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March 28, 2005

Re: Joint Application of Peco Energy Company & Public Service Electric Gas Company
for Approval of Merger of Public Service Enterprise Group Incorporated with and into
Exelon Corporation; Docket No. A-110550F0160

VIA HAND DELIVERY
James J. McNulty, Secretary

}}::e(gr.lsggia;zia; g'ublic Utility Commission D 0 C U M E N T
Harrisburg, PA 17105-3265
g FOLDER

Dear Secretary McNulty:

Enclosed for filing in the above-captioned proceeding are an original and four (4) copies
of Amerada Hess Corporation’s Prehearing Memorandum. Please time-stamp one copy and
return. -

_ I have served a copy of this document on all parties to this proceeding by electronic mail,
and will have copies with me at the hearing for any party that wants hard copies.

David W. Francis
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Joint Application of PECO Energy

Company and Public Service Electric

And Gas Company for Approval of the : Docket No. A-110550 F0160
Merger of Public Service Enterprise

Group Incorporated with and into

Exelon Corporation

PREHEARING MEMORANDUM
OF AMERADA HESS CORPORATION

TO ADMINISTRATIVE LAW JUDGE MARLANE R. CHESTNUT:
The Amerada Hess Corporation (“AHC”) hereby files this Prehearing
Memorandum in accordance with the Order issued by the Office of Administrative Law

Judge on dated March 17, 2005.

Counsel for AHC a.re identified as follows: D O C U M E, NT
Pa 1D, No. 1563 FOLDER

Jjpaden@rhoads-sinon.com
David W. Francis, Esq.

Pa. I.D. No. 53718
dfrancis(@rhoads-sinon.com

Rhoads & Sinon, LLP

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146
Phone: (717) 233-6738
Fax: (717) 231-6600




I HISTORY OF PROCEEDING

On February 4, 2005, PECO Energy Company (“PECO”) and Public Service
Electric & Gas Company (“PSE&G”) filed a Joint Application with this Commission
requesting approval of the merger of Public Service Enterprise Group, Inc. (“PSEG”)
(PSE&G’s parent company) with and into Exelon Corporation (“Exelon™). Both of the
applicants are regulated by this Commission.

This application was assigned to the Office of Administrative Law Judge (the
“OALJ”) for investigation and the scheduling of hearings. On March 17, 2005, presiding
Administrative Law Judge issued an Order requiring the submission and distribution of
Prehearing Memorandum prior to 12:00 p.m. on March 28, 2005. A Prehearing
Conference is scheduled for March 29, 2005.

II.  ISSUES WHICH AMERADA HESS INTENDS TO PRESENT

As a general proposition, an application for approval of a merger shail only be
granted if, on balance, the Commission determines that such approval is necessary or
proper for the service, accommodation, convenience or safety of the public. 66 Pa. C.S.
§§1102(a)(3) and 1103(a). Such a determination initially requires a finding of

affirmative benefits flowing to the public under the statutory standard. York v. PA PUC,

449 Pa. 136,295 A.2d 825 (1972). Even with the showing of affirmative benefits,
however, if there are offsetting or overriding detriments to the public interest, the
application should not be approved.

At this time, AHC has identified the following issues for which it may present

evidence and/or testimony:



v

(A). The proposed merger, if approved, could adversely impact and deprive
Pennsylvanians of the benefit of robust competitive retail markets;

(B). That the proposed merger, if approved, could result in the unlawful exercise
of market power;

(C). The proposed merger, if approved, must adequately address and/or commit
to the following improvements that would provide substantial benefit to the public: (i)
ensuring that any establishment or presence of unregulated affiliates with the merged
company does not result in anticompetitive or discriminatory conduct as it relates to
Pennsylvania’s retail electric and natural gas markets; and (ii} utilization of capital by the
merged company to invest in upgrades in electric generation, transmission and
distribution and natural gas distribution systems.

AHC reserves the right to address additional issues as they arise during discovery
and the proceeding.

III. AMERADA HESS PROPOSED WITNESS LIST

AHC anticipates that 1t may be necessary for it to present brief written testimony
from one or two witnesses with respect to the issues identified above. However, because
AHC is not yet in possession of the prehearing memoranda from the other intervenors in
this matter, nor answers to discovery, it has not determined whether that testimony will
be necessary or the identity of those who would provide that testimony on behalf of
AHC. Accordingly, and consistent with the OALJ’s Order, AHC respectfully reserves
the right to supplement its witness list once it has reviewed the prehearing memoranda

filed by the other parties, answers to discovery, and additional information has become



available. As soon as AHC has determined that it is necessary to present witnesses, all
parties of record will be notified.

IV. SCHEDULE

AHC is prepared to adopt any reasonable schedule which can be agreed upon by
the parties.

V. SETTLEMENT

AHC is willing to participate in settlement efforts.

VI. SERVICE ON AMERADA HESS

As set forth above, AHC will be represented in this matter by Rhoads and Sinon.

Hard copies of all documents should be served on AHC and its counsel as follows:

Jay L. Kooper Jan P. Paden

Director of Regulatory Affairs David W. Francis

Amerada Hess Corporation Rhoads & Sinon, LLP

One Hess Plaza, 12™ Floor One South Market Square
Woodbridge, NJ 07095 P.O. Box 1146

Tel: (732) 750-7048 Harrisburg, PA 17108-1146
Fax: (732) 750-6670 Tel: (717) 233-6738

Fax: (717) 231-6600
Electronic copies of all documents should be served on Jay L. Kooper at

jkooper(@hess.com, Jan P. Paden at jpaden(@rhoads-sinon.com, and David W. Francis at

dfrancis@rhoads-sinon.com.



March 28, 2005

Respectfully submitted,

Rhoads%& i LP

By:
Jan P. Paden

David W. Francis

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146
(717) 233-5731

Attorneys for Amerada Hess Corporation
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JOINT APPLICATION OF PECO ENERGY ;
:  Docket No. A-110550 FO160

COMPANY AND PUBLIC SERVICE ELECTRIC
AND GAS COMPANY FOR APPROVAL OF THE

MERGER OF PUBLIC SERVICE ENTERPRISE
GROUP INCORPORATED WITH AND INTO
EXELON CORPORATION

CERTIFICATE OF SERVICE

I certify that on March 28, 2005, I served by electronic mail a copy of Amerada Hess

Karen 5. Miller, Esquire
Office of Small Business Advocate

Judge Marlane R. Chestnut

PA PUC Office of Administrative Law Judge
1302 State Office Buiiding Commerce Building - Suite 1102
1400 West Spring Garden Street 300 North Second Street
Philadelphia, PA 19130 Harrisburg, PA 17101

machesmut{@state. pa.us karenmil(z)state.pa.us
Kenneth L. Mickens, Esquire
Robert V. Eckenrod, Esquire

Kathleen Niesborella (for Judge Chestnut)
PA PUC Office of Administrative Law Judge
Pennsylvania Public Utility Commission
Office of Trial Staff

Corporation’s Prehearing Memorandum, to the following persons:

1302 State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130 P.O. Box 3265
Harrisburg, PA 17105-3265
kmickens(@state.pa.us
roeckenrod(@state.pa.us

kniesborel(@state.pa.us

Paul Bonney, Esquire
PECO Energy Company
Richard P. Mather, Sr., Esquire
Pamela G. Bishop, Esquire
Scott Perry, Esquire

2301 Market Street
Department of Environmental Protection
Rachel Carson State Office Building, 9" Floor

P.O. Box 8699
Philadelphia, PA 19101-8699
paul bonney{@exeloncomp.com
Daniel Clearfield, Esquire 400 Market Street
Wolf, Block, Schorr & Solis-Cohen Harrishurg, PA 17101-2301
2 Locust Street, Suite 300 rmather(cdstate. pa.us
Harrisburg, PA 17101 pbishop@state.pa.us
dclearfield@wolfblock.com scperry(@state. pa.us
Daniel W. Cantd-Hertzler, Esquire
Darlene D. Heep, Esquire

City of Philadelphia

Law Department
One Parkway Building, 16" Floor

555 Walnut Street
Harrisburg, PA 17101 1515 Arch Street
mmccloskev{@paoca.org Philadelphia, PA 19102-1595
daniel.cantu-hertzler@phila.gov'
darlene. heep{@phila.gov E‘:"
&

jmullins(@paoca.org
-
c

Tanya J. McCloskey, Esquire
James Mullins, Esquire
Office of Consumer Advocate
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Jonathan M. Stein, Esquire

Philip A. Bertocci, Esquire

Thu B. Tran, Esquire

Community Legal Services, Inc.

"1424 Chestnut Street

Philadelphia, PA 19102
istein(@clsphila.org
pbertoccifdclsphila.org

ttran(@clsphila.org

David M. Kleppinger, Esquire

Charis Mincavage, Esquire

McNees, Wallace & Nurick

100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108
dkleppin@mwn.com

Cmincavage@mwn.com

Craig Doll, Esquire

25 West Second Street

P.O. Box 403

Hummelstown, PA 17036-0403
cdoli76342@@aol.com

Charles McPhedran, Esquire
Citizens for Pennsylvania's Future
1518 Walnut Street, Suite 1100
Philadelphia, PA 19102
mcphedran@pennfuture. org

Barnett Satinsky, Esquire

Theodore H. Jobes, Esquire

Fox Rothschild LLP

2000 Market Street, 10" Floor

Philadelphia, PA 19103-3291
bsatinsky@@foxrothschild.com
tiobes@foxrothschild.com

ScottJ. Rubin, Esquire

3 Lost Creek Drive

Selinsgrove, PA 17870-9357
scoti@publicutilityhome.com

Eric Joseph Epstein
4100 Hillsdale Road
Hamisburg, PA 17112

ericepstein@comcast.net

Jesse A. Dillon, Esquire

PPL Services Corporation

Two North Ninth Street

Allentown, PA 18101
Jadillon@pplweb.com

Todd S. Stewart, Esquire

Hawke; McKeon, Sniscak & Kennard LLP

100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105
tsstewart@hmsk-law.com

Carolyn D. Commons, Esquire

Commons & Commons LLP

2967 W. School House Lane, #1210

Philadelphia, PA 19144
lawyers(@icommonslaw.com

Roger E. Clark, Esquire

The Reinvestment Fund

718 Arch Street, Suite 300 North

Philadelphia, PA 19106-1591
roger.clarki@trfund.com

W. Edwin Ogden, Esquire

Ryan, Russell, Ogden & Seltzer

1105 Berkshire Boulevard, Suite 330

Wyomissing, PA 19610-1222
eogden@ryanrussell.com

Julie Coletti, Esquire
Strategic Energy, LLC
Two Gateway Center
Pittsburgh, PA 15222

/s/ id W. Francis;Esquire

\

£ . 8 » M
David W.Ffancis, Esquire

Rhoads & Sinon LLP

One South Market Square, 12® Floor

Harrisburg, PA 17101

phone: 717.237-6738

fax: 717.231.6600
email; dfrancis(@rhoads-sinon.com
March 28, 2005



‘onmental Protection

o lRllEN

OFFICE OF CHIEF COUNSEL
Rachel Carson State Office Building
P. O. Box 8464
Harrisburg, PA 17105-8464

March 28, 2005

Telephone 717-787-7060
Telecopier 717-783-7911

Bureau of Regulatory Counsel

Honorable James MeNuly DOCUMENT
FOLDER

Secretary
Public Utility Commission

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

RE: Joint application of PECO Energy Company and Public Service Electric
and Gas Company for approval of the merger of Public Service
Enterprise Group Incorporated with and into Exelon Corporation.

PUC Docket No. A-110550F0160. -

Dear Secretary McNulty:
In accordance with the Public Utility Commission’s Rules of Practice and Procedure at

52 Pa. Code § 1.59, please find for filing an original and three copies of the Commonwealth of
Pennsylvania, Department of Environmental Protection’s Prehearing Memorandum in the above

referenced matter. Thank you for your assistance.
Sincerely,

/’
Scott Perry
Assistant Counsel
o
ce: Certificate of Service o =
Honorable Marlane Chestnut, PUC ALJ s :—1-' o
Irwin Popowsky, Esquire = = i
William Lloyd, Esquire = ™o {
Yh RTL So® o
& E <
= = rr
r =~ O
oy ™

enclosure
Printed on Recycled Paper @

www.dep.state.pa.us

An Equal Opportunity Employer



(¥
Ixa!
(e
=]
—
=
COMMONWEALTH OF PENNSYLVANIA e
BEFORE THE PUBLIC UTILITY COMMISSION s
2
=)
b
JOINT APPLICATION OF PECO
ENERGY COMPANY AND PUBLIC

SERVICE ELECTRIC AND GAS

COMPANY FOR APPROVAL OF THE

Docket No. A-110550F0160
MERGER OF PUBLIC SERVICE :
ENTERPRISE GROUP

INCORPORATED WITH AND INTO

. DOCUMENT

FOLDER

PREHEARING MEMORANDUM OF THE DEPARTMENT
OF ENVIRONMENTAL PROTECTION
Pursuant to Section 333 of the Public Utility Code, 66 Pa. C.S. § 333, and in
response to the prehearing conference notice and prehearing conference order dated

March 17, 2005 issued in the above—captioned matter, the Commonwealth of

Pennsylvania, Department of Environmental Protection (the "Department") provides the
following information:

I INTRODUCTION

On or about February 4, 2005, PECO Energy Company ("PECO") and Public
Services Electric and Gas Company ("PSE&G") (collectively the "Joint Applicants")
filed their Joint Application for Approval of Merger, to obtain the approval of the Public
Utility Commission ("PUC" or "Commission"), if such approvals are required, for the
merger of Public Service Enterprise Group Incorporated ("PSEG"), the corporate parent

of PSE&G, with and into Exelon Corporation ("Exelon"), the corporate parent of PECO

and the ultimate corporate parent of the Joint Applicants.
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On March 7, 2005, the Department filed a Petition to Intervene in order to ensure

that the Department's interests are adequately represented in this proceeding.

11. ISSUES AND SUB-ISSUES

Based upon a preliminary review of the Application, the Department has
identified a number of concerns which it anticipates will be included in its evaluation and
analysis of the impact of the proposal and claims associated with this merger. Itis
anticipated that other issues may arise and may be pursued as a result of discovery
conducted by the Department and other parties. Once the Department has received and
reviewed all necessary information relevant to the Department's interests, the Department
will set forth the specific issues to be addressed in this proceeding and will make specific
recommendations through its direct and rebuttal testimony of its witnesses, through cross
examination of other parties’ witnesses and through legal briefs.

Preliminarily, the Department has identified the following areas of inquiry that
require further investigation and respectfully reserves the right to supplement this list:

a. Economic Impacts: The Joint Application includes a discussion of the

economic savings resulting from the merger and the impacts of the merger on service,
rates, jobs and local communities. The Department will examine the reasonableness of
these economic calculations to ensure that the appropriate amount of savings attributed to
the merger accrues to the benefit of the public in the form of rate relief or low-income
assistance. In addition, the Department will examine the impact of the merger on
employees of PECO Energy to ensure that this workforce is not adversely impacted as a

result of the merger.



b. Reliability: Executive Order Number 2002-8 of July 18, 2002 declares
that ensuring affordable energy supply is critical to the welfare of Pennsylvania's citizens
and to the continued economic prosperity of the Commonwealth. It further declares that
maintaining a diverse and reliable energy portfolio will be critical to minimizing the
effects of any single energy source on Pennsylvania's consumers and maintaining a
sustainable supply of energy. In addition, providing a reliable supply of energy for local
emergency infrastructure is an important consideration in overall efforts to maintain
reliable sources of energy. As the executive agency with the powers and duties of the
Pennsylvania Energy Office, the Department is concerned whether the proposed merger
will affect its efforts to promote reliable sources of energy, particularly for local
emergency infrastructure. The Department is also interested in ensuring that the
proposed merger does not diminish the reliability of service to Pennsylvania customers
and in fact serves to improve reliability and efficiency.

c. Air Quality Issues; The federal Clean Air Act, 42 U.S.C. §§ 7401-7671q,

the Pennsylvania Air Pollution Control Act, 35 P.S.§ 4000.1 ef seq. and the regulations
promulgated thereunder establish various requirements to control the emissions of air
contaminants that are or will be imposed on certain sources of air pollution such as
electricity generating facilities. The Department is the agency with the duty and authority
to administer and enforce these statutes and regulations in Pennsylvania. The Joint
Applicants own or operate several electricity generating facilities that are or will be
subject to these requirements to control the emissions of air contaminants. To mitigate
the adverse effects of generation market concentration that combining the generation

portfolios of the companies create, the Joint Applicants have proposed a mitigation plan



that involves the divestiture of certain electric generating facilities. The Department 1s
concerned whether the proposed merger or implementation of the proposed mitigation
plan will adversely affect compliance with current or anticipated air quality requirements
at these electric generating facilities and the health, safety and welfare of the citizens of
the Commonwealth.

d. Radiation Protection Issues: The Department has ongoing regulatory

powers and duties pursuant to the Low-Level Radioactive Waste Disposal Act, 35 P.S. §§
7130.101 et seq., and the Appalachian States Low-Level Disposal Compact, 35 P.S.

§8 7125.1 et seq. The Joint Applicants are engaged in the business of producing
electricity utilizing nuclear energy and are generators of low-level radioactive waste
requiring disposal. The Joint Applicants have certain duties and obligations under these
statutes that the Department administers. The Department is concerned whether the
proposed merger will affect either the Department's implementation of its statutory duties
or the Joint Applicants' compliance with their obligations under these state laws.

The Joint Applicants own or operate several nuclear power stations within the
states of New Jersey and Pennsylvania that are subject to the Department's radiation
protection and nuclear safety surveillance and oversight program established by the
Radiation Protection Act, 35 P.S. §§ 7110.101 ef seq. The Department is concerned
whether and how the proposed merger will affect its current program and the related
efforts of the Department and other Commonwealth agencies to respond to events at the

Joint Applicants' nuclear power stations in the future,



d. Energy Issues:

Renewable Energy: As the primary state agency charged with ensuring

Pennsylvania's air quality, the Department has identified the promotion of renewable
energy as an important consideration in improving Pennsylvania's air quality. The
Department promotes the deployment of renewable energy through financial assistance
and regulatory measures including the Pennsylvania Energy Development Authority, the
State Energy Plan and the small source NOx set-aside program. The Department is
concerned whether the proposed merger will affect its efforts to promote greater use of
rencwable energy.

Energy Conservation and Efficiency: The Department administers several

programs to promote energy conservation and efficiency and the Department is
concerned whether the proposed merger will affect these efforts and other

Commonwealth efforts to promote energy conservation and efficiency.

III. WITNESSES
At the present time, the Department proposes to present the direct, rebuttal, and
surrebuttal testimony, as may be necessary, of the following witnesses in this proceeding:

Air Quality Issues

Dean Van Orden

Chief, Division of Air Information
Bureau Of Air Quality

Department of Environmental Protection
RCSOB, 12th Floor

400 Market Street

Harrisburg, PA 17101-2301




John Slade

Chief, Division of Permits

Bureau Of Air Quality

Department of Environmental Protection
RCSOB, 12th Floor

400 Market Street

Harrisburg, PA 17101-2301

Radiation Protection Issues

David J. Allard, CHP

Director, Bureau of Radiation Protection
Department of Environmental Protection
RCSOB, 13th Floor

400 Market Street

Harrisburg, PA 17101-2301

R. Rich Janati

Program Manager, Division of Nuclear Safety
Bureau of Radiation Protection

Department of Environmental Protection
RCSOB, 13th Floor

400 Market Street

Harrisburg, PA 17101-2301

Energy Issues, including Reliability

Daniel J. Desmond

Deputy Secretary for Energy and
Technology Development

Department of Environmental Protection
RCSOB, 16th Floor

400 Market Street

Harmisburg, PA 17101-2301

Eric Thumma

Director, Bureau of Environmental Sustainability
Office of Energy and Technology Development
Department of Environmental Protection
RCSOB, 15th Floor

400 Market Street

Harrisburg, PA 17101-2301



The Department specifically reserves the right to call additional witnesses as
necessary and with the permission of the presiding officer. As soon as the Department
has determined whether additional witnesses will be necessary for any portion of its case,

all parties of record will be notified.

IV. DISCOVERY

The Department has not yet submitted any discovery requests in this proceeding
and is still in the process of formulating such discovery requests. The Department is
interested in the possibility of engaging in informal discovery with the Joint Applicants
and is prepared to cooperate with the other parties to avoid duplicative discovery

requests.

V. SETTLEMENT

The Department anticipates that the parties will engage in settlement discussions
once the parties have an opportunity to review discovery and to develop positions raised
by the Joint Application. The Department supports establishing a schedule of settlement

conferences.

V1. PROPOSED SCHEDULE

Although the Department has not proposed a schedule, the Department is
prepared to adopt a schedule that has been agreed upon by the parties and approved by
the presiding officer. The Department is aware that several parties have circulated

proposed schedules in an effort to develop an agreed upon schedule.



Dated: March 28, 2005

Respectfully submitted,

@%//////ﬂ% 4

Richard P. Mather, Sr.
Deputy Chief Counsel
rmather@state.pa.us

Pamela G. Bishop
Assistant Counsel
pbishop@state.pa.us

Scott Perry
Assistant Counsel
scperry{@state.pa.us

Commonwealth of Pennsylvania
Department of Environmental Protection
RCSOB, 9th Floor

400 Market Street

Harrisburg, PA 17101-2301
717-787-7060

717-783-7911 (Fax)
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JOINT APPLICATION OF PECO
ENERGY COMPANY AND PUBLIC
SERVICE ELECTRIC AND GAS :
COMPANY FOR APPROVAL OF THE : Docket No. A-110550F0160
MERGER OF PUBLIC SERVICE
ENTERPRISE GROUP

INCORPORATED WITH AND INTO
EXELON CORPORATION

CERTIFICATE OF SERVICE
[ hereby certify that a true and correct copy of the Prehearing Memorandum of the
Department of Environmental Protection in the above-captioned matter, was served by

pre-paid, First Class United States mail, upon the following:

Judge Marlane R. Chestnut Kathleen Niesborella (for Judge Chestnut)
PA PUC Office of Administrative Law PA PUC Office of Adminustrative Law
Judge Judge

1302 State Office Building 1302 State Office Building

1400 West Spring Garden Street 1400 West Spring Garden Street
Philadelphia, PA 19130 Philadelphia, PA 19130
215-560-2105 215-560-2105

machestnut(@state.pa.us kniesborel(@state.pa.us

Richard P. Bonnifield Thomas P. Gadsden, Esquire

Vice President-Law Anthony C. DeCusatis, Esquire
PSEG Services Corporation Morgan Lewis & Bockius LLP

80 Park Plaza, T5E 1701 Market Street

Newark NJ 07102 Philadelphia, PA 19103-2921

973-430-6441 215-963-5234



Kenneth L. Mickens, Esquire

Robert V. Eckenrod, Esquire
Pennsylvania Public Utility Commission
Office of Trial Staff

P.O. Box 3265

Harmsburg, PA 17105-3265
717-787-1976

kmickens(@state.pa.us
roeckenrod(@state.pa.us

Irwin Popowsky

Consumer Advocate

Office of Consumer Advocate
5 Floor, Forum Place

555 Walnut Street
Harrisburg, PA 17101-1923
717-783-5048

Daniel W. Canta-Hertzler, Esquire
Darlene D. Heep, Esquire

City of Philadelphia

Law Department

One Parkway Building, 16™ Floor
1515 Arch Street

Philadelphia, PA 19102-1595
215-683-5061
daniel.cantu-hertzlerfedphila. gov
darlene.heep(@phila.gov

Craig Doll, Esquire

25 West Second Street

P.O. Box 403

Hummelstown, PA 17036-0403
717-230-9555
cdoll76342(@aol.com

Barmett Satinsky, Esquire
Theodore H. Jobes, Esquire
Fox Rothschild LLP

2000 Market Street, 10" Floor
Philadelphia, PA 19103-3291
215-299-2000
bsatinsky@foxrothschild.com

tiobes@foxrothschild.com

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

P.O. Box 1166

Harmisburg, PA 7108
717-237-5214
dkleppin@mwn.com
cmincavage@@mwn.com

William Lloyd, Ir.
Small Business Advocate

QOffice of Small Business Advoecate

Suite 1102, Commerce Building
300 N. 2™ Street

Harrisburg, PA 17101
717-783-2525

Honorable James McNulty
Secretary

PA Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265
717-787-8009

Charles McPhedran, Esquire
Citizens for Pennsylvania's Future
1518 Walnut Street, Suite 1100
Philadelphma, PA 19102
215-569-9693
mcphedran@pennfuture.org

Scott J. Rubin, Esquire

3 Lost Creek Drive
Selinsgrove, PA 17870-9357
570-743-2233
scott@pubilicutilityhome.com




Tanya J. McCloskey, Esquire
James Mullins, Esquire
Office of Consumer Advocate
5™ Floor, Forum Place

555 Walnut Street
Harrisburg, PA 17101
717-783-5048
mmecloskey@paoca.org
imullins@paoca.org

Jesse A. Dillon, Esquire
PPL Services Corporation
Two North Ninth Street
Allentown, PA 18101
610-774-5013
jadillon{@pplweb.com

Carolyn D. Commons, Esquire
Commons & Commons LLP

2967 W. School House Lane, #1210
Philadelphia, PA 19144
215-849-4400
lawvers(@commonslaw.com

Jan P. Paden, Esquire

David W. Francis, Esquire
Rhoads & Sinon LLP

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146
717-233-5731
ipaden@rhoads-sinon.com
dfrancis@rhoads-sinon.com

W. Edwin Ogden, Esquire

Ryan, Russell, Ogden & Seltzer
1105 Berkshire Boulevard, Suite 330
Wyomissing, PA 19610-1222
610-372-4761
eogden{@ryanrussell.com

Karen S. Miller, Esquire

Office of Small Business Advocate
Commerce Building - Suite 1102
300 North Second Street
Harrisburg, PA 17101
717-783-2525
karenmil{zdstate.pa.us

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112
717-540-5773
ericepstein@comeast.net

Todd S. Stewart, Esquire

Hawke, McKeon, Sniscak & Kennard LLP
100 North Tenth Street

P.O.Box 1778

Harrisburg, PA 17105

717-236-1300

tsstewart@hmsk-law.com

Roger E. Clark, Esquire

The Reinvestment Fund

718 Arch Street — Suite 300 North
Philadelphia, PA 19106-1591
215-643-2364
roger.clark@trfund.com

Julie Coletti, Esquire
Strategic Energy, LLC
Two Gateway Center
Pittsburgh, PA 15222
412-594-2342
jcoletti@sel.com




Philip A. Bertocci, Esquire

Thu B. Tran, Esquire
Community Legal Services, Inc.
1424 Chestnut Street
Philadelphia, PA 19102
215-981-3702
jstein@@clsphila.org
pbertocci(@clsphiia.org
ttran(@clsphila.org

Daniel Clearfield, Esquire

Wolf, Block, Schorr & Solis-Cohen
2 Locust Street, Suite 300
Harrisburg, PA 17101
717-237-7173
dclearfield@wolfblock.com

Dated: March 28, 2005

Paul R. Bonney

Deputy General Counsel
Kent D. Murphy

Assistant General Counsel
PECO Energy Company

2301 Market Street

P. O. Box 8699

Philadelphia, PA 19101-8699
215-841-4252
paul.bonney(dexeloncorp.com

. .-

Scott Perry
Assistant Counsel
scperry(@state.pa.us

Commonwealth of Pennsylvania
Department of environmental Protection
RCSOB, 9th Floor

400 Market Street

Harrisburg, PA 17101-2301
717-787-7060

717-783-7911 (Fax)
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March 28, 2005
James J. McNulty

2 2 x
Secretary - % 3
Pennsylvania Public Utility Commission > 2 7l
Commonwealth Keystone Building DOCUMENT A —
400 North Street UFE E
P. O. Box 3265 FOLDER = = 5

Harrisburg, PA 17105-3265 =S >

= ot
Inre: Docket No. A-110550F0160

Joint Application of PECO Energy and Public Service Electric and Gas Company
Dear Secretary McNulty:

g.\?

Enclosed for filing on behalf of Philadelphia Gas Works are an original and three (3) copies of its
Petition io Intervene and Prehearing Conference Memorandum in the above matter. Copies of the
Petition to Intervene and Prehearing Conference Memorandum are being served upon the persons and

in the manner set forth on the Certificate of Services attached to each. Please enter the appearance of
matter.

Charles E. Thomas, Jr. and Thomas T. Niesen on behalf of Philadelphia Gas Works in regard to the

Very truly yours,

THOMAS, THOMALS, ARMSTRONG & NIESEN
By
Encl.

CC:

N 3

Certificate of Service (w/encl.)

Honorable Marlane R. Chestnut (w/enci.}

Steven P. Hershey, Esquire (w/encl.)
Denise Adamucci, Esquire (w/encl.)
@50328McNuity.wpd

R
Thomas T. Niesen



Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION

JOINT APPLICATION OF PECO : Docket No. A-110550F0160
ENERGY COMPANY AND PUBLIC :
SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF THE
MERGER OF PUBLIC SERVICE
ENTERPRISE GROUP
INCORPORATED WITH AND INTO
EXELON CORPORATION

PHILADELPHIA GAS WORKS BOCUMENT
TO INTERVENE FOL EH

AND NOW, comes Philadelphia Gas Works ("PGW"), by its attorneys, and,

pursuant to 52 Pa. Code §5.71, et seq., petitions to intervene in the above captioned
proceeding. In support of intervention with full party status, PGW submits the following:
1. The name and address of PGW are:

Philadelphia Gas Works
800 W. Montgomery Avenue
Philadelphia, PA 19122

2. The names and address of PGW'’s attorneys are:

Charles E. Thomas, Jr., Esquire

Thomas T. Niesen, Esquire

THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Strest

P. 0. Box 9500

Harrisburg, PA 17108-9500
cthomasjr@ttanlaw.com

tniesen@ttanlaw.com

Tel. No. {717) 255-7600

Fax No. (717) 236-8278



PGW also asks that copies of all documents be served on:

Steven P. Hershey, Esquire
Denise Adamucci, Esquire
Philadelphia Gas Works

800 W. Montgomery Avenue
Philadelphia, PA 19122
steven.hershey@pgworks.com
Tel. No. (215) 684-6668

Fax No. (215) 684-6628
denise.adamucci works.com
Tel. No. (215) 684-6745

Fax No. (215) 684-6798

3. On February 4, 2005, PECO Energy Company ("PECO") and Public
Service Electric & Gas Company ("PSE&G") filed a Joint Application with the Public
Ltility Commission ("Commission"} seeking Commission approval of the merger of
Public Service Enterprise Group, Inc. ("PSEG"), PSE&G's parent company, into Exelon
Corporation ("Exelon"), PECO's parent company, or, in the alternative, an order
declaring that Commission approvals are not required for the transaction. in Section F
of their Joint Application, Joint Applicants aver that benefits of the merger will include
diversification, financial strength and flexibility, expanded nuclear operations, sharing of
best practices, synergies, commitment to competition, impact of the merger on
employees and suppliers and impact on communities served.

4. PGW is a natural gas distribution company and, as a collection of assets
owned by the City of Philadelphia, a city natural gas distribution operation under the
Natural Gas Choice and Competition Act, Chapter 22 of tﬁe Public Utility Code, 66 Pa.
C.S. §2201, et seq. PGW provides natural gas distribution service within the City of
Philadelphia to approximately 510,000 customers, including 420,000 residential heating
customers. PGW is the largest natural gas distribution company in the Commonweaith

of Pennsylvania.
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PGW is also a significant customer of PECO Energy with an annual

electric expense to PGW that, for the last four years, has averaged more than $2 million.

6.

PGW has interests of such nature in this Joint Application proceeding that

its intervention is necessary or proper to the administration of the Public Utility Code.

Its interests may be directly affected by this proceeding and, as to those interests, PGW

may be bound by the action of the Commission. PGW's interests are not adequately

represented by existing participants.

7.

PGW'’s interests in and, indeed, its concerns with, the proposed merger

include, but may not be limited to, the following:

a.

The effect of the merger on the price and availability of natural gas
pipeline capacity into the Philadelphia regign. After the merger, Exelon,
through its PECO Energy and PSE&G subsidiary affiliates, will control
substantial market power with regard to the natural gas pipeline capacity
into the Philadelphia region. PGW is a purchaser of natural gas pipeline
capacity into the Philadelphia region and the price and availability of
pipeline capacity to serve its customers could be directly affected by the
proposed merger.

The effect of the merger on the spot market price of natural gas into the
Philadelphia reqgion. After the merger, Exelon, through its PECQO Energy
and PSE&G subsidiary affiliates, will have sufficient market power to
impact the delivery and price of spot market gas into the Philadelphia
region. PGW is a significant purchaser of spot market gas.

The effect of the merger on the price of electricity in the Philadelphia
reqgion as a result of possible increases in the price of natural gas in the
region and for other reasons.

The effect of the merger on the price of electricity to PGW. As a large
user of electricity, PGW's electricity costs will be impacted by the merger.

The effect of the merger on the public interest. The impact of the merger
on the natural gas supply and distribution market in the Philadelphia
region generally and PGW's service territory in particular and, ultimately,
retail competition in PGW's service territory must be evaluated.




f. Whether any substantial benefits will result to the gas and/or electric
markets as a result of the proposed merger. As recognized at Paragraph
21 of the Joint Application, the Pennsylvania Supreme Court has held that
those seeking approval of a utility merger must demonstrate that the
merger “will affirmatively promote the ‘service, accommodation,
convenience or safety of the public’ in some substantial way.” York v. Pa.
P.U.C., 449 Pa. 136, 295 A.2d 825, 828 (1972). The benefits of the
proposed merger to the gas and/or electric markets in the Philadelphia
region, if any, are unstated or unclear. The merger may actually be
detrimental to the gas and/or electric markets in the Philadelphia region.
Most affected could be the substantial number of PGW customers who
are middle or lower income customers.

PGW reserves the right to expand its matters of interest and concern as the proceeding
evolves.

8. PGW acknowledges that it is filing this Petition to Intervene after March
7, 2005, the date fixed for the filing of interventions in the notice published in the
Pennsylvania Bulletin on February 18, 2005. PGW submits, however, that good cause
exists for the Commission to accept its Petition to Intervene. See 52 Pa. Code §5.74.
The matter of the Joint Application is already the subject of several other petitions to
intervene and the granting of PGW's petition, accordingly, will not delay the orderly
progress of the matter. PGW was delayed in the filing of this Petition to Intervene
because, as a municipally owned entity, the process culminating in a decision to
intervene is complex and time consuming. While PGW's Petition to Intervene raises
matters which are not represented by other parties, its intervention will not shift the
burden of proof. The burden to prove substantial benefits from the proposed merger
remains with the Joint Applicants. See Re S.T.S. Motor Freight, Inc., 54 Pa. P.U.C. 343
(1980).

9. PGW will actively participate in the matter and requests full party status.



WHEREFORE, Philadelphia Gas Works prays that the Pennsylvania Public Utility

Commission grant this Petition to Intervene and grant Philadelphia Gas Works full party

Respectfully gubmitted,

B ’,‘.—-- -
Charles E. Thomas Jr., Esquire
Thomas T. Niesen, Esquire
THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Street, Suite 500
P.O. Box 9500
Harrisburg, PA 17108-9500

status in this matter.

Attorneys for
Philadelphia Gas Works

DATED: March 28, 2005






VERIFICATION
1, Steven P. Hershey, Vice President Communily [njtiatives, Philadelphia Gas
Works, hereby state that the facts set forth in the toregoing Petition to iniewene
are true and correct to the best of my knowledge, information and t_nelief and
that | expect to be able to prove the same at a hearing held in this matter, |
understand that the statemenis herein are made subject to the penalties of 18 Pa,

C.S. §4904 (relating to unsworn falsification to autherities).

AL P W

.Sfeven P. Hershey
Vice President Community initiatives







Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION

JOINT APPLICATION OF PECO
ENERGY COMPANY AND PUBLIC
SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF THE
MERGER OF PUBLIC SERVICE
ENTERPRISE GROUP
INCORPORATED WITH AND INTO
EXELON CORPORATION

Docket No. A-110550F0160

CERTIFICATE OF SERVICE

| hereby certify that | have this 28" day of March, 2005, served a true and correct

copy of the foregoing Petition to Intervene, upon the persons and in the manner set forth

below:

BY EMAIL AND FIRST CLASS MAIL

Honorable Marlane R. Chestnut
Administrative Law Judge 7
Pennsylvania Public Utility Commission
1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Paul Bonney, Esquire

PECO Energy Company
2301 Market Street

P.O. Box 8699

Philadelphia, PA 19101-8699

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

P.O. Box 1166

Harrisburg, PA 17108

Charles McPhedran, Esquire
Citizens for Pennsylvania's Future
1518 Walnut Street, Suite 1100
Philadelphia, PA 19102 -

Thomas P. Gadsden, Esquire
Anthony C. DeCusatis, Esquire
Morgan, Lewis & Bockius, LLP
1701 Market Street
Philadeiphia, PA 19103-2921

Daniel Clearfield, Esquire ,
Woalf, Block, Schorr & Solis-Cohen
212 Locust Street, Suite 300
Harrisburg, PA 17101

Craig Doll, Esquire

25 West Second Street

P.O. Box 403

Hummelstown, PA 17036-0403

Daniel W. Cantu-Hertzler, Esquire
Darlene D. Heep, Esquire

City of Philadelphia

Law Department

One Parkway Building, 16" Floor
1515 Arch Street

Philadelphia, PA 19102-1595



Richard P. Mather, Sr., Esquire
Pamela G. Bishop, Esquire
Scott Perry, Esquire

Department of Environmental Protection
Rachel Carson State Office Building, 9"

Floor
400 Market Street
Harrisburg, PA 17101-2301

Kenneth L. Mickens, Esquire
Robert V. Eckenrod, Esquire
Office of Trial Staff

Pennsytvania Public Utility Commission

Commonwealth Keystone Building
400 North Street

P. O. Box 3265

Harrisburg, PA 17105-3265

Karen S. Miller, Esquire

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

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

Todd S. Stewart, Esquire

Hawke, McKeon, Sniscak & Kennard
LLP

100 North Tenth Street

P.O.Box 1778

Harrisburg, PA 17105

Jan P. Paden, Esquire
David W. Francis, Esquire
Rhoads & Sinon LLP

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146

Barnett Satinsky, Esquire
Theodore H. Jobes, Esquire
Fox Rothschild LLP

2000 Market Street, 10" Floor
Philadelphia, PA 19103-3291

Tanya J. McCloskey, Esquire
James Mullins, Esquire
Office of Consumer Advocate
555 Walnut Street

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

Scott J. Rubin, Esquire
3 Lost Creek Drive
Selinsgrove, PA 17870-9357

Jesse A. Dillon, Esquire
PPL Services Corporation
Two North Ninth Street
Allentown, PA 18101

Carolyn D. Commons, Esquire
Commons & Commons LLP

2967 W. School House Lane, #1210
Philadelphia, PA 19144

W. Edwin Ogden, Esquire

Ryan, Russell, Ogden & Seltzer
1105 Berkshire Boulevard, Suite 330
Wyomissing, PA 19610-1222

A e

Thomas T. Niesen
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PENNSYLVANIA PUBLIC UTILITY COMMISSION :’; . s
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Administrative Law Judge P =
Marlane R. Chestnut, Presiding =

JOINT APPLICATION OF PECO
ENERGY COMPANY AND PUBLIC
SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF THE
MERGER OF PUBLIC SERVICE : JUN 1 8 2005
ENTERPRISE GROUP :

INCORPORATED WITH AND INTO :

OCUMEN;
EXELON CORPORATION

FOLDER

Docket No. A-110550F0160

PREHEARING CONFERENCE MEMORANDUM OF
PHILADELPHIA GAS WORKS

AND NOW, comes Philadelphia Gas Works (“PGW”), by its attorneys, and submits
this memorandum in connection with the Prehearing Conference scheduled to be held
in the above captioned matter on March 29, 2005, and in accordance with Administrative

Law Judge Marlane R. Chestnut's Prehearing Conference Order dated March 17, 2005.

I, History of Proceeding

This proceeding concerns the Joint Application of PECO Energy Company
("PECQ") and Public Service Electric & Gas Company ("PSE&G"), filed February 4, 2005,
seeking the approval of the Public Utility Commission (*Commission”) for the merger of
Public Service Enterprise Group, Inc. ("PSEG"), PSE&G's parent company, into Exelon
Corporation ("Exelon"}, PECC's parent company, or, in the alternative, an order declaring
that Commission approvals are not required for the transaction.
On March 28, 2005, PGW filed a Petition to Intervene in the proceeding. PGW

is a natural gas distribution company and, as a collection of assets owned by the City of



Philadelphia, a city natural gas distribution operation under the Natural Gas Choice and
Competition Act, Chapter 22 of the Public Utility Code, 66 Pa. C.S. §2201, et seq. PGW
provides natural gas distribution service within the City of Philadelphia to approximately
510,000 customers, including 420,000 residential heating customers. PGW is the iargest
natural gas distribution company in the Commonwealth of Pennsyivania.

PGW's address is as follows:

Philadelphia Gas Works
800 W. Montgomery Avenue
Philadelphia, PA 19122

The names and address of PGW'’s attorneys are:

Charles E. Thomas, Jr., Esquire

Thomas T. Niesen, Esquire

THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Street

P. 0. Box 9500

Harrisburg, PA 17108-9500
cthomasjr@ttanlaw.com

tniesen@titanlaw.com

Tel. No. (717} 255-7600

Fax No. (717) 236-8278

PGW also asks that copies of all documents be served on:

Steven P. Hershey, Esquire
Denise Adamucci, Esquire
Philadelphia Gas Works

800 W. Montgomery Avenue
Philadelphia, PA 19122
steven.hershey@pagworks.com
Tel. No. (215) 684-6668

Fax No. (215) 684-6628
denise.adamucci works.com
Tel. No. (215) 684-6745

Fax No. (215) 684-6798




ll. The Issues PGW Intends To Present

PGW has made no final determination as to the issues that it plans to litigate, but

is reviewing the following issues which are of interest and concern to it in regard to the

proposed merger:

a.

The effect of the merger on the price and availability of natural gas pipeline
capacity into the Philadelphia region. After the merger, Exelon, through

its PECO Energy and PSE&G subsidiary affiliates, will control substantial
market power with regard to the natural gas pipeline capacity into the
Philadelphia region. PGW is a purchaser of natural gas pipeline capacity
into the Philadelphia region and the price and availability of pipeline
capacity to serve its customers could be directly affected by the proposed
merger.

The effect of the merger on the spot market price of natural gas into the
Philadelphia region. After the merger, Exelon, through its PECO Energy
and PSE&G subsidiary affiliates, will have sufficient market power to
impact the delivery and price of spot market gas into the Philadelphia
region. PGW is a significant purchaser of spot market gas.

The effect of the merger on the price of electricity in the Philadelphia

region as a result of possible increases in the price of naturai gas in the
region and for other reasons.

The effect of the merger on the price of electricity to PGW. As a large user
of electricity, PGW'’s electricity costs will be impacted by the merger.

The effect of the merger on the public interest. The impact of the merger
on the natural gas supply and distribution market in the Philadelphia
region generally and PGW's service territory in particular and, ultimately,
retail competition in PGW's service territory must be evaluated.

Whether any substantial benefits will result to the gas and/or electric
markets as a result of the proposed merger. As recognized at Paragraph
21 of the Joint Application, the Pennsylvania Supreme Court has held that
those seeking approval of a utility merger must demonstrate that the
merger “will affirmatively promote the ‘service, accommodation,
convenience or safety of the public’ in some substantial way.” York v. Pa.
P.U.C., 449 Pa. 136, 295 A.2d 825, 828 (1972). The benefits of the
proposed merger to the gas and/or electric markets in the Philadelphia
region, if any, are unstated or unclear. The merger may actually be
detrimental to the gas and/or electric markets in the Philadelphia region.
Most affected could be the substantial number of PGW customers who are
middle or lower income customers.

-3-



PGW reserves the right to expand its matters of interest and concern as the proceeding
evolves.

lll. Witnesses and Subject of Testimony

PGW anticipates presenting one witness who will address the issues of interest
and concern identified above. As of the filing of this Prehearing Conference
Memorandum, PGW has not identified and cannot identify the witnesses it ultimately may
present at hearing. PGW respectfully reserves the right to present additional witnesses
as this matter develops. PGW will notify the parties of additional witnesses in a timely
fashion.

IV. Other Matters

Schedule and Discovery

PGW has not completed its review of the Joint Application and attachments. PGW
anticipates service of discovery after that review is completed. PGW will work with Judge
Chestnut and the other participants to create a procedural schedule for the matter.

Settlement

PGW is willing to participate in discussions with the other participants to attempt

to resolve this matter through amicable settiement.



Status
PGW will be an active participant in this matter.

Respectfully gubmitted,

By l,‘.u-.. 1/2/5-"-
Charles E. Thomas, Jr., Esquire
Thomas T. Niesen, Esquire
THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Street, Suite 500
P.O. Box 9500
Harrisburg, PA 17108-9500

Attorneys for
Philadelphia Gas Works

DATED: March 28, 2005






Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION

JOINT APPLICATION OF PECO
ENERGY COMPANY AND PUBLIC
SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF THE
MERGER OF PUBLIC SERVICE
ENTERPRISE GROUP
INCORPORATED WITH AND INTO
EXELON CORPORATION

Docket No. A-110550F0160

CERTIFICATE OF SERVICE

| hereby certify that | have this 28™ day of March, 2005, served a true and correct

copy of the foregoing Prehearing Conference Memorandum, upon the persons and in

the manner set forth below:

BY EMAIL AND FIRST CLASS MAIL

Honorable Marlane R. Chestnut
Administrative Law Judge
Pennsylvania Public Utility Commission
1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Paul Bonney, Esquire

PECO Energy Company
2301 Market Street

P.O. Box 8699

Philadelphia, PA 19101-8699

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

P.O. Box 1166

Harrisburg, PA 17108

Charies McPhedran, Esquire
Citizens for Pennsylvania's Future
1518 Walnut Street, Suite 1100
Philadelphia, PA 19102

Thomas P. Gadsden, Esquire
Anthony C. DeCusatis, Esquire
Morgan, Lewis & Bockius, LLP
1701 Market Street
Philadelphia, PA 19103-2921

Daniel Clearfield, Esquire

Wolf, Block, Schorr & Solis-Cohen
212 Locust Street, Suite 300
Harrisburg, PA 17101

Craig Doll, Esquire

25 West Second Street

P.O. Box 403

Hummelstown, PA 17036-0403

Danjel W. Cantu-Hertzier, Esquire
Darlene D. Heep, Esquire

City of Philadelphia

Law Department

One Parkway Building, 16™ Floor
1515 Arch Street

Philadelphia, PA 19102-1595



Richard P. Mather, Sr., Esquire

Pamela G. Bishop, Esquire

Scott Perry, Esquire

Department of Environmental Protection
Rachel Carson State Office Building, 9"
Floor

400 Market Street

Harrisburg, PA 17101-2301

Kenneth L. Mickens, Esquire

Robert V. Eckenrod, Esquire

Office of Trial Staff

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

P. O. Box 3265

Harrisburg, PA 17105-3265

Karen S. Miller, Esquire

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

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

Todd 8. Stewart, Esquire

Hawke, McKeon, Sniscak & Kennard
LLP

100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105

Jan P. Paden, Esquire
David W. Francis, Esquire
Rhoads & Sinon LLP

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146

Barnett Satinsky, Esquire
Theodore H. Jobes, Esquire
Fox Rothschild LLP

2000 Market Street, 10" Floor
Philadelphia, PA 19103-3291

Tanya J. McCloskey, Esquire
James Mullins, Esquire
Office of Consumer Advocate
555 Walnut Street

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

Scott J. Rubin, Esquire
3 Lost Creek Drive
Selinsgrove, PA 17870-9357

Jesse A. Oillon, Esquire
PPL Services Corporation
Two North Ninth Street
Allentown, PA 18101

Carolyn D. Commons, Esquire
Commons & Commons LLP

2967 W. School House Lane, #1210

Philadelphia, PA 19144

W. Edwin Ogden, Esquire
Ryan, Russell, Ogden & Selizer

1105 Berkshire Boulevard, Suite 330

Wyomissing, PA 19610-1222

/;é--a/.i/éu

Thomas T. Niesen *
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RYAN, RUSSELL, OGDEN & SELTZER-

SUITE 330
1105 BERKSHIRE BOULEVARD
WYOMISSING, PENNSYLVANIA 19610-1222

TELEPHONE: (610) 372-4761
FACSIMILE:  (010) 372-4177

HARRISBURG (}FFICE
Surre 101

800 NORTH THIRD STREET
HARRISBURG, PENNSYLYANIA

W, RYANRUSSELL.COM 19102.2025
March 28, 2005 L 7 2367816
Via UPS Overnight - :‘.:.CE@VEE}
MAR 2 § 2005

James J. McNulty, Secretary
Pennsylvania Public Utility Cgmmmsmn pa PR UTILITY COMMISELC,
Commonwealth Keystone Building SZCHETARY'S BUREAU
400 North Street, 2™ Floor

Harrisburg, Pennsylvania 17120

Re:  Joint Application of PECO Energy Company and Public Service Electric
and Gas Company for Approval of the Merger of Public Service
Enterprise Group Incorporated with and into Exelon Corporation
Docket No. A-110550F0160

Dear Secretary McNulty:

Enclosed please find an original and two (2) copies of the Prehearing
Memorandum on behalf of the FirstEnergy Companies in the above-referenced matter.
This document is being served upon all parties of record as per the attached Certificates
of Service.

If you have any questions, please contact me.

D 0 C U M E N T Very truly yours,

F 0 |_ D E R RYAN, RUSSELL, OGDEN & SELTZER LLP

Enclosures

WEQ:jab
2 RTL

c: As per Certificates of Service
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION, g, i UTILITY COMMISSIOR!
SECRETARY'S BUREAU

Joint Application of PECO Energy

Company and Public Service Electric :

and Gas Company for Approval of : Docket No. A-110550F0160
the Merger of Public Service Enterprise

Grow Incorporated withandinto DOCUMENT
FOLDER

PREHEARING MEMORANDUM OF FIRSTENERGY COMPANIES

Metropolitan Edison Company (“Met-Ed™), Pennsylvania Electric
Company (“Penelec™), Pennsylvania Power Company (“Penn Power™) and FirstEnergy
Solutions, Corp. (“FES"), herein referred to collectively as the “FirstEnergy
Companies”, through their attorneys, hereby submit this Prehearing Memorandum in
connection with the Prehearing Conference scheduled in the above-captioned matter
before Administrative Law Judge Marlane R. Chestnut (“ALJ”) for March 29, 2005.

A, Introduction

1. The above-captioned proceeding was initiated by the filing, on

February 4, 2005, of a Joint Application of PECO Energy Company and Public Service

Electric and Gas Company for Approval of the Merger of Public Service Enterprise

Group Incorporated with and into Exelon Corporation (“Joint Application™). Notice of

the filing was published in the Pennsylvania Bulletin, Vol. 35, No. 8, February 19,
2005.

2. The FirstEnergy Companies are all affiliates of FirstEnergy

Corp., a diversified energy services holding company headquartered in Akron, Ohio. Its

MOCKETER

JUL § 2005




seven electric utility operating companies comprise the nation's fifth largest investor-
owned electric system, serving 4.3 million customers within 36,100 square miles of
Ohio, Pennsylvania and New Jersey. Further details concerning the FirstEnergy
Companies were provided in their Petition to Intervene, filed March 11, 2005, which
also documents their interest in this proceeding and their eligibility to intervene, and
requests active party status for the FirstEnergy Companies.
3. Requests to intervene also were filed by the Office of Consumer
Advocate, this Commission’s Office of Trial Staff, the Office of Small Business
Advocate, the Department of Environmental Protection, the PPL Companies, several
energy user groups, labor parties, energy suppliers and others.
4. Legal counsel for the FirstEnergy Companies are:
W. Edwin Ogden
Ryan, Russell, Ogden & Seltzer LLP
Suite 330
1105 Berkshire Boulevard
Wyomissing, Pennsylvania 19610-1222

(610) 372-4761
eogdent@rvanrussell.com

Stephen L. Feld, Esquire
FirstEnergy Service Company
76 South Main Street

Akron, Ohio 44308

(330) 384-4573
felds@firstenergycorp.com

B. Issues and Evidence

5. The FirstEnergy Companies cannot at this time determine what
1ssues or sub-issues they may need to address. Their decision to seek intervention was

based on their review of the filing and the requested interventions by others that may



raise issues, or take positions on issues, that could differ from or could be inconsistent
with the positions the FirstEnergy Companies would take. Due to the possible breadth
of this proceeding, the requested participation by a variety of others raising issues that
could potentially impact the FirstEnergy Companies, and the possible extent to which
decisions in this case on various issues may be applied to other proceedings, the
FirstEnergy Companies have concluded that their intervention is required to protect
their interests. Among the issues raised by other parties’ intervention requests are:
whether (or the extent to which) this Commission’s approval of the merger is required
by law; what interests of others (including labor, energy users, energy providers and
energy suppliers) are entitled to consideration, in what manner and to what extent; and
whether (or to what extent) competitive market concerns need to be addressed.

6. The FirstEnergy Companies are prepared to participate in this
proceeding in a manner that does not interfere with the prompt adjudication of the case.
However, the FirstEnergy Companies are unable at this time, until further information is
developed, to determine the full extent of their participation or designate their
witnesses. The FirstEnergy Companies respectfully reserve the right to submit both
direct and rebuttal testimony in the event that they determine that such evidence is
necessary or appropriate to protect or advance their interests.

7. If the FirstEnergy Companies identify issues they need to address
as the proceeding evolves, they will promptly so notify the ALJ and the other parties,

and identify the witness{es) they intend to present.



s

8. The FirstEnergy Companies will cooperate in setting a procedural
schedule, and in otherwise participating in a manner consistent with a timely

completion of this proceeding.

Dated: March 28, 2005 %W

W. Edwin\S)g_c_igr

RYAN, RUSSELL, OGDEN & SELTZER LLP
1105 Berkshire Boulevard, Suite 330
Wyomissing, Pennsylvania 19610-12221
(610) 372-4761

Attorneys for Pennsylvania Power Company,
Metropolitan Edison Company, Pennsylvania
Electric Company and FirstEnergy Solutions,
Corp.
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Joint Application of PECO Energy

Company and Public Service Electric :

and Gas Company for Approval of : Docket No. A-110550F0160
the Merger of Public Service Enterprise

Group Incorporated with and into Exelon

Corporation

CERTIFICATE OF SERVICE

I hereby certify that T have served this day a copy of FirstEnergy Companies’
Prehearing Memorandum upon the persons and in the manner indicated below in
accordance with the requirements of 52 Pa. Code § 1.54.

Service by UPS Overnight, postage prepaid, addressed as follows:

ALJ Marlane R. Chestnut Thomas Gadsden, Esquire
Pennsylvania Public Utility Commission Morgan Lewis & Bockius LLP
1302 State Office Building 1701 Market Street

Broad & Spring Garden Streets Philadelphia, PA 19103

Philadelphia, PA 19130
Daniel Clearfield, Esquire

Paul R. Bonney, Esquire Wolf, Block, Schorr & Solis-Cohen LLP
Exelon Business Service Company 212 Locust Street, Suite 300
2301 Market Street Harrisburg, PA 19101

Philadelphia, PA 19103

Dated: March 25, 2005 m/

W. Edwin Ogdén—"

RYAN, RUSSELL, OGDEN & SELTZER LLP
1105 Berkshire Boulevard, Suite 330
Wyomissing, Pennsylvania 19610-1222

(610) 372-4761

Attorneys for Pennsylvania Power Company,
Metropolitan Edison Company, Pennsylvania
Electric Company and FirstEnergy Solutions,
Corp.
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Joint Application of PECO Energy
Company and Public Service Electric
and Gas Company for Approval of : Docket No. A-110550F0160
the Merger of Public Service Enterprise
Group Incorporated with and into Exelon

Corporation

CERTIFICATE OF SERVICE

I' hereby certify that I have this day served a copy of FirstEnergy Companies’
Prehearing Memorandum upon the persons and in the manner indicated below in
accordance with the requirements of 52 Pa. Code § 1.54.

Service by Electronic Mail and First Class Mail, postage prepaid, addressed as
follows:

Julie A. Coletti, Esquire Charis Mincavage, Esquire
Strategic Energy, LLC David M. Kleppinger, Esquire
Two Gateway Center McNees Wallace & Nurick
Pittsburgh, PA 15222 P.O. Box 1166

100 Pine Street
Kenneth L. Mickens, Esquire Harrisburg, PA 17108-1166
Robert V. Eckenrod, Esquire
Pennsylvania Public Utility Commission Todd S. Stewart, Esquire
Office of Trial Staff Hawke McKeon Sniscak & Kennard
400 North Street 100 North Tenth Street
Harrisburg, PA 17105 P.O. Box 1778

Harrisburg, PA 17105
Karen S. Miller, Esquire

Office of Small Business Advocate Craig A. Doll, Esquire

Suite 1102, Commerce Building 25 West Second Street

300 North Second Street P.O. Box 403

Harrisburg, PA 17101 Hummelstown, PA 17036-0403
Daniel W. Cantu-Hertzler, Esquire Roger E. Clark, Esquire

Darlene Heep, Esquire TRF Sustainable Development Fund
City of Philadelphia Law Department 718 Arch Street

One Parkway Suite 300 North

1515 Arch Street Philadelphia, PA 19106

Philadelphia, PA 19102-1595



Charles McPhedran, Esquire
Citizens for Pennsylvania’s Future
1518 Walnut Street, Suite 1100
Philadelphia, PA 19102

Jan P. Paden, Esquire

David W. Francis, Esquire
Rhoads & Sinon LLP

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146

Jesse A. Dillon, Esquire
PPL Services Corporation
Two North Ninth Street
Allentown, PA 18101-1179

Scott J. Rubin, Esquire
3 Lost Creek Drive
Selinsgrove, PA 17870

Jonathan M. Stein, Esquire
Philip A. Bertocci, Esquire

Thu B. Tran, Esquire
Community Legal Services, Inc.
1424 Chestnut Street, 4™ Floor
Philadeiphia, PA 19102-2505

Dated: March 28, 2005

2 o

Barnett Satinsky, Esquire
Theodore H. Jobes, Esquire
Fox Rothschild LLP

2000 Market Street, 10" Floor
Philadelphia, PA 19103-3291

Eric Joseph Epstein, pro se
4100 Hillsdale Road
Harrishurg, PA 17112

Carolyn D. Commons, Esquire
Commons & Commons, LLP

2967 W. School House Lane #1210
Philadelphia, PA 19144

Tanya J. McCloskey, Esquire
James A. Mullins, Esquire
Office of Consumer Advocate
555 Walnut Street

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

Richard P. Mather, Srt., Esquire

Pamela G. Bishop, Esquire

Scott Perry, Esquire

Commonwealth of Pennsylvania
Department of Environmental Protection
RCSOB, 9" Floor

400 Market Street

Harrisburg, PA 17101-2301

W. Edwin Ogden\"‘/

RYAN, RUSSELL, OGDEN & SELTZER LLP
1105 Berkshire Boulevard, Suite 330
Wyomissing, Pennsylvania 19610-1222

(610) 372-4761

Attorneys for Pennsylvania Power Company,
Metropolitan Edison Company, Pennsylvania
Electric Company and FirstEnergy Solutions,
Corp.
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McNees Wallace & Nurick we

attorneys at law

DAVID M KLEPPINGER
DIRECT DiaL: {(717) 237-5214
E-MAIL ADDRESS: DKLEPPINGER{@MWN.COM

March 28, 2005

VIA HAND DELIVERY

) James J. McNulty, Secretary
Pennsylvania Public Utility Cornmission

Commonwealth Keystone Building
400 North Street, 2nd Floor
Harrisburg, PA 17120

Joint Application of PECO Energy Company and Public Service Electric &

RE:
Gas Company for Approval of the Merger of Public Service Enterprise
Group, Inc., with and into Exelon Corporation; Docket No. A-110550F0160
Dear Secretary McNulty:

Enclosed for filing with the Commission are the original and three (3) copies of the City
of Philadelphia's ("City") Prehearing Memorandum in the above-referenced proceeding.

As shown by the attached Certificate of Service, all parties to this proceeding are being
duly served. Please date stamp the extra copy of this transmittal letter and kindly return it for our

filing purposes.
Very truly yours,

D 0 C U M E NT McNEES WALLACE & NURICK LLC
FOLDER o Lanadl M Koy
David M. Kleppinger
Chanis Mincavage

Counsel to the City of Philadelphia
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OF THE MERGER OF PUBLIC SERVICE
ENTERPRISE GROUP INCORPORATED
WITH AND INTO EXELON CORPORATION,
THE PARENT OF PECO ENERGY COMPANY

PREHEARING MEMORANDUM OF THE CITY OF PHILADELPHIA

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

The City of Philadelphia (“City”) files this prehearing memorandum in accordance with
the March 17, 2005 order of Administrative Law Judge Marlane R. Chestnut.

A. History of the Proceeding

1. Joint Applicants, PECO Energy Company (“PECO”) and Public Service Electric
& Gas Company (“PSE&G”) (together, the “Applicants”) filed a Joint Application for Approval
of Merger on February 4, 2005. The Applicants request that the Pennsylvania Public Utility
Commission (“PUC”) approve the merger of Public Service Enterprise Group, Inc. (“PSEG”),
PSE&G’s parent company, into Exelon Corporation (“Exelon”), PECO’s parent company.

2. On March 7, 2005, the City, a corporation and body politic organized and existing
as a city of the first class under the laws of the Commonwealth of Pennsylvania and the
Philadelphia Home Rule Charter, filed a Petition to Intervene.

B. Issues the City May Raise

3. In general, the City intends to raise issues affecting the cost, quality, and
environmental effect of electric and gas service should the merger go forward as planned. The
City will ask the Public Utility Commission to consider all evidence, both positive and negative,
and render a decision that will adequately protect and advance the interests of the public,
including the City and those who live, work, and/or do business here.

4. The City generally supports synergy savings, so long as the merged company
directs an appropriate portion of those savings to the public, including the City, and so long as
the PUC and other regulatory authorities take care to protect the City and the public against



higher prices and poorer service in the long term. The City has not yet determined whether it
will support or oppose the merger, with or without modifications.

5. The City is preliminarily concerned about PECQ’s proposal to sell or enter into
long-term leases of electric generating capacity. The details may well determine whether this
proposal would be pro-competitive and in the public interest.

6. PECO’s transmission infrastructure is aging in certain locations. Center City
Philadelphia has experienced two significant power outages recently. Any merger approval
should require specific commitments and assurances concerning reliability, such that in the
search for “synergy savings,” PECO will not adopt practices of other Exelon subsidiaries that
may have spared too much expense on maintenance, repair, and replacement.

7. PECO and Exelon have stated in their petition and in merger-related publicity that
they will maintain their substantial presence in the cities and communities they service, and a
strong presence in Philadelphia, including PECO’s headquarters. PECO and Exelon have also
publicly acknowledged that approximately 1400 positions will be eliminated through the merger,
however, and have not yet made binding commitments to maintain headquarters and specific
employment levels, including field forces, without disproportionate reduction in Philadelphia and
in Pennsylvania. The City may testify to the public interest in long-term, binding commitments.

8. The City may want to test PECO’s commitment to share and implement best
practices of PSE&G as well as current Exelon subsidiaries. For example, the City understands
that PSE&G’s practices in the areas of energy efficiency, Energy Star Homes, and clean energy
may provide a good model for improvements for PECO.

9. To serve the public interest, the PUC should ensure that PECO will continue and
enhance adequately funded and properly administered universal service programs.

10.  PECO and Exelon have stated in their petition and in merger-related publicity that
they will sustain their record of charitable giving, community involvement and promotion of
economic development. In order to verify and strengthen these commitments, the City may
testify to PECQ’s current and recent practices. City witnesses may also have some specific
proposals for enhanced giving and/or for the use of synergy savings that are not applied to rate
caps or rate reductions.

C. Witnesses and Subject of Testimony

11.  Itis not possible for the City at this time to identify every witness it may present
at evidentiary hearings in this matter. Experts, if any, will be retained later; and the City may
call more or fewer witnesses depending on whether other parties sufficiently raise and support
certain concerns and on how the merger proposal is developed and modified. However, it is
likely that the City’s witnesses on some or all of the above points will include at least some of
the following individuals (or their subordinates), all of which are currently employees of the
City. Listed are the positions it is expected these persons will fill at the time of their testimony,
if any:
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a. Kent R. Miller, Executive Director, Municipal Energy Office.

b. Michelle Knapik, Director of Energy Policy.

C. Lance Haver, Director, Mayor’s Office of Consumer Affairs.
d. Stephanie Naidoff, City Representative and Director of Commerce.
€. Maxine Griffith, Secretary for Strategic Planning and Executive Director,

City Planning Commission.
f. Patricia L. Smith, Director, Neighborhood Transformation.

g Joyce S. Wilkerson, Chief of Staff to Mayor John F. Street.

h. Pedro A. Ramos, Managing Director (designee).

i. Dianne Reed, Budget Director and Deputy Director of Finance.
3. Bernard B. Brunwasser, Water Commissioner.
k. Charles Isdell, Director of Aviaton.

The City reserves the right to modify and supplement the above on a reasonably timely
basis during the pendency of these proceedings.

D. Proposed Schedule and Discovery

The City has not yet proffered any discovery requests, as the City is still in the process of
reviewing PECQ’s filing, The City is willing to work with the other parties and ALJ Chestnut in
an attempt to formulate a procedural schedule, including scheduling and rules for discovery, that
will ensure the substantive and procedural rights of all parties.
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E. Settlement

The City is willing to participating in discussions with the other parties to resolve the

issues in this proceeding amicably.

Respectfully submitted,

THE CITY OF PHILADELPHIA
OFFICE OF THE CITY SOLICITOR

Qand . Caxa’

By:  Daniel W. Canta-Hertzler, Chief Deputy City Solicitor
Pa. Bar No. 47968
Darlene D. Heep, Senior Attorney
Pa. Bar No. 88947
City of Philadelphia Law Department
One Parkway Building, 16th Floor
1515 Arch Street
Philadelphia PA 19102-1595
215-683-5061/5170 215-683-5175 (fax)
daniel cantu-hertzler(@phila.gov
darlene.heep(@phila.gov

Of counsel:

Date: March 28, 2005

David M. Kleppinger

Charis Mincavage

McNees Wallace & Nurick LLC
100 Pine Street

Harrisburg, PA 17108
717-232-8000 (p)
717-237-5300 (1)
dkleppinger@mwn.com

cmincavage(@mwn.com




CERTIFICATE OF SERVICE

I hereby certify that I am this day serving a true copy of the foregoing document upon the

participants listed below in accordance with the requirements of Section [.54 (relating to service by a

participant).

VIA E-MAIL AND FIRST-CLASS MAIL

Tanya McCloskey, Esq.
James Mullins, Esq.

Office of Consumer Advocate
Forum Place, 5th Floor

555 Walnut Street
Harrisburg, PA 17101-1923

Kenneth L. Mickens, Esg.

Robert V. Eckenrod, Esq.

Office of Trial Staff

Pennsylvania Public Utility Commission
The Commonwealth Keystone Building
400 North Street, 2™ Floor
Harrisburg, PA 17120

Karen S. Miller, Esq.

Office of Small Business Advocate
Suite 1102, Commerce Bldg.

300 North Second Street
Harrisburg, PA 17101

Daniel Clearfield, Esq.

Wolf, Block, Schorr & Solis-Cohen LLP
212 Locust Street, Suite 300

Harrisburg, PA 17101

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

Todd S. Stewart, Esq.

Hawke, McKeon, Sniscak & Kennard LLP
100 North Tenth Street

P.O.Box 1778

Harrisburg, PA 17105

Richard P. Mather, Sr., Esq.

Pamela G. Bishop, Esq.

Scott Perry, Esq.

Department of Environmental Protection
Rachel Carson State Office Building, 9" Floor
400 Market Street

Harrisburg, PA 17101-2301

Jan P. Paden, Esq.

David W. Francis, Esq.
Rhoads & Sinon LLP

One South Market Square
P.O. Box 1146

Harrisburg, PA 17108-1146

Paul Bonney, Esq.

PECO Energy Company
2301 Market Street

P.O. Box 8699

Philadelphia, PA 19101-8699

Craig Doll, Esq.

25 West Second Street

P.O. Box 403

Hummelstown, PA 17036-6403

Charles McPhedran, Esq.

Citizens for Pennsylvania's Future <7
1518 Walnut Street, Suite 100 £ &
Philadelphia, PA 19102 RN
S =

Jesse A. Dillon, Esq. AP g
PPL Services Corporation &t i
Two North Ninth Street é‘*‘ = o
Allentown, PA 18101 2 e
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Certificate of Service 0
Docket No. A-110550F0160
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Daniel W. Canti -Hertzler, Esq.
Darlene D. Heep, Esq.

City of Philadelphia

Law Department

One Parkway Building, 16" Floor
1515 Arch Street

Philadelphia, PA 19102-1595

Barnett Satinsky, Esq.
Theodore H. Jobes, Esq.

Fox Rothschild LLP

2000 Market Street, 10" Floor
Philadelphia, PA 19103-3291

Scott J. Rubin, Esq.
3 Lost Creek Drive
Selinsgrove, PA 17870-9357

Julie Coletti, Esq.
Strategic Energy, LLC
Two Gateway Center
Pittsburgh, PA 15222

Carolyn D. Commons, Esq.
Commons & Commorns LLP

2967 W. School House Lane, #1210
Philadelphia, PA 19144

W. Edwin Ogden, Esq.

Ryan, Russell, Odgen & Seltzer
1105 Berkshire Boulevard, Suite 330
Wyomissing, PA 19610-1222

Jonathan M. Stein, Esq.

Philip A. Bertocci, Esq.

Thu B. Tran, Esq.

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

Roger E. Clark, Esq.

The Reinvestment Fund

718 Arch Street, Suite 300 North
Philadelphia, PA 19106-1591

o 1 | Lo

David M. K1 eppmger

Dated this 28" day of March, 2005 in Harrisburg, Pennsylvania,
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ra g g SECRE Julie A, Coletti
Twe Gateway Center, Pittsburgh, PA 15222 Assistant General Counsel
412-394-5600 Fax412-258-4866 www.sel.com 412-394-4356
jeoletti@sel.com
March 28, 2005

The Honorable Marlene R. Chestnut

Presiding Administrative Law Judge D 0 C U M E N T

1400 West Spring Garden Street
1302 Philadelphia State Office Building
Philadelphia, Pennsylvania 13190 F O L D E R

vJames J. McNulty, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building
400 North Street
Harrisburg, Pennsylvania 17120

Re:  Joint Application of PECO Energy Company and
Public Service Electric and Gas Company for
Approval of the Merger of Public Service Enterprise
Group Incorporated with and into Exelon Corporation
Docket No. A-110550F0160

Dear Judge Chestnut and Secretary McNulty:

Enciosed for filing in the above-captioned proceeding are an originai and
three (3) copies of Strategic Energy, LL.C’s Prehearing Memorandum.

I'have served a copy of this document via email and regular mail on all parties
to this proceeding, as shown on the attached Certificate of Service.

Respectfully submitted,

BT

Enclosures
cC: Certificate of Service
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SWPREHEARING CONFERENCE MEMORANDUM
OF STRATEGIC ENERGY, LLC

As directed by Administrative Law Judge Marlane R. Chestnut in the Prehearing
Conference Order dated March 17, 2005, Strategic Energy, LLC hereby submits this Prehearing
Conference Memorandum in the above-captioned proceeding involving the Joint Application of
PECO Energy Company (“PECO”) and Public Service Electric and Gas Company (“PSE&G”)
(collectively, the “Joint Applicants”) for approval of the merger of Public Service Enterprise
Group Incorporated (“PSEG”), the corporate parent of PSE&G, with and into Exelon
Corporation (“Proposed Merger”):

1. History of Proceeding.

On February 4, 2005, PECO and PSE&G filed a Joint Application asking the
Commission to issue a declaratory order to the merger of their corporate parents, PSEG and
Exelon Corporation, that does not require approval under Chapters 11, 22 and 28 of the Public
Utility Code of Pennsylvania, or in the alternative, that the Commission grant such approvals as

are necessary to permit the proposed merger to be consummated. The Joint Applications




included the written testimony of witnesses in support of the filing, including the testimony
William H. Hieronymus addressing the impact of the proposed merger on competition. On
February 18, 2005, a notice of the proposed Merger was published in the Pennsylvania Bulletin
requiring interested parties to file protests and motions to intervene on or before March 7, 2005.

In response to the February 18, 2005 notice, several parties filed notices or motions to
intervene in the proceeding, including Strategic Energy, LLC, which filed a Protest and Motion
to Intervene in this proceeding on March 11, 2005. On March 24, 2005, the Joint Applicant’s
filed an unverified Answer to Strategic’s Protest and Petition to Intervene containing false
statements of fact. Assuming Joint Applicants do not voluntarily agree to withdraw the Answer,
Strategic will be filing a Motion to Strike the Joint Applicant’s filing.

On March 17, 2005, ALJ Chestnut issued an order scheduling a prehearing conference in
this proceeding for March 29, 2005 and directing the parties to submit a pre-hearing
memorandum by 12:00 p.m. on March 28, 2005.

2. Issues to Be Addressed.

Strategic Energy, LLC intends to address the impact that the Proposed Merger will have
on the proper functioning of a competitive wholesale electricity market in the region in which
Pennsylvania is located and of a competitive retail electricity market in Pennsylvania. Among
other things, Strategic may address the following matters: (1) the relationship between the
wholesale market impacts of the Proposed Merger and the proper functioning of a fully
competitive Pennsylvania retail electricity market; (2) whether the divestitures proposed by the
Joint Applicants are adequate to mitigate the potential anticompetitive effects of the Proposed
Merger; (3) the impact that the Joint Applicants’ proposal would have on the cost of energy and

capacity, together with congestion, unless Joint Applicants’ market power is mitigated; (4) the



impact that Joint Applicants’ proposal would have on an EGS’ ability to acquire energy within
PJM and to supply low cost power to commercial and industrial customers within the PECO
service territory; (5) the impact of Joint Applicants’ combined computer systems interface with
an EGS in areas such as the provision of expeditious access to quality customer data, including
interval data and the Electronic Data Interchange process; (6) the impact of Joint Applicant’s
generation market power, especially in off-peak periods of time considering the caiJacity of Joint
Applicant’s fleet of nuclear plants; (7) the risk of Affiliate Abuse presented by Joint Applicant’s
proposal; and (8) the future plans, if any, for any retail arm of Joint Applicant’s (such as Exelon
Energy Company) in Pennsylvania.

3. Witnesses/Testimony.

Strategic Energy, LLC has not decided whether to present testimony at this time. If it
elects to present testimony, Strategic may present the testimony of Brian Vayda, Strategic’s
Manager of Regulatory Affairs for Pennsylvania. Mr. Vayda, a former employee of the PIM
Interconnection, LLC, is familiar with the Pennsylvania retail electricity market, PJM
Interconnection, LLC, the PJM transmission system, the operation of wholesale electricity
markets in PJM, and the relationship of the PJM wholesale electricity market to the Pennsylvania
retail electricity market. Strategic may also present the testimony of Michael Swider, Director of
Regulatory Affairs for Strategic Energy, LLC. Strategic reserves the right to present the
testimony of additional and different Strategic Energy employees or of other expert witnesses
who are also familiar with these issues. Among other things, Strategic may present testimony on
the proper functioning of a competitive wholesale electric electricity market in the region in
which Pennsylvania is located and the potential impact of the proposed Merger on a fully

competitive Pennsylvania retail electricity market.



4, Settlement Discussions.

At this time, Strategic has not participated in and is not aware of any settlement
discussions. However, Strategic is willing to attend and participate in any such discussions.

s. Discovery.

Strategic has not yet submitted any discovery requests in this proceeding, and is still in
the process of formuiating such discovery requests. Strategic is prepared to cooperate with the
other parties to avoid duplicative discovery requests.

6. Service and Telephonic Participation in Proceedgin.

Strategic suggests the establishment of an electronic service list to allow the electronic
submission of discovery requests, discovery responses and any pleadings that may be submitted
in this proceeding. Strategic understands that if an electronic service list is established, a hard
copy of all documents must still be served on the Administrative Law Judge consistent with
Paragraph 4 of the Administrative Law Judge’s Prehearing Conference Order. Strategic suggests
allowing participants and counsel to participate in any conferences or hearings conducted by the
ALJ regarding this docket by telephone. Of course, those participants and counsel who elect to
do so would assume risks associated with their election to participate by phone rather than in
person attendance.

7. Hearings.

Consistent with the proposed procedural schedule provided below, Strategic suggests one
week of evidentiary hearings, reserving an additional week for further testimony, if necessary.

8. Procedural Schedule.

In order to facilitate the process of developing a procedural schedule, Strategic accepts

the following schedule proposed by PPL:



Pre-hearing conference

Informal Discovery Conference with Joint
Applicants’ witnesses

Intervenor and PUC Trial Staff Direct testimony
Conference to explore possibility of settlement
Intervenor/Trial Staff cross-answering testimony

Joint Applicants Rebuttal Testimony to
intervenor and Trial Staff testimony

Intervenor/Trial Staff surrebuttal Testimony
Exchange proposed joint stipulation of issues
Last day for discovery requests

Final Joint Stipulation of Issues

Hearing commences (assumes 2 week of
hearing)

Simultaneous initial briefs — all parties
Simultaneous reply briefs — all parties

March 28, 2005

Date

March 29, 2005

April 12, 2005

June 7, 2005
June 14, 2005
July 5, 2005

August 2, 2005

August 30, 2005
September 20, 2005
September 27, 2005

Cctober 3, 2005

October 18, 2005
November 21, 2005

December 12, 2005

Re;;;;t/’ﬁjlly Subzitted,

Interval

14

56

21

28

28

21

34

21

Juli Colett, Esq.

Assistant General Counsel

Strategic Energy, LLC

Two Gateway Center
Pittsburgh, PA 15222
jcolettif@sel.com

412.394.4356 (work)

412.394.6681 (facsimile)
PA Attorney ID 69287
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and Public Service Electric and Gas Company

for Approval of the Merger of

Public Service Enterprise Group Incorporated :

with and into Exelon Corporation . Docket No. A-110550F0160

Certificate of Service

I hereby certify that on March 28, 2005, I served a copy of the foregoing document upon the
active participants listed below, in accordance with the requirements of § 1.54 (relating to service
~

by a participant):

JuliA. Coletti >

SERVICE LIST

Paul Bonney, Esquire

PECO Energy Company

2301 Market Sireet

P.O. Box 8699

Philadelphia, PA 19101-8699

215-841-4941 215-568-3389 (fax)

paul.bonneyi@exeloncorp com

Danicl Clearfield, Esquire

Wolf, Block, Schorr & Solis-Cohen

2 Locust Street, Suite 300

Harrisburg, PA 17101

717-237-7160 717-237-7161 (fax}
dclearfield@wolfblock.com

(Public Service Electric and Gas Company)

David M. Kleppinger, Esquire

Charis Mincavage, Esquire

McNees, Wallace & Nurick

100 Pine Strect

P.O. Box 1166

Harrisburg, PA 17108

717-232-8000 717-237-5300 (fax)
dkleppin@mwn.¢om

cmincavage@mwn.com

(Philadelphia Area Industrial Energy Users Group)

Craig Doll, Esquire
25 West Second Street

P.O. Box 403
Hummelstown, PA 17036-0403
717-230-9555 717-566-9901 (fax)

cdoll76342@aol.com

(Pepco Holdings, Inc. and subsidiaries)



Charles McPhedran, Esquire

Citizens for Pennsylvamia’s Future

1518 Walnut Street, Suite 1100

Philadelphia, PA 19102

215-545-9693 215-545-9637 (fax)

mephedran@pennfiture. orp

Daniel W, Cantu’-Hertzler, Esquire
Darlene D. Heep, Esquire

City of Philadelphia

Law Department

One Parkway Building, 6™ Floor

1515 Arch Street

Philadelphia, PA 19102-1595
215-683-5061 215-683-5175

darlene.he hila.gov

Richard P. Mather, Sr., Esquire

Pamecla G. Bishop, Esquire

Scott Perry, Esquire

Department of Envirenmental Protection

Rachel Carson State Office Building, 9" Floor
400 Market Strect

Harrisburg, PA 17101-2301

717-787-7060 717-783-7911 (fax)

rmather@state. pa.us
pbishop(@state.pa us
scpemy(@state. pa.us

Barnett Satinsky, Esquire

Theodore H. Jobes, Esquire

Fox Rothschild LLP

2000 Market Street, 10™ Floor

Philadelphia, PA 19103-3291

215-299-2088 215-299-2150 (fax)
bsatinsky(@foxrgthschild.com

(New Jersey Large Energy Users Coalition)

Kenneth 1., Mickens, Esquire

Robert V. Eckenrod, Esquire

Pennsylvania Public Utility Commission

Office of Trial Staff’

P.O. Box 3265

Harrisburg, PA 17105-3265

717-783-6184 717-772-2677 (fax)

kimickens(@state.pa.us
roeckenrod(@state.pa.us

Tanya J. McCloskey, Esquire

James Mullins, Esquire

Office of Consumer Advocate

5" Flpor, Forum Place

555 Walnut Strect

Harrisburg, PA 17101

717-783-5048 717-783:7152 {fax)

tmccioskevi@paoca.org
imullins@paoca.org



Karen S. Miiler, Esquire

Office of Small Business Advocate

Suite 1102, Commerce Building

300 North Second Street

Harrisburg, PA 17101

717-783-2525 717-783-2831 (fax)

karentili@statc.pa.us

Scott ]. Rubin, Esquire

3 Lost Creek Drive

Selinsgrove, PA [7870-9357

570-743-2233 570-743-8145 (fax)
scoltf@pubiicutilityhome.com

{Exeton Utility Coordinated Council Locals 614 and 777
of the International Brotherhood of Electrical Workers,
and Frank Kuders)

Eric Joseph Epstein

4100 Hillsdale Road

Harrisburg, PA 17112

717-541-1101 717-541-5487 (fax)

ericepstein@comeast.net

Jesse A. Dillon, Esquire

PPL Services Corporation

Two North Ninth Street

Allentown, PA 18101

610-774-5013 610-774-6726

jadillon@@pplweb.com

Todd S. Stewart, Esquire

Hawke, McKeon, Sniscak & Kennard LLP
100 North Tenth Street

P.O.Box 1778

Harrisburg, PA 17105

717-236-1300 717-236-4841
tsstewart@hmsk-law.com

(Direct Energy Services, LLC)

Carolyn D. Commons, Esquire

Commons & Commons LLP

2967 W. School House Lane, #1210

Philadelphia, PA 19144

215-849-4400 215-849-5555 (fax)
lawvers@commonslaw.com

{Energy Coordinating Agency of Phitadelphia, Inc.)

Jan P, Paden, Esquire

David W. Francis, Esquire

Rhoads & Sinon LLP

One South Market Square

P.O. Box 1146

Harrisburg, PA 17108-1146

717-233-5731 717-231-6600 (fax)
dfrancis@rhoads-sinon.com

(Amerada Hess Corporation)




W. Edwin Ogden, Esquire

Ryan, Russell, Ogden & Selizer

1105 Berkshire Boulevard, Suite 330

Wyomissing, PA 19610-1222

610-372-4761 610-372-4177
cogdenf@iryanrussell.com

(Metropolitan Edison Company, Pennsylvania Electric Company,
Pennsylvania Power Company, FirstEnergy Solutions, Corp.)

Jonathan M. Stein, Esquire

Philip A. Bertocci, Esquire

Thu B, Tran, Esquire

Community Legal Services, Inc.

1424 Chestnut Street

Philadelphia, PA 19102

215-981-3742 215-981-0434 (fax)
jstein@elisphila.org

pbertoccif@clsphila.orp

tran(@clsphila.org

{Action Alliance of Senior Citizens of Greater Philadelphia,
Association of Community Organizations for Reform Now,
Tenants” Action Group)

Roger E. Clark, Esquire

The Reinvestment Fund

718 Arch Street, Suite 300 North

Philadelphia, PA 19106-1591

215-574-5814 215-574-5914 (fax)

roger.clark@trfund.com




Vs i
McNees Wallace &-Kltrick 6
attorneys at law

DAVID M KLEPPINGER

DIRECT DIAL: (717) 237-5214
E-MAIL ADDRESS: DKLEPPINGEREMWN.COM

March 28, 2005
VIA HAND DELIVERY

James J. McNulty, Secretary
Pennsylvania Public Utility Commission

Commonwealth Keystone Building
400 North Street, 2nd Floor
Harrisburg, PA 17120

Joint Application of PECO Energy Company and Public Service Electric &

Gas Company for Approval of the Merger of Public Service Enterprise

RE: i
Group, Inc., with and inte Exelon Corporation; Docket No. A-110550F0160

Dear Secretary McNulty:
Enclosed for filing with the Commission are the original and three (3) copies of
Philadelphia Area Industrial Energy Users Group's ("PAIEUG") Prehearing Memorandum in the

above-referenced proceeding
As shown by the attached Certificate of Service, all parties to this proceeding are being

duly served. Please date stamp the extra copy of this transmittal letter and kindly return it for our

filing purposes.
Very truly yours,
McNEES WALLACE & NURICK LLC

DOCUMENT
> David M. Kleppmgeri E

FOLDER

Counsel to Philadelphia Area Industrial
Energy Users Group
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JOINT APPLICATION OF PECO ENERGY : o
COMPANY AND PUBLIC SERVICE : 7,
ELECTRIC & GAS COMPANY FOR :
APPROVAL OF THE MERGER OF : DOCKET NO. A-110550F0160
PUBLIC SERVICE ENTERPRISE :
GROUP, INC., WITH AND INTO :
EXELON CORPORATION : D O C U M E NT

—r
FOLDER
PREHEARING MEMORANDUM OF THE
PHILADELPHIA ARFEA INDUSTRIAL ENERGY USERS GROUP

As requested by Administrative Law Judge Marlane Chestnut ("ALJ Chestnut”) in her
Prehearing Conference Order of March 17, 2005, the Philadelphia Area Industrial Energy Users
Group ("PAIEUG") hereby submits this Prehearing Memorandum.

L. HISTORY OF THE PROCEEDING

On February 4, 2005, PECO Energy Company ("PECO" or "Company") and Public
Service Electric & Gas Company ("PSE&G") filed a Joint Application with the Pennsylvania
Public Utility Commission ("PUC" or "Commission") requesting approval of the merger of
Public Service Enterprise Group, Inc. ("PSEG"), PSE&G's parent company, into Exelon
Corporation ("Exelon")}, PECQO's parent company (jointly, "Companies"). The proposed
transaction contemplates PSEG merging with Exelon, resulting in Exelon becoming the ultimate
parent of PECO and PSE&G. PECO asserts that the merger will in no way diminish PECO's
aggressive pursuit of service excellence, but rather, will provide benefit to PECO customers
through the creation of a premiere utility serving seven million electric and two million natural

gas customers.




On February 16, 2005, PAIEUG filed a Petition to Intervene in this proceeding.
PAIEUG was a party to previous proceedings involving PECO, and a description of PAIEUG is
set forth in Paragraph 4 of PAIEUG’s Petition to Intervene in this proceeding. PAIEUG’s
Petition to Intervene is outstanding and awaits ALJ disposition.

II, ANTICIPATED ISSUES AND SUB-ISSUES

Generally, PAIEU.G members use substantial volumes of electricity and natural gas, and

a number of issues regarding the proposed merger concern and may directly impact the interest

of PAIEUG members. The following is a preliminary list of potential issues to be examined by

PAIEUG.

a. How the proposed merger will effect retail electric and natural gas competition
and the retail electric and natural gas markets in the Commonwealth of
Pennsylvania;

b. How the proposed merger will effect electric transmission and distribution
service rates;

C. How the proposed merger will effect PECO's nuclear decommissioning cost
adjustment surcharge;

d. What the potential affects of the market power resulting from the proposed
merger will be on the electricity markets;

€. Whether the mitigation measures proposed by the Companies to offset the
potential market power impact is adequate in light of the fact that Exelon would
control 29% of the total generation capacity in PJM after the merger;

f. Whether the Companies' proposal to rely mainly on "virtual divestiture" as the

mitigation plan is adequate in light of the fact that virtual divestiture 1s untested
and unprecedented;

g. Whether the Company's significant reliance on PJM's Market Monitoring Unit is
appropriate in light of the fact that PJM's monitoring and mitigation regime is
based upon a questionable and immature market model methodology;

h. Whether the calculation of the anticipated savings created by the synergy of the
merger, and the manner in which the realized savings would be appropriated
among customers, is just reasonable and non-discriminatory;



i. Whether the merged entity's utilization of interstate gas pipeline capacity for both
retail natural gas supply service and for fueling its electric generation can be
utilized to limit electric and gas competition or to increase clearing prices for
electricity in a locational marginal priced ("LMP") market where gas fired
generation is frequently at the margin; and

J- What effects the merger will have on the terms and conditions of PECO's electric
restructuring and natural gas restructuring settlements, which were entered into
pursuant to the Electricity Generation Customer Choice and Competition Act and
the Natural Gas Choice and Competition Act.

PAIEUG reserves the right to raise further issues as necessary and appropriate during the course
of the proceeding and to respond to issues raised by other parties.
II1. PROPOSED WITNESSES

PAIEUG tentatively expects to sponsor testimony regarding the aforementioned issues by
the following witnesses:

(a) Stephen J. Baron of J. Kennedy and Associates, Inc.; and

(b) Lane Kollen of J. Kennedy and Associates, Inc.
PAIEUG reserves the right to modify or supplement this witness list during the course of this
proceeding. In the event that PAIEUG decides to modify or supplement its witness list,
PAIEUG will inform the parties and the ALJ as soon as possible of the intended witnesses.
PAIEUG also intends to participate in this proceeding through the submission of discovery,
cross-examination of other parties' witnesses, and the submission of briefs, exceptions and reply
exceptions, if necessary.
Iv. PROPOSED SCHEDULE AND DISCOVERY

At this point in time, PAIEUG has not yet proffered any discovery requests; however,
PAIEUG is still in the process of reviewing PECQ’s filing and evaluating possible discovery

requests. PAIEUG is willing to work with the other parties and ALJ Chestnut in an attempt to



formulate a procedural schedule, including scheduling and rules for discovery, which will ensure
all parties’ due process rights are adequately addressed.

V. SETTLEMENT

PAIEUG 1s willing to participate in discussions with the other parties to amicably resolve

the issues in this proceeding.

Respectfully submitted,

MCNEES WALLACE & NURICK LLC

By %A—\
Dav1d M. Kleppmger

Charis Mincavage

100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
(717) 232-8000 (p)

(717) 237-5300 (f)
dkieppinger@mwn.com
cmincavage@mwin.com

Counsel to the Philadelphia Area Industrial
Energy Users Group

Dated; March 28, 2005



CERTIFICATE OF SERVICE

[ hereby certify that | am this day serving a true copy of the foregoing document upon the

participants listed below in accordance with the requirements of Section 1.54 (relating to service by a

participant).
VIA E-MAIL AND FIRST-CLASS MAIL
Tanya McCloskey, Esq. Richard P. Mather, Sr., Esq.
James Mullins, Esq. Pamela G. Bishop, Esq.
Office of Consumer Advocate Scott Perry, Esq.
Forum Place, 5th Floor Department of Environmental Protection
555 Walnut Street Rachel Carson State Office Building, 9" Floor
Harnsburg, PA 17101-1923 400 Market Street

Harrisburg, PA 17101-2301
Kenneth L. Mickens, Esq.

Robert V. Eckenrod, Esq. Jan P. Paden, Esq.
Office of Trial Staff David W. Francis, Esq.
Pennsylvania Public Utility Commission Rhoads & Sinon LLP
The Commonwealth Keystone Building One South Market Square
400 North Street, 2™ Floor P.O. Box 1146
Hammisburg, PA 17120 Harrisburg, PA 17108-1146
Karen S. Miller, Esq. Paul Bonney, Esq.
Office of Small Business Advocate PECO Energy Company
Suite 1102, Commerce Bldg. 2301 Market Street
300 North Second Street P.O. Box 8699
Harrisburg, PA 17101 Philadelphia, PA 19101-8699
Daniel Clearfield, Esq. Craig Doll, Esq.
Wolf, Block, Schorr & Solis-Cohen LLP 25 West Second Street
212 Locust Street, Suite 300 P.O. Box 403
Harrisburg, PA 17101 Hummelstown, PA 17036-6403
Eric Joseph Epstein Charles McPhedran, Esq.
4100 Hillsdale Road Citizens for Pennsylvania's Future
Harrisburg, PA 17112 1518 Walnut Street, Suite 100
Philadelphia, PA 19102 5
Todd S. Stewart, Esq. N a,
Hawke, McKeon, Sniscak & Kennard LLP Jesse A. Dillon, Esq. ﬁ‘\f’ \c'i;bq’
100 North Tenth Street PPL Services Corporation O":r-' gi"'
P.O. Box 1778 Two North Ninth Street o av _
Harrisburg, PA 17105 Allentown, PA 18101 5§ o S
NN



Certificate of Service .
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Daniel W. Cantu -Hertzler, Esq.
Darlene D. Heep, Esq.

City of Philadelphia

Law Department

One Parkway Building, 16™ Floor
1515 Arch Street

Philadelphia, PA 19102-1595

Bamett Satinsky, Esq.
Theodore H. Jobes, Esq.

Fox Rothschild LLP

2000 Market Street, 10" Floor
Philadelphia, PA 19103-3291

Scoftt J. Rubin, Esq.
3 Lost Creek Drive
Selinsgrove, PA 17870-9357

Julie Coletti, Esq.
Strategic Energy, LLC
Two Gateway Center
Pittsburgh, PA 15222

Carolyn D. Commons, Esq.
Commons & Commeons LLP

2967 W. School House Lane, #1210
Philadelphia, PA 19144

W. Edwin Ogden, Esq.

Ryan, Russell, Odgen & Seltzer
1105 Berkshire Boulevard, Suite 330
Wyomissing, PA 19610-1222

Jonathan M. Stein, Esq.

Philip A, Bertocei, Esq.

Thu B. Tran, Esq.

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

Roger E. Clark, Esq.

The Reinvestment Fund

718 Arch Street, Suite 300 North
Philadelphia, PA 19106-1591

Do 1140, -

David M. Kleppinger

Dated this 28" day of March, 2005 in Harrisburg, Pennsylvania.
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