: ' Philodelyhia

Clean Air Council _ : 135 South 19th Street
. : ) Suite 300 _
. o : Philadeiphin, PA 19103
g C U M E NT o 2155674004
"_ ; : e ' ‘ Fax 2155675791
EMail members@deanoirorg

r" (\} \ D E R March 8, 200 0 A | . i doanait org

LN T
Hamisbyrg
105 M. Front St.

. James J. McNuIty, Secretary : .
Suito 106
Pennsylvania Public Utility Commission Harisburg, PA 17101

P.O: Box 3265 N\ L Tae
Harrisburg, PA 17105-3265 o _ : Fox 71723086408
: R | (G | | Wanington

omirunity Sewvite Building
100 W. 10 St
RE Appllcatlon of PECO Energy Company Suire 704

: Wilmington, DE 19801
Docket No.: A-110550F0147 | . 362'“1“?]"31‘]2 et 7%

Dear Mr. McNaulty:

Enclosed for filing.please find an original and three (3) copies of the St-lpplemental
Prehearing Confererice Memmandum of Clean Air Council, et al in the above-referenced
ploceedmg

A copy of this document has been served on the partles of record and as required by rule
as shown on the attached certificate of service.

Sincérely,

2,;4//

‘Mlchael Fiorentino, Esq.
Staff Attorney - '

Enclosures ' ' N
cc: ~ The Honorable Cha1les E. Rainey, Jr. >
See Certificate of Service

@ Peinted on recycled paper ® g o ' !



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

!

14 00
e

APPLICATION OF PECO ENERGY Y
COMPANY, PURSUANT TO CHAPTERS : , :

JOCKETE]}
11,19, 21, 22 AND 28 OF THE PUBLIC :

UTILITY CODE, FOR APPROVAL
OF (1) A PLAN OF CORPORATE
RESTRUCTURING, INCLUDING THE
CREATION OF A HOLDING COMPANY :
AND (2) THE MERGER OF THE NEWLY :
FORMED HOLDING COMPANY
AND UNICOM CORPORATION

SUPPLEMENTAL PREHEARING CONFERENCE MEMORANDUM

OF CLEAN AIR COUNCIL, et al

-‘1 l-BHq

MAR 09 2000

ey B8

DOCKET NO. A-110550F0147

Pursuant to the December 28, 1999 Prehearing Conference Order of Charles E. Rainey,
Jr., Administrative Law Judge, Clean Air Council, Andrew Altman, Dennis Winters, and Amy
Hammersmith filed a Prehearing Conference Memorandum on January 12, 2000. By and

through counsel, said parties do hereby submit the following Supplement to that Memorandum:
7.

Witpesses

to offer as a witness:

Clean Air Council, et al, have elected to present testimony in this proceeding, and intend

HOCUMENT
Bruce E. Biewald
President

[l
rULDER
Synapse Energy Economics, Inc.
22 Crescent Street

Cambridge, MA 02138

Clean Air Council, et al, reserve the right to identify additional witnesses, and will
supplement this Memorandum again should it prove necessary to do so.



8. Issues To Be Addressed By Witnesses

Mr. Biewald will testify as to: 1) Merger Risks including market power effects,
environmental impacts, nuclear decommissioning concerns, and merger savings uncertainties;
and 2) the Public Interest standard including the benefits of renewable energy and air pollution
emissions reductions.

Clean Air Council, et al, anticipate the possibility that other issues may arise or be
identified which may also be addressed by Mr. Biewald’s testimony, or that of an additional
witness, should one be retained.

Respectfully submitted,

Michae! Fiorentino, Esquire

Atty. ID# 73576

Counsel for Protestants and Petitioners
Clean Air Council

105 N. Front St.

Suite 106

Harrisburg, PA 17101

Joseph Otis Minott, Esquire

Atty. [D# 36463

Counsel for Protestants and Petitioners
Clean Air Council

135 S.19th St.

Suite 300

Philadelphia, PA 19103

Dated: March 8, 2000



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

In re: Application of PECO Energy Company,

Pursuant to Chapters 11, 19, 21, 22 and 28 of

the Public Utility Code, for Approval of (1) a

Plan of Corporate Restructuring, Including the

Creation of a Holding Company, and (2) the : Application Docket
Merger of the Newly Formed Holding : No. A-110550F0147
Company and Unicom Corporation

CERTIFICATE OF SERVICE

I hereby certify that [ have, this 8th day of March 2000, served a true and correct copy of the
foregoing Protestants/Intervenors Clean Air Council, et al’s Supplemental Prehearing Memorandum
on the following parties of record by first-class mail:

The Honorable Charles E. Rainey
Administrative Law Judge

Pennsylvania Public Utility Commission
1302 Philadelphia State Office Building.
1400 West Spring Garden St.
Philadelphia, PA 19130

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Commission
PA Public Utility Commission

Office of Trial Staff

P.O. Box 3256

Harrisburg, PA 17105-3265

David Kleppinger, Esquire
Derrick Williamson, Esquire
Charis M. Burak, Esquire
McNees, Wallace & Nurick
P.O. Box 1166

Harrisburg, PA 17108-1166

Christopher B. Craig, Esquire
Democratic Committee on Appropriations
Room 545, Main Capitol Building
Harrisburg, PA 17120

Irwin A. Popowsky/Tanya McCloskey, Esquire

Office of Consumer Advocate
555 Walnut Street

Forum Place, 5th Floor
Harrisburg, PA 17101

Paul R. Bonney, Esquire
PECO Energy Co.

2301 Market St.,

P.0O. Box 8699

Philadelphia, PA 19101-8699

Daniel Clearfield, Esquire

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

Harrisburg, PA 17101

Gerald Gornish, Esquire

Wolf, Block, Schorr and Solis-Cohen
1650 Arch Street, 22nd Floor
Philadelphia, PA 19103

Paul Russell, Esquire

Pennsylvania Power & Light Company
Two North Ninth Street

Allentown, PA 18101

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

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689



Michael L. Kessler, Esquire
Vice President, General Counsel
American Energy Solutions, Inc.
1781 Duffield Lane

Alexandria, VA 22307-1174

Philip Bertocei, Esquire
Community Legal Services, Inc.
1424 Chestnut Street, 5th Floor
Philadelphia, PA 19102

Craig Goodman

National Energy Marketers Association
3333 K Street, N.W.

Suite 425

Washington, DC 20007

Thomas Schmidt, 11, Brian P. Downey,

John A, Greenbaum

Pepper Hamilton LLP

200 One Keystone Plaza

North Front and Market Streets
P.O. Box 1181

Harrisburg, PA 17108-1181

Eric Joseph Epstein, Pro Se
4100 Hillsdale Road
Harrisburg, PA.17112

John Hanger, Esquire
212 Locust Court, Suite 410
Harrisburg, PA 17101

Gregory J. Lawrence, Esquire
Sutherland Asbill & Brennan LLP
1275 Pennsylvania Avenue, N.W.
Washington, DC 20004-2415

John Halsted, Esquire

Gawthrop, Greenwood & Halsted
119 North High Street

West Chester, PA 19381

Peter Meadows Adels, Esquire
Charles McPhedran, Esquire

117 South 17th Street, Suite 1801
Philadelphia, PA 19103

Amy Gold

Shel] Energy Services Co., L.L.C.
P. O. Box 4402

Houston, TX 77210

Donald A. Kaplan, Esquire
Leanne M. Bober, Esquire

Preston Gates Ellis & Rouvelas Meeds LLP

Suite 500
1735 New York Avenue, N. W,
Washington, DC 20006

Kenneth M. Barna, Esquire
Wayne R. Frigard, Esquire
Rubin and Rudman LLP
50 Rowes Wharf

Boston, MA 02110

John Will Ongman, Esquire
Pepper Hamiiton LLP

6000 Fourteenth Street, NW
Washington, DC 20005

Patricia J. Clark, Esquire
Norbert J. Smith, Esquire

Allegheny Energy Supply Company, LLC

Roseytown
RR 12, Box 1000
Greensburg, PA 15601

Patricia McNamara
6048 Ogontz Avenue
Philadelphia, PA 19141

John Hall, Esquire

Unruh, Turner, Burke & Frees
17 West Gay Street

West Chester, PA 19381

James H. Cawley, Equire
Rhoads & Sinon - 12th Floor
One South Market Street
Harrisburg, PA 17108

Bernard A. Ryan, Jr., Esquire
Office of Small Business Advocate
Suite 1102, Commerce Bldg.

300 North Second Street
Harrisburg, PA 17101

Robert Jaffe, Esquire
City Hall - Room 588
Philadelphia, PA 19107

Greg Pastore
619 Pemberton Street
Philadeiphia, PA 19147



Certificate of Service, 3/8/00

Carville B. Collins, Esquire
Piper, Marbury, Rudnick & Wolfe

6225 Smith Avenue
Balitimore, MD 21209-3600

Michael Fiorentino
Attorney for Protestants

Joseph Otis Minott
Attorney for Protestants
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James W. Durham
Senior Vice President
ant General Counsed

Edward J. Cullen, Jr.
Deputy General Counse

Sandra H. Byrne
Legal administrator

Paul R. Bonney
Jessica N. Cone
Todd D. Cutter
Susan Sciamanna Foehl
Vilna Waldron Gaston
Gregory Golazeski
John €. Halderman
Conrad O. Kattner
‘Kristopher Keys
Kent D. Murphy
Jetfrey J. Norton
Mark B, Peabady
Roslyn G, Pailack
H. Alfred Ryan
Richard 5. Schiegel
Jenny £, Shulbank
Ward L. Smith
Delia W, Stroud
Saundra M. Yaklin
Ronald L. Zack
Assistant General Counsel

Tanya McCloskey

Office of Consumer Advocate
555 Walnut Street

Forum Place, 5" Floor
Harrisburg, PA 17101

. Legal Department

PECO Energy Company
2301 Market Street

PO Box 8699

Philadelphia, PA 19101-8692
215 841 5544

Fax 215 568 3388

ial; 215 8414252

2000

N
)

-

RE:  Application of PECO Energy Company to Chapters 11, 1921, 22 and 28
of the Public Utility Code, for Approval of (1) A Plan of Corpgrate
Restructuring, including the creation of a Holding Company and (2) the

Merger of the Newly Formed Holding Company and Unicom Corporation,
Docket No. A-110550F0147

Dear Ms. McCloskey:

Enclosed, please find PECO’s CONFIDENTIAL response téE:OCA&III-S.

Vﬁtruly yours,
Paul R. Boéjyn”@/% /Z[j
Assistant GeneralNounsel

frhs

Enclosure
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CC: James J. McNulty, Secretary (cover letter & certificate of service only)

Certificate of Service

148891



Coertificate of Service
| hereby certity that | have this day served the foregoing document on the following in the matter of PECO Energy
Approval of (1) A Plan of Corporate Restructuring, Including the Creation of a Holding Company and (2) The Merger of the M@

Company and Unicom Corporation.

John Hanger

212 Locust Court, Suite 410

Harrisburg, PA 17101

email: hanger@pennfuture.org

{Counsel for Citizens for Pannsylvania's Future)

Christopher B. Craig

Senate Democratic Appropriations Committea
Room 545, Main Capitol Building

Harrisburg, PA 17120

email; ceraig@dem. pasen.gov

{Counse! for Senator Fumo)

Paul R. Forshay

Gragory K. Lawrance

Sutherland Asbili & Brennan LLP

1275 Pennsylvania Avenue, N.W.

Washington, D.C. 20004-2415

email: glawrence@sablaw.com

(Counsel for Shell Energy Services Company, L.L.C.)

Charis M. Burak

McNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108

email: cburak@mwn.com

{Counsel for Philadelphia Area Industrial Energy Users Group & Counsel
to the Industrial Energy Consumers of Pennsylvania)

Paul E. Russell

PP&L, Inc,

Two Nerth Ninth Street
Allentown, PA 18101
amail: perussell@papl.com
(Counsel for PP&L)

Gerald Gornish

Wholf, Black, Schon and Solis-Cohen LLP
1650 Asch Street - 22" Fi,

Philadelphia, PA. 19103

email: ggornish@wolftlock.com
(Counsel for Enron Energy Servi b@

John Halsted, Esquire
Gawthrop, Greenwood & Halsted
119 North High Street

West Chester, PA 19381

email: gghlaw@gawthrop.com
(Counsel for East Brandywine Township)

Tanya McCloskey/ Irwin A, Popowsky, Esquire

Office of Consumer Advocate

555 Walnut Street

Forum Place, 5™ Floor

Harrisburg, PA 17101

email paoca@pid.net <
(Counsel for Office of Consumer Advocate)

EE@CKETED

MAR 13 2009

151897

Peter Meadows Adels
Charles McPhedran

117 Soulh 17" St., Suite 1801
Philadelphia, PA 19103
email: meadowsadels@pennfuture.org

{Counsel for Citizens for Pennsylvania's Future)

Eric Epstain

4100 Hillsdale Road
Harrisburg, PA 17112
email: eepsiein@igc.apc.org
{Pro Se)

Amy Gold

Shell Energy Services Co., L.L.C.
P.O. Bax 4402

Houston, TX 77210

(Counsel for Shell Energy Services Company, L.L.%i

David M. Kleppinger
MceNees, Wailace & Nurick
100 Pino Street

Harrisburg, PA 17108
email: dkleppin@mwm.com

(Counsel for Philadelphia Area Industrial Energy Users Group
‘& Counsel fo the Industrial Energy Consumers of Pennsylvania)

Donald A. Kaplan
Leanne M. Bober
Preston Gates Ellis & Rouvelas Meeds LLP
Suite 500

1735 New York Ave., NW
VWashington, DC 20006

amail: donk@prestongates.com

(Counsel for PP&L) =
L]

Daniel Clearfield, Esquire P
Kevin Moady, Esquire r
Woll, Block, Schorr and Solis-Cohen LLP "‘j =
1650 Arch Street - 22™ FI. =T
Philadetphia, PA 19103 __{ rr1
email: dclearfield @wolfblock.com -

kmoody@wolfblack.com o
(Counsel for Enron Energy Services, Inc.) o3 C'J
Bernie Ryan A7
Office of Small Business Advocate ra
Suite 1102, Commerce Bldg.
300 North Second Street =

Harrisburg, PA 17101
{Counssl for Small Business Advacate)

Craig A. Doll, Esquire

214 State Street

Hamisburg, PA 17101-1108
email: edoll76342@aol.com
{Counsei for Conectiv Energy}

o
o
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Joseph Otis Minolt, Esquire

135 South 19 Street- Suite 300
Philadelphia ,PA 19103

email: joe_minott@cleanair.org
{Counsel for Clean Air Counsel)

Thomas Schmidt, lll, Esquire/
Brian P. Downey, Esquire
Pepper Hamilton LLP

200 One Keystone Plaza

North Front and Market Streets
Harrisburg, PA 17108

email: downeyb@pepperiaw.com
(Counsel for Amirak)

Kennelh M. Barna, Esquire

Wayne R. Frigard, Esquire

Rubin and Rudman LLP

50 Rowas Wharf

Boston, MA 02110

email: wirigard@rubinrudman.com
(Counsel for Amirak)

Phit Berlocci, Esquire
Community Legal Services, Inc.
1424 Chestnul Strest, 4" FI.
Phitadelphia, PA 19102

email: pbertocci@clsphila.org
(Counsel for CEPA, et al.}

Joe Dworetzky, Esquirefl\"latthg Hamermesh, Esquire

Hangley Aronchick Segal & P!

One Logan Squige - 27" FI.
Philadetphia, 9103
email: jad@ of.cq

mah@hang

{Counsel t:?@#\tla tic Bfwer Supply)
John L. Muffsch A pui

Allegheny Power
800 Cabin Hill Dri
Greenshurg, PA 15601

email: jmunsch@allegheré\ om
dhenry1@alleghenyenergy.com

(Counsal for Allegheny Power)}

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

801 North 7" Strget, 3™ FI.

Harrisburg, PA 17102

email mickens @puc state,pa.us
(Counsel for Office of Trial Staff)

Robert Jaffe, Esqg.

City Hall - Room 588

Philadelphia, PA 19107

amzil: lagranger@acl.com

{counsel ofr Councilamn David Cohen)

Barbara Alexandeér

15 Wedgewood Drive

Winthrop, ME 04364

(Witness for Office of Consumer Advocate)

Standford Levin

Southern lllinois University at Edwardsville

Room 3130, Building Il

Edwardsville, [L 62026

(Witness for Office For Small Business Advocate)

Michael Fiorentino, Esquire

105 North Front Sireet; Suite 106
Harrisburg, PA 17101

email: mfioren@pacnline.com
(Counsel for Clean Air Counsel)

John Will Ongrman

Marc Machlin

Pepper Hamilton LLP

600 Fourtesnth St., NW

Washington, DC 20005

email: ongmanj@pepperiaw.com
machlinm@pepperiaw.com

{Counsel for Amtrak)

Patricia J. Clark, Esquire

Norbert J. Smith, Esquire

Allegheny Enargy Supply Company, LLC

Roseytown

RR 12, Bex 1000

Greansburg, PA 15601

amail: pclark@alleghenyenergy.com
nsmith2@alleghenyenergy.com

(Counsef for Allegheny Energy)

Fatricia McNamara

6048 Qgontz Avenue
Philadelphia, PA 19141
email; cepal1966@acl.com

John Hall, Esquire

Unruk, Turner, Burke & Froes
17 West Gay Street

Waest Chester, PA 19381

email; jhall@utbf.com

(Counsel for Wallace Township)

Greg Pastore

619 Pemberton Street
Philadelphia, PA 18147

email: gregpaslore@yahco.com

Brian Abbanat/Richard LaCapra/Dr. William Shepard

LaCapra Assoc,, Inc.

The Providence Bldg. - Suite 855

333 Washington Sirest

Boston, MA 02108

(Witness for Office of Consumer Advocale)

Brian Kalcic

Excel Consulting

Suite 720-T

225 S, Meramec Ave.

St. Louis, MO 63105

(Witness for Office For Small Business Advocate)

G .W. Herkner, Jr.
New Jersey Transit
1 Pann Center Plaza
Newark, NJ 07105
{Witness for Amtrak)



Karl Pfirrmann

Alleghany Power

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

Lynn.Coles

R.W. Beck, Inc.

500 East 96™ S, - Suite 400
Indianapolis, IN 46240
(Witness for Amirak)

Joe Casey

SEPTA

1234 Market St,, 9% FI,
Philadelphia, PA 18107
(Witness for Amtrak)

Susan Tierney
LEXECON, INC.

One Muffsin Place
Cambridge, MA 02138

Christopher J. Townsend, Esq.

Piper Marbury Rudnick & Wolfe

203 N. LaSalle St, #1500

Chicago, IL 60601

email: chris.lownsend@piperrudnick.com

Daled: March 8, 2000

151897

John Hose

Allegheney Energy Supply

RR12, Box 1000

Greensburg, PA 15601

(Witness for Allegheny Energy Supply)

Amy Linden/Stanley Forcsek
Amtrak

30" st. Station, 4™ F.

South Tower

Philadelphia, PA 19104
(Withess for Amtrak)

Matihew Kahal

Exeter Assoc. Inc.
12510 Prospetity Dr.
Suite 350

Silver Spring, MD 20904
(Witness for Amtrak)

Carvilie B. Collins, Esq.

Piper Marbury Rudnick & Wolfe

5225 Smith Ave

Baltimore, MDr 21208-3600

email; carville.collins@piperrudnick.com

W i 7%

#aul R. Bonney

Assistant General Counsel
PECO Energy Company
2301 Market Street, $23-1
Philadelphia, PA 19103
(215) 841-4252
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James W Durham
Seniof Vice Presicent
ang General Counsel

Edward J. Cullen, Jr
Deputy General Counset

Sandra H. Byrne
tegal Administrater

Paul R. Bonney
Jessica N. Cone
Todd D, Cutler
Susan Sciamanna Foehl
Vilna Waldron Gaston
Gregory Golazeski
John C. Halderman
Conrad O. Kaitner
Keistopher Keys
Kent D, Murphy
Jeffrey J. Norton
Mark 8. Peabody
Roslyn G. Pollack
H. Alfred Rvan
Richard S. Schlegei
Jenny E Shulbank
Ward L. Smith
Detia W, Stroud
Saundra M. Yaklin
Ronald L. Zack
Assistant General Counsel

0 Legal Depariment
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e ee——.,
e ——
[——
——

PECO ENER

PECC Energy Campany
2301 Market Street
P Box 8699

Philadelphia, PA 19101-8699
, 215 841 5544

Fax 215 568 3388

D O Direct Dial: 215 841 4252

Matthew Hamerméspg R
Hangley Aronchick Segal & Pudlin
One Logan Square - 27" Floor

Philadeiphia, PA 19103

March 8, 2000

N

. . O
Application of PECO Energy Company to Chapters 11, 19, 21,&2 and 28

of the Public Utility Code, for Approval of (1) A Plan of Corporet®

Restructuring, including the creation of a Holding Company an@Z) the

Merger of the Newly Formed Holding Company and Unicom Corporation,
Docket No. A-110550F0147

RE:

Dear Mr. Hamermesh:;

Enclosed, please find PECO’s CONFIDENTIAL response to MAPSA-V- 11, 12
13.

i

i}
':'g =
A
Verhtruly yours, :)?f? .
A =
/ﬂ,«_ﬂ en =
RHS 27 o
pesy
Paul R. Bonney S
Assistant General Counsel (o=
irhs
Enclosure
cc:

James J. McNulty, Secretary (cover letter & certificate of service only)
Certificate of Service

149891




Company and Unicom Corporation.

John Hanger

212 Locust Court, Suite 410

Harrisburg, PA 17101

email; hanger@pennfuture.org

(Counsel for Citizens for Pennsylvania's Future)

Christopher B. Craig

Senate Democratic Appropriations Committes
Room 545, Main Capitol Building

Hartisburg, PA 17120

email: ceraig@dem. pasen.gov

(Counsel for Senator Fumo)

Paul R. Forshay

Gregory K. Lawrence

Sutherland Asbill & Brennan LLP

1275 Pennsylvania Avenue, N.W.

Washington, D.C. 20004-2415

email: glawrence@sablaw.com

{Counsel for Shell Energy Services Company, LL.C)

Charis M. Burak

MeMees, Wallace & Nurick

100 Pine Sfreet

Harrisburg, PA 17108

email: cburak@mwn.com .

{Counsel lor Philadelphia Area Industrial Energy Users Group & Counsel
to the Industrial Energy Consumers of Pennsylvania)

Paul E. Russell

PP&L, Inc,

Two North Ninth Street
Allsntown, PA 18101
email: perussell@papl.com
{Counsel for PP&L)

Philadelphia, PA 19103
email: ggornish@wolfblcck
(Counsel for Enron Energy Servic DE

John Halsted, Esquire

Gawthraop, Greenwood & Halsted

119 North High Street

West Chester, PA 19381

email: gghlaw@gawthrop.com
{Counsel for East Brandywine Township)

Gerald Gornish QCQ
Wolf, Block, Schorr and Solis” LP
1650 Arch Street - 22" F, E

Tanya McCloskey/ Irwin A, Popowsky, Esquire
Office of Consumer Advocatle

555 Walnut Street

Forum Place, 5" Floor

Harrisburg, PA 171041

email paoca@pid.net

(Counsel for Office of Consumer Advocate)

151897 MAI? 73 P

Peter Meadows Adels

Charles McPhedran

417 South 17" 1., Suite 1801

Philadelphia, PA 19103

email: meadowsadeis@pennfuture.org
{Counsel for Cilizens for Pennsylvania's Future)

Eric Epstein

4100 Hillsdale Road
Harrisburg, PA 17112
email: eepstein@igc.apc.org
(Pro Se)

Amy Gold

Shell Energy Services Co., L.L.C.

P.O. Box 4402

Houston, TX 77210

(Counsel for Shall Energy Services Company, L.L.C)

David M. Kleppinger
McNees, Wallace 8 Nurick
100 Pine Strest

Harrisburg, PA 17108
email: dkleppin@mwm.com
{Counsel for Philadelphia Area Industrial Energy Users Group
& Counsel to the Industrial Energy Consumers of Pennsylvania)

16002

Donald A, Kaplan

l.eanne M. Bober

Preston Gates Ellis & Rouvelas Meeds LLP
Suite 500

1735 New York Ave., NW

Washington, DC 20006

email: donk@prestongates.com

2]
(Counsel for PP&L) = g
Daniel Clearfield, Esquire ‘:_.J.’ —
Kavin Moody, Esquire I""_:l T
Woll, Block, Schorr and Solis-Cohen LLP  —4 210 o
1650 Arch Street - 22™ FI. Pk A T
Phifadelphia, PA 19103 A0 s
email: delearfield@wolfblock.com -l

kmoody@wollblock.com o L e )

{Counssl for Enron Energy Services, Inc.) -0 i =l

ke
Bernie Ryan % *
Office of Small Business Advocate [} [ )
Suite 1102, Commerce Bidg. T (Un]
300 North Second Street =

Harrisburg, PA 17101
(Counsel for Small Business Advocate)

Craig A, Doll, Esquire

214 State Strest

Harrisburg, PA 17101-1108
amail: cdoll76342@aol.com
(Counsel for Conecliv Energy)

Uy 4
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Joseph Otis Minott, Esquire

135 South 19" Streat- Suite 300
Philadelphia ,PA 19103

email; joe_minott@cleansair.org
(Counse! for Clean Air Counsel)

Thomas Schmidt, lll, Esquire/
Brian P. Downey, Esquire
Papper Hamillon LLP

200 One Keystone Plaza

North Front and Market Streets
Harrisburg, PA 17108

email: downeyb@pepperlaw.com
{Counsel for Amirak}

Kenneth M. Barna, Esquire

Wayne R. Frigard, Esquire

Rubin and Rudman LLP

50 Rowes Wharf

Boston, MA 02110

email: wirigard@rubinrudman.com
(Counsel for Amtrak)

Phil Bertocedi, Esquire
Community Legal Services, Inc.
1424 Chestnut Street, 4™ FI,
Philadalphia, PA 19102

email: pbertocci@clsphila.org
(Counsel for CEPA, et al.)

Joe Dworetzky, Esquire/Matihew Hamermesh, Esquire

Hangley Aronchick Segal & Pudlin

One Logan Squire - 27" FL.

Philadelphia, PA 19103

email: jad@hangley.com
mah@hangley.com

(Counsel for Mid-Atlantic Power Supply)

John L. Munsch, Esquire

Deborah J. Henry, Esquire

Allegheny Power

800 Cabin Hill Drive

Greensburg, PA 15601-1689

email: jmunsch@alleghenyenergy.com
dhenryl@alleghenyenergy,com

(Counsel for Allegheny Power)

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

901 North 7" Street, 3™ FI.

Harrisburg, PA 17102

email mickens@puc.state.pa.us
{Counsel for Office of Trial Staff)

Robert Jaffe, Esq.

City Hall - Room 588

Philadelphia, PA 19107

email: lagranger@aol.com

{counsel ofr Councilamn David Cohen)

Barbara Alexander

15 Wedgewood Drive

Winthrop, ME 04364

(Witness for Office of Consumer Advocate)

Standford Levin

Southern Minois University at Edwardsviile

Room 3130, Building Il

Edwardsville, IL 62026

(Witness for Office For Small Business Advocate)

Michael Fiorentine, Esquire

105 North Front Street; Suite 106
Harrisburg, PA 17101

email: mfioren@paontine.com
{Counsel for Clean Air Counsel)

John Wilt Ongman

Marc Machlin

Pepper Hamilton LLP

600 Fourteenth St., NW

Washington, DC 20005

email: ongmanj@pepperlaw.com
machlinm@pepperiaw.com

{Counsel for Amtrak)

Patricia J. Clark, Esquire

Norbert J. Smith, Esquire

Allegheny Energy Supply Company, LLC

Roseytown

RR 12, Box 1000

Greensburg, PA 15601

email; pclark{@®alleghenyenergy.com
nsmith2@alleghenyanargy.com

{Counsael for Allegheny Energy)

Patricia McNamara

6048 Ogontz Avenue
Philadelphia, PA 19141
email; cepal966@aol.com

John Hall, Esquire

Unruh, Turner, Burke & Frees
17 West Gay Street

West Chester, PA 19381

email: jhall@utbf.com

{Counsel for Wallace Township)

Greg Pastore

619 Pemberton Street
Philadelphia, PA 19147

email: gregpastore@yahco.com

Brian Abbanat/Richard LaCapra/Dr, William Shepard

LaCapra Assot., Inc.

The Providence Bldg. - Suite 855

333 Washington Street

Boston, MA 02108

{Witness for Office of Consumer Advocate)

Brian Kalcic

Excel Consulting

Suite 720-T

225 8. Meramec Ave.

St. Louis, MO 63105

{Witness for Office For Small Business Advocate)

SMW, Herkner, Jr.
New Jersey Transit
1 Penn Center Plaza
Newark, NJ 07105
(Wilness for Amtrak)
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Karl Pfirrmann

Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601
{Witness for Allegheny Power)

Lynn Coles

R.W. Beck, Inc.

500 East 86” St. - Suita 400
Indianapolis, IN 46240
(Wilness for Amtrak}

Joe Casey

SEPTA

1234 Markel St., 8™ FI.
Philadelphia, PA 19107
(Witness for Amirak)

Susan Tierney
LEXECON, INC.

One Muffsin Place
Cambridge, MA 02138

Christopher J. Townsend, Esq.

Piper Marbury Rudnick & Wolfe

203 N. LaSalle St, #1500

Chicago, IL 60601

email: chris.townsend @piperrudnick.com

Dated: March 8, 2000

151897

John Hese

Allegheney Energy Supply

RR12, Box 1000

Greensburg, PA 15601

(Witness for Allegheny Energy Supply)

Amy Linden/Stanley Forcsek
Amirak

30™ st. Station, 4™ ).

South Towsr

Philadelphia, PA 19104
(Witness for Amtrak)

Matthew Kahal

Exster Assoc, Inc.
12510 Prosperity Dr.
Suite 350

Silver Spring, MD 20904
(Witness for Amirak)

Carville B. Collins, Esq.

Piper Marbury Rudnick & Waolfe

6225 Smith Ave

Baltimore, MD 21209-3600

email: carville.collins@piperrudnick.com

AL JRiS

Padl R. Bonney

Assislant General Counsel
PECO Energy Company
2301 Market Streat, 523-1
Philadelphia, PA 19103
(215) 841-4252
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James \W. Durham
Senigr Vice Presicent
and General Counsei

Edward J. Cullen, Jr.
Deputy General Counsat

Sandra H. Byrne
Legal Aorministrator

Paul B, Bonney
Jessica N. Cone
Todd D. Cutler
Susan Sciamanna Foent
Vilna Waldron Gaston
Gregory Golazeski
John €. Halderman
Caonrad Q. Kattner
Kristopher Keys
Kent D. Murphy
Jefisey X Moron
Mark B. Peabody
Roslyn G. Poliack
H. Alfred Ryan
Richard 5, Schlege!
Jenny P. Shulbank
Wartd L. Smith
Delia W. Stroud
Saundra M. Yaklin
Ronald L. Zack
Assistant General Counset

——
———

————

e ———...

e —————

———
P ——

p———
=

PECO ENERGY

Tanya McCloskey

Office of Consumer Advocate
555 Walnut Street

5" Floor, Forum Place
Harrisburg, PA 17101-1923

RE:

Legal Department

PECO Energy Company
2301 Market Sireel

PQO Box 8699

Philadelphia, PA 19101-8699
215 841 5544

Fax 2156 568 3389

Direct Dial: 215 841 4252

March 9, 2000

002

O
Application of PECO Energy Company to Chapters 11, 19, 2322 and 28

of the Public Utility Code, for Approval of (1) A Plan of Corpokéte
Restructuring, including the creation of a Holding Company and (2} the
Merger of the Newly Formed Holding Company and Unicom Corporation,

Docket No. A-110550F0147

Dear Ms. McCloskey:

3
Enclosed, please find PECO's supplemental response to OCAZIH1 1.

Very truly yours,

il L

Paul R. Bonney
Assistant Gener ounsel

Irhs
Enclosure

cC:
Certificate of Service
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James J. McNulty, Secretary (cover letter & certificate of service only)



Certificate of Service

| hereby certify that | have this day served the foregoing document on the following in the matter of PECO Energy Company's Application For
Approval of (1} A Plan of Corporate Restructuring, Ineluding the Creation of a Molding Company and (2) The Merger of the Newly Formed Holding

Company and Unicom Corporation.

John Hanger

212 Locust Court, Suite 410

Harrisburg, PA 17101

email: hanger@pennfuture.org

(Counset for Citizens for Pennsylvania’s Future)

Christopher B. Craig

Senate Democratic Appropriations Commitiee
Room 545, Main Capitol Building

Harrisburg, PA 17120

email: ccraig@dem.pasen.gov

{Counsel for Senator Fumo)

Paul R. Forshay

Gregory K. Lawrence

Sutherland Asbill & Brennan LLP

1275 Pennsylvania Avenue, NW.

Washington, D.C. 20004-2415

email: glawrence @sablaw.com

(Counsel for Shell Energy Services Company, L.L.C))

Charis M. Burak

McNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108

email: cburak@mwn.com

(Counsel for Philadelphia Area Industrial Energy Users Group & Counsel
1o the Industrial Energy Consumers of Pennsylvania)

Paul E. Russell

PP&L, Inc.

Two North Ninth Street
Allentown, PA 18101
email;. perussell@papl.com
(Counsel for PP&L)

Gerald Gornish

Walf, Block, Schorr and Solis-Cohen LLP
1650 Arch Street - 22" FI.

Philadelphia, PA 19103

email: ggornish@wolfblock.com
{Counsel for Enron Energy Senvices, Inc.)

John Halsted, Esquire

Gawthrop, Greenwood & Halsted

118 North High Street

West Chester, PA 19381

email: gghlaw@gawthrop.com
(Counsel for East Brandywine Township)

Tanya McCloskey/ lrwin A, Popowsky, Esquire
Office of Cansumer Advocate

555 Walnut Streel

Forum Place, 5™ Floor

Harrisburg, PA 17101

email pacca@ptd.net

(Counsel for Office of Consumer Advocate)

151897

Peter Meadows Adels

Charles McPhedran

117 South 17 St., Suite 1801
Philadelphia, PA 19103

email: meadowsadels@pennfuture.org

(Counssl for Citizens for Pennsylvania’s Fulure)

Eric Epstein

4100 Hillsdale Road
Harrisburg, PA 17112

email: eepstein@igce.apc.org
(Pro Se)

Amy Gold

Shell Energy Services Co,, L.L.C.
P.C. Box 4407

Houslon, TX 77210

(Counsel for Shell Energy Services Company, L.L.C)

David M. Kleppinger
McNees, Wallace & Nurick
100 Pine Street

Harrisburg, PA 17108
email: dkleppin@mwm.com

{Counsel for Philadelphia Area Industrial Energy Users

6002

—_
rbdo

& Counsel to the industrial Energy Consumers of Pennsylvania)

Donald A. Kaplan
Leanne M. Bober

Preston Gates Ellis & Rouvelas Meeds LLP

Suite 500

1735 New York Ava., NW
Washington, DC 20006

email: donk@prestongales.com
(Counsel for PP&L)

Daniel Clearfield, Esquire

Kevin Moody, Esquire

Wolf, Block, Schorr and Solis-Cohen LLP

1650 Arch Strest - 22™ FI,

Philadelphia, PA 18103

email: delearfisld@walfblock.com
kmoody@wolfblock.com

{Counsel for Enron Energy Services, Inc.)

Bernie Ryan

Office of Small Business Advocate
Suite 1102, Commerce Bldg.

309 North Second Street

Harrisburg, PA 17101

(Counsel for Small Business Advocate)

Craig A. Doll, Esquire

214 State Street

Harrisburg, PA 17101-1108
email: cdoll76342@acl.com
{Counsel for Conectiv Energy)
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Joseph Otis Minott, Esquire

135 South 19" Street- Suite 300
Philadelphia ,PA 19103

email: joe_minott@cleanair.org
(Counsel for Clean Air Counsel)

Thomas Schmidi, lll, Esquire/
Brian P. Downey, Esquire
Pepper Hamilton LLP

200 Cnea Keystone Plaza

North Front and Market Streets
Harrisburg, PA 17108

email: downeyb@pepperlaw.com
(Counsel for Amtrak)

Kenneth M. Barna, Esquire

Wayne R, Frigard, Esquire

Rubin and Rudman LLP

50 Rowes Whar

Boston, MA 02110

email; wirigard@rubinrudman,.com
(Counsel for Amtrak)

Phil Berlocei, Esquire
Community Legal Services, Inc.
1424 Chestnut Street, 4" FI.
Philadelphia, PA 19102.
email: pbertocci@clsphila.org
(Counsael for CEPA, et al.)

Joe Dworetzky, Esquire/Matthew Hamermesh, Esquire

Hangley Aronchick Segmal & Pudlin

One Logan Squire - 277 FI.

Philadelphia, PA 18103

email: jad@hangley.com
mah@hangley.com

(Counsel for Mid-Atlantic Power Supply)

John L. Munsch, Esquire

Deborah J. Henry, Esquire

Allegheny Power

800 Cabin Hill Drive

Greensburg, PA 15601-1689

email: jmunsch@alleghenyenergy.com
dhenry1@alleghenyenergy.com

{Counsel far Allegheny Power)

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

801 North 7% Street, 3™ FI,

Harrisburg, PA 17102

email mickens@puc.state.pa.us
{Counsel for Office of Trial Staff)

Robert Jaffe, Esq.

City Hall - Room 588

Philadelphia, PA 19107

email: lagranger@aol.comn

(counset ofr Councilamn David Cohen)

Barbara Alexander

15 Wedgewaod Drive

Winthrop, ME 04364

{Witness for Office of Consumer Advocale)

Standford Levin

Southern llinois University at Edwardsville

Room 3130, Building lll

Edwardsville, IL 62026

(Witness for Office For Small Business Advocale)

Michael Fiorentino, Esquire

105 North Front Street; Suite 108
Harrisburg, PA 17101

email: mfioren@pacnline.com
(Counsal for Clean Air Counsel)

John Will Ongman

Marc Machlin

Pepper Hamilton LLP

600 Fourteenth St., NW

Washington, DC 20005

email: ongmanj@pepperlaw.com
machlinm@pepperlaw.com

{Counsel for Amirak}

Patricia J. Clark, Esquire

Norbert J. Smith, Esquire

Allegheny Energy Supply Company, LLC

Roseytown

RR 12, Box 1000

Graensburg, PA 15601

email: pelark@alleghenyenergy.com
nsmith2@alleghenyenergy.com

(Counsel for Allegheny Energy)

Patricia McNamara

6048 Ogontz Avenue
Philadelphia, PA 19141
email: cepal966@aol.com

John Hall, Esquire

Unruh, Turner, Burke & Frees
17 Waest Gay Street

West Chester, PA 19381

email; jhall@uthi.com

{Counsel for Wallace Township)

Greg Pastore

619 Pemberton Straet
Philadelphia, PA 18147

email: gregpastore@yahoo.com

Brian Abbanat/Richard LaCapra/Dr. William Shepard

LaCapra Assoc., Inc,

The Providence Bldg. - Suite 855

333 Washington Street

Boston, MA 02108

(Witness for Office of Consurner Advocate)

Brian Kalcic

Excel Consulting

Suite 720-T

225 8. Meramec Ave.

St. Louis, MO 63105

(Witness for Office For Small Business Advocate)

G.W. Herkner, Jr.
New Jersey Transit
1 Penn Center Flaza
Newark, NJ 07105
(Witness for Amtrak)



Karl Plirrmann

Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601
{Wilness for Allegheny Power)

Lynn Coles

R.W. Beck, Inc-

500 East 96" St. - Suite 400
indianapalis, IN 46240
{(Wilness for Amtrak)

Joe Casey

SEPTA

1234 Market St., §” F,
Philadelphia, PA 19107
(Witness for Amtrak)

Susan Tierney
LEXECON, INC.

One Muffsin Piace
Carnbridge, MA 02138

Christopher J. Townsend, Esq.

Piper Marbury Rudnick & Wolfe

203 N. LaSalle Si, #1500

Chicago, IL 60801

email: chris.townsend@piperrudnick.com

Dated: March 9, 2000

151897

John Hose

Allegheney Energy Supply

RR12, Box 1000

Greensburg, PA 15601

(Witness for Allegheny Energy Supply)

Amy Linden/Stanley Forcsek
Amtrak

30" St. Station, 4" F.

South Tower

Phitadelphia, PA 15104
(Witness for Amirak)

Maithew Kahal

Exeter Assoc. Inc.

12510 Prosperity Dr.
Suite 350

Silver Spring, MD 20904
{Witness for Amitrak)

Carville B. Collins, Esq.

Piper Marbury Rudnick & Wolfe

6225 Smith Ave

Ballimore, MD 21208-3600

email: canville.collins@piperrudnick,com

aul R. Bonney
Assistant General Counsel
PECCQ Energy Company
2301 Market Street, 523-1
Philadelphia, PA 19103
(215) 841-4252
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Executive Summary

Summary data of gas uulity financial profiles and performance appear in this
Energy Analysis. The intent is to provide industry participants and observers
with relative measures of financial returns and operational efficiencies of
natural gas distnibutors, For this study, the American Gas Association (A.G.A.)
collected data from its member companies. The data source for these
benchmarking metrics is the Uniform Staustical Report (USR). which is
administered annualiv by A.G.A. on behalf of its member companies.

For studv purposes, the gas utility industrv is segmented into distinct groups:
investor-owned gas-only utilities, investor-owned combination gas and
electric utilities. and municipailv-owned gas utilities. Summarv results are

segmented 1n this sample accordingly. Comprehensive detaiis are provided in
the appendices.

From 1995 through 1997, gas utilities were challenged bv 2 number of factors
bevond their control.

* Total therms delivered fell 13 percent over the three vears. due to
customer conservation (therms per account fell 3 percent) and due to
warmer than normal weather for two of the three vears.

+ Gas purchase expenses increased 32 percent from the 1995 average due
to a similar rise in wellhead prices during those three vears.

10:1271999 4.3



G.uuues increased their operatcnal er'ﬁc.’cxes 1o compensate ror these
factors. ~~nich helped 1o mimimize (neir 1MPact on CUSIOmErs and Investors.

+ Despiie dechining sales. non-¢as operaung and maintenance costs
increased iess than two percent from 1593 1o 1997 on a per therm basis.
+ Customer.emplovee ratio improved seven percent from 1995,

* Return on assets staved rougnly the same. 6.6 percent in 1297 compared
:0 6.7 percentin 1995,

The foilowing summarizes the characteristics that distinguish each industry
segment from the others based on the 73 companies in the sample. Each

comment includes reference to the figures and data tabies that follow in the
text.

return 1o op
Gas-Only Utilities

Have the largest revenue when measured etther in absolute values. or
per therm delivered (Table 2).

Posted the fastest revenue growth in both 1996 and 1997 (Table 2).
Have the highest gross margins per therm of the sectors studied {Table
2}

Achieved a ROA of 6.8 percent in all three vears studied (Table 6).
Have decreased their long-term debt as a percent of totai capitalization
from 47.2 percent in 1995 to 44.7 percent in 1997 (Table 3).

return 10 top
Combination Gas & Electric Utilities

+ Have the lowest O&M cost per therm delivered of all of the sectors
studied (Table 3).

¢ Achieved a ROA of 6.8 percent in 1995, which fell slightlv to 6.5
percent Ini997 (Table 6).

« Have increased their debt financing to 48.5 percent of total
capitalizanion in1997. up from 44.5 percent in 19935 (Table 3}.

return to top
Municipal Gas Utilities

* Have decreased their iong-term debt financing to 48.6 percent of totai
capitalization in 1997 down from 36.1 percent in 1995 {Table 3).

* Achieved a ROA of 4.7 percent in 1995, which has increased to 6.4
percent in 1997 (Table 6).

refum W Lo
Background

THE NATURAL GAS DISTRIBUTION INDISTRY. Approximately 1,700
utilities distribute natural yas to end-use consumers in the U.S. As of 1999.
about 200 North American distribution, transmission. uathering, and

) marketing companies are members of the American Gas Association, For this

Zutl8 10/12/1999 9:2
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:t@sas. atotal ar 73 companies ere stumgor 1397 82 firms were
imcluded in the 1296 sampie and the 199 :ample comprised 38 firms. They
are located across ihe continental L'.S.. ana each companv has a unique
combination of scale. ioad profile. and climatic aurniputes. [n aggregate. the
firms inciudea in this studv accounted for 34 percent of natural gas consumed
in 1997, 43 percent of 1996 consumption and 48 percent of 1995 use. Given

this sample size. anv inrerences ahout the sample’s depiction of the enrire
indusiry are aceordingly limited.

Maost of A.G.A's member companies are gas only investor owned utilities. as
are the majoritv of the companies in this analvsis. These companies earn
returns that accrue to their investors. State-level public utility commissions
regulate much of their operations. finance. and capual investment activities.

Combination utilities have the franchise rights to transport and/or sell both gas
and electric power commodities. These are also investor-owned firms with
financial obligations to shareholders. Like the gas-only investor-owned firms.
these companies are subject to various state and federal regulations.

Municipal utilities are pubiiclv owned bv the citizens of the junisdictions that
the unlities serve. Local governments enjov tax-free bond-issuing capabilities,
usuailv at interest rates lower than can be obtained by investor-owned utilities.
Ultimately, such debt 1s usually collateraiized by these utilities' abilities to
secure tax revenue to back up debt commitments. What an investor-owned
utility would pay out in dividends accrues instead to the municipal company's
citizen-shareholders that are rewarded with lower rates for gas purchases.

Municipal utility regulation is performed primarily by local governments as
opposed to state-level commuissions.

DESCRIPTION OF DATA SOURCES. Financial data about A.G.A. member
companies are drawn trom the Uniform Statistical Report (USR). Member
company staff prepare these standardized forms annually for collection by

A G A but compantes mayv choose to withhold anv or all of the requested
data. Some of the USR repeats the information tfound in audited end-of-vear
financial statements. but the USR requests additional information. such as
heating degree-dayv proiiles. miles of pipe in service. type of sales by customer
class. number of customers served. and various empioyvment profile staustics,

DATA LIMITATIONS. Since the data used for this analysis are annual figures
only, a few inferential limitations should be noted. First, a single year's data for
gas distribution operations are influenced by weather patterns for that year. For
the U.S. asa whole. 1997 was 1.5 percent warmer than normal, 1996 was three
percent colder than usual, while 1995 was 1.5 percent warmer than normal.
The deviauon between actual HDDs vs. historic normals wili vary by location,
but this national statistic suggests, on average, that siightly more gas volumes
were sold during [996. while one would expect siightlv lower gas sales during
1995 and 1997. This 1n turn suggests thart utility benchmarks may slightly

overstate or understate overall uttlitv financial performance or efficiency of
Operatons.

Another limitation 15 that the ability'to perform trend analvsis s somewhat

1071271999 9:2



ilm!l, While three vears worn or data are pgemeci here. companson or
actual - alues 1otal rev enues [or examplet itom vear 10 vear can be distorted by
changes in sampie s1ze. Also. ~ariances 1n weather can atTect these rends.
Finallv the data set 15 iimited 1o three vears and this iimus the abilin o
compare lonyer term trends.

Sampie stze must also be considered as a potential imitation. The industry
segment sample sizes used in this study are not consistentiv proportional to
their respective popuiations. Additionallv. the sample sizetmeasured both in
number or compames. and more importantly as percentage of towal gas
deliverieschas declined over time. This makes annual comparisons of absolute
values. such as total number of therms sold. meaningless. However. the

purpose of ratio analvsis is 10 remedy this problem and facilitates annual
COmMparisons.

One final consideration that must be addressed 1s the increased importance of
transportation services to gas utilities. [n 1997, transportation customers
represented less than one percent of total customers, yet these customers
accounted for over 40 percent of total gas delivered. Figure | illustrates the
increased role of natural gas transporiation.

FIGURE 1

Transportalion Yolume as Percent ot Total Voluma Deliverad by Company
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Benchmarking Metrics

Benchmarking metrics created for-this study take several forms. Tvpical
accounting rattos based on income statements and balance sheets serve as
financial performance indicators. Tinancial statements are also recast in

) “same-size" formats. which present line items in percentage terms. Other

Ll 1% 1071201999 9:28
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begmrks descrice numbers or empio_vees.’%ers. and voiumes or gas
througnput. All dza are summarized so that no individual company statistics
are reveaied. Addinonally, summaries are crezied which divide the indusiry
nto vpe-of-company segments. These include gas utlities. combination uas
& electric utilivies. and municipaliv owned gas utiiities. Appendix 2 is a seres
of chans that dispiav the range of observations for seiected benchmarking

metrics. Appendix 8 shows the list of companies that were included in this
analvsis.

Fility Uperating Profiles - Absolute Values (Section [V-4 and
Appendix a;. System profiles are summarized here by tvpe of company.
This data includes information on gas volumes delivered as well as the
number of customers by class.

Financial Statements - Absolute Vaiues (Section [V-B and Appendix
3b). Income statement and balance sheet data are summartzed here by

tvpe of company. Income statement amounts are expressed in absolute

dollars in Appendix 3b. Note that these items represent gas operations
only.

Financial Statements - Same-Size Analysis (Appendix 3¢). The financial
statement data shown in absolute vaiues are re-cast in percentage terms
for a same-size analysis (See Appendix 3¢). Income statement line items
are In percentages relative 10 operating revenue while balance sheet
items are expressed as a percentage of total assets. This shows the
disposition of a firm's revenue and composition of its asset base without
respect to the size of an individual firm.

Financial Statements - Per Cost Driver (Section [V-B and Appendix
3d). Income statements are shown in Appendix 3d in several formats:
per therm delivered. per customer served. per dollar value of gas plant in
service, and per mile of main and service pipe in operation.

Financial Ratios (Section [V-D and Appendix 3e). These are
conventional financial analysis tools. and they compare a company's
financiai status to other firms or tvpes of firms. Ratios are caiculated
from group totals or weighted averages (explanations are provided in the
(Hossarv, Appendix |},

(&M Derail Analvsis (Secrion IV-( and Appendix 4). These cost
elements represent major gas delivery acuvities, staruing with purchase
or production and continuing sequentially through (for example)
transmission. distribution. customer service. sales activities. and
administrative and general (A&G) accounting. These results are also
arraved by type of company. Benchmarks for these data are created by
expressing each line item on a basis of annual costs per therm delivered.
See Table 3 for more detail.

Debt Analysis - Ratios (Section [V-E), Data is presented to highlight
various measures of debt. These include debt as a percent of
capitalization and interest coverage ratios. The data in this section
necessarily include both gas and electric and electric operations.

Wages and benetits: Ratios and Same-Size Analyvsis (Section [V-G and
Appendix 3). Data about utility emplovment and benetits profiles are
included. These measures are intended 10 1llustrate the norms for
statfing levels and expenses as they vary by tvpe of firm. Appendix 3
shows these resuits in detail. Benchmark measures include:

1071271999 9:2%



- Toial compensanon as a percentage or total Q&M costs

- &M wayes per empioves tempiovees on pavroil at vear's end)
- Total benerits and pensions per empiovee

- Ratio or total benerits to total compensation

- Annuai therm throughput per employee

- Average annual customers served per emplovee

» Profiabiiity (Secuon [V-F and Appendix 6). Profitability is expressed
here in terms of return on assets as weil as return on common equity.
Since ROA measures the returns attributable 10 operations (prior to
finance costs). ROA in used to describe the relative economic efficiency
of naturai gas distribution by industrv segment. This section will
examine selected cost drivers-- numbers of therms sold, of customers
served. dollars of gas piant utilized. and miles of pipe in service-- to
evaluate each in terms of its impact on ROA. Additionally, return on
equity indicates the rate of return that a firm eams on its equity base.
This section witl present ROE for each of the various segments, as well
as decompose this measure 10 gain a better understanding as to what 1s
driving changes in ROE. See Table 6 for more detaii.

return o [0[!
Benchmark Discussion

OVERVIEW

Benchmark summaries are presented here n order of accounting process:
revenues are discussed first, followed by O&M costs. operating income, debt
management. capitalized income values. and profitability. Finaily, wage and
benefit profiles are discussed. Table | summarizes the scope and scale of the
companies studied. [t i1s important to emphasize that the following data are
meant to illustrate the tvpical company studied in this sample and absolute

values should not be exirapolated to the industrv as whole. This 15 especially
true of the average number of customers.
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While Table | cn implies a decline in customers for gas uulities from 1993 o
1997 in fact the actual number of customers has grown over this period. The
decline refiects a change in sample composition. not a decline in the number
of customers served by gas utilities. When comparing year to vear changes for
companies that have reported in all three vears. we find that the average
number of gas utility customers served grew 1.3 percent in 1997 and 0.6
percent in 1996. During the same time period. combination utiiity customers
grew by 2.0 percentand | .8 percent during 1997 and 1996 respecuvely. Figure

2 shows the average number of natural gas customers by company for those
that reported tn all of the three vears studied.

The typical gas utility has historically delivered a higher average annual
volume of therms in overall magnitude. However. during 1997 combination
utihties were the segment that posted the largest annual voiumes. This can
partially be attributed to the decrease in the number of natural gas customers.
Another characteristic of the combination firm is that thev feature the highest

average svstem densities in the industrv sample. This rerlects the largely
urban. operating environment typical of this segment.
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FIGURE 2

Natural Gas Customoers iConstant Sampie - Al Firmas}
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Municipai utilities tend to deliver smaller annual volumes of gas overall.
compared to the rest of the industrv sample. However. in terms of throughput
per dollar of gas plant. municipal utiities delivered the largest volumes in
1997. It 13 worth noting that the average value of gas plant reponed by

municipal utilities is less than a quarter of that reported by either of the other
segments. rewm (o lop

REVENUE PERFORMANCE

Figure 3 shows the allocation of average revenue for the three years studied.
Table 2 summanzes average mdustry revenue perforrnance by segment.

UTIL!TY RE"ENUE FERFORMA
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P
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1995 1998 1997
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Gas wWitles
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The gas utility segment experienced the highest average revenue capture of all
industry segments in all three vears studied. whether viewed in absoiute
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dogs or dollars per customer. ¢r on a per therm basis. While both gas and
combination utihities experienced rapid revenue growth {on a per therm basis)
in 1994-21 percentand | I percent respectuveiv-during 1997 vas utilities
increased revenues | S percent. whiie combination companies posted an
additional seven percent revenue urowth.

FIGURE 2

DISPOSITION OF REVENUES
All tigjes (Throo Yoor Averegl}
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Gas revenues accruing o the average combination utility are less than those
collected by the average gas utility. Combination utilities' average annual
therm loads per account were smaller in both 1995 and 1996, although 1n
1997 this trend reversed. with combination utilities posting the largest
volumes of the sectors studied (see Table 1). Combination utiiities feature

significantly shorter bill collection periods. compared to the other tndustry
segments.

Municipal utilities collect far less revenue on average, compared to the rest of
the sample. This 1s largeiy due to the fact that the typical municipal utility
serves fewer customers. compared to the other industry segments. They also
feature low per-therm receipts. This in part reflects the public purpose and
ownership of municipal utilities; without shareholders to repay. revenues are
reduced accordingly. Also. to a lesser extent. the iow average price per therm
may retlect the municipai utilities' high voiume of interruptible sales 1o
institutional. industrial, and power generation customers who make up a
sizable praportian of the municipals' total throughput.

relum Lo ap

O&M ANALYSIS

Operations and maintenance (O&M) expenses are those costs specificaily
attributable to current-vear gas distribution activity. These are cost items that
are incurred within an annual time period (as opposed to costs amortized over
a period of vears as is the case with finance costs and depreciation). A
presentation of O&M costs on a per-therm basis will facilitate a comparison of
cost efficiencies attained by the various industry segments. Table 3 shows

average O&M expense detail for the vears studied for the combination and gas
utility segments. -

All of the segments studied have experienced increased O&M costs per therm
tfrom 1993 to 1997 This is largelv.atributable to an increase in purchased gas

o1 10/12:1999 9°2



. :xpgse in 1004 ineaveraue weilhead pnce.wamrai 25 {0 r0se neariy 40
percent rom the iv@S levei 1o 52,13 per Mer. ind an acditionai seven-

percent in 1997 10 32.3Z2. This 1s retlected in the purcnased yas expense in the
tollowing able.

Gas utiiities have maintained slightly higher ¢ross sales margins compared to
the combinanon uniities. [n 1997, the per therm margin was $ 0.2336 for gas
utilities. compared to $0.1977 for combination utilities. However. gas utilities
exhibited higher O&M costs per therm of throughput in 1997 when compared
to combinatian companies. Gas utilities experienced a lower average
purchased gas expense in both 1995 and 1996. However. with the average cost
of purchasing gas rising nearly 21 percent during 1997. gas utihities posted a
higher purchased gas expense than combination firms.
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The combination utilities have a lower average gross sales margin per therm
compared to gas oniy utilities. This can be attributed to both a higher costs of
gas as well as slow revenue growth. Despite the increase in gas costs, this
segment was able to reduce total O&M costs in every other line item in

| 997-with the excepuion of customer service and information. When compared
to gas only firms. combination utilities may enjoy cost advantages in those
activities that retlect economies of scope. 1.e.. the functions that can be shared
across gas and electric divisions.- Those nclude customer account functions.
customer service and information activities. sales activity. and A& G expenses.
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INCOME ANALYSIS

Operating income. by accounting definition. represents revenues net of
operations expenses. Operatng income does not net out capital cost- related
expenses such as interest and amortization, A summary of operating income,
then. allows a comparison of efficiency strictly in gas distribution. Figure 4
shows the dispersion of individual companies’ operating income per-therm.
Table 4 shows average operating income results by type of firm.

The gas utility segment produces the highest average magnitude of operating
income in the industry sample. Operating income for these firms is typically
about 10 percent of revenue. Despite increasing revenue. gas utiiities
experienced a deciine in net income during 1997. This is primarily due to
increased O&M costs as well as an increase in taxes paid. Histortcaily, this
segment's gas plant 1s the most economicailv productive. in that the ratio of
operating income to vaiue of plant in service is the highest in the sample.
However, the decline in net income during 1997 has led 10 a decline in this

ratio. with combination utilities on average increasing their gas plant
productivity.

Combination utilities generate less income from gas operations. on average,
when compared to gas-only utilities. Combination utilities exhibited the
lowest ratio of operating income to gas plant.

cul 18 1071241999 9:28



GAS UTILITIES
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DEBT ANALVYSIS

Debt instruments and their management are prominent items on the utilities’
financial agendas. Debt has traditionallv represented a large share of utility
capitalization, This is due to the historicailv reguiated environment in which
unlities have operated. The presence of regulatory oversight. from an
investor's perspective. suggests less risk. more stable cash flow, and generailv
better debt ratings and interest coverage rrom cash flow. Historically, this
made the utility industries attractive 1o bond investors. As for utilities, the
containment of interest and other debt-related carrving costs can have a
decisive impact on the overall profitability of operations.

The total cost of capital for a utility reflects the cost of both debt and equity

financing. Table 5 shows summarv descriptors of capital costs for utilities by
industry segment.

Gas utidities
Totsl LT Oebt to Total Asgels LY WA% Tor U
LT Dett fo Torat Capitalization 2% 46.2% Taar T
EBITOA Interest Covarage TE&x 0 T B& T 7
Total LT Dett:to Titarfgsets Co1m3% 18.3% 30.3%
LT Dett 1o Totai-Capitaizatinn L s44% 44.3% 435%

1 EBITDA Interest Coverage . B 5x R TTTamx

Jouoe ALG AL_USR,
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(ras and combination utilities typically have access to commercial debt
markets. Costs of long-term debt for any for-profit utilitv are driven by the
company's bond ratings. These. in rurn. are a function of debt market rating

) criterta-- Wall Street's measure of operating, financial. market. and competitive
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Note again that the discussion or compination utiity debt and capuai structure
cannot be limited 10 ¢as operations. Thererore. this porion o7 the analysis
necessarily considers combined-commeodity financial perrormance, The
combination uulities feature a diversitv of commodity sales and stabiiized

electric base-ioad operations auributable 1o base-load (1.e.. not weather-driven)
sales.

return L wep

PROFITABILITY ANALYSIS

For this studv. profitability is expressed in terms of return on assets (ROA),
which relates net income 10 the vaiue of the asset base that generated that
income. Stated differently. ROA measures how well a company's assets "work"
to generate income from operations. As such. ROA 1s convenient for
comparing the operating results across companies within an industry.

Figure 6 shows the dispersion of individual company ROA resuits. Average
ROA figures bv industrv segment in 1997 were as follows: 6 8% for gas
utilities. 6.5% for combination urilities. 6 4% for municipal utilities. and 6.6%

for ail 73 firms studied. Table 6 shows prorfitability measures for both gas and
combination utiiities for the vears studied.

Gas Utilities experienced an average 6.8 percent ROA in all three vears
studied. Combination utilities have exhibited a slight decline in ROA, but in
general their profitability has been stable-ranging from 6.3 to 6.8 percent.
While both of these segments have achieved simiiar. stable retumns, this has
occurred under different operating circumstances, To examine these

differences. it is useful to decompose ROA in two parts. asset turnover and
profit margin.

FIGURE 7

RETURN ON ASSETS, All Firms

Porcent of Firms

%, W% % W% aT% b 15%

Heturn on Assets

While ROA is tvpicailv measured as the rauo of net income 10 assets. it can
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a.]sQe expressed as asset turnover mu'mpmg' Drorit margin. Asset turnover
measures a iirm s apility 1o venerate saies irom its fixeq asset base. From 1995
o 1997 uas utthuies have increased their ievel of sales rrom their existing
asset base rrom 1 23X 10 U.66X. conversely. combinauon uulities have only
increasea thetr asset turnover from 0.37X to 0.40X over the same period. This
would imply that in 1997 gas utilities have improved their erficiency of asset
utilization by 14 percent from 1995, while combinauon uulities have
increased their efficiency by 8 percent over the same perod.

The second component of ROA is profit margin. or return on sales, This
measures the operating profit per dollar of saies. From 1$9S 1o 1997, the profit
margins for gas oniy utilities have declined from 11.6 percent to 10.3 percent.
During the same period. combinauon utilities" profit margin has dropped from
18.3 percent to 16.3 percent. The aggregate effect of slower growth in asset
turnover coupied with a larger decline in profit margin-0.5 percentage
points-resulted in the slightly lower ROA expertenced by combination
unilities. In general. both of these sectors are maintaining their profitability by

gaining increased efficiency from their existing assets base to compensate for
dechning profits margins.

Gas tifties

‘Asset Tuinover eeX T
"Financial Leverage: “BE5%
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"Proit targin
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"Clrrent Ratin LT Tgs Y11 673"
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Beure: AG.A UHER.
' Figures raproseni combned § 3¢ and gls ciicoptrations,

Another measure of profitability is return on common equity (ROE). This
differs from ROA in that it takes into account the impact of a firm's capital
structure on its profitability. We can examine the capital structure of a firm in
many different ways. The equity muitiplier (shown in table 6) measures a
firm's assets relative to its common stock equity. An increase in a firms level
debt financing will cause a reduction in stockholders equity. This will cause
the equity multipiier to decline and therebyv decrease total ROE. As table 6
illustrates gas utitities have decreased their debt financing as a percent of their
total capitalization. Although the ROA for this tvpe of firm has on average

15 aris 1071271999 9-2¢



re.ed constant at o § gercent. ROE has o.1ed over the same period.

which can partly be attributed a deciine 1n the tax benents a rirm receives rom
debt ninancing. Converselv. combination utiiities have increased their debt

financing. and although thetir ROA has dechined slightlv over the period
studied. therr ROE has increased.

el Wy n

LABOR PRODUCTIVITY AND WAGE ANALYSIS
Current industry interest in restructuring, etficiency. and cost effectiveness

often calls attenuion 1o staffing and wage profiles. Table 8 summarizes wage
and benefit values by industrv segment.

FIGURE 8

Average Therms Delivered Per Gags Employee

Municipai - Combination Gas o Al
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Gas utiiities feature the highest ratio of benetits as a proportion of total
compensation. although the totai compensation is not the highest in the
industry sample. On average, total compensation is a larger component of gas
utilities total O&M expense when compared to combination utilities.
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Combination utilities provided the samples highest average compensation to
employees as well as the largest number of customers per employee. This may
be in part due 1o the combination utilities' location in urban markets,

An oft-cited measure of a utility's productivity is the number of therms
delivered per emplovee. From, 1995 to 1997, all of the sectors studied have
increased their productvity in terms of this measure. During this period. gas
utilities have increased deliveries per emplovee by 7.2 percent. while

combination utilities have grown 8.8 percent and municipal utilities have
gained 10.7 percent.

SUMMARY

Segments of the gas distribution industry are highly differentiated with respect
to their financial performance and operational efficiency. This analysis of
industry metrics tllustrates the results for three industry segments; gas utilities,
combination uulities and municipal utilities. The findings derived from this
sample only suggest the attribute profile of the utility industry as a whole.

Benchmarks such as these should not be interpreted as what should be. but
instead as what is tvpical,
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