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BEFEB TO OUR HIE 

'Mi OCT oO 2001 

THOMAS GADSDEN ESQUIRE 
ANTHONY DECUSATIS ESQUIRE 
MORGAN LEWIS & BOCKIUS 
1701 MARKET STREET 
PHILADELPHIA PA 19103 

OOCUMENT 
FOLDER 
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L e t t e r P e t i t i o n of PECO Energy Company t o Grant A d d i t i o n a l Rights and Options 
t o the C i t y of Phila d e l p h i a Under the City' s Special Contract Pursuant t o 

Rule 4.6 of PECO Energy's E l e c t r i c Service T a r i f f 

To Whom I t May Concern: 

This i s t o advise you t h a t an Order has been adopted by the 
Commission i n Public Meeting on September 26, 2001 i n the above 
e n t i t l e d proceeding. 

An Order has been enclosed f o r your records. 

Very t r u l y yours. 

Enclosure 
C e r t i f i e d Mail 
JEP 

James J. McNulty 
Secretary 

SEE ATTACHED LIST FOR 
ADDITIONAL PARTIES 



PENNSYLVANIA 
PUBLIC UTILITY COMMISSION 

Harrisburg, PA 17105-3265 

Public Meeting held September 26, 2001 

Commissioners Present: 

Glen R. Thomas. Chairman 
Robert K. Bloom. Vice-Chairman 
Aaron Wilson. Jr. 
Terrance J. Fitzpatrick 

Letter Petition of'PECO Energy Company to 
Grant Additional Rights and Options to the 
City of Philadelphia Under the City's Special 
Contract Pursuant to Rule 4.6 of PECO Energy's 
Electric Service Tariff 

OCT 3 0 2001 
Hp 

DocketNo. A-l 10550F0147 

ORDER 

BY THE COMMISSION: 

Before the Commission for disposition is a Letter Petition filed by PECO Energy 

Company (PECO) on July 11. 2001. to Grant Additional Rights and Options to the City 

of Philadelphia (City) Under the City's Special Contract Pursuant to Rule 4.6 of PECO 

Energy's Electric Service Tariff. By this Petition. PECO is requesting that the 

Commission approve certain modifications lo an existing PECO Tariff Rule 4.6 special 

contract with the City concerning a portion of electric service provided by PECO to the 

City. By separate correspondence filed on July 16, 2001. the City joins in PECO's 

request. 

In support of its Petition. PECO explains that the City takes a portion of its electric 

service under a PECO Tariff Rule 4.6 special contract (Rule 4.6 service). During the 

course of PECO's merger proceeding in the instant Docket, and the resulting settlement, 

PECO granted the city additional rights and options under the special contact as 
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described in Appendix G attached to the Settlement Agreement.1 Specifically, within the 

context of the settlement. PECO agreed to provide the City with an immediate 14.55% 

discount on its Rule 4.6 service, with the exception of the City's Rule 4.6 service as it 

pertained to streetlight service. 

As to streetlight service. PECO agreed to provide such service to the City from the 

close of the merger until June 30, 2001 pursuant to tariff Rate SL-P. with an 11.2% 

discount applied to the total charges for streetlight service each month. After that, on 

July 1. 2001. the City's streetlight service was to be converted to tariff Rate SL-E with no 

discount applied to the total charges for streetlight service. Finally, in the interim, but no 

later than July 1. 2001. PECO was to make a filing with the Commission to eliminate 

lariff Rate SL-P. 

However. PECO asserts that in recent discussions with the City it has become 

evident that switching the City's streetlight service to tariff Rate SL-E at this time may 

not provide the City with the benefits that the parties had in mind at the time they 

negotiated the settlement. As a result, PECO has agreed to grant additional rights and 

options to the City under its Rule 4.6 contract, such as to allow the City to continue to 

receive streetlight service pursuant to tariff Rate SL-P. but with a 14.55% discount, as 

opposed to the previous 11.2% discount, applied lo the total charges each month. 

The parties have agreed that the City may continue taking this service at the 

agreed upon rate until such lime that its Rule 4.6 contract expires or until the City 

chooses to switch to tariff Rate SL-E. with no applicable discount, pursuant to a further 

agreed upon one-time option. Should the City elect to exercise this option. PECO will 

make a filing with the Commission to eliminate tariff Rate SL-P. or to revise Rate SL-P 

to terminate the city's eligibility for Rate SL-P service. In consideration of these new 

1 For purposes of reference, Appendix G of the Settlement Agreement has been reproduced and 
anached to this Order as Exhibit A. 
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lerms. PECO stales that it will not make a filing with the Commission to eliminate rate 

SL-P at this time. 

In separate correspondence filed with the Commission on July 16. 2001. the City 

has indicated its agreement with the new rights and options as set forth in PECO's 

Petition. Accordingly, the City therefore joins in PECO's request that the Commission 

approve such modifications to the City's Rule 4.6 special contract as set forth herein. 

Given such agreement between the relevant parties, we find it reasonable to authorize and 

approve the proposed modifications to the City's Rule 4.6 special contract with PECO. 

THEREFORE, 

JT IS ORDERED: 
i 

That the Letter Petition filed by PECO Energy Company on July 11. 2001. to grant 

additional rights and options to the City of Philadelphia under the City's special contract 

pursuant to Rule 4.6 of PECO Energy's Electric Service Tariff is hereby approved. 

BY THE COMMISSION 

James J. McNulty 
Secretarv 

(SEAL) 

Order Adopted: September 26, 2001 

Order Entered: SEP 27 2B01 
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City of Philadelphia Term Sheet 

1. Rate Discounts - The City will receive its allocable share of rate 
discounts as set forth in the global settlement document. 

2. Reliabi l i ty - Reliability is addressed in the global settlement document. 

3. Headquarters and Employment - Commitments regarding corporate 
headquarters and employment are addressed in the global settlement 
document and the letter attached to this Term Sheet. 

4. Amendments to the City's Existing Rule 4.6 Contract 

A. General 

Upon close of merger (nominally October, 2000), the service under the 
City's existing Rule 4.6 contract (currently in effect through June 30, 2001 
with automatic one-year renewals through June 30, 2004, absent timely 
notice of non-renewal) will be divided into "Rule 4.6 Streetlight Service" 
and "Other Rule 4.6 Service." 

B. Streetl ight Service 

For Rule 4.6 Streetlight Service, the City will be provided service as 
follows: 

• From close of merger until June 30, 2001 - The City will take 
Rule 4.6 Streetlight Service pursuant to tariff Rate SL-P, with an 
11.2% discount applied to the total charges for Streetlight 
Service each month. 

• On or before July 1, 2001, PECO will make a filing with the 
PaPUC to eliminate tariff Rate SL-P. 

• On July 1, 2001, the City's Rule 4.6 Streetlight Service will be 
switched to tariff Rate SL-E, with no discount applied to the total 
charges for Rule 4.6 Streetlight Service each month. 

• Until June 30, 2010, the City agrees that it may not seek to 
implement any initiative to reduce its streetlight usage, including 
rewiring of streetlights that would result in a reduction of 
customer charges or connection charges. The City is permitted 
to install new lamp technology, as such technology may ; 
become available from-time to time, without violating this ^ 
provision. x 
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C. Other Rule 4.6 Service 

For Other Rule 4.6 Service (limited to those accounts defined as 
Underlying City Accounts in the City's existing Rule 4.6 contract), the City 
will be provided service as follows: 

• At close of merger, PECO will increase the discount on the 
City's Other Rule 4.6 Service (service taken pursuant to Rates 
HT, PD, and GS), to a 14.55% discount applied to the total 
charges for Other Rule 4.6 Service each month. {The applicable 
rate class designations for the City accounts for purposes of this 
agreement are the rate classes in effect for each account as of 
March 30, 2000.) 

D. City Option to Accept Service 

• Each year, by January 10, the City will inform PECO of whether 
it will exercise its option to take its full generation service for its 
Rule 4.6 Streetlight Service and its Other Rule 4.6 Service 
under the terms described above, subject to the appropriation of 
funds by City Council. The Rule 4.6 Streetlight Service under 
Rate SL-E, and the discounted Other Rule 4.6 Service, will be 
available on an annual option basis each July 1 for successive 
or intermittent one-year terms until December 31 , 2010 (a 6-
month term for the period ending on December 31 , 2010). 

• If, during the period from close of merger until June 30, 2004, 
the City does not take its full generation services for Rule 4.6 
Streetlight Service and Other Rule 4.6 Service from PECO, 
then (a) the City's prospective discount for Other Rule 4.6 
Service will be changed to 8.65% for all parts of its service 
(transmission, distribution, CTC, ITC, energy, capacity, 
customer charges, and any other charges) until December 31, 
2006, and (b) PECO need not offer the City any discount on its 
energy and capacity for the period January 1, 2007 until 
December 31 , 2010, but the City will receive a 14.55% discount 
on all other charges for Other Rule 4.6 Service for that period. 

• If, during the period from July 1, 2004 until December 31 , 2006, 
the City does not take its full generation services for Rule 4.6 
Streetlight Service and Other Rule 4.6 Service from PECO, 
then (a) the City's prospective discount for Other Rule 4.6 
Service will be changed to 11.6% for all parts of its service 
(transmission, distribution, CTC, ITC, energy, capacity, 
customer charges, and any other charges) until December 31. 



• 

2006. and (b) PECO need not offer the City any discount on its 
energy and capacity for the period January 1, 2007 until 
December 31, 2010, but the City will receive a 14.55% discount 
on all other charges for Other Rule 4.6 Service for that period. 

• If the City receives its full generation service from PECO on a 
continuous basis until December 31, 2006, then the City will 
receive a discount of 14.55% on its Other Rule 4.6 Service 
energy and capacity from PECO from January 1, 2007 through 
December 31, 2010. 

• If, during the period from January 1, 2007 until December 31, 
2010, the City chooses not to take its full generation services for 
Rule 4.6 Streetlight Service and Other Rule 4.6 Service from 
PECO, then (a) the City's discount for Other Rule 4.6 Service 
will remain at 14.55% for all parts of its service that it will 
continue to receive from PECO (transmission, distribution, CTC, 
ITC, customer charges, and any other charges) until December 
31 , 2010, and (b) the City may choose to return to PECO for 
energy and capacity services for its next option year and 
receive those services at a 14.55% discount for Other Rule 4.6 
Service. 

E. Expiration of Discounts 

• All discounts available pursuant to this settlement expire as of 
December 31 , 2010. 

F. Chillers 

• The City may, without penalty or reduction in the discounts 
stated above or pursuant to Section G below, install combined 
natural gas/electric chillers at any City site or combination of 
sites, with an aggregate nameplate cooling load of no more 
than 4000 tons, provided that at least Vr of the installed capacity 
chilling load at each such site shall be provided by using electric 
power from the hybrid chiller. 

• Until June 30, 2006, the City may not install or purchase from a 
a natural gas steam absorption chiller or a hybrid steam 
absorption chiller in excess of the amounts listed above. 

G. Other Energy Competitive Alternatives 



to 
The City will not implement any Energy Competitive Alternative, other than 

those described above, prior to December 31, 2006. If the City 
implements an Energy Competitive Alternative (ECA) after January 1, 
2007, the City will forego the dollar amount of its discount applicable at that 
time in an amount equivalent to the dollar amount by which the 
implemented ECA reduces PECO's revenues. For purposes of calculating 
the dollar amount of the foregone discount, PECO will utilize the most 
recent 12-month billings by PECO to the facility at which the ECA is being 
installed and calculate the dollar amount by which implementation of the 
ECA will reduce the 12-month PECO revenue from that facility. PECO will 
then calculate the most recent 12-month billing history for the total City of 
Philadelphia accounts covered by the 4.6 Contract, apply the discount 
applicable at that time, and produce the dollar amount of the total discount. 
The total dollar amount of the discount would then be reduced by the dollar 
amount of PECO's lost revenue as calculated for implementation of the 
ECA. This revised dollar amount discount will then be divided by the 12-
month billing revenue on all City accounts covered by the Other Rule 4.6 
Service in order to calculate the percentage discount going forward. An 
example of the application of this methodology for the 14.55% discount 
that will be in effect after close of the merger is as follows: 

1. 12 mo. PECO revenue at facility implementing ECA $4 million 
2. PECO revenue reduction due to ECA $2 million 
3. 12 mo. PECO revenue under Other Rule 4.6 Service $50 million 
4. Dollar Value of Other Rule 4.6 Service (Line 3 x 14.55%) $7,275 

million 
5. Reduced Dollar Value of Other Rule 4.6 Service Discount 

(Line 4 - Line 2) $5,275 
million 

6. New Percentage Discount for Other Rule 4.6 Service 
(Line 3 - Line 2)/Line 5 10.99% 

5. CNG commitment 

For a period of 5 years after closing the merger, PECO commits to 
maintain a marketing position in CNG at no less than its current level, as 
long as it remains profitable for PECO to maintain such a position. In 
addition, for a period of 5 years after closing the merger, PECO will 
maintain its existing CNG stations through one of the following options: (1) 
continued ownership and operation, (2) continued lease and operation, or 
(2) sale or lease to an individual or entity that has demonstrated to 
PECO's satisfaction that it intends to and has the capability to continue to 
operate the station(s). Continued operation of the stations is subject to 
PECO's ability to acquire appropriate licenses, permits and approvals 
from local government authorities, as those licenses, permits, and 
approvals may be required from time to time. 



6. Clean Cities Conference 

PECO will provide a $40,000 cash/in-kind contribution to support the 
Clean Cities Conference in 2001 if the City obtains that conference. In 
return for the contribution, the City will provide PECO with maximum 
sponsorship package available for its contribution level, as established by 
the Department of Energy's sponsorship guidelines. 

7. City Commitments 

The City commits to provide the following: 

• It will support the merger by a letter from the Mayor to the 
Pennsylvania Public Utility Commission 

• It will provide a statement or testimony, to be attached to the merger 
settlement document, supporting the merger as in the public interest. 

• Tho Director oi4hB-M^ie\^a\-Bneig)/S)iiice^}\LBppear at one or more, 
pukHe4n£y^sess4eR54ef4he-m^^ f\RtA 
testtfneny supportingihe-TnergHrasin the publiyTffterestr 

For the City of Philadelphia Date 

'CU. 

For PECO Energy Company Date 
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