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James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
North Office Building, Room B20 
Harrisburg, PA 17105-3265 

Re: PECO Joint Petition for Full Settlement 
Competitive Provider-of-Last Resort 
Docket Nos. R-00983953 and P-Q0971265 

Dear Secretary McNulty: 

Allegheny Power 
8 0 0 Cabin HIM Drive 
Greensburg, PA 1 5 6 0 1 - 1 6 8 9 
Phone: (724) 8 3 7 - 3 0 0 0 
FAX: (724) 8 3 8 - 6 1 7 7 
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E-mail: jmunsch@alleghenypower.com 

January 19, 1999 , -^ — ̂  
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JAN 19 1999 

PA PUBLIC UTILITY COMMISSICr 
SECRETARY'S BUREAU 

Enclosed please find an original and three (3) copies of the Reply Comments of 
Allegheny Power to Comments of Mid-Atlantic Power Supply Association in the above-
captioned matter. 

Very truly yours, 

Mhn L. Munsch 
^Attorney 

Enclosures 

cc: Certificate of Service 
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

RE: PECO JOINT PETITION FOR 
FULL SETTLEMENT 

(COMPETITIVE 
PROVIDER-OF-LAST RESORT 
PARAGRAPH NO. 38) 

Docket Nos. R-00973953 and P-00971265 

REPLY COMMENTS OF ALLEGHENY POWER TO 
COMMENTS OF MID-ATLANTIC POWER SUPPLY ASSOCIATION 

Allegheny Power1 files these comments in response to those filed by Mid-

Atlantic Power Supply Association ("MAPSA"), dated December 3, 1998, at the above-

captioned docket. 

'NT. F Q j ^ Q ^ 1 ^ Is&heny Power asserts that this proceeding is specific to PECO and its 

respective settlement. Because of the differences in individual company settlements, CDS 

issues should be addressed for each company within the context of single company 

proceedings. The results of this proceeding should not be generically applied to other 

Pennsylvania companies. 

US 

JAW 20 1999 
1 Allegheny Power is the trade name of West Penn Power Company, a Pennsylvania corporation and 

licensed utility. 



I. Background 

The Pennsylvania Public Utility Commission ("Commission") approved PECO 

Energy Company's ("PECO") restructuring plan on May 14, 1998. On October 19, 1998, the 

Commission adopted a tentative order that released for comment PECO's proposed "Rules for 

Competitive Default Service." Allegheny Power filed comments on December 1, 1998. On 

December 9, 1998, MAPSA asked the Commission to provide the opportunity to file reply 

comments, and at the Commission's Public Meeting held December 17, 1998, the Commission 

provided additional time for the parties to file reply comments until January 17, 1999. 

II. Effects on Securitization 

Allegheny Power is in general agreement with the reply comments of PECO, 

dated December 10, 1998, which respond to the MAPSA's comments. In addition to the 

PECO comments, however, Allegheny Power is concerned about the effect of MAPSA's 

stranded cost buy-down proposal on securitization. In particular, Allegheny Power is 

concerned that the intrusion of a third party into the intangible transition charge process could 

generate concerns for financing parties, and therefore could have a negative effect on the 

issuance of transition bonds on behalf of the electric utility or assignee. Certainly, the stranded 

cost buy-down proposal was not contemplated under Chapter 28 or the utilities' restructuring 

settlement orders. While MAPSA claims that its proposed stranded costs buy-down method 

may be easy to implement since the Commission need only select the highest bidder, Allegheny 

contends that inserting a third party into the securitization process will only serve to confuse 

the process and possibly denigrate the credit rating advantages inherent in the Chapter 28 

securitization procedure. 

u:\jsheleh\PECO\APrepcmisMAPSA-OCA.doc T 



III. Buy-down Not Part of Settlement 

Aside from its possible negative effect on the securitization process, Allegheny 

Power is also concerned that the MAPSA proposal clearly falls outside the agreement reached 

in PECO's restructuring settlement. Allegheny agrees that the Commission should reject the 

invitation of MAPSA to develop new and different concepts of PLR or CDS service from that 

developed in the restructuring settlement. In proposing an entirely new approach to the 

bidding process for CDS, the MAPSA is attempting unilaterally to change utility settlements. 

IV. CDS Is For All PLR Service 

Finally, MAPSA's proposal could encourage CDSs to selectively choose to 

provide those services which are most profitable. CDS services should be clearly delineated 

and defined and should include all PLR aspects, including termination of service. At page 15 

of its comments, at paragraph T19, MAPSA suggests that the CDS bidder should be entitled to 

receive from the utility an appropriate credit for providing billing and collection services. 

MAPSA also suggests that the EDC perform physical termination. The CDS should not be 

able to decline the cumbersome, unpleasant and costly aspects of PLR service. Physical 

termination of service is closely tied to the other CDS services, such as meter reading and 

billing, and should remain with the CDS winning bidder. Indeed, as PECO points out, 

MAPSA's proposal is contrary to the explicit terms of its joint petition which provides that the 

CDS should receive a cross section of PECO's customers, including low-income and inability-

to-pay customers. 

u:\jsheleh\PECO\APrepcmtsMAPSA-OCA.doc 



V. Miscellaneous 

• MAPSA contends that CDS service may be for more than 20 percent of 

customers. Allegheny Power wants to be on record as stating that in its 

proceeding the 20 percent CDS portion of customers is a strict limitation, 

not a minimum. 

* MAPSA submits that "PECO Energy shall provide to any CDS provider at 

least five (5) days notice to the CDS on its load obligation." Allegheny 

Power does not take a position about notification of load forecasts in this 

proceeding, but it notes that in Allegheny Power's control area forecasts are 

provided one (1) day in advance. 

V. Conclusion 

Allegheny Power recommends that the comments of MAPSA not be 

incorporated by the Commission in adopting standards for the implementation of competitive 

default service. 

Respectfully submitted, 

Date: January 19, 1999 ALLEGHENY POWER 
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B E F O R E T H E 
PENNSYLVANIA PUBLIC U T I L I T Y COMMISSION 

R E : P E C O JOINT PETITION FOR 
F U L L S E T T L E M E N T 

(COMPETITIVE 
PROVIDER-OF-LAST RESORT 
PARAGRAPH NO. 38) 

Docket Nos. R-00973953 and P-00971265 

C E R T I F I C A T E O F S E R V I C E 

I certify that this 19th day of January 1999, I have served a true and correct copy 

of the Reply Comments of Allegheny Power to Comments of Mid-Atlantic Power Supply 

Association by first-class mail, postage prepaid, upon the following: 

Craig R. Burgraff, Esquire 
Malatesta, Hawke & McKeon LLP 
Harrisburg Energy Center 
100 North Tenth Street 
Harrisburg, PA 17101 

David O. Epple, Director 
Regulatory & Committee Affairs 
Pennsylvania Electric Association 
800 N. Third Street, Suite 301 
Harrisburg, PA 17102 

James M. Cunningham, President 
Pennsylvania Electric Association 
800 N. Third Street, Suite 301 
Harrisburg, PA 17102 

Tanya J. McCloskey, Esquire 
Irwin A. Popowsky, Esquire 
Office of Consumer Advocate 
555 Walnut Street 
S"1 Floor, Forum Place 
Harrisburg, PA 17101-1923 

Mark R. Dingman 
Vice President & General Manager 
UGI Utilities, Inc. 
Hanover Industrial Estates 
400 Stewart Road 
P.O. Box 3200 
Wilkes Barre, PA 18773-3200 

Stephen L. Feld 
Senior Attorney 
First Energy 
76 South Main Street 
Akron, OH 44308 

Paul R. Bonney 
Mary McFall Hopper 
PECO Energy Company 
2301 Market Street, S23-1 
Philadelphia, PA 19103 

Chris S. King 
Vice President 
CellNet Data Systems, Inc. 
125 Shore way Road 
San Carlos, CA 94070 



Alan Michael Seltzer 
Ryan, Russell Ogden & Seltzer, LLP 
1100 Berkshire Boulevard, Suite 301 
Reading, PA 19160-1221 

JohivL. Munsch 
Attorney for 
ALLEGHENY POWER 
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W. EDWIN OGDEN 

ALAN MICHAEL SELTZER 

TERRANCEJ. FITZPATRICK 

JEFFREY A. FRANKUN 

JOHN F. POVUAITIS 

JANET E. ARNOLD 

DAVID M. DESALLE 

LAW OFFICI 

RftN, RUSSELL, OGDEN & SELTZER LLP 
1100 BERKSHIRE BOULEVARD 

SUITE 301 

READING, PENNSYLVANIA 19610-1221 

TELEPHONE: (610) 3724761 
FACSIMILE: (610)372-4177 
WEB SITE: RYANRUSSELLCOM 

VIA UPS OVERNIGHT 

January 20, 1999 

SAMUEL B. RUSSELL (RETIRED) 

HAROLD J. RYAN (1972) 

JOHNS. MCCONAGHY(1981) 

HARRISBURG OFFICE 

800 NORTH THIRD STREET 

SUITE 101 

HARRISBURG, PENNSYLVANIA 

17102-2025 
TELEPHONE: (717) 236-7714 
FACSIMII£: (717)236-7816 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
North Office Building 
Room B-20 
Commonwealth Avenue and North Street 
Harrisburg, Pennsylvania 17120 

Re: PECO Joint Petition For Full Settlement, Competitive Provider of 
Last Resort. Paragraph 38. Docket Nos. R-00973953 and P-00971265 

Dear Mr. McNulty: 

Enclosed herewith for filing are an original and fifteen (15) copies of Replies to 
Comments on behalf of GPU Energy in the above-referenced proceeding. These Replies to 
Comments are being submitted in accordance with the Commission's order in the above matter 
entered on December 21, 1998. 

Copies of these Replies to Comments are being served this date upon those 
parties listed on the attached Certificate of Service. 

w t . ~"n O 
Very truly yours, 

RYAN, RUSSELL, OGDEN & SELTZER LLP 

Alan Michael Seltzer 
m m 

AMS:sae 
Enclosures 

cc: As per Certificate of Service RECEIVED 
JAN 2 oN m 



fo 
J\J CEIVED 

BEFORE THE JAN 2 0 1S99 

Re: 

PENNSYLVANIA PUBLIC UTILITY COMMISSION^UBLIC UTILITY COMMISSION 
SECRETARY'S BUREAU 

PECO Joint Petition for Settlement 
Docket Nos. R-00973953 and 

P-00971265 

DOCKETED 

Competitive Provider of Last Resort 
Paragraph 38 

REPLIES OF METROPOLITAN EDISON COMPANY AND 
PENNSYLVANIA ELECTRIC COMPANY TO COMMENTS 

JAN 22 1999 

Metropolitan Edison Company and Pennsylvania Electric Company, " 

collectively doing business in Pennsylvania as GPU Energy ("GPU Energy" or 

collectively, the "Company"), by and through their attorneys, Alan Michael Seltzer and 

Ryan, Russell, Ogden & Seltzer LLP, hereby file the following Replies to Comments in -

the above matter. 

1. Introduction 

GPU Energy filed timely Comments to the Commission's Tentative Order 

entered in the above matter on October 20, 1998. In an Order entered on December 21, 

1998, this Commission, among other things, directed (i) the parties in this proceeding to 

submit Replies to Comments within thirty (30) days (i.e., January 21, 1999) and (ii) the 

Executive Director's Office of the Commission to convene a meeting in February 1999 i 

connection with PECO's Competitive Default Service ("CDS"). 

fn m 
GPU Energy has a profound and significant interest in CDS for several 

reasons. First, it has actively participated in this proceeding by submitting comments, 

and expects to be an active participant in the PECO CDS collaborative starting in 

February. Second, GPU Energy will start implementing its own CDS program on June 1, 

2000 - a full seven months earlier than PECO. Consequently, GPU Energy will need to 

- 4 



resolve all of the issues associated with CDS before PECO. Third, CDS will apply to all 

of GPU Energy's customer classes, not only the residential customers covered by PECO's 

CDS. Needless to say, the rules for GPU Energy's CDS must be broad enough to work 

effectively for all customer classes. Fourth, GPU Energy's CDS could potentially apply 

to 80% of the Company's customers - four times more than applicable to PECO. 

The Comments and Reply Comments submitted by the parties in this 

proceeding will provide their view of how certain CDS issues should be resolved in the 

upcoming collaborative process. In order to facilitate an understanding of GPU Energy's 

position, it is necessary to address five principles. The more detailed CDS comments 

GPU Energy expects to introduce during the PECO collaborative process will be in the 

context of these five general principles. 

II. Reply Comments - General CDS Principles 

1. Generic versus Company Specific Issues 

Not every issue involved in this proceeding can or should be established 

on a generic basis and applied to all electric distribution companies ("EDCs") uniformly. 

GPU Energy's unique circumstances must be kept in mind when formulating CDS rules 

in this proceeding. The differences among EDCs must be recognized in this process, and 

neither GPU Energy nor any other EDCs should be bound to the resolution of certain 

issues in this proceeding without regard to their individual circumstances. 

For example, GPU Energy's CDS program will apply (i) to more customer 

classes than PECO, (ii) to a larger percentage of the Company's total customers than 

PECO and (iii) under circumstances in which GPU Energy will not be the owner of any 

generating resources. These differences with PECO suggest the need for different rules 



for certain aspects of CDS. Developing uniform CDS rules where none are needed will 

lead to less than optimal results for CDS in Pennsylvania. 

The issues most suitable for generic resolution are those affecting the 

qualifications of CDS suppliers. GPU Energy is committed to working with PECO, the 

Commission and the parties to develop strong and consistent criteria for qualification of 

CDS providers, regardless of who ultimately implements the CDS program or is 

responsible for approving qualified bidders. The Company expects to participate actively 

in the PECO collaborative on these issues. 

HL Relief from the Generation Rate Cap Imposed by the Competition Act 

Successful implementation of CDS is dependent upon whether EDCs, as 

the generation provider of last resort, will be protected from the adverse rate 

consequences associated with providing services to customers at costs that exceed their 

generation rate cap imposed under the Electricity Generation Customer Choice and 

Competition Act, 66 Pa. C. S. §§ 2801-2813. I f CDS is to be truly successful, EDCs 

cannot be required to absorb the costs to serve customers who return to them (or elect not 

to take all available CDS services) at levels that may exceed their capped rates. Relief 

from the generation rate cap is absolutely essential in circumstances where the EDC no 

longer owns any generating facilities and is subject to the vagaries of the market when 

seeking to acquire energy, capacity and other resources to serve customers who (i) do not 

elect to shop, (ii) do not elect to take service from their appointed CDS supplier or (iii) 

take service from the CDS supplier but later return (for whatever reason) to the EDC. 

GPU Energy will be confronting these exact issues when it implements its CDS program 

on June I , 2000. 



Some recognition that adherence to the rate cap is antithetical to 

successful CDS must be addressed in this proceeding. 

IV. Greater Flexibility for CDS Providers Requires Greater Flexibility 
In Dealing with the Generation Rate Cap 

Several parties, principally the Mid-Atlantic Power Supply Association 

("MAPSA") and the Office of Consumer Advocate ("OCA"), suggest that CDS suppliers 

should be given the opportunity to choose those services they would like to bid on and 

provide to CDS customers, with the EDC retaining the obligation to deliver what the 

CDS provider elects not to supply. While enhanced flexibility makes some sense from 

the perspective of customers and CDS providers, the same is not necessarily true for 

EDCs. After all, allowing CDS suppliers the right to decide what they will supply to 

customers and/or bid to EDCs will require EDCs to maintain the infrastructure necessary 

to support all aspects of such services, including metering, billing, call center, collection 

activities, customer care functions, etc.1 I f CDS suppliers want to have the flexibility to 

choose which array of services they will package in their CDS, EDCs must be given rate 

protection for the risks they assume and the costs they incur to provide these "back-up" or 

"default" services. 

In other words, the greater the flexibility provided to CDS suppliers, the 

greater the rate and cost protection that must be afforded to EDCs, particularly the 

generation rate cap. Beyond the generation rate cap, however, EDCs must be provided 

adequate and appropriate ratemaking for those infrastructure activities they will continue 

to provide in order to "back stop" CDS providers who (i) default in those obligations, (ii) 

1 Allowing a CDS supplier to bid on a variety of services could make the overall evaluation of CDS 
supplier bids more challenging since the evaluation is likely to involve more than just price considerations. 



do not elect to offer the full array of services potentially required by customers, or (iii) in 

circumstances in which no CDS supplier bids or is qualified to provide CDS. 

V. CDS Rules Must Prohibit and Discourage Customer Gaming 

CDS providers and EDCs share a common concern when it comes to 

customer gaming. Customers cannot be encouraged, implicitly or explicitly, to switch 

among CDS providers, electric generation suppliers and EDCs to take advantage of 

variations in pricing or cost structures resulting from the differences in the costs of 

generation supply during certain times of the year. It will not take customers long to 

realize the enormous benefits they can achieve and the costs they can impose on EDCs 

and CDS suppliers by switching generation suppliers at different times of the year. It 

would be grossly unfair and exceedingly costly for either the CDS suppliers or EDCs, as 

the provider of last resort, to be required to provide service at capped rate levels to 

customers who seek to return to them in search of lower rates during high cost periods. 

Those customers generating higher incremental costs must be required to pay them. This 

approach properly mimics typical unregulated enterprises and provides the correct price 

signals to customers. 

The potential issues associated with gaming are well known and can easily 

be addressed, provided that all parties share a common goal of discouraging customers 

from engaging in such conduct and imposing needless costs upon EDCs and CDS 

suppliers. For example, at least one electric generation supplier is currently offering a "5-

4-3" contract under which customers take generation from the supplier during the months 

of January through May (i.e., the "5") and return to the EDC as the provider of last resort 

Under these circumstances, the rules for CDS would need to be carefully crafted to ensure fair treatment for 
all parties. 



0 
during the historically high cost months from June through September (i.e., the "4"), and 

then return to the supplier during the months of October through December (i.e., the "3"). 

The PECO collaborative process must address this serious issue of gaming and reflect it 

in generic CDS rules. 

VI. MAPSA's Stranded Cost Buy-Down Model 

MAPSA proposed a novel concept in its comments. Although chastised 

by PECO as being inconsistent with the terms of its Joint Petition for Settlement, 

MAPSA raised a unique and interesting proposal which warrants further consideration in 

the PECO collaborative process. In simple terms, MAPSA suggests that CDS bidders 

quote an all-in price for the right to provide CDS. The winning bid price would then be 

used to write down the applicable EDC's stranded costs, and the winning CDS bidder 

would be permitted to provide CDS services at the EDC's cost level. 

MAPSA identified a number of advantages to its proposed stranded cost 

buy-down model. This approach merits further evaluation and consideration, irrespective 

of whether it meets the technical requirements of any settlement. GPU Energy is 

presently reviewing this model to determine its applicability, not only to PECO but to 

GPU Energy in its own upcoming CDS collaborative process. To dismiss this concept 

out of hand would be inconsistent with providing CDS in a manner that meets the best 

interest of all affected constituencies. 

VII. Conclusion 

The five general principles discussed above are critical to the resolution of 

final rules dealing with CDS in Pennsylvania. GPU Energy welcomes the opportunity to 



work with all interested parties in the PECO proceeding to reflect these and other 

principles in the design of a realistic and acceptable CDS program for PECO Energy. 

Respectfully submitted, 

Alan Michael Seltzer 
Ryan, Russell, Ogden & Seltzer LLP 
1100 Berkshire Boulevard 
Suite 301 
Reading, PA 19610-1221 
Telephone: (610)372-4761 

Attorneys for GPU Energy 



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Re: PECO Joint Petition for Settlement 
Competitive Provider of Last Resort 
Paragraph 38 

Docket Nos. R-00973953 and 
P-00971265 

CERTIFICATE OF SERVICE 

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

Metropolitan Edison Company and Pennsylvania Electric Company to Comments upon the 

individuals listed below, in accordance with the requirements of 52 Pa. Code §1.54 (relating to 

service by a participant). 

Service by First Class Mail, addressed as follows: 

James McNulty, Secretary 
Pennsylvania Public Utility Commission 
North Office Building 
North Street and Commonwealth Avenue 
Harrisburg, PA 17120 
(Served UPS Overnight) 

Office of Consumer Advocate 
555 Walnut Street 
Focum Building 5 t h Floor 
Harrisburg, PA 17101 

Office of Trial Staff 
901 North 7 t h Street 
Harrisburg, PA 17102 

PECO Energy Company 
2301 Market Street 
Philadelphia, PA 19101 

Dusquesne Light Company 
301 Grant Street 
Pittsburgh, PA 15279 

West Penn Power Company 
800 Cabin Hill Drive 
Greensburg, PA 15601-1689 

Penn Power Company 
1 East Washington Street 
New Castle, PA 16103-0891 

Pennsylvania Power & Light 
Two North 9 t h Street 
Allentown, PA 18101 

Allegheny Power 
800 Cabin Hill Drive 
Greensburg, PA 15601-1689 

Mark R. Dingman 
UGI Utilities, Inc. 
Hanover Industrial Estates 
400 Stewart Road 
Post Office Box 3200 
Wilkes Barre, PA 18773 

RECEIVED 
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Pennsylvania Electric Association 
800 N. Third Street, Suite 301 
Harrisburg, PA 17102 

Todd S. Stewart, Esquire 
Malatesta Hawke & McKeon 
Harrisburg Energy Center 
100 North Tenth Street 
Harrisburg, PA 17101 
Counsel for Mid-Atlantic 

Chris S. King, Vice President 
CellNet Data Systems, Inc. 
125 Shoreway Road 
San Carlos, CA 94070 

Dated: January 20, 1999 
Alan Michael Seltzer, Esquire 
RYAN, RUSSELL OGDEN & SELTZER LLP 
1100 Berkshire Boulevard, Suite 301 
Reading, Pennsylvania 19610-1221 
(610) 372-4761 

Attorneys for 
Metropolitan Edison Company and 
Pennsylvania Electric Company 
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January 20, 1999 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 7> co 
Room B-18, North Office Building ^ 
PO Box 3265 
Harrisburg, PA 17120 

RE: RE: PECO Joint Petition for Full Settlement Competitive Provider of Last 
Resort Paragraph 38; Docket Nos. R-00973953, et al.; REPLY 
COMMENTS OF THE MID-ATLANTIC POWER SUPPLY 
ASSOCIATION TO REPLY COMMENTS OF PECO ENERGY 
COMPANY 
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Dear Secretary McNulty: 

Enclosed, for filing with the Commission, please find the original and fifteen (15) copies 
of the Reply Comments of the Mid-Atlantic Power Supply Association to the Reply Comments 
of PECO Energy Company above-captioned matter. 

If you have any questions concerning this filing please direct them to me. 

Very truly yours. 

ToddS. Stewart 
Counsel for the Mid-Atlantic 
Power Supplies Association 

TSS/bes 
cc: Chairman John Quain 

Vice Chairman Robert Bloom 
Commissioner David Rolka 
Commissioner Nora Mead Brownell 
Commissioner Aaron Wilson, Jr. DOCUMEN! 

FOLDER 
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RE: PECO JOINT PETITION FOR 
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cz I. INTRODUCTION 

The Mid Atlantic Power Supply Association ("MAPSA"), by and through its counsel, 

Malatesta Hawke & McKeon LLP, submits its Replies to the Comments of PECO Energy 

Company ("PECO") in the implementation of Paragraph No. 38 of the Joint Petition for Full 

Settlement of PECO Energy Company's Restructuring Plan ("Joint Petition"). 

Since the filing of its initial comments, MAPSA's proposal to structure the "energy and 

capacity market price bidding process" as a "stranded cost buy down" has been supported by an 

independent think tank, the Regulatory Assistance Project (RAP). A copy of the RAP paper is 

enclosed as Attachment "A." RAP's analysis concluded that: 

Asking bidders to indicate the price they would charge default 
customers and to pick the lowest price bid is the wrong approach . . 
. .* A better approach is to ask prospective bidders to indicate the 
payment they would be willing to make to be granted the right to 
provide default service to customers at a set price which includes 
retailing costs . . . . These two approaches would be equally 
effective in finding the lowest cost provider of default service and 
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in minimizing the over all cost to electric customers of obtaining 
default service. But the second approach is also consistent with the 
goal of not artificially discouraging the development of a 
competitive retail market. 

If the second approach is taken, then the payment from the winning bidder(s) could be 

used to reduce the wires charge or the CTC . . . . So long as the default premium is given entirely 

over to electricity customers, they will be largely indifferent to the fact that the default provider 

is charging above wholesale market prices for generation service.1 

[* In MAPSA's proposal this "set price" is the present PLR rate.] 

RAP's analysis makes clear that to achieve maximum customer benefit and to enhance 

competition, the Commission should establish MAPSA's stranded cost buy down approach as 

the mechanism to determine the CDS provider. 
m vo 
o ^ C J I — i 

m is. r;*i 

ii. REPLIES §;5; ^ o 

A. MAPSA's Proposal is Fully Consistent with the Joint Pet^on'sS ^ 
Requirement to Submit Bids for Energy and Capacity. §5 -57 't*t^ 

rn r̂ j 
J> co 

PECO opposes as violative of the terms of the Joint Settlement the MA?SA proposal 

which would select the Competitive Default Service ("CDS") provider on the basis of the amount 

that an EGS would be willing to remit to "buy down" stranded costs.2 But PECO's argument is 

based upon a misunderstanding of the MAPSA proposal and the terms of the Settlement. 

Regulatory Assistance Project, Issuesletters, (Draft) "Selling Rates for Default Service: The Basics," (URL: 
www.rapmame.org/defaultsvc.html) at 3. 
2 PECO Reply Comments at 2-3. 



The Joint Settlement states only that on January 1, 2001, "20% of all of PECO's 

residential customers . . . shall be assigned to a provider of last resort default supplier other than 

PECO that will be selected on the basis of a Commission-approved energy and capacity market 

price bidding process." 3 

MAPSA fully intends that the bid process for selecting the CDS provider would be "on 

the basis of a Commission-approved energy and capacity market price bidding process" and is 

not proposing a bidding process divorced from energy and capacity market prices. MAPSA 

would simply have the bidding process structured so that the winning bidder would agree to 

provide energy and capacity at rates and in rate structures identical to PECO's Provider of Last 

Resort rates and rate structures. 

The amount an EGS bids would obviously be based in part upon the EGS' view of the 

market price of energy and capacity (based on internal market price forecast made by the EGS) 

and in part upon how much revenues it would receive from consumers using CDS service. The 

EGS would use these numbers to calculate how much it could pay in "buying down" stranded 

costs. 

There is not a single word in the Joint Settlement that would bar or preclude the MAPSA 

stranded cost buy down proposal, nor did PECO point to any provision that would so indicate." 

Thus, the MAPSA proposal is perfectly consistent with the Joint Settlement. 

3 Joint Settlement, H 38a (emphasis added). 
4 The only other guidance in the Joint Settlement is the provision indicating that "[t]erms and conditions of CDS 
shall be established, maintained, and modified by the Commission." T|38(c). This general grant of authority 
obviously supports MAPSA's approach. 



In fact, MAPSA's proposal fully supports other elements of the Joint Settlement which, 

the Commission has indicated, are just as important to the Commission as the specifics of the bid 

process. For example, the PUC has indicated that "[b]ids must reflect a clear correlation to 

PECO's residential rates and shall maintain the same cost allocation among the rates as contained 

in the settlement." 5 Without such a nexus, the CDS price will likely cause confusion and 

concern for remaining residential customers. MAPSA's process would result in a direct 

correlation between CDS rates and PECO's existing rates and rate design thus avoiding these 

concerns. No other process would achieve this important goal. PECO is simply incorrect when 

it states that MAPSA's proposal is inconsistent with the terms of the Settlement or with PUC 

goals and cannot be implemented. 

B t MAPSA's Proposal is Not Complicated. 

PECO appears to argue that the MAPSA proposal should be rejected because it allegedly 

"is more complicated." But indeed, one advantage of MAPSA's stranded cost buy down 

proposal is its simplicity of execution. A bid process which allowed each EGS to structure its 

CDS service would have to be analyzed by the Commission for each rate class. The stranded 

cost buy down, on the other hand, would allow the Commission to make a very easy 

determination of the winning CDS provider - the pre-qualified EGS bidding the highest amount 

wins. In addition, the stranded cost buy down payment will be distributed simply as a credit 

against the entire classes' stranded costs — all consumers will see a reduction in their CTC rates. 

Clearly, the "stranded cost buy down" proposal will not present any obstacles to 

implementing the Joint Petition's requirements. 

PUC Tentative Order, Annex A, H S3. 



C. MAPSA Recognizes that the Physical Termination Through the EDC 
May be Appropriate. 

PECO argues that there are "no legal, logistical or procedural obstacles to the CDS" 

providing physical termination to customers.6 MAPSA recognizes that the Settlement generally 

contemplates the CDS structure would encompass all retail obligations, and not simply providing 

energy and capacity.7 One potential element of CDS service is the physical termination of 

customers who do not pay their bills, after the CDS provider has complied with all applicable 

Chapter 56 provisions. Nothing in the Joint Settlement, however, explicitly mandates that 

termination duties must be transferred to the CDS. 

Generally, the PUC's restructuring rubric so far has clearly assigned termination 

responsibility to the EDC only. For example, in its Final Order8 establishing Chapter 56 

guidelines for maintaining quality customer service under the Electricity Generation Customer 

Choice and Competition Act,9 the Commission made clear that "EDCs shall be responsible for 

ending the physical delivery of service."10 The Commission went on to state that, when 

customers contact the supplier to obtain physical discontinuance of service, instead of contacting 

the EDC, procedures governing exchange of information between suppliers and EDCs must 

provide for rapid notification to the EDC." Maintaining termination responsibility with the EDC 

6 PECO Reply Comments at 5. 
7 MAPSA segments CDS into two categories: (1) Retail CDS involves all retail obligations required by 
Commission regulations (e.g., billing, customer care, etc), and (2) Wholesale CDS involves only the provision of 
energy and capacity and transmission sufficient to meet the needs of the consumers with the EDC providing all 
other retail obligations. 
8 Final Order re: Guidelines for Maintaining Customer Services at the Same Level of Quality Pursuant to 66 Pa. C.S. 
§ 2807(D), and Assuring Conformance with 52 Pa. Code Chapter 56 Pursuant to 66 Pa. C.S. § 2809(E) and (F), 
Docket No. M-00960890F.0011, Order entered July 11, 1997 (Customer Service Order). 
9 66 Pa. C.S.A. §§ 2801, et seq. 
1 0 Customer Service Order at 35. 
1 1 Customer Service Order at 35. 



thus would be consistent with the Commission's general directives and policy determinations. 

MAPSA understands the importance of this issue and looks forward to working with the other 

parties to achieve a reasonable resolution. 

D. MAPSA's Proposed Change to Paragraph T7 is Necessary. 

PECO argues that MAPSA "cannot pick and choose the services it will provide and still 

receive the entire 'credit'."12 MAPSA was indicating its preference, as indicated in its original 

comments, that "the CDS [be] identical in all respects to the PECO Energy PLR."13 MAPSA is 

not attempting to pick and choose. The Commission, however, may decide for policy reasons 

that it would be better for a CDS not to provide a particular service(s). In this event, the CDS 

should not be penalized by having the CDS credit reduced. The CDS credit amount was a 

negotiated amount with no direct correlation to the unbundling of specific unbundling of 

services, and trying to pull out certain charges is impossible. The Commission should recognize 

that even if as the CDS service differs from PECO PLR services the CDS credit should'not be 

changed. 

E. MAPSA and the OCA's Proposed Method of Restoring CDS Service 
to 20% is Consistent with the Joint Petition. 

PECO argues that the MAPSA and OCA proposals to restore the CDS customer pool is 

inconsistent with the Joint Petition. The understanding of the parties was that the Commission 

would implement the CDS process in a manner that would support a competitive market and 

provide value for those consumers who did not switch for whatever reason. Clearly, insisting 

that the 20% pool be replenished only with customers that have already switched to a 

12 PECO Reply Comments at 7. 
1 3 MAPSA Comments at 13. 



competitive provider (and thus were not currently using PLR service) would completely frustrate 

the "replenishment opportunity" and reduce the value of CDS service to EGSs. Adding 

additional PECO PLR to fill out the 20% pool would not violate the Settlement — it would be an 

add on to the agreed upon CDS procedure. The Commission has authority to take such action by 

virtue of its authority set forth in section 2807(e)(3) of the Code.14 This discretion to expand the 

competitive PLR is not limited by the Settlement. Using this plenary authority, the Commission 

has the ability to expand CDS service rules to make them more pro-competitive. Accordingly, 

the Commission should order that the total pool for CDS service should reflect PLR customers. 

I I I . CONCLUSION. 

MAPSA recommends that the Commission utilize these comments in developing 

standards for the implementation of CDS pursuant to Paragraph 38 of the Joint Petition. 

Respectfully submitted, 

fiodd S. Stewart, Esquire ' 
Malatesta Hawke & McKeon LLP 
Harrisburg Energy Center 
P. O. Box 1778 
Harrisburg, PA 17105-1778 
(717) 236-1300 

Counsel for the Mid-Atlantic 
Power Supply Association 

DATED: January 20,1999 

14 "If a customer contracts for electric energy and it is not delivered or if a customer does not choose an alternative 
electric generation supplier, the electric distribution company or commission-approved alternative supplier shall 
acquire electric energy at prevailing market prices to serve that customer and recover fully all reasonable costs, 
(emphasis added)." 
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Issuesletters 

DRAFT 

Setting Rates for Default Service: The Basics 

One of the most important issues which any state moving to retail electric competition must face is 
setting the rates, terms, and conditions for default service ~ the electric generation service which will 
be provided to customers who, for one reason or another are not signed up with a competitive 
generation provider. Early experience in California and Massachusetts shows that a significant 
majority of residential and small commercial consumers are likely to be default service customers. 
Early experience in Pennsylvania shows that the price of default generation service plays a crucial role 
in dictating whether competitive retail suppliers can enter and participate in the market. 

Overlooking the careful design of default service is a serious mistake which can undermine the 
development of a competitive retail market. For example, suppose all customers who do not choose a 
supplier remain with the incumbent utility and pay for generation services at wholesale commodity 
prices. This is tantamount to awarding a large share of the retail market to the only seller customers 
have ever dealt with, at a price other retail competitors can't match. It is not likely to lead to vigorous 
competition in the small use commercial and residential markets. 

There are three principal components crucial to any default rate policy — setting the right price while 
minimizing overall costs, deciding who should provide default service, and the relationship of default 
service to developing clean energy resources. This Issuesletter will discuss each in turn. 

What is Default Service? 

The concept of default service does not exist in ordinary competitive markets. Every consumer buying 
any other product chooses a retail supplier. There is no default provider of, for example, gasoline. 
Every consumer that buys gasoline chooses a retail supplier. Customers do not have the option of 
doing nothing, thereby having their cars filled by a default provider at a wholesale price. 

Of course, electricity is not gasoline. For a several reasons - including the essential nature of 
electricity, the unique transition to competitive markets, the risk that some consumers will not have 
choices, and the political risk or "forcing" large numbers of consumers to choose a supplier - all 
default customers must have an uninterrupted supply of electricity at reasonable costs. Default service, 
sometimes called standard service or service of last resort, is designed to meet these market and 
political realities. 

By its nature the price of default service is not set directly by the market; regulators will set the price 
for default service. When reviewing pricing options, the purpose served by default service, the effect 

ATTACHMENT "A" 
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that the price of default service will have on consumer behavior and on the development of a 
competitive retail electricity market need to be considered. 

The gasoline analogy teaches us that if regulators did not create a default service for electricity, the 
generation market would yield both a competitive wholesale price and a competitive retail price. I f 
retailers incur more costs than wholesalers - which is typical in most consumer markets- the 
competitive retail price for electricity would be above wholesale price. 

How Do Retail Generation Prices Differ from Wholesale Prices? 

There are real costs for non-utility sellers participating in the retail electricity market and they can be 
high. These retailing costs include marketing, customer service and communication, and required 
interaction with the distribution company. At least one major supplier has exited the residential market 
in California claiming that it cannot cover its retail costs when competing against a default wholesale 
price. Marketing costs need to be taken into consideration when determining the price for default 
service. This means that retail, not wholesale prices should be used to set the default price. 

While there are many important implementation details and choices involved in setting the price for 
default generation service, regulators are faced with two main pricing policy options: to price default 
service at the competitive wholesale price, as was done in Massachuset and California, or the 
competitive retail price, as was done in Pennsylvania and is now being considered in California. The 
choice will greatly influence the extent and pace at which a retail market develops. 

If default service is priced at the wholesale level, retail competition will probably be limited to niche 
markets. The default service provider will have a substantial, perhaps insurmountable, advantage in the 
market. The advantage will not stem from superior economic performance but from the administrative 
decision that gave one firm the competitive advantage of being named the default service provider. I f 
by doing nothing, customers can receive default generation service at wholesale prices they are very 
unlikely to pay a higher, retail rate to another supplier. 

I f regulators set default prices at the retail level, competition will be more vigorous. But regulators 
will have to be very careful to assure that default providers are not overcompensated and that 
consumer interests are safeguarded. 

Choosing to price default service above the competitive wholesale price does not necessarily translate 
into an increase in the total price paid by default customers nor should it result in a windfall to the 
default service provider. Because the default provider will not incur the same retail marketing costs 
that other retail suppliers incur, the premium charged to make the default price look like a fair retail 
market price can (and should) be flowed directly back to consumers. The relationship between default 
service pricing and recovery of allowed stranded costs and other fixed charges is such that higher 
default prices for generation services could be applied to offset stranded cost or other charges 
recovered by the distribution company. This approach would require periodic recalculation of 
distribution and stranded costs charges as customers migrate from the default provider to other 
suppliers. A simpler approach would be to directly credit the default retail premium back to customers 
in a separate line item on bills. 

Who Should Provide Default Service? 
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Default service can be provided in many ways. Three options are: 1) by the incumbent monopoly 
utility as a regulated offering, 2) as a form of access to the hourly wholesale market (e.g. in California, 
the standard service is based on the price charged by the power exchange or PX), and 3) via an 
auction where one or more firms are chosen to provide the service. 

If the incumbent utility automatically becomes the default service provider, a number of potential 
problems arise. First, this approach guarantees that the incumbent will have a large, probably 
insurmountable, advantage. The incumbent begins with virtually a 100 percent market share. I f the 
default service price is too low, it will be difficult for competitive providers to develop a significant 
market presence in the face of such market dominance. Second, the approach implies that the 
incumbent utility remains a vertically integrated firm which provides both monopoly (distribution) and 
competitive services (retail marketing and probably generation) to the same customers. (Previous 
Issuesletters by RAP describe the serious problems of having a vertically integrated firm provide both 
competitive and monopoly services. See, www.rapinaine.org) Finally, the distribution company, 
because of its monopoly relationship with customers, will have marketing opportunities that are simply 
unavailable to other competitors. 

Market-based solutions for the delivery of default service are preferable. These approaches rely on 
bidding mechanisms to pick one or more firms to supply default service at the lowest cost. One 
interesting bidding approach is the creation of Retail Marketing Areas (first proposed by Dr. Kenneth 
Rose of NRRI and now pending in Ohio restructuring legislation) where the winning bidder(s) would 
provide generation services to default service customers for a period of years. Subsequent auctions 
could choose the provider(s) for the next period. I f the incumbent utility were not in the generation or 
retailing business, then the utility would, in most cases be able to administer the auction and choose 
the winning bidders, and the commission would play an oversight role. Alternatively, if the incumbent 
was one of the bidders, or would be competing directly with the firms who were bidding, commissions 
would need to take a much more direct role in bidding process. Commissions could either engage an 
independent firm to administer the bidding process or administer the bidding themselves. 

Massachusetts, Nevada and Maine restructuring legislation require "competitive processes to select 
generation service providers for non-choosers. 

This market-based approach makes sense for three reasons. It relies on market forces, not 
administrative proceedings to find the best provider(s) of default service, provides competitive 
suppliers an additional opportunity to enter the market and helps insure that default service will be 
provided at the lowest, overall cost. 

Structuring a Market Based Approach 

Where default service is bid out, care needs to be taken in structuring the auction to make sure retail 
costs are captured. Asking bidders to indicate the price they would charge default customers and to 
pick the lowest price bid is the wrong approach. Because the default provider would bear no retailing 
costs a simple auction in which default service went to the low price bidder would yield a price near 
the wholesale price of power. A better approach is to ask prospective bidders to indicate the payment 
they would be willing to make to be granted the right to provide default service to customers at a set 
price which includes retailing costs. For example, the minimum bid might be the short-term wholesale 
energy price plus a one cent allowance for retailing costs or alternatively, the average retail price 
charged by competitive suppliers. The firm willing to make the largest payment for this right to sell to 
customers at this administratively determined price would be chosen as the default service supplier. 
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These two approaches would be equally effective in finding the lowest cost provider of default service 
and in minimizing the overall cost to electric customers of obtaining default service. But the second 
approach is also consistent with the goal of not artificially discouraging the development of a 
competitive retail market. 

If the second approach is taken, then the payment from the winning bidder(s) could be used to reduce 
the wires charges or the CTC which the monopoly distribution company would otherwise charge 
customers, or it could simply be credited back to customers on their monthly bills. So long as the 
default premium is given entirely over to electricity customers, they will be largely indifferent to the 
fact that the default provider is charging above wholesale market prices for generation service. 

What Should Default Service Include? 

Default service ought to take customer preferences into account. In'the monopoly utility environment, 
Integrated Resource Planning or some similar planning process provided consumers with an 
opportunity to influence resource selection. In a competitive market environment, some customers will 
choose their resource mix directly. But the fact that most small-use consumers will not choose to shop 
among suppliers need not preclude the opportunity for these customers to express preferences as to 
what resources should be included in the default service. 

Customers have repeatedly said in one state poll after another that they want cleaner, greener 
resources to be used for generating their electricty. It makes sense that the default service reflect these 
preferences. Otherwise, the default rate becomes a race to the bottom - the dirtiest resources at the 
lowest prices. I f green resources are included in the default service, customers who want a resource 
mix that is "greener" than the default will shop for it, as will customers who want lower cost and are 
willing to accept less "green" to get it. 

Pennsylvania has designed renewable resource requirements into the default service. Maine requires all 
providers to be 30% invested in renewable resources, reflecting the large supply of renewable facilities 
already developed in that state. Massachusetts, Rhode Island and California support the development 
of renewable resources through public goods charges that are paid by all customers, including default 
customers. 

The Long Term Role of Default Service 

The long term nature of default service is hard to predict. Vigorous retail competition, if it develops, 
could push retailing costs down to the point were retail prices become nearly identical to wholesale 
prices. 

On the other hand, the policy measures discussed in this Issuesletter do not guarantee success. For 
example, a single small state, acting on its own, may not have a large enough market to attract several 
competitive providers. More troubling still is the possibility that retailing costs could turn out to be so 
high that retail marketing should remain a natural monopoly indefinitely, at least for smaller customers. 
If either example holds, then default service is likely to become even more important. The pricing 
issues surrounding default service will become less critical since the goal of encouraging a competitive 
market will become moot. But simultaneously, the need to adopt a strong competitive framework such 
as periodic bidding for the right to be the default provider becomes even more important. This bidding 
framework will become the only mechanism whereby small customers can tap into the competitive 
generation market. 
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Where the range of possible outcomes is this wide, the need to maintain flexibility and periodically 
revisit the issue is obvious. The policies discussed here allow for evolution as the retail market 
emerges - or fails to emerge - for smaller customers. 

Conclusion 

A well-developed, default service policy needs to .protect smaller customers and it needs to encourage 
(or at least not discourage) development of a competitive retail market for these same customers in the 
longer term. To achieve these goals, default service should not be priced at wholesale prices. In fact, 
failure to reflect retail costs in the default price will severely stifle development of a retail market. 

Box HI - Rate Reductions and Default Service Rates 

A number of states have coupled the move to retail competition with an overall reduction in the rates 
charged for electric service. A properly.crafted rate reduction can be entirely consistent with a well-
designed default service policy if the price of default-generation service is set at the retail market 
price. The rate reduction should be reflected in one (or more) of the rates for the non-competitive 
monopoly services. The critical element is that the price of retail generation service not be 
artificially depressed. 

Box #2 - Pricing Default Service: California 

In California, customers who buy generation from a competitive provider receive credit on their bills 
based on the spot market price for electricity generation established at the Power Exchange (PX). 
The PX price is, in effect, the market price for short-term (hourly)'wholesale power in California. 
Thus, customers who take default service pay the PX price for their generation. To date, few firms 
have been able to compete effectively, due at least in part to the fact that default service does not 
include the retailing, metering or billing costs that competitive providers would incur to serve 
customers. The few small California customers who have chosen new suppliers (competition began in 
April 1998) have largely done so for reasons other than price. For instance, a number are choosing 
electricity from "green" sources that are being sold at higher rates. 

The California PUC is currently considering increasing the "PX credit" to include retailing costs 
such as marketing and customer service costs. The effect of such a change would be to raise the price 
of default service by a like amount. 

Box #3 - Pricing Default Service: Pennsylvania 

In Pennsylvania, default service is provided by the incumbent utility, although at least 20 percent will 
be subject to bid by 2001. To encourage customers to shop around, the Pennsylvania PUC 
deliberately set the default service rate (which they call the "shopping credit") above anticipated 
market prices. The result is that customers who choose a competitive supplier pay a lower rate. It is 
not clear how well this approach will work in practice. There is evidence that actual retail market 
prices will be higher than expected which could thwart the PUC's attempt to encourage customers to 
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switch. 

The level of the shopping credit for some Pennsylvania utilities (they vary by utility) is generally 
consistent with the approach taken in this Issuesletter, but the treatment of the surplus profit from a 
higher default service rate is not credited back to customers. According to Commission statements, 
the combination of the tariffed rate and the shopping credit were set in an attempt to provide the 
utility with its full revenue requirement based on the assumption that all customers would opt io take 
service from a competitive supplier. If this is true, and if some customers do not switch suppliers (a 
virtual certainty), the utility will be over earning and customers will be paying more than they should 
for electricity. 
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Re: PECO Joint Petition for Full Settlement 
Competitive Provider of Lase Resort 
Paragraph 38 
Docket Nos. R-00973953 & P-00971265 

Dear Secretary McNulty: 

Enclosed please find for filing an original and fifteen copies of the Office of 
Consumer Advocate's Reply Comments in the above-captioned proceeding. 

Copies have been served upon all parties of record as shown on the attached 
Certificate of Service. 

Sincerely, 

Tanya J>McCloskey ) 
Assistant Consumer Advocate 

Enclosures 
cc: All parties of record 
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I . INTRODUCTION 

The Office of Consumer Advocate (OCA) has reviewed the Proposal of the Mid-

Atlantic Power Supply Association (MAPSA) regarding the Competitive Provider of Last Resort 

in PECO's Service Territory and the Commission's Order allowing Reply Comments to address the 

important issues raised by the Comments. It is the OCA's understanding that MAPSA is proposing 

a different form of competitive bidding framework than that envisioned by the Commission's 

Tentative Order. MAPSA has termed its competitive bidding framework the "Stranded Cost 

Buydown" model. 

Initially, the OCA would note that residential competition appears to be the slowest 

to develop, with a relatively small number of customers seriously vying for customers in each 

residential market. The OCA is concerned that the vast majority of residential ratepayers eligible 

for the phase-in of electric choice are not yet realizing certain of the benefits of the competitive 

market and may not realize those benefits, at least during the early years of competition. As such, 

the OCA submits that the benefits of a competitive market for residential customers may best be 

realized, at least in the early stages of competition, through the use of innovative approaches for the 

provision of Competitive Default Service. In addition to the absolutely vital protections provided 

by the statutory and Settlement rate caps, the provision of Provider of Last Resort service, whether 

established through a competitive bidding framework or otherwise, may be one of the most valuable 

aspects of the Electricity Generation Customer Choice and Competition Act forresidential customers 

during the transition to a fully workable and viable competitive market. 

The Commission, in its Order setting forth the opportunity for Reply Comments, has 

also called for a collaborative process during the month of February, 1999 to work on these issues. 



The OCA fully supports this collaborative process and submits that the Commission should make 

clear that this process can and should consider a variety of approaches to the provision of 

competitive default service to best accomplish the goal of bringing the benefits of a competitive 

market to residential customers. At the time of the Settlement of PECO's case and the other 

restructuring cases, there was not sufficient time to consider all necessary alternatives to determine 

the best method of implementing a competitive default service. It was for this reason that the details 

of this process were left open for discussion. The OCA submits that these discussions should not 

be unduly limited or restricted in any way. The OCA believes that this issue requires discussion and 

innovation to ensure that the promised benefits of competition are realized for residential customers. 
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II. REPLY COMMENTS 

A. Introduction 

It is the OCA's understanding that MAPSA has proposed a competitive bidding 

framework known as the "Stranded Cost Buydown" model, in contrast to the model referred to under 

the Settlement which MAPSA categorizes as the "CDS Price Bid" model. It is the OCA's 

understanding that under the Stranded Cost Buydown model, all terms and conditions of service, 

except the CTC, would be locked in by the Commission for the period of the bid. A bidder would 

then bid to provide the service at the rates set forth in the Settlement. The bid price, which is a 

premium for providing the service, is used to reduce stranded cost. 

Unlike the CDS price bid approach, the generation portion of the customer's bill will 

remain the same as all other residential customers receiving POLR service from PECO. In other 

words, under MAPSA's proposal, the "shopping credit" would be fixed at the levels set forth in the 

Settlement for all customers, and alternative providers would bid to provide generation service to 

customers at those rates for the years in which the alternative provider serves. The amount that the 

alternative provider bids for the right to provide default service at those fixed rates is then used to 

reduce stranded cost and the CTC. The reduction in the CTC in a given year would provide rate 

relief to all residential customers. 

MAPSA argues that this model may be preferable to a "CDS price bid" model. The 

"CDS price bid" model requires a bidder to submit a bid that is lower than the "shopping credit" set 

forth in the Settlement. This lower rate is only charged to the percentage of customers who are 

assigned to the Competitive Default Service provider. Under MAPSA's proposal, MAPSA argues 

that the benefits of providing the default service on a competitive basis are reflected for all 
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residential customers since the bid proceeds are used to reduce the stranded cost charges for all 

customers in the class being provided competitive default service. For PECO, at this time, the 

provision of competitive default service is only contemplated for the residential class. 

MAPSA also asserts that the Stranded Cost Buydown model would retain the 

Commission's "shopping credit" structure which would continue to encourage customers to shop 

during the period when the CTC is in effect.1 The "CDS price bid" model, on the other hand, may 

not encourage customers to shop in this interim period since it reduces the "shopping credit" to a 

market price and retains the CTC at the Commission established level. MAPSA is concerned that 

lowering the "shopping credit" may reduce customer's economic incentive to shop by reducing the 

savings from shopping. Thus, the CDS price bid model may result in fewer customers exploring the 

competitive market. 

The OCA submits that MAPSA has presented a model that may be workable and 

certainly should be further explored. I f the OCA's understanding of the model is correct, the 

"Stranded Cost Buydown" model may provide benefits to all customers while at the same time 

retaining the opportunity for all customers to participate in the competitive market. In addition, the 

OCA agrees with MAPSA that this model may more accurately capture the value of providing 

default service-a value that has not been fully captured at this time. 

1 The OCA would note that Duquesne Light Company has also suggested a model 
that may be similar to the MAPSA model. Although the details of Duquesne's model have not 
been fully developed, it is the OCA's understanding that Duquesne may be proposing a similar 
process. The OCA anticipates continuing to work with Duquesne to fiilly understand its model. 



B. MAPSA's Stranded Cost Buydown Model Mav Provide Benefits And Advantages 
To All Residential Ratepayers That Should Be Fullv Explored. 

1. The Potential Advantages Of the Stranded Cost Buydown Method Warrant 

Its Full Consideration By The Commission. 

As MAPSA has noted, the "Stranded Cost Buydown" model may have several 

advantages over a "CDS price bid" model. Although both models are capable of providing benefits 

to consumers, the Stranded Cost Buydown model may guarantee those benefits to a larger portion 

of PECO's customers, and it may do so in a simpler, more straightforward manner. Additionally, 

if the stranded cost buydown model was utilized to provide default service to more than 20% of 

PECO's customers, the benefits of a reduction in stranded cost could be even greater. In the 

alternative, PECO could be required to match the premium for the percentage of POLR customers 

that it continues to serve to properly reflect the value of the service. 

The MAPSA proposal is particularly beneficial because the customers who receive 

CDS will have a stated shopping credit that is the same as other PECO residential customers on 

PECO's POLR service, and all customers will receive a reduced CTC and thus, a reduced rate. This 

differs from the CDS price bid method where only the customers selected by lottery for the CDS will 

receive any guaranteed reduction in rates.2 Thus, the MAPSA proposal could eliminate the potential 

disadvantage for customers who are not selected by lottery to receive POLR service from the CDS. 

In addition, the Stranded Cost Buydown model by retaining the shopping credits as 

set forth in the Settlement, may resolve the concern raised by the OCA in its initial Comments to the 

2 Under the Settlement, PECO may reduce its rates within a range that sets a floor 
based on the competitive bid and a cap based on the rate cap or a certain percentage of the PJM 
price. 



Commission's Tentative Order that the CDS should not have a different rate design as compared to 

other POLR service. It is the OCA's view that all POLR customers should receive comparable 

prices on every rate element to avoid any adverse reaction to the existence of the CDS provision in 

the Settlement. The OCA has recommended that customers who want competitive services other 

than that offered by the distribution utility or the CDS should be steered toward the competitive 

market. 

Finally, the MAPSA proposal passes the benefits of creating this competitively 

provided default service to all residential customers by means of a reduction in the regulated portion 

of the rate, i.e. the CTC. This could be a significant benefit and would bring the advantages of the 

competitive market to all residential customers in a form that preserves their incentive to compare 

their shopping credit to the competitive market and find a potential advantage in the generation 

service portion of their bill. 

2. The Stranded Cost Buydown Model Is Consistent With The Act And Can Be 

Considered Under The Settlement. 

In considering this model, though, the OCA submits that the Commission must 

determine whether the model is consistent with the Act. Specifically, the Commission must 

reconcile this model with Section 2807(e)(3) of the Act which provides: 

If a customer contracts for electric energy and it is not delivered or i f 
a customer does not choose an alternative electric generation supplier, 
the electric distribution company or commission-approved alternative 
supplier shall acquire electric energy at prevailing market prices to 
serve that customer and shall recover fully all reasonable costs. 



66 Pa.C.S. § 2807(e)(3). The question that must be asked is whether a model that allows a company 

to charge the shopping credit-a price that is by definition not the same as prevailing market price-is 

consistent with the Act. 

The OCA submits that the Stranded Cost Buydown model would be consistent with 

the Act. Importantly, the Stranded Cost Buydown model starts by obtaining the market value of 

providing the POLR service. It then elects to reflect that market value in the stranded cost 

charges-by reducing the CTC-rather than in the shopping credit portion of the rate. It simply 

achieves the goal of serving at prevailing market price by adjusting a different portion of the rate to 

reflect this price. I f the bid is only for a percentage of customers, the more difficult question may 

be how to reflect the full market value of the default service-a significant portion of which PECO 

is continuing to provide. The OCA submits that if successful, the Commission may want to 

implement the stranded cost buydown method for a significant portion of PECO's default service 

to more fully capture this benefit. In the alternative, the Commission could require PECO to match 

this bid premium for the percentage of customers that it retains as provider of last resort. 

The OCA also agrees with MAPSA that its proposal can be considered under the 

Settlement. At the time of the Settlement, the Competitive Default Service process was agreed upon 

as a concept, but the detailed methodologies for implementing this service were left to the 

Commission to develop at a later time. Nothing in the Settlement precludes the Commission from 

considering this bidding framework for implementing a Competitive Default Service. 



C. The OCA Continues To Recommend The Consideration Of A Generation Only 
Default Service. 

As set forth in its initial Comments, the OCA remains concerned about the provision 

of what has been termed "customer cares functions" in the context of CDS. The OCA would frankly 

suggest that the parties may have been overly ambitious during the Settlement process in trying to 

move so quickly to default service providers who would provide all services and not just generation 

service. At this time, to the best of OCA's knowledge, no alternative provider is even close to 

offering a residential service similar to the CDS service that has been the focus of the Comments and 

the Commission's Tentative Order. At this time, the OCA recommends that the Commission at least 

consider a proposal for "plain vanilla" generation service and perhaps develop a CDS in the future 

that provides customer cares functions after experience is gained by the market and more providers 

enter the market. 

PECO argues in its Reply Comments to the OCA's Comments that the Settlement 

requires that the customer cares functions be competitively bid, and that any other methodology 

would not be consistent with the Settlement. The OCA submits, however, that the Settlement cannot 

be read as strictly as PECO argues, particularly if the goal of the Act to ensure that the quality of 

service is maintained, is to be achieved. Importantly, at this time, it is still unclear what functions 

are encompassed under the term "customer cares functions." As the OCA understands the term, it 

would include functions such as billing and metering, and the Chapter 56 compliance requirements 

attendant to such billing and metering. As the OCA set forth in its initial Comments, it is still 

unclear what the level of involvement is, or should be, for a CDS provider in performing termination 

services or in taking emergency calls regarding such things as outages. 



MAPSA's proposal continues to contemplate that when an alternative supplier bids 

on providing generation service at the shopping credit level, the bidder would also bid on providing 

the customer cares functions, presumably at the rates set forth in the Settlement. Even under the 

MAPSA proposal, the OCA submits that bidders should not be required to bid for the customer cares 

functions. At this time, across the Commonwealth, there are only a few alternative providers who 

are even actively offering competitive generation service to residential customers. The OCA is 

concerned that a requirement to bid for all customer cares functions as well may serve as a deterrent 

to alternative suppliers, particularly those who are small or new entrants into the market. The OCA 

would recommend that at least in the initial years, that the bidding process include generation service 

only and not all customer cares functions. When more experience is gained by the market in 

providing these services, the bidding procedure could be expanded. 

If it is determined to include the customer cares functions as part of the bid process 

in the initial years, the OCA continues to recommend that bidders not be required to submit a bid 

for the provision of these functions. Although this may make evaluation of the bids slightly more 

difficult, the basis of the evaluation would remain the same-/'.e., which bid provides the greatest 

reduction in stranded cost charges. If a bidder thought that they could provide more value by 

assuming the customer cares functions, the bid would reflect this fact. I f the bidder determined not 

to provide customer cares function, the bidder would have to assume the risk of providing all of the 

necessary value from the generation component. In other words, the bidder who elected not to bid 

on customer cares functions would have to take less profit on the generation side in order to win the 

bid. But this would be a business decision made by that bidder after assessing the extent of the 

customer cares functions, the credits provided, and its own infrastructure for providing those 



services. If in fact the CDS bidders see value in the assumption of the customer cares function at 

the rates set forth in the Settlement, the bidding process will reveal this value. It is entirely possible 

that given the infrastructure and staffing necessary to provide these services, many small companies 

could not provide the service at a rate that is competitive with PECO whose staffing and 

infrastructure is already in place. These same small providers, however, may be able to provide 

benefits on the generation portion of the bill-benefits that should not be lost or ignored. 

By bidding only the generation portion of the CDS, or by allowing bidders to elect 

to bid only the generation portion of the service, the winning bidder would need to bill for their 

generation services via a PECO-issued bill with PECO retaining the customer cares functions 

associated with billing, metering and Chapter 56 compliance. This approach would also avoid the 

OCA's concern about allowing an entity other than PECO to physically disconnect a customer for 

non-payment of POLR charges. 

For these reasons, the OCA continues to recommend that the Commission consider 

a CDS that includes only the generation portion of the service. The OCA submits that, at least in 

the early stages, a "plain vanilla" CDS service that focuses on competitive generation may produce 

the best results for residential ratepayers. 

D. The OCA's Response To Issues Raised In PECO's Reply Comments. 

On December 10, 1998-before the Commission's Order calling for Reply 

Comments-PECO filed Reply Comments addressing some of the issues and concerns raised by the 

OCA. The OCA will not address each of these arguments herein since the OCA has previously 

addressed many of the concerns raised by PECO. Several of PECO's arguments, however, warrant 

further reply. 

10 



1. The CDS Provider Should Not Physically Disconnect A Customer From The 

Electricity Grid. 

At page 4-5 of its Reply Comments, PECO argues that the CDS should be responsible 

for collection of delinquent accounts and physical terminations from the electricity grid. PECO 

argues that leaving delinquent customers as the responsibility of the EDC is contrary to the idea of 

a CDS provider assuming full responsibility for PLR functions and places a disproportionate burden 

on PECO. The OCA submits, however, that PECO's arguments are misplaced. 

As the OCA set forth in its Comments, since CDS is a provider of last resort service, 

both the CDS and PECO, need to retain the right to terminate a customer from the electricity grid 

for failure to pay undisputed POLR charges. The OCA, however, recognized that physical 

termination involves visits to the customer's premise and sometimes, actual disconnection at the 

customer's meter. The OCA anticipates that such physical terminations may need to be conducted 

in a manner that will not disturb the electricity distribution grid-a grid for which PECO remains 

responsible. With that in mind, the OCA recommended as follows: 

The OCA recognizes that a process will need to be established 
between the EDC and the CDS to effectuate this termination. We 
recommend that only the EDC actually physically terminate service 
at the customer meter. 

OCA Comments at 5. Contrary to PECO's interpretation, the OCA did not recommend that 

collection activities be transferred to PECO-only the actual physical termination that may require 

a customer premises visit by PECO. Nor does the OCA recommend that PECO be left with all 

11 



delinquent customers.3 Rather, the OCA seeks a process that will allow physical terminations to go 

forward when necessary in a manner that is consistent with the Settlement and adequately protects 

consumers. 

The OCA recommends that if PECO believes that the costs of these physical 

terminations is included in the customer cares credit included in the Settlement, then PECO should 

itemize these costs for the parties in detail, and the issue can be further explored in the collaborative 

process. 

2. The Responsibility For Developing. Administering And Delivering Universal 

Service Programs Should Remain With PECO At This Time. 

At pages 5-6 of its Reply Comments, PECO argues that responsibility for universal 

service programs, including LIURP and CAP, should be assumed by the CDS provider. The OCA 

submits, however, that while LIURP and CAP benefits must be portable, the actual development, 

administration, and delivery of these programs must remain with PECO. This is particularly 

important since only a maximum of 20% of PECO's customers will receive CDS in the initial years. 

Given the limited number of customers that will receive CDS, the economy of scale that can be 

obtained by centralizing the development, administration and delivery of these programs argues for 

PECO continuing to serve these functions. This is not to suggest that these customers cannot be 

transferred to the CDS provider. The OCA submits that these customers can be transferred to the 

3 PECO argues that leaving delinquent customers to be the responsibility of PECO 
would be contrary to the terms of the Settlement which provides that CDS service receive a 
cross-section of PECO's customers. The OCA agrees that CDS service should include a cross-
section of all customers, including payment-troubled customers. The OCA only contends that 
once a customer is "terminated" by the CDS provider, the actual, physical disconnection must be 
performed by the distribution company. 

12 



CDS . The benefits must remain portable so that a CDS CAP or LIURP customer is treated as any 

other CAP or LIURP customer. 

If PECO is concerned that costs for administering, delivering and developing 

universal service programs were included in the credit contained in the Settlement, then the OCA 

suggests that PECO provide a specific break out of these amounts to the parties so that this issue can 

be further discussed in the collaborative process. PECO has provided no reason, however, for it to 

be relieved of the obligation of providing universal service that exists under the Act and the 

Settlement. 

3. The Restoration Of The 20% Should Be A Matter Further Considered In The 

Collaborative Process. 

At page 7, PECO argues that the OCA seeks a unilateral change to the Settlement to 

provide for a restoration of the 20% from a "slice" of PECO's residential customers. As the OCA 

discussed in its Comments, the OCA raised this issue before the Settlement was finally approved by 

the Commission. In response to the Commission's Tentative Order regarding the Settlement, the 

OCA filed Comments on May 12, 1998 raising its concern about this provision. As the OCA noted, 

it had a continuing concern that the CDS be sufficiently attractive to produce truly competitive bids 

from a number of suppliers. The Commission acknowledged these Comments when it approved the 

Settlement. Application of PECO Energy Company. Docket No. R-00973953, slip op. at 5 (Order 

of May 14, 1998). As the OCA further noted, this provision was specifically modified in every 

subsequent Settlement to restore the number of customers through a random selection. 

The OCA submits that its concern regarding this provision has been properly 

preserved, particularly in light of the fact that the details of implementing the CDS were left for 

13 



further consideration. As the OCA has stated, the provision of this service is of critical importance 

in bringing the benefits of the competitive market to residential customers. As such, the OCA 

continues to recommend that this provision be modified. 

4. No CDS Provider Should Be Pemiitted To Promote POLR Service Over 

Competitive Alternatives Or In A Manner That Is Inconsistent With The Act And The Commission's 

Consumer Education Initiative. 

At page 8-10 of its Reply Comments, PECO argues that the OCA has sought to 

introduce into this proceeding various standards for POLR service including a prohibition against 

advertising POLR service. Initially, the OCA submits that this proceeding is specifically about the 

standards for CDS which is a POLR service. The OCA submits that all providers of POLR service 

must, and should, be guided by the same standards and principles. To do otherwise could result in 

a CDS service that is of lower quality than an EDC's POLR service. 

The OCA would note that it has addressed this issue in several other proceedings and 

will not repeat its arguments here. However, as the OCA has set forth, it is the OCA's position that 

the POLR service, whether provided by PECO or a CDS provider, should not be promoted to the 

detriment of competitive generation service. OCA Comments of December 1,1998atl6. TheOCA 

submits that alternative CDS providers should also comply with the Commission's Inerim 

Guidelines on this point and should not be promoting POLR service in a manner that is inconsistent 

with the Interim Guidelines or inconsistent with the Commission's consumer education initiative. 

The OCA does not oppose, and indeed supports, the concept that customers should be adequately 

informed and educated about POLR and CDS service, so that customers are aware of the availability 

and terms of such service. 

14 



The OCA submits that its recommendation is consistent with the Commission's 

Interim Guidelines issued November 19, 1998 and should be applied to all providers of POLR 

service. 

15 



III. CONCLUSION 

For the reasons set forth above, the Office Consumer Advocate urges the Commission 

to consider the MAPSA proposal and the proposals of the OCA. The OCA respectfully recommends 

that the collaborative process envisioned by the Commission for February of 1999 should include 

structured discussions involving these issues. 

Respectfully submitted, 

0 A c 

Tanya J.jM^Jtloskey 
Assistant Consumer Advocate 

Office of Consumer Advocate 
555 Walnut Street 5Ih Floor, Forum Place 
Harrisburg, PA 17101-1923 
(717) 783-5048 

Dated: January 20, 1999 

Counsel for: 
Irwin A. Popowsky 
Consumer Advocate 
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800 North Third Street 
Suite 101 
Harrisburg, PA 17102-2025 

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

204 State Street 
Harrisburg, PA 17101 

John P. Zinkand, Esq. 
Executive Vice Pres. 
Pennsylvania Petroleum Assn. 
Suite 121, Bldg. 2 
2001 N. Front St. 
Harrisburg, PA 17102 

Kenneth Zielonis Esq. 
Stevens & Lee 
208 North 3rd Street 
Suite 310, P.O. Box 12090 
Harrisburg, PA 17108-2090 
(Pennsylvania Retailers' Association) 

Philip Bertocci 
Valerie Bullock 
CLS, CEPA 
1424 Chestnut St, 5th Floor 
Philadelphia, PA 19102 

Jeffrey Bladen 
Carrie Cullen Hitt 
NEV 
535 Baylston St, Top Floor 
Boston, MA 02116 

Tom Bainbridge 
Kent Hatt 
GPU Energy 
2800 Pottsvlle Pike 
Reading, PA 19640 

Darlene Horten 
GPU Energy 
Rt 183 and Van Reed Rd. 
P.O. Box 15152 
Reading PA 19612 

Janet Arnold, Esq. 
Ryan, Russell, Ogden & Seltzer 
1100 Berkshire Blvd. 
Reading, PA 19612 
(GPU Energy) 

Jim Peters 
CellNet Data Systems 
3 Agronomy Rd. 
P.O. Box 785 
Storrs, CT 06268 

Paul Gromer 
CellNet Data Systems 
77 North Washington St. 
Boston, MA 02114 

Tom Stathos 
PP&L 
827 Hausman Rd. 
Allentown, PA 18104 

Tony Osmanski 
Anthony Kubiak 
Wayne Fairchild 
PP&L 
2 Scotch Pine Drive 
Hazleton, PA 18201 

Rick Haring 
Energis 
499 Thornall St. 
Edison, NJ 08837 



John R. Lloyd 
GPU 
405 West Plank Rd. 
Altoona, PA 16602 

*JcJin Dalton 
Allegheny Electric Cooperative 
212 Locust St. 
P.O. Box 1266 
Harrisburg, PA 17108 

Jim Steffes 
Enron 
1400 Smith St. 
P.O. Box 1188 
Houston, TX 77002 

Jesse A. Dillon, Esq. 
PP&L 
2 North Ninth St. 
Allentown, PA 81801 

Cara Tammaro 
Enron 
400 Metro Place N 
Dublin, OH 43017 

Jeff Brown 
Enron 
400 Professional Park Dr. 
Goodlettsville, TN 37072 

Tanya Y. Mcploskey 
Assistant Consumer Advocate' 
Assistant Consumer Advocate 

Counsel For 
Office of Consumer Advocate 
555 Walnut Street 5th Floor, Forum Place 
Harrisburg, PA 17101-1921 
(717) 783-5048 
44340 



Roger E. Clark, Esq. 
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REP 

Attorney for The Environmentalists 

905 Denston Drive 
Ambler, PA 19002-3901 

phone: 215.643.2364 
fax: 215.628.2630 

e-mail: rclark@libertynet.org 

VOCUMEHT 
FOLDER 

February 21, 1999 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Re: Application of PECO Energy to Approve 
Restructuring Plan, 
Docket No. R-00973953 

Dear Mr. McNulty: 

Thisletter is an update on the status of the Sustainable Development FuncP* • 
("SDF"), created by paragraph 40a of the Joint Petition for Full Settlement. co 

CD 
\o • 

The Joint Petition, paragraph 40a, calls for a seven-member board "to been 
nominated by the Joint Petitioners and approved by the Commission." I have b6eft 
working with many of the parties to implement this section of the Joint Petition and I 
would like to share with you the nominations for the Board of Directors: 

1. John McCawley, PECO Energy Company 

2. Steve Huntoon, Conectiv 

3. Thomas Flaherty, The Budd Company 

4. David F. Lincoln, EnerTech Capital Partners 

5. Liz Robinson, Energy Coordinating Agency 

6. Andrew Altman, Clean Air Council 

7. Ron Celantano, Philadelphia Solar Energy Association 

CO 
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This list was circulated to all of the parties in the proceeding in a letter dated 
December 4, 1998. Any party objecting to any of these nominations was asked to notify 
me. 



Nominations for the Board of Directors for the PECO Energy 
Sustainable Development Fund 

February 21, 1999 
Page two 

PECO Energy has responded that they oppose the nomination of Steve Huntoon 
of Conectiv, indicating they would prefer to see Dan Griffiths of New Energy Ventures 
representing the suppliers. I believe that the suppliers should be able to nominate the 
candidate of their choosing and I find Steve Huntoon a good nominee. 

The PUC's Bureau of CEEP stated that they wished to be made a member of the 
Board, but have since withdrawn that request. 

CEPA objected to the label of Liz Robinson as the "consumer" nominee but did 
not object to Ms. Robinson being on the board. The nominees are now listed only by 
name and are no longer listed as representing a particular sector. 

No other party responded to my nomination letter of December 4, 1998. 

I hereby request the Commission to accept these nominations and to approve 
these persons as the Board of Directors of the Sustainable Development Fund for the 
PECO Energy service territory. 

A copy of this document has been served on all parties of record as shown on 
the attached certificate of service. 

Sincerely, 

Roger E. Clark 

Attorney for the Environmentalists 

Copies: All parties of record 
Honorable John Quain 
Honorable Robert Bloom 
Honorable David Rolka 
Honorable Nora Mead Brownell 
Honorable Aaron Wilson, Jr. 
Office of Special Assistants 



w B E F O R E T H E 
P E N N S Y L V A N I A P U B L I C UTIL ITY COMMISSION 

Application of PECO Energy Company 
to Approve Restructuring Plan 

Docket No. R-00973953 

C E R T I F I C A T E O F S E R V I C E 

I hereby certify that I have served the attached letter to the Secretary dated 
February 21 , 1999 containing nominations to the Sustainable Development Fund to the 
following persons by first class mail on February 23, 1999: 

The Honorable John M. Quain 
PA Public Utility Commission 
104 North Office Building 
Harrisburg, PA 17105-3265 

The Honorable Robert K. Bloom 
PA Public Utility Commission 
112 North Office Building 
Harrisburg, PA 17105-3265 

The Honorable David W. Rolka 
PA Public Utility Commission 
110 North Office Building 
Harrisburg, PA 17105-3265 

The Honorable Nora Brownell 
PA Public Utility Commission 
107 North Office Building . 
Harrisburg, PA 17105-3265 

The Honorable Aaron Wilson 
PA Public Utility Commission 
116 North Office Building 
Harrisburg, PA 17105-3265 

Cheryl Walker Davis 
. Office of Special Assistants 
PA Public Utility Commission 
210 North Office Building 
Harrisburg, PA 17105-3265 

Linda Smith Esq. 
Dilworth, Paxson, Kalish & Kauffman, LLp 
305 North Front Street., Suite 403 
Harrisburg, PA 17101-7811 

H. Knopp 
Du Pont Power Affairs 
P.O. Box 2197, CH1038 
Houston, TX 77252 

Rick Haring 
Energis 
499 Thornall Street 
Edison, NJ 08837 

Jeff Brown 
Enron 
400 Professional Park Drive 
Goodlettsville, TN 37072 

Rob Hamon 
Enron 
1400 Smith Street 
P.O. Box1188 
Houston, TX 77002 

Lee Simmons 
Enron 
1400 Smith Street 
Houston, TX 77002 
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Shelia Hollis Esq. 
Duane, Morris & Heckscher LLP 
1667 K Street, NW, Suite 700 
Washington, DC 20006-1608 

Stephanie Sugrue Esq 
Duane, Morris & Heckscher LLP 
1667 K Street, NW, Suite 700 
Washington, DC 20006-1608 
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Liz Robinson 
ECA 
1924 Arch Street 
Philadelphia, PA 19103 

Cara Tammaro 
Enron 
400 Metro Place N 
Dublin, OH 43017 

Bob Coates 
Enron 
1400 Smith Street 
P. O. Box 1188 
Houston, TX 77002 

Nancy Hetrick 
Enron 
1400 Smith Street 
P. O. Box 1188 
Houston, TX 77002 

Jim Steffes 
Enron 
1400 Smith Street 
P.O. Box 1188 
Houston, TX 77002 

Shirley Whyte 
Enron 
1400 Smith Street 
P. O. Box 1188 
Houston, TX 77002 

John Lloyd 
GPU 
405 West Plank Road 
Altoona, PA 16602 

Tom Bainbridge 
GPU Energy 
2800 Pottsville Pike 
Reading, PA 19640 

Gordon Smith Esq. 
John & Hengerer 

.1200 17 t h Street, NW 
Suite 600 
Washington, DC 20036-2105 

John Gallagher, Esq. 
LeBoeuf, Lamb, Greene & MacRae 
200 North Third Street 
Harrisburg, PA 17108-2105 

Malatesta Hawke & McKeon, LLp 
Harrisburg Energy Center 
100 North Tenth Street 
Harrisburg, PA 17101 

Craig Wright 
Enron 
1400 Smith Street 
P. O. Box 1188 
Houston, TX 77002 

Darlene Horten 
GPU 
Rt. 183 and Van Reed Road 
P. O. Box 15152 
Reading, PA 19612 

Kent Hatt 
GPU 
200 Pottsville Pike 
Reading, PA 19640 

Zauzsanna Benedek, Esq. 
LeBoeuf, Lamb, Greene & MacRae 
200 North Third Street 
Harrisburg, PA 17108-2105 

John Klauberg, Esq. 
LeBoeuf, Lamb, Greene & MacRae 
125 West 55 t h Street 
New York, NY 10019-5389 

William Hawke, Esq. 
Malatesta, Hawke & McKeon, LLp 
Harrisburg Energy Center 
100 North Tenth Street 
Hamsburg, PA 17101 

David Kleppinger, Esq. 
McNees Wallace & Nurick 
100 Pine Street 
P. O. Box 1166 
Hamsburg, PA 17108-1166 

Robert Weishaar, Jr. 
McNees Wallace & Nurick 
100 Pine Street 
P. O. Box1166 
Harrisburg, PA 17108-1166 

Jeffrey Balden 
NEV 
535 Baylston Street, Top Floor 
Boston, MA 02116 



David Boonin 
New Energy Ventures 
1845 Walnut Street, suite 2525 
Philadelphia, PA 19103 

Walter Cohen, Esq. 
Obermayer Rebmann Maxwell & Hippel LLp 
205 State Street 
Hamsburg, PA 17101 

Tanya McCloske. 
Office of Consumer Advocates 
555 Walnut street 
5 l h Floor, Forum Place 
Harrisburg, PA 17101-1921 

Ward Smith, Esq. 
PECO Energy Company 
2301 Market Street 
P. O. Box 8699 
Philadelphia, PA 19101-8699 

Paul Russell Esq 
Pennsylvania Power. & Light Co. 
Two North Ninth Street 
Allentown, PA 18101 

Derrick Willamson Esq 
McNees Wallace & Nurick 
100 Pine Street 
P.O. Box1166 
Harrisburg, PA 17108-1166 

Carrie Cullen Hitt 
NEV 
535 Baylsyton Street, Top Floor 
Boston, MA 02116 

Joseph Dworetzky Esq 
New Energy Ventures 
Hangley Aronchick Segal & Pudlin 
One Logan Square, 12 Floor 
Philadelphia, PA 19103 

Steve Steinmetz 
Office of Consumer Advocates 

.555 Walnut street 
S"1 Floor, Forum Place 
Harrisburg, PA 17101-1921. 

Paul Bonney Esq 
PECO Energy Company 
2301 Market Street 
P. O. Box 8699 
Philadelphia, PA 19101-8699 

John Zinkand Esq 
Pennsylvania Petroleum Assn.. 
Suite 121, Building 2 
2001 North Front Street 

Jesse Dillon Esq 
PP&L 
2 North Ninth Street 
Allentown, PA 81801 

Tom Stathos \ 
PP&L 
827 Hausman Road 
Allentown, PA 18104 

Anthony Kubiak 
PP7L 
2 Scotch Pine Drive 
Hazleton, PA 18201 

Donald Kaplan Esq 
Preston Gates Ellis & Rouvelas Meeds 
Suite 500 
1735 New York Avenue, NW 
Washington, DC 20006-4759 

Vickiren Aeschleman 
QST Energy, Inc.. 
300 Hamilton 8lvd., Suite 300 
Peoria, IL 61602 

Janet Arnold Esq. 
Ryan, Russell, Ogden & Seltzer 
1100 Eerkshire 8Ivd. 
Reading, PA 19612 

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

5ernard Ryan, Jr. Esq. 
Small Business Advocate 
Suite 1102 Commerce Building 
300 North Second Street 
Harrisburg, PA 17101 

Wayne Fairchild . 
PP&L 
2 Scotch Pine Drive 
Hazleton, PA 18201 

Tony Osmanski 
PP&L 
2 Scotch Pine Drive 
Hazleton, PA 18201 



Lisa Helper, Esq. 
Preston Gates Ellis & Rouvelas Meeds 
Suite 500 
1735 New York Avenue, NW 
Washington, DC 20006-4759 

Usher Fogel 
Roland, Fogel, Koblemz & Carr, LLP 
Pennsylvania Petroleum Association 
1 Columbia Place 
Albany, NY 12207 

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

Christopher Craig, Esq. 
Senate Democratic Appropriations 
Committee 
Room 54, Main Capitol Building 
Harrisburg, PA 17120 

Kenneth Zielonis,. Esq. 
Stevens & Lee 
208 North S*. Street 
Suite 310, P.O. Box 12090 
Harrisburg, PA 17108-2090 

Maureen Hurley, Esq. 
Venable, Baetjer, Howard & Civiletti. LLP 
1201 New York Avenue, NW, 
Suite 1000 

Washington, DC 2005-8300 

Paul Nordstrom 
Verner. Liipfert, Bemhard McPerson & Hand 
901 15 , h Street, NW 
Washington, DC 20005-2301 
Deborah Swanstorm 
Verner. Liipfert, Bernhard McPerson & Hand 
901 15 t h Street, NW 
Washington, DC 20005-2301 

Audrey Van Dyke, Esq. 
Washington Navy Yard 
Building 218, Room 200 
901 M Street, SE 
Washington, DC 20374-5018 

Alan Kohler Esq. 
Wolf, Block, Schorr and Solis-Cohen 
Locust Court, Suite 300 
212 Locust Street 
Harrisburg, PA 17101 

Kenneth Hurwitz Esq 
Venable, Baetjer, Howard & Civiletti. LLP 
1201 New York Avenue, NW, 
Suite 1000 

Washington, DC 2005-8300 

Joel Newton 
Verner. Liipfert, Bemhard McPerson & Hand 
901 15* Street, NW 
Washington, DC 20005-2301 
Clinton Vince 
Verner. Liipfert, Bemhard McPerson & Hand 
901 15 l h Street, NW 
Washington, DC 20005-2301 

Daniel Clearfield Esq. 
Wolf, Block, Schorr and Solis-Cohen 
Locust Court, Suite 300 
212 Locust Street 
Harrisburg, PA 17101 



Date: February 23, 1999 

Respectfully Submitted, 

Roger E. Clark, Esq. 
Attorney for Clean Air Council 

905 Denston Drive 
Ambler, PA 19002-3901 

phone: 215-643-2364 
fax: 215-628-2630 

1 e-mail: rclark@libertynet.brg 



J O H N & H E N G E R E R 
A LAW PARTNERSHIP 

1200 17TH STREET, N.W. 
SUITE 600 

WASHINGTON, D.C. 20036-3013 

DOUGLAS F. JOHN 
EDWARD W. HENGERER 
KEVIN M. SWEENEY 
KIM M. CLARK 
GORDON J. SMITH 
JOELLE K. OGG 
KEVIN D. RYAN 

February 19, 199^1 t C E / V f E D 

James McNulty, Secretary 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

FEB 19 m1) 

SECRETARY'S 8u-;tAU 

ORIGINAL 

TELEPHONE 
1202) 429-8812 

TELECOPIER 
1202] 429-8805 

RE: NorAm Energy Management, Inc.: Change of Company Name 

Dear Secretary NcNulty: 

NorAm Energy Management, Inc. has recently changed its name to Reliant Energy 
Retail, Inc. Accordingly, please reflect this name change on all the official service lists in each 
of the following proceedings. 

Docket No. P-00981625: Petition of NorAm Energy Management, Inc. for a Declaratory 
Order, or, in the Alternative, a Petition for Amendment of 
Section 57.173 of the Public Utility Code 

Docket No. M-00960890: 
F.0013 

Interim Guidelines Regarding Notification by an 
Electric Generation Supplier of Operational Changes Affecting 
Customer Service and Contracts 

Docket No. M-00960890: 
F.0014 

Proposed Enrollment Procedures Applicable to 
Electric Distribution Companies and Electric Generation 
Suppliers During the Phased-In Implementation of Direct Access 

Docket No. M-00960890: 
F.0015 

Proposed Standards for Electronic Data 
Transfer and Exchange Between Electric Distribution Companies 
and Electric Generation Suppliers 

Docket No. L-00970126: Rulemaking Re: Customer Information Disclosure for Electric 
Providers 

Docket No. L-00970129: Rulemaking Re: Licensing Requirements for Electric Generation 
Suppliers 



• 

Docket No. L-00980136: Rulemaking Re: Amending Annual Resource Planning Report 
Filing Requirements 

Docket No. 1-00980076: Year 2000 Compliance Questionnaire 

Docket No. 1-00980078: Chapter 28 Electricity Generation Customer Choice and 
Competition Act; Capacity Issues Within the PJM Interconnection 

Docket No. R-0b9.73953: Petition for Approval of PECO's Restructuring Plan 

Docket No. R-00973954: Application of Pennsylvania Power & Light Company for 
Approval of its Restructuring Plan r~\ jpfe 

Docket No. R-00973975: Application of UGI Utilities, Inc for ApprovalM its 
Restructuring Plan FEB 25 1999 

Docket No. R-00973981 

Docket No. R-00974008: 

Application of West Penn Power Company for Approval of its 
Restructuring Plan 

Petition for Approval of Metropolitan Edison's Restructuring 
Plan 

Docket No. R-00974009: Petition for Approval of Pennsylvania Electric's Restructuring 
Plan 

Docket No. R-00974104: 

Docket No. R-00984298: 

Application of Duquesne Light Company for Approval of its 
Restructuring Plan 

Pennsylvania Public Utility Commission v. PECO Energy 
Company (Supplier Tariff Proceeding) 

Please date-stamp and return the 2 additional copies in the enclosed envelope. • If you 
have any questions concerning this matter, please do not hesitate to contact me. 

Respectfully submitted, D O P ! \ y i C f\ T 

Douglas F. John, Esq. ^ - D El R 
Gordon J. Smith, Esq. 
Joelle K. Ogg, Esq. 

Counsel for Reliant Energy Retail, Inc. 
cc: Keith Sappenfield 

Janet Patrick 
Service List 
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I f red A. Miller 
ctor 

^tes & Regulatory Affairs 

P F C O F N F R G Y P E C 0 E n e ^ Company 1 • - ^ - ^ I ^ S- • %VJ • 2301 Market Street 
PO Box 8699 
Philadelphia, PA 19101-8699 
215 841 5760 

February 25, 1999 

CEIVED 
Mr. James J. McNulty, Secretary 
Pennsylvania Public Utility Commission rpo 9 , IQQQ 

North Office Building r i l D c ^ 1 7 7 7 

Post Office Box 3265 
Harrisburg, PA 17105-3265 PA PUBLIC UTiUTY COMMISSION 

SECRETARY'S BUREAU 
Dear Mr. McNulty: j? 

Re: May 13, 1998 Stipulation filed with the Restructuring Settlement 
Agreement 

The referenced stipulation requires that PECO Energy file any required 
modifications to its distribution rates within 60 days of this issuance of a FERC 
Order that results in an increase in transmission rates. 

Since the May 14, 1998, Order, the FERC has issued two orders, one 
decreasing transmission rates and the other increasing them. Taken as a whole, 
no change is necessary in distribution rates nor is an increase in transmission 
necessary as current FERC rates are less than the unbundled rates in the 
settlement. The attached document discusses why it is unnecessary to file any 
changes in rates. 

Please acknowledge receipt of the foregoing on the enclosed extra copy of this 
letter. 

Sincerely, s*^. 

ABC;aam 
x:\ratedir\abc\May 13 1998 Stipulation Filed.doc 

Enclosure 
cc: Service List 

DOCUMEN 
FOLDER 



Certificate of Service 

I hereby certify that I have this day, served the enclosed document, first class mail, on the following: 

Kenneth L. Mickens, Esquire 
Pennsylvania Public Utility Commission 
Office of Trial Staff 
P.O. Box 3265 
Hamsburg, PA 17105-3265 

Derrick Williamson, Esquire 
David Kleppinger, Esquire 
McNees, Wallace & Nurick 
100 Pine Street 
Hamsburg, PA 17108-1166 
(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) 

Steven P. Hershey, Esquire 
Connolly Epstein Chicco Foxman et al. 
1515 Market Street - 9* Floor 
Philadelphia, PA 19102-1909 

Daniel Clearfield, Esquire 
Alan Kohler, Esquire 
Wolf, Block, Schorr and Solis-Cohen 
Locust Court Bldg.; Suite 300 
Harrisburg, PA 17101 
(Counsel for Enron) 

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

Robert A. Mills, Esquire 
McNees, Wallace & Nurick 
100 Pine Street 
Harrisburg, PA 17108-5216 
(Counsel for Pennsylvania Retailers Association) 

Craig A. Doll, Esquire 
214 State Street 
Harrisburg, PA 17101 
(Counsel for Conectiv) 

Sonny Popowsky/ Tanya McCloskey, Esquire 
Steven K. Steinmetz, Esquire 
Office of Consumer Advocate 
555 Walnut Street 
Forum Place, 5 l h Floor 
Harrisburg. PA 17101 

Bernie Ryan, Esquire 
Assistant Small Business Advocate 
Suite 1102, Commerce Building 
300 N. 2 " Street 
Harrisburg, PA 17101 

Phil Bertocci, Esquire 
Community Legal Services, Inc. 
1424 Chestnut Street 
Philadelphia, PA 19102 

PA. 

FEB Z 6 1999 

JUBLIC UTiUTY COMMISSICM 
SECRETARY'S BUREAU 

Joe Inabinet 
Action Alliance of Senior 
Citizens of Greater Philadelphia 
35 South 4 , h Street, 3 r d Floor 
Philadelphia, PA 19106 
(FedEx Returned 10/2/98 - Moved No Forwarding Address) 

Donald A. Kaplan, Esquire 
Preston. Gates, et al. 
Suite 500 
1735 New York Avenue, NW 
Washington, OC 20006-4759 
(Counsel for PP&L) 

Kenneth Zielonis, Esq. 
Stevens & Lee 
208 N. 3"* Street-Suite 310 
Harrisburg, PA 17108-2090 
(Counsel for Pennsylvania Retailers Association) 

Roger Clark, Esquire 
NESIP 905 Denston Drive 
Ambler, PA 19002-3901 
(Attorney for Environmentalists) 

Randall V. Griffin, Esquire 
Delmarva Power & Light Company 
800 King Street 
Wilmington, DE 19899 
(Counsel for Conectiv/ Delmarva Power & Light) 

Walter W. Cohen, Esquire 
Andrew J . Giorgione, Esquire 
Obermayer Rebmann Maxwell & Hippel LLP 
204 State Street 
Harrisburg, PA 17101 
(Counsel for IP&L) 

Michael G. Banta, Esquire 
Indianapolis Power & Light Company 
One Monument Circle 
P.O. Box1595 
Indianapolis, IN 46206-1595 
(Counsel for IP&L) 

116745 
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Audrey Van Dyke, Associate Counsel 
Naval Facilities Engineering Command 
Washington Navy Yard, Building 218, Room 200 
901 M Street, S.E. 
Washington, DC 20374-5018 
(Counsel for Dept. of Navy) 

Stephanie A. Sugrue, Esquire/ Mary Ann Ralls, Esquire 
Shelia Hollis, Esquire 
Duane, Morris & Heckscher, LLP 
1667 K Street, N.W. - Suite 700 
Washington, DC 20006 
(Counsel for QST) 

Paul Nordstrom/Joel D. Newton, Esquire 
Verner Lipfert Bernhard McPherson.S Hand 
901 - 1 5 , h Street, NW 
Washington. DC 20005-2301 
(Counsel for Allegheny Power) 

Gordon Smith, Esquire 
John & Hengerer 
1200 17 t h Street. N.W. - Suite 600 
Washington, DC 20036-3006 
(Counsel for Electric Clearinghouse, Vastar and Noram Energy) 

Joseph A. Dworetzky, Esquire 
John P. Lavelle, Jr., Esquire 
Hangley Aronchick Segal S Pudlin 
One Logan Square - 12 l h Floor 
Philadelphia. PA 19102 
(Counsel for New Energy Ventures and Conectiv) 

Linda C. Smith, Esquire 
Dilworth, Paxson, Kalish S Kauffman 
305 North Front Street, Suite 403 
Harrisburg, PA 17101 
(Counsel for AARP) 

John Klauberg, Esquire 
LeBoeuf, Lamb, Greene & MacRae, LLP 
125 West 55 t h 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 
(Counsel for SEPTA) 

Susan M. Shanaman, Esquire 
212 North Third Street, Suite 203 
Harrisburg, PA 17101 
(Counsel for CEED) 

Ethan Giddings 
217 Rodman Avenue 
Jenkintown. PA 19046 

William T. Hawke, Esquire/Todd S. Stewart, Esq. 
Malatesta Hawke & McKeon 
100 N. Tenth Street 
Harrisburg, PA 17105 
(Counsel for Mid-Atlantic Power Supply Association) 

Vickiren S. Aeshleman 
Director - Regulatory Policy 
QST Energy Inc. 
300 Hamilton Blvd. - Suite 300 
Peoria, IL 61602 

John L. Munsch, Esquire 
Allegheny Power 
800 Cabin Hill Drive 
Greensburg, PA 15601-1689 
(Counsel for Allegheny Power) 

Joseph J. Malatesta, Jr., Esquire 
Lillian Smith Harris, Esquire 
Malatesta Hawke & McKeon LLP 
Harrisburg Energy Center 
100 North Tenth Street - P.O. Box 1778 
Harrisburg, PA 17105 
(Counsel for Municipal Group) 

Usher Fogel, Esquire 
Roland, Fogel, Koblenz & Carrr, LLP 
1 Columbia Piace 
Albany, NY 12207 
(Counsel for Pennsylvania Petroleum Association) 

Terence Fitzpatrick, Esquire 
David Desalle, Esquire 
Ryan, Russell, Ogden S Seltzer 
800 North Third Street, Suite 101 
Harrisburg, PA 17102 
(Counsel for GPU) 

John Gallagher, Esquire 
Michael Klein, Esquire 
LeBoeuf, Lamb, Greene S MacRae.. LLP 
200 North Third Street - Suite 300 
Harrisburg, PA 17108-2105 
(Counsel for Enron Energy Services Power. Inc.) 

Kenneth G. Hurwitz, Esq. 
Maureen Z. Hurley, Esq. 
Venable, Baetjer, Howard & Civiletti, LLP 
1201 New YorkAve., Suite 1100 
Washington, DC 20005-3917 
(Counsel for SEPTA) 

Lance S. Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Paul L. Zeigler, Esquire 
Zeigler & Zimmerman, PC 
355 North 2 1 5 1 Street, Suite 304 
P.O. Box 1080 
Camp Hill, PA 17011-3707 



Michael L. Kessler, VP S General Counsel 
American Energy Solutions, Inc. 
111 South Alfred Street 
Alexandria, VA 22314 

John Earwood 
Pennsylvania Department of Aging 
555 Walnut Street - S"1 Floor 
Harrisburg, PA 17101 

Al Benincasa 
Skipping Stone 
46 9 l h Avenue 
Sea Cliff, NY 11579 

Philip D. McFarren 
McFarren Group 
Suite 400, 200 North Third Street 
Harrisburg, PA 17101 

Craig Goodman 
3220 North Street, NW 
Suite 338 

Washington, DC 20007 

Andrew S. Tubbs 
Pennsylvania Rural Electric Association 
212 Locust Street 
Harrisburg, PA 17108 

Alan B. Cohn 
Manager, Rates & Regulatory Affairs 

PECO Energy Company 
2301 Market Street, SI 2-3 
P.O. Box 8699 
Philadelphia, PA 19101-8699 
(215) 841-5769 

Dated: February 25, 1999 



Compliance of Transmission Rates 
with the Restructuring Settlement 

RECEIVED 
FEB 26 1999 

PA PUBLIC UTILITY COMMISSION 
. i *• x-i ^ i •*u*u e **. * *•* * * • SECRETARY'S BUREAU In a stipulation filed along with the Settlement of its restructuring case, 

PECO Energy agreed to the following: 

" In addition, within 60 days after the issuance of a FERC Order modifying 
PECO Energy's transmission revenue requirement or rate structure, or PJM's 
transmission rate structure, to the extent that such change or modification effects 
PECO Energy's transmission charges, PECO Energy shall submit a tariff 
supplement with supporting data to the Pennsylvania Public Utility Commission 
which makes any necessary changes to PECO Energy's distribution rates to 
ensure that the sum of the distribution rates and the transmission rates and 
charges to each class of customer do not exceed the transmission and 
distribution rate cap." 

Recently, the FERC has issued two orders effecting PECO Energy's 

transmission revenue requirement. First, on December 16, 1998, the FERC 

issued an order approving the settlement in PECO's transmission proceeding. 

The rates were approved retroactive to 4/1/97 and reflected a reduction in the 

reactive power charge and the removal of Account 561 costs - system control 

and load dispatch costs incurred by PECO. As this was a reduction in rates no 

verification that the rate cap has not been exceeded was necessary. 

Subsequently, on December 30, 1998, the FERC issued an order 

approving, subject to refund and hearings, a new Schedule 1A to the PJM Open 

Access Transmission Tariff ("PJM Tariff'). Attachment A provides a copy of 

Schedule 1 A. The purpose of Schedule 1A is to provide PJM regional 

transmission owners with a mechanism for recovering Account 561 expenses 

under the PJM Tariff. Account 561 contains.system c^ntroL^dJoad dispatch 

DOCUMENT 
MAR Op* 1999- • " 



cost incurred by PECO in operating its local control center. The amount 

included for PECO Energy is approximately $4.6 million. While this is an 

increase in the FERC settlement revenue requirement, it does not result in an 

increase in PECO's transmission rates above the level that has been unbundled 

and used as a transmission shopping credit in PECO Energy's restructuring 

settlement. Attachment B provides a comparison of the cost in $/kW-year for 

transmission unbundled from retail rates as compared to the PJM network rate 

for PECO, based upon the FERC settlement and the Account 561 Filing. As 

shown in that attachment, the unbundled transmission rate/shopping credit in the 

Company's restructuring settlement is higher than either the 4/1/97 or the 1/1/99 

PJM rate for the PECO zone. 

In summary although two orders have been issued by the FERC 

regarding transmission rates, no change in PECO's retail transmission 

rates/shopping credit was necessitated and therefore no change in distribution 

rates is warranted. 



PJM Interconnection, L.L.C. • 

Atta 
Pagl 

ihrnent A 
of 3 

Open Ac<SJ5 Transmission Tariff 
Original Sheet No. 75a 

SCHEDULE IA 

RTO Scheduling, System Control and Dispatch Service 

Scheduiing, System Control and Dispatch Service is provided directly by the 
Transmission Provider under Schedule 1. The Transmission Customer must purchase this 
service from the Transmission Provider. Certain control center facilities of the RTOs also are 
required to provide this service. This Schedule IA sets forth the charges for Scheduling, System 
Control and Dispatch Service based on the cost of operating the control centers of the RTOs. 

The monthly charges for operation of the control centers of the RTOs shall be allocated 
and billed to the Transmission Customers as follows: 

Monthly Charge for Transmission Customer serving Non-Zone Load = 
Allocation Factor * Total RTOs Monthly Expense 

Monthly Charge for Transmission Customer servicing Zone Load = 
Allocation Factor * Zonal RTO Monthly Expense * Service Adjustment Factor 

Where: 

Transmission Customer serving Non-Zone Load is a Network Customer serving 
Non-Zone Network Load or a Transmission Customer taking Point-to-Point 
service where the Point of Delivery is at the boundary of the PJM Control Area. 

RTO Monthly Expense is one-twelfth (1/12) of the annual expense of providing 
Scheduling, System Control and Dispatch Service through the control center of 
an individual RTO. The annual expense shall be the amount booked to Account 
No. 561 of the Uniform System of Accounts and reported by the RTO in its Form 
1. The most-recent Form 1 data shall be applied to accounting for uses beginning 
in July of each year. 

Revised: 
Effective: 

October 30, 1998 
January 1, 1999 



Attachment A 

PJM Interconnection, L.L.C. Open Accf^Transmf^fon fa frif ' 
f Original Sheet No. 75b 

Zonal RTO Monthly Expense is the sum of the RTO Monthly Expenses for all 
RTOs whose systems constitute a Zone. 

Total RTO Monthly Expense is the sum of the Zonal RTO Monthly Expenses for 
all Zones in the PJM Control Area. 

Allocation Factor is the monthly transmission use of the Transmission Customer 
per Zone or Non-Zone, as applicable, on a megawatthour basis divided by the 
total transmission use in the Zone or in the PJM Control Area, as applicable, on 
a megawatthour basis. For Transmission Customers taking Network Service, 
monthly transmission use on a megawatthour basis is the sum of the individual 
hourly values of Network Load for all hours of the month. For Transmission 
Customers taking Point-to-Point Service, monthly transmission use on a 
megawatthour basis is the sum of the individual hourly values of energy 
scheduled and dispatched during the month. 

Service Adjustment Factor is determined as the sum of the total monthly 
transmission use in the PJM Control Area on a megawatthour basis exclusive of 
such use by Transmission Customers serving Non-Zone Load, divided by the sum 
of total monthly transmission use in the PJM Control Area on a megawatthour 
basis. 

Note that if a single Transmission Customer is serving load in more than one Zone, or 
serving Non-Zone Load as well as load in one or more Zones, the Monthly Charge for such 
Transmission Customer shall be the sum of the Monthly Charges detennined by application of 
the above formulae to its use in each separate Zone as well as its Non-Zone use. 

Each month, the Transmission Provider shall pay to each RTO an amount equal to the 
RTO Monthly Expense billed for that RTO under this Schedule IA. 

Transition Provisions: With respect to transactions during the period January 1, 1999 
through June 30, 1999, the RTO Monthly Expense of the following RTOs shall be set to zero: 
Baltimore Gas and Electric Company, and Potomac Electric Power Company. 

Revised: October 30, 1998 
Effective: January 1, 1999 
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Attachment A 
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Initial Basis for the Charges under Schedule IA 
(January 1,1999 - June 30, 1999) 

Regional Transmission Owner 

Atlantic City Electric Company 

Baltimore Gas and Electric Company 

Delmarva Power & Light Company 

PECO Energy Company 

PP&L, Inc. 

Potomac Electric Power Company 

Public Service Electric and Gas Company 

Jersey Central Power & Light Company 

Metropolitan Edison Company 

Pennsylvania Electric Company 

UGI Utilities, Inc. 

RTO Annual Expense (S) 

900,959 

0 

81,563 

4,608,393 

2,221,289 

0 

5,139,207 

2,260,887 

744,679 

1,154,651 

138,782 



Attachment B 
page 1 of 3 

PECO Energy Company 
Comparison of Unbundled Transmission Rates 

and PJM Open Access Transmission Tariff Charges for PECO 

Unbundled 
Transmission-
per Settlement 

PJM Tariff 
for PECO 
:Eff. 4/1/97 

PJM Tariff 
for PECO 
Eff. 1/1/99 

Revenue Requiremen (exel GRT) $ 

Coincident Peak (MW)(d) 

Cost per kw-year( exel GRT) $ 

144,415 (a) $151,703 (b) $ 156,311 ( c ) 

6509 

22.187 

7244 

$ 20.942 

7244 

21.578 

Rates per Restructuring Settlement 
PJM rate effective 1/1/99 

Amount by which the 
Settlement Rates/Shopping Credit 
Exceed the PJM rate 

22.187 
21.578 

0.609 

( a ) Attachment B, page 2 
( b ) Attachment B, page 3 
( c ) includes $4,608 for a/c 561 (Attachment A, page 3) 
(d ) 7244 is PECO's 1995 coincident peak used in establishing the FERC rate 

6509 is PECO's 1996 coincident peak, which is the basis for the unbundled rates, 
included in the restructuring filng and settlement 



Joint Petition for Approval of Full Settlement 
of PECO Energy's Restructuring Case at Docket No. R-00973953 

Summary of Unbundled Revenue 

Unbundled Revenue 

Sales Total Rev Transmission Distribution CTC Market Enerqv 
(MWh) (D (2) (3) (4) (5)=1-2-3-4 : 

^ HT 14,198,713 906,142,971 49,980,864 108,672,760 208,471,458 539,017,888 
638,800 43,444,241 2,317,169 7,301,849 9,258,652 24,566,570 

" PD 1,081,656 95,679,081 5,061,246 19,546,954 20,196,065 50,874,816 
^ GS 6,596,721 704,765,088 38,897,558 141,475,683 158,254,271 366,137,576 

GS 6,557,040 700,594,728 38,667,386 140,638,518 157,317,821 363,971,002 
TL 39,681 4,170,360 230,171 837,165 936,450 2,166,574 

^ RH 2,816,467 265,775,123 11,249,256 98,422,830 37,923,787 118,179,250 
7,699,431 1,009,225,292 43,057,202 430,747,757 143,288,713 392,131,620 

R 7,699,352 1,009,216,092 43,056,810 430,743,830 143,287,406 392,128,045 

RT 79 9,200 393 3,927 1,306 3,575 

OP 375,823 23,931,960 178,554 19,122,543 - 4,630,862 

SLP 88,803 12,627,000 153,555 10,623,707 - 1,849,738 

SLS 16,908 4,718,680 80,982 3,837,854 - 799,844 

SLE 47,017 8,757,480 75,496 7,922,340 - 759,644 

OTHER 9,019 1,714,880 10,225 1,630,465 - 74,190 

POL 8,988 1,711,200 10,203 1,626,966 - 74,031 

AL 31 3,680 22 3,499 - 159 

TOTAL 33,569,357 3,076,781,797 151,062,108 849,304,742 577,392,947 1,499,021,999 

0/kWh 9.17 0.45 2.53 1.72 4.4e 

> W rr 
00 
ft" m ro 

f o (0 

f t 

exel. GRT 144,415,375 

Proof 1999.xls 



PJM Interconnection, L.L.C. 
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Open Access Transmission Tariff 
Second Revised Sheet No. 116 

ATTACHMENT H-7 
Annual Transmission Rates ~ PECO Energy Company 

for Network Integration Transmission Service 

1. 

2. 

3. 

The annual transmission revenue requirement is $151,703,000 and the rate for Network Integration 
Transmission Service is $20,942 per megawatt per year, which reflects the facilities recorded in 
FERC Form.l, as transmission for PECO Energy Company and its subsidiaries. Service utilizing 
other facilities will be provided at rates determined on a case-by-case basis. 

The rate in (1) shall be effective until amended by the Regional Transmission Owner(s) within the 
Zone or modified by the Commission. 

In addition to the rate set forth in section 1 of this attachment, the Network Customer purchasing 
Network Integration Transmission Service shall pay for transmission congestion charges, in 
accordance with the provisions of the Tariff, and any amounts necessary to reimburse the Regional 
Transmission Owners for any amounts payable by them as sales, excise, "Btu," carbon, value-added 
or similar taxes (other than taxes based upon or measured by net income) with respect to the 
amounts payable pursuant to the Tariff. 

Revised: 
Effective: 

January 15, 1999 
January 1, 1999 
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February 26, 1999 
s * 1 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Room B-18, North Office Building 
PO Box 3265 
Harrisburg, PA 17120 

RE: Application of PECO Energy Company For Approval of Its Restructuring Plan 
Under Section 2806 of the Public Utility Code, et al.; Docket Nos. R-00973953 and 
P-00971265; COMMENTS OF THE MID-ATLANTIC POWER SUPPLY 
ASSOCIATION TO "CONSENSUS" SPECIFICATIONS FOR BIDDING ON 
COMPETITIVE DEFAULT SERVICE IN PECO ENERGY COMPANY'S 
SERVICE TERRITORY 

Dear Secretary McNulty: 

Enclosed, for filing with the Commission, please fmd the original and three (3) copies of the 
Comments of the Mid-Atlantic Power Supply Association, as referenced above in Dockets 
R-00973953 and P-00971265. 

I f you have any questions concerning this filing please direct them to me. 

Very truly yours, 

Todd S. Stewart 

Counsel for the Mid-Atlantic 
Power Supply Association 

TSS/bes 
cc: John C. Miller, Jr, CEEP 
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ler 20, 1998, the Pennsylvania Public Utility Commission ("Commission") issued a 

TentativeXjIrller in the Docket Nos. R-00973953 and P-00971265 seeking comments on its proposed 

specifications for bidding for the right to provide competitive default service ("CDS") in PECO 

Energy Company's ("PECO's") service territory commencing January 1, 2001. These 

specifications were attached to the Commission's Tentative Order as Annex A. After receiving 

comments and reply comments from interested parties, the Commission determined that additional 

process was required in order to reach a decision, and thus ordered that the matter be addressed by a 

collaborative process held during the month of February, 1999. During the past month, the parties 

have engaged in a collaborative process in order to revise Annex A into a "consensus" document. 

The parties have succeeded in agreeing to numerous processes and requirements, but several key 

points remain to be determined. The most significant issue left unresolved is the type of bid that 

must be submitted and the methodology for selecting the winning bidder. The following comments 

detail the Mid-Atlantic Power Supply Association's ("MAPSA's") recommendations on these 

issues. yOCKETEQ 
MAR 03 1999 



I. PROCEDURE 

At the threshold, MAPSA suggests that this Commission allow parties to render comments 

upon any report filed by the Bureau of CEEP with the Commission prior to the Commission 

rendering a decision on the merits of this case. At this juncture, MAPSA does not know what form 

any report will take, and cannot be certain that such a report will be a consensus document or one 

with which it will agree. Therefore the Commission should allow for an additional round of 

comments before finally deciding this matter. Because the bidding process in PECO's service 

territory will not be implemented before the end quarter of 2000, there is no need for the 

Commission to rush to judgment in this matter. Indeed, the Commission might wish to first 

determine the bidding procedures to be used in GPU Energy's ("GPU") service territory, since CDS 

will be bid in GPU's service territory well before PECO. In any event, the Commission should 

allow for additional input before it sets the rules in this case. 

II. THE COMMISSION SHOULD DECIDE 
THAT THE APPROPRIATE BID METHODOLOGY 

IS THE STRANDED COST PREPAYMENT APPROACH 

The major point upon which the parties fail to reach "consensus" is the appropriate bid 

methodology. MAPSA consistently has argued that the stranded cost prepayment methodology is 

superior to the price bid model and will provide the most value for the most customers in PECO's 

service territory. The stranded cost prepayment methodology is relatively simple - a bidder 

submits a bid which agrees to charge customers the same rates which the PECO Provider Of Last 

Resort ("PLR") currently charges those customers but, at the same time, recognizes that there is 

value in providing that service at the shopping credit. Therefore, the bidder bids a lump sum cash 

payment that it would be willing to pay to reduce PECO's stranded cost for all residential customers 



based upon its expectations of current and future market prices for energy and capacity. This 

methodology, because it relies upon energy and capacity pricing, clearly comports with the 

requirements of Paragraph 38 of PECO's restructuring settlement. As an example, suppose a bidder 

was fairly certain that the market prices for energy and capacity would allow it to provide service at 

less than the current PLR rates in PECO's service territory during the period of the bid. That bidder 

would calculate the difference in the market prices and then determine what value it would be 

willing to return to PECO's customers for the privilege of serving those customers as the 

competitive default service provider during that period. This lump sum payment would be applied 

to reduce the stranded costs of all PECO's residential customer classes. 

Under the methodology supported by PECO, the bidders would simply bid a discount off of 

PECO's rates for those customers receiving service from the CDS (20%). Therefore, the only 

customers to benefit are those being offered CDS service. The unspoken, and unlikely, premise in 

this scenario is that PECO, due to the operation of Paragraph 38(e) of the restructuring settlement, 

would reduce its rates for its PLR customers to the floor price and, thus, match the CDS bid 

discount. This behavior on the part of PECO is economically irrational and is not mandated, and, 

therefore, is not likely to occur. The Commission should not consider it when comparing the 

benefit to customers under a stranded cost prepayment process versus the price bid methodology. 

Thus, while the stranded cost prepayment methodology provides immediate and direct benefits to 

all residential customers through its operation, the price bid methodology leaves any benefit for 

PECO's residential PLR customers to the sole discretion of PECO, which has little incentive to 

undertake such action. 



The stranded cost prepayment methodology not only provides known benefits to all 

customers, it also encourages customers to engage in the competitive market in order to experience 

potentially greater savings consistent with the Electricity Generation Customer Choice and 

Competition Act. The price bid methodology supported by PECO does not encourage customers to 

explore the competitive market, but rather provides the opposite incentive. 

Further, the stranded cost prepayment methodology is based upon a bidding paradigm - the 

acquisition of customers from another business entity ~ that is very familiar and understood by 

most commercial entities. Duquesne's POLR auction proposal, while not perfect, is one example. 

Finally, selecting a CDS on the basis of the stranded cost prepayment methodology makes it simple 

for the Commission to choose the winner ~ it need only compare the dollar amounts that are bid. 

Similarly, all concerns over adherence to PECO's existing rate structure are eliminated because the 

CDS will use the exact structure and the same rates. For all these reasons, MAPSA believes that the 

stranded cost prepayment methodology clearly is the superior selection method.1 

Under the stranded cost prepayment framework, the benefits to all customers are clear and 

competition is enhanced. Conversely, the price bid methodology thwarts the development of 

competitive markets and offers benefits which - at PECO's whim - might be enjoyed by the 80% of 

PECO's customers who are not served by the CDS. 

If the Commission decides that it does not want to prescribe a specific bidding methodology, 

but instead allow for both price and stranded cost prepayment bids, MAPSA suggests that the 

specifications, as written, require modification so that the specifications specifically state that fact. 

1 It is likely that the Office of Consumer Advocate ("OCA") will propose that bidders be permitted to bid a "plain 
vanilla" CDS service. A plain vanilla CDS would supply only generation and would not provide the additional 
customer care functions currently contemplated in Annex A. MAPSA would agree that if no bids are received by the 
Commission for a customer care inclusive CDS, that the Commission might consider a second, plain vanilla, bid as an 
alternative to having no competitive CDS. In any event, MAPSA strongly believes that a plain vanilla should still be 
bid on a stranded cost prepayment methodology. 



In such a circumstance, the Commission should make it clear that it will not discriminate between 

bidders and its evaluation of bids based upon its preference, albeit unspoken, of one bid 

methodology over another. 

In particular, Sections SI and S3 require modification, as shown on MAPSA's specific 

comments, in order to provide for both bid formats. 

MAPSA's clear preference is that the Commission adopt the stranded cost prepayment 

method, however MAPSA does recognize that the Commission may choose what might appear to 

be a more flexible approach. MAPSA continues to believe that there are obvious, and not-so-

obvious pitfalls to be avoided when evaluating bids of differing structure. Perhaps most significant 

among these pitfalls would be any assumption that under either method any party will engage in 

behavior that is not required and which is economically irrational, i.e., offer across-the-board 

discounted rates. MAPSA is confident however, that given a choice, the market will 

overwhelmingly favor the stranded cost prepayment methodology over the price bid methodology. 

IH. SPECIFIC COMMENTS 

MAPSA hereby comments on specific sections of Annex A and will use the numbering 

convention set forth in Annex A as the basis of its comments. 

Q l : MAPSA's understanding of the discussion at the last collaborative meeting of February 

23, 1999 was that the qualification package would be submitted simultaneously with the 

bids. To that end, MAPSA suggests that the qualification packages and bids be submitted 

to the Commission no later than May 1, 2000, and thereafter on May 1st of the year prior 

to the first year of the new CDS term. 



ft 

Q2: MAPSA continues to have concerns about the bonding requirements in the last paragraph 

of Section Q2. MAPSA agrees that a bond, similar to that required of an electric 

generation supplier ("EGS"), be required for payment of taxes and other obligations 

accruing to the state and which the state would have no ability to collect in the event of a 

CDS default. However, MAPSA does not agree that a bond is necessary to secure PECO 

against a CDS default. Specifically, the amount of the bond is vague. The Commission 

should be aware that bonding requirements that are vague are anti-competitive because 

they create risk and uncertainty and, thus, increase barriers to entry - - the larger the bond, 

the smaller the benefits to consumers. 

With regard to the need for a bond to protect PECO, MAPSA does not believe that 

PECO faces any risk as a result of a CDS default. In the unlikely event that a CDS would 

default, PECO immediately would have the revenue stream from customer payments for 

default service available to meet its costs of standing in the shoes of the CDS. To the 

extent that energy costs, at that time, exceeded those revenues, PECO clearly has an 

opportunity to recover those costs from ratepayers. Requiring a bond simply increases the 

cost of doing business for the CDS bidder and decreases the amount of stranded cost 

prepayment (or erodes a discount under a price bid) that a CDS bidder would be likely to 

offer. Therefore, the cost of paying for a potential CDS default are paid by those 

customers without regard to whether the CDS is likely to, or in fact, defaults. On the other 

hand, i f a CDS would default, and there is no bond to PECO, PECO, i f necessary, has the 

opportunity to seek a rate cap exception to recover those costs from its customers. 



ft 

However, PECO could exercise that option only if the costs actually were incurred and, 

only i f those costs were above the market price for energy and capacity reflected in 

PECO's shopping credit. 

Q4(g). MAPSA contends that requiring a CDS bidder to submit financial statements to present 

their current and "expected future" financial condition is burdensome, potentially 

misleading and unnecessary. Essentially, this requirement demands that a CDS bidder 

forecast its future financial condition - a process which is speculative, at best. Further; to 

the extent a CDS does not typically forecast its future financial condition, this process 

potentially is burdensome and would present an unneeded barrier to a CDS bidder. 

Finally, such a process would require a CDS bidder to provide the Commission with its 

expectation of its future economic condition, which information is highly proprietary. 

MAPSA suggests a requirement that a CDS bidder be required to "provide financial 

information adequate to allow the Commission to appropriately assess the CDS bidder's 

financial condition." Such a requirement ensures that the Commission has adequate 

information to assess a bidder's current financial position, and allows the Commission to 

speculate, i f it chooses, about any future changes. Further, the need for section Q4(g) in its 

entirety disappears i f the Commission insists upon a further bonding requirement, as it 

currently exists in sections Q2 and T16. In such a circumstance, since there is an absolute 

guarantee of payment, no review of financial information appears to be warranted. 



Q9. This section should require that the Commission make the information available at the 

time it issues the RFP, as detennined by Section Ql. Also, MAPSA suggests that the 

technical conference be held earlier in the month, rather than later, and suggests a date in 

the first full week of April, rather than in the second or third week. I f the Commission 

does compress the bid preparation period to a single month, the technical conference 

should be earlier to allow bids to be prepared on the basis of the complete information that 

the technical conference will produce. 

SI. The first sentence should be modified to remove the words "energy and capacity 

sufficient." Such modification will make it clear that the bidder is bidding for the right to 

serve as CDS, not necessarily to provide energy and capacity. Likewise, such a 

modification will not narrow the format of the bid, or limit to methodology used to select 

the winning bidder. 

53. The word pricing in the first sentence of S3 should be stricken, so that the sentence reads 

"The CDS bidder must submit bids utilizing the exact block rate structure...". Such a 

modification would make it clear that parties are not required to submit their bids on the 

basis of any specific methodology. Section S3 should then specify that the bid will be 

based upon a stranded cost prepayment model, i f the Commission agrees that it is the best 

approach. 

54. MAPSA suggests that Section S4 is vague and therefore would suggest changing the word 

bid to price, in order to clarify that the price in the bids will be fixed for the term. 



T l . MAPSA consistently has suggested that the Commission mandate procedures relative to 

the customer's right to return to PECO. Specifically, a customer that is in the termination 

process (has been served with a termination notice), should not be permitted to opt back to 

PECO as its default supplier without first satisfying any outstanding arrearage with the 

CDS. Without such a requirement, customers will too easily game the system to avoid 

arrearages accumulated at the expense of the CDS, and then switch to PECO to avoid 

termination and eliminate leverage the CDS might have had to collect that arrearage 

through an appropriate termination procedure. 

T9. In its current form. Section T9 states that "all EDC customers will receive EDC-mandated 

legal and safety notices...", MAPSA suggests that the notices should not be EDC 

mandated; rather, they should be Commission mandated, as was the general agreement at 

the February 23, 1999 Collaborative Meeting. 

T15. MAPSA agrees that a CDS provider does not fit neatly into the category of electric 

distribution company ("EDC") or EGS. MAPSA suggests, however, that a CDS is more 

akin to an EGS than to an EDC2 and, in any event, it is inappropriate to apply the EDC 

Code of Conduct to a CDS. An EDC has monopoly transmission and distribution facilities 

which grant it an anti-competitive position vis-a-vis, an EGSs serving in its service 

territory because of the EDC's control of these bottleneck facilities. The same holds true 

with the relationship of an EDC to a CDS Codes of Conduct were designed to restrict an 

EDC from using its control of bottleneck facilities to competitively harm an EGS. 

2 The Commission agrees with respect to the customer information regulations. See Final Rulemaking Order at Docket 
No. L-00970126, Ordering Paragraph No. 9 ("[P]roviders of last resort are viewed as electric generation providers.") 

9 



ft 
However, the same is not true as between a CDS and an EGS since CDS controls no 

bottleneck facilities. The fact that customers have their default energy provided by the 

CDS does not vest the CDS with the same influence over customers, or the same market 

power as an EDC. Therefore, it is inappropriate to mandate an EDC Code of Conduct for 

the CDS. MAPSA has suggested a reasonable and balanced Code of Conduct to govern 

the activities of a CDS, and has attached it to these comments. (Appendix A). MAPSA 

believes that its proposed Code of Conduct adequately addresses the issues that are likely 

to be of concern in the.relationship.of a CDS to EGSs. and customers. 

T20. MAPSA disagrees that a CDS provider should be required to maintain a separate 

accounting protocol for CDS customers i f that CDS has an EGS serving in the PECO 

service territory. MAPSA agrees that it may be necessary to develop safeguards to prevent 

any threat of termination, or termination of CDS services, on the basis of a customer's 

failure to pay EGS charges owed to a CDS affiliate. However, a separate accounting 

protocol is not necessarily required, and in fact, is not likely to be required to address such 

a potential harm. Requiring separate accounting protocols as a blanket protection will 

create an additional burden with no concomitant customer benefit. Requiring a CDS 

provider to maintain 'separate accounting protocols' represents unwarranted and 

unnecessary micromanagement because the CDS provider has already agreed to terminate 

service only as permitted by Commission regulations. All that is necessary is a 

requirement that the CDS provider maintain 'appropriate accounting controls' to prevent 

termination or threat of termination for nonpayment of unregulated or competitive charges. 

10 
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T21. MAPSA suggests that a sentence be added to Section T21 to require that data exchange 

protocols be established to place the CDS on the same footing with regard to customer 

information as the PECO EDC, and which require that PECO as EDC cannot advantage its 

own PLR to the detriment of the CDS. 

IV. CONCLUSION 

MAPSA urges this Commission to adopt the stranded cost prepayment methodology as the 

sole method for preparing and submitting CDS bids. MAPSA believes that it has demonstrated that 

the stranded cost prepayment methodology is superior and that it will provide definite benefits to all 

PECO residential customers through reduction of their stranded cost obligation, in contrast to the 

alternative method which produces savings for only 20% of PECO's customers and provides an 

illusory benefit to the remaining 80%. Along with the other benefits of being pro-competitive, easy 

to understand and easy to compare, MAPSA believes that the stranded cost prepayment 

methodology clearly is the superior method. Also, MAPSA urges the Commission to adopt its 

separate specific comments, and to make the changes as requested herein. Competitive default 

service is an opportunity for this Commission to allow a competitive bidding process to bring 

benefit to all of PECO's residential ratepayers. Clearly, that was the result contemplated by the 

Customer Choice Act, and the settlement in PECO's restructuring case. MAPSA's proposal 

provides those benefits with certainty, as opposed to any speculative benefit which might be gained 

under any other proposal. 
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WHEREFORE, MAPSA respectfully requests that the Commission adopt and implement its 

comments as proposed herein. 

DATED: February 26, 1999 

Respectfully submitted, 

Craig R. Burgraff, Esquire 
Todd S. Stewart, Esquire 
Malatesta Hawke & McKeon LLP 
Harrisburg Energy Center 
P. 0. Box 1778 
Harrisburg, PA 17105-1778 
(717) 236-1300 

Counsel for the Mid-Atlantic 
Power Supply Association 
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APPENDIX A 

STANDARDS OF CONDUCT APPLICABLE TO CDS SERVICE 

1. Each EGS shall continue to adhere to the "Standards of Conduct and Disclosure set forth 
by the Commission as applicable to licensed electric Generation Service Providers and 
set forth at 56 Pa. Code §54.43. 

2. The CDS shall cooperate with the EDC in the EDC's dissemination of Ratepayer 
infonnation and education materials. 

3. An EGS providing PLR service as the competitive default service provider shall not 
market through direct mail or mass media the competitive default service. An EGS 
providing that service is not restricted from engaging in reasonable non-deceptive and 
non-misleading advertising to consumers with respect to other competitive options that 
it, an affiliate or partner in providing competitive service might offer, so long as those 
non-CDS competitive options are clearly represented as such. 

4. An EGS in its role as CDS provider may not use its CDS customer bill or customer 
contacts for the purpose of marketing to CDS customers or engaging in direct advertising 
of the EGS's separate competitive energy service. The CDS provider also may not use 
its CDS customer mailing list to market its competitive energy service unless it makes 
the mailing list available to all EGSs at a reasonable fee approved by the Commission. 
The EGS's CDS service and its separate competitive energy service shall be clearly 
differentiated to avoid customer confusion. 

5. The CDS shall comply with all existing rulemakings and Commission Orders in the 
provision of CDS service including all aspects of 56 Pa. Code, Parts 54, 56, and 57. 



CERTIFICATE OF SERVICE 

I hereby certify that I am this day serving a copy of the foregoing document upon the 

persons named and in the manner indicated below. 

Service By First Class Mail: 
Paul R. Bonney, Esquire 
Noel H. Trask, Esquire 
Michael A. Carvin, Esquire 
PECO Energy Company 
2301 Market Street 
PO Box 8699 
Philadelphia, PA 19101-8699 

John L. Munsch, Esquire 
Allegheny Power Corporation 
800 Cabin Hill Drive 
Greensburg, PA 15601 

Paul E. Russell, Esquire 
Pennsylvania Power & Light Company 
Two North Ninth Street 
Allentown, PA 18101 

Steven P. Hershey, Esquire 
Connolly Epstein Chicco Foxman et al. 
1515 Market Street, 9 l hFl. 
Philadelphia, PA 19102-1909 

Phillip Bertocci, Esquire 
Community Legal Services, Inc. 
1424 Chestnut Street 
Philadelphia, PA 19102 

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

Christopher B. Craig, Esquire 
Senator Vincent Fumo 
Room 545 Main Capital Building 
Harrisburg, PA 17120 

Donald A. Kaplan, Esquire 
Pennsylvania Power & Light Company 
Suite 500 
1735 New York Avenue, NW 
Washington, DC 20006-4759 

Gordon Smith, Esquire 
John & Hengerer 
1200 l?* Street, NW, Suite 600 
Washington, DC 20036-3006 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Tanya J. McCloskey, Esquire 
Steven Steinmetz, Esquire 
Office of Consumer Advocate 
555 Walnut Street 
Forum Place, 51,1 Floor 
Harrisburg, PA 17120 

Bernard A. Ryan, Jr., Esquire 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North Second Street 
Harrisburg, PA 17101 

Kenneth Mickens, Esquire 
Charles Daniel Shields, Esquire 
Pennsylvania Public Utility Commission 
Office of Trial Staff 
Pitnick Building 
Harrisburg, PA 17105-3265 



David M. Kleppinger, Esquire 
Derrick P. Williamson, Esquire 
PAIEUG 
McNees Wallace & Nurick 
100 Pine Street 
Harrisburg, PA 17108 

Terrance Fitzpatrick, Esquire 
David DeSalle, Esquire 
GPU Energy 
Ryan Russell Ogden & Seltzer 
800 North Third Street, Suite 101 
Harrisburg, PA 17102 

Walter W. Cohen, Esquire 
Andrew J. Giorgione, Esquire 
Indianapolis Power & Light Company 
204 State Street 
Harrisburg, PA 17101 

Daniel Clearfield, Esquire 
Enron Corp. 
Wolf Block Schorr & Solis-Cohen 
401 North Front Street 
Harrisburg, PA 17101 

Craig A. Doll, Esquire 
Delmarva Power & Light Company 
214 State Street 
Harrisburg, PA 17101 

Gary A. Jeffries, Esquire 
CNG Energy Services Corporation 
One Park Ridge Center 
P.O.Box 15746 
Pittsburgh, PA 15244-0746 

Susan Shanaman, Esquire 
Center for Energy and Economic 
Development 
212 North Third Street, Suite 203 
Harrisburg, PA 17101-1505 

Kenneth Zielonis, Esquire 
Stevens & Lee 
208 N. 3rd Street, Suite 310 
Harrisburg, PA 17108-2090 

John Earwood 
Pennsylvania Dept. of Aging 
555 Walnut Street, 5lh Floor 
Harrisburg, PA 17101 

Philip D. McFarren 
McFarren Group 
Suite 400, 200 N. Third St. 
Harrisburg, PA 17101 

Andrew S. Tubbs 
Pennsylvania Rural Electric Assoc. 
212 Locust Street 
Harrisburg, PA 17108 

Todd S. Stewart 

DATED: February 26, 1999 
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FiCa, in , 9739S3 
I N THE COMMONWEALTH COURT OF PENNSYLVANIA 

INDIANAPOLIS POWER & LIGHT 
COMPANY, 

P e t i t i o n e r 

v . 

PENNSYLVANIA PUBLIC UTILITY 
COMMISSION, 

Respondent 

J 

)0CKETED 

APR 1 4 1993 

• ^ BUREAU 

NO. 1575 CD. 199 

Arri ̂ 8 1999 
O R D E R 

NOW, March 16, 1999, upon co n s i d e r a t i o n of 

p e t i t i o n e r ' s a p p l i c a t i o n f o r discontinuance, s a i d a p p l i c a t i o n i s 

granted and the above captioned matter i s discontinued, w i t h 

p r e j udice. 

3QCUMEN 

GERfFiFiED MM Wf: BECOftD 
AND OKDER EXIT 

f.:..-.: 17 1999 

Deputy Prothonotary - ChiefGierk 



^ £ o r Filing Officer Only 
^ ' i l e Number: / <j q J Q Q. 

Filing Date: 

Form A 
Intangible Transition Property Notice 

General Docket Number: 

Name of Grantor or Assignor: 

Address of Grantor or Assignor: 

co 
m 
o 

M-00970937S zsz. 

PECO Energy Transition Trust ro 

m 
m TO 

c/o First Union Trust Company, National Associa&j^ Orig£ ^ 
Rodney Square, 920 King Street, Wilmington, D g 198010 TH 

Name of Financing Party or Assignee: The Bank of New York ^ 0 3 

Address of Financing Party or Assignee from which Information concerning the Security Interest or 
Transfer in Interest Intangible Transition Property may be obtained: 

101 Barclay Street, New York, New York 10286 

This Intangible Transition Property Notice covers the Intangible Transition Property arising from the 
following Qualified Rate Order: 

Commission Docket Number: R-00973953 
Date of Entry: May 14, 1998 

State whether the Intangible Transition Property Notice relates to all the above Qualified Rate Order and 
the amount of Intangible Transition Property arising therefrom, or only to a portion of such Order or 
Amount: 

X 

I f "Portion" is checked, state either: 

All Portion DOCUMENT 
FOLDER 

The Portion of the Qualified Rate Order to which this Notice relates (by reference to the 
applicable section(s) or paragraph(s) of the Order: 

OR 

The Amount of the Intangible Transition Property to which this Notice relates (in comparison to 
the Total Amount of such property); 

$ of a Total of $ 

Check one: 3 1 L 

X This Form A is filed to Perfect a Security Interest in Intangible Transition Property. 

This Form A is filed to give notice of a Transfer of an Interest in Intangible Transition Property 
to an Assignee. 

Beneficiary Trustee 
PECO Energy Transition^Hi&t tfeKETEg| 

MAR 26 1999 
PHL A 1237820 v 1 

Name: 
Title: 
The Bank of New York 

CHERYL L. LASER 
Assistant Vice President 
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For Filing Officer Only 
hie Number: /<} <ff0oO / 
Filing Date: 

Form A 
Intangible Transition Property Notice 

General Docket Number: M-0097093 

Name of Grantor or Assignor: PECO Energy Company 

Address of Grantor or Assignor: P.O. Box 8699, Philadelphia, PA 19101 

Name of Financing Party or Assignee: PECO Energy Transition Trust 

Address of Financing Party or Assignee from which Information concerning the Security Interest or 
Transfer in Interest Intangible Transition Property may be obtained: 

c/o First Union Trust Company, National Association, One Rodney Square, 920 King Street, 
Wilmington, DE 19801 

This Intangible Transition Property Notice covers the Intangible Transition Property arising from the 
following Qualified Rate Order: 

Commission Docket Number: R-00973953 
Date of Entry: May 14, 1998 

State whether the Intangible Transition Property Notice relates to all the above Qualified Rate Order and 
the amount of Intangible Transition Property arising therefrom, or only to a portion of such Order or 
Amount: 

X 

If "Portion" is checked, state either: 

All Portion DOCUMENT 
FOLDER 

The Portion of the Qualified Rate Order to which this Notice relates (by reference to the 
applicable section(s) or paragraph(s) of the Order: 

OR 

The Amount of the Intangible Transition Property to which this Notice relates (in comparison to 
the Total Amount of such property); 

$ of a Total of $ 

Check one: 

This Form A is filed to Perfect a Security Interest in Intangible Transition Property. 

X This FormA \% fHeî  $6 giv̂ p notice of a Transfer of an Interest in Intangible Transition Property 

ince and Treasurer 
nergy UOmpany 

George' ShicodP 
aui^i BfcQeficiarv Trustee 

O C K E T E P g 0 E n e r § > ' T r a n s i t ion Trust 

MAR 26 
PHL A 1237823 v1 


