs)+(Tetal CTCATC Charge)
{4) Savings per kWh computed as (Current Rals) - (Estimated Retail Rate)
{5) Annual Savings computed as (Total Sales) x (Savings per kWh)

FILE PULC Data Regquasst, Nov 21
112487

33,569,358

3
$

$
$

0.08850
£.08418

0.00532
178,646

Page 10 ot 11

2603 2004 2005 2006 2007 2008

33,569,358 33,509,358 33,560,368 233,569,358 33,560,358 33,569,358

$ 009950 $§ 009950 % 0.09950 3% 009850 § 009950 $ 0.09950
$ 00882 $ 009971 8 010084 $ 010652 % 0.11234 § 0.11342

$ 000058 $ (0.00021) 3 (V0014) $ (0.00702) § (0.01284) § (0.01392)
$ 15336 $ (7.128) § (38,420) § (235.710) $ (431,183) § (467.135)

33,569,358 MWh
$ 0.09850 perkwh
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Senator Fumo, CEPA et.al.

SUMMARY TABLE
AMOUNT OF STRANDED AMOUNT OF RATEPAYER
COST RECOVERY SAVINGS
ACTUAL NPV ACTUAL NPV
VARIOUIS PROPOSALS ($ 000s) ~ ($ 0003) {$ 000s) (§ 000s)
PECO'S APRIL FILING $107380%8 § 7,454,197 $ (357.211) § (236,748)

PARTIAL SETTLEMENT AGREEMENT

ENRON'S CHOICE PLANS

ORIGINAL CHOICE PLAN
REVISED CHOICE PLAN

EE PUC Dala Reyuwst, Naw 21

11124m7

$ 9395077 § 6350807

$ 0068426 § 5635345
$ 81328580 3 5,886,054

$ 1,331,342 § 1,090,542

$ 1325506 $ 1,602986
$ 4037075 § 3,147,973

Page 11 of 11
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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 +
Public Utility Code

Docket No. R-00973953

+ +
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5.75 and 1.54.
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1302 Philadelphia State Office Building 1302 Philadelphia State Office Building
Philadelphia, PA 19130 Philadelphia, PA 19130
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717-783-2525
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717-232-8000




Kenneth Mickens, Esquire
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Pennsylvania Public Utility Commission
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Senior Attorney, CNG Energy Services Corporation

1 Park Ridge Center

P.O. Box 15746
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412-787-4268
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214 State Street
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COMMONWE’( H OF PENNSYLVANIA .
PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.0. BOX 3265, HARRISBURG, PA 17105-3265 aepuveuence

REFER TO OUR FILE

November 25, 1997

In Re: R-00973953,
R-00973953C0001-
C0007, P-00971265

R-00973953,R-00973953C0001-C000'7.' D O CKE TE D

PECO ENERGY COMPANY Lee 0
13997

(See letter dated 11/18/97)

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

o I i ME NT P-00971265

:: O L D E R Petition of ENRON Energy Services Power, Inc.

For approval of an electric competition and customer choice plan and for authority pursuant to
section 2807(E)(3) of the Public Utility Code to serve as the provider of last resort in the service

territory of PECO Energy Company . )
(-’

~o

NOTICE -

This is to inform you that the Further Hearing on the above captioned case scheduled
to be held on Tuesday, November 25, 1997 at 10:00 a.m. in an available hearing roorm;’
Philadelphia State Office Building, Broad and Spring Garden Streets, Philadelphia,

Pennsylvania, has been canceled.

Administrative Law Judge Marlane R. Chestnut

Presiding Officer:
Administrative Law Judge Charles E. Rainey, Jr.

!
-

1302 Philadelphia State Office Building 3.
Broad and Spring Garden Streets ? ~)
Philadelphia, Pennsylvania 19130 € &-
Telephone: (215) 560-2105 TSN
Irm O
" Please mark your records accordingly. ; 5 2
< o ~J

If you are a person with a disability, and you wish to attend the hearing, we-nay hesable

to make arrangements for your special needs. Please call Norma Lewis at the Pubﬁ-g.Utiliﬁr

Commission:

®  Scheduling Office: 717-787-1399 ,
o AT&T Relay Service number for persons who are deaf or hearing impaired:

1-800-654-5988.
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Judge Chestnut "
Judge Rainey

Rosemary Chiavetta - BPL 111
John Frazier - BPL 101

Office of Trial Staff (2)
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Bill Barrett - FUS

Nomma Lewis

Steve L. Springer, Scheduling Officer
Beth Plantz
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Legal Departrnent

PECO ENERGY

PECO Energy Company
2301 Market Street

PO Box BEAS

Philadelphia, PA 13101-8699
215 841 5544

Fax 215 568 33889

97DEC -1 AHMIC: 03

RECEIVED
PROTEOHOTARY S OFF1CtDirect Dial: 215 841 4252
Novembper 25, 1997

FOLDER !

020686

Hand Delivery

Honorable Marlane R. Chestnut
Henorable Charles E. Rainey, Jr.
Administrative Law Judges
Pennsyivania Public Utility Commission
1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Re:  Appilication Of PECO Energy Company For Approval Of Its Restructuring Plan
Under Section 2806 Of The Public Utility Code;
Dacket No. R-00973853
Kop
Dear Judges Chestnut and Rainey:

Attached for filing in the above proceeding are PECO Energy’s Answers to the
Commission’s Data Requests, Set lii. Pursuant to the instructions that we received
from you, PECO requests that the attached Answers, along with PECO’s October 31,
1997 Answers to the Commission’s interrogatories Set | (also attached), be entered into
the record as PECO Exhibit 8.

PECO must register several concerns regarding these data requests. Itis one thing for
the Commission to identify certain issues and ask the parties to address those issues
through testimany and briefs. It is quite another thing, as here, for staff members of the
Commission to conduct their own substantive analysis and attempt to piace that into
the record, apparently as a possible basis for the Commission's decision. Such action
goes beyond a fact-finding request to the parties, and in the Company’s view
constitutes an improper commingling of prosecutory and adjudicatory functions in
violation of the parties’ due process rights. See Lyness v. State Board of Medicine, 529
Pa. 535, 605 A.2d 1204 (1992).

The problem is exacerbated because, as the attached Answers explain, the analysis
embodied in the Set |ll Data Requests is fundamentaily flawed and based on
assumptions that either are not in the record or are inconsistent with record evidence
submitted by the parties. Furthermore, the analysis set forth in the Data Requests is
not sponsored by any witness or party and provides no source cites or underlying
workpapers. Finally, the analysis has not been subjected to discovery or cross-
examination, all of which might reveal further flaws and possible biases.

In short, because of the errors in the Data Request analysis and the manner in which it
has been presented, the analysis is of no probative value and should play no part in the

102858




November 25, 1997
Page 2

Commission’s adjudication of this case. See also Duguesne Light Co. v. Pa. PUC, 643
A.2d 130 (Pa. Cmwilth. Ct., 1994} (holding that the Commission’s decision must be
based upon substantial evidence submitted by the parties in a proceeding).

Sincerely,
(Pl oy oo
Paul Benney
PRB/mbo
Enclosures
cc: w/enclosures

James McNuity, Acting Secretary (cover ltr and Certificate of service only)
John M. Quain, Chairman

David W. Rolka, Commissioner

John Hanger, Commissioner

Robert K. Bloom, Commissicner

Nora Mead Brownell, Commissioner

Cheryl Walker Davis, Office of Special Assistants

John Paovilaitis, Law Bureau

Certificate of Service
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1 hereby certify that | have this day served the foregoing document on the follawing in the matter of Pennsylvania Public Utility

Certificate of Service l

Commission v. PECO Energy Company Pa. PUC Docket No. R-00973853.

Hongrable Marlane R. Chestntat)
Administrative Law Judge

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

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Commission
Office of Trial Staff

P.O. Box 3265

Harrispurg, PA 17105-3265

Derrick Williamson, Esquire
David Kleppinger, Esquire
McNees, Wallace & Nurick
100 Pine Street

{Counsgel for PAIEUG)

Christopher B. Craig, Esquire

Democratic Committee on Appropriations
Room- 545, Main Capitol Building

Harrisburg, PA 17120

{Counsel for The Honorabie Vincent J, Fumo)

Daniel Clearfield, Esquire
Alan Kohler, Esquire
Wolf, Block, Schorrand §
305 N, Front Street; Suite
Harrisburg, PA 17101
{Counsel for Enron)

it O

Paul Russell, Esguire

Pennsylvania Power & Light Company
Two North Ninth Street =
Allentown, PA 18101

{Counsel for PP&L)

Reger Clark, Esquire
NESIP

305 Denston Drive
Ambler, PA 18002-3901

Craig A. Doll, Esquire

214 State Street

Harrisburg, PA 17101

{Counsel for Delmarva Power & Light)

Walter W. Cohen, Esquire / Andrew J_ Giorgione, Esquire

QObermayer Rebmann Maxwell & Hippe! LLP
204 State Street

Harrisburg, PA 17101

{Counsel for IPL)

Audrey Van Dyke, Associate Counsel
Naval Facilities Engineefing Command
Washington Navy Yard, Building 218, Room 200

92922

D0C
- 300 N, 2" Street
Harrisburg, PA 171081166 r AN D Marfisburg, PA 17101

N S

QCKETE

1 1997

Honarable Charles E. Rainey, Jr.
Adminisirative Law Judge

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

Tanya McCloskey, Esquire
Steven K. Steinmetz, Esquire
Assistant Consurner Advocate
Office of Consumer Advocate
1425 Strawperry Square
Harrisburg, PA 17120

'E(aren Qill Moury, Esquire
U M ssistant Small Business Advocate

Suite 1102, Commerce Building

Steven P, Hershey, Esquire
Community Legal Services, Inc.
1424 Chestnut Straet
Philadelphia, PA 19102

83020

{Counsel for CEPA, TAG, Action Alliance of Sr. itizens.& John

Long, Jr.}

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

Suite 500

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

{Counsel far PP&L) .
I
Alan J. Barak, Esquire i l__"“_")
Penn Energy Project 5“!3 A
1417 Blue Mountain Parkway = F:"| o2
Harrisburg, PA 17112 prty j
{Attorney for Envifonmentalists) > mo
DL =
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Ditworth, Paxson, Kalish & Kauffman_ &0 75
305 North Front Streef, Suite 403 T
Harrisburg, PA 17101 ™ P
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Delmarva Power & Light. Company
800 King Street

Wiimington, DE 19889

(Counsel for Delmarva Power & Light}
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P.O. Box 1595

Indianapolis, IN 46206-1535

Janet Miller, Esquire
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90t M Street, S.E, 0

Washington, DC 20374-5018
(Counsel for Dept. of Navy)

Rabert A. Mills, Esqure

McNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108-1166

{Counsel for PA Retailers' Association)

Joel O. Newtan, Esquire

Verner Liipfert Bernhard McPherson & Hand
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Washington, OC 20005-2301

{Counsel far Allegheny Power)

Gordon J. Smith, Esquire

John & Hengarer

1200 17" Street, NW - Suite 600

Washington, OC 20036-3006

{Duke Energy Trading and Marketing, Vastar, & Electric
Clearinghouse)

Joseph A. Dworetzky, Esquire
John P, Lavelle, Ji., Esquire
Hangley Aronchick Segal & Pudlin
Cne Logan Square - 12" Floor
Philadelphia, PA 19102

{Counsel for New Energy Ventures)

Stephanie A. Sugrue, Esquire/Sheila S. Hollis, Esquire
Mary Ann Rallis, Esquire '

Duane, Morris & Heckscher LLP

1667 K Street, N.W. - Suite 700

Washington, DC 20008-7800

(Counsel for QST Energy)

Lance S. Haver
§048 Ogontz Avenue
Philadelphia, PA 19141

John Gallagher, Esqurie

Michael Klein, Esquire

LeBoeuf, Lamb, Greene & MacRae, LLP

200 North Third Street - Suite 300

Hamisburg, PA 17108-2105

{Counsel for Enron Energy Services Power, inc.)

Kenneht G. Hurwitz, Esq.

Maureen 2. Hurley, Esq.

Venable, Baetier, Howard & Civiletti, LLP
1201 New York Ave., Suite 1100
Washington, DC 20008-3917

Dated: November 25, 1997

100 N, Tenth Street

Harrisburg, PA 17105

(Counsel for Mid-Atlantic Power Supply Association)

John L, Munsch, Esquire
Atlegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689
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Terence Fitzpatrick, Esquire
David Desalie, Esquire

Ryan, Russeil, Ogden & Seltzer
800 North Third Street, Suite 101
Harrisburg, PA 17102

{Counsel for GPU)

Joseph J. Malatesta, Jr., Esquire

Lillian Smith Harris, Esquire

Malatesta Hawke & McKeon LLP
Harrishurg Energy Center

100 North Tenth Street - P.O. Box 1778
Harrisburg, PA 17105

{Muricipa! Group)

Usher Fogel, Esquire

Roland, Fogel, Kablenz & Carr, LLP
1 Celumbia Place

Albany, NY 12207

(Counsel for Pennsylvania Petroleum Associafion and Pennsylvania
Association of Plumbing, Heating, Cooling Gantractors, Inc )

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

300 Hamilton Blvd.; Suite 300
Peoria, L 81602

John Klauberg, Esquire

Bruce Miller, Esquire

LeBoeuf, Lamb, Greene & MacRae, LLP

125 West 55" Street

New York, NY 10019-5389

{Counsel for Enron Energy Services Power, Inc.)

Vincent J. Waish, Jr., Esq.

SouthEastern Pennsylvania Transportation Authority
1234 Market Street - Fifth Fioor

Philadelphia, PA 19107-378-0

Qﬁacﬂ ,\é’ }G’/\ﬁy’/ S0

Paui R. Bonney

Assistant General Counsel
PECO Energy Company
2301 Market Street, 523-1
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{215) 841-4252
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LEBOEUF, LamMB, GREENE & MACRAE

L.L.P
A LIMITED LIABILITY PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS
NEW YORK 200 NORTH THIRD STREET
WASHINGTON SUITE 300
ALBANY P.O. Box 12105
BOSTON
HARRISBURG, PA |17108-2105

DENVER

(717} 232-8199
HARRISBURG
HARTFORD

FACSIMILE: 1717} 832-8720C
JACKSONVILLE

November 26, 1997

BY HAND

Tames McNulty, Prothonotary

Pennsylvania Public Utility Commission
North Office Building

P.O. Box 3265
Harrisburg, PA 17105-3265

Re:
Docket No: R-00973953 -

Petition of Enron Energy Services Power, Inc.
Docket No. P-00971265

LOS ANGELES
NEWARK
PITTSBURGH
PORTLAND. OR
SALT LAKE CITY
S5AN FF?AN(;J—SCO
BRUSSELS
MOSCOW
. ALMATY
LONDON

A LONDON-B8ASED
MULTINATIONAL FARTNERSHIP]
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Pennsylvania Public Utility Commission v. PECO Energy Company

AL SRS

Dear Mr. McNulty:

vEC 04 mgy

Enclosed please find for filing on behalf of Enron Energy Services Power, Inc.
("EESPI") an original and three {3) copies of the following nonsubstantive corrections to the
transcripts from evidentiary hearings held on November 17, 18 and 19, 1997, in the above-
captioned proceedings. The following corrections relate to the Indexes of Witnesses, Indexes to
Statements and Indexes to Exhibits. EESPI reserves the right to make any further corrections to

the transcripts.

November 17; 1997

PAGE READS: SHOULD READ:

1191 PECO: witness Steven J. Enron/EESPI: witness
Kean Steven J. Kean

1191 Enron: witness Michael Enron/EESPI: witness

oot 5= RS,



James McNulty, Prothonotary
November 26, 1997
Page 2

PAGE:

1192

1192

1192

1537

1537

1538

1538

PAGE;

1893

READS:

Enron: Statement No. 2-
R

EESPI: No. I, No. I-R,
No. 10-R, Nos. 6 6-SR

EPMI: No. 1-0

November 18, 1997
READS:

Enron: Number 2
(Revised, Statement 2)
EESPI: Number Cross-
Exam. |

Enron: No. 4, No. 4-R,
No. 3, No. 3-R, No. 2,
No. 2-R, No. 6, No. 6-R,
No. 5, No. 5-R

EESPI: No. 7, No. 7-R

November 19, 1997
READS:

Enron: No. 9 and 9-R,
No. 11-R

SHOULD READ;

Environmentalists:
Statement No. 2-E

Enron/EESPI: No. 1,
No.1-R, No.10-R

Enron/EPMI: No. 6, No.
6-SR

Enron/EPMI: No. 1-0

SHOULD READ;

Enron/EESP]: No. 2

(Revised, Statement No.
2)

Enron/EESPI: Cross-

Exam. Number 1

Enron/EESPI: No. 4, No.
4-R, No. 3, No. 3-R, No.
2, No. 2-R, No. 6, No. 6-
R, No. 5, No. 5-R

Enron/EESPI: No. 7, No.
7-R

SHOULD READ:;

Enron/EESPI: No. 9 and
9-R, No. 11-R



James McNulty, Prothonotary
November 26, 1997
Page 3

PAGE;

1893
1894
1894

1894

2273 (line: 3)

2273 (line: 20)
2273 (line: 21)

2274 (line: 4)

READS;

EESPI: No. 8, No. 8-R

EESPI CX: No. 1

Enron: No. 2

PUC: No. 7-1, No. 8,
No. 14

Energy Services Power,
Inc. Exhibit No. 2

responses, PUC No. 7-1,
No. 8 and No. 14

(Thereupon, PUC Nos.
7-1, 8 and 14 were

(Thereupon, PUC Nos.
7-1, 8 and 14 were

SHOULD READ;

Enron/EESPI: No. 8, No.
8-R

[This is not an
Enron/EESPI exhibit]

Enron/EESPI: Cross-

Exam. Number 2

Enron/EESPI: Cross-

Exam. Number 2
(Supplements)

Energy Services Power,
Inc. Cross-Exam. Exhibit
No. 2

responses, PUC, Set I,
No. 8 and No. 14

(Thereupon, PUC, Set I,
No. 8 and No. 14 were

(Thereupon, PUC, Set I,
No. 8 and No. 14 were

If you should have any questions or comments, please do not hesitate to

contact me at your convenience.

Sincerely,

ATRERURTAY TN

- Michael D. Klein

cc:  The Honorable Marlane Chestnut
The Honorable Charles Rainey

Holbert Associates

All Parties on Certificate of Service



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission
V.

PECO Energy Company

Petition of Enron Energy Services Power,

Inc.

Docket No. R-00973953

Docket No. P-00971265

CERTIFICATE OF SERVICE

I hereby certify that I have on this 26th day of November, 1997, served a true

copy of the foregoing Transcript Changes on behalf of Enron Energy Services Power, Inc.

upon the participants, listed below, in accordance with the requirements of 52 Pa.Code § 1.54:

Paul R. Bonney, Esquire

Noel H. Trask, Esquire

Ward L. Smith, Esquire

Assistant General Counsel

PECO Energy Company

2301 Market Street, P.O. Box 8699
Philadelphia, PA 19101-86%99
(PECO Energy Company)

Paul E. Russell, Esquire

Pennsylvania Power & Light Company
Two North Ninth Street

Allentown, PA 18101

(Pennsylvania Power & Light Company)

Senator Vincent J. Fumo
Christopher B. Craig, Esquire
Senate Democratic Appropriations
Committee

Main Capitol Building, Room 545
Harrisburg, PA 17120

(Senator Vincent J. Fumo)

Donald A. Kaplan, Esquire

Lisa M. Helpert, Esquire

Preston Gates Ellis & Rouvelas Meeds
1735 New York Avenue, N.W., Suite 500
Washington, DC 20006

(Pennsylvania Power & Light Company)



Steven P. Hershey, Esquire
Philip A. Bertocci, Esquire
Community Legal Services
1424 Chestnut Street, 4th Floor
Philadelphia, PA 19102
(Communiry Legal Services)

Roger Clark, Esquire
Environmentalists

905 Denston Drive
Ambler, PA 19002-3901
{The Environmentalists)

Craig A. Doll, Esquire

214 State Street

Harrisburg, PA 17101

(Delmarva Power & Light Company, d/b/a
Conectiv Energy)

Gordon J. Smith, Esquire

John & Hengerer

1200 17th Street, N.'W,

Suite 600

Washington, DC 20036

(Self), (Duke Energy Trading & Marketing,
LLC), (Noram Energy Management, Inc.),
(Vastar Power Marketing, Inc.), (Electric
Clearinghouse, Inc.)

Walter W. Cohen, Esquire

Andrew J. Giorgione, Esquire

Obermayer Rebmann Maxwell & Hippel,
L.L.P.

204 State Street

Harrisburg, PA 17101

(Indianapolis Power & Light Company)

Joseph A. Dworetsky, Esquire

John Lavelle, Jr., Esquire

Hangley, Anonchick, Segal and Pudlin
One Logan Square, 12th Floor
Philadelphia, PA 19103

(New Energy Ventures, Inc.)

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601
(Allegheny Power)

Stephanie Sugrue, Esquire

Mary Ann Ralls, Esquire

Duane, Morris & Heckscher
L.L.P.

1667 K Street, N.W.

Suite 700

Washington, DC 20006

(OST Energy, Inc.)

Audrey Van Dyke, Associate Counsel
Naval Facilities Engineering Command

‘Washington Navy Yard, Bldg 218,

Room 200

901 M Street, S.E.
Washington, DC 20374-5018
(Department of Navy)

Bernard Ryan, Esquire

Karen OQill Moury, Esquire

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

(OSBA)



! .

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

{OCA)

Robert Mills, Esquire

McNees, Wallace & Nurick
100 Pine Street, P.O. Box 1166
Harrisburg, PA 17108-1166
(PA Retailers’ Association)

Terrance J. Fitzpatrick, Esquire

David M. DeSalle, Esquire

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

(GPU)

William T. Hawke, Esquire

Janet Miller, Esquire

Todd Stewart, Esquire

Malatesta, Hawke & McKeon, L.L.P.
Harrisburg Energy Center

100 North Tenth Street

Harrisburg, PA 17105-1778
(Mid-Atlantic Power Supply Association)

Usher Fogel, Esquire

Roland, Fogel, Koblenz & Carr, L.L.P.

1 Columbia Place

Albany, NY 12207

(Pennsylvania Petroleum Association), (PA

Association Plumbing, Heating and Cooling

Contractors)

David Kleppinger, Esquire

Derrick P. Williamson, Esquire
McNees, Wallace & Nurick

100 Pine Street, P.O. Box 1166
Harrisburg, PA 17108-1166
(Philadelphia Area Industrial Energy
Users Group)

Linda C. Smith, Esquire

Dilworth, Paxton, Kalish & Kauffman,
L.L.P.

305 North Front Street - Suite 403

Harrisburg, PA 17101-1236

(American Association of Retired Persons)

Kenneth L Mickens, Senior Prosecutor
Charles D. Shields, Prosecutor

The Office of Trial Staff

Pennsylvania Public Utility Commission
P.0O. Box 3265

Harrisburg, PA 17105-3265

(0TS)

Joseph J. Malatesta, Esquire

Lillian Smith Harris, Esquire
Malatesta, Hawke & McKeon, L.L.P.
Harrisburg Energy Center

100 North Tenth Street

Harrisburg, PA 17105-1778
(Municipal Group)

Mr. Lance Haver
6803 Lawton Avenue
Philadelphia, PA 19126

(Self)



Paul Nordstrom, Esquire
Vemer, Lipfert, Bernhard,
McPherson & Hand
901 North 15th Street, NW
Washington, DC 20005-2301
(Allegheny Power)

Kenneth G. Hurwitz, Esquire

Maureen Z. Hurley, Esquire

Venable, Baetjer, Howard & Civiletti,
L.L.P.

1201 New York Avenue, N.W.

Suite 1000

Washington, DC 20005-3917

(Septa)

Richard Silkman

163 Main Street
Yarmouth, ME 04096
(CEPA Witness)

Vincent Walsh, Jr., Esquire

Assistant Deputy Counsel

Southeastern Pennsylvania Transportation
Authority

1234 Market Street

Fifth Floor

Philadelphia, PA 19107-3780
(Sepra)

Michael D. Klein
LeBoeuf, Lamb, Greene & MacRae
L.L.P.

200 North Third Street, Suite 300
P.0O. Box 12105

. ;JGU L0
Harrisburg, PA 17108-210%;, -~
(717) 232-8199 = 5 .
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Attorney for Enron Energy =% % i}
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NEW YORK
WASHINGTON
ALBANY
BOSTON
DENVER
HARRISBURG
HARTFORDR
JACKSbNVlLLE

James McNulty, Prothonotary
Pennsylvania Public Utility Commission
North Office Building

P.G. Box 3265

Harrisburg, PA 17105-3265

Re:

_u\‘_ -
LEBOEUF, LaMB, GREENE ACRAE

L.L.P
A LIMITED LIABILITY PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS
200 NORTH THIRD STREET
SUITE 300
P.O. Box |12I105
HARRISBURG, PA |7108-2105
(17!7) 232-8199

FACSIMILE: | 717} 232-B720

November 26, 1997

Petition of Enron Energy Services Power, Inc.
Docket No, P-00971265

LOS ANGELES
NEWARK
FITTSBURGH
PORTLAND, OR
SALT LAKE CITY
SAN FRANCISCO
BRUSSELS
MOSCOW
ALMATY

LONDON
IA LONDON-BASED
MULTINATIONAL RARTNERSHIP)

ciion oy Prothanotary
Jblic yriirty Comnissino
Pennsylvania Public Utility Commission v. PECO Energy Company
Docket No. R-00973953

A Jp

Dear Mr. McNulty:

N Pursuant to my letter dated November 25, 1997, attached please find a list of
signatories to the Confidentiality Agreement in the above-captioned proceeding who received a
proprietary copy of the Supplemental Exhibits Nos. 2 and 3 to the Surrejoinder Testimony of
Christopher P. Kinney on behalf of Enron Energy Services Power, Inc.

If you have any questions concerning this matter, please contact me at your
convenience.

Sincerely,

MDK/mas

cc:  The Honorable Marlane Chestnut ” : J A 5! PR
. R WA S A RV
The Honorable Charles Rainey SR R{! ?“
e P b, § Ry
ML
s or ‘__if, e g ;

c\‘\ | T
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Pennsylvania Public Utility Commission v. PECO Energy Company

Docket No. R-00973953

Petition of Enron Energy Services Power, Inc.
Docket No. P-00971265

List of Signatories to Confidentiality Agreement who received a copy of the Supplemental
Exhibits Nos. 2 & 3 to the Surrejoinder Testimony of Christopher P. Kinney

Paul R. Bonney, Esquire
(PECO Energy Company)

Paul E. Russell, Esquire
(Pennsylvania Power & Light Company)

Joseph A. Dworetsky, Esquire
(New Energy Ventures, Inc.)

Craig A. Doll, Esquire
(Delmarva Power & Light Company, d/b/a
Conectiv Energy)

Bernard Ryan, Esquire
(OSBA)

David Kleppinger, Esquire
(Philadelphia Area Industrial Energy
Users Group)

Terrance J. Fitzpatrick, Esquire

(GPU)

William T. Hawke, Esquire
(Mid-Atlantic Power Supply Association)

Christopher B. Craig, Esquire
(Senator Vincent J. Fumo)

Steven P. Hershey, Esquire
(CEPA)

Roger Clark, Esquire
(The Environmentalists)

Walter W. Cohen, Esquire
(Indianapolis Power & Light Company)

Tanya McCloskey, Esquire
Steven K. Steinmetz, Esquire
(OCA)

Linda C. Smith, Esquire
{American Association of Retired Persons)

Kenneth L Mickens, Senior Prosecutor
Charles D. Shields, Prosecutor

(0T5)

Pau] Nordstrom, Esquires q
]

(Allegheny Power) — L/4, C', ['ﬂ/ j E N T




James W. Durham
Senior vice Presient
anag Gener: Counsel

Edwara J. Cullen, Jr,
Depury General Counsel

Sandra H. Bvrne
Lagal Adrmupistyaior

Paul B. Banney
Eilen M, Cavanaugn
Jessica N. Cone
Todd D. Cutler
Harvev 8. Dikier
Susan Sciamanna Foent
Vilna Walgron Gasion
Gregory Golazesia
Jonhn C, Halderman
Mary McFall Hooper
Canrag Q. Katirer
Steohanie Whitlon Lewis
Jeffrev J. Norien
Mark B, Peapooy
Roslyn G. Poliack
Wendy Schermer
Richara 5, Schleget
Jenny P Shulbank
Ward L. Smith
Delia W, Stroud
Dawn Getty Sutphin
MNoel H. Trask
Ronalg L. Zack

Assistant Generai Counsel

Legal Denartment

—
———
e ——
e ——
e————
———
-

PECO EN ERGY PECO Energy Company

2301 Marker Streez
PO Box 8699

0 2 0 7 g q 97 QEC -1 AMII: 0D Philadelphia, PA 19101-8699

215 841 5544
RECEIVED

Fax 215 568 3389
PROTHOROTARY'S OFFICE
! I‘DTHOHL]TAPY 50U - Direct Dial: 215 841 4252

November 26, 1997

Via Fax and First Class Mail

Honorable Marlane R. Chestnut C

Honorable Charies E. Rainey, Jr. D O UM EN T
Administrative Law Judges

Pennsylvania Public Utility Commission F O L D E R
1302 Philadelphia State Office Building
1400 West Spring Garden Street

Philadelphia, PA 19130

Re:  Application Of PECO Energy Company For Approval Of lts Restructuring Plan
Under Section 2806 Of The Public Utility Code;
Docket No. R-00973953

Dear Judges Chestnut and Rainey:

Attached for filing in the above proceeding is a revision to PECO Energy's Answer to

the Commission’'s Data Requests, Set lll. This revision corrects two numerical errors on
page 3 of our response.

Sincerely,
pwcﬁ /gm/w/ /#50

Paul Bonney

PRB/mbo
Enclosure

cc: w/encilosures
James McNulty, Acting Secretary (cover Itr and Certificate of service only)
John M. Quain, Chairman
David W. Rolka, Commissioner
John Hanger, Commissioner
Robert K. Bloom, Commissioner
Nora Mead Brownell, Commissioner
Cheryl Walker Davis, Office of Special Assistants
John Povilaitis, Law Bureau
Certificate of Service

102858v02

KJR



® DOCBVENT
total. Please perform this calculation for each of trErQILMm&Rnarios a.

and b.:

a. all consumers remain a bundled customer of PECO Energy and
purchase generation at the generation credit rates found in PECO’s Aprii 1
filing.

b. all consumers procure generation at a market price in 1999 of 2.38
cents/kWh escalating at 3% per year for each and every year of the
transition period.

Answer 111-2

A comparison of the Company’s original 4-1-97 filing with $4.0 billion of asset
securitization assumed by the interrogatory is also provided in Tables 2 and 3.
Under Case 2a, which develops the original filing with market prices at the 4-1-
97 filed generation cap, customers would pay, on a present value basis, $668
million more than existing rates ($17.176 B vs. $16.508 B) due to the elimination
of the market price cap beginning 1-1-06. Under Case 2b, with the original 4-1-
97 filing and given market prices, customers would benefit on a present value
basis by $583* million ($15.925* B vs. $16.508 B).

Question 1l1-3

Assume the Enron Choice Plan is implemented without medification and
that no legal impediment to securitization exists. Please provide a table
quantifying the nominal cash value for each and every year of the transition
period and the net present value and levelized annual rate cut (relative to
the PECO system rate in effect on 12/31/1996) for plan in total. Please
perform this calculation for each of the following scenarios, and assume
that transmission and distribution rates are as found in the Choice plan for
each and every year of the Choice plan’s transition period.

a. all consumers are provider of last resort customer of Enron and
purchase generation at the energy and capacity cap rates found in the
Choice Plan petition.

b. all consumers procure generation at a market price of 2.88 cents/kWh
on a system basis in 1999 escalating at 3% per year for each and every year
of the transition period.

*Revised 11-26-97 BOCKETE |

0tC 01 1997



Cerificate of Service

{ hereby certify that | have this day served the foregeing docurnent on the following in-the matter of Pennsyivania Public Utility
Commission v. PECO Energy Company Pa. PUC Docket No. R-00973953.

Honorabie Marlane R. Chestnut) Heonorable Charles E. Rainey, Jr.
Administrative Law Judge Administrative Law Judge
1302 Philadeiphia State Office Building 1302 Philadelphia State Office Building
1400 West Spring Garden Street 1400 West Spring Garden Street
Philadeiphia. PA 13130 Philadelphia, PA 19130
Kenneth L. Mickens. Esquire Tanya McCloskey, Esquire
Pennsylvania Public Utility Commission Steven K. Steinmetz, Esquire
Office of Trial Staff Assistant Consumer Advocate
P.O. Box 3265 Office of Consumer Advocate
Harrisburg, PA 17105-3265 1425 Strawbemny Square
Harrisburg, PA 17120
Derrick Williamson. Esquire Karen Qill Moury, Esquire
David Kleppinger, Esquire Assistant Small Business Advocate
McNees, Wallace & Nurick Suite 1102, Commerce Building
100 Pine Street 300 N. 2™ Street
Hamisburg, PA 17108-1166 Harrisburg, PA 17104
(Counsel for PAIEUG)
Christopher B. Craig, Esquire Steven P. Hershey, Esquire
Democratic Committee on Appropriations Community Legal Services, Inc.
Room 545, Main Capitol Building 1424 Chestnut Street
Harrisburg, PA 17120 Philadelphia, PA 12102
(Counsel for The Honorable Vincent J. Fumo} (Counsel for CEPA, TAG, Action Alliance of Sr. Citizens & John
Long, Jr.)
Daniel Clearfield, Esquire Oonaid A. Kaplan, Esquire
Alan Kohier, Esquire Preston, Gates, et al.
Wolf, Block, Schorr and Solis-Cohen Suite 500
305 N, Front Street: Suite 401 1735 New York Avenue, NW
Harrisburg, PA 17101 Washington, DC 20006-4759
{Counsel for Enron) (Counsel for PP&L)
Paul Russell, Esguire Alan J, Barak, Esquire
Pennsylvania Power & Light Company Penn Energy Project
Two North Ninth Street 1417 Blue Mountain Parkway
Allentown, PA 18101 Harmrisburg, PA 17112
{Counsel for PP&L) {Attorney for Environmentalists)
Roger Clark, Esguire Linda C. Smith, Esquire
NESIP Dilworth, Paxson, Kalish & Kauffman
905 Densten Drive 305 North Front Street, Suite 403
Ambier, PA 19002-3301 Harrisburg, PA 17101
{Counsel for AARP)
Craig A. Doll, Esquire Randall V. Griffin, Esquire
214 State Street Delmarva Power & Light Company
Harrisburg, PA 17101 800 King Street
(Counsel for Deimarva Power & Light) Wilmington, DE 19899
(Counsel for Delmarva Power & Light)
Waiter W. Cohen, Esquire / Andrew J. Giorgione, Esquire Michael G. Banta, Esquire
Obermayer Rebmann Maxwell & Hippel LLP Indianapolis Power & Light Campany
204 State Street One Monument Circle
Harrisburg, PA 17101 P.O. Box 1585
{Counsel for iPL) Indianapolis, IN 46206-1595
Audrey Van Dyke, Associate Counsel S Janet Miller, Esquire
Naval Facilities Engineering Commmand , Willlam T. Hawke, Esquire/Todd S. Stewart, Esq.
Washington Navy Yard, Building 218, Roorn 200 Malatesta Hawke & McKeon
801 M Street, S.E. 100 N, Tenth Street

92922



Washington, DC 20374-5018
(Counsel for Dept. of Navy)

Robert A. Mills, Esqure

McNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108-1166

{Counsel for PA Retailers' Association)

Joel D. Newton, Esquire

Verner Liipfert Bernhard McPherson & Hand
801 - 15" Street, NW

Washington, DC 20005-2301

{Counsei for Allegheny Power)

Gordon J. Smith, Esquire

John & Hengerer

1200 17" Street, NW - Suite 600

Washington, DC 20036-3006

(Duke Energy Trading and Marketing, Vastar, & Electric
Clearinghouse)

Joseph A, Dworetzky, Esquire
John P. Lavelle, Jr., Esquire
Hangtey Aronchick Segal & Pudlin
One Logan Square - 12™ Fioor
Philadelphia, PA 19102

{Counsel for New Energy Ventures)

Stephanie A, Sugrue, Esauire/Sheila S. Hollis, Esquire
Mary Ann Rallis, Esquire

Duane, Morris & Heckscher LLP

1667 K Street, N.W, - Suite 700

Washington, DC 20006-7800Q

(Counsel for QST Energy)

Lance S. Haver
6048 Ogontz Avenue
Philadelphia, PA 19141

John Gallagher, Esqurie

Michael Klein, Esquire

LeBoeuf, Larnb, Greene & MacRae, LLP

200 North Third Street - Suite 300

Harrisburg, PA 17108-210S

{Counsel for Enron Energy Services Power, Inc.)

Kenneht G. Hurwitz, Esq.

Maureen Z. Hurley, Esq.

Venable, Baetjer, Howard & Civiletti, LLP
1201 New York Ave,, Suite 1100
Washington, DC 20005-3917

Dated; November 26, 1897

Harrisburg, PA 17105
(Counsel for Mid-Atlantic Power Supply Association)

John L. Munsch, Esquire
Allegherry Power

800 Cabin Hill Drive
Greensburg, PA 15601-1683
{Counsel for Allegheny Paower)

Terence Fitzpalrick, Esquire
David Desalle, Esquire

Ryan, Russell, Ogden & Seltzer
800 North Third Street, Suite 101
Harrisburg, PA 17102
{Counsel for GPU)

Joseph J, Malatesta, Jr., Esquire

Lillian Smith Harris, Esquire

Malatesta Hawke & McKeon LLP
Harrisburg Energy Center

100 North Tenth Street - P.O. Box 1778
Harrisburg, PA 17105

(Municipal Graup}

Usher Fogel, Esquire

Roland, Fogei, Koblenz & Carr, LLP

1 Columbia Place

Albany, NY 12207

{Counsel for Pennsylvania Petraleum Association and Pennsylvania
Association of Plumbing, Heating, Cooling Contractors, Inc.)

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

300 Hamilton Blvd.; Suite 300
Peoria, (L 61602

John Klauberg, Esquire

Bruce Miller, Esquire

LeBoeuf, Lamb, Greene & MacRae, LLP

125 West 55" Street

New York, NY 10019-5389

{Counsel for Enron Energy Services Power, Inc))

Vincent J. Walsh, Jr., Esq.

SouthEastern Pennsylvania Transportation Authority
1234 Market Street - Fifth Fioor

Philadelphia, PA 19107-378-0

ccécf 7600/7.@«///;//5&
Paul R. Bonney 77
Assistant General Counsel
PECQ Energy Company
2301 Market Street, $23-1
Philadelphia, PA 19103
(215) 841-4252
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James W. Durham
Zenior Vice Fresaent
ang Generai Caunsen

Edwara J. Cullen, Jr.
Deguty General Counse:

Sangra H. Bvrne
tagal Adminsirator

Paul R. Bonney
Eiien M. Cavanaughn
Jessica N. Cone
Totd D. Cutler
Harvey B. Dikter
Susan Sciamanna Foehl
Wilna Waldron Gaston
Gregory Golazeski
Jahn C, Halderman
Marv McFall Hopoar
Conrac 0. Xanner
Siephante Whitlon Lews
Jefirev J. Narton
Mark B. Peabody
Postyn G. Pollack
Wenay Schermer
Richard 5. Schlegel
Jenny P Shulbank
Ward L. Smnh
Delia W. Stroug
Dawn Getty Sutprin
Noel H. Trask
Ronai¢l L. Zack

asmisiant Generar Counse)

Legal Department
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PECO ENERGY

PECO Energy Company
2301 Market Street

. ) PO Box 8699
' . Philadelphia, PA 19101-869%
020688( 97DFC -1 AMI0:03 215841 5544
. Fax 215 568 3389
O RECEIVED
v PEOTHOMOTARY'S GFFICY  Direct Dial: 215 841 4252

November 26, 1997

DOCUMENT
FOLDER

Via Fax and First Class Mail
Henorable Marane R. Chestnut
Honorable Charles E. Rainey, Jr.
Administrative Law Judges
Pennsyivania Public Utility Commission
1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Re:  Application Of PECQO Energy Company For Approval Of Its Restructuring Plan
Under Section 2806 Of The Public Utility Code;

Docket No. R-00973953

Dear Judges Chestnut and Rainey:
I _ Kap
Attached for filing in the above proceeding is a revision to PECO Energy’s Answer to

the Commission's Data Requests, Set lll. This revision corrects two numerical errors on
page 3 of our response.

Sincerely,

(il Kooy (750

Paul Bonney

PRB/mbo
Enclosure .

cc: w/enclosures
James McNulty, Acting Secretary (cover Itr and Certificate of service only)
John M. Quain, Chairman
David W. Rolka, Commissioner
John Hanger, Commissioner
Robert K. Bicom, Commissioner
Nora Mead Brownell, Commissioner
Cheryt Walker Davis, Office of Special Assistants
John Povilaitis, Law Bureau
Certificate of Service

102858v02



0 Cerificate of Service .

| hereby certify that | have this day served the foregoing docurnent on the following in the matter of Pennsylvania Public Utility
Commission v. PECO Energy Company Pa. PUC Docket No. R-00973953,

Honarable Charles E. Rainey, Jr.
Administrative Law Judge

Honorable Marlane R. Chestnut)

Administrative Law Judge

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

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Commission
Office of Trial Staff

P.Q. Box 3265

Harrisburg, PA 17105-3265

oersonimen e HOCUMENT
FOLDER

David Kleppinger, Esquire
McNees, Wallace & Nurick
100 Pine Street

Harrisburg, PA 17108-1166
{Counsel for PAIEUG)

Cheistophers B. Craig, Esquire

Qemocratic Committee on Appropriations
Roam. 545, Main Capito! Buifding

Harrisburg, PA 17120

(Counsel for The Honorable Vincent J.. Fumo)

Daniel Clearfield, Esquire

Alan Kohler, Esquire

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

{Counsel for Enron)

Paul Russell, Esquire
Pennsylvania Power & Light Company
Two North Ninth Street
Allentown, PA 18101
(Counsel for PP&L)

Roger Clark, Esquire
NESIP

905 Denston Drive
Ambler, PA 19002-3901

"1

Craig A. Doll, Esquire

214 State Street

Harrisburg, PA 17101

(Counse! for Delmarva Power & Light)

Walter W. Cohen, Esquire / Andrew J. Giorgione, Esquire
Obermayer Rebmann Maxwell & Hippel LLP

204 State Street

Harrisburg, PA 17101

(Counsel for IPL)

Audrey Van Dyke, Associate Counsel

Naval Facilities Engineering Command
Washington Navy Yard, Building 218, Room 200
901 M Street, S.E.

92922
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1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Tanya McCloskey, Esquire

Steven K. Steinmetz, Esquire

" Assistant Consumer Advocate

Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

Karen Ol Moury, Esguire
Assistant Small Business Advocate
Suite 1102, Commerce Building
300 N. 2™ Street

Harrisburg, PA 17101

Steven P. Hershey, Esquire
Community Legal Services, inc.
1424 Chestriut Street
Philadelphia, PA 18102

{Counsel for CEPA, TAG, Action Alliance of Sr. Citizens & John

Long, Jr.)

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

Suite 500

1735 New York Avenue, NW
Washington, DC 20006-4759
(Counsel for PP&L)

689020

Alan J. Barak, Esquire

Penn Energy Project

1417 Blue Mountain Parkway
Harrisburg, PA 17112
{Attorney for Environmentalists)

tinda C..Smith, Esqguire =
Ditworth, Paxson, Kalish & Kauftmar;
305 North Front Street, Suite 403 —
Harrisburg, PA 17101 5‘5
(Counsel for AARP)

Randal| V. Griffin Eequire E=r
Delmarva Power & Light Compan o
800 King Street r 1
Wilmington, DE 19889 &
{Counse| for Delmarva Power & Llat)

S. ﬂ
AL
E0:0luy |- J30(6

Michael G. Banta, Esquire %)
Indianapolis Power & Light Company
Cne Manument Circle

P.0O. Box 1595

Indianapolis, IN 46206-1595

Janet Miller, Esquire

William T. Hawke, Esquire/Todd S. Stewart, Esa,
Malatesta Hawke & McKeon

100 N. Tenth Street




Washington, DC 20374-5018 o
{Counsel for Dept, of Navy}

Rabent A. Mills, Esqure

McNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108-1166

{Counsel far PA Retailers’ Assaciation)

Joel D. Newton, Esquire

Verner Liipfert Bernhard McPherson & Hand
904 - 15" Street, NW

Washington, DC 20005-2301

{Counsel for Allegheny Power)

Gaordon J. Smith, Esquire

John & Hengerer

1200 17" Street, NW - Suite 600

Washington, DC 20036-3006

(Duke Energy Trading and Marketing, Vastar, & Electric
Clearinghouse)

Joseph A. Dworetzky, Esquire
John P. Laveile, Jr., Esquire
Hangley Aronchick Segal & Pudlin
One Logan Square - 12 Floor
Philadeiphia, PA 19102

{Counsel far New Energy Ventures)

Stephanie A. Sugrue, Esquire/Sheila S. Hollis, Esquire
Mary Ann Rallis, Esquire

Duane, Morris & Heckscher LLP

1667 K Street, N.W. - Suite 700

Washington, DC 20006-7800

{Counsel for QST Energy}

Lance S. Haver
6048 Ogontz Avenue
Philadelphia, PA 18141

John Galtagher, Esqurie

Michael Klein, Esquire

LeBoeuf, Lamb, Greene & MacRae, LLP

200 North Third Street - Suite 300

Harrisburg, PA 17108-2105

{Counsel for Enron Energy Services Pawer, Inc.}

Kenneht G. Hurwitz, Esq.

Maureen Z. Hurley, Esq.

Venable, Baetjer, Howard & Civiletti, LLP
1201 New York Ave., Suite 1100
Washington, BC 20005-3917

Dated; November 26, 1997

Harrisburg, PA 17105 .

(Counsel for. Mid-Atlantic Power Supply Association)

John L. Munsch, Esguire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689
(Caunsef for Allegheny Power)

Terence Fitzpatrick, Esquire
David Desalle, Esquire

Ryan, Russell, Ogden & Seltzer
800 North Third Street, Suite 101
Harrisburg, PA 17102
{Counsel for GPU)

Joseph J. Malatesta. Jr., Esquire

Lilian Smith Harris, Esquire

Malatesta Hawke & McKeon LLP
Harrisburg Energy Center

100 North Tenth Street - P.O. Box 1778
Harrisburg, PA 17105

(Municipal Group)

Usher Fogel, Esquire

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

Albany, NY 12207

{Counsel for Pennsyivania Petraleum Association and Pennsylvania

Association of Plumbing, Heating, Cooling Contractors, Inc.)

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

300 Hamilton Bivd.: Suite 300
Pegria, L. 61602

John Klauberg, Esquire

Bruce Miller, Esquire

LeBoeuf, Lamb, Greene & MacRae, LLP

125 West 55" Street

New Yark, NY t0013-5389

(Counsel for Enron Energy Services Power, Inc.)

Vincent J. Walsh, Jr,, Esqg.

SouthEastern Pennsylvania Transportation Authority
1234 Market Street - Fifth Floor

Fhiladelphia, PA 18107-378-0

me 7604/&;///6&

Paul R. Bonney

Assistant General Counsel
PECO Energy Company
2301 Market Street, $23-1
Philadelphia, PA 19103
{215) 841-4252
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OFFICE OF CONSUMER ADVOCATE
1425 Strawberry Square

Harrisburg, Pennsylvania 17120 D q f\
Ifﬁ

IRWIN A. POPOWSKY ﬁ /’i ./ ?(‘717) 783-504¢
~ @ P

Consumer Advocate

November 26. 1997 ij,f‘“fj
L
Honorable Marlane R. Chestnut Via Facsimile & Federal Express

Honorable Charlés E. Rainey, Jr.

Administrative Law Judges

PA Public Utility Commission

1302 Philadelphia State Office Bldg.

Philadelphia, PA 19130

Re:  Application of PECO Energy Company

for Approval of its Restructuring Plan
Under Section 2806 of the Public Utility
Code, Docket No. R-00973953, ¢t al

Dear Judges Chestnut and Rainey:

In accordance with the conference call held this moming, enclosed please find the
Exhibit of OCA witness Lee Smith, marked as OCA Exhibit LS-13 and the Exhibit of OCA witness
Doug Smith, marked as OCA Exhibit DCS-11. As agreed to by the parties on the conference call,
these exhibits are to be admitted into the record of this proceeding by stipulation of the parties. The
OCA asks that Your Honors admit these exhibits into the record. '

Copies of these Exhibits have been served upon all parties and the Court Reporter as
evidenced by the attached Certificate of Service.

Very truly yours,

T O 71y
Tanya J. McCloskey

Assistant Consumer Advocate

Enclosure
cc: Court Reporter, via Federal Express
All parties of record

42552



CERTIFICATEOPSERVICE - RECEIVED

Re:  Application of Peco Energy Company for DEC 1997
Approval of its Restructuning Plan Under
Section 2806 of the Public Utility Code PA PUBLIC Uity g

NPROTHONOTARY'S (rrssiON

Docket No. R-00973953 OFFICE

Petition of Enron Energy Services Power, Inc_,
for Approval of an Electnc Competition

and Choice Plan and for Authonty Pursuant

to Section 2807(e)(c) of the Public Utility Code
to Serve as the Provider of Last Resort in the

Service Termtory of PECO Energy Company
Docket No. P-00971265

I hereby certify that I have this day served a true copy of the foregoing document,
OCA Exhibit DCS-11 and OCA Exhibit LS-13, upon parties of record in this proceeding in
accordance with the requirements of 52 Pa. Code § 1.54 (relating to service by a participant), in the
manner and upon the persons list.ed below: |

Dated this 25th day of November, 1997,

EB TCL POSTAGE PREPAID

Kenneth L Mickens, Esq.
Office of Trial Staff

PA Public Utility Commission
P.O. Box 3265

Harrisburg, Pa 17105-3265

Daniel Clearfield, Esq.

Alan Kohler, Esq.

Robert Longwell, Esq.

Wolf, Block, Schorr and
Solis-Cohen

305 North Front Street, Suite 401
Harnsburg, PA 17101

Karen Oill Moury, Esq.
Small Business Advocate
Suite 1102 Commerce Bldg.
300 North Second St.
Harrisburg, PA 17101

Dawvid Kleppinger, Esq.
Dermck P. Williamson, Esq.
Robert A. Weishaar, Jr.
McNees Wallace & Nurick
100 Pine Street

P.O. Box 166

‘Harrisburg, PA 17108-1166



Craig A, Doll, Esq.
Delmarva Power & Light Co.
214 State St.

Harnsburg, PA 17101

Terrance J. Fitzpatrick

David M. DeSalle )

Ryan, Russell, Ogden & Seltzer, LLP
800 North Third Street

Suite 101

Harrisburg, PA 17102-2025

Walter W. Cohen, Esq.
Obermayer Rebmann Maxwell &
Hippei LLP

204 State Street

Harrisburg, PA 17101

Chnstopher B. Craig, Esq.

Senate Democratic Appropriations
Committee

Room 545 Main Capitol Bldg.
Harrisburg, PA 17120

Joseph J. Malatesta, Esq.

. Janet L. Miiler, Esq.
Malatesta Hawke & Mckeon, LLP
Harrisburg Energy Center
100 North Tenth Street
Harrisburg, PA 17101

Linda C. Smith, Esq.

Dilworth, Paxson, Kalish & Kauffman LLP
305 N. Front Street, Suite 403

Harrisburg, PA 17101-7811

John P. Zinkand, Esq.
Executive Vice Pres.
Pennsylvania Petroleum Assn.
Suite 121, Bldg. 2

2001 N. Front St.
Harmisburg, PA 17102
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Paul Bonney, Esq.

Ward Smith, Esq.

PECO Energy Company
2301 Market Street

P.O. Box 8699

Philadelphia, Pa 19101-8699

Gary A. Jeffnes, Esq.

CNG Energy Services Corporation
One Park Ridge Center

P.O. Box 15746

Pittsburgh, PA 15244-0746

Paul Russell, Esq.

Pennsylvania Power & Light Co.
Two North Ninth St.

Allentown, PA 18101

Steven P. Hershey, Esq.
Community Legal Services, Inc.
1424 Chestnut St.

Philadelphia, PA 19102

John L. Munsch, esq.

* Allegheny Power

800 Cabin Hill Dr.
Greensburg, PA 15601

Clinton A. Vince

Paul E. Nordstrom
Deborah A. Swanstrom
Joel D. Newton

Vemer, Liipfert, Bernhard, McPherso

& Hand
901 15th Street, NW
Washington, DC 20005-2301

Roger Clark, Esq.
Environmentalists

905 Denston Drive
Ambler, PA 19002-3901

T

LA

POSTAGE

Joseph A. Dworetzky, Esq.

New Energy Ventures

Hangley Aronchick Segal & Pudlin
One Logan Square, 12th Floor
Philadelphia, PA 19103

Donald A. Kaplan, Esq.

Lisa M. Helpent, Esq.

Preston Gates Ellis & Rouvelas Meeds
Suite 500

1735 New York Avenue, N.'W.
Washington, D.C. 20006-4759

Audrey Van Dyke, Esq.
Navy Facilities Command
Washington Navy Yard
Building 218, Room 200

901 M Street, S.E.
Washington, DC 20374-5018

Usher Fogel

Roland, Fogel, Koblenz & Carr, LLP
Pennsylvania Petroleum Association
1 Columbia Place

Albany, NY 12207

Liz Robinson

ECA

1924 Arch St.
Philadeiphia, PA 19103

Gordon J. Smith, Esq.

John & Hengerer

1200 17th St., N'W.

Suite 600

Washington, DC 20036-3006

Vickiren S. Aeschieman
Director-Regulatory Policy
QST Energy Inc.

300 Hamulton Blvd., Suite 300
Peona, IL 61602 ‘



Sheila S. Hollis, Esq.

Mary Ann Ralls, Esq.

Stephanie A. Sugrue, Esq.
Duane, Morris & Heckscher LLP
1667 K Street, N.W_, Suite 700
Washington, DC 20006-1608

John Klauberg, Esq.

Bruce Miller, Esq.

LeBoeuf, Lamb, Greene and
MacRae, LLP

125 West 55th Street

New York, NY 10019-5389

Kenneth G. Hurwitz, Esq.

Maureen Z. Hurley, Esq.

Venable, Baetjer, Howard &

Civiletti, LLP

1201 New York Avenue, N'W.

Suite 1000

Washington, DC 20005-8300
(Southeastern Pennsylvania Transportation
Authority)

/J-Z e O W ldndroon
Steven I(.\Steﬂmetz /‘
Tanya J. McCloskey -/
Assistant Consumer Advocates

Counsel For

Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

(717) 783-5048

44340
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® s @ OCA Exhibit DCS-11

Question:

Given DRI's Fall, 1997 fuel price outlook (as provided on 11/25/97 by Enron), how
wouid a current projection of PJM electricity market prices compare (o those projected in the
testimony of Douglas Smith (OCA Statement 2) in Docket R-00973953, dated June 19977

Response:

[ expect that a current analysis would yield somewhat lower near term (i.e.; tefore 2000)
market energy prices, relative to my original results. The precise effect is not possible to
determine without further analysis. My reasoning is as follows.

First, in the near term, market prices are driven primarily by the costs and characteristics
of existing marginal generating units in PJM. These marginal units burn primarily coal, with lesser
amounts of natural gas and oil. Focusing oa 1999 as an indicator of near term prices, DRI's Fall,
1997 projection features gas prices and coal prices several percent higher than those in the Fall,
1996 forecast undertying my initial analysis. The expected effect of these fuel price increases
would be to increase near term marginal energy prices by some amount.

However, my initial PECO market price analysis has since been revised (in the context of
proceedings related to PP&L. and other Pennsylvania utilities) to reflect several factors.

. Inclusion of a baseload unit that had been omitted from the initial ENPRO
simulation,;

. More flexible dispatch of energy imports from outside PJM;

. A reconciliation of DRI forecast prices with the actual 1996 prices, cotrecting an
overstatement of gas prices in my initial analysis.

Each of these revisions tended 10 lower forecasted market prices. | estimate that a revision
of nmy market price analysis to reflect both the Fall, 1997 DRI forecast and the other revisions
discussed above would yield somewhat lower near term prices, relative to the forecast presented
in Exhibit DCS4 of OCA Statement 2.

it may also be useful to review this conclusion from the perspective of my November,
1997 surrebuttal analysis, wiuch reflects the DR1 Spring, 1997 forecast and the other revisions
described above. For 1999, the DRI Fall, 1997 forecast features gas prices roughly 12 percent
above its Spring, 1997 forecast, and coal prices roughly one percent higher. [ therefore expect
that the near term effect of reflecting the DRI Fall, 1997 forecast would be to increase market
prices slightly, relative to my PECO surrebuttal testimony.

@@@%E?E% DOCUMENT
~ DEC 5 w97 RECE’VED EOLDED
“DEC 11997 |
PA PUBLIC y
PROTHONO%‘;’SC OgﬂSgErON



OCA Exhibit LS-13

To get from the annual all-hours wholesale generation pnce to the customer level requires
adiustment for load shape, for line losses, and for the Gross Receipts Tax. In our onginal
testimony, we did not realize that the values with which the market pnce was being compared
included the GRT, and we neglected to appiv this multiplier The filed retail market price. and the
resulting competitive generation revenues, were thus too low by the amount of the GRT in the
ongnal testimony and the revised original exhibits

The “multiplier” that brings rates to the retail level includes both Company average line losses
(from FERC Form 1) of 4 573% and the relationship between the “all-hours” wholesale price that
was calculated for each year and a system load-weighted price This relationship of necessity
changed as the energy and capacity components of the rate changed For the original testimony,
we used the multiplier calculated from 1999 data For the surrebunal, we recalculated this
weighting in 2001, because capacity prices increased significantly, and used this alternative weight

for all subsequent years.

BOCUMENT
FOLDER




Comparison of OCA Market Prices for PECO

1999 2000 2001 2002 2003 2004 2005 2006

Original Testimony: :

Exhibit LS-5

OCA All-Hours 0.02550 0.02844 0.03130 0.03303 0.03507 0.03596 0.03880 0.04062
Multiplier 1.1704 1.1704 1.1704 1.1704 1.1704 1.1704 1.1704 1.1704
Market Price In Exhibit 0.0298 0.0333 0.0366 - 0.0387 0.0410 0.0421 0.0454 0.0475
Market Price with GRT 0.0312 0.0348 0.0383 0.0404 0.0429 0.0440 0.0475 0.0497
Exhibit LS-5 Revised
‘OCA All-Hours 0.02461  0.02708 0.02989  0.03131  0.03319 0.03464 0.03722 0.03970
Multiplier 1.1694 1.1694 1.1694 1.1694 1.1694 1.1694 1.1694 1.1694
Market Price In Exhibit 00288 00317 00350 00366 00388 00405 00435 00464
Market Price with GRT 0.0301 0.0331 0.0366 0.0383 0.0406 0.0424 0.0455 0.0486
Surrebuttal Testimony:

Exhibit LS-12

OCA All-Hours 002389 002609 0.02899 0.03040 0.03212 0.03344 003527 0.03775
Multiplier 1.16 1.16 1.2272 1.2272 1.2272 1.2272 1.2272 1.2272
Market Price @ Customer 00277 00303 00356  0.0373 00394 00410 00433  0.0463

Market Price in Exhibit W/ GRT 00290 00317 00372  0.03%0 00412 00429 00453 00485

Multiplier consists of multiplying the two factors below:

1- Load weighting 11091  1.1091 1.1733 1.1733 1.1733 1.1733 1.1733 1.1733
2 - Line loss adjustment 1.0457 1.0457 1.0457 1.0457 1.0457 1.0457 1.0457 1.0457
Tx2 1.1598 1.1598 1.2270 1.2270 1.2270 1.2270 1.2270 1.2270



PJM Load Weighted Average Market Prize

(A) Peak Demand (MW)
(B) Required Capacity (+18% res.)
(C) Total Generation (GWh)

(D) Load Weighted Energy Price $/MWh
(E) Capacity Price $/kW-yr

(F) Total Capacity $000
(G) Total Generation $000
(H) Total $000

"~ () Load Weighted Market Price

(J) Ail-hours Energy $/MWh
(K) All-hours Capacity Price $/MWh
(L) Total All-hours Average Price $/MWh

(M) Muittiplier to gross-up all-hours

values to retail load-shape (before losses) *

1999
46,965
55,419

254,039

$22.18
$19.73

$1,093.411
$5,638,353
$6,731,764
$26.50
$21.64

$2.25
$23.89

1.1091

2001
48,274
56,963

261,905

$24.96
$41.66

$2,373,092

$6,536,300,

$8.909,392
$34.02

$24.24

$4.76
$29.00

1.1732

* Note the 1999 (M) values is used in 2000 and the 2001 is used in

all subsequent years.

Formulas

(A x1.18)

(B x E x 1000)
(C x'D)
(F+G)

(H)/(C)

(E)/(8.76)
(J +K)

(HrL)
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From The Desk Of ' '
HARRY L. ROSS

1709 Dianne Ct.
Linwood, N.J. 08221-2212

..November 28 1997
The State Regulators of

The Public Utility Commission éﬂ??~£%y‘j?
Harrisbury, Pa. ﬁﬂa»”
P 97/;)?5

Gentlemen:

The enclosed newspaper article makes me feel a little
-- better about the study being made, PECO vs Enrom.
My wife holds 300 sharss of PECO and depends on

&

the dividend she receives quarterly. In our

age bracket (I am 88 years young) INCOME is most
important, to cope with the rising cost of living.
We would hope her dividend would not be reduced,
thus we are hoping PECO wins out in this discussion
you are having on this subject.

Thank you for considering all the other widows and

senior citizens invo¥ved.

Sincerely,

DOCKETED

| DeC ‘
COCUMENT e
OLDER

90=H,»L~}L1 2~ 23015 6E€0120
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PUGC snows signs that it

at heart in sorting out elecrrzczry competztzon

Confused about the move to com-
petition in eleciricity sales in the
Philadelphia region?

Who could blame you?

But let’s clear up one thing: Price-

being at the mercy of scmeone as
shady as the former “Joe Isuzu” char:
acter, now appearing as a lyin’ Texan
in Peco Energy Corp. ads.

The rules forthe new competitive
market in electricity supply will not
be established by Peco, its would-be
competitors, or by their proxies in
the heated PR campaign.

Rather, the rules are 10 be sel by
five low-profile state regulators —
- members of the Pennsylvania Public
Utility Commission (PUC). Better
_news. yet: The PUC commissioners
are showing signs of being able to
think for themselves.

- &s the PUC kept its cool when huge

“with far larger rate cuts than Peco

had pledged. Ignoring Peco's pleas
. that it rush to judgment, the PUC
.agreed to consider Enron’s ideas as
- well as other strategies.for creating a
* competitive market in energy.

Now the PUC. has stirred the pot
again, asserting in a staff analysis
that consumers would have saved
more money from Peco's original
pian to restructure for competition
than they will under the compromise
plan reached with low-income, “con-

gust. That sure wasn't what Peco or

Slll° ge of mdependenee

shopping for power need not mean

That was evident in early October, ’

Enron Corp. of Houston jumped in

sumer and business groups in, Au-

has interest. of corisumers

the other settlement par‘ues wanted
to bear masmuch as theyid.beenr tell- {

ing everyone the so-called Pennsyl— 1

vania Plam is‘the best deal. -~ -
Formal responses to the analysis’ -
are due today, Dbut the debate boils
down to two main issues; What's the -
cost of stretch_mg out transmon sur-;,
charges for-Peco custoriers over. 10+

years, rathel than seven? Ancl do the e

sizablé rate cuts, provided in thé
Pennsylvania .Plan .outweigh 1ts_
longer surcharge period? Yo

The right answer will be the one -f
‘that saves consumers the. most by
contriburing the most to robust com—
petition. -

In a matter of weeks, we'll at least K

have the PUC’s answer. It has set Dec:
11 for its vote on instituting electric--
ity competition in this. region. ,
For now, .consumers. can - take-.’
heart that the PUC is ¢hallenging -,
thinking:on all sides in ihe deregula:

tion debate. The PUC’s questioning of * | :
the Peco settlement, in particular, ‘. )

shows that it may yet. blaze its own
trail tokthe new, compe‘onve world —.
‘as it has every-right to do.. L.
" In any.other regulatory: matter,
the PUC.could be expected 1o take
- the best from edch-profiosal and craft -
its own- solunon In this: one, Peco; -
and-allles and, 15 a lesseriextent En: ',

\"u

. Ton: keep unplymg 1ts lthetr way or | .

) thefhighway
Presumably, *that hlghway would
lead to, the courts and. drawn-olt liti-

gation.. ConsumerS' ‘wont like that e
one bit. Loy T R

»

Trust us’ on that L., “\?\ i e
f' L_‘_..»'
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DEC 1 1997

James McNulty, Acting Secretary
Pennsylvania Public Utility Commission - . .
Room B-20, North Office Building PA PUBLIC EJTIUTYJCOTV”\MSSION
Harrisburg, PA 17105 PROTHONOTARY'S OFFicE
RE: Pennsylvania Public Utility Commission vs.

PECO Energy Company

Docket No. R-00973953

Kap

Dear Mr. McNulty:

1 testified under oath at the public input hearings on the PECO settlement and am submitting this letter to
ensure that my testimony is considered by the Commission.

1 testified on behalf of Presidential Associates, LLP, a major PECO Energy customer with a peak load of
around 1.6 megawatts. The Presidential is a complex comprising of 1,000 apartments and an office
complex in northwest Philadelphia. We have a vital interest in the economic well-being of the Philadelphia
area and are active in a number of economic development organizations, such as the City Avenue Special
Service District,

It is our view that the proposal of a small, temporary rate decrease does little to revitalize the Philadelphia
arca. We also are concerned that competition may not occur if PECO’s stranded charges are so large that
competitors may not be interest in or able to offer savings, leaving PECO basically unchanged as the
monopoly.

We also object to the PECO proposal to assess stranded charges if we install self-generation (section 13).
This proposal makes us worse off than the current situation where we can install self-generation and aveid
PECO’s electric charges altogether for the amount we generate,

There is an exception to this new charge for customers with peak load more than 4 megawaits. This seems
to be a special deal for large customers that can afford to hire utility lawyers and consultants. We can’t
afford to do this and must rely on the Commission for fair treatment that doesn’t discriminate against
smaller customers. If PECO is allowed to impose this new charge for customers that self generate then the
exception should be available to all customers without special limitations.

Thank you for your consideration of these concerns.

Very truly yours,

o DOCUMENT

Project Services Manager

GADIR/tmb F O L D E R

3900City Ave. Suite A211 Philadelphia, PA 19131
Phone#(215)883-2000 * Fax#(215)883-2110



