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- The Commission granted PECO Energy $5.0248 billion in stranded costs. Although the
Joint Partial Settlement places the request at $5.461 billion for stranded costs, PECO Energy
witnesses state that the amount to be calculated is between $5.9 and $6.05 billion.

The Motion approved today provides for stranded cost recovery over 8.5 years. The Joint

Partial Settlement provides for stranded cost recovery over 10 ycars This change represents -

savings to customers of approximately $1 btlllon

The Motion approved taday provides for stranded cost reconciliation.” The Joint Partial
Settlement did not contain 2 true up for stranded costs which is required by law.

The Motion approved today sets a shopping credit for PECO residential customers at 5.2¢
per KWH. If the price of energy on the PJM system is 3¢ per KWEH, the savings achieved is
more than 15%. The Joint Partial Settlement provided for only a 7% decrease in rates for 23
months.

One third of the customers will get to choose their electric supplier on January 1, 1999, one -

third on January 2, 1999 and the final one third on January I, 2000, Under the Motion
approved today, it is recommended that customers who cannot shop until January 1, 2000 are
granted a rate reduction of 7% by January 1, 1999. The Joint Partial Settlement provides for
a phase in beginning September 1998. The Commission cannot order, but recornmends that
the September 1998 phase i in be continued.

The Motion provides that the first two thirds will be determined through open enrollment
which wil] begin March I, 1998,

The Motion approved today puts the Transmission and Distribution (T&D) rate at 2.93¢ on a
systemwide basis. The Transmission and Distribution (T&D) rate in the Partial Settlement
was 3.11¢ per KWH.

The Motion approved today provides for $25 million for consumer education and defines.the
parameters of both a statewide and local education effort. The Joint Partial Settlement
provides for $25 million for consumer education including a statewide fund.

The Metion approved today increases the Customer Assistance Program to at least 80,000
accounts with ng limit on the number who may enroll. The Joint Partial Settlement increases
the customer assistance program to 80,000 with a cap at 100,000.

The Motion approved today increases LIURP funding to $3.6 million and includes a pilot

program for renewable energy: The Joint Partial Sertlement proposes $2.8 millian for 2 low
g ; [URP
mgg:‘mj: _—]‘f)s%«‘s\:&?%_‘fl&?&n program (L ).
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. LAW OFFICES
WoLF, BLock, SCHORR anp SoLis-CoHEN LLP

305 N, FRONT STREET

SUITE 401
DOCUMENT HARRISBURG, PA 17101-1236
(717) 2a7z-7160
F O L D E R FACSIMILE: (7l7) 237-7161

DanIEL. CLEARFIELD —
DirecT Dia: {717y 2377173
E-Mail: DCLEARFIEL{@WOLFBLOCK. COM

January 20, 1998 KJR

H0LBZ

Jamqs McNulty, Acting Secretary ﬁ@ @KETEE

Public Utility Commission
P.O. Box 3265 rer 0F 1998

Harrisburg, PA 17105-3265 —j =
5 o

RE:  Pennsylvania Public Utility Commission v. e i

PECO Energy Company ?{':} ~

Docket No. R-00973953 o=

R

Dear Secretary McNulty: ::: oW
-

On January 23, 1998, the Harrisburg Office of Wolf, Block, Schorr afd Solis-

Cohen will move from its present location to Suite 300 of the Locust Court Building at 212
Locust Street. Our mailing address will be:

Wolf, Block, Schorr and Solis-Cohen LLP
Locust Court Building, Suite 300

212 Locust Street

Harrisburg, PA 17101

Please note, our telephone and fax numbers will not change.
Very truly yours,
Y,
Daniel Clearfield

For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP

ce: All Parties of Record

DSH:10848.1 é

PHILADELPHIA, PA ® BlUE BELL, PA * CAMDEN, NJ ®* NORRISTOWN, PA * WILMINGTON, DE <}
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CERTIFICATE OF SERVICE

[ hereby certify that I have this day served a true copy of the foregoing
documents upon the participants listed below, in accordance with the requirements of § 1.54

(relating to service by a participant): -

Paul R. Bonney

Ward L. Smith, Esq.
PECO Energy Company
2301 Market Street, 523-1
Philadelphia, PA 19103

Steven P. Hershey, Esquire
Comimunity Legal Services, lnc.
1424 Chestnut Street
Philadelphia, PA 19102

i
t

Tanya McCloskey, Esquire

Steven K. Steinmetz, Esquire ~o

Office of Consumer Advocate <

Strawberry Square, 14th Floor =3

Harrisburg, PA 17120 <

N

David Kleppinger, Esquire

Derrick Williamson, Esquire

Robert A. Mills, Esquire

McNees, Wallace & Nurick

100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166 =

Joseph A. Dworetzky, Esquire = S

John P. Lavell, }r., Esquire %%’_’-‘; S

Hangley Aronchick Setgal & Pudlin o ™

One Logan Square, 12th Floor AL

Philadelphia, PA 19103 :51 5
o @

FIRST CLASS MAIL . n

Michael G. Banta, Esquire (__-—r—") ao

Indianapolis Power & Light ol

One Monument Circle
Indianapolis, Indiana 46204

Christopher B. Craig, Esq.

Democratic Committee on Appropriations
Room 545, Main Capitol Bldg.
Harrisburg, PA 17120

DSH:8726.1



DSH:8726.1

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Comm.
801 North 7th Street

P.O. Box 3256

Harrisburg, PA 17105-3265

Lance Haver
6048 Ogontz Ave,
Philadelphia, PA 1914]

Bemnard A. Ryan, Esquire

Karen Oill Moury, Esquire
Assistant Small Business Advocate
Suite 1102 Commerce Building
300 N. 2nd Street

Harrisburg, PA 17101

Linda C. Smith, Esquire

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

Roger E. Clark, Esquire
905 Denston Drive
Ambler, PA 19002

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

Walter W. Cohen, Esquire

Andrew J. Giorgione, Esquire

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

Harrisburg, PA 17101

Terence Fitzpatrick, Esquire
David Desalle, Esquire

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

Janet Miller, Esquire

Joseph J. Malatesta, Jr., Esquire
Lillian Smith Harris, Esquire
Malatesta Hawke & McKeon
100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778

Paul Russell, Esquire
Pennsylvania Power & Light Company

.
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Two North Ninth Street
Allentown, PA 18101

Donald Kaplan, Esquire
Preston, Gates, et al.

Suite 500

1735 New York Ave.,, NW
Washington, DC 20006-4759

Roger Clark, Esquire
NESIP 9035 Denston Drive
Ambler, PA 19002-3901

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Bruce A. Connell, Esquire
DuPont Power Marketing, Inc.
Legal Department

600 N, Dairy Ashford, ML-~1034
Houston, TX 77079

David M. Wise
WiseEnergy

615 Summitt Avenue
Maplewood, NJ 07040

Joel D. Newton, Esquire

Vemer, Liipfert, Bernhard, McPherson & Hand
901 15th Street, N.W., #700

Washington, DC 20005-2301

Audry Van Dyke, Assoc. Counsel (Litigation)
Naval Facilities Engineering Command
Washington Navy Yard,

Building 218, Room 200

901 M., Street, SE

Washington, DC 20374-5018

Usher Fogel

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

Albany, NY 12207

Gordon J. Smith, Esquire

John & Hengerer

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

John R. Orr, Esquire



Duke Energy Trading and Marketing, LLC
One Westchase Center, Suite 650

10777 Westheimer

Houston, TX 77042

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

Richard LaCapra

Lee Smith

The Province Building
333 Washington Street
Boston, MA 02108

Thomas Catlin

Exeter Assoc., Inc.

12510 Prosperity Drive, Suite 350
Silver Spring, MD 20904

Nancy Brockway, Esquire
18 Tremont Street, Suite 400
Boston, MA 02108

Stephen J. Baren

J. Kennedy and Associates, Inc.
35 Glanlake Parkway, Suite 475
Atlanta, GA 30328

Mr. Sam DeFrawi

Director, Navy Rate Intervention
Washington Navy Yard
Building 212, Code 00RI

901 M. Street, S.E.

Washington, DC 20374-5018

John P. Zinkand

Penna. Petroleum Assoc.
Building 2, Suite 121
2001 N. Front Street
Harrisburg, PA 17102

DSH:8726.1 -4-



Richard Silkman
76 Main Street
Yarmouth, ME 04096



‘ COMMONWEALTH OF PENNSYLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265

REFER TO OUR FILE

R-00973953

January 23, 1998 @@%ETE
PECO ENERGY COMPANY { 11

2301 MARKET STREET ) FEB & 1998
PO BOX 8699 . -
PHILADELPHIA, PA 19101-8699

ATTENTION: Mr. Alfred A. Miller

Re: Compliance Filing of PECO Ehérgy Company

¢
Dear Mr. Miller: 7R

In order for us to complete our analysis of the PECO Energy
Company compliance filing, answers to the enclosed data requests are
required by the Energy Section. This information is necessary for the
completion of our recommendation to the Commission.

An early and expeditious conclusion of your requested filing
is dependent upon full and responsive answers to the enclosed data
requests which should be received no later than five (5) calendar
days from the date of this letter. Answers to these data requests
need not be typed. It is reguested that each answer be numbered to
correspond to the appropriate data request and four copies be
provided to:

Mr. James J. McNulty, Secretary (»\Jﬁﬁﬁﬁﬁﬁﬁi
Pennsylvania Public Utility Commission A

P.0O. Box 3265 . fﬂ‘,
Harrisburg, Pa. 17105-3265 . r—'_j ST P

Attention: Thomas P. Maher, Analyst III
Energy Industry
Bureau of Fixed Utility Services

If any clarification of these data requests is required,
please contact the above staff person.

Thank you for your cooperation in the foregoing matter.

Sincerely “&4¢;§pkézﬁ_ﬂﬂfﬂ’”

obert J¢ Bennett, Manager
Energy Section
Bureau of Fixed Utility Services



FUS-1.

FUS-2.

FUS-3.

PECO Energy Company
Bureau of Fixed Utility Services
Data Requests Regarding
R-00973953 Compliance

Analyst: T. Maher
January 23, 1998

Please refer to the Stranded Investment Recovery Schedule/Calculations
section of the Compliance Filing and provide the following additional
information:

a. Regarding the calculation of accumulated deferred taxes please explain
the relationship of 43.43% to 1) the net (market value) subject to tax/book
timing difference. of $572,096 and 2) the estimated accumulated deferred tax
of $248,465.

b. Please provide all calculations and assumptions used to develop the
43 43%.

c. Please provide the rationale for including this adjustment for deferred
taxes of $176,685,481 as an additional stranded-cost.

d. Please explain and demonstrate how T&D rates have been reduced to
reflect the shift of accumulated deferred taxes of $176,685,481.

e. Please provide a detailed schedule to support and reconcile the
$5,146,508,000 stranded investment presented on page one of nine, to the
Commission allowance of $4.935 billion as stated in the Appendix to the
Commission’s January 16, 1998, Order.

f. Regarding the calculation of return on unrecovered stranded investment,
please explain in detail why 10.31% is utilized while the Commission’s Order

states 7.47% as the appropriate interest rate.

Refer to the proof of revenue regarding the system CTC of 2.77¢ and the Rate

R CTC, of 3.365¢ [$259,152 / 7,699,431 MWh = 3.365¢] and explain why the

Rate R CTC exceeds the system CTC by 21.48% %,[(3.365¢ - 2.77¢}/ 2.77¢
= 21.48%], in lieu of being no greater than 12.57% as stated within the
Commission’s Order at page 25.

Refer to the Stranded Investment Recovery Schedule/Calculations section of
the comphance filing and provide an amortization table to support PECQO’s
1999 annual CTC revenue of $929,760,000. Also, please provide an



FUS-4.
FUS-5.

FUS-6.

FUS-7.

FUS-8.

FUS-9.
FUS-10.
FUS-11.

FUS-12.

amortization table to show the annual CTC revenue using the 7.47% as
directed by the Commission’s January 16, 1998, Order. '

Piease provide a detailed calculation of shopping credits as required by the
Commission’s December 23, 1997, Order at page 44.

Please explain in detail and provide supporting calculations to demonstrate the
transition of the average T&D rate from 2.93¢ to 2.97¢

Refer to Original Page No. 54 of Tariff No. 3. Provide an
explanation/calculation to support each of the following charges:

a. Variable Distribution Charge
b. Competitive Transition Charge
¢. Energy and Capacity Charge

Refer to Original Page No. 55 of Tariff No. 3. Provide an
explanation/calculation to support each of the following charges:

a. Variable Distribution Charge
b. Competitive Transition Charge
¢. Energy and Capacity Charge

Refer to Original Page No. 56 of Tariff No. 3. Provide a detailed explanation
to justify all discrepancies between the riders and the rates to which the riders
apply under Tariff No. 3 as compared to the riders and the rates to which the
riders apply under Tariff No 2.

Refer to Original i’age 58 of Tariff No. 3. Provide an explanation/calculation
to Justify each rate under Firm Back-Up Power and Interruptible Back-Up
Power,

Refer to Original Page 64 of Tariff No. 3. Provide an explanation to support
the new language under the Curtailment HT Rider which restricts this rider to
customers under contract on or before April 1, 1998.

Refer to Original Page 64 of Tariff No. 3. Provide an explanation to support
the $24.00 penalty for failure to curtail. Why is there no penalty in Tariff No.
27

Provide an explanation as to why the Electric Vehicle Charging Rider is not
included in Tariff No. 3.



FUS-13.

FUS-14.

FUS-15.

FUS-16.

Refer to Original Page No. 70 of Tanff No. 3. Provide explanation/calculation
to support each of the rate reductions indicated under Variable Distribution
Service, CTC and Energy and Capacity.

Refer to Original Page No. 75. Explain why the load requirement under
Option 2 was decreased from 7,500 kW to 1,000 kW.

Are the proposed rates in the Retail Transmission Services Rider identical to
those in the PIM Open Access Tariffs? If not, provide a detailed explanation
of the differences, along with any pertinent calculations / reconciliations.

Provide the basis for the following statement: “The Commission, however,
apparently has concluded that under the Competition Act it does have
jurisdiction over unbundled, end-use transmission rated, or that PECO must
have tariffed transmission rates on file with the Commission in order to charge
retail customers for transmission service,”
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REGULATORY AFFAIRS MANAGER
2800 EISENHOWER AVENUE
ALEXANDRIA VA 22314

JAMIE WINEBRAKE

US DOE

1880 JFK BOULEVARD
SUITE 501
PHILADELPHIA PA 19103

WICK HAVENS

DIV OF AIR RESOURCE MGMT
400 MARKET STREET 12TH FL
P O BOX 8468

HARRISBURG PA 17105-8468

DAN ROSENBLUM
MID-ATLANTIC ENERGY PROJECT
203 W. 22ND ST., APT. 3
NEW YORK, NY 10011-2748

MR. GEORGE ELLIS

PENNSYLVANIA COAL ASSOCIATION
212 N. 3RD ST., SUITE 102
HARRISBURG, PA 17101

JBMES STEFFES DIR GOV'T AFFAIRS
ENRON CAPITAI. & TRADE RESQURCES
1400 SMITH STREET

ED #2408

HOUSTON TX 77002

JAMES BRODT

SMITH BARNEY INC

320 GREENWICH STREET
5TH FLOOR

NEW YORK NY 10013

HONORABLE SAMUEL MCCULLOUGH
SECRETARY

DEPARTMENT OF COMMUNITY &
ECONCOMIC DEVELOPMENT

433 FORUM BUILDING
HARRISBURG PA 17120

DANIEL TUNNELL, PRESIDENT
PENNSYLVANIA GAS ASSCCIATION
800 N. 3RD STREET, 2ND FLOOR
HARRISBURG, PA 17102

MIKE WELSH, SECRETARY/TREASURER

UTILITY WORKERS/PENNSYLVANIA
UTILITY CAUCUS

408-412 BROAD STREET

JOHNSTOWN, PA 15906

RICHARD H.COUNIHAN, VP
GOVERNMENT AFFAIRS

EDISON SQURCE

13191 CROSSROADS PARKWAY NORTH
CITY OF INDUSTRY, CA 91746

MR. GEORGE EMMONS
17 N. LANCASTER LANE
NEWTOWN, PA 18940

CHARLES ESTES

APPALACHIAN PACIFIC

1331 PENNSYLVANIA AVE., NW
SUITE 730

WASHINGTON, D.C. 20004

EDWARD PERMAR

UNIVERSITY OF PITTSBURGH
3400 FORBES RVENUE
PITTSBURGH PA 15260



JAMES ROYAL

PRESIDENT & C.0.0

NOBLE GROUP CORPORATION
3121 NORRIS STREET

* PHILADELPHIA, PA 19121

ELLIOT M. LOYLESS, P.E.
ENERGY COST MANAGEMENT
1901 CAMP FLORDA ROAD
BRANDON, FL 33510

MICHAFEL WALKER

BRADFORD STERN

BUCHANAN INGERSCLL-COLLEGE CENTRE
500 COLLEGE ROAD EAST

PRINCETON, NJ 08540

BRIAN HICKEY
MED AMERICAN NATURAL RESQURCES
2005 WEST 8TH STREET SUITE 201
ERIE PA 16505

ANTHONY LISANTI
CONSOLIDATED EDISON COMPANY
511 THECDORE FREMD AVENUE
ROOM 112

RYE NY 10580

DAN DELANEY
KIRKPATRICK & LOCKHART
240 N. THIRD STREET
HARRISBURG, PA 17101

ERIK HANSEN
DELMARVA POWER

800 KING STREET
WILIMINGTON, DE 19899

FRANK K. GATES
GREENLEE ASSOCIATES
P.O. BOX 291
HARRISBURG, PA 17108

.MOTHY MCNULTY

DEPT. OF ECONOMIC AND
COMMUNITY DEVELOPMENT

471 FORUM BUILDING

HARRISBURG, PA 17120

DAVID MAGNUS BOONIN PRES
NEW ENERGY VENTURES

200 5 BROAD STREET

SUTE BO0O

PHILADELPHIA PA 19102

PETER THOMPSON
ANDREWS & KURTH LLP
1701 PA AVENUE NW
WASHINGTON DC 20006

HARRY GELLER ESQUIRE

PA UTILITY LAW PROJECT
118 LOCUST STREET
HARRISBURG PA 17101-1414

JOHN MOLINDA
STRATEGIC ENERGY LTD
2 GATEWAY CENTER
PITTSBURGHE PA 15222

AMY LEADER
LEGISLATIVE DIRECTOR
DECHERT PRICE & RHOADS
30 N. 3RD STREET
HARRISBURG, PA 17101

TRAVIS PEYTON, PE

BALLINGER

2005 MARKET ST., STE. 1500
PHILADELPHIA, PA 19103-7088

JOHN V.KULIK, VP
GOVERNMENT RELATIONS

PA. FOOD MERCHANTS ASSN.
1029 MUMMA ROAD

P.0O.BOX 870

CAMP HILL, PA 17011

RODNEY R AKERS ASST CITY SOL
DEPT OF LAW

313 CITY COUNTY RBRLDG

414 GRANT STREET

PITTSBURGH PA 15219

BILL MCCUE
MERCK & CO., INC.
SUMNEYTOWN PIKE

P.0. BOX 4, wWp2-1

WEST POINT, PA 19486-0004

BYRCON WILLIAMSON

ENGELHARD POWER MARKETING INC
101 WOOD AVENUE

ISELIN NJ 08830-0770

GLENN WINTER PE
1847 RADNOR ROAD
YORK PR 17402

MICHAEL KARP
31 APPALOOSA RORD
BELLINGHAM WA 98226

DEBORAH SCHACHTER
163 SILK FARM ROAD
CONCORD, NH 03301

TIMOTHY W. MERRILL, JR.
ENSERCH ENERGY SERVICES, INC.
PENN CENTER WEST, BLDG. 4,
SUITE 200

PITTSBURGH, PA 15276

RALPH L. LENTZ, REGISTRAR
CHM., POLITICAL EDUCATION
COMM.

I.B.E.W. LOCAL UNION 777
740 ANNA MAY STREET

YORK, PA 17404-1366



RICHARD W. BAIN
CENTERIOR ENERGY

3761 WEST AVENUE
EDINBORO, PA 16412-1342

RICH HEIDORN, JR.

THE PHILADELPHIA INQUIRER
P.O. BOX B263
PHILADELPHIA, PA 19101

TROND GRENAGER, PRES./CEO

LEBANON METHANE RECOVERY, INC.

920 ROSSTOWN ROAD
LEWISBERRY, PA 1733%

DONNA GEHLHAART

REGULATORY PUB. AFFRS. MGR.
INTERNATIONAL PAPER

320 W. MARKET ST., SUITE 600
HARRISBURG, PA 17101

SCOTT HELM
EXPENSE AUDIT & CONSULTING
516 KENHORST BLVD.
READING, PA 19610

TAMASIN STERNER

PURE ENERGY

531 W. FREDERICK STREET
LANCASTER, PA 17603

JOEL BLAU REG CNS
WHEELED ELECTRIC POWER
32 WINDSOR COURT
DELMAR NY 12054

DAVID HUGHES
4037 LUDWICK STREET
PITTSBURGH, PA 15217

QNIS E. GEORGE, VP

STAND ENERGY CORPORATION
1077 CELESTIAL STREET
ROOKWCOD BLDG., SUITE 110
CINCINNATI, OH 45202

GINNY KREITLER

KREITLER CONSULTING
1004 HAMPSTEAD ROAD
WYNNEWOQOD, PA 19096

FRANK E. SPARRCW
EQUITABLE GAS

423 WALNUT STREET
SUITE 220

HARRISBURG, PA 17101

LOUIS CARTER ESQUIRE
7300 CITY LINE AVENUE
PHILADELPHIA PA 19151

DANIEL, DESMOND

SUSTAINABLE SYSTEMS RESEARCH
1303 WHEATLAND AVENUE
LANCASTER, PA 17603

DR JOHN O'BRIEN PRES
WHEELED ELECTRIC POWER
50 LINDBERGH BLVD

SUTE 400

UNICNDALE NY 11553

SUSAN WEINSTOCK

AARP

601 E STREET, NW
WASHINGTON, DC 20049

STEVE R. CORWELL
QST ENERGY, INC.
300 HAMILTON BLVD.
SUITE 330

PEORIA, IL 61602

NEAL K. CODY

MAPSA

ENERGY INVESTMENT ADVISORS
7004 CLIFTON FOREST DRIVE
CLIFTON, VA 20124

CHRISTOPHER ZETTLEMOYER
REED SMITH SHAW & MCCLAY
213 MARKET STREET

P.O. BOX 11844
HARRISBURG, PA 17108

JOHN EARWOOD

PA. DEPARTMENT OF AGING
400 MARKET STREET
HARRISBURG, PA 17101

GARY STOCKBRIDGE VP
STEPHEN HUNTOON ESQUIRE
HORIZON ENERGY CCMPANY
2301 MARKET STREET S20-1
PHILADELPHIA PA 19103

DIANE S. MEYER

VP - RATES & REGULATORY
AFFAIRS

PEOPLES GAS

625 LIBERTY AVENUE
PITTSBURGH, PA 15222-3197

JOSEPH GOLDBERG

CHIEF DEPUTY ATTORNEY GENERAL
DIR., BUR. QF CONSUMER
PROTECTION

14TH FLOOR- STRAWBERRY SQUARE
HARRISBURG, PA 17120

ANTHONY MIRABILE
UNITED REGIONAIL ENERGY
3200 MELLON BANK CENTER
1735 MARKET STREET
PHILADELPHIA, PA 19103



NORMAN H. STARK

MACDONALD, ILLIG, JONES & BRITTON
SUITE 700

100 STATE STREET

ERIE, PA 16507

JAY LAYMAN

CAPITAL ASSOCIATES, INC.

200 NCORTH 3RD STREET, SUITE 1402
P.0O. BOX 1085

HARRISBURG, PA 17108-1085

JOE DUDICK

PA RURAL DEVELOPMENT COUNCIL
506 FINANCE BUILDING
HARRISBURG, PA 17120

DAN KENNEDY

GOVERNCR'S ACTION TEAM
439 FORUM BUILDING
HARRISBURG, PA 17120

MARY LAYSHOCK

DOWNES ASS0CIATES, INC.
2129 NORTHWOOD DRIVE
SALISBURY, MD 21801

ANDREW ALTMAN

CLEAN AIR COUNCIL

135 5. 18TH STREET
SUITE 300

PHILADELPHIA, PA 19103

PAUL BARBER

CITIZENS LEHMAN POWER, LIC
530 ATLANTIC AVENUE
BOSTON, MA 02210

QNNI S KALBARCZYK

UTILITY RATES RESOQURCES
910 PIKETOWN ROAD
HARRISBURG, PA 17112

ROCCO PUGLIESE
PUGLIESE ASSOQOCIATES
208 N. 3RD STREET
SUTTE 410

HARRISBURG, PA 17101

ELISA J. GRAMMER

MONIQUE PENN-JENKINS

GRAMMER KISSEL ROBINS
SKANCKE & EDWARDS

1225 EYE ST., NW, STE. 1225

WASEINGTON, D.C. 20005

ROGER ODISIO
170 DRAKE ROAD
BETHEL PARK, PA 15102

JAMES H. CAWLEY

RHOADS & SINON, LLP

ONE SOUTH MARKET SQUARE
P.O. BOX 1146

HARRISBURG, PA 17108-1146

ELIZABETH R. BENSCN, PRESIDENT
ENERGY ASSOCIATES

7303 TIMBER LANE

FALLS CHURCH, VA 22046-2735

ROBERT E. STEWART

PA GOVT. NEWS & ADVISORY SERVICE
100 SOUTH Z21ST STREET
HARRISBURG, PA 17104

RALFH J. WEED, CPA
311 EDINBURGH ROAD
CHADDS FORD, PA 19317

JOSEPH WYDRA

SHUMAKER WILLIAMS GOVERNANCE
RESCURCE GROUP

P.O. BOX 88

HARRISBURG, PA 17108

JACK JOHNSON
GEOPHONICS

332 SPRINGFIELD AVENUE
SUMMIT, NJ 07901

WILLIAM KAHOC
NORSTAR ENERGY
26 TOLCHESTER LANE
BEL AIRE,MD 21014

STEVEN B. LOUX, RESEARCH
ASSOCIATE

THE COMMCONWEALTH FOUNDATIO
3544 NORTH PROGRESS AVENUE
SUITE 101

HARRISBURG, PA 17110

GLENN BERGER
1440 NEW YORK AVENUE, NW
SIXTH FLOOR

WASHINGTON, D.C. 20005

TOM SCOTT

KILLIAN & GEPHART

218 PINE STREET

P.O. BOX 886
HARRISBURG, PA 17108

TERRY HOLT

HILLS DEPARTMENT STORES
3010 GREENGARDEN ROAD
ALIQUIPPA, PA 15001

DENNIS BLOOM

IBEW LOCAL 272
1099 MARSHALL ROAD
MONACA, PA 15061



EDWARD WYLAND

UWUA LOCAL 102

338 WEST MAIDEN STREET
WASHINGTON, PA 15301

RICH LUCZKOQ

LEGISLATIVE COORDINATCOR
IBEW

5144 CASTE DRIVE
PITTSBURGH, PA 15236

LISA YOHO

COLUMBIA GAS TRANSMISSION CORP.

1700 MACCORKLE AVENUE, S.E.
P.0. BOX 1273
CHARLESTON, WV 25325-1273

EDWARD GALLAGHER

DAIRYLEA COOPERATIVE, INC.
5001 BRITTONFIELD PARKWAY
P.0O. BOX 4844

SYRACUSE, NY 13221-4844

TIM MORAN

SYSTEM COUNCIL Ul0, IBEW
986 GREENTREE ROAD
PITTSBURGH, PA 15220

JAMES P. MCCORMICK

UTILITY OPERATIONS CONSULTANT
1940 ROBERT ROAD

MEADOWBROOK, PA 19046

GLENN D. CLOWNEY
_ DELMARVA POWER
CHRISTIANA BUILDING
252 CHAPMAN ROAD

P.0. BOX 6066

NEWARK, DE 19714-6066

ROBERT N. GRANT

PRINCIPAL FOR MGMT. CONSULTING
DELTA DEVELOPMENT GROUP, INC.
207 HOUSE AVENUE, SUITE 103
CAMP HILL, PA 17011

QMES KIRKPATRICK, PROGRAM MGR.

ELECTRIC UNIT
PENNDOT

BISTRICT 6-0

ST. DAVIDS, PA 19003

JANE DRENAN
1216 - 16TH STREET, NW
WASHINGTON, DC 20036

TIM MCCORRY, PRESIDENT
MACK SERVICES GROUP

45 BRANCH AVENUE
BERWYN, PA 19312

BARRY GOCODSTADT, PH.D.
VICE PRESIDENT

ITRON, INC.

P.O. BOX 1160
COLUMBIA, MD 21044

JEFF SIMPSON
SHIPLEY CIL COMPBANY
550 E. KING STREET
YORK, PA 17403

BERNIE MCNAMEE, GENERAL MANAGER
COMPASS MANAGEMENT AND LEASING
* MELLON INDEPENDENCE CENTER

701 MARKET STREET, SUITE 2384
PHILADELPHIA, PA 19106

ARLEN K. BOLSTAD
ROBERT A.OMBERG
DIV, OF LEGISLATIVE SERVICES

GENERAL ASSEMBLY BLDG.- 2ND FLOOR

910 CAPITOL STREET
RICHMOND, VA 23219

J. JOHN FLUHARTY
CHESAPEAKE ENTERPRISES
1800 K STREET, NW
SUITE 529

WASHINGTCON, D.C. 20006

ERIC WOYCHIK

SI

9901 CALODEN LANE
OARKLAND, CA 94605

TODRD GLASS

HELLER, EHRMAN, WHITE &
MCAULIFFE

200 SOUTHWEST MARKET STREET
SUITE 1750

PORTLAND, GR 97201

MARYLOU BARTON, ASSISTANT
COUNSEL

BUREAU OF REGULATORY COUNSEL
RCSOB

400 MARKET STREET, STH FLOOR
P.0O. BOX 8464

HARRISBURG, PA 17105-8464

STEVE HASTIE

RESOURCE MANAGEMENT, INC.
111 PRESIDENTIAL BLVD.
SUITE 127

BALA CYNWYD, PA 19004

ED PANAVICH

WESTINGHOUSE ELECTRIC CORP.
11 STANWIX STREET
PITTSBURGH, PA 15222-1384

SIEGFRIED DOERRER
XENERGY, INC.

3 BURLINGTON WOODS
BURLINGTON, MA 01803

WALTER HANS

TRD

PC BOX 2820

CHERRY HILL, NJ 08034-0246

DANIEL MONCINO
SCHLUMBERGER INDUSTRIES
3155-B NORTHWOODS PARKWAY
NORCROSS, GA 30071



BARRY BLACKWELL
CINERGY CORP.

1000 E. MAIN STREET
PLAINFIELD, IN 46168

RUSSELL HENN

LG & E POWER MARKETING

12500 FAIR LAKES CIRCLE
SUITE 350

FAIRFAX VA 22033-3804

JOHN HORTON ANALYST
Mc?

701 EAST 22ND STREET
LOMBARD II 60148-5072

JAMES KIMBALL
ONLOCATION, INC.

8100 OAK STREET

SUITE 300

DUNN LORING, VA 22027

JOHN HAPP

NORAM ENERGY

1600 SMITH STREET
SUITE 1161

HOUSTON, TX 77002-7345

WILLIAM CAMPBELL

SEASONED ENERGY DEVELOPMENT LTD

P O BOX 7955
PHILADELPHIA PA 19101-7955

ALEXANDRA MATTHEWS-RITTER
SENATOR BELL'S OFFICE

20 EAST WING CAPITOL
HARRISBURG, PR 17120

REP. WILLIAM LLOYD, JR.
CHAIRMAN

HOUSE CONS. AFFAIRS COMM.
128 SOUTH OFFICE BUILDING
HARRISBURG, PA 17120

.OBERT C'DONNELL ESQUIRE

1515 MARKET STREET
SUITE 500
PHILADELPHIA PA 19102

WILLIAM EDWARDS JR
PACIFICORP

1500 MARKET ST CENTER SQ
EAST TOWER -12TH FLOOR
PHILADELPHIA PA 19102

PETE LANGBEIN

GPU - ADVANCED RESOURCES
2675 MORGANTOWN ROAD
SUITE GHZ-3300

READING, PA 19607

ALBERT THOMAS
TECHNEGLAS

60 OLD BOSTON ROAD
PITTSTON, PA 18640

JAN JARRETT
1740 MAIN STREET LISBURN
MECHANICSBURG PA 17055

SENATCR ROY C. AFFLERBACH
184 MAIN CAPITOL
HARRISBURG, PA 17120

KIM SHAWKEY

SEN. BRIGHTBILL'S OFFICE
337 MAIN CAPITOL
HARRISBURG, PA 17120

. JOE FISHER ASSOC EDITOR

NATURAL GAS INTELLIGENCE
211 REGENCY SQUARE BLVD
SUITE 221

HOUSTON TX 77036

VALERIE SMITH

RURAL UTILITIES

1400 INDEPENDENCE AVE SW
MAIL STOP 1516

RM 4027 SOUTH BLDG
WASHINGTON DC 20250

ROBERT SPAULDING
SPAULDING GROUP

5127 WALNUT RIDGE DRIVE
ERIE, PA 16506

PAUL EDMUNDSON

PRICING AND PLANNING ANALYST
PLUM STREET ENERGY MARKETING

P.O. BOX 5001
507 PLUM STREET
SYRACUSE, NY 13204

FRANK FELDER SR CONSULTANT

THE ECONCMICS RESOURCE GROUP

1 MIFFLIN PLACE
CAMBRIDGE MA 02138

JUNE PERRY
ROOM 19 CAPITOL ANNEX
HARRISBURG, PA 17120

REP. FRANK TULLI, JR.
155a EAST WING CAPITOL
HARRISBURG, PA 17120

SENATOR JOSEPH M. ULIANA
459 MAIN CAPITOL
HARRISBURG, PR 17120



NAN MCLAUGHLIN
GOVERNOR'S OFFICE

238 MAIN CAPITOL
HARRISBURG, PA 17120

BROOKS MOUNTCASTLE
CLEAN AIR COUNCIL
3700 VARTAN WAY
HARRISBURG, PA 17110

REP. KEITH MCCALL

HOQUSE OF REPRESENTATIVES
313 SOUTH CFFICE BUILDING
HARRISBURG, PA 17120

CARL ROBERT ARON EXEC VICE
PRESIDENT

ITRON INC

2218 N SULLIVAN ROAD

SPOKANE WA 99216

QEN THOMAS
VERNOR'S OFFICE

506 FINANCE BUILDING
HARRISBURG, PA 17120

LIZ ROBINSON EXECUTIVE DIRECTOR
ENERGY COCQRDINATING AGENCY OF
PHILADELPHIA

1924 ARCH STREET

PHILADELPHIA PA 19103

REP. CHRIS WOGAN

HOUSE OF REPRESENTATIVES
5 EAST WING

HARRISBURG, PA 17120

ROBERT YQUNG

MCQUAIDE BLASKO

811 UNIVERSITY DRIVE
STATE COLLEGE PA 16801

CYNTHIA DATIG

DOLLAR ENERGY FUND
P.0O. BOX 42329
PITTSBURGH, PR 15203

VINCENT ROSSI

SENATOR FUMO'S OFFICE
545 MAIN CAPITOL
HARRISBURG, PA 17120

SENATOR CLARENCE D. BELL

ROOM 20 EAST WING
HARRISBURG, PA 17120

MARGRET MURDOCH MAYOR
MUNICIPAL BLDG
100 GARRETT ROAD

UPPER DARBY PA 19082-3135
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Bty 72252 LAW OFFICES /
WoLF, BLock, SCHORR ano SoL)g4C0

212 LOCUST STREET
SUITE 300
HARRISBURG, PA 17101-0213

{717} 237-7160
FACSIMILE; (717) 237-7161
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ECEIVED

ALAN KOHLER 0 - S d ,
DiRecT DiaL: (717) 237-7 172 R E: C E i -

E-MaiL: AKOHLER@Wo:FBLock.CoM

January 27, 1998 JAN 27 1998
PA PUBLIC UTILITY GUMAISSION
PROTHONOTARY'S OFFiCE
James McNulty, Secretary PROTHOND? OFFiC
Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

RE:  Application of PECO Energy Company
for Approve of its Restructuring Plan Under
Section 2806 of the Public Utility Code and
Joint Petition for Partial Settlement
Docket No. R-00973953

Dear Mr. McNulty:

Enclesed for filing please find an original and 10 copies of Enron’s Comments to
PECO Energy Company’s Compliance Tariff in the above-captioned action. As indicated on the
attached Certificate of Service, copies of this document is being served this day on the parties in
the manner indicated.

Please contact me if you have any questions with respect to the enclosed.

Wk by
Alan Kohler
For WOLF, BLOCK, SCHORR and SOLIS- COHEN LLP

AK/cln
Enclosure i:r ‘,; ;,f: % E N; f:' N T
cc: All Parties of Record w/enc. ” BY FEmd N
Hon. John Quain, Chairman, w/enc. Oy n”ye
Hon. Nora Mead Brownell, w/enc. ! U L D £ R
Hen. John Hanger, w/enc.
Hon. David Rolka, w/enc.
Hon. Robert Bloom, w/enc.
Office of Special Assistants w/enc.
Bureau of Fixed Utilities w/enc.

PHILADELPHIA, PA ® NEW YORK, NY ® BLUE BELL, PA ® CAMDEN, NJ ® NORRISTOWN, PA * WILMINGTON, DE
g\ ) DSH:10935.1



[

CERTIFICATE OF SERVICE

URIGIAN

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

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

(relating to service by a participant):

DSH:8726.1

E-MAIL AND FEDERAL EXPRESS

Pau! R. Bonney

Ward L. Smith, Esq.
PECO Energy Company
2301 Market Street, S23-1
Philadelphia, PA 19103

FIRST CLASS MAIL

Steven P. Hershey, Esquire
Community Legal Services, Inc.
1424 Chestnut Street
Philadelphia, PA 16102

Tanya McCloskey, Esquire
Steven K. Steinmetz, Esquire
Office of Consumer Advocate
Strawberry Square, 14th Floor
Harrisburg, PA 17120

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

P.O. Box 1166

Harrisburg, PA 17108-1166

Joseph A. Dworetzky, Esquire
John P. Lavell, Jr., Esquire

Hangley Aronchick Setgal & Pudlin

One Logan Square, 12th Floor
Philadelphia, PA 19103

Michael G. Banta, Esquire
Indianapolis Power & Light
One Monument Circle
Indianapolis, Indiana 46204

Christopher B. Craig, Esq.

Democratic Committee on Appropriations

Room 5435, Main Capitol Bldg.
Harrisburg, PA 17120

RECEIVED
JAN 27 1998

PA PUBLIC UTILITY CUstIS510M
PROTHONOTARY'S CFFiCE



BSH:8726.1

Kenneth L. Mickens, Esquire
Pennsylvania Pubtic Utility Comm.
901 North 7th Street

P.O. Box 3256

Harrisburg, PA 17105-3265

Lance Haver
6048 Ogontz Ave.
Philadelphia, PA 19141

Bernard A. Ryan, Esquire

Karen Oill Moury, Esquire
Assistant Small Business Advocate
Suite 1102 Commerce Building
300 N. 2nd Street

Harrisburg, PA 17101

Linda C. Smith, Esquire

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

Roger E. Clark, Esquire
905 Denston Drive
Ambler, PA 19002

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

Walter W. Cohen, Esquire

Andrew J. Giorgione, Esquire

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

Harrisburg, PA 17101

Terence Fitzpatrick, Esquire
David Desalle, Esquire

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

Janet Miller, Esquire

Joseph J. Malatesta, Jr., Esquire
Lillian Smith Harris, Esquire
Malatesta Hawke & McKeon
100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778

Paul Russell, Esquire
Pennsylvania Power & Light Company

2-



DSH:8726.1

Two North Ninth Street
Allentown, PA 18101

Donaild Kaplan, Esquire
Preston, Gates, et al.

Suite 500

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

Roger Clark, Esquire
NESIP 905 Denston Drive
Ambler, PA 19002-3901

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Bruce A. Connell, Esquire
DuPont Power Marketing, Inc.
Legal Department

600 N. Dairy Ashford, ML-1034
Houston, TX 77079

David M. Wise
WiseEnergy

615 Summitt Avenue
Maplewood, NJ 07040

Joel D. Newton, Esquire

Vemer, Liipfert, Bernhard, McPherson & Hand
901 15th Street, N.W., #700

Washington, DC 20005-2301

Audry Van Dyke, Assoc. Counsel (Litigation)
Naval Facilities Engineering Command
Washington Navy Yard,

Building 218, Room 200

901 M. Street, SE

Washington, DC 20374-5018

Usher Fogel

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

Albany, NY 12207

Gordon J. Smith, Esquire

John & Hengerer

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

John R. Orr, Esquire



)

Duke Energy Trading and Marketing, LLC

One Westchase Center, Suite 650
10777 Westheimer
Houston, TX 77042

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

Richard LaCapra

Lee Smith

The Province Building
333 Washington Street
Boston, MA 02108

Thomas Catlin

Exeter Assoc,, Inc,

12510 Prosperity Drive, Suite 350
Silver Spring, MD 20904

Nancy Brockway, Esquire
18 Tremont Street, Suite 400
Boston, MA 02108

Stephen J. Baron

J. Kennedy and Associates, Inc.
35 Glanlake Parkway, Suite 475
Atlanta, GA 30328

Mr. Sam DeFrawi

Director, Navy Rate Intervention
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of PECO Energy Company : Docket No. R-00973953 RE C E i V E D
for Approval of its Restructuring Plan :

Under Section 2806 of the Public

Utility Code JAN 27 1998

EA PUBLIC UTILITY CUmmiSSION
ENRON’S COMMENTS TO PROTHONOTARY'S CFFICE
PECO ENERGY COMPANY’S COMPLIANCE TARIFF

L. INTRODUCTION

Enron Energy Services Power, Inc. and Enron Power Marketing, Inc. (jointly
referred to as"Enron") respectfully submit the following Comments to the compliance filing of
PECO Energy Company ("PECO") filed with the Commission on January 20. 1998. PECO’s
compliance filing purports to comply with the Commission’s Opinion and Order entered on
December 23, 1997, as modified by the Commission’s Reconsideration Order entered on January
16, 1998, in the above captioned matter. Through these Comments, Enron opposes Commission
approval of the compliance filing on the grounds that the filing fails to comply with the
Commission’s Orders in many material respects. Enron requests that the Commission require
PECO to modify its compliance filing as fully set forth below.

Summarily, Enron agrees with the Commission that the “successful
implementation of the approved restructuring plan requires well written tariffs and company
rules and procedures.” Reconsideration Order, p.24. PECO, however, has failed to file the
necessary tariffs and procedures to allow for a successful implementation, and, unnecessarily and
improperly, has failed to comply with a variety of specific Commission directives which, if left
uncorrected, }mll frustrate the Commission’s goai of b‘rmgl‘n% fa'ro\bu§t competitive market, and

P e B
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® @
its associated consumer benefits, to customers in Southeastern Pennsylvania. In fact, in many
respects PECO’s filing should more properly be classified as a “non-compliance filing.”

The goal of restructuring PECO was to “initiate... a competitive retail market in
the PECO service territory by unbundling rates and by creating transition rules to eliminate rate
regulation of generation starting January 1, 1999.” Opinion and Order, p. 42. Unless the
Commission approves the modifications recommended by Enron in this pleading, the significant
and bold step taken by the Commission in deciding PECO’s restructuring case will have been for

naught.

II. GENERAL ISSUES

1. Application of Impermissible Tax Gross-up to CTC Recovery Rate of
Return.

One of the most significant and egregious errors in PECO’s Compliance Tariff
Filing is the attempt by PECO to impermissibly increase its CTC recovery from customers by
$827 million more than the Commission allowed in the Restructuring Reconsideration Order at
25. See, Original Page No. 28 of the Compliance Tariff. PECO attempts to do this by grossing-
up the 7.47% rate of return permitted by the Commission for stranded cost recovery to reflect
federal income taxes. PECO also improperly deducts the Pennsylvania gross receipts tax
(“GRT”) from the total CTC recovery. This is a clear violation of the Reconsideration Order

wherein the Commission stated:
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The compliance filing shall calculate the CTC in the manner

described in the Order and restated for clarification as follows: . . .

{(2) The CTC is to be calculated using a 7.47 percent rate of return,

inclusive of all revenue requirements. . . .
Restructuring Reconsideration Order, p. 25 (emphasis added). Federal income taxes as well as
the GRT are cost of service expenses that traditionally are subsumed within and are taken into
account in establishing a utility’s cost of service and resulting revenue requirements.! They are
not “add-ons” to the revenue requirement determined by the Commission.

The Commission fully recognized that due to, among other things, the number of
PECO’s customers and the inclusion of the CTC true-up provision, the risk of PECO not
recovering all of the CTC to which it is entitled is minimal. Opinion and Order at 28. Thus, the
Commission determined that the rate of return used to compute the revenue requirement for CTC
recovery should equate to PECQO’s long-term debt rate of 7.47% and that included within such
rate, i.e., without additional adjustment, was the recovery of all items associated with the CTC
recovery, which includes, but is not limited to, federal income taxes and the GRT. Restructuring
Reconsideration Order, p. 25.

In computing the appropriate T&D rate of 2.93 cents’kWh (determined on a
system-wide average basis), the Commission was aware that such rate was inclusive of all cost
of service tax expenses of PECO associated with the T&D function, consistent with traditional

ratemaking principles. In estimating the CTC in the Order at 2.56 cents’/lk Wh on a system-wide

! Columbia Gas of Pennsylvania, Inc. v. Pennsylvania Public Utility Commission, 613
A.2d 74, 81 at n. 3 (Pa.Cmwlth. 1992); Bell Telephone Company of Pennsylvania v.

Pennsylvania Public Utility Commission, 524 A.2d 1009 (Pa. Cmwlth. 1987), aff’d, 636

A.2d 627 (Pa. 1994); see also, Continental Telephone Company of Pennsylvania v.
Pennsylvania Public Utility Commission, 548 A.2d 344, 349 (Pa.Cmwlth. 1988), alloc.

den. 557 A.2d 345 (Pa. 1988).
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average basis (see Opinion and Order at 41), the Commission did not state or intimate that such
figure needed to be increased to reflect any tax expenses; that is, the Commission clearly
indicated that such rate is all-inclusive for CTC recovery purposes. Any other conclusion would
render the above-referenced italicized language from the Commission’s Reconsideration Order
meaningless. Indeed, the Commission’s statement that the 7.47% rate was inclusive of all
revenue requirements was providing clarification of the Order with respect to the application of
the 7.47% rate of return on the amount of PECQO’s stranded costs, as determined by the
Commission.

The Commission’s view that the 7.47% reflected an “all-in” rate of return is also
evidenced in other parts of its Order. For example, taking into account the applicable rate caps,
to add such tax expenses to the CTC, as proposed by PECO, would have the effect of “squeezing
down” the shopping credit available to consumers to amounts that are significantly less than
those propounded by the Commission, the effect of which would be to reduce the savings that
customers may realize by shopping for the best power price from altemative generation
suppliers. Indeed, instead of a shopping credit for residential consumers of 5.20 cents/kWh as
stated in the Order (see Opinion and Order at 44), adding such taxes to the CTC would result in a
shopping credit of only 4.71 cents/kWh (Compliance Tariff, Original page 30). Atsucha
reduced shopping credit, it is highly unlikely that consumers will see the 10-15% savings
originally envisioned by the Commission. There simply is no support in the original Opinion
and Order or the Reconsideration Order for the approach taken by PECO in its Compliance
Filing. Moreover, PECO at no point requested rehearing or clarification on the rate of return
issue; PECO is now attempting to recover an additional $827 million from consumers that is not
permitted under the Restructuring Order.
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Although Enron firmly believes that this issue has already been clearly
determined by the Order and the Reconsideration Order, if the Commission were ever to
reconsider this part of its ruling, at a minimum the Commission should reconsider PECO’s entire
stranded cost award,? and/or exercise its discretion to extend the CTC recovery period so as to
mitigate, to the extent possible, the reduction in the shopping credit effected by the Compliance
filing.

2, Effective Date.

The Tariff as filed states that each and every section will be effective on January
1, 1999, the date when the first phase-in of direct access actually begins. However, many of the
provisions must take effect at an earlier date in order to enable the implementation of direct
access on January 1, 1999. These sections, which should become effective immediately, include:

a. Rule 22. Direct Access Phase-In Procedures (Original Page 24).
b. Rule 23. EGS switching (Original Pages 24-25).
C. Rule 24. Provision of Load Data (Original Page 25).
d. Interim Code of Conduct (Original Page 90).
e EGS Obligations (Original Page 91).
f. Supplier Operational Rules (Annex A).

3. PECO Claim for Addition to Stranded Costs for A&G Expenses

There are at least two problems with PECO’s proposed compliance on this issue.

First, also with respect to the reallocation of certain A&G expenses, PECO appears to have

2 Indeed PECO’s reluctance to comply with the clear direction in the Order - or even to ask
for clarification - could cause the Commission to reconsider its decision to allow PECO
to recover some $8 million it has claimed as costs associated with preparing and litigating
its restructuring case. See, Opinion and Order at 92-93.
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improperly increased its stranded cost amount by approximately $177 million to reflect,
according to PECO, a reallocation of a certain portion of its deferred taxes. At page 24 of the
Reconsideration Order, the Commission was very clear as to the methodology that PECO was to
use to compute the stranded cost amount resulting from the reallocation of A&G expenses to the
production function: Nowhere in the Reconsideration Order or the Opinion and Order is there a
directive that PECO make adjustments in this respect for deferred taxes. Applying the
methodology prescribed by the Commission results in a resulting stranded cost of approximately
$407 million. PECO’s attempt to significantly increase such figure -- by $177 million -- thereby
bringing the total stranded cost amount associated with the reallocation of A&G expenses to
approximately $584 million, appears to be inconsistent with the Commission’s directive. Ata
minimum, PECO needs to provide a detailed explanation as to its justification for adding
deferred taxes in the amount stated to the stranded cost amount resulting from the A&G
adjustment.

Second, in its Reconsideration Order, the Commission ordered PECO to adjust
the functionalization of administrative and general expenses in accordance with the
recommendation of OCA witness Lee Smith. The result of this ordered adjustment was to
increase the total of A&G expenses assigned to the production function by approximately $38.7
million with offsetting reductions in A&G expenses assigned to the transmission and distribution
functions of $5.9 million and $32.8 million, respectively. In assigning these adjusted functional
amounts of A&G expenses to each of the existing rate classes, PECO allocated these functional
adjustments to each customer class on the basis of its allocator “E1.” Allocator El1 is total
company O&M expenses less fuel expense, rental expenses, purchased power expenses and
uncollectible accounts.
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PECO’s allocation by class is incorrect. The correct allocation of these functional
amounts by class of service would be to allocate on the basis of functional O&M expenses i.e., in
the same proportion as each class’ allocation of those O&M expenses allocated to the production
function, as adjusted to remove purchased power, rental expenses, fuel expenses and
uncollectible accounts. Attachments A and B to these Objections provide an appropriate
allocation of the adjusted functional amounts of A&G expenses by class of service and provide
the development of the functional O&M expense allocators by class of service. The results
shown on Attachment A indicate that PECO has substantially overallocated A&G expenses to
residential and lighting classes, while substantially underallocating administrative expenses to
commercial and industrial classes. PECO’s Compliance Filing compounds the impact of this
error through its calculation of the additional stranded costs and CTC associated with the portion
of the A&G expense adjustment assigned to the production function.

4, Failure to Unbundle Ancillary Service Charges

PECO’s compliance cost of service and unbundled rate design fails to take a very
important step: removal of revenue requirements associated with transmission related ancillary
services from the unbundled charges it proposes in this proceeding. Failure to make this
adjustment results in a substantial overstatement of fixed production-related revenue

requirements and, cotrespondingly, PECO’s proposed CTC charge.’

This issue is properly raised in response to PECO’s compliance tariff because the
Company’s alternative “Retail Transmission Services Rider” filed as part of its
Compliance package contained no corresponding allocation of costs from production to
recognizes that the Company would be recovering ancillary service costs through these
rates or its PIM-FERC taniff. To the extent that the Commission views the issue as one
most properly raised in a Petition for Reconsideration Enron respectfully requests such
reconsideration pursuant to 66 Pa. C.S. § 703(g).
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Ancillary Services are primarily generation support services that are needed along
with transmission service to maintain reliability within and among control areas. The Federal
Energy Regulatory Commission in its Order Nos. 888 and 888-A and the pro forma open access
tariff appended to those orders define six ancillary services. These include (1) Scheduling,
System Control and Dispatch, (2) Reactive Supply and Voltage Control from Generation
Sources, (3) Regulation and Frequency Response Service, (4) Energy Imbalance Service, (5)
Operating Reserve Service ~ Spinning, and (6) Operating Reserve Service — Supplemental.?
These charges are FERC regulated and their level and nature will be determined by FERC’s
ultimate disposition of the tariff proposed by PIM for such charges. PECO acknowledged the
need to unbundle ancillary services, first in its response to Interrogatory Allegheny I-8. There it
acknowledged that:

PECO will have to make an adjustment to its proposed unbundled

rates to account for this FERC-mandated requirement. That is

these costs will not be included in those costs that PECO will

recover through its jurisdictional unbundled distribution and CTC

charges and will therefore be collected from customers separately.

Further, in its rebuttal testimony in this proceeding PECO witness Pratzon stated that PECQO
intends to completely remove ancillary services charges from bundled retail rates. (PECO
Statement 21-R at Page 12.)

Accordingly, PECO should be required to identify the costs associated with

transmission ancillary services to be recovered via PECO’s FERC authorized rates. Since these

costs are now included as “production” related, this further unbundling should result in a

corresponding reduction to the Company’s stranded cost claim.

For a more complete definition and description of these six ancillary services, see Enron
Statement 3, Exhibit 3, PDR-1.
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PECQO’s PaPUC tariff does not propose to charge suppliers any distribution
related ancillary services or line losses and, therefore, Enron presumes that no charges will be
proposed. The requirement to remove ancillary service revenue requirements in the rate
unbundling process was recognized by the Commission in its preliminary Order and Opinion
related to PECO’s Retail Access Pilot Program. In that Order, the Commission stated that “if
PECO Energy provides ‘retail’ ancillary service, and charges for these services, it shall file the
rates with the Commission as retail tariff rates and include such supporting data as necessary to
demonstrate that these costs are not already covered in base rates.™ If PECO intends to attempt
to impose such charges, it should be required to file and obtain approval of such rates pursuant to
Chapter 13 of the Public Utility Code.

5. Supplier Tariff

Even through the Commission Order indicated that PECO’s compliance filing
was to include “a separate tariff for alternative generation suppliers” (Order at 162, §17(b)), and
then again indicated that PECO was to file “[a] new supplier tariff providing procedures for
competitive generation supply” (Order at 163, 120(c)), PECO’s proposed compliance filing
contains no such tariff but merely a single sheet generally requiring an EGS to “enter into
agreements” with respect to agency for transmission services, allocations for installed capacity
obligations, and an unspecified “Practices & Procedures agreement,” which apparently PECO
planned to draft unilaterally and present to Suppliers as a condition of serving customers using
PECOQO’s distribution facilities. The Commission obviously anticipated that PECO would file as

part of its compliance tariff for PUC approval the policies and procedures it anticipates

3 Petition of PECQ Enerey Company for Approval of a Retail Pilot Program, P-00971170
(May 9, 1997), p.24.
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attempting to impose upon EGSs. Moreover, the experience in the Pilots supports the
Commission’s direction to PECO to file as a tariff the rules that will set forth an EGS’s rights
and obligations with respect to PECO, and vice versa. An EGS should not have to agree to a set
of rules unilaterally proposed by PECO on a “take it or leave it” basis, such as those to which
EGSs were subjected in the Pilot. Accordingly, Enron has drafted a set of supplier rules which
could be attached to Tariff No. 3 as a nider or annex. They are attached to these comments as
Annex A” to the EGS Rights and Obligations page (Original page 91) proposed by PECO. The
proposed annex sets forth specific, balanced and fair provisions to govern the operational
interactions between PECO and an EGS using PECO’s distribution system. In the absence of
any PECO proposed rules, the Commission should order their adoption. If PECO wishes to add,
change, or supplement these proposed rules, it may do so by filing a proposed tariff change
pursuant to Chapter 13 of the Public Utility Code.

Enron’s proposed changes also reflect the fact that unbundled retail transmission
service rates, terms and conditions are exclusively the jurisdiction of the FERC because these
operational rules apply to distribution services regulated by the Pennsylvania Commission only:
Enron agrees with PECO that unbundled retail transmission rates, terms and conditions are
properly regulated by the FERC, and believes that this is the appropriate interpretation of both

the Act and the PUC’s Order in this regard.®

The Act states that the Commission shall establish rates for jurisdictional transmission
and distribution services. . ..” 66 Pa.C.S. §2804(10) (emphasis added). The Order’s
reference to the establishment of “transmission and distribution rates that meet the
requirements of Chapter 13” (Order at 137), undoubtedly was made with the same
limitation, i.e., that regulation would only apply to those portions of the transmission
system that are not regulated by FERC -- which presently appears to apply only to what
PECO characterizes as the distribution system.
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The Commission’s role with respect to transmission rates is twofold: First, as the
PUC has done, transmission related costs must be separated from production and distribution so
that rates for those jurisdictional aspects may be appropriately established by FERC. (as noted
above this separation should also include costs associated with ancillary services now included
as “production”). Second, the Commission has a legitimate role before FERC in advocating the
Commonwealth’s interests in the establishment of just and reasonable transmission tariffs and
rules, a role that, to date, it has pursued diligently. The rates and rules themselves, however,
must be established by FERC, and the PUC should assume that the PECO tariff reflects this clear
delineation. The proposed modification to PECO’s proposed EGS Rights and Obligations
(Original page 91) reflect this jurisdictional fact which, in order to avoid confusion, should be
clearly acknowledged.

6. PECO?’s Proposed Interim Code of Conduct Is Not In Compliance With
The Commission’s Order In Many Important Material Respects

In its Opinion and Order, the Commission appropriately dedicated a significant
amount of attention towards designing a Code of Conduct to govern the relationship between the
PECO EDC, PECO affiliated suppliers and unaffiliated suppliers during the implementation and
early stages of direct access. In considering what competitive safeguards should be established
for PECO, the Commission recognized the necessity of adopting reasonable rules to assure that
PECO does not leverage its monopoly position to advantage affiliate suppliers over non-
affiliated suppliers. As the Commission conclusively stated:

As we enter the era of generation competition, this Commission

must ensure that competition can occur on a level playing field

without discrimination or inappropriate competitive advantage to

any market participant. As discussed previously throughout this
Opinion and Order, ensuring fair economic terms during the
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transition period through stranded cost recovery and regulated

rates is a crucial component of our efforts to assure that a

competitive market can develop in which all market participants

have a fuil and fair opportunity to compete successfully. In

addition, there many more subtle ways in which one market

participant might receive an inappropriate advantage over another.

Opinion and Order at 125.

The Commission went on in great detail to review PECO’s proposed code of
conduct as sponsored by PECO witness Gregory Cucchi in Exhibit GAC-2 and in consideration
of the evidence of record, including the testimony of Enron witness Dirmeier, carefully evaluated
each proposed rule for its adequacy. As to virtually every proposed rule, the Commission
required PECO to make specific modifications to be incorporated into the Code of Conduct to be
included into its Compliance Tariff. While PECO has addressed the Commission’s concerns in
several areas, PECO has also selectively ignored the Commission’s required modifications in
many key respects. Enron will address the adequacy of PECO’s response to the Commission’s
discussion addressing each proposed rule below.”

Rule 1:
PECO’s proposed Rule 1 required comparable treatment by PECO as between

affiliated and unaffiliated suppliers. However, as proposed, the Rule narrowly applied only to

the processing of requests for customer service and did not address other EDC activities.®

In the Tariff portion of these objections (Original page 90), a proposed tariff sheet of
Enron’s complete proposed Code of Conduct, in compliance with the Opinion and Order,
is provided in legislative format to allow easy review of the changes being proposed by
Enron.

§ In recognizing that PECO’s proposed Rule 1 was overly narrow, the Commission stated
as follows in its Opinion and Order:

{(continued...)
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The Commission’s position is that PECO must treat affiliated and non-affiliated
suppliers, and all customers, regardless of their supplier, in a non-discriminatory manner in all
areas of its business and shall not provide any preference to any company’s customer. In this
regard, the Commission expressly required PECO to expand Rule 1 beyond processing of
customer requests to the provision "of all goods and services" offered by PECO, including but
not limited to, "requests for information, complaints, and responses to service interruptions."

In its Compliance Tariff, PECO has ignored the Commission’s instructions to
expand Rule 1 beyond requests for service by suppliers and supplier customers to any PECO
dealings with suppliers or supplier customers. Instead, the language of Rule 1 included in the
Compliance Tariff continues to apply only to the processing of requests for service and describes
the examples of goods and services to which the Rule should be superficially expanded (i.e.,
requests for information, complaints and responses to service interruptions) as types of service
request processing. Moreover, PECO has not clearly provided for “an assurance of comparable
treatment.” Accordingly, PECO has attempted to distort completely the Commission’s clear
directive that the rule be expanded to apply to the "provision of all customer goods and services"

and provide comparable treatment, and its attempt to be rejected.

%...continued)
Rule 1 should not be limited to processing requests for generation service.
It must be expanded to apply to the provision of all customer goods and
services, such as requests for information, complaints, and responses to
service interruptions. It not only should apply only to PECO’s dealings
with its affiliated competitive (sic), but also provide an assurance of
comparable treatment without regard to the customer’s chosen supplier.

Opinion and Order at 131 (emphasis added).
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In order to bring Rule 1 into compliance, Enron requests that Rule 1 be modified
to read as follows:

The Company, in its role as the Electric Distribution
Company ("PECO EDC™"), shall not give a PECO Supplier,
or the customer of a PECO Supplier, preference in either
the provision of any goods or services, or in supplier or
customer contacts that PECO EDC is required to provide
for Direct Access. The prohibition against preferences
shall include, but not be limited to, the processing of
requests for generation service, requests for information,
complaint processing and responses to service
interruptions. PECO EDC shall also provide comparable
rates, terms, and conditions to all suppliers for all requested
services.

Rule 2:

PECQO’s proposed Rule 2 requires PECO to supply services and apply its tariff to
unaffiliated suppliers in the same manner as it does for affiliated suppliers. In its Opinion and
Order, the Commission discusses Rule 2 and Rule 4 (regarding the availability of market
information) together. Enron has incorporated the Commission’s discussion in its proposed
modifications to Rule 4. Enron has no objection to Commission approval of Rule 2 as submitted
by PECO in its Compliance Tariff.

Rule 3:

PECQO’s proposed Rule 3 prohibited PECO and its affiliated suppliers from

exchanging goods or services at below cost or below market prices. However, the Rule failed to

address potential cross-subsidies between PECO and its affiliated suppliers nor did it address the

scope and nature of Commission review of such affiliate transactions.’

’ In evaluating and requiring modification of Rule 3, the Commission stated as follows:

(continued...)
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Undeterred by a clear mandate from the Commission to "supplement" Rule 3,

PECO made no substantive modifications to Rule 3 in its Compliance Taritf. Enron proposes

that the Commission direct PECO to modify Rule 3 to read as follows:

Rule 4:

PECO EDC shall not sell non-power goods or services to a PECO
supplier at a price below the cost or market price, whichever is
higher, for said goods or services. PECO EDC will not purchase
non-power goods or services from a PECO Supplier at a price
above the market price for said goods or services. In no case shall
any goods or services, including power, sold to or purchased from
a PECO Supplier by PECO EDC, be transacted in a manner which
results in a cross-subsidy in favor of PECO EDC or PECO
Suppliers. All proposed transactions between PECO EDC and
PECO suppliers shall be subject to Commission review to assure
that the transactions are competitively neutral. All goods or
services involving the competitive generation industry shall be
made available to non-affiliated Suppliers at comparable terms and
conditions as those offered to PECO Suppliers.

PECO’s proposed Rule 4 requires PECO to make market information

simultaneously available to affiliated and unaffiliated suppliers which is not otherwise publicly

’(...continued)

PECO’s rule is useful, but it requires supplementation. Any transaction between
PECO and an affiliate must be approved pursuant to Chapter 21 of the Public
Utility Code. In order to ensure a "level playing field," proposed affiliate
contracts for all goods and services, including power, must not involve any anti-
competitive cross-subsidy. We presume that transactions with affiliates that relate
to specific corporate matters such as accounting, financial, shareholder or
personnel and payroll services can be approved according to established
standards. PECO should not engage in any transactions concerning the
competitive generation industry unless it is for goods or services made available
to competitors.

Opinion and Order at 130. Furthermore, in the previous section of the Order on Corporate
Structure, the Commission stated that "The Commission must assert the same level of review of
transactions between an EDC and its competitive entity, whether it is separately incorporated or
not." Opinion and Order at 128.
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available. However, the Rule was overly narrow and did not require PECO to make all
information available under comparable terms, conditions and access. Overall, the
Commission declared that PECO’s rules should be interpreted very broadly and should apply to
all information.'"® Nevertheless, PECO did not include any modifications to Rule 4 in its
Compliance Tariff to reflect the Commission’s broader interpretation. Enron submits that while
the timing of information disciosure is important, the comparability of the means of disclosure
and access is equally important. Furthermore, there is no justifiable reason why PECO should
provide its supplier affiliate preference regarding the disclosure of “public” information.
Unaffiliated Suppliers should not have to search for information that is handed over in an easily
accessible format by PECO EDC. Enron proposes the following language for adoption as PECO
Rule 4:

PECO EDC shall simultaneously make available to all EGSs any

market information that it provides to a PECO Supplier.

Regarding the provision of information, PECO EDC will treat all

competitive suppliers in a comparable, non-discriminatory manner

as it treats PECO Suppliers and will provide information to all

Suppliers on similar terms, conditions and access.
Rule 5:

PECO’s original proposed Rule 5 imposed restrictions applicable to the sharing of

employees and facilities between PECO and its affiliated suppliers. However, the Rule failed to

1o In evaluating Rules 2 and 4 jointly, the Commission stated as follows:

We believe that Rules 2 and 4 are intended to meet the standard that we adopt:
PECO will treat all competitive suppliers in a comparable, non-discriminatory
manner with similar terms, conditions and access to information.

Opinion and Order at 131.
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address the separation of supervisors with management responsibility over such employees.
Furthermore, the Rule permitted the transfer of such employees between PECO and affiliated
suppliers.

The Commission ordered a modification to strengthen the protections,'’ but in its
Compliance Tariff, PECO ignored the Commission’s discussion of management responsibility
complying with the functional separation requirement. Furthermore, it addressed employee
transfers without proposing any meaningful restrictions on such transfers; instead it permitted
transfers as long as they were not “intended” to "circumvent this Interim Code of Conduct.” In
order to comply with the Commission’s directives, however, the Commission’s insistence on
strict functional separation applicable to both management sharing and employee transfers

should be incorporated into Rule 5. Enron proposes the following language:

Employees of PECO EDC who have responsibility for operating
the distribution system or performing the PLR role, such as
receiving requests for power, purchasing power, scheduling
delivery, or billing and metering, or have management
responsibility over such employees, shall not be shared with a
PECO Supplier, and their offices shall be physically separated
from the office(s) used by those working for the PECO Supplier.
Such employees of PECO EDC shall not be transferred to PECO
Suppliers under any circumstances. Any PECO Supplier shall
have its own direct line management. Any shared facilities shall
be fully and transparently allocated between the PECO EDC
function and the PECO Supplier function. PECO EDC accounts

t In evaluating this rule, the Commission stated as follows:

We interpret Rule 5 to mean that all PECO EDC functions shall be separately
staffed from all competitive supplier functions, except for approved affiliated
transactions described above. PECO must ensure that any management
responsibility over both the EDC and a competitive division or affiliate, or
employee transfers, complies with the functional separation requirements.

Opinion and Order at 130.
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and records shall be maintained such that the costs a PECO
supplier incurs may be clearly identified.

Rule 6:

PECO’s proposed Rule 6 prohibited the tying of PECO’s distribution services
with the services provided by affiliated suppliers. However, the Rule was very broad and subject
to divergent interpretations. While the Commission provided no specific discussion of Rule 6, it
appears that part of the Commission’s discussion pertaining to Rule 7 actually applies to Rule 6.

That sentence reads as follows:

In addition, the proscriptions [against certain marketing activity]

should include suggesting that any competitor or customer must

contract or refrain from contracting for any goods or services in

order to receive any EDC service on the same terms and conditions

as any other supplier or customer.,

Opinion and Order at 131.

To accommodate the Commission’s discussion and to provide further clarity,
Enron proposes that Rule 6 be modified to read as follows:

PECO EDC shall not condition or tie the provision of any PaPUC

jurisdictional regulated services on the purchase of power from a

PECO Supplier. PECO EDC shall not condition or tie the

availability of terms and conditions associated with the purchase of

any goods or services on the purchase of power from a PECO

Supplier.

Rule 7:

PECO’s proposed Rule 7 placed restrictions on the use of PECO’s name by an

affiliated supplier. However, the Rule did not go far enough and did not apply the proposed

restrictions to PECO, did not go beyond the use of the name and did not address the potential for

preferential promotion of PECO’s affiliated suppliers.
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In evaluating Rule 7, the Commission agreed that the Rule did not go far enough:

PECO’s Proposed Rule 7 indicates that PECO shall not allow its
competitive affiliate to use PECO’s name to suggest that PECO
will provide better distribution services if power is purchased from
a PECO affiliate or that supply purchased from other competitors
may be less reliable, or that the generation services are in fact
being provided by the EDC.

Rule 7 is appropnate in concept but should not be limited to the
use of PECO’s name by its competitive affiliate. The competitive
affiliate must not suggest that any of the proscribed items in any
manner, either directly or indirectly. In addition, the same
standards must apply to PECO as an EDC. The EDC must not
promote its competitive affiliate any differently than non-affiliated
suppliers. (Emphasis added).

In its Compliance Tariff, PECO modified the language of Rule 7 to expand the
restrictions on the use of the name to itself and to include all representations to customers.
However, PECO completely ignored the Commission’s directive that "the EDC must not
promote its competitive affiliate any differently than non-affiliated suppliers." Such a restriction
on the promotion of affiliates through joint marketing or packaging of EDC and affiliate supplier
products and services in a manner that is not made available to unaffiliated suppliers is a critical
provision of any Code of Conduct applicable to a monopoly, and is a provision which Enron
spent a great deal of time and effort advocating in the underlying proceedings. Moreover,
PECO’s proposed Rule 7 does not incorporate the Commission directive that PECO should not

even suggest, directly or indirectly, that its affiliated supplier will have an advantage over or can

provide better service because of its affiliation. Thus PECO’s attempt to limit the prohibition
only to “unfair” or “false” representations must be rejected. Accordingly, Enron proposes the

following language for inclusion in Rule 7:

7a. Neither PECO EDC nor a PECO Supplier may directly or by
implication represent:

DSB:478871.1 -19-



. that the PaPUC jurisdictional regulated services provided by
PECO EDC are of a superior quality when power is purchased
from a PECO Supplier; or

. that the merchant services (for power) are being provided by
PECO EDC rather than a PECO Supplier;

. that the power purchased from an EGS that is not a PECO
Supplier may not be reliably delivered;

. that power must be purchased from a PECO Supplier to receive
PECO EDC PaPUC jurisdictional regulated services.

7b. PECO EDC shall not jointly market or jointly package its PaPUC
jurisdictional regulated services with the services of PECO’s Suppliers

unless it offers the same promotion of services to non-affiliated
Suppliers.

Rule 8:

PECO’s Rule 8 requires the development of a dispute resolution procedure. The
Commission provided no discussion of this Rule and inclusion of the Rule in the Compliance
Tariff without modification is compliant with the Commission’s Opinion and Order.
Blacklined Interim Code of Conduct

To allow the Commission to carefully consider these comments, Enron has
included in the Tariff portion of these objections (Original page 90) a blacklined version of the
entire Code of Conduct which, in Enron’s view, fully complies with the Commission’s Opinion
and Order, and which directly replicates the changes proposed above. Enron requests that the

Cormmission adopt this Code of Conduct for inclusion in PECO’s final compliance tariff.

7. Nuclear Decommissioning Surcharge.
The Commission’s Order adopts the “annuity” method of accounting for nuclear

decommissioning charges (Opinion and Order at 79-80). But the Order also indicates that
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because this amount “is already included in rates...” no rate increase will occur as a result of
permitting this recovery (Id. at 80). While PECO has proposed the Rider, it does not appear that
it has made the corresponding reduction to other rates to offset this charge. Unless PECO can
clearly show that the Nuclear Decommissioning Rider has been properly offset with a rate

reduction, it should be denied.

8. Necessary Tariff Rate Sheet Revisions.

a) No energy and capacity charges on rate sheets. PECO should no

longer place charges for energy and capacity on the specific tariff rate sheets, but rather should
provide all Provider of Last Resort {*“PLR™) service according to the Energy Services Rider,
which will be applicable to customers taking “PLR service.” Specific tariff schedules should
simply identify the availability of the Rider to any consumer, and identify the charges associated
with distribution and CTC/ITC charges to that consumer. As the Commission no doubt
intended, all energy and capacity sales by PECO Energy acting as the PLR would occur through
the Energy Services Rider (Original Page No. 72).

PECQ, rather than completely reforming its tariff to promote
Direct Access, has attempted to make “minor” changes to its existing tariff sheets by maintaining
the energy and capacity rates within the individual rate schedules. While an administratively
simple proposal, the restructuring process which concludes with the acceptance of this
compliance tariff does fundamentally change the nature of PECO’s business and services, and

the tariff rates should change accordingly.
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Accordingly, each of PECO’s rate schedules should be revised to
remove the “energy and capacity” portion of the rate. The listing of those charges for each rate
schedule should be added to the “Energy Services Rider.” See discussion in tariff section.

b) PECO should not require Contract Terms for delivery service.
PECO should no longer place Contract Terms on the specific tariff schedules, as these
requirements are no longer warranted in a Direct Access environment. [f PECO intends to
request distribution service customers to sign term contracts, the tariff language should indicate
that Term of Contract is only for that service.

c) Minimum charges must not include charges for Energy and

Capacity. To the extent that the tariff schedules include minimum charges, those charges should
exclude energy and capacity charges when PECO is not providing energy and capacity as part of

PLR service.
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I TARIFF SECTIONS TO BE AMENDED

On the following pages are the sections of PECO’s Compliance Tariff that require
amendments. In each case, Enron has explained the necessity for the change and produced a

blacklined amendment showing deletions and additions to PECO’s proposed language.
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Definitions of Terms and Explanation of Abbreviations (Original Page 6)
Customer

As the Act makes clear, a customer may utilize an “aggregator” or “broker” to
obtain services (66 Pa.C.S.§ 2803). The definition of customer must accommodate this
definition and insure that suppliers will be able to utilize the billing consolidation provisions of
the Commuission’s Order (Order at 140). Since there is no legal impediment to this requirement,
it should be reflected in PECO’s tariff. Enron therefore recommends that the definition of

“customer” be amended to read as follows:

customer - Any person, partnership, association, or corporation, tawfully receiving service at a single mefer location from the
Company. The term customer shall also include an EGS duly authorized to act as agent on behalf of the customer. For purposes of
billing for an Electric Generation Supplier {as defined below)} and collecting CTC, the term customer may inciude all meter locations
for which a summary or consolidated hill is provided.

Summary billing account

PECO has improperly restricted the application of summary billing accounts to
“the same partnership, association, corporation, or governmental agency etc.” in complete
disregard for the Commission’s Order (Order at 140). The Order states that the billing
consolidation should apply to “customers with multiple sites”. (Id.) The language should be

changed as follows:

sumrary billing account - An aggregate bill prepared for a_customer or a qroup of customers with two or more meter !ocatlons

on _the same Tariff rate for: twe=

corporauon,_or_goueummal_agancy_atc. (1) the Companys charges for service andlor for the recovery of Transut:on or
Stranded Costs, and/or (2) EGS biling—ef-ite charges for Competitive Energy Supply, as permitted by Rule 2.2

DSB:478871.1 -24-



Rule 4.6 Special Contracts (Original Page 11)

The Company has not complied with the Commission’s Order regarding Special
Contracts under Rule 4.6 or pursuant to the Economic Efficiency Rider (“EER”). First, in both
cases, the Commission determined that PECO could continue to offer these rates to existing
customers and to any new customer “who has not yet been phased-in to customer choice.” Order
at 119. “Phased-in” under the Competition Act and the Commission’s Order takes place when a
customer has the right to choose. This will occur for industrial customers on January 1 and 2,
1999, when all industrial customers will be “phased-in,” pro rata, for 2/3 of their load.
Reconsideration Order at 22. Accordingly, both the Rule 4.6 and EER provisions should specify
that no new contracts will be available to customers after January 1, 1999. See comment to EER
below.

Second, the Order specifically instructs PECO to unbundle Rule 4.6 contracts
with respect to the rates and discounts associated with those contracts. Orderat 118, 120. Yet,
PECO’s proposed tariff revision fails to state specifically that the discounts will be allocated to
both the energy/capacity portion and the distribution/transmission portion of the rate.

Accordingly, the following changes are required to Rule 4.6:

4.6 SPECIAL CONTRACTS. Standard contracts shall be for terms as specified in the stalement of the rate,
but where large or special investment is necessary for the supply of service, or where service is to be used for an emergency or
temporary replacement of another method of operation, contracts of longer term than specified in the rate, or with special
guarantees of revenue, or both, may be required,

In addition, the Company may enter into long term contracts for firm service to customers or potential customers
wha: a) demonstrate that they are considering competitive alternatives (including self generation) to PECO Energy service: and b}
who require in excess of 40,000 KW of monthly capacity supplied by PECO Energy,; or in circumstances where the customer
contributes to the significant economic well-being of the region, as evidenced by an award from the Commonwealth of Pennsylvania
of an Opportunity Grant in the amount of $250,000 or greater; and c) are not subject fo existing contracts pursuant to this Rule for
distribution services and energy and capacity services, provided that ng customer or potential customer shall be eligible for such a
contract if all or any portion of the Ioad of the customer or potential customer qualifies for Direct Access pursuant to Rule 22. The
terms and conditions of service and charges will be mutually agreed upon between the Company and the customer and will be
reflected in a signed service agreement that will not become effective until approved by the Commission. Rates will be established
on a case by case basis and will be sufficient to cover all appropriate incremental costs, including the costs of fabor, materials, and
overhead and a contribution to fixed costs,

For contracts that do not contain provisions governing the customer's rights upon the advent of Direct Access,
the Company will unbundle the customer’s contract effective as of January 1, 1999 in a manner that retains the customer’s discount,
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that allocates the discount 1o both the enerqy and capacity and the distribution and transmission portions of the rate and that reflects
the amount of Transition and Stranded Costs prasumptively embedded in the customer's contract. For contracts that do contain
provisions governing the customer's rights upon the advent of Direct Access, the Company will unbundle the customer's contract in
accordance with its terms and conditions.

A customer is entitled to the rates contained in its contract only for the duration of the term of the contract and
only in accerdance with its terms and conditions, even if the term of the contract expires before the end of the Transition Period.

Unless the customer's contract contains provisions concerning the customer's rights upon the advent of Direct
Access, the customer may obtain Competitive Energy Supply and continue to pay the unbundled Distribution Charges and
Competitive Transition Charges designed in accordance with this Rute for the duration of the term of the contract. For contracts that
conain provisions governing the customer's rights upon the advent of Direct Access, the customer will be entitled to obtain
Competitive Energy Supply only in accordance with the terms and conditions of the customer’s contract.
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Rule 12.2 Additional Limitations on Liability in Connection With Direct Access
(Original Page 18)

PECO continues to have a duty and potential liability with respect to its delivery
obligation in the case of competitive supply. PECO should be liable if it fails to switch a
customer, or is negligent in switching or not switching. PECO’s proposal incorrectly makes it
appear that a customer is assuming more liability with a competitive supplier (rather than staying

with PECO), which is not the case. This Rule should thus be amended as follows:

12.2 ADDITIONAL LIMITATIONS ON LIABILITY IN CONNECTION WITH DIRECT ACCESS. Ctherthanits
duty to deliver electric engergy and capacity to a customer, the The Company shall have no duty or liability to a customer receiving
Competitive Energy Supply arising out of or related to a contract or other relationship between such a customer and an EGS.

The Company shall have no liabifity to a customer receiving-Competitive Energy Supply arising out of or related
to switching EGSs, unless the Company is negligent in switching or not switching, or falling to switch a customer.

The Company shall have no duty or liability with respect to electric energy before it is delivered by an EGS to a
point of delivery on the PECO Energy distribution system,__The Company shall have the same duty and liability o after its deliverdio

receipt of electric energy and capacity for a Direct Access customer;ecamng-@ompeﬂtws—&ne&gy&uppgq as after its receipt of
electric energy and capacily for customers receiving electric enerqy and capacity from the Company.
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Rule 12.4 Emergency Energy Conservation (Original Page 18)

Consistent with the Order’s direction to integrate suppliers into the distribution
system, this section should be amended to notify and include EGSs in the conservation efforts
whenever those measures affect the EGS’s ability to meet customer energy requirements, as

follows:

Rule 12.4 EMERGENCY ENERGY CONSERVATION. Pursuant to order of the Pennsylvania Public Utility
Commission, the following provision is incorporated in this Tariff:

Whenever events occur which are actually resulting, or in the judgment of the Company threaten to result, in a
restriction of the fuel supplies available to the Company or its energy vendors, such that the amount of electric energy which the
Company is able to supply is or will be adversely affected, an emergency energy situation exists,

In the event of an emergency energy consenvation situation, the Company shall take such reasonable measures
as it believes necessary and proper to conserve available fuel supplies. Such measures may include, but shall not be limited to
reduction, interruption, or suspension of service to one or more of its customers or classes of customers in accordance with the
Company's procedure for emergency energy conservation,

The Company shall establish procedures for emesgency energy conservation, including, if it deems necessary,
schedules of service interruption and suspension priorities o be followed as prescribed by the foregoing paragraph. Those
procedures shall include notification to, and inclusion in the conservation process of all EGSs whose ability to meet customer load

obligations will be affected by the conservation measures.

The Company may revise such procedure from time to time, and shall revise them if so required by the
Pennsylvania Public Utility Commission. A copy of.such pracedures or of the revision thereof currently in effect shall be kept
available for public inspection at each office at which the Company maintains a copy of its Tariff for public inspection, and ancther
such copy shall be kept on file with the Pennsylvania-Public Utility Commission.
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13.1 Resale Of Service (Original Page 18)
Consistent with the Order’s direction to unbundle fully, this Rule should be
modified to insure that the right to resell PECO’s services will not be restricted if a customer

procures supply from an EGS:

13.1 RESALE OF SERVICE. Pursuant to Section 1313 of the Public Utility Code, 66 Pa. C.S, § 1313, a customer may
resell Energy and Capacity and/or service provided by PECO Energy, and pass on CTC charges, if: (1) the Company provides such service under
a single contract at one application of an available Base Rate and is for the total requirements of the premises served, (2) the location, and (3) use
of the service conforms to the availabitity requirements of this Tariff for provision to the customer for the customer's own account, The

customer’s resale opportunity pursuant to this paragraph applies to the Company’s distribution and other non-bypassable charges when the

customer purchases some or all of ils reguirements from an Electric Generation Supplier.

¥
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Rule 14. Metering (Original Page 19)

The Company’s metering rule, especially Rule 14.3, does not incorporate the
Commission’s Order which requires that customers and EGSs be permitted to have installed
Qualified Advanced Meters and to provide remote meter reading services.'? The following

changes are required:

14.1 SUPPLY OF METERS. Subiject to 4.9 below, the Fhe-measurement of service for bitling purposes shall be by
meters furnished and installed by the Company. The Company will sefect the type and make of metering equipment, and may, from time to time,
change or alter the equipment, its sole obligation being 10 supply meters that will accurately and adequately furnish records for billing purposes.

* % &

14.9 CUSTOMER SELECTED ADVANCED METERS. A customer or EGS on behalf of 2 customer may have a

Qualified Advance Meter installed and have meter reading services provided pursuant {o the inferim rules established by the PaPUC
Docket No. L-00970128.

1 Although the Order at 140-41 inadvertently refers to Docket L-00970120, it adopts the provisions in Docket

No. L-00970128 that permit the customer or EGS to choose a qualified advanced meter and to allow the
EGS to perform remote meter reading.
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Rule 16.2 Request Tests (Original Page 21)
This rule should permit an EGS, as well as a customer, to request a meter test or

inspection and should therefore be amended to read:

16.2 REQUEST TESTS. The Company will make additional tests or inspections of its meters at the request of
a customer or an EGS, but reserves the right to make the charge provided for in the Electric Regulations of the Pennsylvania Public
Utility Commission, under conditions therein specified.
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Rule 17.2 Billing Options (Original Page 21)

PECO’s proposal assumes that where an EGS is providing electricity, the
customer will choose either to have that EGS render its own bill or to require the EGS to appoint
PECO as its billing agent. In the latter case, PECQ proposes to charge 90 cents per bill. There is
no basis for requiring appointment as “billing agent™ under § 2807(c) or for a per bill fee. PECO
as an EDC is obligated to render a bill on behalf of the EGS if the EGS requires PECO to do so
under § 2807(c); it is the EGS’s choice. Moreover, there is no basis for PECO to charge the
EGS for this service since PECO’s costs for billing are included in its bundled distribution rate.

This rule should therefore be amended to read:

17.2 BILLING OPTIONS. The Company will always bill the customer for the Company's Fixed and Variable
Distribution Service Charges, CTCs, and Energy and Capacity Charges (when the Company is providing Defauit PLR Service).
Where an EGS is providing electric energy and capacity, the EGS may (1) render its own bill for such service, or (2) require the

Companv to bi|| for the electnc enerqv and capacuv supphed by the EGS Mmmmmmmtﬂmus&@s,m.pwmde-a

i i b1I|s for. an EGS the Company wrll blll the customernot only for !he
Company's Fixed.and Variable Distribution Service Charges, and CTCs, but also for the electric energy and capacity supplied by the
EGS.
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Rule 17.4 Payment Processing (Original Pages 21-22)

This rule erroneously includes PECO Energy supply charges, i.e., energy and
capacity charges, in a higher priority than set forth in the Commission’s Order at Docket M-
00960890F.0011 (Order entered July 11, 1997) Appendix B, Item H(2). That Order did not
distinguish between the priority of electric supply service offered competitively and that offered

by PECO as a PLR. Accordingly, this section should be amended as follows:

17.4 PAYMENT PROCESSING.
{a) The Company must receive and process all payments for amounts reflected on the Company's bill.

{(b) If a customer remits a partiat payment to the Company, that payment will be posted to the customer's
account in the following order:

b Outstanding balance before Direct Access or the installment amount for a payment agreement on.this balance.

2. Balance due or the installment amount for a payment agreement for CTCs and Fixed and Variable
Distribution Service Charges —and-Ensrgy and. Capacih—Charges{(whenthe Customerreceives Default PLR
Senvicel.
3. Current CTCs and Fixed and Variable Distribution Service Charges —and-Ensrgy—and-Capacity -Charges-—{if
ccO.E - ding_Dek BLE_Sendicey.
4. Balance due for prior charges for Competitive Energy Supply (if PECO Energy ie-an-EGS-s-billing-agent bills

for an EGS) or Energy and Capacity Charges (if PECO Energy is providing default PLR Service).

8. Current charges for Competitive Energy Supply (if PECO Energy is-an-EGSs-billing- agent bills for an EGS)
or Energy and Capacity Charges (if PECO Energy is providing default PLR Service).

6. Non-basic service charges.
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Rule 17.5 Finance Charge and Collection Costs (Original Page 22)

PECO incorrectly attempts to relinquish all responsibility for collection of EGS charges,
contrary to the requirements of the Competition Act. PECQO’s attempt to avoid this core
customer service function is completely inconsistent with its assertions in other contexts that the
EDC should retain exclusive authority for all billing and collection activities (see PECQO’s
comments in Docket M-00960890F.0011). Since PECO’s Distribution rates still include the cost
of uncollectibles, PECO should be required to pay an EGS’ charges immediately upon receipt of
the bill from the EGS, and should assess all late fees in a non-discriminatory manner. See
comment to Rule 18.2. This Rule should therefore be amended as follows to make it consistent

with the revisions to 17.2 and 18.2:

Rule 17.5 FINANCE CHARGE AND COLLECTION COSTS. If payment is made at a Company office or authorized
payment agency after the:due date shown on the bill, a finance charge will be added to the unpaid balance until the entire bill is
paid. If payment is made by mail, the finance charge will be added if the payment is received by the Company more than five days
after the due date shown on the bill. For Rates R, RT, R-H, R-S, OP, POL and GS this finance charge will be 1-1/4% per month; for
all other rates the finance charge will be 2% per month. [f the Company files suit to collect a delinquent balance on an account
{whether active or inactive} or to ensure payment of current bills, the customer will be required to pay the Company's out of pocket
court costs {including filing, service, and witness fees) as ordered by the court and such costs will be added to commercial and
industrial accounts. The Company wilknet shall also assess, aer and seek colleclion of, late payment charges on an EGS's

charges in a non-discriminatory fashion as this is the-respansibility of the EGS.
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Rule 17.6 Budget Billing (Original page 32)

The language suggested by PECO appears to give customers complete control over
whether they adopt the “budget billing” payment option even when they are availing themselves
of competitive supply from an EGS. The EGS obviously should have the right to decline to have
its charges included in the budget billing process if it so chooses (the customer can always shop

for an EGS that does allow its charges to be included in budget billing.)

17.6 BUDGET BILLING.,

(a) At the option of a customer receiving residential service under Rates R, RT, R-H, R-S, OP, POL and GS, an estimated total bill
for all service 1o be received by the customer over a twelve-month period may be budgeted over the petiod and.an average bill rendered
monthly for payment each month and such monthly budget bill will not be subject to finance charges. Any difference between the
budgeted amounts so paid and the actual charges for a twelve-month budget period will be adjusted in the twelfth month, 1fa monthiy
budget bill is not paid, the customer will be notified with the next monthly budget bill that budget billing will be terminaled unless
payment of the past due budget bill is made on or before the due date of the current budget bill. 1f budget billing is terminated, a finance
charge of 1-1/4% per month will be added to the unpaid balance of actual charges on the next billing date in accordance with Rule 17.3.
The Company may also arrange budget billing for creditworthy commercial and industrial customers.

(b) An EGS’s charges will be included in the customer’s Budget Billing Plan if the customer’s EGS has appoeinted-the- Company as
its-billing-agent agreed to include its charpes in the Plan.
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® ®
Rule 18.2 Payment Terms (Original Page 22)

This proposed Rule would allow PECO to shirk its responsibility as relates to collecting
for an EGS from delinquent customers. In reality, PECO should be required to remit all charges
to EGSs within a reasonable period of time from the billing date in view of the fact that PECO is
already recovering any uncollectible amount through its distribution rate, since it has not been
required to unbundle uncollectibles. PECO should thus be regarded as receiving payment for
those services under § 2807(c)(3). This would obligate PECO to make payment to the EGS on
the average date when payment is received by PECO. Since the due date for payment of the bill
may be no less than 20 days from the date of transmittal (52 Pa. Code § 56.21), it is reasonable to

require payment within 15 days of billing, until evidence of the average payment date is received

from PECO. Accordingly, this section should be amended to read:

18.2 PAYMENT TERMS. The Company will negotiate payment arrangements on the portion of the past due
amount attributable to ite charges for: (1) service, (2) CTCs, and (3) Energy and Capacity, whgther provided by the Company or by

The Company will pay to each EGS any amount billed for the EGS within 15 days of the issuance of
the hill. The Company shall assess late charges for the EGS's charges or for collection from customers who are delinquent on their
obligations 1o their EGS and may retain such charges in a non-discriminatory manner.
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Rule 22. Direct Access Phase-In Procedures (Original Page 24)

This rule requires certain changes to be consistent with the Commission’s Order on
Reconsideration at 21-23. This Rule has been changed to include among the industrial users
eligible for pro rata phase-in under the Commission’s Reconsideration Order those industrial
customers who take service under the GS rate. The change to Rule 22.2 is necessary because the
implication of PECO’s proposal is that only PECO’s enrollment cards may be used to enroll
either directly or through the EGS. The Reconsideration Order makes it clear that there is not
only one type of enrollment form that can be used. Rule 22.3 is misleading in telling only one
side of the story about the effect of enrollment. Changes to Rule 22.6 reflect the Commission’s
Reconsideration Order that certain steps be taken on or before July 15, 1998, not “as soon
thereafter as is reasonably possible” as proposed by PECO. Rule 22.7 has been amended to
include the Commission’s requirements for the confirmation letter. The Rule should read as

follows:
22, DIRECT ACCESS PHASE-IN PROCEDURES

22.1 PECO Energy will mail enrollment cards and information packets to all customers during the week of April 6-13,
1998,

22.2 To volunteer for enrollment, on or after April 27, 1998 customers shall either return enroliments cards to PECO
Energy sither directly or enrall through an EGS.

22.3 The AnEGS- return of an enrollment card for by a customer to PECO Energy directly does not constitute the
selection of PECO Energy by that customer, nor does enroliment through an EGS deesret constitute selection of that EGS by that
customer.

22.4 The first 33% of the peak load of each customer rate class to enroll, except for HT, PD and EP and industrial GS,
shall be included, along with customers participating in-the Pilot, in the first Phase-In group.

22.5 When the 33% peak load threshold is reached in any customer rate class, except HY, PD and EP and industrial GS,
PECO Energy shall send a notification letter to all such velintesrs enrollees advising them of their inclusion in the January 1, 1999
group.

22.6 As soon as reasonably practicable after July 1, 1998, PECO Energy shall calculate the peak load of each customer
rate class that had, as of July 1, 1998, volunteered to enroll.

i. Ifasof July 1, 1998, less than 66% of the peak load of any customer rate class had volunteered to enrofl,
then on July 15, 1988, or as soon thereafter as is reasonably possible, PECO Energy will send a notification letter to all volunteers in
such rate class that they will be enrolled in the January 2, 1999 Phase-In group.

ii.  Enrollment will continue for each such under-subscribed rate class on a “first-come, first-served” basis until

such time as the 66% peak load threshold is met. PECO Energy will send out notification letters to enrolled volunteers not less
frequently than every two weeks.
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iii.  If greater than 66% of the peak load of any rate class, except HT, PD and EP and industrial GS, has, as of
July 1, 1998, volunteered to enroll, PECO Energy shall have an independent party conduct a lottery io select which customers from
any such oversubscribed class shall participate in Phase-In as of January 2, 1999.

iv.  If greater than 66% of the peak load of the HT, PD or EP and industrial GS rate classes has, as of July 1,
1998, volunteered to enroll, PECO Energy shall not conduct a lottery, but shall allow all volunteers from each such oversubscribed
rate class to participate on January 2, 1999 on a pro rata partial load basis as calculated by PECO Energy on or before July 15,
1998, atong with customers participating in the Pilot on a full load basis.

v. By a letter sent on July 15, 1988, or as soon thereafter as is reasonably possible, PECO Energy shall notify
all customers in all such oversubscribed classes of their status regarding participation in Phase-In.

22.7 After receiving 2 letter from PECO Energy advising them of their inclusion in Phase-In, participants shall notify the
Company in writing, either directiy or through an EGS, of their EGS selection. Within fifteen days after receipt of the participant's
EGS choice, PECO Energy shall send the participant and the participant's designated EGS a letter confirming the participant's EGS
selection. A confirmation letter shall indicate the date that the new supplier service will become effective and when the participating
customer will receive the first bill.

22.3 To receive Competitive Energy Supply by the first billing cycle on or following January 1, or January 2, 1999, a
participant must, by November 1, 1998, notify, or have its chosen EGS notify, the Company in writing of its EGS selection and
complete or have its chosen EGS complete the required paperwork. If the Company is notified and/or the required paperwork is
completed after November 1, 1998, the participant will receive Competitive Energy Supply from their selected EGS as soon
thereafter as is reasonably practicable.

DSB:478871.1 -38-



Rule 23 EGS Switching (Original Pages 24-25)

This Rule should be revised to make the Rule consistent with the letter and intent of the
PUC’s Customer Service Guidelines (M-00960890F.0011). A customer’s ability to take
advantage of direct access should not be delayed by PECO’s meter reading. The PECO
language could also be read to limit the ability of an EGS customer to switch for any reason.
PECO’s tariff should not unreasonably affect the EGS/customer relationship. The revisions to
Rule 23.5 and Rule 23.6 accomplish these goals.

In addition, proposed Rule 23.7 -- which proposes a $6.00 switching fee -- must be
deleted in toto because it violates the Commission’s Opinion and Order on Reconsideration at
17. The Commission clearly stated that switching fees are inappropriate during the early stages
of customer choice as set forth in OCA Statement No. 58S at 10-11. The OCA testimony clearly
provides that a switching fee is inappropriate during the early stages of customer choice. This
should be understood to require that there be a moratorium on switching fees until after January
1, 2001, when statutory phase-in is complete, or at least until July 1, 2000, which is 6 months
after the final phase-in will have taken place under the Commission’s Order. At that time, any
proposed switching fee must be cost justified. This moratorium would completely moot Rule
23.7, which should be inapplicable until that time and would give PECO Energy the opportunity
to review more carefully the OCA recommendation to include such items as PLR service and
customers who are willing to consent to a pro-rated bill without the necessity of physical meter
reading.

The following changes should be made:
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23.5 Switches will be effective on the customer’s next regularly scheduled PECO Energy meter reading date. A customer ot an EGS
authorized to act for the customer, may request a special meter reading. The Company may assess a fee for such a special reading reflecting the
actual additionat costs of the special reading.

23.6 [fand when a customer’s EGS discontinues its supply in the event of bankruptcy, loss of license, or similar occurrence, or if a
customer’s service is cancelled Gusiomer-is-deopped by its EGS for non-payment or other reason or if the Customer elects to do so at the end of &
term, then the customer may select a new EGS. The customer will receive its energy supply from PECQO Energy until the switch becomes
cffective.

L
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Rule 24 Provision of Load Data (Original Page 25)

PECO Energy has failed to provide consumers, and EGSs attempting to serve those
consumers, with the data necessary to implement Direct Access. Moreover, given that PECO
has not developed cost justification for charging a fee for this service, Enron submits that it is
inappropriate at this time to charge any fee. At such a time as PECO is able to demonstrate to
the Commission that a fee is appropriate, Enron would be willing to pay such a fee.

Finally, Enron submits that the Commission intended PECO to provide a list of
“enrolled” customers in Direct Access, in accordance with the earlier process on pilot customer
lists. Not only will this reduce the cost of serving customers, but will ensure that all market
participants, including PECO’s marketing divisions and affiliates, are provided with equal access
to critical market information.

Enron submits the following language additions, deletions, and/or modifications as

replacement for PECO Energy’s compliance filing tariff proposal relating to this issue:

24. PROVISION OF CUSTOMER LOAD DATA

24.1 Al the request of an EGS, and to the extent such infarmation is available or can be preduced, PECO Energy will
provide generic load profile information for customer and rate classes, and/or subclasses in the format requested by the EGS. At
the request of an EGS, PECO Energy shall also provide any models and algorithms it uses to consiruct such information. Subject to
24.2 PECO Energy will not provide any .information which could be identified with any specific customer. PECO Energy may charge

a fee for actual cosis |ncurred to prowde lhe reﬂuested mformahon based on a schedule of such fees on fi !e with and approved by

24.2 At the request of an EGS, and with the authorization of the customer, PECO Energy will provide 12 months of historic
load data in the format requested by the EGS, if available. PECO Energy may charge a fee for actual costs incurred fo provide the
requested information, based on a schedule of such fees on file with and approved by the Commission.

24.3 PECO Enerqy will.provide all EGSs who have complied with the Company's EGS Obligations with an electronic list
of all customers. their addresses and their account numbers, who are enrolled in_Direct Access under Rule 22.4 and/or Rule 22.6.
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Economic Efficiency Rider (Original Page 65)

For the reasons stated in the discussion concerning Rule 4.6, Economic Efficiency Rider

(“EER™) contracts should be available only to new customers who are not eligible for direct

access. Even though the Commission’s Order is quite clear on this point (Order at 119-20), the

proposed EER Rider language makes no such restriction. Accordingly, the following change to

the “Availability” section should be added:

ECONOMIC EFFICIENCY RIDER (EER)

AVAILABILITY. To any High Tension Power (Rate HT) or General Service (Rate GS) customer that satisfies all of the following
eligibility requirements:

1.

2
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The customer must agree to purchase at least 5,000 kW of On-Peak demand during each billing-month.

The customer must provide documentation of a viable, currently available competitive atternative to service
under Rate HT or Rate GS including any applicable riders. The customer must provide a written description of
the competitive alternative and any further information that the Company requires in order to document the cost
and demonstrate the viability of the customer's competitive alternative. The Company shall be the scle judge of
whether the customer is eligible for a rate negotiated pursuant to this rider based upon the information provided
by the customer. The Company may require that the infermation that the customer must provide include: (1} an
engineering study that contains information regarding site suitability, space requirements, equipment lists,
vendor quotes, and a.detailed construction schedule with clearly identified milestones, and (2) a study
containing a minimum five-year life cycle evaluation of the competitive alternative that includes capital,
installation, fuel, operating and maintenance, and any other anticipated costs. The Company need not require
all, or any, of the preceding information.if the customer already has in place a competitive alternative, in which
case the Company will require such written proof of the existence and nature of the alternative as the Company
deems appropriate-and necessary.

The customer must demonstrate, to the satisfaction of the Company, that the customer is financially capable
and willing to implement its viable, currently available competitive akternative.

The customer does not have any of its load gualified for Direct Access pursuant to Rule 22

L&

42-



Employment and Economic Recovery Rider (Original Page 68)

The Employment and Economic Reovery Rider as proposed by the Company proposes
discounts to all portions of its unbundled rates for qualifying customers. The Commission’s
Order makes clear that “it is no longer necessary to provide such ‘competitively priced’ services
pursuant to ‘regulated rates’ approved by the Commission...” (Order at 119). While this
discussion was directed at Rule 4.6 and EER contracts, it applies equally to the discounts

available under this Rider as well. Accordingly, the following should be added:

EMPLOYMENT AND ECONOMIC RECOVERY RIDER

AVAILAILITY/APPLICABILITY. This rider is available to customers taking service under Rate HT or PD, and to those
customers taking service under Rate GS at Service Locations in an Enterprise Development Area as defined in Title 16, Chapter
23 of the Pennsylvania Code, for service provided to Qualifying Service Locations, as defined below. The Company will not
begin to apply the rider until at least 30 days after the customer provides to the Company written notice of its desire to be
placed on the rider.

L QUALIFYING SERVICE LOCATIONS.
A. QUALIFYING EXISTING SERVICE LOCATION. A Service location will be considered a Qualifying Existing
Service Location if the customer can satisfy all of the following conditions:

1. The customer files with the Company, before the effective date of the rider for the Service Location, a
Manufacturing Sales Tax Exemption Certificate, as defined below, for the Service Location. This condition is
waived for Stevedoring Operations located within a Port Enterprise Development Area as defined in Title 16,
Chapter 23 of the Pennsylvania Code.

2. The customer files with the Company copies of the Base Period Employment Reports as defined below, for the
Service Location.

3. The customer does not have an unpaid balance that includes a finance charge for service previously provided
to the Service Location before the effective date of the rider for the Service Location.

4, The arithmetic mean of the sum of the number of employees as determined from the Current Employment
Report
and the total Investment Units on record, as defined below, must be greater than the Base Period Employees,
as defined below, by at least six (6).

B. QUALIFYING NEW SERVICE LOCATION. A Service Location will be considered a Qualifying New Service
Location if the customer can satisfy all of the following conditions:

{. The customer files with the Company before the effective date of the rider for the Service Location a
Manufacturing Sales Tax Exemption Certificate, as defined below, for the Service Location. This condition is
waived for Stevedoring Operations located within a Port Enterprise Development Area as defined in Title 16,
Chapter 23 of the Pennsylvania Code.

2. The customer does not have an unpaid balance that includes a finance charge for service provided to the Service
Location bhefore the effective date of the rider for the Service Location.

3. The Company has not previously provided service to the Service Location, or the service previously
provided by the Company to the Service Location was not used for substantially the same type of operation or that
was terminated at least twelve (12} months before the customer's contractually specified effective date for service
under this rider. This condition is waived for existing service locations where an entity has assumed operation of
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a service location from a customer which has ceased operations as a result of dissolution, so long as the formation
of the entity did not occur as a result of merger, joint venture, zcquisition and/or any other variation of combined
business structures with the former custonter at the service location.

C. LIMITATION ON EXISTING AND NEW SERVICE LOCATIONS. No existing or new service |ocation may qualify for energy and

capacity discounts pursuant to this Rider if all or a_portion of the load of the service location may avail itself of direct access
pursuant to Rule 22,
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Energy Services Rider (Original Page 72)

The Opinion and Order at 132-34 make clear that customers desiring to return to the EDC for
generation service shall be treated exactly the same as any new applicant for service so long as the rate caps
are in effect, as required by 66 Pa. C.S. § 2807(e). PECO’s proposal, which would allow it to sell such service
at a “market-based” retail generation service price that is not subject to any PUC regulation, violates the
Commission’s directive in this regard and must be deleted. In addition, and as discussed in Part 11, supra, the

Rider should be amended to incorporate the various rate schedules. The Rider should be amended as follows:

ENERGY SERVICES RIDER

AVAILABILITY/APPLICABILITY, Toanycustomersenedunder any Base-Rate. Customers that are not vet eligible for Competitive Energy
Supply pursuant to Rule 22 of this Tariff, or are eligible but have never chosen to obtain Competitive Energy Supply, or that retum to PECO Energy
Default PLR Service after having obtained Competitive Eneray Supply.

NATURE OF SERVICE. Defauilt PLR Service.

RATES FOR ENERGY AND CAPACITYAERM-GESERVICL,

[The Energy and Capacity Charges from the various Rate Schedules should be incorporated here]

TRANSMISSION SERVICE. Unless-a-customeris-able 1o obiain-transmissicn-sendice-or-its-own, PECO Energy will procure transmission
service from PJM, and from outside PJM as necessary, to enable the supply of Energy and Capacity to a customer served under this rider, and will
impose charges on customers for such transmission service as such charges are approved by the Federal Eneray Regulatory Commission.

PAYMENT TERMS. Standard.

STATE TAX ADJUSTMENT CLAUSE, NUCLEAR DECOMMISSIONING COST ADJUSTMENT, AND UNIVERSAL SERVICE
FUND CHARGE APPLY TO THIS RATE.

*Except-asprovided-underthe-CAR Rals,
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Code of Conduct (Original Page 90)

As explained above, PECO’s proposed Interim Code of Conduct is seriously deficient. A proper Code

of Conduct, as discussed in Part II, supra, as follows:

The Company and its divisional and/or affiliated EGSs ("PECO Supplier") shall comply with the following Interim Code of Conduct:

Ta.

7b.

8

The Company, in its role as the Electric Distribution Company ("PECO EDC™), shall not give a PECO Supplier preferenca-ovar-a-nen-affiliate-in-processinga
raquest, or the customer of a PECO Supplier, preference in either the provision of any goods or services, or in supplier or customer contacts that PECC EDC
is required to prowde for Direct Access insluding—forexampls;. The prohibition against preferences shall include, but not be limited to, the processing of requests
for generation service, requests for information, complaint pracessing and responses {0 service interruptions. PECO EDC shall also provide comparable rates,
terms and conditions to all suppliers for all requested services.

PECQ EDC shall supply services and apply the rules and other provisions of its Tariffs lo non-affiliates in the same manner it applies them to a PECO Supplier.

PECO EDC shall not sell non-power goods or services o a PECO supplier at a price below the cost or market price, whichever is higher, for said goods or
services. PECO EDC will not purchase non-power goods or services from a PECO Supplier at a price above the market price for said goods or services. In no
case shall any goods or services, including power, seld to or purchased from a PECO Supplier by PECO EDC, be transacted in a manner which results in a cross-
subsidy in favor of PECO EDC or PECQ Suppliers. All proposed transactions between PECO EDC and PECCQ suppliers shali be subject to Commission review
{o assure that the transactions are compelitively neutral. All qoods or services involving the competitive generation industry shall be made available to non-
affilialed Suppliers at camparable terms and conditions as those offered to PECO Suppliers.

PECO EDC shall simuitaneously make available to all EGSs any market information—net-in-the-public-domain, that it provides to a PECO Supplier. Regarding
the provision of information, PECO EDC will treat all competitive suppliers in 8 comparable, non-discriminatory manner as it treats PECO Suppliers and will
provide inforrmation to all Suppliers on similar terms, conditions and using similar modes of access.

Employees of PECO EDC who have respensibility for operating the distribution system or performing the PLR role, such as receiving requests for power,
purchasing power, scheduling delivery, or billing and metering, or have management responsibility over such employees, shall not be shared with a PECO
Supplier, and their offices shall be physically separated from lhe offce(s) used by those workmg for the PECO Suppluer Such emproyees of PECO EDC may
tranefer shall not be transferred to PECQO Suppliers provid R H A M 0 6t under any

circumstances. Any PECO Supplier shall have its own direct Ime management Any shared facjlmes shall be Eully and transparently allocated between the PECO

EDC function and the PECO Supplier function. PECO EDC accounts and records shall be maintained such that the costs a PECO supplier incurs may be clearly
identified.

PECO EDC shall not condition or tie the provision of any PaPUC jurisdictional regulated services on the purchase of power from a PECO Supplier. PECO EDC shail
not condition or tie the availability of terms and conditions associated with the purchase of any goods or services on the purchase of power fram a PECO Supplier,

Neither PECO EDC nor a PECO Supplicr may directly or by implication falsely-and-anfaidy represent:

. that the PaPUC jurisdictionai regulated services provided by PECO EDC ase of a superior quality when power is purchased from a PECO Supplier;
or

that the merchant services (for power) are being provided by PECO EDC rather than a PECO Supplier;
. that the power purchased from an EGS that is not a PECO Supplier may not be reliably delivered,
. that power must be purchased from a PECO Supplier to receive PECO EDC PaPUC jurisdictional regulated services.

PECO EDC shall not icintly market or jointly package its PaPUC jurisdictional reputated services with the services of PECO’s Suppliers unless it offers the same promoticn
of services to non-affiliated Suppliers.

PECO EDC shall establish and file with the Commission a dispute resolution procedure to address complaints alleging violations of these rules.

EGS Rights and Obligations (Original Page 91)

DSB:478871.1 -46-



As noted above PECO’s proposed EGS “Rights and Obligations™ are deficient because they fail to set forth operational

=y

rules to apply to interactions between PECO and EGSs using PECO’s distribution system. They also fail
clearly to delineate Commission and FERC jurisdictional issues. Moreover, because there are no EGS rights
within this language, the term “Rights” has been deleted. Accordingly, the following modifications are

suggested:

EGS OBLIGATIONS

To provide Competitive Energy Supply, EGSs must do the following:

Ommmt#m Demonstrate at least annualm that it has obtamed and possesses a valld I1cense from the Comrmssmn

Service. (a) Indlcate to the Compamr that the EGS wull obtam all transmussnon service necessarv to serve lhe EGS' retatl load d|recuv from PJM, or
{b) Enter into an agreement with the Comipany that complies with applicable FERC Rules and Orders, under which the Company agrees to act as agent
for the EGS with respect to transmission service within the PJM Systern needed to serve the loads of the EGS' customers. The specific rules, rights

nd obhgallons with respect to transmlssmn serwce are qoverned by FERC and in the evenl of a dzscrepancv. those rates, rules and obllq_hons appli

Sign an agreement form, which the Company will also sign, indicating the agreement of both the EGS and the Company to abide by the Company’s
EGS “Rolicies-and-Rrocedures"Supplier Operational Rules,” as set forth.as Annex “A” to this Tariff," and,

(a) Indicate to the Company that the EGS will directly satisfy with PJM the installed capacity obligation associated with their loads. or (b) Enter into
an agreement with the Company setting forth the respective rights and obligations of the Company and the EGS with regard to an EGS' installed
capacny obltgatlon a!tnbutable to the Ioad of the EGS’ customers whuch agreement shall comply wsth appllcable FERC Rules and Orders {No:a.-tf

lnstalled Cag actm

then.i-tus.:aq.uwamem-may-bssummied].
The Company's divisional or affiliated EGSs must also comply with the Code of Conduct contained in this Tariff.
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IIL

TARIFF Electric Pa. P.U.C. NO. 3
PECO Energy Company ANNEX A ORIGINAL PAGE NO. 4

-

Supplier Operational Rules:

AVAILABILITY/APPLICABILITY. This tariff is applicable to EGSs that are responsible for supplying all or a portion of the electric power and energy requirements of
customers connected to the Company and set forth the procedures to be used by the Company and EGSs for load forecasting, load scheduling, and reconciliation of the difference
between load oblipation and the amounts of actual energy use by end users.

EGS CLASSIFICATIONS. Each EGS shall be classified as one ot more of the following:

A. Scheduling EGS: A Scheduling EGS provides a day ahead pre-schedule for its aggregate load and can provide hourly revisions 1o its pre-schedule during the day
of flow according to PIJM rules. The Scheduling EGS may perform the function of Scheduling Coordinator with PIM and the Company for a Non-Scheduling EGS.

B, Non-scheduling EGS: A Non-scheduling EGS does not act as a scheduling coordinator with PJM and the Company and inchudes its energy to meet load with that
of a Scheduling Coordinator.

C. Load Following EGS: A Load Following EGS has the capability to receive and provide the Company with a real time load and power factor signal of end users,
A Load Following EGS may be either a Scheduling EGS or a Non-Scheduling EGS.

EGS COMMUNICATIONS REQUIREMENTS. An EGS shall be equipped with the following communications capabilities:
A. Internet e-mail, including the capability to receive ASCII file attachments;
B. Internet browser capability sufficient to access the Company’s SUCCESS web-site, and for file uploads and downloads to and from the Company,

LOAD FORECASTING. The load forecasting process shall provide an estimate of an EGS’ anticipated aggregate hourly load. The aggregate hourly load forecast shall define
the hourly energy values for EGS’ energy deliveries to the Company.

A, Forecasting Methodology

L Monthly Metered End User Forecasts. The EGS-will provide hourly load forecasts for end users with monthly metering equipment, The weather-sensitive
load curves provided in Section I11.A.3. will provide the basis for preparing the forecasts for the aggregate of an EGS’ monthly metered end users in each
rate class/usage strata, using typical hourly weather forecast data.

2. Hourly Metered End User Forecasi. The EGS shall provide hourly load forecasts for its end users with hourly or subhourly metering equipment, meaning
metering equipment that supplies hourly ot half-hourly readings of kW and power factor via remote communications, and not metering equipment from
which hourly or half-hourly demand readings may be obtained through on-site querying of the metering equipment,

3. Typical Load Curve Data. The Company will make available to EGSs the typical load curves (including weather sensitivity) that will be used for the daily
forecasting process unless a superior technique is developed. This information will be available on an ongoing basis for EGS download from the
SUCCESS web-site and will permit an EGS to develop forecasts for any future period using the same methodology as the Company will use.

B. Daily Forecasting Process
1. Business Days and Scheduling Window - The daily forecasting process shall be performed on each business day. A business day is a weekday excepting
holidays. The daily forecasting process shall be performed on each business day for a scheduling window consisting of all following days through the

next business day.

A Monday through Thursday (except holidays) for a scheduling window that covers the following day (midnight to midnight). If the following
day is a holiday, then the scheduling window shall include the holiday and be extended te include the first business day following the holiday.

b. Friday for a scheduling window consisting of the following Saturday, Sunday, and Monday. 1f the Monday is a holiday, then the scheduling
window shall include the holiday and extend through the first business day following the holiday,

2. Process Description - The following process shall be followed on each business day:
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TARIFF Electric Pa. P.U.C. NO. 3
PECO Energy Company ANNEX A ORIGINAL PAGE NO. 4

a. Step | - The EGS will calculate the scheduling load forecast for each monthly metered rate class and strata by multiplying the weather-adjusted
toad curve for the appropriate day type by the number of the EGS' end users (including end users of any non-scheduling EGSs that have
designated the scheduling EGS as their Scheduling Coordinator) in that rate class and strata and adjusting the hourly valucs upward by an
amount necessary to cover line losses based on standard line loss percentages for the customer class to which each end user belongs. The EGS
will post these load forecast values on the SUCCESS web-site by 10:00 a.m. of cach scheduling day.

b. Optional Step i- At its option, a Scheduling EGS may calculate its scheduling load forecast based on a mutually agreed-10 superior technique
to that described in Step 1 above. Such EGS will post these valves to the SUCCESS web-site by 10:00 a.m. of each scheduling day.

c Step 2 — By 10:00 a.m. of the business day the EGS shall enter via the SUCCESS web site the load forecast covering the scheduling window
for each of EGS hourly metered end user and for each hourly metered end user of any non-scheduling EGS .that have designated the EGS as
their Scheduling EGS Forecast for hourly metered end users should include estimated losses based on Company furnished loss factor for each
rate class.

If an EGS fails to enter 2 load forecast for required by 10:00 a,m., the Company will use the EGS” previously entered values for the most recent
day of the same day type. If no previous values exist for the appropriate similar day, the load forecast for that end user will be set to zero.

d. Step 3 - The Company will accept or reject the EGS load forecast via the SUCCESS web-site by 11:00 a.m, 1f the Company determines that
a forecast is going to be rejected and conditions permil, then the Company will attempt to contact the EGS to explain the reason for rejection
and resolve forecast problems. If the reason for refecting the EGS load forecast values or changes cannot be resolved by 12:00 noon, the
scheduling process will continue using the Company forecast values.

C. Real-Time Load Following. To the extent an EGS has installed and paid for the necessary metering and telecommunications equipment for actual load following,
the EGS may follow such end user’s load. To the extent that the EGS” total supply is for such end users, the EGS shall be obligated to foltow such end users’ load
on.a real-time basis. The EGS may become a Load Following EGS when all loads are covered by such metering. For real-time load following, an EGS will have
special obligations with respect to both the Company and PJM that must be dealt with on a case-by-case basis to ensure operational integrity. The EGS and Company
shall work cooperatively to address the technical and operational issues posed by real-time load following as the need arises.

D. Adequacy-of Forecast. The EGS’s forecast for monthly melered end users .will be used for scheduling.and will be adequate for this purpose. EGS remedies for any
claimed deficiency in the Company’s forecast for monthly metered end users shall be:

L Install.or arrange for the Company to install hourly metering equipment at:the end user’s premises at the EGS’ expense in order that the end user can
subsequently be forecast and reconciled as an hourly metered end user.

2 Enter into a joint load study with the Company at the EGS” expense to develop new load curves.
3. Seek relief under the Dispute Resolution provisions of this tarift.
IV. LOAD SCHEDULING. The net load schedule for the EGS shall be equal to the aggregate forecast value for all the monthly metered and hourly metered end users of the EGS
and any non-scheduling EGS that have designated the EGS as their scheduling EGS. In accordance with PJM requirements, which require the scheduling and delivery of power
only in whole MW, the Company will round the aggregate forecast value for each hour to a whole MW value for load scheduling purposes according to the following rules:

1. If the aggregate forecast value for an hour is less than 1.0 MW, the value will be rounded to | MW,

2. If the aggregate forecast value for an hour is greater than 1.0 MW, the value will be rounded downward to the nearest whole MW if the decimal portion
is less than 0.5.

3, If the aggregate forecast value for an hour is greater than 1.0 MW, the value will be rounded upward to the nearest whole MW if the decimal portion is
greater than or equal to 0.5.

A First through the Meter. The EGS will be obligated to supply first through the meter power.

B. Daily Load Scheduling Process. The Company will upload the load schedule for the scheduling window to PiM by 12:00 noon on each business day. Each EGS
is responsible for confirming the load schedule using the P!M Scheduler system.

C. Load Schedule Changes. The EGS may initiate changes to the load schedule using the PIM Scheduler function. It is the responsibility of the EGS to make any
necessary changes and notify the Company via telephone that changes have been made and the reason for the changes. The Company will review and, if the reason
for the changes are determined by the Company to be operationally vatid, confirm the load schedule changes using the PJM Scheduler function within one hour of
the time that the EGS notifies the Company of the change. [n the absence of confirmation by the Company, the prior load schedule value will remain in effect.
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TARIFF Electric Pa. P.U.C. NO. 3
PECO Energy Company ANNEX A ORIGINAL PAGE NO. 4

Because PIM has imposed a cut-off time for accepting load schedule changes, an EGS is encouraged to initiate any necessary changes and notify the Company well
before the cut-off time to increase the likelihood that the changes will be accepted.

Load Scheduling through & Scheduling EGS. Load schedules will not be submitted to PIM independently for a non-scheduling EGS. The load schedules submitted
to PIM by an EGS serving as a scheduling EGS shall satisfy the load requirements for the EGS and any of its non-scheduling EGSs. Changes to such load schedules
may be initiated only by the EGS serving as the scheduling EGS.

¥. RECONCILIATION.

A.

General. The reconciliation process shall account for differences between the load obligation that was scheduled for an EGS’ end users (including any schedule
changes per Section II. B. above)} and the energy that was actually used by those end users. Calculation of reconciliation values will be performed after-the-fact by
the Company for all EGSs (except non-scheduling EGSs) with end users in the Company service territory. The Company and EGS shall recover their costs for the
reconciliation of energy at the prevailing PJM Wholesale Hourly Market Clearing Price (MCP). PJM will perform caleulations to determine the monetary value of
reconciliation values and will bill for the monetary value through the PJM grid accounting system, Reconciliation is distinguished from energy imbalance service,
a related process that will be managed and accounted for by PJIM. Energy imbalance service results in the development of charges or credits for which EGSs will
be responsible within the PIM grid accounting system dug to the difference between an EGS’ scheduled cnergy obligation and that EGS” scheduled supply. Energy
imbalance service will be provided in real-time and accounted for after-the-fact by PIM for all EGSs (except non-scheduling EGSs).

Daily Reconciliation. Each business day there will be a new date from monthly-metered end users (from the Company’s 21 different billing cycles) and from the
hourly-metered end users, The Company will determine hourly reconcifiation values for that portion of the previous month’s values that has updated data. . This
information will be posted on the SUCCESS web-site to enable the EGS and the Company to track the day-by-day buildup toward the monthly reconciliation billing
that will be performed by PJM. The following calculations will be used to determine the reconciliation amounts:

L. Step 1 - Monthly-metered end users’ actual usage (the billing usage reported by the Company) will be spread over each hour in the usage period based
on each end user’s weather-adjusted hourly usage curve using actual hourly weather data for the usage peried. The monthly-metered end user’s
weather-adjusted usage by hour will be multiplied by the loss factor determined by end user rate class to determine the end user’s gross usage by hour.
Each hourly-metered end user’s hourly usage will be multiplied by a loss factor determined by end user rate class to determine the end user’s gross usage
by hour.

2 Step 2 - The gross hourly usage amount for cach cnd user will be aggregated by an EGS to arrive at a total gross end user usage amount by hour by EGS,
This aggregation will account for usage of non-scheduling EGS’ end users,

3. Step 3 - The hourly reconciliation value for each hour will be caleulated by subtracting the EGS hourly total gross end user usage amount from the hourly
load schedule submitted to PIM by that EGS, including the effect an any confirmed changes to the load schedule entered before the PIM accounting
deadline.

4. Step 4 - The hourly reconciliation values wilk be posted on the SUCCESS web-site.

Monthly Reconciliation. By the third business day after a calendar month becomes fully metered. the Company will compute and post the complete hourly
reconciliation mismatch data the entire month to the SUCCESS web-site. By the third business day after a calendar month becomes fully metered, the Company will
also transfer the monthly reconciliation mismatch data to PIM. PIM will multiply the EGS hourly reconciliation energy amount by the corresponding hourly MCP
to calculate the EGS recenciliation dollar amounts for each hour. PJM will include the EGS reconciliation dollar antounts in.the monthly PIM bills to the EGS.

VI, BILLING. At the request of an EGS, the Company will offer billing services for an EGS's charges pursuant to Rule 17 and pursuant to a written billing agreement
. The agreement shall specify payment terms for the remittance by the Company of customer charges collected on the EGS's behalf, including the requirement
that such charges will be remitted to the EGS no later than fifieen (15) days after receipt of such charges by the Company.

A.

Disputes. |f PECO Energy and an EGS have not succassfully entered into a billing or agreement by ninety (90) days prior to January 1, 1989, the
EGS may request that the PaPUC shall arbitrate the disputed terms of such an agreement, and the Company and the EGS shall request resolution
of the dispute within thirty (30} days of its submission.
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III. CONCLUSION

For the reasons stated above, the Commission is urged to accept Enron’s Objections and make
all the changes and modifications to PECO’s Compliance Tariff set forth herein.

Respectfully submitted,

(g K00

Daniel Clearfield

Gerald Gornish

Alan Kohler

WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP
212 Locust Street, Suite 300

Harrisburg, PA 17101

(717)237-7160

Attorneys for Enron Power Marketing, Inc.

Dated: January 27, 1998
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E-MAIL ADDRESS: DWILLIAM@MWN.COM
January 27, 1998
James J. McNulty, Secretary

Pennsylvania Public Utility Commission

Room B-20, North Office Building
Harrisburg, PA 17120

VIA HAND DELIVERY
Re:

Application of PECO Energy Company for Approval of its Restructuring Plan
Under Section 2806 of the Public Utility Code and Joint Petition for Partial
Settlement; Docket No. R-00973953

Dear Mr. McNulty:

Enclosed for filing with the Commission are the original and nine (9) copies of the
Comments of the Philadelphia Area Industrial Energy Users Group to the Compliance Filing of
PECO Energy Company in the above-referenced proceeding.

As evidenced by the attached Certificate of Service, all known parties to this proceeding
have been duly served. Please date stamp the extra copy of this transmittal letter and kindly
return for our filing purposes.

Very truly yours,

McNEES, WALLACE & NURICK ~

o it P lithoe

Derrick P. Williamson

Counsel to the Philadelphia Area
Industrial Energy Users Group
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c Cheryl Walker Davis, Office of Special Assistants (via hand delivery)
Robert Bennett, Bureau of Fixed Utility Services (via hand delivery)
Chairman John M. Quain (via hand delivery)

Vice Chairman Robert K. Bloom (via hand delivery)
Commissioner John Hanger (via hand delivery)
Commissioner David W. Rolka (via hand delivery)
Commissioner Nora Mead Brownell (via hand delivery)
Certificate of Service )
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I. INTRODUCTION

By Opinion and Order entered in this proceeding January 16, 1998, the Pennsylvania Public
Utility Commission (*PUC” or “Commission”} ordered that PECO Energy Company ("PECO” or
“the Company") make its tariff compliance filing (together with necessary data and analyses) on or
before January 20, 1998. Opinion and Order on Reconsideration (“Reconsideration Order”), pp. 26-
27, Ordering Y 3. Pursuant to this directive, PECO made its compliance filing with the Commission
and served that filing on the participants to the restructuring proceeding.

By way of its Reconsideration Order, the Commission also directed that comments in
response to PECO’s compliance filing are due to the Commission on or before January 27, 1998.
Reconsideration Order, p. 27, Ordering 4 4.

Consistent with that directive, the Philadelphia Area Industrial Energy Users Group
(“PAIEUG™), an active participant in this proceeding, provides these comments in response to
PECO’s compliance filing.! As the Commission is well aware, PAIEUG members consume
enormous quantities of electricity pursuant to tariffs, rules, and riders provided by PECO Energy
Company. In fact, PAIEUG members purchase electricity from PECO through contracts pursuant
to PECQO’s Ru_le 4.6, Economic Efficiency Rider (“EER”), Incremental Process Rider (“IPR"), and
Large Interruptible Load Rider (“LILR"), as well as under various other rate and rider offerings.
Accordingly, it is of critical importance to PAIEUG members (as well as the greater economy of the

Philadelphia area) that PECO’s compliance filing reflect an unbundling of the currently applied

'Current members of PAIEUG are listed on the cover page of these comments.
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charges in a manner that ensures that the anti-cost shifting and rate cap provisions of the Competition
Act (66 Pa. C:S. §§ 2801 et seq.) are properly applied.

PECO, however, through its compliance filing, has failed to reflect an unbundling of the
EER, LILR, IPR, and Rule 4.6 service offerings in a manner that is consistent with the rate cap and
anti-cost shifting provisions of the Act and the Commission’s Order. Therefore, PAIEUG files these
responsive comments and respectfully requests that the Commission order PECO to correct and
refile those aspects of its Compliance Tariff to ensure consistency with the Competition Act and the
Commission’s Order. PAIEUG also requests that the PUC order PECO to modify its compliance

filing to reflect the proper rate of return for calculating the CTC.



II. COMMENTS

A. PECQ’s Compliance Filing Must Be Corrected To Ensure Compliance With
The Rate Cap And Anti-Cost Shifting Provisions Of The Competition Act.

Section 2804(4)(i)(A) provides that any customer purchasing generation from the utility shall
maintain total charges that are capped as of January 1, 1997, for a period of 54 months. Likewise,
Section 2804(4)(i}(B) provides that for any customer purchasing generation from a supplier other
than the electric distribution utility, the charges for any non-generation services shall not exceed the
level of those charges as of January 1, 1997. Likewise, the generation component of the utility’s
charges to any customer purchasing generation from the utility (inclusive of the competitive
transition charge or intangible transition charge) shall not exceed the generation charge to the
customer as of January 1, 1997, for a period of nine years or until the utility is no longer recovering
stranded costs (whichever is shorter). 66 Pa. C.S. § 2804(4)(ii). In short, a customer’s total charges
and a customer’s charge for generation are capped for an extended period, to the extent that the
customer continues to receive generation service from the utility; all other non-generation charges
are to be capped, in the event that the customer received generation service from an entity other than
the utility.

The Act also sets forth that restructuring must not unreasonably discriminate against one
customer clas's to the benefit of another; i.e., there must be no cost shifting among customers or
customer classes. 66 Pa. C.S. § 2804(7). Indeed, the Competition Act specifically recognizes that

in allocating the CTC and unbundling all component charges, the allocation must occur in a manner



that does not shift inter-class or intra-class costs. 66 Pa. C.S. § 2808(a); see also Reconsideration

Order, p. 25.

Despi?e this clear legislative directive to ensure that restructuring and unbundling of rates
does not result in an increase to the unbundled charges of any customer and a shift of costs from one
customer or customer class to another customer or customer class, PECO’s compliance filing fails
to ensure compliance with the rate cap and anti-cost shifting provisions of the Act.

1. Customers with EER, IPR, and Rule 4.6 Cou&acts Expiring Prior to the
Conclusion of the Transition Period Must Be Assured That Their
Charges Remain Capped Consistent with the Competition Act.

In its compliance filing, PECO states in its Rule 4.6 that a customer is entitled to the rates
contained in its contract only for the duration of the term of the contract, even if the term of the
contract expires before the end of the transition period. Similarly, PECO’s Rule 4.6 provides that

if the customer accesses competitive supplies, the customer will pay the unbundled distribution

charges and CTC associated with its contract for the duration of the term of the contract, not for the

entire duration of the transition period. PECO’s filing also limits application of the rate cap for EER

customers to the term of the contract or the duration of the transition period, whichever is shorter.

PECO places identical limitations on its IPR customer contracts and their associated unbundling.
PECO’s filing in this respect clearly violates the rate cap provision of the Competition Act.

As detailed above, the Competition Act requires that a customer’s generation rates be capped
for nine years or the duration of the transition period, whichever is shorter, to the extent that the

customer continues to receive its generation service from PECO Energy Company. That generation
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component also includes, for customers continuing to receive generation service from PECO, the
customer’s CTC (again, a customer’s CTC responsibility must be consistent with the current cost
responsibility that the customer has in rates today, such that no intra-class or inter-class cost shifting
will be effected in allocating that CTC). The Act also requires that a customer’s total charges be
capped at leve!s in effect on January 1, 1997.

PECO’s proclamation that a customer is entitled to the rates contained in its contract only

for the term of the contract, even if the term of the contract expires before the end of the transition

period, clearly defies the Act. The Act provides unequivocally that the generation rate cap is to be
applied for nine years or the duration of the transition period, whichever is shorter. Should a
customer’s contract expire before the end of the transition period or before the end of nine years, the
generation charge (including the CTC) inherent in that contract must be extended. PECO’s
compliance filing fails to reflect this statutory requirement.

The Commission must order that PECO correct this flaw in its proposed language for Rule
4.6 and its EER and [PR. If a Rule 4.6, EER, or IPR customer remains on PECO’s system, the
customer’s total charges must remain capped consistent with the statute, and the customer’s

generation charge (in effect as of January 1, 1997), including the customer’s CTC, must be capped

for nine years or the duration of the transition period, regardiess of when the contract would have
otherwise expired for that customer. In other words, PECO must revise its Rule 4.6, EER, and IPR
language to state: a customer is entitled to the rates contained in its contract for the duration of the

term of the contract or for the duration of the transition period, whichever is longer.
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In addition, PECO’s attempt to limit the period during which EER, Rule 4.6, and IPR
customers pay capped unbundled distribution charges and CTCs must be rejected. As noted above,
PECO’s compliance filing proposes that EER, Rule 4.6, and IPR customers that shop will pay

unbundled distribution charges and CTCs based on their contracts only for the duration of the

contracts. Thus, if the contract expires prior to the end of the distribution rate cap period or the
transition period, PECO could increase the customer’s unbundled distribution charge and CTC. This
is clearly at odds with the intent and requirements of the Act, which provide that for a customer that
shops, the customer’s distribution charge is to be capped at the level inherent as of January 1, 1997.
Therefore, even if an EER, Rule 4.6, or IPR customer’s contract expires prior to the end of the
distribution rate cap period, PECO is required by statute to charge that customer (who shops) the
distribution charge inherent in that contract for the duration of the cap period.

Similarly, the CTC applicable to the EER, Rule 4.6, or IPR customer that shops must reflect
the customer’s CTC responsibility as inherent in its contract rate as of January 1, 1997, consistent
with the Act.

Accordingly, PECO must revise the applicable language in Rule 4.6 and its EER and IPR to
state: if the customer obtains competitive energy supply, the customer will pay the unbundled
distribution charges and CTCs as designed in accordance with the . . . unbu;xdling section above,
until their contract expires or until the transition period ends, whichever is longer.

Absent language in PECO’s compliance filing reflecting the statutory requirements, PECO’s

filing is violative of the Act. If PECO were entitled to maintain the tariff language it has proposed,

-6-



it could effectuate a cost shift in violation of both the statute and the Commission’s Order. In
addition, the language as proposed would create uncertainty for customers and would undoubtedly
force litigation. Most importantly, the statutory rate cap does not differentiate between customer
classes and special contract customers; therefore, the cap must be maintained for Rule 4.6, EER, and
[PR customers. The current language reflected in PECO’s compliance filing does not reflect this
requirement.
2. The Company’s Proposal to Use 1998 Demand and Energy Data to
Calculate Application of the EER Discount for Unbundling the EER
May Violate the Rate Cap.

PECO has proposed in its compliance filing that for EER contracts that do not address the
right to direct access and that contain discount factors applicable to the capacity charge and first two
energy blocks of the bundled Rate HT (or to some subset of those three charges), PECO will design
new discount factors to apply to applicable components of the unbundled Rate HT or GS charges.
PECO states that to design these new factors for application in the unbundling process, PECO will
calculate a new discount percentage using the customer’s previously negotiated percentage discount
and calendar year 1998 demand and energy usage data.

As detailed above, the statute provides that charges for each customer are to be capped. It
appears, therefore, that PECO’s proposal to utilize 1998 demand and energy usage data for purposes
of calculating EER discounts that are to apply to the EER customers’ unbundled component charges

may violate the rate cap. PECO must be required to ensure that its calculation and application of the

discount to apply to the unbundled components of the EER rate does not violate the rate cap; i.e.,
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neither the unbundled component charges (generation and non-generation) nor the total charge levied
against the EER customer may exceed the level of charges applicable and effective on January 1,
1997. Given that PECO’s proposal to use 1998 demand and energy usage data is not accompanied
by any such assurance, the Commission must direct PECO to either revise its compliance tariff or
amend it to ensure rate cap compliance in unbundling.

3. PECO Must Ensure That Its Unbundling of LILR is Rate Cap
Compliant.

PECO has made a proposal setting forth the terms by which it will effect unbundling of its
LILR service offering. It is not evident, however, from a review of PECO’s LILR tariff, that
PECO’s unbundling proposal is rate cap compliant. This is particularly so given the addition of the
nuclear decommissioning cost adjustment that is applied by PECO to LILR. Therefore, PECO must
be required to amend the LIL.R tariff language to reflect that PECO’s unbundling of LILR will not
produce charges to the LILR customer that are greater than those in effect as of January 1, 1997 (on
a total and unbundled component charge basis).

B. PECO’s Filing Must Be Revised To Reflect A Debt-Only Rate Of Return Of
7.47%.

As the Commission indicated in its Reconsideration Order, the CTC is to be calculated by
PECO using a 7.47% rate of return, which is PECO’s debt-only rate of return. Reconsideration
Order, p. 25.

As part of its compliance filing, PECO provided a packet entitled “Stranded Investment

Recovery Schedule/Calculations.” Within that packet, PECO provides a schedule entitled
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“Calculation of Revenue Requirement on 7.47% Weighted Average Cost of Capital.” Within that
schedule, PECO alleged!y reflects the 7.47% rate of return ordered by the Commission in calculating
the CTC. However, PECO has improperly manipulated the 7.47% return, by grossing up the
preferred and common categories for income tax, thereby grossing up the applicable rate of return
to be utilized to 10.31%.

PECO’s gross-up of the cost of capital to 10.31% for purposes of calculating the CTC is
clearly contrary to the Commission’s Reconsideration Order, which establishes that a 7.47% rate of
return is to be utilized. PECO must recalculate the CTC revenue requirement based on the 7.47%
cost of capital ordered by the Commission and recalculate the applicable CTCs, inclusive of all

revenue requirements. Absent that recalculation, PECO’s compliance filing must be rejected.



II1. CONCLUSION

WHEREFORE, the Philadelphia Area Industrial Energy Users Group respectfully requests

that the Commission order PECO to revise or amend its compliance filing as follows:

M

@

3)

“)

)

Revise language regarding EER, Rule 4.6, and IPR contracts to acknowledge that even if
those contracts expire prior to conclusion of the transition period, the total charges for those
customers will remain capped for the duration of the transition period {or otherwise
consistent with the Competition Act);

Revise the filing to reflect that if EER, Rule 4.6, and IPR customers choose an alternative
supplier, their unbundled distribution charge and their CTC obligation will remain capped
for the duration of the transition period (or otherwise consistent with the Competition Act);

Revise the filing to ensure that the EER discount is applied in such a manner that the
applicable unbundled charges are no greater than those in effect for EER customers as of

January 1, 1997;

Revise the filing to reflect that unbundling of LILR will not produce unbundled components
or total charges that exceed those in effect for LILR customers as of January 1, 1997; and,

Require PECO to recalculate the CTC revenue requirements and CTCs based on a 7.47%
cost of capital, without any gross-up to the preferred and common categories.

Respectfully submitted,

McNEES, WALLACE & NURICK

1y 1 ltlinter

David M 'Klepplnger
Demck P. Williamson

100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166
(717)237-5214

Counsel to the Philadelphia Area
Industrial Energy Users Group

Dated: January 27, 1998
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RTIFICATE OF SERVICE

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

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

(relating to service by a participant).

VIA FIRST CLASS MAIL:

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

Karen Qill Moury, Esq.

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

Daniel Clearfield, Esq.
Alan C. Kohler, Esq.

Wolf, Block, Schorr and Solis-Cohen

Locust Court Building, Suite 300
212 Locust Street
Harrisburg, PA 17101

Kenneth L. Mickens, Esq.
Office of Trial Staff

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

Harrisburg, PA 17105-3265

Attorney of Record
Environmental Energy Project
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Dated this 27" day of January, 1998, in Harrisburg, Pennsylvania.
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OFFICE OF SMALL BUSINESS ADVOCATE

Suite 1102. Commerce Building

&
300 North Second Street
Harrisburg, Pennsylvania 17101
Bernard A. Ryan, Jr. January 27, 1998 (717) 783-2525
Small Business Advocate ‘
HAND DELIVERED

(717) 783-2831 (FAX)

James J. McNulty, Prothonotary
Office of the Prothonotary

-5
o] o
[==) w L3
Pa. Public Utility Commission = E
North Office Building Sa T
P. 0. Box 3265 oF ™ e
Harrisburg, PA 17105 o e
b -0 .
L (=7
- - Y
Re: 2Application of PECO Energy it o 17t
For Approval Of Its Restructuring Plan Under on} - il
Section 2806 the Public Utility Code p 2
Docket No. R-00973953 )
=
Dear Mr. McNulty:

Enclosed for filing are the original and three (3] copies of the Comments
to the PECo Compliance filing on behalf of the Office of Small Business Advocate
in the above-docketed proceeding. A computer diskette
format) is also enclosed.

(in WordPerfect 6.1

As evidenced by the enclosed certificate of service,
on all active parties in this case.

a copy has been served
If you have any guestions,
hesitate to contact me.

please do not

Sincerely,

Bernard A. Ryan, Jr.

Small Business Advocate
Enclosures

cC:

John J. Quain, Chairman

Robert K. Bloom, Vice-Chairman

!
John Hanger, Commissioner i
David W. Rolka, Commissioner
Nora Mead Brownell, Commissiocner
Cheryl Walker Davis, OSA

Donald Muth, FUS
Hon. Marlane R. Chestnut

Hon. Charles E. Rainey, Jr.
Parties of Record

Mr. Brian Kalcic
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BEFORE THE
PENNSYLVANTIA PUBLIC UTILITY COMMISSION
Applicaticn of PECO Energy
Company For Approval Qf Its
Restructuring Plan Under

: Docket No. R-009735853
Section 2806 Of The :
Public Utility Code

Petition of Enron Energy

: bDocket No. P-00971265
Services Power, Inc. :

.
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OFFICE OF SMALL BUSINESS ADVOCATE oy I

COMMENTS ON COMPLIANCE FILING OF 2 ™
PECO ENERGY COMPANY =

=h =

(,'3

[y}
pursuant to Ordering Paragraph 4 of the Opinion and Order (Restrﬁbturlng
Reconsgideration Order)

‘_;

~1 .m
entered January 16, 1998,

the Office of Small %351ness

Advocate [“OSBA”] files the following comments relative to the compliance filing

made by PECO Energy Company [“PECO"] on January 20, 1998.

I. Revanus Iesues

The OSBA calls the attention of the Public Utility Commission [“Commission”

or “PUC"] to two discrepancies between the Commission’s Opinion and Order entered
on December 23, 1997 approving a restructuring plan for PECO [the “PECO
Restructuring Order”] or the Commission‘’s Opinion and Order

{Restructuring
Reconsideration Order)

entered January 16,

1998 [the

“PECO Reconsideration
Order”]

on the one hand and the compliance filing that PECO submitted to the
Commission on January 20, 1998 on the other hand.

A. Overstatement of Stranded Costs Allowed by Commission
In the PECO Reconéideration Order, the Commission adjusted PECO's total
recoverable stranded costs downward from $5.024 billion to $4.935 killion, a
decrease of $89.0 million. Included in the $4.935 billicon was an estimate of
$460.7 million of stranded costs associated with the reallocation of A&G expense
to generation.

The Commission directed that the precise amount of stranded costs
[
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associated with the A&G expense reallocation be established within PECO’'s
compliance filing.

In place of the Commission’s $460.7 million A&G expense estimate PECO
calculated a total A&G expense adjustment of $583.5 wmillion when it made the
compliance filing, for an increase of $122.8 million above the Commission’s
estimate. Accepting for purposes of argument only that PECO’s higher A&G expense
figure is correct, the total amount of recoverable stranded costs allowed by the
Commission would then become $5.058 billion ($4.935 billion plus $0.123 billion).
Instead of $5.058 billion, however, the rates contained 1in PECO's compliance
filing are designed to recover $5.147 billion of stranded costs {(see PECO's
Stranded Investment Recovery Schedule, page 1 of 9). As a result of that error,
PECO's system-average compliance filing CTC of 50.0277 per kWh is too high
because it would over collect approximately $8%9.0 million of stranded costs on
a net present value basis.

The OSBA estimates that correcting PECO’s compliance filing to eliminate
that $89.0 million overcollection would reduce the system average CTC from

$0.0277 (pexr PECO} to $0.0272 per kWh.

B. Inconsigtent CTC Methodologies

Independent of the above proklem pertaining to the overall level of
stranded costs, the OSBA notes that the methodology used by PECO to determine the
system-average CTC does not appear to comport with that which underlies the
Commission’s own CTC estimate. PECC in the cowmpliance f£iling calculates that a
system-average CTC of $0.0277 per kWh is necessary to recover $5.147 billion in
stranded costs on a present value basis. By contrast, at page 46 of the PECO
Restructuring Order the system-average CTC necessary to recover $5.024 billion

of stranded costs is estimated by the Commission to be only $0.0256 per kWh.



If the methodologies used by PECO and the Commission to determine the
required system-average CTCs in the above instances were identical, the
difference in the two CTC wvalues would be explainable simply by the difference
in the total stranded costs levels under consideration. That 1s not the case
here. PECQO‘s CTC reflects a total stranded cost level of $5.147 billion, or
2.45% greater than the stranded cost recovery initially approved (but later
reduced) by the Commission ($5.147 divided by $5.024 or 1.0245). Assuming the
same_underlying methodology, the system-average CTC should be linear with respect
to the level of recoverable stranded costs. Multiplying the Commission’s CTC of
$0.0256 by 1.0245 results in a CTC estimate of $0.0262 per kWWh to recover $5.147
billion. Since 50.0262 is considerably less than PECO‘s wvalue of 50.0277, the
OSBA concludes that PECO‘s CTC methodology deviates from that which underlies the
Commission’s Order, and produces a system-average CTC that is biased upward.

As the OSBA has not been able to replicate the Commission’s §0.0256 CTC
estimate, it cannot determine the exact number of methodological issues that may
be involved in this incongruity. Nevertheless, it is clear that one reason for
the difference is that PECO has grossed-up the allowed 7.47% return on
unrecovered stranded costs for income taxes to arrive at an effective carrying
charge of 10.31%. The Commission’'s two orders in this case make it abundantly
clear that such an increase in the return component of the CTC is not authorized.

The PECO Restructuring Order specifies (on page 108) that *“... the record
in this proceeding supports adopting PECO’s revised long-term debt rate of 7.47%
to calculate the revenue requirements for the recovery of the CTC over the 8 ¥
year transition period.” The PECO Reconsideration Order subsequently confirmed
that determination, and specified that the compliance filing should include a CTC
that is ... calculated using a 7.47 percent rate of return, inclusive_of all

revenue reguirements ...” PECO Reconsideration Order at p. 25 (emphasis added}.



The $0.0277 per KWH total company CTC called for in PECO’s compliance
filing should be reduced to conform to the 7.47% return authorized in the PECO

Restructuring Order {(as later confirmed by the PECO Reccnsideration Order) .

1. Rate Design Issues

In the Partial Settlement that the Commission rejected when it adopted the
PECO Restructuring Order, the OSBA had bargained for a segmentation of tﬁe GS
class at the 40 KW of demand level for purposes of implementing the phase-in to
competition. That division of the very large GS class was intended to protect
the interests of the smaller volume customers included in PECO’s GS class.
Unfortunately, that GS segmentation proposal was not specifically included (or
even mentioned) in the Commission’s discussion of the phase-in to customer choice
under the approved restructuring plan set forth in the PECO Restructuring Order
{see pages 46 through 49). The PECO compliance filing also does not call for
such a segmentation of the GS class for that purpose.

While the OSBA continues to fear that some of the smaller volume members
of the GS class could be competitively disadvantaged by being lumped in with the
much larger volume GS customers for phase-in purposes, we recognize that the
accelerated phase-in that was approved by the PUC has essentially reduced that
risk froﬁ a two-year problem to a one-year one. Moreover, the use of an open
enrollment period during which all commercial customers will have the opportunity
to volunteer to become shoppers for generation service (with a lottery to be used
for selection in the event of oversubscription) should alsc reduce the prospects
for small businesses to be competitively disadvantaged during the transition to
full customer access to competitively-priced generation service. For those
reasons, the OSBA does not cobject to the phase-in procedures outlined in Exhibit

CE-4 of PECC's compliance filing.



III. Conclusion

The PECO compliance filing should be revised in at least the following

regpects:
1. The over-collection of $89 million in stranded costs outlined in
Comment I A above should be eliminated; and
2. The average CTC should be reduced from $0.0277 per KWH to reflect an
all-inclusive rate of return of 7.47% on allowable stranded costs.
Respectfully submitted,
Bernard A. Ryan, Jr
Small Business Advo ate
Dated: January 27, 1998
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I certify that I am serving a copy of the Comments to the Compliance Filing
on behalf of the Office of Small Business Advocate by first class mail (unless
otherwise indicated) upon the persons addressed below:

Cheryl Walker Davis, Director
Office of Special Assistants
Pa. Publiec Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265
(hand delivered)

Hon. Marlane R. Chestnut
Administrative Law Judge
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1302 Philadelphia State Office BRldg.
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Philadelphia, PA 19130
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1425 Strawberry Square
Harrisburg, PA 17120
(0ffice of Consumer Advocate)
(717} 783-5048
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3700 Vartan Way
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Roger E. Clark, Esgquire
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{215) 643-2364
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Walter W. Cohen, Esguire
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(717) 230-9834 (fax)

John L. Munsch, Esquire
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M@\E

Bernard A. Ryan,

Small Business Advocate

Date: January 27, 1998
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1
Pennsylvania Public Utility } r
Commission )
) Docket No.
V. ) R-00973953
)
PECO Energy Company )
)
PECO Application for Approval of its Restructuring )
Plan and Joint Petition for Partial Settlement )
‘ )
Petition of Enron Energy Services )
Power, Inc. for Approval of an Electric )
Competition and Customer Choice Plan ) Docket No.
and For Authority Pursuant to Section ) P-00971265
2807(e)(3) of the Public Utility Code to )
Serve as the Provider of Last Resort in )
the Service Territory of PECO Energy )
Company )
COMMENTS OF THE 3 .
o) i
SOUTHEASTERN PENNSYLVANIA ER
TRANSPORTATION AUTHORITY ON 57 _j
PECO ENERGY COMPANY’S =g
COMPLIANCE FILING N
N G
= -
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INTRODUCTION

Pursuant to the Commission’s Opinion and Order entered January 16, 1998 (the
“Opinion and Order”), the Southeastern Pennsylvania Transportation Authority

(“SEPTA™) respectfully files its comments on the compliance filing (“Compliance
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Filing”) made by PECO Energy Company (“PECQ”) on January 20, 1998 pursuant to the
Opinion and Order.

On December 2, 1997, SEPTAY filed a brief that addressed Paragraph 13 of the
Joint Petition for Partial Settlement” (“the Partial Settlement”), which dealt with the
critical issue of recovery of the competitive transition charge (“CTC”) and the intangible
transition charge (“ITC”) from those industrial and commercial customers who
“significantly reduce” their purchases of electricity through installation of on-site
generation. SEPTA asked the Commission to rule that neither Section 2808(a) of the
Public Utility Code,” nor the language contained in Paragraph 13 of the Partial
Settlement, requires that customers who install on-site generation and cease taking any
services from their former utility provider, but remain physically connected to the
utility’s transmission and distribution network, must pay a CTC.

On January 7, 1998, the Philadelphia Area Industrial Energy User’s Group
(“PAIEUG”) filed a Petition for Reconsideration and Clarification (“Petition for
Reconsideration™) in response to the Commission’s entry, on December 23, 1997, of an

Opinion and Order denying approval of both the Partial Settlement and the Petition of

v SEPTA filed a Motion to Intervene in these proceedings on November 13, 1997, which
was granted on November 20, 1997.

y Joint Petition for Partial Settlement of PECO Energy Company’s Proposed Restructuring
Plan and Application for a Qualified Rate Order, Docket No. R-00973952, August 25,
1997.

¥ Title 66 of the Pennsylvania Consolidated Statutes, as added by the Electricity

Generation Customer Choice and Competition Act.



o : ®

Enron Energy Services, Inc.¥ In its Petition for Reconsideration (pp. 13-14), PAIEUG
stated that the Commission failed to address, overlooked or otherwise ignored the
treatment of several issues addressed in the Partial Settlement, including an issue
addressed in Paragraph 13 thereof i.e., the level of CTCs imposed as a result of new self-
generation.

On January 13, 1998, SEPTA filed an Answer to PAIEUG’s Petition for
Reconsideration in which it requested that, if the Commission reconsidered the issues
raised in Paragraph 13 of the Partial Seitlement, it also should rule on the related issue
raised in SEPTA’s brief.

On January 16, 1998, the Commission entered the Opinion and Order. The
Commission addressed neither PAIEUG's arguments regarding the issues addressed in
Paragraph 13 of the qutial Sertiement nor SEPTA’s Answer thereto. Pursuant to the
Opinion and Order, PECO filed the Compliance Filing on January 20, 1998.

IL
COMMENTS

Original Page No. 27 Does Not Permit PECO To Impose an Exit Fee
On A Customer Who Elects to Cease Taking All Services From PECO.

SEPTA’s comments focus on Original Page No. 27 of PECO’s Tariff Electric

Pa.P.U.C. No. 3 (*Page 277) contained in the éompliance Filing. Page 27, which

: 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, Docket No. P-00971265, October 7, 1997,
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implements the CTC, states as follows:
Each customer will be charged their full CTC allocable to
their use of the transmission and distribution system. As an
alternative means of collecting the CTC, individual
customers and PECO Energy may mutually agree to a
payment schedule that fully collects the present value
without bypass by the customer or overcollection by PECO
Energy.
Taken either together or individually, the above-quoted statements in the proposed tariff
cannot be interpreted as permitting PECO to impose an exit fee on a customer who elects
to cease taking all services from PECO, including transmission and distribution services.
By “exit fee,” SEPTA means a fee or fees calculated to recover the present value of the
transition costs that such customer would have borne if it had continued to take
transmission and distribution services from PECO over the entire CTC collection period.
A. The first sentence quoted above refers to the mechanics of
applying the CTC charge to the customer’s current usage and
billing demand, and neither directly nor indirectly imposes on
any customer any ongoing liability for future transition costs.
The first sentence quoted above states: “Each customer will be charged their full

k

CTC allocable to their use of the transmission and distribution system.” This sentence
reflects PECO’s intention to apply the CTC charges (which are levied as per kWh and/or
per kW charges) to each customer’s “full” use of the transmission and distribution
system. As elucidated in the Compliance Filing, calculating CTC charges based on a
customer’s “full” use of PECO’s transmission and distribution system simply means
applying the per kWh and/or per kW charges to the customer’s usage and/or billing

demand for the monthly period for which the CTC is calculated, subject to the annual

reconciliation process on a rate class-specific basis.
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The first sentence quoted above clearly refers to the mechanics of applyi'ng the
various CTC charges to a customer’s electricity consumption patterns for a given period.
It does not purport either to fix a customer’s CTC liability for any future periods or to
establish a customer’s ultimate total transition cost liability. As such, PECO cannot point
to the quoted language as creating transition cost liability associated with future periods
(which would be required in order to impose an exit fee), particularly with respect to a
customer who would be making no electricity purchases through use of the transmission
and distribution system during such future periods.

Page 27 also sets forth a “Special Rule” addressing a narrow situation involving
on-site generation in which a customer may be liable for additional CTC amounts based
on his usage and billing demand during a prior, higher-usage base year, if he reduces his
usage by 10 percent or more. While the “Special Rule” allows PECO to issue a separate
bill to such a customer, the separate bill recovers only the deficiency in CTC payments
associated with the customer’s reduced usage, and it does so only on a running, year-by-
year basis. Plainly, neither the Special Rule, nor the first sentence quoted above, fixes the
customer’s liability for future billing periods. As such, neither the Special Rule nor the
quoted language can be interpreted as enabling PECO to impose on a customer any
ongoing liability for future transition costs, in the nature of an exit fee.

B. The second sentence addresses omly mutual agreements
between PECO and a customer on alternative payment
schedules, and does not allow for unmilateral imposition of a

CTC.

Page 27 states: “As an alternative means of collecting the CTC, individual

customers and PECO Energy may mutually agree to a payment schedule that fully
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collects the present value without bypass by the customer or overcollection by PECO
Energy.” ¥ If PECO were to attempt to unilaterally impose an exit fee on a departing
customer, it might cite this provision of Page 27 for support. The quoted sentence,
however, provides only for an opfional payment schedule that is mutually agreed upon by
PECO and the customer, and does not confer on PECQO any right to unilaterally deviate
from the CTC payment provisions for any customer, departing or not.

Consequently, under no reading of this provision could PECO claim the right
unilaterally to impose an exit fee on a departing customer who will cease taking all
services from PECO. SEPTA’s view is that the quoted provision was intended simply to
allow the utility and its customer to consensually vary the riming of the customer’s
payment of CTC charges for which he is responsible under other provisions of the
proposed compliance tariff. The quoted provision does not vest in PECO any additional

rights, nor obligate customers to pay, any additional transition cost charges, such as an

exit fee.

¥ This sentence of the quoted text from the Compliance Filing derives from the
Commission’s Opinion and Order entered December 23, 1997, which states (pp. 110 -
111) as follows: “Section 2808(b) also provides that the utility and customer may
mutually agree on an alternative payment methodology. Individual customers and
PECO may mutually agree to any payment schedule that fully collects the same present
value without bypass by the customer or overcollection by PECO.”
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CONCLUSION

In its Brief and its Answer, SEPTA invoked the example of a customer self-
generating all of its power requirements and ceasing purchases of all services from the
utility, including transmission and distribution. The Commission elected not to address
the implications of this example for such departing customer’s transition cost liability.
Thus, the Commission has not interpreted the Act to allow, nor did it otherwise explicitly
authorize, PECO to impose an exit fee or any other type of transition cost liability on a
departing customer who ceases to use its transmission and distribution system.

Accordingly, PECO cannot be permitted now or in the future to utilize the
Compliance Filing as a vehicle for imposing an exit fee. Furthermore, the language
utilized in the compliance tariff to address transition costs cannot be interpreted as
conferring such authority on PECO. SEPTA submits, however, that the Commission
should take this opportunity to confirm SEPTA’s interpretation of the compliance tariff
discussed herein.

Doing so would accomplish two key goals. First, it would prevent PECO from
implementing the tariff in a manner inconsistent with the Commission’s orders in this

proceeding and with the plain language of the tariff itself. Second, it would afford
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customers a measure of certainty as they plan for their future in a competitive
marketplace.

Respectfully submitted,

RS o7

Kenneth G. Hurwitz, Esquxre
Maureen Z. Hurley, Esquire
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KJp

Docket No. R-00973953
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Enclosed please find eight copies of the Comments of the Environmentalists to the PECO

Energy Compliance Filing in the above-captioned proceeding.
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Comments of the Environmentalists n 2
. age (9]
to the PECO Energy Compliance Filing

The Environmentalists’ have reviewed the Compliance Filing submitted by PECO
Energy on January 20, 1998 and would like to make the following comments on the
topics of self-generation, universal service and consumer education.

;—-u_.. e l f;‘ —
Self-Generation L i‘»-“ EJMLN i .

Fha
T
FOLDER
The Commission’s Opinion and Order entered on December 23, 1997 in the
PECOQ Energy restructuring proceeding (“the Commission Order”) devoted several

pages to the subject of self-generation and directed PECO to modify its policies and

"The Environmentalists consist of the Clean Air Council, the Sierra Club, the Pennsylvania Solar
Energy Industries Association, the Pennsylvania:ﬁuﬁlgli}g L[}E(;ngig Pgl_jeswef_{ch Group, the Energy Coordinating
Agency, the Grass Roots Alliance for a Solar Pennsylvania and the Nonprofits"Energy Savings Investment
Pro “"-‘:/Hﬁt“l‘:’:lﬁ]'ﬁ;.l;,

gram. w L{E
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Comments of the Environmentalists to the PECO Energy Compliance Filing
Page 2

tariffs in several respects. The Environmentalists have three issues to raise regarding

this topic in the PECO Compliance filing.

1. The PECO Compliance Filing should be amended to address

interconnection by small self-generators.

The Commission Order recognizes the difference between large industrial self-
generators which operate under the Auxiliary Service Rider and the small self-
generators which are the subject of PECO's Renewable Energy Service rate (Rate R-
S). The Order acknowledges that while the interconnection standards contained in
PECOQ's Gray Book may be appropriate for large projects, these same rules are “not
particularly useful to enable small generators, such as residential customers with
rooftop photovoltaic panels, to interconnect.”

The Environmentaiists’ witness David Schoengold recommended numerous
changes to PECO's interconnection rules for small self-generators, including making
the technical requirements consistent with the current IEEE standards, substantially
reducing PECO's administrative fees for project review and having PECO absorb the
first $1,000 of any necessary local distribution system upgrades.®> The Commission
Order stated “{w]e also agree with Mr. Schoengold’s recommendation that a reasonable
interconnection opportunity for such customers may not impose unnecessary barriers
such as complex or technical standards above national norms or expensive inspections

standards.™ The Order stated that “PECO’s compliance filing should include one or

2Order, p. 123.

¥These changes were contained in David Schoengld's Exhibit DS-4.

“Order, pp., 123-124.



Comments of the Environmentalists to the PECO Energy Compliance Filing
Page 3

more proposals to provide such reasonable interconnection standards for all types of
self-generating customers.™

The Environmentalists have heard from a photovoltaic installer that, at least for
one installation, PECO has modified its interconnection rules. We ask, however, that
the Compliance Filing be amended to include a new interconnection policy for small

self-generators under Rate R-S which is consistent with the Commission’s Order.

2. The PECO Compliance Filing should be amended to make the Renewable
Energy Service rate (Rate R-S) available to Residential Time-of-Use

customers (Rate R-T).

According to the Rate R-S tariff sheet included in the Compliance Filing, the
Renewable Energy Service rate (Rate R-S) is available for residential customers served
under the residential rate (Rate R) and the residential heating rate (Rate R-H) and for
commercial customers on Rate GS. The Environmentalists see no valid reasons from
excluding residential time-of-use customers (Rate R-T) from the renewable energy
service rate and ask that PECO be directed to amend their Compliance Filing to include
Rate R-T in the “Availability” section the Rate R-S tariff.

By expanding Rate R-S to inctude all residential customers, we are asking for a
reasonable and minor change to the tariff® which has the potential to improve the
economics of photovoltaic systems by recognizing the true economic value of their on-

peak electrical output.

*Order, p. 123

SWe are told by PECO that at this time only a dozen ratepayers are under the Rate R-T tariff.
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3. The PECO Compliance Filing should be amended to allow small self-

generators to use two additional metering options.

The Commission Order stated that “PECO has the duty as an EDC to provide a
‘qualified meter’ ..."” and noted that “[m]eters that support net metering, such as non-
ratcheted, bi-directional meters, and two meter or smart meter systems should be
considered.””

The Rate R-S tariff included in the PECO Compliance Filing has two metering
options: a ratcheted meter and a two meter system. The ratcheted meter works fine if a
customer’s load occurs at the same time and always exceeds the on-site generation.
However, whenever the on-site generation is higher than the on-site consumption, the
customer is giving the excess generation to PECO without any compensation for it
whatsoever. Examples when this is likely to occur are a household who is gone during
the day when the photovoltaic systems generates electricity or a GS customer who is
closed during the week-end.

PECO's second metering option is a two-meter system, but this entails an
additional monthly metering cost (and possibly an additional initial meter installation
fee).

The Commission was correct is listing two additional metering alternatives which
should be available for small self-generation. The non-ratcheted, bi-directional meter
option is important because it allows the Rate R-S customer to continue to use the
existing meter without the initial and on-going expense of a two meter system. The
second option listed by the Commission is a smart meter, and there may be customers
who would benefit from such an alternative. Both options should be available to Rate

R-S customers.

"Order, p. 124,
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Universal Service and Energy Conservation

The Commission’s Order addressed several aspects of PECO universal service
and energy conservation program and the Environmentalists have identified five

aspects of the PECO Compliance Filing which fail to comply with the Order.

1. The PECO Compliance Filing fails to address how community-based
organizations will participate in universal service program design,

education and service delivery.

The Commission's Order directed PECO to “expand the participation of
community based organizations with relevant expertise in program design, education

" The Commission Order also

and service delivery pursuant to Section 2804(9).
addressed various administrative standards for participating community based
organizations to ensure that the program is operated in a cost-effective manner.®
PECQO’s Compliance Filing failed to address these topics. The only information
in the Compliance Filing relating to universal service is the explanation of the Universal
Service Fund Charge and the description of the CAP Rate. The Environmentalists
therefore request that the Commission direct PECO to amend its Compliance Filing to
address its plans to involve community based organizations in the design and delivery
of its universal service programs. The revised Filing should also include a proposal for
financial and managerial controls which are fair and appropriate but not oppressive and

punitive.

80rder, p. 144-145,

*Order, p. 148.
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2. The PECO Compliance Filing fails to address all universal service pfogram

costs, expenses and avoided costs,

The Commission Order concluded that “PECO’s initial filing does not properly
identify all program costs affecting expenditures on universal service issues by
considering many non-low income expenses and omitting consideration of avoided
collection and administrative costs.”'® The Commission referred to the Guidelines for
Universal Service and Energy Conservation Programs for the proper accounting of
program costs.

PECO’'s Compliance Filing is totally silent on this subject. The Environmentalists
therefore request that the Commission direct PECO to amend its Compliance Filing to
include a universal service program budget that is consistent with the Commission'’s
Order.

3. The PECO Compliance Filing fails to comply with the Commission’s
directive for a review of the CAP Rate evaluation and a follow-up

proceeding involving the parties to this proceeding.

The Commission’s Order expressly requires PECO to share the results of the
CAP program evaluation prior to moving forward on the CAP Rate.'" The PECO
Compliance Filing ignores the Commission’s call for further proceedings before
implementation of CAP Rate program and simply includes a tariff sheet for the new
CAP Rate.

The Environmentalists therefore request that the Commission direct PECO to

amend its Compliance Filing to address its plans to include the parties in this

%Order, p. 145.

“Order, p. 146.
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proceeding in the review the independent evaluation of the program and the design for

implementing the new CAP program.

4. The PECO Compliance Filing fails to modify LIURP as directed by the

Commission.

The Commission Order state that “LIURP is a cost-effective program that should
be continued, as modified by the proposals of OCA witness Nancy Brockway ..."*?

The PECO Compliance Filing contains no revised LIURP plan, so it is impossible
to determine if PECO has complied with the Commission’s Order. The
Environmentalists therefore request that the Commission direct PECO to amend its
Compliance Filing to include its revisions to its LIURP plan to make it consistent with

the Commission’s Order.

5. The PECO Compliance Filing fails to address the renewables pilot

program.

As part of the universal service program, the Commission directed PECO to
establish a renewable energy pilot program™ with a budget of $250,000. Nowhere in
the Compliance Filing is there any mention of this new program. The Environmentalists
therefore request that the Commission direct PECO to amend its Compliance Filing to
include a plan for designing and implementing a renewable energy pilot program. The
Environmentalists that as with LIURP, the renewables pilot will be most effective if local

organizations and solar firms are involved in the program design and implementation.

20rder, p. 147.

3Qrder, p. 147.
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Consumer Education

Consumer education was an important component of the Commission’s Order
and the Environmentalists believe that the PECO Compliance Filing falls short in three

important aspects.

1. The PECO Compliance Filing fails to include a budget for the Local

Consumer Education Plan.

The Commission’s Order directed PECO to submit “a complete budget including
personnel, operating, and fixed costs and periodic reporting requirements” for its Local
Consumer Education Program.™ PECO's Compliance Filing presents no such budget.

Instead, the Compliance Filing simply states that the Company has already
expended $4,689,433.50 in 1997 for consumer education. A quick review of
Compliance Filing Exhibit CE-1 by the Environmentalists indicates that many of the
expenditures (specifically the numerous legal notices) shouid not be considered an
educational expenditure but rather a restructuring proceeding cost. The
Environmentalists recommend that Commission staff carefuily review Exhibit CE-1 to
determine the accurate level of education expenditures.

Because the Compliance Filing contains no budget for future local consumer
education program expenditures, the Environmentalists request that the Commission

direct PECO to amend its Compliance Filing to provide such a detailed budget.

“Order, p. 155.
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2. The PECO Compliance Filing fails to present a sound Local Consumer

Education Plan.

The Commission directed PECO to present a plan for its local consumer
education program, addressing such issues as the functions resposibilities of the CBOs
and vendors and specific information about who will be served.*® In its Compliance
Filing, PECO provides virtually no description of program design except to state that
PECO will prepare pamphlets, brochures, presentation scripts and other education
material. There is no discussion about market research and market segmentation
analysis, no listing of program goals, objective, strategies and tactics, no mention of the
content of the educational message and no plan for program monitoring and feedback.
All PECO provides is a statement that they will prepare pamphlets, brochures,
presentation scripts and other education material.

The PECO strategy to rely on written materials will not serve all consumers.
Such materials are inappropriate for audiences with literacy and/or language problems.
It will be absolutely essential to communicate through a number of means other than
print in order to adequately educate these diverse audiences. In-person workshops
(which are participatory, not lecture style), video, television talk shows, radio
{particularly call-in shows) will all be important in reaching these hard to reach
audiences.

Because the Compliance Filing contains no serious plan for the local consumer
education program, the Environmentalists request that the Commission direct PECO to

amend its Compliance Filing to provide such a program plan.

3Order, p. 155.
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3. The PECO Compliance Filing plan to involve community-based

organizations in the local consumer education effort is flawed.

The centerpiece of the PECO education filing, at least the topic which receives
the most attention, is the process to enlist community-based organizations (CBOs).
This element of the pian is flawed in three important respects.

The first problem is that PECO offers only a very passive role for the CBOs
which does not take advantage of the educational experience and skills which are
present in its service territory. PECO proposes to prepare pamphlets, brochures,
presentation scripts and other education material for the CBOs without the input of the
CBOs. The CBOs have only the responsibility to passively disseminate the materials to
their members. They should have a much more active role in the program.

The second problem involves the list of CBOs which have been selected to
participate in the education program. Most of the CBOs named by PECO do not
provide energy services and do not have a context to conduct consumer education on
electric restructuring. Conspicuously missing from this list are the organizations in
Philadelphia which provide the vast majority of energy services in low income
communities, namely the Energy Coordinating Agency and the Neigjhborhood Energy
Centers.”® Also conspicuously absent are the senior centers and organizations which
work with disabled individuals. These organizations are ideally suited to reach these
audiences because they are already in touch with them on an on-going basis and have

achieved a very high level of trust with these audiences.

®Collectively the NECs and the Energy Coordinating Agency provide more than 70,000 energy
services to more than 28,000 low income households every year. Each of these organizations has highly
skilled energy educators, and energy counselors who are already very knowledgeabie about these issues.
In fact, several of these organizations have already become proficient in providing workshops on this
subject in order to respond to questions from their clients. The Energy Coordinating Agency has done
more consumer education on electric competition over the fast year than all of these other organizations
combined. To exclude them, particularly when the Commissicon's Order recognizes ECA's expertise in
this area by naming it to the Statewide Education Advisory Committee, is clearly a move motivated not by
the best interests of PECQO customers but by other less-lofty purposes.
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The third serious flaw in the CBO discussion is that the draft letter soliciting CBO
involvement is quite confusing. [t does not state what services the CBOs are being
asked to perform. For example, is the education to be performed through workshops,
or one-on-one, through media, or in-person? Which are the audiences PECO is trying
to reach? Which media are most effective in reaching each of the different types of
audiences? The letter needs to be converted into a draft Request for Proposal, which
clearly describes PECO’s goals and objectives and the audiences it is attempting to
reach, and asks both for the respondent’s ideas on how to accomplish the goals, as
well as the organization’s qualifications to perform these services. Samples of any
educational material produced by the organization should also be requested. Given the
fact that this education effort needs to begin immediately, there will be a very real need
for PECO to identify organizations which have educators who already understand
electric restructuring in place. The qualifications and years of experienceZgf the

o

educators themselves should be requested by the RFP. = e
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RE: PECO Energy Compliance Filing, Docket # R-00973953, Docket # P-00971265
Dear Secretary McNulty:

New Energy Ventures appreciates the opportunity to present comments and 15
copies for consideration in regard to PECO Energy's Restructuring Compliance Filing.

NEV is commenting on concepts and issues that have not been fully or adequately
addressed in PECO Energy's Restructuring Compliance Filing. NEV submits these
comments to identify areas where PECO Energy must implement change that is designed
to bear out the commission's clear and precise intent to create a fully competitive market,
without impediment to or favorabie treatment for any entrant in the marketplace.

The attached comments are respectfully submitted.

Sincerely,
DAS
David Magnus Boonin
Executive Vice-President S RAT AT
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cc:  w/enclosures _ Lol X

The Honorable John M. Quain, Chairman

The Honorable Robert K. Bloom, Commissioner
The Honorable John R. Hanger, Commissioner

The Honorable David W. Rolka, Commissioner

The Honorable Nora Mead Brownell, Commissioner
Bureau of Fixed Utility Services

Office of Special Assistants

B215/563-9290 fax:215/563-9292
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INTRODUCTION

In its Order-of December 23, 1997, the Pennsylvania Public Utility Commission
(PAPUC) took a major step in the development of a robust competitive electricity
marketplace. In its compliance filing of January 20, 1998, PECO Energy failed in several
key areas to comply with the commission's order. New Energy Ventures East (NEV), in
this filing, identifies the critical areas where PECO has deviated from the Commission's
Order. PECO Energy is not in compliance regarding:
¢ Accurate CTC rate calculation
o Accurate Transmission & Distribution Rates
. Imposition of Service Fees upon Customers/EGS
o Consolidated Billing
o Metering

e Code of Conduct

DQCUMENT
OLDER
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CALCULATION OF CTC

PECO Energy has made several fundamental errors in calculating the CTC. These

include:

designing a CTC to recover $5.147 rather than the $4.935 billion approved by the
Commission;

using a discount rate of 10.31% rather than the 7.47% ordered by the Commission
and which NEV believes needs to be adjusted to an after-tax discount rate of 4.385%;
Miscalculating the monthly discount rate to be applied.

v VY

Y

NEV has suggested the adjustments needed to correct these deficiencies and
calculated a CTC of 2.328 cents/kWh using the pre-tax discount rate of 7.47% or 2.104
cents/lkWh using the after-tax discount rate of 4.385%. Both of these results are

significantly less than PECO’s filed number of 2.77 cents/kWh.

Use of the Appropriate Stranded Cost: PECO starts its analysis with an unrecovered

stranded cost of $5.147 billion dollars. In the Commission’s order regarding
reconsideration in this case, the Commission set stranded cost at $4.935 billion. NEV has
used this number as the appropriate total dollar amount to be recovered in all of the

revised calculations of CTC.

Discount Rate: The Commission expressly set the discount rate at 7.47% for the
calculation of the CTC in its Order. PECO has used a discount rate of 10.31% to true up
for taxes. This adjustment is a wholly inappropriate. There are no additional revenues,
let alone income, to cause an income tax true up. PECO is attempting to assign taxes in

the unbundling process to revenues that are unprofitable. This approach is without merit.

Page 2 of 12
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NEV believes that PECO not only erred in making their proposed upward
adjustment, but instead should make a tax adjustment which reduces t.he discount rate to
4.385%. Throughout this case, the parties have always used the after-tax cost of capital
as the appropr-iate discount rate. NEV has advocated this position throughout, a position
upon which the Commission seems to have relied on in its determination of an
appropriate discount rate. NEV believes that the Commission made a reasonable
decision in establishing the discount rate at 7.47%, reflecting the low risk associated with
the recovery of these dollars. The 7.47% was based upon PECO’s cost of long-term debt.
Interest on debt is both taxable to the recipient and tax deductible to the payer. NEV

believes that an appropriate discount rate in this case is the after-tax cost of debt.

Calculation Error: In calculating the monthly discount rate, PECO took the annual
discount rate and divided it by 12. This methodology is completely inappropriate as a
way to convert an annual discount rate to a monthly one. It results in an overstatement |
due to compounding. The appropriate calculation is that one plus the annual rate equals
one plus the monthly rate to the twelfth power. NEV has recalculated the monthly
discount rates for both the pre-tax (7.47% annual) and the after-tax (4.385% annual)
discount rates. The pre-tax monthly rate is 0.6024% and the after-tax monthly rate 1s

(.35825%.
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Calculations and Results: NEV has submitted two sets of tables (appendix I) — one based

upon the pre-tax discount rate of 7.47% (Table 1) and the other based upon the after tax
discount rate of 4.385% (Table 2). The tables reflect NEV's recalculations of PECO's
stranded cost i‘ecovery over the 8 1/2 year period. Both tables zero-out the unrecovered
stranded costs in June 2007,

The CTC rates shown in the body of each table are then increased by the Gross
Receipt Tax (GRT adjustment is CTC/(1-GRT)). After adjusted for GRT, the CTC
calculated is 2.328/kWh using the pre-tax discount rate. NEV's recommended CTC is

based upon the after-tax discount rate and is 2.104 cents/kWh.

TRANSMISSION & DISTRIBUTION RATES

PECO Energy is not in compliance with regard to its proposed charges for
transmission and distribution. On Page 1 of its Proof of Revenue, Summary of
Unbundled Revenue document, the sum of the transmission and distribution charges
equals 2.97 cents/kWh. In the Order, the PAPUC on page 62 states:

"Our adoption of the OCA methodology and adjustments results in a

reduction of the T&D rate from the PECO revised number of 3.11
cents/kWh, to the OCA adjusted figure of 2.93 cents/kWh."

PECO must comply with the PAPUC order and set Transmission and Distribution

rates at sums that total 2.93 cents/kWh.

FEES
The PAPUC did not grant PECO the right to impose fees in addition to granted

rates, other than the CTC, upon the customer or electric generation suppliers. Fees for
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such products as combined billing and load history were not substantiated in the case and
were not granted by the Order of the Commission. PECO's attempt to impose such fees
is another exaﬁple of its effort to subvert competition through raising the cost
unnecessarily. In the case of switching fees, the PAPUC reconsideration order stated
explicitly: "We shall adopt the recommendation of the OCA witness Alexander that a
switching fee is inappropriate...."

In its filing, PECQ is not in compliance by proposing numerous specific fees. The
effect of these fees is to make it more difficult and/or expensive for consumers to
participate in the competitive market place. NEV suggests the Commission eliminate the
imposition of the noted fees.

»> 36 (each occurrence) to switch electric generation supplier.

» $24 (each request) to receive 12 months of historic load data for telemetric hourly
meters. For other types of meters, a fee based on the cost to the company per request.

> $.90 per month for customers receiving a single bill from PECO for both generation
and T&D.

Services such as historic load data history can be easily provided as part of the
routine data provided to customers. PECO has been given no special exemption from the

commission to separately bill for this service apart from its set rates. Worth noting, is

that PECO currently provides the vast majority of its customers the previous 12 months

consumption history on each and every bill. This being the case, the information is
clearly readily available and included in the costs of billing at this time. No additional

surcharge is warranted.

CONSOLIDATED BILLING
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At page 140 of the Commission’s Opinion and Order, the Commission addresses
the issue of the definition of a customer that NEV raised in these proceedings. The
Commission approved of billing consolidation such that aggregated customers would be

billed upon the load they place on the system. The Commission stated, in part:

(Tyransmission and CTC related charges would not change with the
number of installations or meters, as they currently do, but with the
amount of load placed on the system.

PECO’s restriction is inappropriate in a competitive generation market
because it makes it more difficult for customers with multiple sites to
aggregate their load with a single EGS. Accordingly, we shall permit
billing consolidation. For administrative ease, billing consolidation should
only apply to customers who have multiple meters on the same tariff. This
change shall not apply to distribution charges because customers with
multiple meters may impose a cost on the system that is different than a
similar load from a single location associated with the distribution of
service.

PECO’s response to this finding is wholly inadequate. PECO defines a *““customer” to be:

Any person, partnership, association, or corporation lawfully receiving
service at a single meter location from the Company. For purposes of
billing for an Electric Generation Supplier (as defined below) and
collecting the CTC, the term customer may include all meter locations for
which a summary or consolidated bill is provided.

A “summary billing account” is defined as:

An aggregate bill for two or more meter locations owned or legally
controlled by the same partnership, association, corporation, or
governmental agency etc. for: (1) the Company’s charges for service
and/or for the recovery of Transition or Stranded Costs, and/or (2) EGS
billing of its charges for Competitive Energy Supply, as Permitted by Rule
2.2.

Rule 2.2 is entitled Single-Point Delivery and states:

Unless otherwise stated therein, the Base Rates in this Tariff for each class
of service are based upon the Company’s distribution and/or supply
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through a single delivery point for the total requirements at each separate

premises of the customer. Separate distribution and/or supply for the same

customer at other points shall be separately metered and billed, except that

the company will provide summary billing of its charges for service and

for recovery of Transition or Stranded Costs and/or for an EGS’ charges

for Competitive Supply at the EGS’ request.
PECO has confused and entangled the notion of a summary bill with the concept of
consolidated billing approved by the Commission. Although PECO defines summary
billing it never defines billing consolidation. PECO has also totally ignored the
distinction between CTC-related charges and transmission charges that can be aggregated
versus distribution where consolidation is not allowed.

Several changes are necessary to bring the proposed tariff into compliance with
the Commission’s Opinion and Order.

It is recommended that the second sentence of the definition of the customer be

replaced by the following:
A customer is also defined as multiple meters locations owned or legally
controlled by the same partnership, association, corporation, or
governmental agency, etc., and eligible for consolidated billing (as defined
herein) and subject to the restrictions set forth in Rule 14.9.
Although NEV does not object to PECO offering a summary billing service, distinct form
consolidated billing, it is important to keep these two concepts separate. The definition
for Summary Billing Account should be changed, accordingly. The definition should
read:
Summary bills shail be based upon the individual meter reads and tariffs
of all applicable accounts. At the customers request the Company shall

issue a summary bill for multiple meter locations owned or legally
controlled by the same partnership, association, corporation or
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governmental agency, etc. for any or all of these meters which have not
otherwise elected consolidated billing.

The term consolidated billing needs to be defined and should be defined as:

When a customer has multiple metering locations, the customer may elect
to consolidate the bills for any or all of its meters served under the same
rate subject to the following conditions. The customer will be billed for
customer charges and distribution charges as though each meter was an
individual customer. The customer will be billed for transmission and
competitive transition charges based upon the consolidation of the
customers usage such that the customer is billed based upon the coincident
demand of all eligible meters. Only meter locations that elect to receive
generation service through an EGS are eligible for consolidated billing.

Rule 2.2 also needs to be amended by the following.

Unless otherwise stated therein or where consolidated billing is elected by
the customer, the Base Rates in this Tariff for each class of service are
based upon the Company’s distribution and/or supply through a single
delivery point for the total requirements at each separate premises of the
customer.

Rule 14.9 should be added entitled Consolidated Billing and stated:

For purposes of consolidated metering, the customer may install or have
install an interval meter at the customer’s expense which allows the
customer to aggregate its demand into coincident demand needed by the
Company to determine transmission, and CTC charges for the customer.
The Company shall establish a requirement for the customer to report this
information once a month on a designated schedule. These meters will not
replace the meters installed by the company and shall only be used to
calculate the customer’s coincident demand and/or validate its load
profile. These interval meters must meet industry standards and may be
subject to inspection by the PUC.

This last change places the metering responsibility of load aggregation and billing
consolidation.on the customer. This is appropriate as it is supplemental metering
necessary to allow a customer to aggregate its load. PECO’s meter is still in place and

_ can be used by the Company to check the data received by the customer. The issue of an
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EGS providing metering and billing services in total is left open, consistent with this

Opinion and Order.

METERING

PECO's compliance proposal for the purchase, installation, and maintenance of
the customer meters does not comply with the PAPUC Order that encourages the
' implementation of advanced metering having the potential to provide economic benefit to
the customer. For customers to take advantage of the economic benefits of services such
as consolidated billing which the PAPUC has recognized in its order, customers must
have access to competitively priced installation and meters capable of meeting the
demands of these types of services.

"The right to choose a competitive EGS is inherently related to the ability

to choose alternative generation services and products made possible by

advanced metering. Customers must have a reasonable choice of

advanced meters in conjunction with the services offered by their chosen

EGS. In our rulemaking, we have outlined the standards and procedures

to ensure that customers have real options for competitive metering while

retaining all physical work related to metering as a regulated EDC

function." (PAPUC Order, pg. 140)

PECO does not guarantee either availability or competitive pricing with regard to
purchasing and installing advanced meters. PECO only agrees to furnish a list of meters
from which customers may choose. The commission stated it its order "...all customers
may, in conjunction with their EGS, request use of a 'qualified meter' that has been

approved by this Commission based on the recommendations of a working committee

composed of interested parties.”
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NEV submits that customers should have to option to choose any meter currently
available that conforms to industry standards for compatibility unless demonstrably
incompatible with the PECO system. Any meters that meet this level of compatibility
should be easily added to the list compiled by the PAPUC working committee. If that
meter has the potential to deliver economic benefit to the customer through services
rendered by a generation supplier such as consolidated billing, then it should be an
option. The commission directed PECO to charge only the "net incremental cost" for
installation and purchase of meters. It is important that the incremental cost mechanism
receives significant scrutiny to ensure that consumers are paying a rate not out of line
with the prevailing market rate. Unfortunately, utilities have all to often charge more
than a least cost price in providing services. NEV submits that customers need to be
assured that PECO is selling and installing the meters at competitive/efficient rates or
allow customers to purchase from vendors who will. The Electric Distribution
Company's position in the market with regard to metering should not be used as an
excuse to prevent generation suppliers from implementing the types of technologically

advanced services envisioned by the PAPUC in its orders.

CODE OF CONDUCT

It is NEV's view that a robust Code of Conduct for the Electric Distribution
Company is critical for enabling the development of a truly competitive market. Any
Code should, at a minimum, prevent any advantages to particular suppliers based on their

affiliation with the EDC.
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NEV has provided (Appendix II) a copy of the code of conduct adopted as part of
the California Electric restructuring process as an example of the type of code that
encompasses many of the issues with which we are concerned. The California Code also
represents a comprehensive approach that is in line with the recommendations of the
PAPUC in regard to the development of a code of conduct.

One specific clause in the PECO proposed code of conduct is explicitly out of line
with the PAPUC order. In clause 3 of the PECO code, the company excludes power
transactions from the non-discriminatory prohibition called for by the clause. This is not
in compliance with the PAPUC Order which states:

"Any transaction between PECO and an affiliate must be approved

pursuant to Chapter 21 of the Public Utility Code. In order to ensure a

“level playing field,” proposed affiliate contracts for all goods and

services, including power, must not involve any anti-competitive ¢ross-
subsidy."”

PECO.provided, in the compliance filing, a Code of Conduct that lacks the depth
and specificity necessary to adequately deal with the potential market power issues. Even
an interim code of conduct requires better direction about transfer of employees, record
keeping, the meaning of preferences, and sharing of information regarding customers,
none of which are mentioned in PECO's submission. NEV suggests that the California
Code adequately addresses many of these issues and could be adapted to Pennsylvania.
The most glaring omission in PECO's filing regards corpo-rate identification and
advertising. Although I;IEV will provide more information in our filing on the Pilot
(Docket # P-00971170) , NEV believes strongly that the following language must be

included in any interim Standards of Conduct.
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1. A utility shall not trade upon, promote, or advertise its affiliate’s
affiliation with the utility, nor allow the utility name or logo to be used by
the affiliate or in any material circulated by the affiliate, unless it
discloses in plain legible or audible language, on the first page or at the
first point where the utility name or logo appears that:

 a. the affiliate “is not the same company as PECO, the utility,”;

b. the affiliate is not regulated by the Pennsylvania Public Utility
Commission; and

c. “you do not have to buy [the affiliate’s] products in order to continue
to receive quality regulated services from the utility.”

Other glaring omissions from the PECO code of conduct are:

> No guarantee to sell and make available installed capacity to all EGS at the same rate
and in an equal manner. Clause 3 refers only to "non-power" goods and services.
This has been a significant problem during the Pilot.

» No EGS should be allowed to trade on the name or trademark of the EDC. The
PECO code does not address the use on the name and/or trademark of the parent EDC
by the affiliated EGS.

» The PECO code does not address access to regulated EDC communications
(including the ability to place bill inserts). PECO makes no mention of equal access
to such crucial communication channels. If open to one, they should be open to all at
the same cost.

Submitted by:

DG ‘

David Magnus Boonin
Executive Vice-President
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Table 1

CTC Calculation - Pre Tax Discount Rate

CTC Trued up tax (GRT}) CTC Discount Rate (APR) Monthly Rate
$0.0236 $0.0226 7.4700% 0.6024%
=Prev Mth Strd + Return  =Disc Rate/Mth x Curnt Mth
=CTC x Sales on Unrecovered - CTC Rev Unrecovered stranded
month Sales(Mwh) CTC Rate Total CTC Revenue Unrecovered Stranded Return on Unrecovered
Day 0 4,935,000
Jan-99 3,053,778  0.022595348 69,001.18 4,805,726 29,727.21
Feb-99 2,699,276  0.022595348 60,991.07 4,864,226 29,490.63
Mar-89 2,979,165 0.022595348 67,315.26 4,826,211 29,300.88
Apr-99 2,386,988 0.022595348 53,934.82 4,801,348 29,071.89
May-99 2,564,695  0.022595348 57,950.19 4,772,320 28,822.12
Jun-99 2,888,708  0.022595348 65,271.36 4,735,796 28,747.26
Jul-99 3,066,988  0.022595348 69,299.65 4,695,024 28,527.25
Aug-99 3,146,492 0.022595348 71,096.08 4,652,209 28,281.65
Sep-99 2,744,532  0.022595348 62,013.66 4,618,219 28,023.75
Qct-99 2,535,713 0.022595348 57,295.33 4,588,743 27.819.00
Nov-99 2,677,977 0.022595348 60,509.82 4,555,875 27.,641.44
Dec-99 2,825,046 0.022595348 63,832.89 4,519,485 27,443.45
33,569,357
Jan-00 3,078,209  0.022505348 69,553.19 4,477,156 27,224.25
Feb-00 2,720,870  0.022595348 61,479.00 4,442 647 26,969.27
Mar-00 3,002,998  0.022595348 67,853.78 4,401,554 26,761.39
Apr-00 2,406,084 0.022595348 54,366.30 4,373,702 26,513.86
May-00 2,585,213 (.022595348 58,413.79 4,341,634 26,346.09
Jun-00 2,911,818 0.022595348 65,793.53 4,301,993 26,152.92
Jul-00 3,091,523 0.022595348 69,854.05 4,258,053 25,914.13
Aug-00 3,171,664  0.022595348 71,664.85 4,212,038 25,649.45
Sep-00 2,766,489 0.022595348 62,509.77 4,174,901 25,372.26
Oct-00 2,555,999  0.022595348 57,753.69 4,142,295 25,148.56
Nov-00 2,699,401 $.022595348 60,993.20 4,106,254 24,952.15
Dec-00 2,847 646 0.022595348 64,343.55 4,066,645 24,735.05
33,837,912
Jan-01 3,102,834 0.022595348 70,109.62 4,021,032 24,496 .45
Feb-01 2,742,637 0.022595348 61,970.83 3,983,283 24,221.69
Mar-01 3,027,022 0.022595348 68,396.61 3,938,881 23,994 30
Apr-01 2,425,332 0.022595348 54,801.23 3,907,806 23,726.83
May-01 2,605,895 0.022595348 58,881.10 3,872,465 23,539.65
Jun-01 2,935,112 0.022595348 66,319.88 3,829,472 23,326.76
Jul-01 3,116,256 0.022595348 70,412.88 3,782,126 23,067.78
Aug-01 3,197,037  0.022595348 72,238.16 3,732,671 22,782.58
Sep-01 2,788,620 0.022595348 63,009.85 3,692,146 22,484.68
Oct-01 2,576,447  0.022595348 58,215.72 3,656,171 22,240.56
Nov-01 2,720,996 0.022595348 61,481.85 3,616,713 22,023.86
Dec-01 2,870,427 0.022595348 64,858.30 3,573,640 21,786.17
34,108,616
Jan-02 3,127.657  0.022595348 70,670.50 3,624,497 21,526.72
Feb-02 2,764 578 0.022595348 62,466.60 3,483,261 21,230.69
Mar-02 3,051,238 0.022585348 68,943.79 3,435,299 20,982.29
Apr-02 2,444,735  0.022595348 55,239.64 3,400,753 20,693.38
May-02 2,626,742 0.022595348 59,352.15 3,361,886 20,485.29
Jun-02 2,958,593 0.022595348 66,850.44 3,315,287 20,251.16
Jul-02 3,141,186  0.022595348 70,976.18 3,264,281 19,970.46
Aug-02 3,222,613 0.022585348 72,816.07 3,211,128 19,663.21
Sep-02 2,810,929  0.022595348 63,513.93 3,166,957 16,343.03
Qct-02 2,597,059  0.022595348 58,681.44 3,127,353 19,076.96
Nov-02 2,742,764 0.022595348 61,973.70 3,084,218 18,838.39
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Table 1

CTC Calculation - Pre Tax Discount Rate

CTC Trued up tax {GRT) CTC Discount Rate (APR) Monthly Rate
$0.0236 $0.0226 7.4700% 0.6024%
=Prev Mth Strd + Return  =Disc Rate/Mth x Curnt Mth
=CTC x Sales on Unrecovered - CTC Rev Unrecovered stranded
month Sales{Mwh) CTC Rate Total CTC Revenue Unrecovered Stranded Return on Unrecovered
Dec-02 2,893,391 0.022595348 65,377.17 3.03'-/,419 18,578.56
’ 34,381,484
Jan-03 3,152,678  0.022595348 71,235.86 2,984,480 18,296.65
Feb-03 2,786,694  0.02259534§ 62,966.33 2,939,491 17.977.76
Mar-03 3,075,648  0.022595348 69,495.34 2,887,703 17,706.76
Apr-03 2,464,293  0.022595348 55,681.56 2,849,416 17,394.80
May-03 2,647,756  0.022595348 59,826.96 2,806,753 17,164.17
Jun-03 2,982,262  0.022595348 67,385.25 2,756,275 16,907.18
Jul-03 3,166,315  0.022595348 71,543.99 2,701,334 16,603.11
Aug-03 3,248,394  0.022595348 73,398.60 2,644,208 16,272.16
Sep-03 2,833,417 0.022595348 64,022.04 2,596,114 15,928.05
Oct-03 2,617,835  0.022595348 59,150.90 2,552,601 15,638.34
Nov-03 2,764,706  0.022595348 62,469.49 2,505,508 15,376.23
Dec-03 2,916,538  0.022595348 65,900.19 2,454,700 15,092.55
34,656,536
Jan-04 3,177.900  0.022595348 71,805.75 2,397,681 14,786.50
Feb-04 2,808,988  0.022595348 63,470.06 2,348,654 14,443.03
Mar-04 3,100,253 0.022585348 70,051.30 2,292,750 14,147.70
Apr-04 2,484,007  0.022595348 56,127.01 2,250,434 13,810.96
May-04 2668938  0.022595248 60,305.58 2,203,685 13,556.05
Jun-04 3,006,120  0.022595348 67,924.33 2,149,035 13,274.45
Jul-04 3,191,646 0.022595348 72,116.34 2,089,864 12,945.25
Aug-04 3,274,381 (0.022595348 73,985.79 2,028,467 12,588.82
Sep-04 2,856,084  0.022595348 64,534.22 1,976,152 12,218.98
Oct-04 2,638,778 0.022595348 59,624.10 1,928,431 11,903.84
Nov-04 2,786,824 0.022595348 62,969.25 1,877,079 11,616.39
Dec-04 2,939,870 0.022595348 66,427.39 1,821,958 11,307.05
34,033,789
Jan-05 3,203,323  0.022595348 72,380.19 1,760,553 10,975.02
Feb-05 2,831,460 0.022595348 63,977.82 1,707,180 10,605.13
Mar-05 3,125,055 0.022595348 70,611.71 1,646,852 10,283.63
Apr-05 2,503,879 0.022595348 56,576.03 1,600,196 9,920.23
May-05 2,690,289 0.022595348 60,788.03 1,549,048 9,639.18
" Jun-05 3,030,169 0.022595348 68,467.72 1,489,911 0,331.08
Jul-05 - 3,217,179 0.022595348 72,693.27 1,426,193 8,974.85
Aug-05 3,300,576 0.022595348 7457767 1,360,206 8,591.03
Sep-05 2,878,933  (.022585348 65,050.49 1,303,349 8,193.54
Oct-06 2,659,888  0.022595348 60,101.10 1,251,089 7,851.05
Nov-0% 2,809,118 0.022595348 63,473.00 1,195,162 7.536.31
Dec-0% 2,963,386  0.022595348 66,958.81 1,135,403 7,199.36
35,213,259
Jan-06 3,228,949 0.022595348 72,858.23 1,069,283 6,839.38
Feb-06 2,854,112 0.022595348 64,489.64 1,011,234 6,441.09
Mar-06 3,150,056  0.022595348 71,176.60 946,149 6,091.42
Apr-06 2,523,910  0.022535348 57,028.63 894,820 5,699.37
May-06 2,711,812 0.022595348 61,274.33 838,936 5,390.17
Jun-06 3,054,410  0.022595348 69,015.46 774,974 5,053.54
Jul-06 3,242,916 0.022595348 73,274.82 706,367 4,668.25
Aug-08 3,326,981 0.022595348 75,174.29 635,448 4,254.98-
Sep-06 2,901,964  0.022595348 65,570.89 573,705 3,827.78
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Table 1.

CTC Calcutation - Pre Tax Discount Rate

CTC Trued up tax (GRT) cTC Discount Rate (APR) Monthly Rate
$0.0236 $0.0226 7.4700% 0.6024%
=Prev Mth Strd + Return  =Disc Rate/Mth x Curnt Mth
=CTC x Sales on Unrecovered - CTC Rev Unrecovered stranded
month Sales(Mwh) CTC Rate Total CTC Revenue Unrecovered Stranded Return on Unrecovered
Qct-06 2,681,167 0.022585348 60,581.91 516,579 3,455.85
Nov-06 2,831,591 0.022595348 63,980.79 455,710 3,111.74
Dec-06 2,987,096  0.022595348 67,494.48 390,960 2,745.08
35,494,965
Jan-07 3,254,781 0.022595348 73,542.81 319,772 2,355.05
Feb-07 2,876,944 0.022595348 65,005.56 256,693 1,926.23
Mar-07 3,175,256 0.022595348 71,746.02 186,493 1,546.26
Apr-07 2,544,102 0.022595348 57,484.86 130,132 1,123.39
May-07 2,733,506 0.022595348 61,764.52 69,151 783.88
Jun-07 3,078,846 0.022595348 £9,567.59 0 416.55
17,663,435
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Table 2 .

CTC Calculation- After Tax Discount Rate

CTC Trued up tax (GRT) CTC Discount Rate (APR) Monthly Rate
$0.02104 $0.02011 4.2990% 0.3583%
=Prev Mth Strd + Return  =Disc Rate/Mth x Curnt Mth
=CTC x Sales on Unrecovered - CTC Rev  Unrecovered stranded
month Sales{Mwh) CTC Rate Total CTC Revenue  Unrecovered Stranded Return on Unrecovered
4,935,000

Jan-99 3,053,778 0.020114605 61,425.54 4,891,254 17,679.64
Feb-99 2,699,276 0.020114805 54,294 .86 4,854,482 17,522.92
Mar-99 2,979,165 0.020114605 £50,924.72 4,811,949 17,391.18
Apr-99 2,386,988 0.020114605 48,013.32 4,781,174 17,238.81
May-99 2,564,695 0.020114605 51,587.84 4,746,715 17,128.56
Jun-89 2,888,708 0.020114605 58,105.22 4,705,815 17,005.11
Jul-99 3,066,088 0.020114605 61,691.24 4,660,781 16,857.86
Aug-99 3,146,492 0.020114605 63,290.44 4,614,188 16,697.25
Sep-99 2,744,532 0.020114605 55,205.18 4,575,513 16,530.33
Oct-99 2,535,713 0.020114605 51,004.87 ’ 4,540,900 16,391.78
Nov-99 2,677,977 0.020114605 53,866.45 4,503,302 16,267.77
Dec-99 2,825,046 0.020114605 56,824.68 4 462,610 16,133.08

33,569,357
Jan-00 3,078,202 0.020114605 61,916.95 4,416,680 15,987.30
Feb-00 2,720,870 0.020114605 54,729.22 4 377,774 15,822.76
Mar-00 3,002,998 0.020114605 60,404.12 4,333,053 15,683.37
Apr-00 2,406,084 0.020114605 48,397.42 4,300,179 15,523.16
May-00 2,585,213 (.020114605 52,000.54 4,263,584 15,405.39
Jun-Q0 2,911,818 0.020114605 58,570.06 4,220,288 15,274.29
Jul-00 3,091,523 0.020114605 62,184.77 4,173,222 15,119:18
Aug-00 3,171,664 0.020114605 63,796.76 4,124,376 14,850.57
Sep-00 2,766,489 0.020114605 55,646.82 4,083,505 14,775.58
Oci-00 2,555,999 0.020114605 51,412.91 4,046,721 14,629.16
Nov-00 2,699,401 0.020114605 54,297.38 4,008,921 14,497.38 -
Dec-00 2,847,646 0.0201148605 57,279.28 3,963,997 14,354.79

33,837,912 '
Jan-01 3,102,834 0.020114605 62,412.28 3,915,785 14,201.02
Feb-01 2,742,637 0.020114605 55,167.05 3,874,647 14,028.30
Mar-01 3,027,022 0.020114605 60,887.35 3,827,640 13,880.92
Apr-01 2,425,332 0.020114605 48,784.60 3,782,568 13,712.52
May-01 2,605,895 0.020114605 52,416.54 3,753,738 13,586.88
Jun-01 2.035112 0.020114605 50,038.62 3,708,148 13,447.77
Jul-01 3,116,256 0.020114605 62,682.25 3,658,750 13,284.44
Aug-01 3,197,037 0.020114605 64,307.14 3,607,550 ' 13,107.47
Sep-01 2,788,620 0.020114605 56,092.00 3,564,382 12,924.05
Oct-01 2,576,447 0.020114605 51,824.22 3,625,327 12,769.40
Nov-01 2,720,996 0.020114605 54,731.76 3,483,225 12,629.49
Dec-01 2,870,427 0.020114805 57,737.51 3,437,966 12,478.65

34,108,616
Jan-02 3,127,657 0.020114605 62,911.58 3,387,371 12,316.51
Feb-02 2,764,578 0.020114605 55,608.39 3,343,898 12,135.26
Mar-02 3,051,238 0.020114605 61,374.45 3,294,503 11,979.51
Apr-02 2,444,735 0.020114605 49,174.88 3,257,131 11,802.56
May-02 2,626,742 0.020114605 52,835.88 3,215,964 11,668.67
Jun-02 2,958,593 0(.020114605 59,510.93 3,167,974 11,521.19
Jul-02 3,141,186 0.020114805 63,183.71 3,116,139 11,349.27
Aug-02 3,222,613 0.020114605 64,821.59 3,062,481 11,163.57

Appendix |

Page 4 of 6



Table 2 ' .

© CTC Calculation- After Tax Discount Rate

CTC Trued up tax (GRT) CcTC Discount Rate (APR) Monthly Rate
$0.02104 $0.02011 4.2990% 0.3583%
=Prev Mth Strd + Return  =Disc Rate/Mth x Cumt Mth
=CTC x Sales on Unrecovered - CTC Rev  Unrecovered stranded
month Sales{Mwh) CTC Rate Total CTC Revenue  Unrecovered Stranded Return on Unrecovered
Sep-02 ‘ 2,810,929 0.020114605 56,540.73 3,016,912 - 10,971.34
Oct-02 2,697,089 0.020114605 52,238.81 2,975,481 10,808.09
Nov-02 2,742,764 0.020114605 55,169.61 2,930,971 10,659.66
Dec-02 2,893,391 0.020114605 - 58,199.41 2,883,272 10,500.20
34,381,484
Jan-03 3,152,678 0.020114605 63,414.87 2,830,186 10,329.32
Feb-03 2,786,624 0.020114605 56,053.26 2,784,272 10,139.14
Mar-03 3,075,648 0.020114605 61,865.44 2,732,382 9,974.66
Apr-03 2,484,293 0.020114605 49,568.28 2,692,602 9,788.76
May-03 2,647,756 0.020114605 53,258.56 2,648,990 9,646.25
Jun-03 2,982,262 0.020114605 59,987.02 2,598,493 9,490.01
Jul-03 3,166,315 0.020114605 63,689.18 2,544,113 9,309.10
Aug-03 3,248,394 0.020114805 65,340.17 2,487,887 9,114 .28
Sep-03 2,833,417 0.020114605 56,993.06 2,439,807 8,912.85
Oct-03 2,617,835 0.020114605 52,656.72 2,395,890 8,740.61
Nov-03 2,764,706 0.020114605 55,610.97 2,348,863 8,583.28
Dec-03 2,916,538 0.020114605 58,665.01 2,298,613 8,414.80
34,656,536
Jan-04 3,177,900 0.020114605 63,922.19 2,242,925 8,234.78
Feb-04 2,808,988 0.020114605 56,501.68 2,194,459 8,035.28
Mar-04 3,100,253 0.020114605 62,360.37 2,139,960 7,861.65
Apr-04 2,484,007 0.620114605 40,964.83 2,097 662 7,666.41
May-04 2,668,938 0.020114605 53,684.63 2,051,492 7,514.87
Jun-04 3,006,120 0:020114605 60,466.92 1,998,374 7,349.47
Jul-04 3,191,646 0.0201148605 64,198.69 1,941,335 7,159.18
Aug-04 3,274,381 0.020114605 65,862.89 1,882,427 6,954.83
Sep-04 2,856,084 0.020114605 57,449.00 1,831,722 6,743.79
Oct-04 2,638,778 0.020114605 53,077.97 1,785,206 6,562.14
Nov-04 2,786,824 0.020114605 56,055.86 - 1,735,545 6,395.50
Dec-04 2939870 0.020114605 58,134.33 1,682,629 6,217.59
34,033,789 '
Jan-05 3,203,323 0.020114605 64,433.57 1,624,223 6,028.02
Feb-05 2,831,460 0:020114805 56,953.70 1,573,088 5,818.78
Mar-05 : 3,125,055 0.020114605 62,859.25 1,515,865 5,635.59
Apr-05 2,503,879 0.020114605 50,364.54 1,470,931 5,430.58
May-05 2,690,289 0:020114605 54,114.11 1,422,086 5,269.61
Jun-05 3,030,169 0.020114605 60,950.65 1,366,230 5,094.82
Jul-05 3,217,179 0.020114605 64,712.28 1,306,412 4,894.52
Aug-05 3,300,576 0.020114605 66,389.79 1,244,703 4,680.22
Sep-05 2:878,933 0.020114605 57,908.60 1,191,253 4,459.15
Oct-05 2,659,888 0.020114605 53,502.60 1,142,018 4,267.66
Nov-05 2,809,118 0.020114605 56,504.30 1,089,605 4,091.28
Dec-05 2,963,389 0.020114605 59,607.40 1,033,901 3,903.51
35,213,259
Jan-06 3,228,949 0.020114605 64,949.04 972,656 ’ 3,703.95
Feb-06 2,854,112 0.020114605 57,409.33 918,732 348454
Mar-06 3,150,056 0.020114605 63,362.13 858,661 3,291.36
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Table 2

CTC Calculation- After Tax Discount Rate

CTC Trued up tax (GRT) CTC Discount Rate (APR) Monthly Rate
$0.02104 $0.02011 4.2990% 0.3583%
=Prev-Mth Strd + Return  =Disc Rate/Mth x Curnt Mth
=CTC x Sales on Unrecovered - CTC Rev  Unrecovered stranded
month Sales(Mwh) CTC Rate Total CTC Revenue  Unrecovered Stranded Return on Unrecovered
Apr-08 2,523,410 0.020114605 50,767.46 810,969 3,076.15
May-06 2,711,812 0.020114605 54,547.02 759,328 2,905.30
Jun-06 3,054,410 0.020114605 61,438.26 700,610 2,720.29
Jul-06 3,242,916 0.020114605 65,229.98 637,890 2,509.93
Aug-08 3,326,081 0.020114605 66,920.91 573,254 2,285.24
Sep-06 2,901,964 0.020114605 58,371.87 516,936 2,053.68
Oct-06 2,681,167 0.020114605 53,830.62 464,857 1,851.92
Nov-06 2,831,591 0.020114605 56,956.34 409,566 1,665.35
Dec-06 2,987,096 0.020114605 60,084.26 350,949 1,467.27
35,494,965
Jan-07 3,254,781 0.020114605 65,468.63 286,738 1,257.28
Feb-07 2,876,944 0.020114605 57,868.60 229,896 1,027.24
Mar-07 3,175,256 0.020114605 . 63,869.02 166,851 823.60
Apr-07 2,544,102 0.020114605 51,173.60 116,275 597.74
May-07 2,733,506 0.020114605 54,983.40 61,708 416.56
Jun-07 3,078,846 0.020114605 61,929.76 0 221.07
17,663,435
Appendix |

Page 6 of 6



O:alifornia Code of Conduct .

Affiliate Transaction Rules

I. Definitions

Unless the context otherwise requires, the following definitions govern the construction
of these Rules:

A. “Affiliate” means any person, corporation, utility, partnership, or other entity 5 per
cent or more of whose outstanding securities are owned, controlled, or held with
power to vote, directly or indirectly either by a utility or any of its subsidiaries, or by
that utility’s controlling corporation and/or any of its subsidiaries as well as any
company in which the utility, its controlling corporation, or any of the utility’s
affiliates exert substantial control over the operation of the company and/or indirectly
have substantial financial interests in the company exercised through means other
than ownership. For purposes of these Rules, “ substantial control” includes, but is
not limited to, the possession, directly or indirectly and whether acting alone or in
conjunction with others, of the authority to direct or cause the direction of the
management or policies of a company. A direct or indirect voting interest of 5% or
more by the utility in an entity’s company creates a rebuttable presumption of control.

For purposes of this Rule, “affiliate” shall include the utility’s parent or holding
company, or any company which directly or indirectly owns, controls, or holds the
power to vote 10% or more of the outstanding voting securities of a utility (holding
company), to the extent the holding company is engaged in the provision of products
or services as set out in Rule II B. However, in its compliance plan filed pursuant to
Rule VI, the utility shall demonstrate both the specific mechanism and procedures
that the utility and holding company have in place to assure that the utility is not
utilizing the holding company or any of its affiliates not covered by these Rules as a
conduit to circumvent any of these Rules. Examples include but are not limited to
specific mechanisms and procedures to assure the Commission that the utility will not
use the holding company or another utility affiliate not covered by these Rules as a
vehicle to (1) disseminate information transferred to them by the utility to an affiliate
covered by these Rules in contravention of these Rules, (2) provide services to its
affiliates covered by these Rules in contravention of these Rules or (3) to transfer
employees to its affiliates covered by these Rules in contravention of these Rules. In
the compliance plan, a corporate officer from the utility and holding company shall
verify the adequacy of these specific mechanisms and procedures to ensure that the
utility is not utilizing the holding company or any of its affiliates not covered by these
Rules as a conduit to circumvent any of these Rules.

Regulated subsidiaries of a utility, defined as subsidiaries of a utility, the revenues
and expenses of which are subject to regulation by the Commission and are inciuded
by the Commission in establishing rates for the utility, are not included within the
definition of affiliate. However, these Rules apply to all interactions any regulated
subsidiary has with other affiliated entities covered by these rules.
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‘. California Code of Conduct .

B. “Commission” means the California Public Utilities Commission or its succeeding
state regulatory body.

C. “Customer” means any person or corporation, as defined in Sections 204, 205 and
206 of the California Public Utilities Code, that is the ultimate consumer of goods and
services.

D. “Customer Information” means non-public information and data specific to a utility
customer which the utility acquired or developed in the course of its provision of
utility services.

E. ”FERC” means the Federal Energy Regulatory Commission.

F. “Fully Loaded Cost” means the direct cost of good or service plus all applicable
indirect charges and overheads.

G. “Utility” means any public utility subject to the jurisdiction of the Commission as an
Electrical Corporation or Gas Corporation, as defined in California Public Utilities
Code Sections 218 and 222.

Il. Applicability

A. These Rules shall apply to California public utility gas corporations and California
public utility electrical corporations, subject to regulation by the California Public
Utilities Commission.

B. For purposes of a combined gas and ¢lectric utility, these Rules apply to all utility
transactions with affiliates engaging in the provision of a product that uses gas or
electricity or the provision of services that relate to the use of gas or electricity, unless
specifically exempted below. For purposes of an electric utility, these Rules apply to
all utility transactions with affiliates engaging in the provision of a product that uses
electricity or the provision of services that
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relate to the use of electricity. For purposes of a gas utility, these Rules apply to all
utility transactions with affiliates engaging in the provision of a product that uses gas
or the provision of services that relate to the use of gas.

. These Rules apply to transactions between a Commission-regulated utility and
another affiliated utility, unless specifically modified by the Commission in
addressing a separate application to merge or otherwise conduct joint ventures related
to regulated services.

. These rules do not apply to the exchange of operating information, including the
disclosure of customer information to its FERC-regulated affiliate to the extent such
information is required by the affiliate to schedule and confirm nominations for the
interstate transportation of natural gas, between a utility and its FERC-regulated
affiliate, to the extent that the affiliate operates an interstate natural gas pipeline.

. Existing Rules: Existing Commission rules for each utility and its parent holding
company shall continue to apply except to the extent they conflict with these Rules.
In such cases, these Rules shall supersede prior rules and guidelines, provided that
nothing herein shall preclude (1) the Commission from adopting other utility-specific
guidelines; or (2) a utility or its parent holding company from adopting other utility-
specific guidelines, with advance Commission approval.

. Civil Relief: These Rules shall not preclude or stay any form of civil relief, or rights
or defenses thereto, that may be available under state or federal law.

. Exemption (Advice Letter): A Commission-jurisdictional utility may be exempted
from these Rules if it files an advice letter with the Commission requesting
exemption. The utility shall file the advice letter within 30 days after the effective
date of this decision adopting these Rules and shall serve it on all parties to this
proceeding. In the advice letter filing, the utility shall:

1. Attest that no affiliate of the utility provides services as defined by Rule II B
above; and |

2. Attest that if an affiliate is subsequently created which provides services as
defined by Rule II B above, then the utility shall:

a. - Notify the Commission, at least 30 days before the affiliate begins to provide
services as defined by Rule II B above, that such an affiliate has been created,
notification shall be accomplished by means of a
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letter to the Executive Director, served on all parties to this proceeding; and
b. Agree in this notice to comply with the Rules in their entirety.

H. Limited Exemption (Application): A California utility which is also a multi-state
utility and subject to the jurisdiction of other state regulatory commissions, may file
an application, served on all parties to this proceeding, requesting a limited exemption
from these Rules or a part thereof, for transactions between the utility solely in its
capacity serving its jurisdictional areas wholly outside of California, and its affiliates.
The applicant has the burden of proof.

I. These Rules should be interpreted broadly, to effectuate our stated objectives of
fostering competition and protecting consumer interests. If any provision of these
Rules, or the application thereof to any person, company, or circumstance, 1s held
invalid, the remainder of the Rules, or the application of such provision to other
persons, companies, or circumstances, shall not be affected thereby.

lll. Nondiscrimination

A. No Preferential Treatment Regarding Services Provided by the Utility: Unless
otherwise authorized by the Commission or the FERC, or permitted by these Rules, a
utility shall not:

1. represent that, as a result of the affiliation with the utility, its affiliates or
customers of its affiliates will receive any different treatment by the utility than
the treatment the utility provides to other, unaffiliated companies or their
customers; or

2. provide its affiliates, or customers of its affiliates, any preference (including but
not limited to terms and conditions, pricing, or timing) over non-affiliated
suppliers or their customers in the provision of services provided by the utility.

B. Affiliate Transactions: Transactions between a utility and its affiliates shall be
limited to tariffed products and services, the sale or purchase of goods, property,
products or services made generally available by the utility or affiliate to all market
participants through an open, competitive bidding process, or as provided for in
Sections V D and V E (joint purchases and corporate support) and Section VII (new
products and services) below, provided the transactions provided for in Section VII
comply with all of the other adopted Rules.
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1. Provision of Supply, Capacity, Services or Information: Except as provided
for in Sections V D, V E, and VII, provided the transactions provided for in
Section VII comply with all of the other adopted Rules, a utility shall provide
access to utility information, services, and unused capacity or supply on the same
terms for all similarly situated market participants. If a utility provides supply,
capacity, services, or information to its affiliate(s), it shall contemporaneously
make the offering available to all similarly situated market participants, which
include all competitors serving the same market as the utility’s affiliates.

2. Offering of Discounts: Except when made generally available by the utility
through an open, competitive bidding process, if a utility offers a discount or
waives all or any part of any other charge or fee to its affiliates, or offers a
discount or waiver for a transaction in which its affiliates are involved, the utility
shall contemporaneously make such discount or waiver available to all similarly
situated market participants. The utilities should not use the “similarly situated”
qualification to create such a unique discount arrangement with their affiliates
such that no competitor could be considered similarly situated. All competitors
serving the same market as the utility’s affiliates should be offered the same
discount as the discount received by the affiliates. A utility shall document the
cost differential underlying the discount to its affiliates in the affiliate discount
report described in Rule III F 7 below.

3. Tariff Discretion: If a tariff provision allows for discretion in its application, a
utility shall apply that tariff provision in the same manner to its affiliates and
other market participants and their respective customers.

4. No Tariff Discretion: If a utility has no discretion in the application of a tariff
provision, the utility shall strictly enforce that tariff provision.

5. Processing Requests for Services Provided by the Utility: A utility shall
process requests for similar services provided by the utility in the same manner
and within the same time for its affiliates and for all other market participants and
their respective customers.

. Tying-of Services Provided by a Utility Prohibited: A utility shall not condition or
otherwise tie the provision of any services provided by the utility, nor the availability
of discounts of rates or other charges or fees, rebates, or waivers of terms and
conditions of any services provided by the utility, to the taking of any goods or
services from its affiliates.
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D. No Assignment of Customers: A utility shall not assign customers to which it
currently provides services to any of its affiliates, whether by default, direct
assignment, option or by any other means, unless that means is equally available to all
competitors.

E. Business Development and Customer Relations: Except as otherwise provided by
these Rules, a utility shall not:

1. provide leads to its affiliates;

2. solicit business on behalf of its affiliates;

3. acquire information on behalf of or to provide to its affiliates;

4. share market analysis reports or any other types of proprietary or non-publicly
available reports, including but not limited to market, forecast, planning or

strategic reports, with its affiliates;

5. request authorization from its customers to pass on customer information
exclusively to its affiliates;

6. give the appearance that the utility speaks on behalf of its affiliates or that the
customer will receive preferential treatment as a consequence of conducting
business with the affiliates; or

7. give any appearance that the affiliate speaks on behalf of the utility.

F. Affiliate Discount Reports: If a utility provides its affiliates a discount, rebate, or
other waiver of any charge or fee associated with services provided by the utility, the
utility shall, within 24 hours of the time at which the service provided by the utility is
50 provided, post a notice on its electronic bulletin board providing the following
information:

1. the name of the affiliate involved in the transaction;

2. the rate charged,

3. the maximum rate;

e

the time period for which the discount or waiver applies;
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5. the quantities involved in the transaction;
6. the delivery points involved in the transaction;
7. any conditions or requirements applicable to the discount or waiver, and a
documentation of the cost differential underlying the discount as required in Rule
III B 2 above; and

8. procedures by which a nonaffiliated entity may request a comparable offer.

A utility that provides an affiliate a discounted rate, rebate, or other waiver of a charge or fee
associated with services provided by the utility shall maintain, for each billing period, the
following information:

9. the name of the entity being provided services provided by the utility in the
transaction; )

10. the affiliate’s role in the transaction (i.e., shipper, marketer, supplier, seller);
11. the duration of the discount or waiver;

12. the maximum rate;

13. the rate or fee actually charged during the billing period; and

14. the quantity of products or services scheduled at the discounted rate during the
billing period for each delivery point.

All records maintained pursuant to this provision shall also conform to FERC rules where
applicable,

IV. Disclosure and Information

A. Customer Information: A utility shall provide customer information to its affiliates
and unaffiliated entities on a strictly non-discriminatory basis, and only with prior
affirmative customer written consent.

B. Non-Customer Specific Non-Public Information: A utility shall make non-
customer specific non-public information, including but not limited to information
about a utility’s natural gas or electricity purchases, sales, or
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operations or about the utility’s gas-related goods or services, electricity-related
goods or services, available to the utility’s affiliates only if the utility makes that
information contemporaneously available to all other service providers on the same
terms and conditions, and keeps the information open to public inspection. Unless
otherwise provided by these Rules, a utility continues to be bound by all
Commission-adopted pricing and reporting guidelines for such transactions. Ultilities
are also permitted to exchange proprietary information on an exclusive basis with
their affiliates, provided the utility follows all Commission-adopted pricing and
reporting guidelines for such transactions, and it is necessary to exchange this
information in the provision of the corporate support services permitted by Rule V E
below. The affiliate’s use of such proprietary information is limited to use in
conjunction with the permitted corporate support services, and is not permitted for
any other use. Nothing in this Rule precludes the exchange of information pursuant
to D.97-10-031.

C. Service Provider Information;

1. Except upon request by a customer or as otherwise authorized by the
Commission, a utility shall not provide its customers with any list of service
providers, which includes or identifies the utility’s affiliates, regardless of whether
such list also includes or identifies the names of unaffiliated entities.

2. Ifa customer requests information about any affiliated service provider, the utility
shall provide a list of all providers of gas-related, electricity-related, or other
utility-related goods and services operating in its service territory, including its
affiliates. The Commission shall authorize, by semi-annual utility advice letter
filing, and either the utility, the Commission, or a Commission-authorized third
party provider shall maintain on file with the Commission a copy of the most
updated lists of service providers which have been created to disseminate to a
customer upon a customer’s request. Any service provider may request that it be
included on such list, and, barring Commission direction, the utility shall honor
such request. Where maintenance of such list would be unduly burdensome due
to the number of service providers, subject to Commission approval by advice
letter filing, the utility shall direct the customer to a generally available listing of
service providers (e.g., the Yellow Pages). In such cases, no list shall be
provided. The list of service providers should make clear that the Commission
does not guarantee the financial stability or service quality of the service providers
listed by the act of approving this list.

D. Supplier Information: A utility may provide non-public information and data which
has been received from unaffiliated suppliers to its affiliates or non-affiliated entities
only if the utility first obtains written affirmative authorization to do so from the
supplier. A utility shall not actively solicit the release of such information
exclusively to its own affiliate in an effort to keep such information from other
unaffiliated entities.
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E. Affiliate-Related Advice or Assistance: Except as otherwise provided in these
Rules, a utility shall not offer or provide customers advice or assistance with regard to
its affiliates or other service providers.

F. Record-Keeping: A utility shall maintain contemporaneous records documenting all
tariffed and nontariffed transactions with its affiliates, including but not limited to, all
waivers of tariff or contract provisions and all discounts. A utility shall maintain such
records for a minimum of three years and longer if this Commission or another
government agency so requires. The utility shall make such records available for
third party review upon 72 hours’ notice, or at a time mutually agreeable to the utility
and third party.

If D.97-06-110 is applicable to the information the utility seeks to protect, the utility
should follow the procedure set forth in D.97-06-110, except that the utility should
serve the third party making the request in a manner that the third party receives the
utility’s D.97-06-110 request for confidentiality within 24 hours of service.

G. Maintenance of Affiliate Contracts and Related Bids: A utility shall maintain a
record of all contracts and related bids for the provision of work, products or services
to and from the utility to its affiliates for no less than a period of three years, and
longer if this Commission or another government agency so requires.

H. FERC Reporting Requirements: To the extent that reporting rules imposed by the
FERC require more detailed information or more expeditious reporting, nothing in
these Rules shall be construed as modifying the FERC rules.

V. Separation

A. Corporate Entities: A utility and its affiliates shall be separate corporate entities.
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. Books and Records: A utility and its affiliates shall keep separate books and
records.

1. Ultility books and records shall be kept in accordance with applicable Uniform
System of Accounts (USOA) and Generally Accepted Accounting Procedures
(GAAP). :

2. The books and records of affiliates shall be open for examination by the
Commission and its staff consistent with the provisions of Public Utilities Code
Section 314.

. Sharing of Plant, Facilities, Equipment or Costs: A utility shall not share office
space, office equipment, services, and systems with its affiliates, nor shall a utility
access the computer or information systems of its affiliates or allow its affiliates to
access its computer or information systems, except to the extent appropriate to
perform shared corporate support functions permitted under Section V E of these
Rules. Physical separation required by this rule shall be accomplished preferably by
having office space in a separate building, or, in the alternative, through the use of
separate elevator banks and/or security-controlled access. This provision does not
preclude a utility from offering a joint service provided this service is authorized by
the Commission and is available to all non-affiliated service providers on the same
terms and conditions (e.g., joint billing services pursuant to D.97-05-039).

. Joint Purchases: To the extent not precluded by any other Rule, the utilities and
their affiliates may make joint purchases of good and services, but not those
associated with the traditional utility merchant function. For purpose of these Rules,
to the extent that a utility is engaged in the marketing of the commodity of electricity
or natural gas to customers, as opposed to the marketing of transmission and
distribution services, it is engaging in merchant functions. Examples of permissible
joint purchases include joint purchases of office supplies and telephone services.
Examples of joint purchases not permitted include gas and electric purchasing for
resale, purchasing of gas transportation and storage capacity, purchasing of electric
transmission, systems operations, and marketing. The utility must insure that all joint
purchases are priced, reported, and conducted in a manner that permits clear
identification of the utility and affiliate portions of such purchases, and in accordance
with applicable Commission allocation and reporting rules.
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E. Corporate Support: As a general principle, a utility, its parent holding company, or
a separate affiliate created solely to perform corporate support services may share
with its affiliates joint corporate oversight, governance, support systems and
personnel. Any shared support shall be priced, reported and conducted in accordance
with the Separation and Information Standards set forth herein, as well as other
applicable Commission pricing and reporting requirements.

As a general principle, such joint utilization shall not allow or provide a means for the
transfer of confidential information from the utility to the affiliate, create the
opportunity for preferential treatment or unfair competitive advantage, lead to
customer confusion, or create significant opportunities for cross-subsidization of
affiliates. In the compliance plan, a corporate officer from the utility and holding
company shall verify the adequacy of the specific mechanisms and procedures in
place to ensure the utility follows the mandates of this paragraph, and to ensure the
utility is not utilizing joint corporate support services as a conduit to circumvent these
Rules.

Examples of services that may be shared include: payroll, taxes, shareholder services,
insurance, financial reporting, financial planning and analysis, corporate accounting,
corporate security, human resources (compensation, benefits, employment policies),
employee records, regulatory affairs, lobbying, legal, and pension management.

Examples of services that may not be shared include: employee recruiting,
engineering, hedging and financial derivatives and arbitrage services, gas and electric
purchasing for resale, purchasing of gas transportation and storage capacity,
purchasing of electric transmission, system operations, and marketing.

F. Corporate Identification and Advertising:

1. A utility shall not trade upon, promote, or advertise its affiliate’s affiliation with
the utility, nor allow the utility name or logo to be used by the affiliate or in any
material circulated by the affiliate, unless-it discloses in plain legible or audible
language, on the first page or at the first point where the utility name or logo
appears that:

a. the affiliate “is not the same company as [i.e. PG&E, Edison, the Gas
Company, etc.], the utility,”;

b. the affiliate is not regulated by the California Public Utilities Commission;
and

¢. “youdo not have to buy [the affiliate’s] products in order to continue to
receive quality regulated services from the utility.”
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The application of the name/logo disclaimer is limited to the use of the name or
logo in California.

A utility, through action or words, shall not represent that, as a result of the
affiliate’s affiliation with the utility, its affiliates will receive any different
treatment than other service providers.

A utility shall not offer or provide to its affiliates advertising space in utility
billing envelopes or any other form of utility customer written communication
unless it provides access to all other unaffiliated service providers on the same
terms and conditions.

A utility shall not participate in joint advertising or joint mairketing with its
affiliates. This prohibition means that utilities may not engage in activities
which include, but are not limited to the following:

a. A utility shall not participate with its affiliates in joint sales calls, through
joint call centers or otherwise, or joint proposals (including responses to
requests for proposals (RFPs)) to existing or potential customers. Ata
customer’s unsolicited request, a utility may participate, on a
nondiscriminatory basis, in non-sales meetings with its affiliates or any
other market participant to discuss technical or operational subjects
regarding the utility’s provision of transportation service to the customer;

b. Except as otherwise provided for by these Rules, a utility shall not
participate in any joint activity with its affiliates. The term “joint
activities” includes, but is not limited to, advertising, sales, marketing,
communications and correspondence with any existing or potential
customer;

c. A utility shall not participate with its affiliates in trade shows, conferences,
or other information or marketing events held in California. .
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5. A utility shall not share or subsidize costs, fees, or payments with its affiliates
associated with research and development activities or investment in advanced
technology research.

G. Employees:

1. Except as permitted in Section V E (corporate support), a utility and its affiliates
shall not jointly employ the same employees. This Rule prohibiting joint
employees also applies to Board Directors and corporate officers, except for the
following circurnstances: In instances when this Rule is applicable to holding
companies, any board member or corporate officer may serve on the holding
company and with either the utility or affiliate (but not both). Where the utility is
a multi-state utility, is not 2 member of a holding company structure, and assumes
the corporate governance functions for the affiliates, the prohibition against any
board member or corporate officer of the utility also serving as a board member or
corporate officer of an affiliate shall only apply to affiliates that operate within
California. In the case of shared directors and officers, a corporate officer from
the utility and holding company shall verify in the utility’s compliance plan the
adequacy of the specific mechanisms and procedures in place to ensure that the
utility is not utilizing shared officers and directors as a conduit to circumvent any
of these Rules.

2. All employee movement between a utility and its affiliates shall be consistent
with the following provisions:

a. A utility shall track and report to the Commission all employee movement
between the utility and affiliates. The utility shall report this information
annually pursuant to our Affiliate Transaction Reporting Decision, D.93-02-
016, 48 CPUC2d 163, 171-172 and 180 (Appendix A, Section [ and Section
II H.).

b. Once an employee of a utility becomes an employee of an affiliate, the
employee may not return to the utility for a period of one year. This Rule i1s
inapplicable if the affiliate to which the employee transfers goes out of
business during the one-year period. In the event that such an employee
returns to the utility, such employee cannot be retransferred, reassigned, or
otherwise employed by the affiliate for a period of two years. Employees
transferring from the utility to the affiliate are expressly prohibited from
using information gained from the utility in a discriminatory or exclusive
fashion, to the
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benefit of the affiliate or to the detriment of other vnaffiliated service
providers.

When an employee of a utility is transferred, assigned, or otherwise
employed by the affiliate, the affiliate shall make a one-time payment to the
utility in an amount equivalent to 25% of the employee’s base annual
compensation, unless the utility can demonstrate that some lesser percentage
(equal to at least 15%) is appropriate for the class of employee included. All.
such fees paid to the utility shall be accounted for in a separate
memorandum account to track them for future ratemaking treatment (i.e.
credited to the Electric Revenue Adjustment Account or the Core and Non-
core Gas Fixed Cost Accounts, or other ratemaking treatment, as
appropriate), on an annual basis, or as otherwise necessary to ensure that the
utility’s ratepayers receive the fees. This transfer payment provision will
not apply to clerical workers. Nor will it apply to the initial transfer of
employees to the utility’s holding company to perform corporate support
functions or to a separate affiliate performing corporate support functions,
provided that that transfer is made during the initial implementation period
of these rules or pursuant to a § 851 application or other Commission
proceeding. However, the rule will apply to any subsequent transfers or
assignments between a utility and its affiliates of all covered employees at a
later time.

Any utility employee hired by an affiliate shall not remove or otherwise
provide information to the affiliate which the affiliate would otherwise be
precluded from having pursuant to these Rules.

A utility shall not make temporary or intermittent assignments, or rotations
to its affiliates.

H. Transfer of Goods and Services: To the extent that these Rules do not prohibit
transfers of goods and services between a utility and its affiliates, all such transfers
shall be subject to the following pricing provisions:

1.

Transfers from the utility to its affiliates of goods and services produced,
purchased or developed for sale on the open market by the utility will be priced at
fair market value.
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2. Transfers from an affiliate to the utility of goods and services produced,
purchased or developed for sale on the open market by the affiliate shall be priced
at no more than fair market value.

3. For goods or services for which the price is regulated by a state or federal agency,
that price shall be deemed to be the fair market value, except that in cases where
more than one state commission regulates the price of goods or services, this
Commission’s pricing provisions govern.

4. Goods and services produced, purchased or developed for sale on the open market
by the utility will be provided to its affiliates and unaffiliated companies on a
nondiscriminatory basis, except as otherwise required or permitted by these Rules
or applicable law.

5. Transfers from the utility to its affiliates of goods and services not produced,
purchased or developed for sale by the utility will be priced at fully loaded cost
plus 5% of direct labor cost.

6. Transfers from an affiliate to the utility of goods and services not produced,
purchased or developed for sale by the affiliate will be priced at the lower of fully
loaded cost or fair market value.

VI. Regulatory Oversight

A. Compliance Plans: No later than December 31, 1997, each utility shall file a
compliance plan demonstrating to the Commission that there are adequate procedures
in place that will preclude the sharing of information with its affiliates that is
prohibited by these Rules. The utility should file its compliance plan as an advice
letter with the Commission’s Energy Division and serve it on the parties to this
proceeding. The utility’s compliance plan shall be in effect between the filing and a
Commission determination of the advice letter. A utility shall file a compliance plan
annually thereafter by advice letter served on all parties to this proceeding where there
is some change in the compliance plan (i.e., when a new affiliate has been created, or
the utility has changed the compliance plan for any other reason).

B. New Affiliate Compliance Plans: Upon the creation of a new affiliate which is
addressed by these Rules, the utility shall immediately notify the Commission of the
creation of the new affiliate, as well as posting notice on its electronic bulletin board.
No later than 60 days after the creation of this affiliate, the utility shall file an advice
letter with the Energy Division of the Commission, served on the parties to this
proceeding. The advice letter shall
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demonstrate how the utility will implement these Rules with respect to the new
affiliate.

C. Affiliate Audit: No later than December 31, 1998, and every year thereafter, the
utility shall have audits prepared by independent auditors that verify that the utility is
in compliance with the Rules set forth herein. The utilities shall file this audit with
the Commission’s Energy Division beginning no later than December 31, 1998, and
serve it on all parties to this proceeding. The audits shall be at shareholder expense.

D. Witness Availability: Affiliate officers and employees shall be made available to
testify before the Commission as necessary or required, without subpoena, consistent
with the provisions of Public Utilities Code Section 314.

VII. Utility Products and Services

A. General Rule: Except as provided for in these Rules, new products and services
shall be offered through affiliates.

B. Definitions: The following definitions apply for the purposes of this section (Section
VII) of these Rules:

1.

“Category” refers to a factually similar group of products and services that use
the same type of utility assets or capacity. For example, “leases of land under
utility transmission lines” or “use of a utility repair shop for third party
equipment repair” would each constitute a separate product or service category.

“Existing” products and services are those which a utility is offering on the
effective date of these Rules.

“Products” include use of property, both real and intellectual, other than those
uses authorized under General Order 69-C.

“Tariff” or “tariffed” refers to rates, terms and conditions of services as approved
by this Commission or the Federal Energy Regulatory Commission (FERC),
whether by traditional tariff, approved contract or other such approval process as
the Commission or the FERC may deem appropriate.

C. Utility Products and Services: Except as provided in these Rules, a utility shall not
offer nontariffed products and services. In no event shall a utility
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offer natural gas or electricity commodity service on a nontariffed basis. A utility
may only offer for sale the following products and services:

1.

2.

Existing products and services offered by the utility pursuant to tariff;

Unbundled versions of existing utility products and services, with the unbundled
versions being offered on a tariffed basis;

New products and services that are offered on a tariffed basis; and

Products and services which are offered on a nontariffed basis and which meet the
following conditions:

a. The nontariffed product or service utilizes a portion of a utility asset or
capacity;

b. such asset or capacity has been acquired for the purpose of and is necessary
and useful in providing tariffed utility services;

c. the involved portion of such asset or capacity may be used to offer the product
or service on a nontariffed basis without adversely affecting the cost, quality
or reliability of tariffed utility products and services;

d. the products and services can be marketed with minimal or no incremental
capital, minimal or no new forms of liability or business risk being incurred
by the utility, and minimal or no direct management control; and

e. the utility offering is restricted to less than 1% of the number of customers in
its customer base.

D. Conditions Precedent to Offering New Products and Services: This Rule does not
represent an endorsement by the Commission of any particular nontaritfed utility
product or service. A utility may offer new nontariffed products and services only if
the Commission has adopted and the utility has established:

1.

A mechanism or accounting standard for allocating costs to each new product or
service to prevent cross-subsidization between services a utility would continue
to provide on a tariffed basis and those it would provide on a nontariffed basis;

A reasonable mechanism for treatment of benefits and revenues derived from
offering such products and services, except that in the event the Commission has
-already approved a performance-based ratemaking mechanism for the utility and
the utility seeks a different sharing mechanism, the utility should petition to
modify the performance-based ratemaking decision if it wishes to alter the
sharing mechanism, or clearly justify why this procedure is inappropriate, rather
than doing so by application or other vehicle.
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Periodic reporting requirements regarding pertinent information related to
nontariffed products and services; and

Periodic auditing of the costs allocated to and the revenues derived from
nontariffed products and services.

E. Requirement to File an Advice Letter: Prior to offering a new category of
nontariffed products or services as set forth in Section VII C above, a utility shall file
an advice letter in compliance with the following provisions of this paragraph.

1. The advice letter shall:

2.

a. - demonstrate compliance with these rules;

b. address the amount of utility assets dedicated to the non-utility venture, in
order to ensure that a given product or service does not threaten the provision
of utility service, and show that the new product or service will not result in a
degradation of cost, quality, or reliability of tariffed goods and services;

c. demonstrate that the utility has not received recovery in the Transition Cost
Proceeding, A.96-08-001, or other applicable Commission proceeding, for
the portion of the utility asset dedicated to the non-utility venture; and

d. address the potential impact of the new product or service on competition in
the relevant market.

In the absence of a protest alleging non-compliance with these Rules or any law,
regulation, decision, or Commission policy, or allegations of harm, the utility may
commence offering the product or service 30 days after submission of the advice

letter.
A protest of an advice letter filed in accordance with this paragraph shall include:

a. An explanation of the specific Rules, or any law, regulation, decision, or
Commission policy the utility will allegedly violate by offering the proposed
product or service, with reasonable factual detail; or

b. An explanation of the specific harm the protestant will allegedly suffer.

If such a protest is filed, the utility may file a motion to dismiss the protest within
5 working days if it believes the protestant has failed to provide the minimum
grounds for protest required above. The protestant has 5 working days to respond
to the motion.
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5. The intention of the Commission is to make its best reasonable efforts to rule on
such a motion to dismiss promptly. Absent a ruling granting a motion to dismiss,
the utility shall begin offering that category of products and services only after
Commission approval through the normal advice letter process.

F. Existing Offerings: Unless and until further Commission order to the contrary as a

result of the advice letter filing or otherwise, a utility that is offering tariffed or
nontariffed products and services, as of the effective date of this decision, may
continue to offer such products and services, provided that the utility complies with
the cost allocation and reporting requirements in this rule. No later than January 30,
1998, each utility shall submit an advice letter describing the existing products and
services (both tariffed and nontariffed) currently being offered by the utility and the
number of the Commission decision or advice letter approving this offering, if any,
and requesting authorization or continuing authorization for the utility’s continued
provision of this product or service in compliance with the criteria set forth in Rule
VII. This requirement applies to both existing products and services explicitly
approved and not explicitly approved by the Commission.

. Section 851 Application: A utility must continue to comply fully with the provisions

of Public Utilities Code Section 851 when necessary or useful utility property 1s sold,
leased, assigned, mortgaged, disposed of, or otherwise encumbered as part of a
nontariffed product or service offering by the utility. If an application pursuant to
Section 851 is submitted, the utility need not file a separate advice letter, but shall
include in the application those

APPENDIX IT
Page 19 of 20



o California Code of Conduct ’

items which would otherwise appear in the advice letter as required in this Rule.

. Periodic Reporting of Nontariffed Products and Services: Any utility offering
nontariffed products and services shall file periodic reports with the Commission’s
Energy Division twice annually for the first two years following the effective date of
these Rules, then annually thereafter unless otherwise directed by the Commission.
The utility shall serve periodic reports on the service list of this proceeding. The
periodic reports shall contain the followmng information:

1. A description of each existing or new category of nontariffed products and
services and the authority under which it is offered,;

2. A description of the types and quantities of products and services contained
within each category (so that, for example, “leases for agricultural nurseries at 15
sites” might be listed under the category “leases of land under utility transmission
lines,” although the utility would not be required to provide the details regarding
each individual lease);

3. The costs allocated to and revenues derived from each category; and

4. Current information on the proportion of relevant utility assets used to offer each
category of product and service.

Offering of Nontariffed Products and Services to Affiliates: Nontariffed products
and services which are allowed by this Rule may be offered to utility affiliates only in
compliance with all other provisions of these Affiliate Rules. Similarly, this Rule
does not prohibit affiliate transactions which are otherwise allowed by all other
provisions of these Affiliate Rules.

(END OF APPENDIX A)

APPENDIX II
- Page 20 of 20
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‘ L INTRODUCTION

The Office of Consumer Advocate (OCA) submits the following Comments to the
Compliance Filing of PECO Energy in the above-captioned matter. In the short time that the OCA
has had to review this massive filing, the OCA has identified a number of concerns that are listed
below. While the OCA has identified several problems with the Company’s compliance filing, the
OCA has not been able in all cases to present alternative calculations and proposals that it believes
are consistent with the Commissions Orders in this case. In some other cases, the OCA is not sure
of the Commission’s intent and therefore cannot determine whether or not the Company’s positions
are in compliance with the Commission’s Orders.

By way of introduction, however, the OCA would note as a general matter that the
overall results produced by PECO’s Compliance filing are a far cry from the results that the
Commission apparently anticipated at the time of its December 23, 1997 Order. Most importantly,
in rejecting the Partial Settlement and adopting its own plan, the Commiission concluded that PECO
should be required to offer an average “shopping credit” of 4.46 cents per kilowatt hour, with a credit
of 5.2 cents per kilowatt hour for residential customers. Order at 44. Based on these credits, the
Commission apparently concluded that ratepayers who shop for power could expect savings of more
than 15 percent on their total bill. It should be noted that those savings were estimated on the basis
of the Commission’s December 23, 1997 stranded cost calculation, and theoretically should have
increased slightly in light of the further stranded cost reduction ordered in the Commission’s
Reconsideration Order of January 16, 1998.

In contrast to the Commission’s expectations, however, the PECO Compliance Tariff
would produce an overall shopping credit of 4.16 cents per kwh and a residential credit for most

1



usage of 4.63 cents per kwh.! With that credit, a Rate R customer using 500 kwh per month would
have to purchase capacity and energy for approximately 2.5 cents per kwh in order to save more than
15 percent on their monthly bill. A 500 kwh per month residential customer would have to pay no
more than 3.2 cents per kwh in order to achieve overall bill savings of more than 10 percent.?

As set forth below, the OCA believes that it has uncovered some of the reasons for
the discrepancies between the Commission’s expected savings and the results that are produced by
the Company’s compliance filing. The OCA urges the Commission to require the Company to
correct these calculations to the extent that the Commission agrees with OCA that these calculations
are contrary to the Commission’s Orders. The OCA would also respectfully urge the Commission
to review all aspects of the Company’s filing to determine whether there are other discrepancies that
give rise to the differences between its own calculations at the time of its Order and the Company’s
calculations. As the OCA is not privy to the Commission calculations that produced the 5.2 cent
residential shopping credit and 15 percent savings estimate, the OCA does not know whether there
are other errors in the Company’s computations that may have given rise to these discrepancies and
that could have an important effect on the actual impacts on consumers of the Commission’s Orders.

Additionally, the OCA would note that during the course of the proceeding, many
important issues regarding Tariff provisions and implementation were set to be reviewed in the

Company’s Compliance Filing after the Commission had resolved disputed issues and concluded

' The 4.63 cent credit would apply on the first 500 kwh per month of Rate R customers in
June through September and on all kwh in the other cight months of the year.

* With a $5.10 monthly customer charge and a 13.05 cent per kwh bundled charge for the
first 500 kwh of usage, the current overall effective per kwh rate for a 500 kwh per month PECO
Rate R customer is approximately 14.07 cents.



some of its rulemakings. At this time, many of these issues remain unresolved and the Commission
should recognize that PECO’s Tariff language may have to change to reflect compliance with future
Commission Orders and Rulemakings. The OCA, however, has attempted to identify certain tariff
provisions that may not comply with the Commission Order, or may impede the development of a

competitive market if in place on January 1, 1999.



IL. SPECIFIC ISSUES

A. Nuclear Decommissioning Cost Adjustment

The Company, in its Compliance Filing, has sought to implement a nuclear
decommissioning cost adjustment mechanism in accordance with the Commission’s Order. Original
Tariff Page No.. 28; Commission Order at 78-80. The Nuclear Decommissioning Cost Adjustment
(NDCA) applies to all customers taking service under the Tariff. Original Tariff Page No. 28. In
its Proof of Revenues schedule, Summary of Unbundled Revenue, the Company identifies the
current NDCA as 0.07¢/kwh, based on annual decommissioning costs of $22,694 485, It is the
OCA’s understanding that the $22,694,485 represents the annual amount, to be collected over the
remaining lives of these plants, that is necessary to fully fund PECO’s obligation. It is also the
OCA’s understanding that the NDCA collection under PECO’s proposal remains in effect for the
remainder of the planE lives, or beyond the 8 and one-half year CTC recovery period.

The OCA does not dispute the Company’s calculation of the NDCA based on the
decommissioning costs approved by the Commission. The OCA submits, however, that in
establishing a separate decormmissioning funding mechanism, the Company failed to n"'lake the

corresponding adjustment to remove the decommissioning costs from the stranded cost calculation.

This results in a double counting of the nuclear decommissioning costs.

The Commission, at page 88 of its Order, adopted the OCA’s market value for
PECO’s generating units as the basis for determining PECO’s allowed utility-owned generation
stranded costs. The market value presented by the OCA was calculated by determining the market

revenue that each unit would earn after accounting for certain going-forward operating costs.



Among the operating costs for nuclear plants was the decommissioning costs for each nuclear unit.
OCA witness La Capra explained the OCA analysis as follows:

A dispatch model estimates both the amount of generation that will

be produced by each of the Company’s generating units and also the

market price of energy in each year of the analysis. To the energy

revenues are added the capacity revenues for each unit to produce the

market revenues. The energy prices are specific to each unit,

reflecting the different hours in which they are producing energy.

The going-forward costs of operating each unit are subtracted from
the market revenue in each year to produce the annual net margins.

* * *

The going forward costs also include the full amount of nuclear
decommissioning, as recommended by Mr. Catlin. .

OCA St. | at 5-6; See also, OCA St. 1, Exh. RLC-2, p.1 of 10, fn. 2. Thus, the OCA’s net market
value already included nuclear decommissioning costs as an operating expense. This expense was
reflected in calculating the market value of the units.
The Commission apparently recognized the same concept in its Order when it stated:
Similarly, we agree with PECO’s proposal that it, or its affiliate or
future owner of each plant, should be responsible for that portion of
decommissioning cost related to its remaining useful life. Post-1998
decommissioning expenses are properly reflected as future operating
expenses that affects the market value of the plants.
Commission Order at 78.
The Commission concluded, however, that it would approve PECQO’s proposal which
accounted for all nuclear decommissioning costs separately through an adjustment mechanism in
order to preserve the tax benefits associated with having such costs reflected in the regulated cost

of service. Commission Order at 79; PECO St. 3 at 16; PECO St. 3-R at 70. Under this approach,

however, the decommissioning costs must be removed from the going-forward operating costs to



arrive at the proper market value for PECO’s nuclear plants. Otherwise, decommissioning expense
will be recovered twice. This adjustment would raise the market value of the plants, and result in
a correspondingly lower stranded cost for PECO’s owned nuclear generating units.

In its determination of the $3.96 billion of market value for all of PECO’s units,
which the Commission adopled in its Order at page 88, the OCA included in its operating costs an
annual decommissioning cost of $29,162,000 for PECO’s units. On a net present value basis, the
decommissioning costs which the OCA’s analysis included in determining market value is
$305,720,985.3 As such, under the methodology which treats these costs through a separate
mechanism recovered in regulated rates, the market value of PECO’s plants should have been
increased by $305,720,985 to avoid double counting the collection of nuclear decommissioning
costs. This results in a corresponding reduction in PECQ’s stranded cost of $305,720,985. The
OCA submits that PECO should be directed to recalculate its CTC to correct for this error.

B. CTC Issues and CTC Rider

1. Introduction

The OCA has identified several possible calculational errors related to PECO’s
determination of its CTC that have the effect of overstating the CTC. From its review, the OCA has
identified the double counting of nuclear decommissioning costs discussed above; an apparent error
in the initial stranded cost amount utilized in the schedules, discussed below; and the use of a higher
return component for the recovery of stranded costs than apparently intended by the Commission,

discussed below. The OCA has had only a short time to review the detailed calculations resulting

3 This is based on the 7.53% after-tax discount rate utilized by the OCA in its market
value analysis.



in PECO’s CTC for each class. The OCA believes, however, that it has identified these possible
calculational errors that should be resolved before finalizing PECO’s CTC.

In addition, the OCA has determined that in the Company’s Proof of Revenue, a
discrepancy exists between the sales (Mwh) for the individual classes appearing on the Summary
Schedule, and the sales levels, or billing determinants used in the supporting Proof of Revenue
Schedules. For example, for Rate RH, the Summary Schedule shows sales of 2,816,47 Mwh while
the supporting schedule for the Proof of Revenue for the class is based on sales of 2,876,256 Mwh
(2,876,255,689 kwh) or a difference of about 2%. For Rate GS, the Summary shows sales of
6,557,040 Mwh, while the supporting schedule uses sales of 6,172,321 Mwh (6,172,321,314 kwh)
or a difference of about 6%. For Rate HT, the Summary shows sales of 14,198,713 Mwh while the
supporting schedule uses sales of 12, 459,777 Mwh (12,459,976,727 kwh) or a difference of about
12.25%. The OCA has not been unable to determine the source of these differences or the impact
of the differences on individual class rates in the time allowed for review,

2. Stranded Cost Allowance For Calculating The CTC.

In reviewing the Company’s computerized spread sheets that were used to prepare
its schedules, it appears from the spread sheets that the schedules were prepared using the
Commission’s original stranded cost allowance of $5.024 billion, rather than the amount determined
on reconsideration of $4.935 billion. As such, in the Company’s Stranded Investment Recovery
Schedules/Calculations, on page | of 9, the starting figure of unrecovered stranded cost of
$5,146,508 appears to be produced from the incorrect base of stranded cost. The OCA would ask
the Commuission to direct PECO to review the spread sheets underlying its schedules to determine
whether the correct stranded cost amount was inserted for the starting point of the calculation.

7



3. Return Component On The CTC.

An additional apparent discrepancy between the Commission’s Orders and the
Company’s Compliance Filing lies in the difference in the rate of return that is applied to the
Company’s stranded cost recovery. At page 108 of its December 23, 1997 Order, the Commission
adopts PECO’s long-term debt rate of 7.47% “to calculate the revenue requirement for the recovery
of the CTC over the 8 ' year transition period.” As shown on its Compliance Filing work papers,
however, the Company applied a 10.31% rate of return, which was derived by adding income taxes
1o the equity components of its overall weighted cost of capital.* While the OCA understands the
arithmetic basis for the Company’s use of a 10.31% pre-tax weighted cost of capital for purposes
of this calculation, the question remains whether that is consistent with the Commission’s intention.

In its lengthy discussion of this issue at pages 104-109, the Commission suggests that
it intended to treat the amortization of stranded costs as if it were fully supported by long-term debt.
Thus, at page 106-107, the Commission states:

What previously was a cost of capital based on debt and equity

necessary to finance investment or expenses over a period of up to 30

years or more has been converted into a new regulatory asset, the

CTC, to be recovered over a much shorter period. The capital at issue

1s fundamentally Jow risk, and the cost of that capital is more

analogous to low cost debt or an “interest rate” based on the delayed

receipt of CTC revenues.

In addition, the OCA would note that, to the extent that the present value of regulatory assets and

Administrative and General expense were calculated on the basis of an after-tax discount rate, the

* The derivation of the 10.31% rate is shown on the last page of the portion of the PECO
Workpapers entitled “Stranded Investment Recovery Schedule/Calculations.”
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use of the higher pre-tax return to collect these costs in the CTC would appear to result in an
overrecovery of these costs.

Again, the OCA is not privy to the Commission’s calculations that gave rise to its
estimated market credit and does not know what cost of capital the Commission used -- or intended
for the Company to use -- in its calculations. The OCA would urge the Commission to ensure that
whatever rate the Company uses in its final tariff calculations is consistent with the Commission’s

intent in its Orders.

C. Universal Service Fund Charge and CAP Rate

1. Universal Service Fund Charge

In its Compliance Filing, the Company sought to implement the Commission’s
direction to establish a Universal Service Fund Charge (USFC) to be assessed to the residential
ratepayer classes to collect the costs of universal service. Original Tariff Page No. 29; Commission
Order at 141-148. For Rate Schedules R, RH, OP, RT and R-S, the charge is 0.46¢/kwh. For CAP
Rate [ and CAP Rate II, the charge is 0.23¢/kwh and 0.35¢/kwh, respectively, on the first 500 kwh
of usage and 0.46¢/kwh for usage above 500 kwh per month. From the language of the Tariff, it
appears that these charges are already included in the tariffed distribution charges of these classes.
Initially, the OCA would ask that the Commission clarify that these USFC amounts are included in
the distribution charges and are not intended to be a separate, additional charge at this time.
Additionally, the OCA would ask that the Company specify, in dollar amounts, the total costs
included in rates as part of the USFC. A preliminary calculation by the OCA indicates that

approximately $50 million is utilized as the base amount for designing the USFC charge.



Next, the OCA submits that PECQO’s tariff language defining Universal Service Fund
Cost is either unclear or improperly includes costs that should not be included in the universal
service fund charge. Specifically, the Tariff provides the following language:

Universal Service Fund Cost: (a) Uncollectible Account expense for

the Customer Assistance Program (CAP) and CAP Rate, including

discounts and costs associated with special payment agreements over

48 months, (b) Low Income Usage Reduction Program (LIURP)

costs, (¢) administrative and general expenses associated with the

CAP and CAP Rate determined using the cost assignment

methodology approved at R-00973953, and (d) increases or

(decreases) in Uncollectible Accounts over 90 days compared to

those levels allowed at R-00973953.

Original Tariff Page No. 29,

The OCA is particularly concerned with the inclusion of “special payment
arrangements over 48 months” in subpart (a) and “Uncollectible Accounts over 90 days” in subpart
(d) without a clear recognition in the Tariff language that it is only those costs associated with the
CAP customers that should be inclided in such calculations.

The OCA expressed this very concern in the Surrebuttal Testimony of OCA witness
Nancy Brockway in response to the Company’s proposal in Rebuttal to adopt some of the OCA’s
recommended modifications to the USFC. In that Rebuttal, however, the Company added the 48-
month special payment arrangements and the uncollectibles accounts over 90 days without clearly
indicating that these categories of costs are limited to costs associated with CAP participants. In
her Surrebuttal Testimony, Ms. Brockway explained her concern:

Further, this proposal does not meet the concern [ raised about

reflecting offsetting improvements in credit and collection costs in a

reconciling universal service cost recovery method. It is true that to

the extent the Company ramps up its universal service efforts
(whether to its proposed levels or the higher levels that may be

10



appropriate once the impact evaluation is completed), the

uncollectible amounts Mr. Xander proposes to include in the

reconciling universal service factor should recede to that extent.

However, Mr. Xander proposes to include uncollectibles from all

residential customers, not just low-income customers, or CAP

participants. As a result, the impact of the CAP or LIURP program

expansions will be masked. Improvements associated with CAP or

LIURP expansion may be overcome by greater uncollectibles among

other residential customers. The latter should not be reflected in a

universal service fund.

OCA St. 6S at 17-18. Indeed, in the Company’s proposed Compliance Tariff, it appears that the
Company will include changes in all uncollectible accounts (not just CAP or even residential
accounts } in its deferral calculation.

As set forth above, the OCA submits that it would be improper to include all
uncollectible accounts--for all customer classes--through a universal service fund charge that is
intended to specifically collect costs associated with the Company’s programs for low income
customers. In addition, including all uncollectible expense in a reconcilable universal service charge
improperly shifts the risk of uncollectibles from the Company to residential customers. It is clear
that the universal service fund costs are to reflect specific programs to reach low-income customers
and the charge should not be used as a mechanism to isolate the Company from risks associated with
traditional uncollectible expenses.

The OCA submits that the Company should be directed to clarify its Tariff language
to clearly indicate that the special payment arrangements and Uncollectible Accounts over 90 days

which will be part of this automatically adjusting clause are only those associated with customers

participating in its CAP or LIURP programs. Alternatively, these issues and others may need to be
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resolved in the subsequent proceeding that will be necessary to implement this charge and the CAP
Rate Programs as set forth in the Commission’s Order. Commission Order at 145-146.

2. CAP Rates

The Commission, in its Order, has indicated that the details regardirig the
development of the Company’s CAP Programs and LIURP Program should be addressed in a
proceeding following the receipt of the on-going evaluation of PECO’s programs, due in 1998.
Commission Order at 145-146. In light of this discussion, the Company provided no additional
details on the development of its CAP Programs with its Compliance Filing other than the
development of its Universal Service Cost Fund mechanism. The OCA does not object to this
procedure but would ask that PECO continue its dialogue with the parties to this proceeding in
reviewing the evaluation and in preparing its proposal to comply with the Commission’s Order.

D. Transmission Rates

In its Letter accompanying the Compliance Tariff, the Company indicates that the
Compliance Filing does not contain unbundled rates for transmission service because FERC has
claimed exclusive junsdiction over the rates terms and conditions of retail transmission service.
Letter, p. 2. PECO then indicates that it will procure transmission service for default customers, but
implies that alternative suppliers will have to obtain transmission for the energy the supplier is
providing to the customer. The effect of this discussion, particularly in light of the rate cap for all
non-generation charges contained in the statute, is unclear. Moreover, it is unclear to the OCA that
competitive suppliers will be separately providing transmission service through PJM, particularly

for residential customers.
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The OCA requests that the Commission require PECO to clarify this issue. In
particular, PECO should be required to demonstrate that total non-generation charges to all
customers will remain within the statutory rate caps, even under PECO’s proposal.

E. Total T&D Rates

In its Proof of Revenue, Summary of Unbundled Rates, the Company’s transmission
and distribution rates are 2.97¢/kwh rather than the 2.93¢/kwh approved in the Commission’s Order.
Commission Order at 62. In the short time allowed for review, the OCA has been unable to ascertain
the reason for this difference in the transmission and distribution rates. The OCA would urge the
Commission to require PECO to provide an explanation for this discrepancy.

F. Energy Services Rider--Original Tariff Page No. 72

On Original Page No. 72 of PECO’s proposed Tariff, PECO’s Energy Services Rider
identifies the terms of service associated with the provision of Default PLR Service. At subpart
(b}(1), customers who return to PECO Default PLR Service after having obtained service from an
EGS are required to accept such service for a minimum of one full year in order to receive the
Energy and Capacity Charges contained in the customer’s applicable base rate. These base rate
charges are those protected by the generation rate cap contained in the Act, and a customer’s refusai
to accept a one year term will result in application of a market-based generation rate “not subject to
any PaPUC regulation, including, but not limited to, any prudence review.” N

This twelve month requirement was not addressed in the Commission’s Order in this

proceeding and the OCA submits that it is unreasonably long. The OCA understands PECO’s

> See Original Page No. 72 at subpart (b)(1).

~
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concern about customers taking advantage of seasonal changes in the price of power and attempting
to “game” the system. However, there will be many requests for PECO Default PLR Service which
are unrelated to a “gaming™ of the system such as customers caught in a transition between two
suppliers or following a cancellation of one service prior to the selection of another. Regardless of
the reason for a customers temporary reliance on PECO Default PLR Service, there are less
restrictive means to ensure that this service is not abused.

OCA witness Alexander identified a potential solution which may be used to
discourage possible customer abuse of PECO Default PLR Service, without punishing those honestly
relying on this service and impeding the transition to a vigorous market in electric generation. OCA
St. No. 5 at 40-41. Ms. Alexander suggested that PECO “impose a reasonable fee ... on customers
who make use of this service more than twice in any 12 monthly period to at least establish a price
signal and prevent the switch merely to avoid market price seasonal variability or short term
fluctuation.” Id. Coupled with any early termination fees which presumably will be assessed by
many EGSs, the OCA submits that such a combination of charges may be quite effective at
preventing the “gaming” PECO is seeking to avoid.

If the Commission finds that a second short-term market-based rate free of any time
commitment restrictions is also required, the OCA submits that PECO’s suggested provision in
subsection (b)(1) should be modified. Specifically, the language which would preclude any
prudence review by the Commission should be deleted and should be replaced by language which
states that this rate must be consistent with Commission regulations regarding the provision of PLR

service at the prevailing market rate.
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G. Specific Tariff Definitions.and Rules

1. Definitions--Original Tariff Page No. 6

a Default Service--Original Tariff Page No. 6

The PECO Tariff’s section on “Definition of Terms and Explanation of
Abbreviations,” at Original page No. 6, includes a definition of default service which the OCA
submits is incomplete, in that it does not clearly include a service scenaric which the Act
contemplates as being applicable to default service. As currently written, the PECO Tariff contains
three situations where, as the provider-of-last resort, PECO would supply the energy and capacity
known as “Default PLR Service.” This service is listed as applicable to customers who are not
eligible to shop, choose not to shop, or return from shopping elsewhere. The OCA would urge that
this three-part definition either be clarified or specifically include a fourth default service situation
cencerning those customers who contract for electric energy from an alternative supplier which then
fails to deliver that energy to the end-use customer. This additional scenario where default PLR
service should apply is specifically referenced in Section 2807(e)(3) of the Act, entitled “Obligation
to Serve,” wherein it states that “[i]f a customer contracts for electric energy and it is not delivered
... the electric distribution company ... shall acquire electric energy at prevailing market prices to
serve that customer...” 66 Pa. C.S. §2807(e)(3). While: this situation will hopefully be infrequent,
the OCA submits that PECO’s Tariff should be modified so as to protect customers who contract
for, but do not receive, electric energy from an alternative electric generation supplier. Inclusion of
this contingency within the definition section of PECO’s Tariff will help ensure the safety and
reliability of electric service to all customers as competition develops in the electricity generation

market in this Commonwealth. See Declaration of Policy, 66 Pa. C.S. §§2802(3),(9),(12) and (16).
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b. Transition Period--Original Tariff Page No. &.

The definition of “Transition Period” at Original page No. 8 of the PECO tariff is
erroneous and contrary to the meaning intended by the Act. The definition in the Tariff reads “tlw;e
period of time which PECO Energy will collect CTCs.” The OCA submits, however, that the
transition period referenced throughout the Act is that period of time from the beginning of the
effective date of the Act through the start of the phase-in period on January 1, 1999. The Act
designates the years following its passage and prior to actual phase-in of direct access as a transition
period to prepare for implementation of full retail competitive electric generation in the
Commonwealth, This definition of transition period is consistent with the Act which states that
“[t]he time line for the transition to and phase in of direct access to competitive electric generation
shall be in accordance with Section 2806.” 66 Pa. C.S. §2804(11)(emphasis added). Throughout
Section 2806, the Act repeatedly identifies the relationship between the transition period and the
phase-in period and clearly supports the concept that the transition period is merely the initial stage
of preparation for retail competition and not the entire period of stranded cost recovery. For
example, Section 2806(a) of the Act begins:

General Rule. -- The generation of electricity shall no longer be

regulated as a public utility service or function except as otherwise

provided for in this chapter at the conclusion of a transition and

phase-in period beginning on the effective date of this chapter and

ending, consistent with the Commission’s discretion under this
section, January 1, 2001.

66 Pa. C.S. §2806(a)(emphasis added). Additionally, more support for this interpretation of the
“transition period” can be gleaned from Section 2806(c) of the Act entitled “Additional Time”

wherein the Act permits that “[tlhe Commission may determine that an additional six month
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transition period is necessary prior to the January 1, 1999, implementation date.” 66 Pa. C.S.
§2806(c)(1).

Although seemingly a small point, the OCA submits that the term “transition period,”
as defined within PECO’s Tariff, must be properly limited to the initial years following the effective
date of the Act so as to be consistent with the above provisions of the Act as well as several other
provisions. Any other definition of this term Would render other provisions of the Act illogical,
inconsistent and unworkable. For example, Section 2807(e)(2) states that “[a]t the end of the
transition period, the commission shall promulgate regulations to define the electric distribution
company’s obligation to connect and deliver and acquire electricity under paragraph (3) that shall
exist at the end of the phase-in period.” 66 Pa. C.S. §2807(e)(3). If the transition period concluded
at the termination of PECQ’s collection of CTCs, as currently defined by PECQO’s Tariff, how can
the Commission promulgate regulations at that time which would “exist at the end of the phase-in
period”? Accordingly, the OCA submits that the proper definition of the transition period is that
period of time immediately following the effective date of the Act and ending prior to
implementation of the phase-in period. PECO’s tariff should therefore be modified accordingly.

2. Rule 4--Application for Service

The OCA has identified two concerns with the Company’s Tariff regarding
Applications for Service, Rule 4. First, in Rule 4.2--Service Contract, the Company retains the
discretion to require a written contract with a customer. Although this language existed in the
Company’s previous Tariffs, it is the OCA’s understanding that residential customers have not been
required to sign a written contract to receive service for PECO. Given competitive direct access, the
OCA is concerned with tariff language that might require a residential default customer to sign a
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written contract with PECO for the provision of default service. The terms of default service should
be clearly established in the Tariff and the terms contained in the Tariff should be the only terms that
apply to such service. A residential customer should not be required to sign a separate written
contract, perhaps including additional terms, for the provision of default service.

The OCA is also concerned with Rule 4.4--Right to Reject. This Rule allows the
Company to place limitations on the amount and character of service, or to reject applications for
service for certain specified reasons. Among those reasons is bad credit. Although this language
also existed in the Company’s previous Tariff, the OCA submits that further clarification of this
language is needed given direct access. Specifically, the language regarding “bad credit” should be
clarified to indicate that a customer cannot be denied default service for failure to pay an alternative
generation supplier’s charges. If a customer can be denied default service by PECO for failure to
pay an alternative generation supplier’s charges, this has the same effect as terminating a customer
for failure to pay supplier’s charges, a result clearly prohibited by the Commission’s Orders. See

e.g., Final Order Re: Guidelines For Maintaining Customer Services, Docket No. M-00960890F.011,

Order at 38-39. As such, PECO’s language regarding “bad credit” should be clarified and limited.

3. Rule 12.2--Limitation of Liability In Connection With Direct Access

At Rule 12.2, PECO’s Tariff disclaims any liability to a customer receiving
competitive electric. service or with regard to switching EGSs. The OCA submits that this Tariff
language is overly broad and should identify more specifically the type of liability PECO is trying
to avoid. Although the OCA agrees that PECO should not be held liable for problems caused by
alternative electric generation suppliers, PECO should not be held immune from its own negligence
related to the provision of direct access nor should PECO be protected from liability attaching to any
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violations of PUC rules governing interactions with customers or the switching of customers. For
example, in a recent Pilot Program Order, the Commission addressed customer complaints over
delays in the processing of pilot customer selections.® That Order indicated that such complaints
“could result in the Commission ordering the utility or supplier not only to correct the problem
process, but also pay a fine, pursuant to Section 3301 of the Public Utility Code, 66 Pa. C.S. §3301,
and provide compensation 1o its customers.” Id. at 2(emphasis added). Accordingly, the OCA
submits that certain situations could arise where PECO’s overly broad language attempting to limit
its liability in connection with direct access could be used to impede the justifiable provision of
compensation to customers as a result of PECO’s negligence or violation of Commission rules.
PECO’s Tariff therefore should be modified to remove its overly broad limitations on liability and
replace it with more specific language identifying appropriate liability limitations.

4. Rule 14--Metering

At Rule 14.3, PECO’s Tariff sets out the policy for those customers who request a
special meter. PECO indicates that although it will “offer, provide and support” such meters
including installation, the customer or customer’s EGS must pay for the metering equipment. The
OCA does not dispute that it may be reasonable for customers or their suppliers to pay for new
advanced meters and the related services. However, the OCA submits that if such payments are
made, the payments should be the “net incremental cost incurred to provide the advance metering”

as required by the Commission’s Draft Rules and not “any such metering equipment” as stated in

6 Electric Distribution Company Procedures for Processing Pilot Customer Suppler

Selections, Docket No. M-00960890 FO008, Tentative Order entered December 18, 1997.
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Rule 14.3 of PECO’s Tariff.” Adoption of language requiring the payment of net incremental cost
for new meters would resolve the related issue that customers are currently paying for their existing
meters in their current rates, and PECQO’s Tariff contains no provision for any credit following a
customer’s purchase of new metering equipment. As it currently exists, PECO’s taniff would charge
customers twice if they chose to purchase new metering equipment. Moreover, as noted by the
Commission in its Order, although the acquisition of an advanced meter involves additional expense,
such expenses may be at least in part offset by reduced EDC expenses. 1d. The OCA submits that
PECO’s Tariff should therefore be modified accordingly.

5. Rule 17--Biliing/Rule 18--Payment Terms and Termination of Service.

a. Rules 17.2, 17.5.17.7. 182 and 18.7

In Rule 17.2 of PECO’s Tariff, PECO sets out the two billing options from which a
customer choosing an EGS may select. When a customer selects the singie bill option, PECO will
issue one bill which includes both EDC and EGS charges for “electric energy and capacity
supplied.” This one bill option is described as PECO operating “as an EGS’ billing agent” yet
PECO would seemingly refuse to assess or collect late fees or reflect payment arrangements on the
bill for the EGS. The OCA submits that PECO’s Tariff raises concerns about its role as a billing
agent for an EGS. At Rule 17.5, PECO indicates that “it will not assess, nor seek collection of, late
payment charges on an EGS’s charges.” Furthermore, at Rule 18.2, PECO reiterates this policy and
adds that “nor will the Company include on its bills any payment arrangements made by EGSs.”

At a minimum, the OCA submits that if PECO is billing on behalf of an EGS, it should be prepared

7 See Re Advanced Meter Deployment for Electricity Providers; 52 Pa. Code §57.250-
57.257, Docket No. L-00970128, Order entered November 24, 1997 at 16.
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to include on its bills those late fees that appear in the contract between the EGS and its customer.
Moreover, PECO’s refusal to include any payment arrangements made by EGSs on its bill is
unjustified, discriminatory and inconsistent with the position PECO takes in Rule 17.6 on Budget
Billing. At Rule 17.6(b), PECO indicates that EGS charges will be included in the customer’s
Budget Biiling Plan if PECO is operating as the “billing agent” for the customer’s EGS, yet other
payment arrangements made between a customer and their EGS are precluded from PECO’s unified
bill pursuant to Rule 18.2. The OCA submits that PECO’s Budget Billing Plan is a form of payment
arrangement and alternative arrangements between a customer and their EGS should be treated
similarly. As stated by OCA witness Barbara Alexander, PECO’s late fee and billing arrangement
restrictions operate as “an impediment to the development of the full range of customer choices that
will presumably be offered by retail electric competition.” OCA St. No. 5 at 35.

The OCA also submits that all references to finance charges in Rule 17.5 and 17.7
should be changed to late payment charges. The correct term is “late fee” because this charge is not
a finance charge and this assessment is not a credit transaction as that term is used in the Truth in
Lending Act.

At Rule 18.7 of its proposed Tariff, PECO sets out its policy regarding reconnection
charges for customers seeking a restoration of service following termination. This Rule appears to
be the same Rule currently contained within PECO’s existing Tariff. The OCA submits that this
Rule should make clear what requirements are necessary to initiate a restoration of service. More
specifically, the OCA submits that it would be inappropriate for PECO to refuse service reconnection
because of the failure to pay EGS charges. As stated by OCA witness Alexander, an “EDC may not
condition restoration or reconnection of service to a customer based on any unpaid charges owed to
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a supplier, except for the supplier of last resort service.” OCA St. No. 5 at 41. PECO’s Rules
governing reconnection should be tinked to satisfactory payment or payment arrangements of those
same charges which led to the original termination; those charges listed in Rule 18.1, entitled *Non-
Payment Termination.”

b. Billing Formats

On a related topic, the OCA would note that the Company did not provide any billing
formats with its Compliance Filing demonstrating how charges will be presented on the bill, or
whether the bill will include the key disclosures required by the Commission’s Order on Customer
Information. As OCA witness Barbara Alexander testified, undue restrictions on billing options or
failure to include key disclosures on the bill, may impede the development of the competitive
market. OCA St. 5 at 35-36. The OCA submits that the Company should be directed to continue
to work with the Commission, its Bureau of Consumer Services, and other interested parties to
develop a bill format that complies with all Commission requirements and enables consumers to
properly participate in the developing competitive market.

6. Rule 19--Unfulfilled Contracts

At page 23 of its Tariff, in Rule 19, the Company includes language that was
previously included in its Tanff regarding Unfulfilled Contracts. In practical terms, this language
previously applied only to large, mostly industrial, customers who entered into contracts with the
Company. The Tariff Rule provide§ that a notice to discontinue service under a contract will not
relieve a customer from any minimum, or guaranteed payment under any contract or rate. The OCA

is concerned that this language, if not clarified, could present problems for residential customers who
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remain with the Company, particularly those who may receive default service if the Company’s
minimum 12 month term for such service is approved.

The OCA submits that the Tariff language on Unfulfilled Contracts should be
clarified to ensure that this Tariff provision is not applied to residential default service customers.
The OCA submits that this language should be clarified to apply only to a residential customer
where the customer signs an actual contract with the Company for service other than default service
that clearly sets forth such a term, and such term is clearly explained to the customer and agreed to

by the customer.

7. Rule 22--Direct Access Phase-In Procedures

At Rule 22.7, PECO’s Tarift describes the process necessary for a customer to select
an alternative generation supplier following notification of their inclusion in the phasé—in process.
The OCA is concerned about the writing requirement and submits that this requirement, particularly
as it relates to the term “through an EGS,” should be further clarified. Moreover, the Commission
should direct that this section of PECO’s Tariff comport with whatever Rules are issued by the
Commission in any future Rulemakings or Orders on this subject, like the language currently set out
in Rule 23.1.%

Similarly, at Rule 22.8, PECO designates further EGS selection requirements and
specifies the need for “required paperwork.” The OCA submits that this term needs further

clarification. Additional details concerning the nature of this “required paperwork” should be

8 Rule 23.1 currently reads “PECO Energy will accommodate requests by customers

to switch EGSs in accordance with this Rule 23, and any applicable Commission Orders.”
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included within the Tariff so that disputes relating to delayed or improper switch orders may be
minimized.

8. Rule 23--EGS Switching

The OCA submits that numerous problems exist in this section of PECO’s Tariff.
Most importantly, contrary to the express Commission Order on this point, PECO includes a $6.00
switching fee. At Rule 23.7, PECO violates the Commission’s specific ruling that “{w]e shall adopt
the recommendation of OCA witness Alexander that a switching fee is inappropriate during the early
stages of customer choice.”™ In her Surrebuttal Testimony, OCA witness Alexander recommended
to the Commission that switching fees “be waived for a certain time period after the onset of
competition to stimulate customers to select suppliers.” OCA St. No. 5-S at 11. Given that the
whole thrust of the Commission’s Order in this proceeding was to stimulate a rapid move to electric
competition, it is not surprising that the Commission specifically adopted this recommendation of
Ms. Alexander. However, despite adoption of many other OCA suggestions in this Rule, PECO’s
Tariff, as currently written, would require a fee “of $6.00 per switch,” with no exception provided
for customer switching during the early stages of customer choice. The OCA submits that PECO
should be required to modify this Rule so as to prov}de a period during the early stages of customer
choice where switching fees will not apply.

In addition, at Rule 23.5, PECO requires that switches be effective on the customer’s

next regularly scheduled meter reading date. The OCA submits that such a requirement should be

? Application of PECO Energy Company for Approval of its Restructuring Plan Under
Section 2806 of the Public Utility Code and Joint Petition for Partial Settlement, Docket No. R-
00973953, Restructuring Reconsideration Order entered January 16, 1998 at 17.
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unnecessary if a customer is willing to accept a pro-rated bill. PECO’s Tariff should provide this
f

option to its customers. Even more preferable would be for PECO to make this option the default

assumption.

The OCA also finds Rule 23.6 to be unacceptable, in that it would appear to place
limitations on a customer’s ability to change EGSs. A customer may change his or her EGS for any
reason, not just because of supplier bankruptcy, loss of license or customer termination. The OCA
agrees that it is appropriate for this Rule to make clear that if a customer does not have a supplier
of record, then PECO will provide the Default Service at this time. However, the rest of this Rule
appears unnecessary and overly restrictive of a customer’s right to choose alternative generation
providers.

9. Rule 24--Provision of Load Data

In Rule 24, at Original Tariff Page No. 25, the Company establishes a fee for the
provision of load data of $24 for customers with telemetric continuous hourly metering and provides
that for customers with non-telemetric continuous metering, the data will be provided for a fee based
on the cost of obtaining the data from the meter. Rule 24. The OCA submits that the latter portion
of this language is inconsistent with the Commission’s Customer [nformation Order of July 11, 1997

at Docket No. M-00960890F.008, Order at 29-30 and the Draft Rule contained in the Commission’s

November 6, 1997 Proposed Rulemaking. See, Rulemaking Re: Customer Information Disclosure

FFor Electricity Providers, Docket No. L-00970126, Proposed Section 54.9(d).

The OCA submits that customers with non-telemetric continuous metering will most
likely be residential and small commercial customers. The Commission’s Customer Information
Order requires EDCs to provide customer load data to residential and small commercial customers
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once per year without charge. See, Customer Information Order, Docket M-0096890F.008, Order
at page 29-30. See also, Proposed 52 Pa. Code Section 54.9(d). As such, the OCA submits that the
Tariff language authorizing a fee for the provision of such data to residential and small commercial
customers is inconsistent with the Commission’s Order and must be modified. At a minimum, the
language should be modified to reflect the Commission requirement that such information be
provided once per year without fee. The OCA recommends the following language, with the
additional language underlined:

PECO Energy will provide to a customer with non-telemetric

continuous hourly metering, or the customer’s designated EGS or

authorized consultant, all available data from the meter once each

calendar vear for no fee, with a fee based on the Company’s actual
cost of obtaining data from the meter for additional requests in a

calendar vyear,

The OCA submits that this language more accurately reflects the Commission’s Orders on this
subject. As such, this language, or similar language should be included in PECO’s Tariff.
H. Interim Code of Conduct

At page 90 of its Compliance Tariff, PECO provides its Interim Code of Conduct in
accordance with the Commission’s Order. The OCA submits, however, that the Interim Code of
Conduct may not fully comply with the Commission’s Order, which directed PECO to supplement
its Code of Conduct in certain respects. Of particular concern is Rule 3 of PECQ’s Interim Code of
Conduct. In addition, the OCA submits that the Commission should direct PECO to file a dispute
resolution procedure in accordance with its Rule 8 no later than April 1, 1998 so that such procedure

is in place prior to the beginning of the Open Enrollment period.
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In regard to Rule 3, it is the OCA’s understanding that the Commission’s Order
required PECO to supplement Rule 3 to state £hat any transaction between PECO and an affiliate for
all goods and services, including power, must be approved pursuant to Chapter 21 of the Public
Utility Code. Commission Order at 130. PECO’s Rule 3 does not include such supplemental
langauge.

As such, the OCA submits that PECO’s Interim Code of Conduct should be further
clarified in accordance with the Commission’s Order, and an appropriate time frame for the filing
of a dispute resolution procedure should be established by the Commission prior to the onset of the
open enrollment period.

L. EGS Rights and Obligations

The Company, in its Compliance Tariff at Original Tariff Page No. 91, sets forth the
EGS’ Rights and Obligations to provide Competitive Energy Supply in PECO’s service territory.
During the course of the proceeding, PECO had indicated that it would develop a Supplier Services
Tariff, but that approach has apparently been replaced by this Tariff provision which calls for
separate agreements between each supplier and PECO. In these supplier-specific agreements, the
EGS is to agree to PECO’s Policies and Procedures, a copy of which was not provided with the
Compliance Filing.

The OCA is concerned with the lack of detail regarding such a fundamental issue for
the proper operation of the competitive market. Although the OCA anticipates that the marketers
and suppliers participating in this proceeding will provide comments on this Tariff provision and
whether it ensures comparable direct access, the OCA is concerned that inadequate detail makes it
difficult, if not impossible, to evaluate the impact of this provision on the developing competitive
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market. This is of particular concern since under the Commission’s Order, ratepayers are to receive
savings only from the market. Any barriers to the development of this market might impede the
ability of ratepayers, particularly residential ratepayers, to receive any benefits or savings from
competition. As such, the OCA submits that the details of such provisions must be carefully
reviewed to ensure the proper operation of the market. PECO’s current compliance filing provides
inadequate detail to evaluate this Tariff provision.

J. Consumer Education Material

1. Customer Choice Brochure--PECO Exh. CE-4.

In its Compliance filing, PECO includes several Exhibits regarding its Consumer
Education Program. Specifically, PECO provides a narrative explanation, and Exhibits CE-1
through CE-4 with budget information, proposed letters, and a proposed brochure for distribution
to customers. The OCA submits that the materials presented by PECO raise several concerns that
should be addressed by the Commission. In particular, the OCA is concerned with PECO’s Exhibit
CE-4, a brochure intended for customers, that contains a bold-faced “Important Note” setting forth
PECO’s corporate posttton regarding the Commission’s Order. As set forth below, the OCA submits
that the presentation of the Company’s corporate position on what is intended to be a neﬁtral
consumer education brochJure, prepared at ratepayer’s expense, 1S Improper.

PECO Exhibit CE-4 is a Customer Brochure, apparently intended to be distributed
to all customers, that begins with a large-type, bold paragraph entitled “Important Note.” The note
expresses PECO’s corporate position that it disagrees with the Commission’s order, and expresses
PECO’s views regarding the potential tax implications of this Order. In its entirety, the note reads

as follows:
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Important Note: The information in this document is based on Orders

issued by the Pennsylvania Public Utility Commission. PECO

energy disagrees with these Orders and believes they violate state and

federal law. PECO Energy further believes that the Orders expose

Pennsylvania taxpayers to potentially massive liabilities. It therefore

believes that the Orders will be invalidated before implementation

and that much of the information contained here will change in the

future.

Compliance Filing, Exhibit CE-4.

The OCA submits that the Company’s corporate position regarding the Commission’s
Order should not be distributed as consumer education materials at ratepayers’ expense. PECO
should not be permitted to distribute such material as part of any consumer education plan funded
by ratepayers. If PECO will not distribute materials that lack this disclaimer, the OCA submits that
1t may be necessary for a neutral third party, such as the Consumer Education Committee, to develop
these initial consumer education materials. for mailing. The initial brochures should be clearty
identified as being provided by the Pennsylvania PUC or the Consumer Education Committee. The
substance of PECO’s brochure can provide a good starting point for this endeavor, although the
brochure may include more detail than necessary for an initial mailing.

Recognizing, however, that the Consumer Education Committee is in the initial stages
of development, and may not have sufficient time to produce an initial brochure by the April time
frame for mailing, the OCA recommends that if PECO continues to refuse to send an educational
brochure without the disclaimer, then the Commission Staff, in conjunction with other interested
parties, should develop initial informational materials for an April mailing. PECO should be

directed to mail of these materials to its customers. PECO need not identify the mailing as being

from PECO Energy, but may designate the materials as being sent by the Public Utility Commission.
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The OCA hopes that consumer education can continue to move forward on a timely
basis given the importance of consumer education in the rapid development of a competitive market,
and consumers’ ability to participate in that market to obtain the projected savings.

2. Participation of CBQOs--PECO Exh. CE-2.

In response to the Comimission’s Order requiring a plan to include community-based
organizations (CBOs) in the consumer education effort, PECO submitted a letter that it intends to
send to the CBOs regarding their involvement in this effort. PECO Exh. CE-2. The letter, however,
raises several significant questions regarding PECO’s proposal to include CBOs in the consumer
education process.

Notably, the letter does not indicate a willingness on PECO’s part to include the
CBOs in the development of local outreach vehicles or communication vehicles. Although the letter
requests the CBO to comment on how it would address certain issues, it does not present any
information as to how the CBOs will be involved in the development of the consumer education
program or its implementation. Additionally, PECO’s discussion of its efforts with CBOs contained
in the document entitled Consumer Education, suggests that PECO will prepare all educational
materials, brochures and scripts for the CBOs to use in their efforts. See, Consumer Education, p.2.
The OCA submits that PECO’s letter, and its approach, does not comport with the Commission’s
directive to include CBOs in the consumer education process.

As such, the OCA submits that PECO should be directed to invite all CBOs to a
meeting to discuss gpportunities for full participation in these local efforts. Also in attendance at
this meeting should be the Chairman’s appointee to the Consumer Education Committee to assist
in coordinating and facilitating these efforts. Subsequent to this meeting, PECO should through a
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letter or request for proposals, solicit the involvement of these CBOs in the consumer education

process, as required by the Commission’s Order.

3. Consumer Enrollment Letter--PECO Exhibit CE-3

As Exhibit CE-3, the Company includes a letter it intends to send to consumers
soliciting enrollment in the initial phases of customer choice. The OCA has preliminarily reviewed
the letter and is concerned that the letter does not contain simple explanations of the process and is
not as helpful to consumers as it could be. Much of the language in the letter is in the negative rather
than positively stating actions required by consumers. For example, the letter reads:

Original: “To receive generation service from an alternative supplier

beginning in January, 1999, you must select an electric generation

supplier by November 1, 1998. Failure to choose by November 1

does not terminate your right to participate. If you select an alternate

supplier after November 1, 1998, however, the actual date you will

receive generation service from that supplier will depend on your

scheduled meter reading date.”

Exh. CE-3. Although this information is accurate, the same information can be conveyed in a more
consumer friendly manner. For example:

Suggested rewrite: Choose your supplier by November 1, 1998 and

you can start receiving generation services from your new supplier

beginning with your January, 1999 bill, If you choose later, your

choice may appear on a later month’s bill.

The OCA submits that a letter drafted in a manner that conveys accurate information in a more

positive light should be utilized in the consumer education efforts.

4. Budget--PECO Exhibit CE-1.

In its Compliance Filing, PECO provides its Consumer Education budget and its

expenditures for 1997. Exh. CE-1. PECO’s Exhibit indicates that it spent $4.69 million for



consumer education in 1997, leaving $19.29 million for the 1998-2000 time period. In addition, the
Company indicates that it has spent funds in 1998 prior to the issuance of the Commission’s
Consumer Education Order on January 16, 1998. The OCA submits that PECO should be directed
to continue accounting for its expenditures prior to the issuance of the Commission’s Final Order
in the Consumer Education Proceeding. PECO should not be permitted to spend these funds in 1998

prior to the resolution of that proceeding without a full accounting by the Commission.
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1.  CONCLUSION

For the reasons set forth above, the OCA respectfully urges the Commission to order
modifications to PECO’s Compliance Tariff consistent with the positions set forth within these
Comments and to make any further modifications deemed necessary upon any further review

conducted by the Commission.

Respectfully submitted,

L

Tanya f Mlcylléskey
Steven-K. Steinmetz
Assistant Consumer Advocates
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Counsel for:
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James J. McNulty, Secretary/Prothonotary
Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105

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

Petition of Enron Energy Services Power, Inc. for Approval of an Electric Competition
and 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 (Docket No. P-00971265)

COMMENTS OF MID-ATLANTIC POWER SUPPLY ASSOCIATION IN
RESPONSE TO PECO ENERGY COMPANY'S COMPLIANCE FILING

Dear Mr. McNulty:

Enclosed are the original and fifteen (15 ) copies of the Comments of Mid-Atlantic Power
Supply Association to PECO Energy Company's Compliance Filing (Electric Service Tariff Pa.
P.U.C. No. 3). A copy of this document has been served in accordance with the attached
Certificate of Service.
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James J. McNulty, Acting Secretary
Pennsylvania Public Utility Commission
January 27, 1998

Page 2

If you have any questions, please feel free to call.

Very truly yours,

£l

Will{am T. Hawke
Janet L. Miller
Todd S. Stewart

Counsel for Mid-Atlantic Power
Supply Association

JLM/kmg
Enclosures

cc: All Parties of Record
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of PECO Energy Company : R-00973953
for Approval of its Restructuring Plan ;

Under Section 2806 of the Public Utility

Code and Joint Petition for Partial Settlement

Petition of Enron Energy Services Power, Inc. : P-00971265
for Approval of an Electric Competition and
Choice Plan and for Authority Pursuant to

TO PECO ENERGY COMPANY’S COMPILIANCE FILING
(ELECTRIC SERVICE TARIFF PA. P.U.C. NO. 3)

Section 2807(E)(C) of the Public Utility Code a B .
to Serve as the Provider of Last Resort in the g o~
Service Territory of PECO Energy Company i“:::““‘ =
=7~ T
e
COMMENTS OF iR L
MID-ATLANTIC POWER SUPPLY ASSOCIATION "3 :\: o
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Mid-Atlantic Power Supply Association ("MAPSA"), by its counsel, offers the
following comments to the Pennsylvania Public Utility Commission ("Commission") in response
to the filing of Electric Service Taniff - Pa. P.U.C. No. 3 (“Tariff”) made by PECO Energy
Company (“PECO™). This Tariff was filed by PECO in compliance with the directives contained
in the Commission's Orders entered December 23, 1997 and January 16, 1998 in connection with
PECO’s restructuring plan ("Order" or “Orders”’). MAPSA respectfully recommends that the

Commission direct PECO to make changes to the Tariff as set forth below in these Comments.

I MAPSA is an association of power marketers, independent power producers and a broad range of companies who
support the electric services industry with an interest in the emerging electric power supply market within the
Commonwealth of Pennsylvania and the Mid-Atlantic region. MAPSA's current Board of Directors includes
representatives of Air Products and Chemicals, Inc.; Atlantic Generation, Inc.; CNG Energy Services Corporation;
Cogen Technologies, Inc.; DuPont Power Marketing, Inc.; The Eastern Group; Energy Investment Advisors; Enron
Capital & Trade Resources; Edison Source; MC2, Inc.; NGC Destec; Odyssey Strategies, Inc.; and U.S. Generating
Company. The comments contained in this filing represent the position of MAPSA as an organization, but not
r@ssaﬁly the view of any particular member with respect to any specific issue.
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1. Introduction.

The Commission’s December 23, 1997 Order directed, at Ordering Paragraph Nos. 17
and 20, that PECO was to file, as part of its compliance filing, a separate tariff for alternative
generation suppliers. (December 23, 1997 Order at pages 162-163.) MAPSA notes that such a
tariff was not included in the documentation filed by PECO on January 20, 1998 and respectfully
requests that the Commission order PECO to fully comply with this directive. MAPSA  firmly
believes that the current tariff structure used by electric utilities and the Commission is not
applicable to the provision of competitive electric services and direct retail access. MAPSA
believes that it is necessary to develop a new “tariff” structure to be used for those services that
will be provided on a competitive basis. MAPSA realizes that the separation of regulated and
competitive services into separate filings is a large undertaking that will require a substantial
effort on behalf of both the electric utilities and the Commission; however, MAPSA believes that
such an effort 1s required in order for a successful competitive marketplace to exist in

Pennsylvania.

2. Specific Changes That Should Be Made to PECO's January 20, 1998 Filing.

In addition to its general comments set forth above, MAPSA believes that certain specific
changes should be made to the Taniff filed by PECO on January 20, 1998. The inclusion in tﬁese
Comments of certain provisions of the Tariff, while excluding other provisions, does not mean
that MAPSA agrees with all of the provisions included in PECO's compliance tariff filing that

are not identified in these Comments.
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a.
be added to the end of the definition that reads “In addition, unless explicitly prohibited by the

Public Utility Code or the Commission’s Rules and Regulations, an Electric Generation Supplier

Original Page No. 6 - Definition of Customer. An additional sentence should

may act as agent for an end use customer.”

b.

as written is not in full compliance with the Commission’s December 23, 1997 Order which

stated:

Original Page No. 8 - Definition of Summary Billing Account. The definition

PECO has defined "customer" to include a single point of
delivery. . ..

PECOQ's restriction is Inappropriate In a competitive
generation market because it makes it more difficult for customers
with multiple sites to aggregate their load with a single EGS.
Accordingly, we shall permit billing consolidation. For
administrative ease, billing consolidation should only apply to
customers who have multiple meters on the same rate tanff. This
change shall not apply to distribution charges because customers
with multiple meters may impose a cost on the system that is
different than a similar load from a single location associated with
the distribution of the service.

December 23, 1997 Order at page 140.

c.
Commission’s December 23, 1997 Order, special contracts must be unbundled and these

customers should have the option to seek the best price for service that is available in the

Original Page No. 11 - Rule 4.6: Special Contracts. Under the terms of the

marketplace. Specifically, the Order stated:

Now that all customers will have competitive choices, it is
no longer necessary to provide such "competitively priced"
services pursuant to "regulated rates" approved by the Commission



through the EER and Rule 4.6. Customers will be able to obtain
competitive rates from any supplier in the market and PECO is free
to provide competitive rates through its competitive affiliates or

divisions.
HARkkk

We conclude that PECO should unbundle existing contracts
for customers not prohibited from shopping based on the same
guidelines as we have provided for interruptible customers.

December 23, 1997 Order at pages 119-120.

d. Original Page No. 18 - Rule 12.2: Additional Limitations on Liability in

Connection with Direct Access, MAPSA’s concern is with the third paragraph of this Rule
which states: “The Company shall have no duty or liability with respect to electric energy before
it is delivered by an EGS tg a point of delivery on the PECO Energy distribution system, or after
its delivery to a customer receiving Competitive Energy Supply.” The point of delivery of
electric energy from an EGS to the PECO distribution system should not be defined solely by
PECO but should be a transfer peint that is negotiated between PECO and the EGS and should
be that point on the PECO distribution system that is most appropriate to deliver energy to the
end use customer being served. MAPSA suggests that this paragraph of Rule 12.2 read as
follows: *“The Company shall have no duty or liability with respect to electric energy before it is
delivered by an EGS to a point of delivery on the PECO Energy distribution system, or after its
delivery to a customer receiving Competitive Energy Supply. For each customer, the point of
delivery shall be negotiated between PECO and the EGS providing the electric energy into the

PECO Energy distribution system.”



e Original Page No. 18 - Rule 12.3: Emergency Load Control and Rule 12.4

Emergency Energy Conservation. These provisions of the Tariff are included pursuant to prior

orders issued by the Commission; however, they are not applicable in a direct retail access
environment and should be removed. To the extent that the Commission believes these tariff
rules must remain, they should specify that the provisions for emergency load control and
emergency energy conservation will be applied in a non-discriminatory manner to both Electric
Generation Suppliers and to PECO affiliated suppliers, and that EGSs will be notified if PECO

invokes these rules.

f. Original Page No. 18 - Rule 13.1: Resale of Service. The use of the word

“customer” in the first sentence of this Rule should also include an EGS, acting as the agent for
an end use customer. Thus, this sentence should be changed to read as follows: “Pursuant to
Section 1313 of the Public Utility Code, 66 Pa. C.S. 1313, a customer, or an EGS acting as an

agent for an end use customer, may resell Energy and Capacity and/or service provided by PECO

Energy ....”

g. Original Page 19 - Rule 14.7: Meter Reading Intervals. This Rule is

inconsistent with the provisions of the Commission’s recent rulemaking which provides that a
telemetric meter may be read by an EGS if the EGS is providing service to that customer. An
additional sentence should be added to the end of this Rule which reads: “An EGS providing
service to a customer with a telemetric meter shall read the meter at scheduled regular intervals

of one month. The meter reading schedule of the EGS shall be coordinated with PECO so that



the information obtained from the telemetric meter by the EGS can be transmitted to PECO in a

timely manner so that standard bills can be rendered to all customers.”

h. Original Page No. 21 - Rule 16.2: Request Tests. An EGS also should be

permitted to request a meter test on behalf of a customer to whom it provides electric energy or
on its own behalf if the EGS questions the accuracy of a meter serving a customer to whom the
EGS provides electric energy. This Rule should be changed to read as follows: “The Company
will make additional tests or inspections of its meters at the request of a customer, or at the

request of an EGS in cases where the EGS provides that customer with electric energy. . . .”

i. Original Page No. 21 - Rule 17.2: Billing Options. The $0.90 per bill fee to be

charged to an EGS when PECO acts as the billing agent should be removed from this Rule as the
amount of this fee has not been justified by PECO. The last sentence of this Rule should be
changed to read as follows: “When PECO Energy acts as an EGS’s billing agent, the Company
will bill the customer not only for the Company’s Fixed and Vanable Distribution Service

Charges, and CTCs, but also for the electric energy supplied by the EGS.”

i- Original Pages 21-22 - Rule 17.4: Payment Processing. In order to be

consistent with prior Commission orders, the priority of application of partial customer payments

set forth in subpart (b) of Rule 17.4 should read as follows:

1. Outstanding balance before Direct Access or the installment amount for a
payment agreement on this balance.
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2. Balance due or the installmerit amount for a payment agreement for CTCs
and Fixed and Variable Distribution Service Charges, and Energy and
Capacity Charges (when the Customer receives Default PLR Service).
Current CTCs and Fixed and Variable Distribution Service Charges.
Balance due for prior Energy and Capacity charges.

Current charges for Energy and Capacity.

Non-basic service charges.

A

k. Original Page No. 22 - Rule 17.5: Finance Charge and Collection Costs. If

the EGS is acting as the billing agent for electric energy charges because the customer has
selected to receive a separate bill from the EGS, then the last sentence of this Rule applies.
However, if PECO is acting as the billing agent for an EGS because the customer has selected to
receive a single bill which includes both PECO charges and charges for electric energy provided
by an EGS, then PECO should be responsibie for assessing and collecting finance and late
payment charges on the entire bill, including that portion of the bill which represents the EGS’s
fees and those fees should be remitted to the EGS when collected. The last sentence of this Rule
should be changed to read as follows: “In cases where PECO acts as the billing agent for an
EGS’s services, all actions taken pursuant to this Rule shall be taken on all outstanding balances,
including those of the EGS. In cases where the EGS is separately billing charges for electric
energy, the Company will not assess, nor seek collection of, financing or late payment charges on

an EGS’s charges, as this is the responsibility of the EGS.”

1. Original Page No. 22 - Rule 17.6: Budget Billing. Subpart (b) of this Rule

should be amended to read as follows: “An EGS’s charges will be included in the customer’s

Budget Billing Plan if the customer’s EGS agrees and appoints the Company as its billing

agent."



m. Original Page No. 22 - Rules 18.1-18.7: Pavment Terms & Termination of

Service. These Rules contain no provisions for payment arrangements or termination of service
for delinquencies of balances owed to EGSs, even though the EGS has no aunthority to single bili
a customer for all charges. If PECO is acting as the billing agent for an EGS because the
customer has selected to receive a single bill, PECO must be required to establish payment terms
on the entire balance owed by the customer, including amounts owed for electric energy supplied
by an EGS. In the altemnative, in cases where PECO is rendering a single bill, and PECO does
not wish to establish payment arrangements for EGS charges, then PECO should be required to
pay the EGS for the balances owed by the customer for electric energy and should then recover
these balances from the customer under a payment arrangement or through collection action

taken after termination of service.

n. Original Page No. 23 - Rule 21.7: Other Charges. A specific designation of all

services that can be provided and all charges that can be billed under this Rule should be
included in the Tariff. As written, the Rule creates a potential for discrimination because it is too
broad and leaves wide open the types of services and charges that PECO can offer in an attempt
to keep customers from choosing an alternative energy supplier. In the alternative, the Rule
should clearly state that any services provided to customers by PECO under this Rule also must
be offered to EGSs on a non-discriminatory basis and that an EGS also may request special

services under this Rule on behalf of its customers or potential custorners.

0. Original Page 24 - Rule 22.7: Direct Access Phase-In Procedures. The last

sentence of this Rule should be changed to read “Within fifteen days after receipt of the



participant’s EGS choice, PECO Energy shall send the participant a letter confirming the

participant’s EGS selection, with a copy also sent to the chosen EGS.”

p. Original Page Nos. 24-25 - Rules 23.1-23.8: EGS Switching. In order to

prevent or discourage the slamrm:ng of electric energy customers, confirmation of a change in
EGSs should be made or sent to both the old EGS and the new EGS. PECQ should have the
responsibility to notify both the old and new supplier that the customer has requested the change.
In cases where either the customer or the old EGS alleges slamming, no change should take place
until confirmed in writing by the customer. In addition, the $6.00 switching fee set forth in Rule

23.7 to be charged for each EGS switch should be removed as the amount of this fee has not been

justified by PECO.

q. Original Page No. 25 - Rule 24.1: Provision of Load Data. There should be no

fee charged for the provision of load data information and the $24.00 fee provision should be
removed from this Rule. If fees are to be charged, PECO should be required to justify the

amount of the fee imposed.

Also, PECO should be required to provide typical load shape data for a particular
customer class to an EGS upon request. A sentence should be added to the end of Rule 24.1
which reads as follows: “Upon the request of an EGS, the Company shall provide to the EGS

typical load shape data for specific customer classes.”



Original Page No. 27 .- Competitive . Transition Charge (CTC). The

Commission’s Orders provided that PECO may recover 34.935 Billion in stranded costs, plus a
7.47% rate of return. This provision of the Tariff, however, provides that PECO will recover

“Transition or Stranded Costs plus a 7.47% return based on a weighted average cost of capital

and applicable Pennsylvania Gross Receipts Tax.” Under this definition, PECO will recover

more than the amount of stranded costs authonzed by the Commission. The inclusion of
Penngylvania Gross Receipts Tax should be removed from the calculation of PECQO’s return.
Similarly, in its description of the ‘“Reconciliation” process, PECO has provided that “[i]nterest

on monthly over or under-recoveries shall reflect a 7.47% retumn plus applicable income taxes on

the equity component (revenue requirement).” Again, the inclusion of income taxes in the

calculation of PECO’s recovery of interest to be paid on under-recoveries will allow PECO to
recover more than permitted by the Commission’s Order. The inclusion of income taxes should
be removed from the calculation of interest to be collected and/or paid at reconciliation of the

CTC.

S. Original Page Nos. 31-87 - Minimum_Contract Terms Identified for

Individual Rate Classifications and Riders. Fo; each of the rate classifications and Riders

listed below, PECO has specified a minimum term of the initial contract which must be entered

into by the customer. These references should be removed from the Tariff.

o Rate RT Residence Time Of Use Service - Original Page No. 31; contract term
specified: not less than twelve months.
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Rate R-S Renewable Energy Service - Original Page No. 36; contract term
specified: not less than twelve months.

Rate GS General Service - Original Page Nos. 37-39; contract term specified: at
least one year.

Rate PD Primary-Distribution Power - Original Page No. 40; contract term
specified: at least three years.

Rate HT High-Tension Power - Original Page Nos. 41-42; contract term specified:
at least three years.

Rate POL Private Outdoor Lighting - Original Page Nos. 43-44; contract term
specified: at least three years.

Rate SL-P Street Lighting in City of Philadelphia - Original Page Nos. 45-47;
contract term specified: at least one year.

Rate SL-S Street Lighting Suburban Counties - Ornginal Page Nos. 48-49;
contract term specified: at least three years.

Rate SL-E Street Lighting Customer Owned Facilities - Original Page Nos. 50-51;
contract term specified: at least one year.

Rate TL Traffic Lighting Service - Original Page No. 52; contract term specified:
at least one year.

Rate BLI Borderline Interchange Service - Original Page No. 53; contract term
specified: at least five years, then from year to year until terminated on 60 days’
notice.

Rate AL Alley Lighting in City of Philadelphia - Original Page No. 55; contract
term specified: at least one year.

Auxiliary Service Rider - Original Page Nos. 57-59; contract term specified:
annual.

Capacity Reservation Rider - Original Page No. 60; contract term specified: one
to eight months.

Curtailment HT Rider - Original Page No. 64; contract term specified: at least
three years.



. Economic Efficiency Rider (EER) - Original Page Nos. 65-66; contract term

specified: a minimum of five years.

. Employment and Economic Recovery Rider - Original Page Nos. 68-71; contract
term specified: nine or four years.

. Incremental Process Rider (IPR) - Ornginal Page Nos. 73-74; contract term
specified: minimum of five years.

. Interruptible Rider 1 (IR-1) - Original Page Nos. 75-77; contract term specified:
one, two or three years.

. Night Service GS Rider - Original Page No. 82; contract term specified: at least
one year.

° Night Service HT Rider - Original Page No. 83; contract term specified: at least
one year.

. Night Service PD Rider - Original Page No. 84; contract term specified: at least
one year. '

° Seasonal Capacity Charge Service Rider - Original Page No. 87, contract term

specified: at least three years.

In a competitive environment, a minimum contract term restriction 1s
inappropriate for the provision of unbundled services and all customers should have the right to
switch suppliers as they choose and upon terms that are negotiated between the customer and the
supplier. MAPSA assumes that the inclusion of minimum contract terms in the various customer
rate classifications and riders listed above is the result of PECQO’s failure to reform its current
tariff structure to reflect direct access and the provision of competitive services, however, there
may be a reason (of which MAPSA is unaware) to allow PECO to require minimum contract

terms for the provision of distribution service.



t. Original Page Nos. 65-72 - Economic Efficiency Rider (EER). Emergency

Energy Conservation Rider, and Employment and Economic.Recm«'er\r Rider. Initially,

MAPSA points out that the Commission already has decided (December 23, 1997 Order at pages
199-120) that Rule 4.6 and EER contracts will no longer be available at such time as all
customers have a right to choose. Due to the ability of industrial customers to choose alternative
suppliers for a prorata share of their total load on January 1, 1999 and on January 2, 1999, PECO
should no longer offer these Rule 4.6 and EER contracts to industrial customers (Rates HT, EP,

PD, and applicable GS) as of January 1, 1999.

As a general observation, MAPSA questions if the Economic Efficiency Rider,
Emergency Energy Conservation Rider, and Employment and Econ.omic Recovery Riders are
appropriately included in a competitive tariff and, as noted above, assumes they are remnants of
PECO’s fully bundled tanff in which it was necessary to provide customer rate incentives.
Again MAPSA points out that the electric utilities and the Commission need to rethink a total
reform of the existing taniff structure so as to accommodate the regulation of certain functions
and the competitive nature of other functions. To the extent that provisions such as these Riders
are to remain in PECO’s Tariff, the provisions should be offered on a non-discriminatory basis

and should be subject to the Code of Conduct.

u. Original Page No. 72 - Energy Services Rider. Subparagraph (b) should be

removed from the Tariff for the following reasons:

1. PECO cannot treat customers in a discriminatory manner;

]



2. PECO cannot offer a rate to customers that is not tariffed; and
3. PECO cannot reduce the rates charged by PECO EDC to a level that is less than

the tariffed rates.

The provisions of subparagraph (b) violate all of these prohibitions.

v. Original Page No. 90 - Interim Code of Conduct. The Interim Code of

Conduct incorporated in the Tariff does not comply fully with the Commission’s findings at
pages 125-131 of the December 23, 1997 Order regarding competitive safeguards. To comply
with the Order, the following additions and modifications must be made to the Interim Code of
Conduct included in the Tanff (additions are underlined, deletions are in brackets):

2. PECO EDC shall supply services, information and goods and apply the rules and

provisions of its Tariffs to non-affiliates in [the same] a comparable.
non-discriminatory manner_with similar rates, terms and conditions as it supplies

such_services, information and goods and applies the rules of its Tariffs to a
PECO Supplier.

7. Neither PECO EDC nor a PECO Supplier may directly or by implication [falsely
and unfairly] represent:

SHOULD BE ADDED

9. All transactions between PECO EDC and an affiliate must be pursuant to a
contract that is submitted for review and approval by the Public Utility

Commission pursuant to Chapter 21 of the Public Utility Code. (See page 130 of
the Commission’s Order.)




SHOULD BE ADDED

10. PECO shall not engage in_transactions concerning the competitive generation
market unless it is for goods or services made available to competitors on

comparable terms and conditions.

In addition, MAPSA strongly believes that all of PECO’s EDC policies and
procedures regarding the operation of the competitive generation market and customer direct
access (including, but not limited to, load forecasting, scheduling and balancing) must be

incorporated as part of a Commission approved Tariff and must be subject to the Interim Code of

Conduct.

W. Original Page No. 91 - EGS Rights and Obligations. All agreements to be

entered into between PECO and an EGS with respect to the provision of Competitive Energy

Supply should be speciﬁcally subject to the Code of Conduct set forth in the Tariff.

The “EGS Policies and Procedures” referred to in Item No. 4 should be
incorporated into the Tariff, together with all other operational requirements which an EGS will

be required to meet in order to provide energy in PECO’s service territory.

The requirement set forth in Item No. 3 that an EGS obtain transmission service
for delivery of generation within or outside of the PJM System is within the FERC’s jurisdiction
and shouid not be controlled by a Commission-approved tariff. [n addition, every EGS has an
obligation to abide by FERC and PJM rules in order to maintain the reliability of the PIM

System. However, because the Commission has an ongoing obligation to ensure that the total
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rates charged to customers are just and reasonable, PECO's FERC tariffs should be filed with the

Commission for informational purposes.

X. Retail Transmission Services Rider. Because transmission services are FERC

jurisdictional and the terms under which unbundled transmission service is to be provided to
custorﬁers have been or will be subsumed within PECQO’s PIM Tariff, MAPSA assumes that this
Rider is included in the Tariff by PECO for informational purposes only. To the extent this was
not PECO’s intent, the direct correlation between the Retail Transmission Services Rider and the
other provisions of the Tariff should be explicitly set forth in the Rider. To the extent PECQO
meant there to be a relationship between the Retail Transmission Services Rider and other
provisions of the Tariff, MAPSA cautions that the Commission review those relationships to
ensure that PECO is not creating an arrangement which “ties” a supplier’s ability to use PECQO’s
distribution system with a requirement to use PECO’s transmission service, thus preventing a
supplier from obtaining and bringing energy to its customers through PECO’s distribution

system from any source it chooses.

3. General Comments on PECO’s Compliance Tariff. Because there does not appear to

be any specific provisions included in the Tanff as to an EGS’s responsibility for line losses and
other ancillary services (i.e., penalties or requirement of additional delivery of generation),
MAPSA assumes that there are none and that the transmission and distribution rates included

within the Tariff are all that an EGS or an EGS’s customer is expected to pay. If additional
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charges are to be added for line losses and other ancillary services, PECO shouid be required to

specifically list those items in an unbundled tariff with specific costs assigned.”

4, Conclusion.
For the reasons set forth above, MAPSA respectfully requests that the Commission direct
PECO to make changes to its Electric Service Tanff Pa. P.U.C. No. 3 as set forth in these

Comments.

Respectfully submitted,

Qﬂw;@ K Ml

William T.'Hawke

Janey L. Miller

Todd S. Stewart

Malatesta Hawke & McKeon LLP
Harrisburg Energy Center

P. 0. Box 1778

Harrisburg, PA 17105-1778
(717) 236-1300

Counsel for Mid-Atlantic Power
Supply Association

DATED: January 27, 1998

>

*  MAPSA assumes that the costs related to line losses and ancillary services have been properly included in
PECO’s currently bundled distribution rates and that the total charges that may be assessed to include these items
with distribution will not exceed the distribution charges currently stated in the Tariff.
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

APPLICATION OF PECO ENERGY

COMPANY FOR APPROVAL OF ITS ;

RESTRUCTURING PLAN UNDER : DOCKET NO. R-00973953
SECTION 2806 OF THE PUBLIC ;

UTILITY CODE

PETITION OF ENRON ENERGY SERVICES
POWER, INC. FOR APPROVAL OF AN
ELECTRIC COMPETITION AND CHOICE
PLAN AND FOR AUTHORITY PURSUANT :
TO SECTION 2807(e)(3) OF THE PUBLIC : DOCKET NO. P-00971265
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PROVIDER OF LAST RESORT IN THE : “ e, g
SERVICE TERRITORY OF PECO ENERGY ' l HELJEIVED
COMPANY
JAN 27 1998

- PA PUBLIC UTILITY COMMISSIG
COMMENTS OF CONECTIV ENERGY ON THE PROTHONOT£RY'S OFFICE
PECO ENERGY COMPLIANCE FILING

NOW COMES, Conectiv Energy, by and through its attorney, and pursuant to
Ordering Paragraph 4 of the Commission’'s Restructuring Reconsideration Order,
entered January 16, 1998, files these Comments to the Compliance Filing of PECO

Energy.
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. Background

Before the Commission for action is the Compliance Filing of PECO Energy, filed
in response to the Commission's December 23, 1997 Restructuring Order and its
Restructuring Reconsideration Order, entered January 16, 1998. Review of the filing
reveals that certain of its preliminary provisions, rules, and supporting documentation
do not comport with the various orders of the Commission or contain provisions that
were not authorized by the Commission. Conectiv Energy submits that there exist
sufficient discrepancies between the Commission’s Orders and the Compliance Filing to
warrant an order rejecting portions of the filing.

Conectiv also notes that the time from for review has been limited. The
Commission should expressly reserve authority to make further refinements as

necessary due to pending proceedings and rulemakings.

Il PECO’s CTC Calculation is Excessive

In the context of its filing, PECO has proposed a CTC rate of 2.77¢/kwh’ as
opposed to the 2.56¢/kwh as set forth in the Commission’s December Order. Pursuant
to the Commission's December Order at page 46, the existing bundled rate is
undisputedly 9.95¢/kwh, the unbundled T&D rate is 2.93¢/kwh, the shopping credit is

4 .46¢/kwh and the CTC (for shopping customers) is tentatively established at

: Stranded Investment Recovery Schedule/Calculations appended to the
filing.
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2.56¢/kwh. Although the Commission in its Reconsideration Order did not represent
the same table as contained in its original order, it would only be logical to assume that
as the Commission decreased the amount to be recovered through the CTC, the CTC
rate would decrease. Consequently, PECO's system average CTC of 2.77¢/kwh is

untenable. There exists at least two primary problems with PECO’s CTC calculation.

A. PECQ Uses a Capital Cost of 10.31% Instead of the 7.47% Contained
in the Orders

1. The Orders are Clear
Pursuant to the Commission’'s December Order, the Commission concluded that:
...the record in this proceeding supports adopting PECO's revised

long-term debt rate of 7.47% to calculate the revenue requirement
for the recovery of the CTC over the 8% year transition period.

* * %

The CTC shall be calculated on a “per kwh" basis assuming annual
sales of 33,569,358 MWH in 1999, escalating at 0.8% annually
throughout the transition period. PECO shall calculate the CTC
with a cost of capital of 7.47% on the unamortized balance.

December 1997 Order, pp. 108-109 (Footnotes omitted). In its discussion of
adjustments in its Reconsideration Order, the Commission reiterated its previous
decision, specifically providing that:
The compliance filing shall calculate the CTC in the manner
described in the Order and restated for clarification as follows: (1)
The CTC is to be calculated recognizing the monthly receipt of

revenue by PECO; (2) the CTC is to be calculated using a 7.47 per
cent rate of return, inclusive of all revenue requirements. . .
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Reconsideration Order, p. 25, emphasis added. It would appear from PECO’s
compliance calculations that PECO utilized the 7.47% as directed but “grossed up” that
percentage for income tax on alleged equity to arrive at its 10.31%. At the very least
this raises the issue of the Commission’s meaning of the phrase “inclusive of all
revenue requirements.” Conectiv Energy submits that income taxes are appropriately

included within that phrase.

2. SFAS 109 Treatment lllustrates Why a 10.31% Cost Would Be
Inconsistent

As noted in the SFAS 109 Deferred Taxes portion of the Reconsideration Order?
the $1,687 billion amount to be recovered was a nominal amount, which was converted
to a net present value amount of $1.216 billion. Appendix to Reconsideration Order.

If a 10.31% cost of capital is utilized, the $1.216 billion amount becomes a
$1.921 billion nominal amount, $234 million in excess of the nominal amount allowed.®

Clearly, the use of a 10.31% cost produces an unintended result.

2 Restructuring Reconsideration Order, p. 15

? The $1.921 billion is calculated by utilizing the overall ratio of nominal
value to net present value under PECO’s approach. PECO derives nominal collections
of $7.781 billion (excluding GRT) from a net present value of $4.935 billion -- a ratio of
1.58. Applying this ratio to $1.216 billion equates to the $1.921 billion set forth above.
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B. PECO Does Not Calculate the CTC Based upon the Appropriate Sales
Level

As stated previously, the Commission’s order is quite clear - the CTC is to be
calculated at an initial level of 33,569,358 MWH in 1999, escalating at 0.8% annually
throughout the transition period. While a cursory glance at “Summary of Unbundled
Revenue,” the first page of the Proof of Revenue aﬂachmént to the filing, would lead
one to believe that the Commission’s sales level was utilized, the individual rate class
volumes in that column do not tie in to the actual volumes used in the class specific
proof of revenues. For example, in the Summary of Unbundled Revenue, Rate GS is
shown to have sales of 6.557,040 MWh, yielding $240,293,000 in CTC revenues.
However, in the subsequent detailed analysis of Rate GS provided by PECO, the

following usage is found:

First 80 hours 1,702,309 MWh
Next 80 hours - summer 595,665 MWh
Additional Use 3,268,471 MWh
Over 400 hours and 2000 kwh 143,310 MWh
Space Heating 462,566 MWh

Total sales 6,172,321 MWh

Thus, it would appear that PECO has designed the actual rates to be charged to
customers utilizing sales volumes that are lower than those contained on its summary
page.

Anocther apparent discrepancy involves Rate HT. The aforementioned Summary

of Unbundied Revenues indicates sales of 14,198,713 MWh, yielding CTC revenues of



$313,191,000. Returning to the detailed calculations utilized to support this summary,

the actual charges to customers are based upon a sales level of 11,781,829 MWh.

First 150 hours use 3,728,210 MWh
Next 150 hours use 3,638,786 MWh
Additional Use 4,332,292 MWh
HT Auxiliary 46,820 MWh
Interruptible 35,721 MWh

Total 11,781,829 MWh

Thus, the actuai CTC charges for HT customers are based upon sales volumes that are
understated by 2,416,884 MWh.

PECO should be directed to develop the rates based upon the 33,569,357 MWH
as set forth in the Commission’s orders so that the actual rates to be charged properly

reflect the Commission’s sales volumes.

L. The Commission’s Orders Do not Authorize a Nuclear Decommissioning
Cost Adjustment Clause.

Within the context of its December 1997 Restructuring Order, the Commission
adopted an annuity approach to nuclear decommissioning costs, adopting PECO’s
indication that annual contributions of $22.7 million as an annuity payment to a trust
fund would provide for full funding of decommissioning costs. The Commission did not
provide for PECO to include within its tariff a Nuclear Decommissioning Cost
Adjustment Clause which would be adjusted every 5 years and would be chargeable to
all customers. In effect, PECO has established a pseudo sliding scale fuel cost

adjustment clause without the sanction of this Commission. Even if such a proposal is
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adopted by the Commission, Conectiv Energy would request that this adjustment
clause be subject to the same reporting and review requirements of any other sliding

scale of rates.

V. Switching Fees Have Been Expressly Disallowed by The Commission.

The OCA raised, within its Petition for Reconsideration, the issue that the
Commission had overlooked the issue of the proposed fee that PECO was to charge to
customers for switching suppliers. As found in the Commission’s Reconsideration
Order:

We shall adopt the recommendation of OCA witness Alexander
that a switching fee is inappropriate during the early stages of

customer choice . . .

Reconsideration Order, p. 17. Despite this admonition, PECO has included within its

Rule 23.7 a $6.00 switching fee.

V. PECO’s Rules 3.4 and 14.1 are Contrary to the Commission’s Order
In its Restructuring Order at page 140-141, the Commission makes it clear that

the customer and/or the EGS may select and supply the meter to be utilized. The
Commission states:

[W]e do believe that advanced metering offers substantial

opportunities for the development of competitive generation

products and that this Commission must facilitate development of

those products and services. The right to choose a competitive

EGS is inherently related to the ability to choose alternative
generation services and products made possible be advanced
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metering. Customers must have a reascnable choice of advanced
meters in conjunction with the services offered by their chosen
EGS.

While PECO, as a regulated EDC, shall be responsible for all

physical work related to the meter, the customer and/or the EGS

may select the qualified meter to be used.
Conectiv Energy submits that in order to promote and facilitate the development of
competitive generation products and services, it is important the customer have the
right to choose not only among the various potential offerings by PECO but those
meters offered by an EGS as long as the meter that is chosen by the customer or the
EGS complies with the Commission's qualifications.

In its Rules 3.4 and 14.1 it appears that PECO will be the sole supplier of

metering equipment. Conectiv submits that this is contrary to the intent of the

Commission’s Order.

VI. Rule 22 Phase-In Procedures Need Flexibility

Rules 22.1 and 22.2 speak of an “enrollment card” and imply that this card is the
exclusive means of volunteering for enroliment. It should be noted that in the pilots
there were various means of enrollment used by EDCs and EGSs. PECO directly
accepted only enrollment cards, which caused problems because of many instances of
customers not receiving or misplacing the cards. In addition, Conectiv believes that

EGSs should be able to accept enroliments in any form, and forward them to PECO, so



long as the customer is not required to seiect that EGS as its supplier as a condition of
processing the enrollment. Absent this flexibility EGSs will not be able to participate in
the enrollment process at all, and customers will not be exposed to the reasons that
EGSs would be able to offer for customers to enroll.

Rule 22.7 imposes a requirement that EGS selection be “in writing, either directly
or through an EGS.” Conectiv believes the written requirement is too inflexible, and
would at a minimum suggest clarification that Internet sign-up and fax transmissions are
acceptable.

In addition, Conectiv has concerns where PECO would accept an EGS selection
“directly.” This caused problems in the pilot where EDCs accepted customer selection
of an EGS without the EGS agreeing to provide service or even having knowledge of
the selection. Just as an EGS cannot unilaterally select a customer, a customer cannot
unilaterally select an EGS. Instead, both the EGS and the customer must agree to
terms. Clarification to this effect would be appreciated.

Rule 22.8 states that to receive service a customer must “complete the required
paperwork.” This open-ended provision is an invitation for abuse by allowing PECO to
unilaterally impose obstacles and hassles. Instead, just Iiké in the pilots, customers
should receive service when the EGS certifies that the customer has made a selection

in compliance with the rules.



VIl. Billing and Collection

Several portions of PECO compliance filing have a direct bearing on billing and
collection services. Rule 17.2 would impose upon an EGS a charge of $.90 per bill
{(presumably on a monthly basis) for the inclusion of EGS charges on a customer's
unified bill. Rule 17.4 states that PECQO’s charges are always deemed to be first and
that an EGS'’s charges are always deemed to be last. Rule 17.5 states that PECO will
not place any finance or late payment charges due an EGS on the same unified bill.
Rule 18.2 prohibits an EGS’s payment arrangements with a customer from being
placed upon the unified bill. Both the December Restructuring Order and the
Reconsideration Order are silent on these points, but they are vitally important because
burdens on EGS's translate directly into higher business costs and higher prices to
customers.

Regarding Rule 17.2, it should be noted that the Commission, in its August 29,
1997 Opinion and Order establishing a pilot program for PECO*, agreed with the OCA
and Environmentalists that the imposition of a $.90 billing fee was inappropriate as
there was no cost justification for such a fee. Conectiv submits that in the PECO
Energy restructuring proceeding, PECO did not justify such a fee. Instead, the fee
merely reappears in the compliance filing as it did in the pilot filing. Conectiv submits

that no billing fee has been justified or approved by the Commission.

4 Petition for Approval of Retail Access Pilot Programs Pursuant to 66
Pa.C.S. §2806(G) - PECO Energy Company, P-00971170 (August 26, 1997)
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Regarding Rule 17.4, Conectiv objects to being forced, for all intents and
purposes, into reliance on the EDC unified bill while being totally subordinate in
payment. Underscoring the problem is the EGS’s inability to effectuate service
termination as a collection remedy (which PECO has imposed by agreeing with the
OCA position). Other tariffs rules compound the problem, as well as the yet undefined
scope of Chapter 56 burdens on the ability of EGSs to receive payment.

It is axiomatic that EGS cannot provide service if they cannot get paid. In
addition, it is our understanding that none of PECO’s uncollectible expense has been
excluded from restructured rates, meaning that uncollectible expense incurred by
EGS'’s and reflected in competitive rates is essentially a double dip on consumers.

Under these circumstances it is imperative that the Commission address
payment priority. We believe that one of two alternatives should be adopted. Either
partial payment should be split pro rata between PECO and the EGS, or an amount
past due to an EGS should be higher priority than a current amount due PECO. Either
of these aiternatives would help ameliorate the untenable situation posed by PECO’s
proposed rule.

Regarding Rules 17.5 and 18.2, similarly, PECO has, again through its
compliance filing, refused to include payment arrangement.s between an EGS and a
customer on its bill and has refused to apply late payment charges on behalf of an EGS
presumably even if the EGS supplies PECO with sufficient information regarding the

payment arrangement or late payment charge. The Commission Order on the pilot
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compliance filing® is instructive. In that Order, the Commission, in response to such
language contained in PECO's pilot program compliance filing stated:
The Commission believes that if the EDCs are engaged in

billing for the suppliers’ services, the EDCs must continue to

provide collection activities as they currently do for their own

billings, at no additional charges to suppliers.
PECO Compliance Order p. 26. Conectiv submits that if an EGS and a customer
arrange a payment schedule for services, PECO as the renderer of the bill, should be
required to reflect them on the unified bill. Similarly, PECO should be directed to reflect

late payment charges on the unified bill in the same manner as they provide that

service for their own billings.

VIIl. Rule 24.1 Violates The Commission’s Orders

Pursuant to PECO’s Rule 24.1, an EGS would be required to pay PECO either
$24.00 for the load data for a customer that has telemetric continuous hourly metering,
or an unspecified amount for load data for all other customers. Such a provision was
included in PECO's Pilot Program filing and was rejected by the Commission. Petition
for Approval of Retail Access Pilot Program Pursuant to 66 Pa. C.S. §2806(G), P-
00971170 (August 29, 1997), pp. 85-86. At the time of the Commission’s disapproval
of the load data fee in the pilot programs, the Commission stated that if there was to be

any such fee, it should be based upon the true costs incurred by PECO to provide the

3 Compliance Filing of PECO Energy Company For Approval of Its Retail
Access Pilot Program, P-00971170 (October 10, 1997)
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service, and should be subject to the Commission’s approval. The Commission did
not approve such a charge in either the December Restructuring Order or its
Reconsideration Order.

In addition to not receiving approval for these fees, and being the only company
to suggest such fees, Conectiv submits that such a fee will only serve to hinder
accurate deliveries of generation to customers from an EGS. It is simply illogical that
an EGS should be forced to pay PECO an undetermined amount in order to prevent
any under or over delivery of electricity to the PECO system. Indeed éystem reliability

alone would justify the furnishing of load data at no additional cost to an EGS.

IX. The Proposed Energy Service Rider (Tariff Page 72) is Anti-Competitive and
Violates the Commission’s Orders

Through the proposing of its Energy Services Rider, PECO attempts to gain a
competitive advantage. Pursuant to the terms of that Rider, any customer who returns
to the PECO system as a default customer® would be entitled to receive service either
at the tariffed rate for a period of one year, or at a market rate, presumably set by
PECO, on a month to month basis. Through these provisions it would be possible for
PECO to tout the advantages of returning to PECO-EDC as they could meet or beat a

price that was being offered by a customer’s current supplier. The Commission has

6 A default customer is not defined within PECO’s tariff. However, PECO
will serve as a “Default PLR” to any customer who fails to choose an alternative
supplier; chooses not to choose; or returns to default service after having chosen an
alternative generation supplier. Tariff p. 6

-13-



addressed this issue in both its December Restructuring Order and its Order on
Reconsideration.

In its December Restructuring Order, the Commission addressed the rates to be
charged to those customer who do not have the opportunity to shop (pp. 132-133) and
customers who do not have a competitive supplier.” In both instances the Commission
clearly stated that customers in these categories shall receive the bundled tariffed rates
of PECO. The Commission provided additional clarification in its Reconsideration
Order in commenting upon the questions raised by the OCA and CEPA. As stated by
the Commission:

PECO, as an EDC, remains a regulated utility and may only

offer Commission-approved, tariffed rates. In this proceeding, no

party provided evidence that PECO’s regulated rates should be

reduced under traditional ratemaking. Protected by the statutory

rate caps, customers who do not shop remain regulated rate

customers of PECO on the same terms and conditions of service

unless changed by Commission Order.
Reconsideration Order, p. 21. The Commission could not be clearer on this point. All
customer who do not take service from an alternative generation supplier are to be
served by PECO as the PLR at regular tariffed rates. Accordingly, Conectiv submits

that the Energy Service Rider and all references to that Rider should be eliminated from

PECO’s tariff.

7 This later category includes customers who choose not to choose and
those customers who return to the provider of last resort. Restructuring Order, pp. 133-
134).
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IX. Interim Code of Conduct (Tariff Page 95)

It does not appear that PECO has fully complied with the Interim Code of
Conduct direction of the Commission. In those respects Conectiv relies on the
comments of other parties.

Conectiv does believe that a general rule should be set forth in the Code, to the
effect that PECO will treat its affiliated EGSs like nonaffiliated EGSs. A general rule
would cover situations not necessarily addressed in a particular rule. For example,
Conectiv has objected throughout the pilots that PECO's web site promotes its Horizon
Group affiliate. This is clearly inappropriate but it has not been clear which specific rule
of the pilot code of conduct this violates. A general rule would cover such a situation.

Conectiv notes that the Interim Code of Conduct should be given an effective
date of the Commissioner’s entry of Order on the Compliance Filing -- not January 1,
1989. Otherwise, conduct the Code is designed to prevent could occur through the

entire phase-in process occurring this year.

X. EGS Rights and Obligations (Tariff Page 96)

Conectiv objects to the open-ended nature of items 2, 4, and 5. Any agreements
that PECO would attempt to impose on EGSs as a condition of serving customers
should be submitted to the Commission for review and approval months in advance of
the commencement of service so as: (1) to avoid the EDC .being able to coerce

agreement from EGSs as a condition of providing timely service to customers (this
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occurred in the pilots); and (2) to allow the Commission time to review and approve all
the provisions. Material submitted would have to include all provision that are
“incorporated by reference” such as PECO's “Policies and Procedures.” These
agreements also should include PECQO'’s obligations to suppliers such as the required

time period for PECO to remit customer payments to EGSs.

Xl.  Conclusion

In view of the foregoing, Conectiv Energy respectfully requests that the
Commission require PECO to alter its Proposed Tariff Electric Pa. P.U.C. No. 3 to
reflect Conectiv Energy’s Comments. In addition, as the tariffs are not scheduled to
become effective until January 1, 1999, and in light of the fact that some of the tariff
provisions are the subject of various interpretations, Conectiv Energy respectfully
requests that this Commission provide for a period of time prior to the tariffs becoming
final within which the parties to the Restructuring proceeding can consult with PECO as
to its interpretation of various provisions and bring any additional concerns to the

Commission’s attention.

Respectfully submitted,

Chaey / VARG

Craig A. {081, Esquire
214 State Street
Harrisburg, PA. 17101

Counsel for Conectiv Energy

DATED: January 27, 1998
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{Counsel for PAIEUG)

Christopher B. Craig, Esquire

Democratic Committee on Appropriations
Room 545, Main Capitol Building
Harrisburg, PA 17120

(Counsel for The Honorable Vincent J. Fumo)

Daniel Clearfield, Esquire

Alan Kohler, Esquire

Wolf, Block, Schorr and Selis-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}

Paul R. Bonney

Assistant General Counsel
PECO Energy Company
2301 Market Street, S23-1
Philadelphia, PA 19103
(215)841-4252

Alan J. Barak, Esquire

Penn Energy Project

1417 Blue Mountain Parkway
Harrisburg, PA 17112

(Attorney for Environmentalists)

John L. Munsch, Esquire
Allegheny power

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

Bruce A. Connell, Esquire

DuPont Power Marketing, Inc.

Legal Department

600 N. Dairy Ashford, ML-1034

Houston, TX 77079

{Counse! for DuPont Power Marketing, Inc.)

1 hereby certify that | have this date served the following document by {4

Certificate of Service

[l

Walter W, Cohen, Esquire

Andrew J. Giorgione, Esquire

Obermayer Rebmann Maxwell & Hippel LLP
204 State Street

Harrisburg, PA 17101

{Counsel for IPL)

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

Karen Qill Moury, Esquire
Assistant Small Business Advocate
Suite 1102, Commerce Building
300 N. 2nd Street

Harrisburg, PA 17101

Steven P. Hershey, Esquire

Community Legal Services, Inc.

1424 Chestnut Street

Philadelphia, PA 19102

(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)

Linda C. Smith, Esquire

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

{Counsel for AARP)

Randall V. Griffin, Esquire

Delmarva Power & Light Company
800 King Street

Wilmington, DE 19899

{Counsel for Delmarva Power & Light)

Roger Clark, Esquire
NESIP 905 Denston Drive
Ambler, PA 19002-3901

Paul E. Nordstrom, Esquire

Joel D. Newton, Esquire

Verner Lipfert Bernhard McPherson& Hand
901-15th Street, NW

Washington, DC 20005-2301

(Counsel for Allegheny Power)



Michael G. Banta, Esquire
Indianapolis Power & Light Company
One Monument Circle

P.O. Box 15935

Indianapolis, IN 46206-1595

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

Joseph A, Dworetzky, Esquire
John P. Lavell, Jt., Esquire
Hangley Aronchick Segal & Pudlin
One Logan Squire - 12th Floor
Philadelphia, PA 19103

Terence Fitzpatrick, Esquire
David Desalle, Esquire

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

{Counsel for GPU))

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

David M. Wise
WiseEnergy

6135 Summitt Avenue
Maplewood, NJ 07040

Mr. Brian Kalcic

Excel Consulting

Suite 720-T

225 S. Merames Avenue
St. Louis, MO 63105

Audrey Van Dyke, Associate Counsel

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

Washington, DC 20374-5018

Peter Bradford

P.O. Box 497
Peru, VT 05152

Dated: January 27, 1998

Usher Fogel, Esquire

Roland, Fogel, Koblenz & Carr, LLP
Albany, NY 12207
{Counsel for PPA)

Susan M. Shanaman, Esquire
212 North Third Street, Suite 203
Harrisburg, PA 17101

Janet Miller, Esquire
Malatesta Hawke & McKeon
100 N. Tenth Street
Harrisburg, PA 17105

{Counsel for Mid-Atlantic Power Supply Association)

Richard LaCapra/Lee Smith/Doug Smith
LaCapra Associates

The Province Building

333 Washington Street

Boston, MA 02108

Thomas Catlin

Exeter Associates, Inc.
Suite 350

12510 Prosperity Drive
Silver Spring, MD 20904

Nancy Brockway, Esquire
Suite 400

18 Tremont Street
Boston, MA 02108

Stephen J. Baron

J. Kennedy and Associates

35 Glenlake Parkway, Suite 475
Atlanta, GA 30328

Gary A. Jeffries, Senior Attorney
CNG Energy Services Corporation
One Park Ridge Center

P.O. Box 15746

Pittsburgh, PA 15244-0746

Richard Silkman
163 Main Street
Yarmounth, Maine 04096

Ralph Smith

Larkin & Associates
15728 Farmington Road
Livonia, MI 48154

Oras Lt

Craig A. l?ll,"’ﬁsquire
214 State Street
Harrisburg, PA 17101
{717)230-9555

Attorney for Conectiv Energy, a division of
Delmarva Power & Light Company



Alfred A. Miller

. Tirector
b tates & Regulatory Affairs
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PECO ENERGY o e ™
PO Box 8699
Phitadelphia, PA 19101-8699

215 841 5760

KJR
January 28, 1998
w
(o’
o
By FedEx and Fax 3
Mr. James J. McNulty, Secretary
Pennsylvania Pubiic Utility Commission D O C UME
P. O. Box 3265 r_O NT
Harrisburg, PA 17105-3265 I L DER
Attention: Thomas P. Maher, Analyst [l| [5} L0
Energy Industry =
Bureau of Fixed Utility Services = =3
Dear Mr. McNulty: AT o
P 1) X
Enclosed are PECO Energy Company’s Answers to Bureau of FiQEJUtH"&y
Service’s Interrogatories: i o
[ i

Set I: 1 through 16.

Sincerely, s

\—--‘-//‘
A. A. Miller

AAM/rmt N

Enclosures
CcC: w/enclosures
Certificate of Service (w/enclosure)
James McNulty, Acting Prothonotary (Certificate of Service Only)



. Certificate of Service .k
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I hereby certify that | have this day served the foregoing docurnents an the foltowing by first call mail.

Michael Fischer, Attorney General

John Povilaitis, Chief Counsel
/ Office of Attormey General

Law Bureau

Pennsylvania Public Utility Commissian
North Office Building, Room G-28
Harrisburg, PA 17105

Strawberry Square - 16" Floor
Harrisburg, PA 17120

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

P.O. Box 3265

Harrisburg, PA 17105-3265

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

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

Harrisburg, PA 17108-1168
(Counsel for PAIEUG)

Bernie Ryan, Esquire

Assistant Small Business Advocate
Suite 1102, Commerce Building
300 N, 2™ Street

Harrisburg, PA 17101

Christopher B. Craig, Esquire

Democratic Committee on Appropriations
Room 545, Main Capitol Building

Harrisburg, PA 17120

{Counsel far The Honorable Vincent J. Fume}

Steven P. Hershey, Esquire
Community Legal Services, |nc.
1424 Chestnut Street
Philadelphia, PA 19102

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

Daniel Clearfield, Esquire

Donald A. Kaplan, Esquire
Alan Kohler, Esquire

Preston, Gates, et al.

Wolf, Block, Schorr and Sclis-Cohen Suite 500 (D)
305 N. Front Street; Suite 401 1735 New York Avenue, NW -
Harrisburg, PA 17101 Washington, DC 20006-4759 co
{Counsel for Enron} {Counsel for PP&L) D
I~
Paul Russell, Esquire : Rseph C. Crawford
Pennsylvania Power & Light Co@@ C lJ M E N oif, Block, Schorr & Sohs-Cohen
Two North Ninth Street Twelfth Floor - Packard Building
Alientown, PA 18101 r- D 111 . 15" Street
(Counsel for PP&L) O L i Philadelphia, PA 19102-2678
Roger Clark, Esquire Linda C. Smith, Esquire
NESIP Ditworth, Paxson, Kalish & Kauffman -
905 Denston Drive 305 North Front Street, Suite 403 _:5 "c%
Ambler, PA 18002-3901 Harrisburg, PA 17101 :1_" -
(Attorney for Environmentalists) {Counsel for AARP) f;:é:n =
S
Craig A. Doll, Esquire Randall V. Griffin, Esquire S B9
214 State Street Delmarva Power & Light Company : :; -
Harrisburg, PA 17101 800 King Street ;JI; -
{Counsel for Delmarva Power & Light} Wilmington, DE 19899 ,_JD -
(Counsel for Detmarva Power & Light) :_r; f;z
Walter W. Cohen, Esquire / Andrew J. Giorgicne, Michael &. Banta, Esquire (12‘
Esguire indianapoiis Power & Light Company
Obermayer Rebmann Maxwell & Hippel LLP One Monument Circle
204 State Street P.O. Box 1595
Harrisburg, PA 17101 Indianapolis, IN 46208-1595
105738

DOCKETED
F'8261998

L W B




Audrey Van Dyke, Associate Counsel

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

Washington, DC 20374-5018

{Counsel for Dept. of Navy)

{Counsel for IPL)

Robert A. Mills, Esqure

MeNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108-1166

{Counsel for PA Retailers' Association)

Joel D. Newton, Esquire

Verner Liipfert Bernhard McPherson & Hand
901 - 15" Street, NW _

Washington, DC 20005-2301

{Counsel for Allegheny Power)

Gordon J. Smith, Esquire

John & Hengerer

1200 17" Street, NW - Suite 600

Washington, DC 20038-3008

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

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

(Counsel for New Energy Ventures)

Stephanie A. Sugrue, Esquire/Sheila 8. Hollis, Esquire
Mary Ann Rallis, Esquire

Duane, Morris & Heckscher LLP

1667 K Street, NW, - Suite 700

Washington, DC 20006-7800

(Counsel for QST Energy)

Lance S. Haver
6048 Ogontz Avenue
Phitadelphia, PA 19141

John Gallagher, Esqurie

Michael Klein, Esquire

LeBoeuf, Lamb, Greene & MacRae, LLP

200 North Third Street - Suite 300

Harrisburg, PA 17108-2105

(Counset for Enron Energy Services Power, [n¢.)

|

William T. Hawke, Esquire

Janet Miller, Esquire/Todd S. Stewart, Esq.
Malatesta Hawke & McKeon

100 N. Tenth Street

Harrisburg, PA 17105

(Counsel for Mid-Atlantic Power Suppiy Association)

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689
{Counsel 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
Lillian Srnith 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 & Carr, LLP

1 Columbia Place

Albany, NY 12207

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

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

300 Hamiiton Blvd.; Suite 300
Pearia, IL 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 Floor

Philadelphia, PA 19107-378-0



Kenneth G. Hurwitz, Esq.

Maureen Z. Hurley, Esq.

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

Dated: January 28, 1998

Q
S 7L

Noel H. Trask

Assistant General Counsel
PECO Energy Company
2301 Market Street, 523-1
Philadelphia, PA 19103

(215) 841-4252




