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PECO STATEMENT NO. 4-R

REBUTTAL TESTIMONY OF LISA CRUTCHFIELD
I. INTRODUCTION

Please state you name and business address.

Lisa Crutchfield, 2301 Market Street, Philadelphia, PA 19103,

By whom are you employed, and in what capacity?
I am Vice President of Regulatory and External Affairs of PECO Energy

Company (“PECO” or the “Company”).

What are your responsibilities as Vice President of Regulatory and
External Affairs?
I am responsible for managing the Company’s regulatory, governmental

affairs, economic development and external affairs divisions.

Please briefly describe your educational background and industry
experience.

I am a graduate of Yale University and Harvard Business School. I have been
involved in the utility industry for about 15 years. I was Vice-Chairman and
Commissioner of the Pennsylvania Public Utility Commission from 1993 to
1997, which included the key penod during which retail competition

legislation was passed in Pennsylvania, and I was actively involved in the



10
11
12
13
14
15
16
17
18

19

crafting of that legislation. During my time on the Commission, I often served
as an expert witness before the United States Senate on industry restructuring
issues and before the Federal Energy Regulatory Commission on transmission
access issues. Subsequently I served as an executive at Duke Energy
Corporation, where I managed the utility’s energy policy and strategy division,
which was responsible for developing the corporation’s strategy on issues

related to restructuring the electric and gas industries.

Q. What is the purpose of your testimony?
My testimony will address 1ssues related to PECQ’s universal service programs
that were raised in the testimony of Mr. Harry Geller (Action Alliance, et al.
Statement No. 1); Ms. Barbara Alexander (Office of Consumer Advocate
Statement No. 4); and Senator Anthony H. Williams (Williams Statement No.
1). In addition, I will respond to testimony presented at the public input
hearings held in Philadelphia on June 30, 2005.' Finally, I will respond to OCA
witness Jerome D. Mierzwa’s recommendation (OCA Statement No. 3) that
PECO should be required to seek prior approval of any future change to the
structure of its gas procurement function or to the management of PECO’s

capacity and gas supply contracts.

' At the June 30, 2005 public input sessions, Senator Williams reiterated his written testimony. In
addition, several individuals testified who are associated with the groups on whose behalf Mr. Geller
submitted testimony. £.g., Action Alliance for Senior Citizens (Vivien Hansbury, Tr. 145-148);
ACORN (Donald Stokes, Tr. 150-153): Neighborhood Energy Centers (Diane B. Grimes, Tr. 159-164;
Annc Czajka, Tr. 186-190; Edward Lynch, Tr. 225-235; John Rowe, Tr. 245-248}; Conununity Legal
Services (Beverly Williams, Tr, 165-172, Maiia Adames, Tr. 191); Philadclplis Workers Benefit
Council (Elizabeth Signil, Tr. 178-185), ihe Energy Coordinating Agency (Maureen Mulligan, Tr. 250-
257); and Lance Haver (Tr. 173-78). PECO’s response to these individuals is largely incorporated in its
responses to the testimony of Mr, Geller, Ms, Alexander, and Senator Williams
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OVERVIEW OF UNIVERSAL SERVICES TESTIMONY AND
SUMMARY OF COSTS OF UNIVERSAL SERVICES
RECOMMENDATIONS

Please provide an overview of your testimony on universal service issues.
First, I explain throughout that PECQ has met the low-income commitments
that it made in the 2000 PECO/Unicom Merger Settlement Agreement
(“Merger Settlement”) (Exhibit LC-1) and other proceedings with respect to
universal service. (I have also attached a copy of PECO’s 1998 Restructuring
Settlement — the “Restructuring Settlement” -- as Exhibit LC-2 and a copy of
the 2002 Petition for Expedited Approval of Consensus Modifications to
PECO Energy Company’s Universal Service Program and Associated Tariff
Changes — the “Consensus Modifications” — as Exhibit LC-3.) While I
conclude that PECO has met its commitments, I also express PECO’s
continued commitment to do outreach to identify and enroll customers in the
PECO service territory that qualify to be on its CAP Rate. I also outline
PECQ’s continued commitment to emergency energy funds, known as

Hardship Funds.

Secondly, I point out th'at, in large part, the interveners are simply re-litigating
issues from the Consensus Modifications, which were agreed to by many of the
same parties that are litigants in this proceeding. In some cases, the interveners
are requesting that the Commissioﬁ%ddress issues in this merger proceeding

that have been or are being addressed in separate, generic, industry-wide
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proceedings. Neither practice is appropriate, especially as a condition to the

proposed merger.

Finally, I assess the arguments and programs angd look at PECO’s universal
service programs from both a public policy and business perspective, and
attempt to balance those views. I recognize that PECO’s universal service
programs are not perfect, and we are committed to continuing our work in the
area and to improve those programs. But those programs, as a whole, are very
robust, and in fact PECO provides some of the most extensive, broad-reaching
low-income assistance of any utility in the nation. And the programs have
grown significantly over the years, including the years since the PECO/Unicom

merger,

Have you estimated the cost of meeting the interveners’ universal service
recommendations in this proceeding?

To some extent. In the text of my testimony, I provide estimates of the cost of
many, but not all, of the interveners’ low-income proposals. All told, I have
totaled the costs of the interveners’ proposals of approximately $96 million to

$103 million, as summarized in the following table.
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Intervener Proposal

Source

Approximate Cost Over 4
years (Nominal)

CAP Rate — Raise
Discount Level to 800
kWh

Alexander, p. 38

$38 million

CAP Rate — Forgiveness of
Program Arrearages

Alexander, p. 40

$11 million

CAP Rate - Elimination of
$383 USF Surcharge

Alexander, p. 42

331 -- $38 mullion

MEAF “shortfall” payment | Geller, p. 24 $5 million

Annual MEAF Geller, p. 25 $8 million

contribution

7 additional CARES Geller, p. 27 $2.8 million

workers

Total* $95.8 -- $102.8 million

* Excludes consideration of Mr. Geller’s penalty provisions for the CAP

enrollment targets, which range from $0 to $200 million.

This table does not fully capture the costs of the interveners’ universal service

requests, as I found 1t difficult to quantify the costs of some of the proposals.

IIL

PECO’S CAP RATE PROGRAM

Q. Please provide background on PEC(Q’s Customer Assistance Program.

A. The Commission has stated that, according to the 2000 United States Census,

the Philadelphia area has approximately 260,000 households that make less

than 150% of the federal poverty level. Over the years, PECO has been able to

confirm that approximately 200,000 of those households are customers of

PECO. Presumably, the others are either in rental, landlord-tenant situations in

which they are not PECO’s customers, or have somc other arrangement so that
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they are not PECO’s customers. Of those approximately 200,000 low-income
customers, a significant percentage (but not all) have trouble making payments
on their utility bills. PECO’s Customer Assistance Program is designed to
assist that group -- low-income customers who are payment-troubled -- to

afford utility service.

PECO began its Customer Assistance Program in 1984. Twelve years later, in
1996, PECO had enrolled approximately 30,000 customers in the Customer
Assistance Program. In that year, PECO implemented a pilot CAP Rate,
initially Iimited to 10,000 customers. By early 1998 (the year in which PECO
entered into its Restructuring Settlement), the CAP Rate had become fully
subscribed to its 10,000 customer limit. PECO therefore agreed, as part of its
Restructuring Settlement, to transfer the 30,000 participants in the Customer
Assistance Program to the CAP Rate, and to expand participation in the CAP
Rate on an “open enrollment basis for all eligible customers™ to an “initial
maximum participation level” of 100,000 customers. PECO also was allowed
to initially recover $650 per year for each enrolled CAP Rate customer in
excess of 90,000 through a Universal Service Fund Charge (“USFC”) that is

assessed on residential customers. (Restructuring Settlement, 4 34).

Has enrollment in the CAP Rate increased since it was made broadly

available in 1998?
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Yes. From the initial 40,000 customer enrollment level at the time of the
Restructuring Settlement, the participation grew to about 83,000 customers by
March 2000. In that month, PECO entered into its Merger Settlement, in
which it agreed to continue to treat the CAP program as an “open enrollment
program for all customers,” but now with a “provisional maximum
participation level” of 125,000 customers. (Merger Settlement, § 34.) In the
Merger Settiement, PECO agreed, in negotiations, to give up some of the cost
recovery to which it was entitled under the terms of the Restructuring
Settlement. Now, for customers on the CAP Rate in excess of 90,000
customers, PECO would recover $383 per customer through the USFC instead
of the $650 previously agreed to. Under this iteration, CAP Rate participation
increased to approximately 99,000 electric customers and approximately
15,000 gas customers in 2004, making PECQO’s program the largest universal

service program in Pennsylvania and one of the largest in the nation.

In 2002, and pursuant to the Merger Settlement, PECO and many of the
Merger Settlement participants conducted another set of negotiations that led to
an agreement that came to be known as the Consensus Modifications, which
was subsequently approved by the Commission. In that process, the parties
reviewed the report and recommendations of Dr. Gil Peach with respect to a
“Special Needs” program for PECO’s most vulnerable customers (those with
household income at or below 50% of the federal poverty level). Afier months

of discussion and negotiation, the parties submiitted the Consensus
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Modifications to the Commission, setting forth their agreement to proceed with
revisions to PECO’s CAP Rate and other elements of PECO’s universal
services programs. In particular, the Consensus Modifications created three
new levels to PECO’s CAP Rate — levels A, B, and C — which are collectively
known as the Special Needs component of PECO’s CAP Rate. These new
CAP Rates are available to customers with household income at or below 50%
of the federal poverty level. (The existing CAP Rates Levels 1 and 2 became
CAP Rate Levels D and E, and are available to customers with income up to

150% of the federal poverty level.)

What challenges to PECO’s CAP Rate have been raised by interveners?
In this proceeding, the interveners have challenged PECO’s CAP Rate in two
primary ways. First, they assert that PECO has not taken sufficient steps to
ensure enrollment in the CAP Rate; second, they contend that the CAP Rate 1s
not affordable to many current or prospective enrollees. I will respond to both

of those claims.

A. CAP RATE ENROLLMENT LEVELS -- PECO’S
COMMITMENTS
How have the interveners challenged the CAP Rate enrollment levels?
In a number of ways. Throughout the testimony of Senator Williams, Mr.
Geller and Ms. Alexander, claims are made that PECQ did not meet enrollment

“commitments™ or “expectations” from the Merger Settlement. In addition.
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they note the low level of participation in PECO’s CAP Rate A. Irespond to
both of those concerns in this section of my testimony. In the next section, I

address their proposals to increase enrollment levels.

Q. In his testimony (p. 16), Mr. Geller claims that PECO made a commitment
in the Merger Settlement to increase enrollment in the CAP Rate to
125,000 customers. Senator Williams makes a similar claim on page 3 of
his testimony. Do you agree with that characterization of the Merger

Settlement?

A. No. 125,000 was clearly a provisional maximum enrollment limit, not a goal

or commitment to achieve. The settlement documents, which I quoted earlier
in my testimony, are quite clear on this point. In both settlements, PECO was
granted the right to recover certain CAP Rate costs from its remaining
residential cﬁstomers, once CAP Rate participation exceeded 90,000
customers. The “maximum enrollment levels” — whether the “initial maximum
enrollment” level of 100,000 in the Restructuring Settlement or the
“provisional maximum enrollment” level of 125,000 in the Merger Settlement
— were simply stop points that would allow all of the parties to reconsider the
parameters of the Customer Assistance Program. PECO was not required to
attain these enrollment levels; the plain language of the Settlements (“initial
maximum” and “provisional maximum”) clearly contemplates the possibility

that PECO would not reach the 125,000 enroliment figure.”

® Inher deposition testimony, Ms. Alexander was asked whether, pursuant to the Merger Settlement,

PECO was required 1o enroll 125,000 customers in its CAP Rate and ultimately stated: *. . . based on
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Mr. Geller, Ms. Alexander, and Senator Williams also claim that PECO is
required, by the Consensus Modifications, to enroll 40,000 customers in
the Special Needs component of its CAP Rate — that is, levels A, B, and C.
Do you agree with that characterization?

No. The 40,000 figure was based on PECO’s 2000 estimate of the number of
customers in its service territory earning below 50% of the poverty level. We
reported the number to the Commission in our Universal Services Reporting
document covering that year. PECQ developed this estimate at a time when it
had no income-stratified data for its low-income population, and it was
therefore very imprecise. In 2001, our estimate dropped to approximately
26,000 customers in this category. In the Consensus Modifications, the
40,000 customer limit for the Special Needs Program “open enrollment
program” is described as having a “provisional maximum participation level”
of 40,000 customers. That plain language clearly contemplates the possibility
of fewer than 40,000 customers being enrolled in the Special Needs component

of the CAP Rate.

The Consensus Modifications do note {(p. 10): “That 40,000-customer
enrollment target may be increased by PECO after consultation with the
LIURP advisory committee when that level is reached.” Notwithstanding this
reference to a “target,” I do not believe that the Consensus Modifications

committed PECO to move 40,000 customers to the Special Needs portion of its

this paragraph [24 of the Merger Settiement] I do not see that that requirement is here.” Alexander
Deposition Transcript pp. 97-99, attached as Exhibit £.C-4

10
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CAP Rate. The Special Needs components of the CAP Rate — levels A, B, and
C -- are available only to customers whose income is below 50% of the federal
poverty level, and under the terms of the Consensus Modifications a customer
may only be on a Special Needs component of the CAP Rate if the customer’s
income has been verified as being at that level. It is these income eligibility
conditions, not a target enrollment level, that drive the amount of enrollment in

the program.

PECO has undertaken substantial efforts since the Consensus Modifications
became effective to identify and enroll customers in the Special Needs
components of the CAP Rate. PECO spent most of 2004 conducting income
verification and assigning customers to their proper CAP Rate level, depending
upon their level of verified income. (During the implementation of the
Consensus Modifications, PECO consulted with vanous interveners on its
income verification process.) PECO sent letters to over 100,000 customers
whom it identified as low-income, requesting income verification. A full year
of follow-up, processing, and implementation resulted in approximately 14,000
customers to date with verified incomes below 50% of the federal poverty
level. PECO moved al] of those customers to CAP Rate A, B, or C, which
collectively are the Special Needs component of the CAP Rate. While these
efforts have not met Mr. Geller’s expectations, the fact that there are 14,000
customers receiving the benefits of these steeply discounted rates is a testament

to these earnest enrollment efforts.

bl
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In addition, PECO has undertaken training programs for the LIURP Advisory
Committee and other entities with respect to this new program. In that regard,
I was surprised by the public input testimony of the Community Legal Services
(“CLS”) paralegals and Neighborhood Energy Center (“NEC”) representatives
who testified that they do not have information on PECO Special Needs
components. (One CLS witness even testified that, until a few weeks before
testifying, she was not aware of the existence of the Special Needs
components.) CLS and several of the NECs have seats on PECO’s LTURP
Advisory Committee, where implementation of the Special Needs program was
regularly discussed. PECO did substantial public outreach, including
workshops, seminars and lectures, senior fairs, conferences, organizational
partnerships, religious faith-based partnerships, medical senior assistance
partnerships, governmental affairs meetings, and advisory meetings. Qur
records show that PECO did outreach on the Special Needs program to the
Utility Emergency Services Fund (an NEC) on March 12, 2004 and November

5, 2004 and that it met with CLS for the same reason on November 1, 2004.

It is clear that this training somehow did not connect with these organizations.
I have therefore instructed PECO’s Universal Services group to offer

additional training to the entities and individuals who testified at the hearing.

Mr. Geller claims (p. 6) that there has been a significant decline in

universal services being provided to the most vulnerable population, with
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PECO estimating in 2001-02 that it had an average of 32,543 customers
with income of 50% of the federal poverty level or below, but only about
14,000 customers in CAP Rates A, B and C. He implies that the remaining
customers are not being helped by PECO’s universal services programs.
Do you agree?

No. None, or virtually none, of the 32,543 customers referred to by Mr. Geller
was removed from the CAP Rate. The 32,543 figure appears to be the average
of PECQO’s estimates of the number of its customers with income below 50% of
the federal poverty level for 2000 (39,469) and 2001 (25,587). The high
variability between those two estimates, separated by only a year, underscores
that the estimates were based upon non-income-stratified data and were soft
eétimates. That 1s why an effort was undertaken to verify those income levels
on a customer-by-customer basis. After a year’s work, we have confirmed that
approximately 14,000 of our CAP Rate customers have income below 50% of
the federal poverty level, and have moved those customers to CAP Rates A, B,
or C. The remaining 18,000 or so customers continued to qualify for CAP
after income verification and were left on CAP Rates D or E because their
income was between 50-150% of the federal poverty level. The only
individuals who were removed from the CAP Rate altogether were those
individuals for whom PECO verified that their income was above 150% of the
federal poverty level, and who are therefore not eligible for the CAP Rate. Far
from being a decline in participation by those below 50% of the federal poverty

level, as Mr. Geller asserts, what we have seen is essentially all ol those
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customers staying on the CAP Rate at a level at least equivalent to their 2001-
02 discounts, and nearly 14,000 of them moved to a more attractive rate. Their
income eligibility to move to the more attractive rates was verified by PECO’s

aggressive outreach in 2004,

Has PECO enrolled all customers in its service territory whose income is
below 50% of the federal poverty level in the Special Needs components of
its CAP Rate?

I doubt it. We nearly doubled enrollment in the Special Needs components in
the first two months of 2005, and the enrollment has continued to increase
since then. It is difficult to know where the upper himit of enrollment will be
for the Special Needs components, but for now PECO is proceeding with
additional outreach on the assumption that there are still customers who will
qualify for Rates A, B, or C when we locate and identify them. We are,
however, in the more difficult phase of the outreach. Every CAP Rate
customer has received at least one communication requesting income
verification data, and the first responders have all been verified and, if eligible,
moved to new rates. We also have done substantial follow-up beyond the
initial contact, including thousands of phone calls and discussions. Although

our aggressive outreach continues, the rate of enrollment growth is slowing.

Mr. Geller, Ms. Alexander and Senator Williams note that less than 20

customers are currently enrolled in CAP Rate A, although it has an
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eligibility cap of 7,500 customers. Are you satisfied with PECO’s progress
in identifying customers who are eligible for CAP Rate A?

No. In 2004, we focused on income verification for large numbers of
customers. CAP A verification requires not only income verification, but
verification of a customer’s extenuating circumstances, which typically are
more complex and lifestyle related. While I believe that was the correct
decision, primarily because it allowed us to identify 14,000 customers who are
currently benefiting from lower rates due to that effort, it does not seem to have
been conducive to locating CAP Rate A customers. I have instructed PECO’s

Universal Services team to conduct a mid-program assessment of our efforts in

this area.

Ms. Alexander recommends (p. 6) that PECO should eliminate the
requirement that a customer demonstrate an inability to maintain at least
two CAP Rate B payment agreements before becoming eligible for CAP
Rate A. Do you have any response?

PECO used that criterion for some of its decisions in 2004. Since CAP Rate A
is designed to assist customers who have the greatest financial vulnerability,
we believed that we would have greater success identifying eligible CAP Rate
A customers if we focused on those who were failing at CAP Rate B, which 1s
itself a very attractive rate with an 85% discount for the first 500 kWh.
However, the numbers speak for themselves, and we obviously need to take a

new approach to this component of our CAP Rate. I have instructed the
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Universal Services team to evaluate Ms. Alexander’s suggestion in its mid-

program assessment.

Mr. Geller recommends {pp. 16, 21) that PECO be required to make
contributions to Hardship Funds if PECO fails to meet certain enrollment
levels in PECQO’s CAP Rates. Please comment.

Mr. Geller has recommended “targets” for both the CAP Rate as a whole
(125,000 customers) and for the Special Needs components of the CAP Rate
{40,000 customers). He recommends that, for every 500 enrollees that PECO
falls short of those goals, it should be required to make a $500,000 contribution

to a Hardship Fund each October 1.

The amount of contributions being contemplated here is staggering. For
example, if the enrollment in PECO’s program were to virtually meet Mr.
Geller’s goals — say to an enrollment of 109,000° customers in its CAP Rate
and 39,000 customers in Special Needs — by October 1 of next year, Mr.
Geller’s recommendation would still result in a $2 million contribution. That
strikes me as being a fine or penalty, rather than a chanitable contribution. A
“miss” of 5,000 enrollees in each category — that is, 105,000 CAP Rate

enrollees, of which 35,000 are in the Special Needs component — would result

|

* Mr. Geller recommends that PECO be required to increase the size of its CAP Rate enrollment by 10%
per year until it reaches 125 000. Using a norminal base enrollment of 100,000, the Geller target for year
one woalld be 110,000 enrollees.
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in a contribution of $10 million per year. If PECO’s enrollment levels were to
remain approximately as they are today, Mr. Geller’s penalties would be $50
million annually, based on missing his perceived CAP Rate target by 25,600

customers and his perceived Special Needs target by 25,000 customers.

PECO does not agree to make these dramatically increased charitable
contributions. Aside from the fact that they are tied to failure to achieve
“targets” that do not exist, these penalties do not address the enrollment issue.
Rather than seeking to fine PECO when enrollment does not meet their
expectations, Mr. Geller, the Neighborhood Energy Centers, and other soctial
service agencies and advocates should take that opportunity to make a
commitment themselves — a2 commitment to refer to PECO every eligible

customer of which they become aware.

B. CAP RATE - ENHANCING ENROLLMENT

Aside from the CAP Rate A issues discussed earlier in your testimony, did
the interveners make any other suggestions of ways to increase enrollment
levels in the CAP Rate program?

Yes. Senator Williams recommends (p. 4) that PECO should conduct
additional outreach, utilizing resources of outside agencies and increasing the
education component of its outreach matenials. Ms. Alexander generally

recommends (pp. 6-7) that we conduct additional outreach targeted to the

17
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potential hurdles for the most vulnerable customers. She also proposes (p. 6)
that PECO rely upon data from social service agencies to identify certain
income-strata populations and target them for communications and outreach
programs. Both Ms. Alexander and Mr. Geller recommend that PECO accept

data from those agencies as proof of income level.

What is your reaction to these recommendations?

We intend to condgct additional outreach targeted to our most vulnerable
customers. We also will contact social service agencies to pursue the ideas
suggested by Senator Williams and Ms. Alexander. However, I note that
during our 2004 Special Needs implementation, we concluded that the
information available from social service agencies at that time was not
sufficiently income-stratified to allow PECO to properly identify customer
income level for verification of Special Needs’ eligibility, and PECO therefore
cannot commuit to using the data for a particular purpose until we review the
current state of the data. However, I anticipate using the data, at a minimum,

to help target our communications and outreach programs.

[ would like to note in relation to the use of social service agency data that, in
his testimony, Mr. Geller claims (p. 20) that PECO previously agreed to
“Accept as adequate proof of income a customer’s receipt of a Low Income
Home Energy Assistance Program (I.LIHEAP’) grant, citing to the Consensus

Modifications. The relevant portion of the Consensus Modifications (p. 11)

18
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clearly states that PECO agreed “to evaluate” whether to accept LIHEAP
grants as proof of income. PECO is continuing that evaluation as the programs

in the Consensus Modifications continue to grow.

C. CAP RATE - AFFORDABILITY ISSUES

Mr. Geller, Ms. Alexander and Senator Williams make several
recommendations regarding the affordability of PECO’s CAP Rate.
Please comment.
These precise issues were negotiated by most of these same parties in 2002,*
and the result of those negotiations was the Consensus Modifications, which
were specifically designed to address issues of affordability. (Consensus
Modification, pp. 19-22.} In fact, the Consensus Modifications itself states (p.
22):
Accordingly, along with the other modifications proposed for the CAP
Rate program concerning income verification and medical certification
policy, the Company’s CAP Rate program is consistent with the
Commission’s regulations and should address the concerns expressed
by the Commission with respect to the affordability of the CAP Rate
program for all CAP eligible customers, including those with the lowest
Incomes.

The Special Needs component of the CAP Rate and the other aspects of the

Consensus Modifications are young programs. It is premature to abandon that

? Senator Williams was not a part of the Consensus Modifications discussions. Affordability issues
were also raised by several individuals al the public input hearings, some of whom were part of the
Consensus Modifications discussivns. This section of my testimony alsu 1esponds to the affordability
concerns raised by those witnesses. including Ms. Williams, Ms. Adamcs, Ms, Hansbury, and Mr.

Stokes.
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effort. Indeed, the Consensus Modifications stated (pp. 15-16) — and the /
Commission subsequently ordered — that this program would be evaluated in
the fall of 2005 and spring of 2006 to determine whether PECO has attained
the proper level of affordability in its universal services programs. As the
Commission’s April 15, 2004 Order on PECO’s Universal Service and Energy
Conservation Plan Submission clearly stated {(p.7):
Finally, as part of the consensus modifications approved at Docket No.
R-00027870, PECQ is required to submit an evaluation of its umversal
services program to the Commission no later than May 1, 2006. As
part of that evaluation, an independent evaluator will determine if
PECOQ’s program payments comply with the CAP Policy Statement.
The findings from this independent evaluation, combined with
consideration of both historical universal service program data and the
results of the Commission’s review of informal complaints, will enable
the Commission to determine if PECO’s revised CAP payment plan
complies with the intent of 66 Pa. C.S. § 2802(10) and § 2804(9).
In short, the Consensus Modifications — which were agreed to by the OCA,
Action Alliance, and the Public Utility Law Project (“PULP,” of which Mr.
Geller is Executive Director) — clearly contemplate waiting until May 2006 to
evaluate whether or not the Consensus Modifications are successful at attaining
affordability.” The interveners are asking to short~circuit that process, reneg on
the Consensus Modifications, and implement a substitute program -- all before

the Commission-ordered evaluation of the Consensus Modifications is even

scheduled to begin. This is premature, duplicative of an existing Commission

1 question Mr. Geller’s claim {p. 15) that PECO has been informed of the defects in its CAP program
and “has failed to take appropricic action”” Mr. Geller and others informed PECO of what they
considered to be defects in tlic progiam, and then PECO worked willy tiose entities to craft the
Consensus Modifications to adilress those defects.  If Mr. Geller felt that the Consensus Modifications
were a “fail[ure] to take appropriate action,” the place to say that was in the Consensus Modifications
proceeding.
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process, directly contrary to the Commission’s order, and is unrelated to this

merger proceeding.

Mr. Geller claims (p. 12) that the Commission has twice found that
PECO?’s universal services programs do not meet the affordability
requirements of 66 Pa. C.S. § 2802(10) or the CAP Policy Statement.
Please comment.
Both of those Commission statements applied to PECQO’s universal services
programs as they existed prior to the Consensus Modifications. It was because
of those statements by the Commission — and the Merger Settlement
commitments -- that PECO met with the OCA, Action Alliance, PULP, and
others to craft a method of attaining affordability. That method was the
Consensus Modifications, including the rate discounts of the Special Needs
component of the CAP Rate. As the Commission stated in its March 6, 2003
Order accepting the Consensus Modifications (p. 5):
As a result of numerous meetings and consideration of the findings of
Peach, PECO and the LIURP Advisory Committee developed a
mutually satisfactory consensus agreement (Consensus Modifications)
concerning the modifications needed to be made to PECO’s Universal
Services Programs.
Mr. Geller recommends (p. 4) that PECO be required to adopt a
Percentage of Income Program. Please comment.
This is one of the recommendations from the evaluation done by Dr. Peach

prior to implementation of the Consensus Modiiications. The Consensus

Modifications negotiators considered that alternative, but reached the
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“mutually satisfactory” Consensus Modifications instead, which continued the
rate discount approach that PECO had been using for some time. The
Commission approved that approach. The Special Needs component to the
CAP Rate has hardly had time to be implemented, nor has there been time to
study its effectiveness, yet Mr. Geller already advocates abandoning it. 1
believe that we should continue on the Special Needs course, as agreed to by
the Consensus Modifications participants and approved by the Commission.
Otherwise, the entire CAP infrastructure would have to be changed to a more
complex, tedious, and time-consuming approach of determining and applying
individual rates for about 100,000 low-income customers. Such an effort
would include new IT programming, billing, staffing, customer outreach and
enroliment, and other intermal procedures that would entail substantial

overhead and cost to PECO and its customers.

I also note that the Commission’s Guidelines on CAP Design Elements at 52
Pa. C.S. § 69.265 clearly contemplate that CAP payment plans should be based
on “one or a combination of” a listed series of alternatives. Percentage of
income programs are one alternative; rate discounts are another alternative that
is allowable under the guidelines. PECO has chosen the rate discount
alternative; that choice was embodied in the Consensus Modifications and
approved by the Commission; and it will be evaluated in 2005-06 per

Commission order.
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Mr. Geller claims (pp. 12-13) that the PUC CAP design elements establish
maximum CAP payment guidelines, which he then lists. Do you agree
with his characterization?

No. The payment guidelines that he lists are part of the definition of a
Percentage of Income program. They are not applicable to a rate discount

program, such as PECO’s CAP Rate.

What other proposals have the interveners in this proceeding made with
respect to the affordability of PECO’s universal service program?

Both Mr. Geller and Ms. Alexander discuss increasing the kWh limits at which
certain discounts are available. Mr. Geller, Ms. Alexander and Senator
Williams also recommend that PECO forgive payment arrearages that develop

while a customer 1s on the CAP Rate.

What is your response to the proposal to raise the kWh limit to which
certain discounts apply?

Although PECO generally limits its CAP Rate discounts to the first 500 kWh
consumed each month, it already has made significant exceptions to that rule,
focused on the most vulnerable low-income customers. For instance, CAP
Rate A offers a flat, severely discounted charge for usage up to 1,000 kWh per
month (2,000 kWh for residential heating customers in the winter months),
with other discounts provided on usage over those levels; and CAP Rate B and

C customers receive discounts up to 600 kWh in the summer. PECO also has a

S
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health usage policy that provides the appropriate CAP Rate discount for all
medically-necessary usage even when such usage exceeds the kWh discount
levels otherwise applicable. Beyond that, all CAP customers receive a benefit
for usage exceeding 500 kWh (or 600 kWh) in the summer months in that the
CAP Rate pricing never reverts to the standard, more expensive “end block”
rates all other residential customers must pay for the higher usage. The
average usage of a low-income customer in PECO’s service ternitory is in the
630 kWh per month range, including heating and non-heating customers, so the
program already provides substantial assistance towards providing affordable
service. (Mr. Geller cites (p, 14) an average usage figure of 938 kWh. On its
face, this figure appears to be dated or otherwise flawed. PECO’s 2004 data
show that, system-wide, the average residential customer (Rate R) uses 652
kWh per month, while the average Philadelphia residential customer uses 510

kWh.)

1 also note that these kWh limits were agreed to m the Consensus
Modifications. Nonetheless, Ms. Alexander (p. 37) and Mr. Geller (p. 16)
recommend raising the limit for customers on CAP Rates B-E — in Ms.
Alexander’s case to 800 kWh across the board; Mr. Geller appears to propose

the elimination of all limits.

Have you estimated the cost of implementing Ms. Alexander’s proposal?
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Yes. PECO estimates the cost at approximately $9.4 million per year
(assuming no change in the current CAP participation leveis). Over 4 years,
the cost would be approximately $38 million. Because Mr. Geller’s proposal

would eliminate all limits, 1t would be substantially more expensive.

Mr. Geller notes that other programs of which he is aware do not have
kWh limits. Please comment.

I’m not sure to which programs Mr. Geller is referring, or whether the utilities
offering those programs are receiving rate recovery for their uncapped
programs. PECO’s incremental cost recovery, as referenced in the Merger
Settlement, 1s $383 per CAP customer in excess of 90,000 CAP customers.
This allows PECO to recover some revenue shortfalls from the CAP Rate
discounts. The shortfalls were based on a program with discounts for the first
500 kWh per month usage, reflecting the program design in place at the time.
To increase the design parameters of the program with no additional cost
recovery would be detrimental to the compact and fundamentally unfair. 1
also note that a portion of the Electricity Generation Customer Choice and
Competition Act states that universal service programs “shall be funded in each
electric distribution territory by nonbypassable, competitively neutral cost-
recovery mechanisms that fully recover the costs of universal service and

energy conservation service.” 66 Pa. C.S. § 2804(9).
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Ms. Alexander states (p. 37) that “there is no basis for the conclusion that
low income customers will use more energy as a result of enrollment in a
discount program.” Do you agree?

No. PECO believes that it 1s important to have limits on the discount in order
to encourage customers to find ways to limit their electric usage. If the
discounts were available without limit, there would be no incentive to
conserve. Generally, all social welfare programs place limits on benefits
provided to participants. As noted earlier in my testimony, for the most
vulnerable customers who would have the most difficulty conserving, PECO

recognizes this fact with higher limits.

Ms. Alexander also recommends (p. 38) that PECO refer high usage
customers to the LIURP program. Please comment.

I agree that this is good policy, and is one method of addressing the issue of
high usage by low-income customers. In fact, PECO already follows this

practice.

What is the interveners’ proposal with respect to arrearages?

When a customer is on full Rate R (Residential Services) or RH (Residential
Heating Services) and falls behind in payments, this creates an arrearage. If
the customer subsequently becomes eligible for CAP Rate, PECO sets aside
the pre-program arrearage. If the customer then makes timely payments on the

CAP Rate for six months, PECO [orgives the pre-program arrearages. Both
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Ms. Alexander and Mr. Geller recommend that PECO take the same approach
to arrearages that accumulate after the customer is on one level of the CAP

Rate and then is moved to a different level of the CAP Rate.

What is PECOQ?’s practice with respect to arrearages that develop after a
customer is on the CAP Rate?
If a customer is on the CAP Rate and falls behind on payments and contacts the
Company, PECO reassesses whether the customer is on the appropniate CAP
Rate level (i.e,, A, B, C, D, or E}. If not, the customer is moved to the
appropriate CAP Rate level. PECO makes payment arrangements for
arrearages created in this way, but does not forgive such in-program arrearages.
We believe this would be unfair and send the wrong signal to CAP Rate
customers who make their CAP Rate payments on time. Further, forgiveness
of in-program arrearages does not drive accountability and encourage CAP
Rate customers to attempt to pay their electric bills. If in-program arrearages
were forgiven, it would be possible for a customer to establish arrea:rages at
numerous CAP Rate levels without any adverse consequence. 1 also note that
the approach that PECO uses appears in the Consensus Modifications (p. 13):
The Company’s arrearage forgiveness component to the CAP Rate will
continue. Customers who qualify and are placed on the CAP Rider will
have their pre-program arrearage forgiven if they remain current on
their CAP bill for six consecutive months. The development of any

new arrearage during this period will delay forgiveness. Customers
that develop any new arrearage will be offered a payment arrangement.

o
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Simply, customers who enroll on the CAP Rate and then develop a “new

arrearage” will be offered a payment arrangement — not forgiveness.

Have you quantified the cost of the interveners’ arrearage forgiveness
recommendation?

Yes. PECO estimates that the cost of forgiving in-program arrearages would
be at least $11 million over the next 3-4 years, and could be substantially

higher.

D. CAP RATE - ELIMINATION OF THE $383 USFC

Senator Williams recommends (p. 4) that PECO should absorb costs
associated with expansion of the CAP Rate enrollment. Ms. Alexander
recommends {p. 42) a specific mechanism for doing so -- capping the $383
per customer Universal Service Fund Charge (“USFC”) at 100,000
customers until PECO?’s next base rate case (which she recommends
should not occur until at least 2010). In other words, Ms. Alexander
would deny PECO recovery of any CAP Rate costs attributable to
enrollment above current levels. Have you quantified the cost of this
recommendation?

Yes. I estimate that the cumulative, nominal cost of this recommendation for

the period a four-year period after the merger would be between $31 million



10
11
12
13
14
15
16
17
18
19
20
21
22

23

and $38.3 million, assuming that enrollment in the CAP Rate continues to

increase over that period.

Do you have any comment on this recommendation?

I am disappointed to see this issue revisited. The $383 USFC was negotiated
and approved in the Merger Settlement (] 35) and was an integral part of the
resolution of universal service issues in that proceeding. The Merger
Settlement specifically states that the $383 surcharge “will remain in effect
until the Company’s next base rate case.” Elsewhere (§ 70), the Merger
Settlement states that: “This Settlement precludes the Joint Petitioners from
asserting contrary positions in derogation of this Settlement with respect to the
issues addressed herein during subsequent litigation against PECO.” Ms.
Alexander’s proposal to cap the surcharge “until PECO’s next distribution rate

case” appears to be directly at odds with those provisions.

The CAP Rate is a cost of doing business, and the regulatory construct
provides for utilities to recover their costs of doing business, specifically as to
the costs of universal services programs. 66 Pa. C.S. § 2804(9). Other utilities
are allowed to recover the cost of their universal service programs. In fact, in
her deposition testimony, Ms. Alexander recognized that these costs — as well
as the costs of her kWh limit increase and in-program arrearage proposals — are
costs that would typically be absorbed by PECO’s customers as a cost of

service. {Alexander Deposition Testimony, pp. 109-10, 115. Exhibit LC - 5).
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I’'m not sure why PECO is being asked to cover the costs of this program. It
feels like a penalty to me. Ms. Alexander’s recommendation is in total
opposition to that normal regulatory construct (as are other intervener
recommendations that ask for costs to be imposed on PECO without
commensurate cost recovery). It also would be unfair to require a utility to
offer a social benefit program but not allow the utility to recover the costs of

that program.

In addition, I note that this proposal does not actually assist low-income
customers in any targeted way. In fact, quite to the contrary may be the case.
Under the Merger Settlement, PECO’s restdential customers are obligated to
partially fund® the expansion of PECQO’s CAP Rate by paying $383 toward the
cost of each CAP Rate enrollee above 90,000. Ms. Alexander proposes to
eliminate that source of funding for low-income programs. Under the
proposal, the $31-38.3 million in question would remain in the pockets of
PECO’s other residential customers, and would not be available to fund low-
income programs. While Ms. Alexander is obviously proposing that PECO
make up this shortfall from its own funds, the proposal nonetheless
dramatically decreases the overall pool of funds that was intended to be
available to fund low-income programs. Even if the USFC were capped and

PECO made sufficient funds -- $31-38.3 million — available, the net effect of

® The fuiding is only partial. As recognized in PECO’s Restructuring Scitiwioent (134),
PECO's actual costs of providing CAP® Rate service to a customer excecd $383 per year.
PECO pays that difference for all customers, even those for which it receives the $383 USF
surcharge. {Merger Settlement i 35)
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capping the USFC would be to give that money to other residential customers
through a “back door” rate reduction. The would be no benefit to low-income
customers, and in fact the Company would be penalized for every additional

customer enrolled in the CAP Rate.

Finally, | note that the Merger Settlement (4 37) specifically provided that
PECO would be allowed to recover the additional costs of the Special Needs
component through the USFC. Notwithstanding that right, and
notwithstanding the substantial additional discounts granted in CAP Rates A,
B, and C and the attendant costs to PECO of providing those discounts, PECO
1s not recovering the additional costs of the Special Needs component through
the USFC. In other words, although PECO plainly has the right to seek rate
recovery for these additional costs, it has not. It would be unfair to impose

additional cost burdens on it at this time.

IV. HARDSHIP FUNDS

What is a Hardship Fund, also referred to as the Matching Energy
Assistance Fund, or “MEAF”?

Essentially, the Company solicits contributions from its customers for a fund to
assist low-income customers in paying their utility bills. The Company also
contributes to the fund by matching contributions dollar-for-dollar when used

to pay for PECQ service.

31



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25

Has the Company supported Hardship Funds in the past?

Yes. Every year, the Company contributes matching funds. For the period
2000-2004, the total Company matching contributions totaled approximately
$1.775 million. In addition, PECO contributes $160,000 per year toward the
administrative costs of the UESF and between $30,000 and $45,000 per year
toward the administrative costs of suburban MEAF agencies (an additional $1
million over the past 5 years). The Company also contributed an additional $3
million to these funds pursuant to the Merger Settlement. Finally, the
Company solicits customer contributions through bill inserts and fund raisers,
maintains donor lists, and meets with MEAF agencies to discuss the programs.
(The MEAF agencies are members of PECO’s LIURP Advisory Committee.)

In addition, PECO conducts training sessions with MEAF agencies.

Ms. Alexander notes (p. 34) that PECQO’s contribution to its MEAF
decreased by $100,000 from 2003 to 2004. Please comment.

Ms. Alexander is refemng to the matching contribution PECO makes when
MEAF dollars are used to pay PECO bills. PECO’s matching contributions for

2000-2004 were as follows:

Year Company Contributions
2000 $319,239
2001 $233,217
2002 $353,656
2003 $483,323
2004 $385,813
32



10
11
12
13
14
15
16
17
18
19
20
21
22

23

Thus, while Ms. Alexander is technically correct that PECO’s contributions
decreased $100,000 from 2003-2004, I believe that it is more important to note
that PECO’s MEAF contributions have clearly increased in recent years and
are 20% higher than its similar contributions at or shortly after the

PECO/Unicom Merger.

Mr. Geller suggests (p. 23) that PECO’s corporate commitment to
Hardship Funds has faltered, citing as proof for this conclusion that “Mr.,
O’Brien failed to even refer to PECO’s MEAF program . .. in his
testimony.” Please respond.

PECO’s corporate commitment is demonstrated by, among other things, the
nearly $6 million it has cumulatively contributed to these funds and their
administration over the last 5 years, and the fact that, as compared to the year
in which the Merger Settlement was approved, PECO’s 2004 matching

coniributions to MEAF were up significantly.

Senator Williams (p. 3) and Mr. Geller also claim (pp. 23-24) that PECO
has not met its commitments to the MEAF program under the Merger
Settlement. Do you agree?

No. PECGO committed to pay an additional $3 million to the funds, and it made
those payments. In addition, in the Consensus Modifications (pp. 14-15),
PECO agreed to “specific measures designed to support local MEAF

agencies.” Those measures were: (1) bill inserts giving customers the
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opportunity to sign and return a pledge, (2) maintenance of donor list
information, and (3) meeting with MEAF agencies. Although PECO recently
fell short of the specified number of bill inser{s, overall PECO has performed
these tasks as agreed. I have directed PECQO’s Universal Services group to
increase the number of bill inserts to five in 2005. The meetings with MEAF
agencies have occurred as part of the LIURP Advisory Committee meetings —
as | noted previously, the MEAF agencies are members of the LIURP Advisory
Committee — and 1 have directed PECO’s Universal Service group to schedule
a separate meeting with the MEAF agencies devoted solely to the issue of

developing measures to improve contributions to the Hardship Funds.

What requests have the interveners made with respect to MEAF funds?
Senator Williams recommends (p. 4) that PECO should increase its MEAF
funding. Mr. Geller has requested (pp. 23-25) increased contributions,

consisting of a $5.02 million one-time contribution for what Mr. Geller

_describes as past underfunding, plus a $2 million per year contribution “for

every year into the future that [PECO] generates a profit.” Over the next four
years, those requests would have a cumulative cost of $13.02 million. Ms.
Alexander has requested (p. 44) that PECO continue its to do bill inserts four
times a year, revise its bill to have a check-off on the bill, and allow a check-
Ioff for electronic bill payers. At the public input hearing, Mr. Lynch of the
UESF (Tr. 231-233) recommended checkoffs six times a year; that direct

payment customers have access to a checkoff: that PECO pay for and develop
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marketing materials with the MEAF agencies; and that PECO needs to make
ongoing contributions through a $2 million annuat contribution, increased size
of matching grants, and payment of administrative costs for UESF and the

other MEAF agencies.

What is your response to those proposals?

PECO will do five bill inserts in 2005. It will then continue with four bill
inserts per year. We will also continue to seek a checkoff on bills rather than
inserts. Our current biil format (dating since the bill was reconfigured
following the Restructuring to show unbundled charges) does not allow a
check-off on the bill, but as it changes its bill format over time PECO will
investigate whether new bill formats could accommodate a check-off for this
purpose. PECQ already 1s investigating whether a check-off for electronic bill
payers is feasible. As I stated previously, I have directed PECO’s Universal
Services group to contact the MEAF agencies regarding an additional,
separate, meeting regarding marketing activities. PECO funds the programs
through matching funds and by supporting administrative costs, and it is
prepared to continue doing so. It also believes that the current level of its
funding of MEAF programs is sufficient, and that no “shortfall” contribution or

“profit tax™ contribution is appropriate.
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V. CARES

The interveners make several requests with respect to PECO’s CARES

program. Please comment on those requests.
Mr. Geller states (p. 24) that PECO’s staffing level for its CARES program is
“inadequate” and recommends that PECO be required to staff 10 full-time
CARES workers. Both Mr. Geller (p. 27) and Ms. Alexander (p. 43) further
request that PECO CARES workers should be required to possess certain
professional qualifications. Ms. Alexander recommends (p. 7) that CARES
workers should focus on the provision of social services to individual
customers. Mr. Geller recommends (p. 27) that PECO should contract with

Neighborhood Energy Centers (NECs) to provide outreach work.’

Have you quantified the cost of these recommendations?

Partially. PECO currently has 3 CARES workers. Increasing the staff to 10
would have a nominal cost of $700,000 annually, or more if the professional
qualifications of the workers are upgraded. Over 4 years, this is a $2.8 million

cost.

Why does PECO have 3 CARES workers?

This level of staffing was agreed to in the Consensus Modifications (p. 13).

7 Several of the public input witnesses also expressed belicf that the Neighborhood Energy Centers
should be invelved in cutreach work, including Mr. Stokes, Ms. Grimes, Ms. Czajka, Ms. Fernandez,
Mr. Rowe, and Ms. Hanshury.
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What is your response to these proposals?

PECQ always is interested in ways to increase the effectiveness of its CARES
workers and outreach. We would therefore be willing to hire some additional
workers. We believe that the current qualification level — all of our current
CARES workers have four years of college — is adequate. We also believe
that, if social service agencies and NECs are to be utilized to assist in outreach,

the CARES workers need to focus on the relationship with those agencies.

PECO has seen mixed success with energy audit work conducted by the NECs.
However, PECO 1s willing to pursue further discussions with the NECs about
working with them to take advantage of their access to the low-income

community for outreach and enrollment purposes.

V1. DATA WAREHOUSE ISSUES

In her testimony, Ms. Alexander raises several issues with respect to

PECO?’s data warehouse. Are you responding to those issues?

No. These issues are addressed in the testimony of M. Bridget Reidy. (PECO

Statement No. 5-R.)
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VII. ACT 201 ISSUES

Both Ms. Alexander and Mr. Geller recommend that PECO make changes
to its procedures for implementing Act 201, which was passed last year by
the General Assembly and which gives utilities additional tools for
addressing customers who have the ability to pay, but do not pay, their
utility bills.* Do you have any comment on these proposals?

Act 201 implementation issues are the subject of ongoing Commission
workshops and other proceedings. At its July 1, 2005 workshop on Act 201
implementation, the Commission staff stated that a rulemaking proceeding will
be initiated later this year. Indeed, Action Alliance and the OCA are making
many of the same arguments in those proceedings that they have made in their
testimony in this proceeding. 1 believe that Act 201 implementation should be

allowed to develop in the context of those proceedings and workshops.

Do you have any final comments on universal service issues?

Yes. Mr. Geller recommends (p. 21) that PECO should file a detailed
universal services plan with the ' Commission three months after approval of the
merger. I think that effort would be entirely duplicative of the Consensus

Modifications evaluation, which is due to the Commission in May 20006.

¥ Public input witness Ms. Signil also discussed Act 201 issues.
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Mr. Geller also recommends (p. 22) that PECO should be ordered to develop
certain untversal service outreach mate‘rials, in coordination with the LIURP
Advisory Committee, by November 1, 2005. I think it is noteworthy that Mr.
Geller recommends that the Commission issue an order with an effective date
that likely will occur during the briefing period in this proceeding. This
strongly underscores the fact that this proposal —1n fact, that many, if not all,
of the universal service proposals -- have little or nothing to do with the merger
itself. They are simply attempts to change the terms of the Consensus
Modifications on matters about which the low-income interveners obviously

feel quite strongly, but which are unrelated to the merger.

VIII. GAS PROCUREMENT ISSUES

Are you familiar with OCA witness Mierzwa’s testimony?

Yes, Mr. Mierzwa recommends that PECO be required to seek prior approval
of any future change to the structure of its gas procurement function or to the
management of PEC(O’s capacity and gas-supply contracts. Specifically, Mr.
Mierzwa (pp.7-8) would subject to a prior approval process “any arrangements
beyond the customary storage asset management arrangements that PECO has
historically entered into which transfer greater control of the use of PECQO’s
capacity and/or gas supply contracts Lo another entity.” Mr. Mierzwa’s
recommendation would apply to transactions that combine PECO’s gas

procurement function with “PSE&( or another entity” or that transfer control

it
O
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or the use of PECQ’s capacity and/or gas supply contracts to another entity

beyond that “currently and customarily” done by PECO.

Q. Do you agree with Mr. Mierzwa’s recommendation?

A. No, Ido not. Mr. Mierzwa’s recommendation is unreasonable and

unnecessary and should be rejected for two reasons:

1) Mr. Mierzwa’s recommendation is unworkable because it does not
provide the Company with sufficient notice of the types of
transactions for which it would be required to seek prior approval,
and

2) I have been advised by counsel that Chapters 11, 13 and 21 of the
Public Utility Code already provide the Commission with statutory

means for reviewing post-merger gas-supply or procurement
transactions between PECO and affiliates or non-affiliates.

Q. Why do you believe that Mr. Mierzwa’s recommended prior-approval
process does not provide the Company with sufficient notice of the
types of transactions for which it would be required to seek prior

approval?

A, In order for a prior-approval process of the soft recommended by Mr.
Mierzwa to be workable, the types of transactions subject to the process
must be clearly and unambiguously defined. This enables the entity subject

to the requirement to understand the nature of the transaction or
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arrangement that would need to be filed. Uncertainty over whether prior
approval is needed for a certain type of transaction could result in an
unknowing violation of the requirement or needless filings that would

burden the Commission’s administrative resources.

In the case of Mr. Mierzwa’s proposal, the filing requirement would be
applied to transactions that either: (1) combine the PECO gas procurement
function with that of PSE&G or another entity, or (2) transfer control or the
use of PECQ’s capacity and/or gas supply contracts to another entity

beyond that “currently and customarily” done by PECO.

In my view, the latter type of transaction is ill-defined because the phrase
“beyond that currently and customarily done by PECO” 1s vague in its
meaning and therefore impossible to practically apply. PECO engages in
numerous types of transactions that involve the control or the use of
PECO’s capacity and/or gas supply contracts, some of which are novel in
one year and accepted practice in the next due to the evolving nature of the
natural gas marketplace. However, unless it is known which types of
contracts Mr. Mierzwa believes fall into the “currently and customarily”
done by PECO category, it would be impossible for PECO to be certain

about which transactions would be subject to the prior approval process.
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Please explain why you believe Mr. Mierzwa’s recommendation, as it

relates to affiliated transactions, is unnecessary.

As it relates to transactions with affiliated entities, it is my understanding
that Chapter 21 of the Public Utility Code already addresses Mr. Mierzwa’s
concerns for prior approval. In PECQO’s case, PECO has received
Commission approval under Chapter 21 of the Public Utility Code to
engage in defined types of natural gas transactions with its affiliated
companies. See Commission Letter approving PECO gas-commodity
transactions with affiliates, Exhibit LC-6. These transactions include gas
purchases or sales using Gas Industry Standards Board (now North
American Energy Standards Board or “NAESB”) short-term form
contracts, PECQ’s standard long-term gas purchase agreement and asset-
management agreements for terms that do not last for more than one year.
While the Commussion has authorized PECO to engage in these
transactions, the order granting such authority specifically provides that
such approval does not constitute prior approval of the prudence of the
arrangements or the recoverability of any costs incurred through those
transactions. It is my understanding, as advised by counsel, that the
recoverability of those costs would be governed by the Commission’s
authority under Sections 1307(f), 1317 and 1318 of the Public Utility Code.
What this suggests is that Mr. Mierzwa’s recommendation, to the extent

that it requires a filing in addition to the Chapter 21 filine. would
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unnecessarily duplicate processes that the Company is already required to

follow.

Please explain why you believe Mr. Mierzwa’s position that PECO
should seek prior approval of transactions with “any other entity” is

similarly unnecessary.

The merger will not affect PECO’s relations with unaffiliated third parties in
the area of gas procurement, as gas transactions with those parties will
continue to be the result of reasonable and fair arms-length negotiations,
Simply stated, the merger should have no impact on PECQ’s transactions

with third parties.

Applying a prior-approval process requirement to changes in PECO’s gas-
procurernent function is also unreasonable since the Company does not have
a history of imprudent or abusive gas procurement decisions, Management
functions such as fuel procurement require managers to make transactional
decisions on a daily basis, much of it in real time. Following the market to
purchase gas and to engage in capacity-portfolio decisions requires the
manager to be flexible in order to identify and engage in transactions that are
reasonable and in the interest of the Company and its customers alike.
Placing a vague prior-approval process on top of this decision-making

process would make 1t impossible to select reasonable lcasl-cost options that
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require efficient and timely decisions. The Commission should be mindful
of removing this managenal flexibility where, as in PECO’s case, its gas
procurement management has a clean history and has not shown a history of

managerial indiscretion.

Does this conclude your testimony?

Yes.
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

APPLICATION OF PECO ENERGY
COMPANY, PURSUANT TO CHAPTERS

11, 19, 21, 22 AND 28 OF THE PUBLIC

UTILITY CODE, FOR APPROVAL

OF (1) A PLAN OF CORPORATE :

RESTRUCTURING, INCLUDING THE  : APPLICATION

CREATION OF A HOLDING COMPANY : DOCKET NO. A-110550F0147
AND (2) THE MERGER OF THE NEWLY :

FORMED HOLDING COMPANY AND

UNICOM CORPORATION

JOINT PETITION FOR SETTLEMENT

This Joint Petition for Settlement (“Joint Petition™) is submitted by the following parties in
the abpve—captioned proceeding: PECO Energy Company (“PECO” or the “Company™}; the
Office of Trial Staff (“OTS™); the Office of Consumer Advocate (“OCA™); the Office of Small
Business ‘Advocate (“OSBA’.’); Citizens for Pennsylvania’s Future and the ten named individuals
that joined in its Protest and Petition to Intervene (collectively, “PennFuture”™); Senator Vincent J.
Fumo; the City of Pﬁiladelphia; Clean Air Council and the three named individuals that joined in
its Protest and Petition to Intervene (“CAC™); the Consumers Education and Protective
Association ef al. (';CEPA”)I; Enron Energy Services, Inc. (“Enron™); the Philadelphia Area

Industrial Energy Users Group (“PAIEUG”); the Industrial Energy Consumers

1 As used herein, “CEPA” refers collectively to the Consumer Education and Protective Association (“CEPA™), the Association of
Community Organizations for Reform Now (“ACORN™) and the Tenants’ Action Group (“TAG™), which are represented by
common counsel and submitted a joint protest and petition to intervene,
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of Pennsylvania (“IECPA™); Conectiv Energy (“Conectiv"); Eric Joseph Epstein; Patricia
McNamara; the National Railroad Passenger Corporation (“Amtrak”); and the Mid—f\tlamic
Power Supply Association (“MAPSA”) (all such parties collectively referred to as the “Joint
Petitioners™).

The terms and conditions set forth in this Joint Petition represent a comprehensive
settlement (“Settlement”) among the aforémentioned partie.s that resolves all issues per-tainihg to
the above-captioned Application. The Joint Petitioners aver that this comprehensive Settiement is
in the public interest and, therefore, request that the Commission: (1) approve without
modification the proposed Settlement as set forth herein, (2) issue the Certificates of Public
Convenience and enter Orders granting the approvals and making the findings requested in
PECO’s Application; and (3) approve the taniff supplements, appended hereto, that are necessary
to impl_emént the rate réduction; and other changes agreed to as part of the proposed Settlement. -

in support of their request, the Joint Petitioners state as follows:

I. SUMMARY OF SETTLEMENT

The Joint Petitioners have agreed to the proposed Settlement terms and conditions set
forth in thas docurne.nt as a means to resolve, fairly and equitably, all issues arising from the
Application filed by PECO for approval of the proposed corporate restructuring and merger. As a
result o.fthis Settlerr.lent, further protracted litigation'is avoided and customers can begin to realize
the benefits of this Settlement sooner.

The Joint Petitioners have agreed to terms and conditions that fairly balance the interests

2 The Joint Petitioners understand that West Penn Power Company, The Potomac Edison Company and Monogahela Power
Company (“Allegheny Power”) and Allegheny Energy Suppiy Company, LLC (“AESC™) will submit a separate letter indicating they
do not oppose or take exception to the Settlement. Additionatly East Brandywine Township and Wallace Township have indicated
that they are taking no position on the Settlement at this time. PECO agrees that East Brandywine Township and Wallace Townships
are in no way precluded from pursuing a separate agreement with PECO as to addilional reliability upgrades and assurances.

2



of all parties and affirmatively promote the public interest. In particular, on January 1, 2002,
PECO will reduce its retail electric distribution rates by $60.0 million annually’ Such $60.0
million reduction will remain in effect untit January 1, 2004, when the annual rate decrease will
become $40.0 million. The $40.0 million rate reduction will remain in effect through December
31, 2005. PECO will also extend the cap on its retail transmission and distribution charges agreed
upon in the settlement of PECO’s restructuring proceeding at Docket No. R-00973953 (the
“1998 Electric Restructuring Settlement”), which would otherwise expire on June 30, 2005, for
an additional eighteen months, or through December 31, 2606.

In addition, the Settlement: (1) imposes limitations on PECO’s right to request recovery
of any increases in nuclear decomnussioning costs; (2) establishes benchmarks and measurement
criterfa for reliability and customer service and commits PECO to develop, with other parties, and
implement, a quality of service plan to provide higher levels of reliability and custome'r service; (3)
provides for enhancements in PECQ’s electric and gas universal service programs, (4) commits
PECO to implement various initiatives to foster and promote renewable energy and related
economic development; (5) promotes increased retail electric competition in PECO’s service area,
through a variety of commitments; (6) adopts various corporate structure protections to insulate
retail customers from the risks of unregulated ventures and avoid the potential for improper cross-
subsidization; (7) provides for PECO to maintain a strong corporate presence in Southeastern
Pennsylvania through specific commitments regarding its corporate headquarters, employment
and staffing levels and charitable and civic giving; and (8) enhances PECO’s customer relationship

with the City of Philadelphia.

3 PECO has already agreed to reduce its retail rates by 360.0 million for the duration of 2001 pursuant to the terms of 2 separate
settlement of PECO’s recensecuritization {iling at Docket No. R-00005030. The settlement was approved by the Commissien on
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The other Joint Petitionérs agree, in turn, to resolve all objections to the Application and
the granting of the various approvais requested therein and, subject to certain exceptions and
qualifications as more fully set forth in Section 71, infra, to withdraw all actions, interventions or
protests ﬁl'ed, and to terminate all other participation by themselves and their affiliates, in all
proceedings involving or related to the merger of PECO and Unicom or thé PECO, Unicom or
Commonwealth Edison corporate restructurings, transfers of assets and related transactions. The
other Joint Petitioners also agree io fully support the Settlement and to make reasonable good‘
faith efforts to obtain its approval by the Commission and, ifnecessal_'y, any Courts. |

. BACKGROUND

1. This proceeding was initiated by the filing, on November 22, 1999, of the
Application Of PECO Energy Company, Pursuant To Chapters [1, 19, 21, 22 and 28 Of The
Public Utility Code, For Approval Of (1) A Plan Of Corporate Restructuring, ]ncluci’ing The
Creation Of A Holding Company And (2} The Merger Of The Newly Formed Holding Company
And Unicom Corporation (“Application”).

2, The transactions comprehended by the Application consist of the following: (1) the
creation of NEWHOLDCO Corporation (“NewCo.”) as a wholly owned subsidiary of PECO*; (2)
the exchange of PECO common stock for NewCo. common stock, such that, after the share
exchange, NewCo. will be the parent of PECO; (3) PECO’s transfer of its generating assets and
wholesale poWe_r contracts to a newly formed generation subsidiary (“GenCo.”) and its transfer of

certain other assets and common facilities to NewCo., to a newly formed service company

March 16, 2000.
4 Subsequent to the filing of the Application, it was announced that NEWHOLDCO Corporation would be renamed Exelon
Carporation,
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(“ServeCo.”} and to newly formed non-utility business subsidiaries (*“VenturesCo.”);

(4) PECO’s distribution to NewCo. of its shares in GenCo., ServeCo. and VenturesCo., thereby
making those companies direct subsidiarie_s of NewCo.; and (5) concurrent with the
consummation of the restructuring, and pursuant to the terms of their Agréeme_nt fmd Plan of
Exchange and Merger, the merger of NewCo. and Unicom Corporation (“Unicom”). Hereafter,
the transactions identifiéd in (1)-(;4), above, are referred to collectively as the “Corporate
lRestructuring,” and the transaction identified in (5), above, is referred to as the “Me.rger." The
Corporate Restructuring and Merger are described in greater detail in Paragraph-Nos. 7-16-of the
Application.

3 In the Application, PECO requested that the Commission grant the approvals
necessary to effect the transactions described above, which consist of (1) the issuance of
Certificates of Public Convenience under Section 1102 of the Public Utility Code (66 Pa.C.S.
§1102), as more fully described in Paragraph Nos. 18-22 of the Application; (2) the registration of
Securities Certificates under Section 1901 of the Public Utility Code (66 Pa.C.S. §1901), if
required, as more fully descﬁbed in Paragraph No. 22 of the Application; (3) the approval of
contracts with affiliated interests under Section 2102(b} of the Public Utility Code (66 Pa.C.S.
§2102(b)), as more fully described in Paragraph Nos. 23-25 of the Application; (4) making the
findings described in Sections 2210 and 2811(e) of the Public Utility Code (66 Pa.C.S. §§2210
and,.28]0(e)), as more fufly described in Paragraph No. 26 of the Application; and (5) mahné the
findings required by Sections 32(c) and 32(k) of the Public Utility Holding Company Act (15

U.S.C. §793-5a(c) and (k)) for PECO to seek from the Federal Energy Regulatory Commission
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(“FERC”) Exempt Wholesale Generator (“EWG”) status and approval to purchase electric power
from an affiliate at market-based rates, as more fully described in Paragraph Nos. 27-29 of the
Application. |

4. Along with its Application, PECO submitted Appendices A-O and Statement Nos.
1-5 and accompanying exhibits. The statements and exhibits are summarized in Paragraph No. 38
of the Application. An element of PECO’s supporting information is the market power analysis
conducted by William H. Hieronymus, Senior Vice President of PHB Hagler Bailly, Inc. I(PECO
Statement No. 5 and Exhibit WHH-1), that was conducted in accordance with the Competitive
Analysis Screen described in Appendix A to the FERC’s Merger Policy Statement, which in tum
is intended to comport with the Department of Justice and Federal Trade Commussion Horizontal
Merger Guidelines. In addition, on February 2, 2000, PECO submitted supplemental testimony to
explain certain amendments made to the Agreement and Plan of Merger after the filing of the
Application (PECO Statement .No_ 28).

5. PECO notified its customers of the filing of the Application by bill inserté. In
addition, PECO issued a press release announcing and describing the Merger. PECO also served
copies of its filing on the OTS, the OCA and the OSBA and served notice of the filing on ali of
the active parties to PECO’s electric restructuring proceeding at Docket No. R-00973953 and all
active parties to PECO’s natural gas restructuring proceeding at Docket No. R-00994787, as
more fully explained in Paragraph No. 51 of the Application and its accompanying Centificate of
Service.

6. On December 4, 1999, the Commission caused a notice of the filing of PECQO’s

Application to be published in the Pennsylvania Bulletin (29 Pa. Bulletin 6208), which allowed



interested parties until December 20, 1999 to file protests and pétitions to intervene. Twenty-four
parties filed protests or petiticns to intervene in response to the Commission’s Order’ In
addition, the OTS entered its appearance. |

7. The Commission assigned this matter to Admimstrative Law Judge Charles E.
'Rainey to conduct hearings and issue an initial decision. By its Order entered March 4, 2000, the
Commission denied PECO’s request that, in lieu of an ir_litiél decision, the Administrative Law
Judge certify the record to the Commission for final decision pursuant to Section 335(a) c;f the
Public Utility Code (66 Pa.C.S. §335(a)). On Janvary 20, 2000, a Prehearing Conference was .
held in Philadelphia at which various procedural matters were addressed and resolved, including'
the establishment of a schedule in the event that litigation of the proceeﬂing proved necessary.

8. Commencing shortly after PECO filed its Application, the parties engagéd in
extensi;re formal and informal discovery. To date, PECO has responded to approximately S00
interrogatories and requests for production of documents, which provided extensive additional
information about the transactions for which approval is requested and about other issues; of

importance to the parties.

9. All parties actively engaged in a collaborative process to address what they
perceive to be the issues raised by the Application. To lthat end, the scheduie established at the
Prehearing Conference committed the parties to two days of face-to-face meetings, on March 1
and 2, 2000, to attempt to resolve their differences. The success of those meetings prompted

further rounds of negotiation, which ultimately led to the Settlement set forth herein.

5 Twenty-two of the filings were made before the Commission-imposed deadline. Two parties, New Energy and the City of
Philadelphia, filed protests and petitions to intervene after December 20, 1999, NewEnergy was permitied to intervene over PECO's
objection. PECO chose not to contest the intervention of the City of Philadelphia. Additionaily, the Departmenit of the Navy filed a
Notice to Intervene Out of Time, which it withdrew pursuant to a Notice of Withdrawal filed on March 22, 2000.
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HI. TERMS AND CONDITIONS

The Joint Petitioners, intending to be legally bound and for due consideration given, agree
that the Application should be approved and the relief requested therein granted, subject to the
following terms and conditions; |

A. Rate Reductions and Extension of Transmission and Distribution Rate Cap

10. Rate Reductions. On January 1, 2002, PECO will reduce its retail electric
distnibution rates by $60.0 million annually from the levels that otherwise would be in effect
pursuant.to the Commission’s Order, entered May 14, 1998, approving the 1998 Electric
Restructuring Settlement.® That $60.0 million distribution rate reduction will remain in effect
until January 1, 2004, at which time the annual rate decrease will become $40.0 million. The
$40.0 million rate reduction will remain in effect through December 31, 2005. The féllowing
distribution rate reductions will apply to all retail rate classifications and all customers within-

those rate classifications as set forth on a system average basis in Schedule 1 below:’

6 PECO has already agreed to reduce its retail rates by 360.0 million for the duration of 2001 pursuant to the terms of a separate
settlement of PECO’s recensecuritization [iling at Docket No. R-00005030. The settlement was approved by the Commission on
March 16, 2000.

7 Rates reflecting the distribution rate reductions agreed to herein will be reflected on customers® bills commencing with regular
billing cycles beginning after January 1 of the respective years shown on Schedule 1 and ending with the first regutar billing cycie of
the next subsequent year.



Schedule 1

&

SCHEDULE OF SYSTEM-WIDE AVERAGE RATES (a)

Effective T&D Shopping Generation
Date Transmission Distribution Rate Cap CICorlTC Credit Rate Cap
) (M (2} @= @ - ® €)=
(1) +@) 4) + (5)
¢/KWh g/kWh ¢/KWh ¢/kWh ¢£/kWh ¢/k\Wh
January 1, 0.45¢ 2.35¢ 2.80¢ 2.51¢ 44T 6.98¢
2002
.Janvary 1, 0.45¢ 2.35¢ 2.80¢ . 247¢ 451¢ 6.98¢
2003 _ ' '
January 1, 0.45¢ 2.41¢ 2.86¢ 243¢ " 4.55¢ . 5.98¢
2004 ) . '
January 1, 045¢ 241¢ 2.86¢ 2.40¢ 4.58¢ 6.98¢
2005
January 1, 0.45¢ 2.53¢(c) 2.98¢(c) 2.66¢ 4.85¢ 7.51¢
2006 .

: (a) All prices reflect average retail billing for ail classes of service (including gross receipts tax). Detail of
actual individual rates for each class of senvice is provided in Appendix A. The average prices as presented
in this Schedule 1 reflect the profite of service contained in PECO's proof of revenue set forth in Appendix
A )

(b) The transmission prices listed are for unbundling only. The Pennsytvania Public Utillity Commission does

not regulate the rates for transmission service.

{©) The cap on PECO’s transmission and distribution rates under Section 2804(4) of the Electric Competition
Act will be extended until December 31, 2006.
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11.  a. Extension of Rate Cap. The cap on PECO’s retail transmission and
distribution charges, under Paragraph 21 of the 1998 Electric Restructuring Settlement. entitled
“Rate Caps and Transmission and Distribution Charges,” which otherwise would expire on June
30, 2005, will be extended an additional eighteen months, or through December 31, 2006. The
other provisions of Paragraph 21 of the 1998 Electric Restructuring Settlement will remain in full
force and effect and will apply for the duration of t-he new transmission and distribution rate cap
period through December 31, 2006.

b. Other Costs. PECO agrees that expenses directly attributable to achieving the
synergies under the merger will be incurred prior to the conclusion of the transmission and
distribution rate cap period. PECO also hereby confirms that the Merger is a merger of equals
and does not include an acquisition premium.

B. Recovery Of Nuclear Costs, Including Decommissioning Expense; Nuclear
Moenitoring and Waste Storage,

12. Recovery of Nuclear Costs. PECO agrees that it will not seek to recover through
Pennsylvania retail electric distribution rates the costs associated with the ownership and
operation of any nuclear generating plants, or any fractional interests in such nuclear generating
plants, that it did not hold on December 31, 1999 (“PECO’s Pre-Existing Nuclear Interests”).8
For purposes of this section, such costs include, infer alia, nuclear decommissioning expense

obligations, but do not include nuclear-related costs included in purchased power costs, or other

8  The Joint Petitioners agree that the PECO Pre-Existing Nuclear Interests consist of a 100% ownership interest in Peach Bottom
Unit No. 1, a 42.49% ownership interest in Peach Bottom Unit Nos. 2 and 3, a 42.59% ownership interest in Salem Unit Nos. | and

2 and a 100% ownership interest in Limerick Unit Nos, 1 and 2,
10



nuclear costs. To the extent otherwise not prohibited by the Distribution Rate Cap established
pursuant to this Settlement, the Generation Rate Cap established under the 1998 Elc?ctric
Restructuring Settlement, or by this Settlement, PECO shail not be precluded from recovery of
purchased power costs related to nuclear generation, or other nuclear-related costs, that are
incurred by PECO based on market pricing priﬁciples.

13. Except as specifically provided herein, npthiﬁg in this Settiement is intended to
limit or otherwise modify PECO’s rights to seek recovery through Pennsylvania retail ele;:tric
rates of nuclear deco-mxm'ssioning costs associated with PECO’s Pre-Existing Nuclear Ipterest;.
However, PECO agrees that if and when it seeks to increase its annual nuclear décommissioning
expense allowance above the base $29.162 million annual accrual level used for the purpose of
calculating its Nuclear Decommissioning Cost Adjustment Charge (“NDCAC”), it will, under
specifically defined circumstancrlzs as set forth in the Distribution Tariff attached as Appendix A,
voluntarily forego recovery of (1) $50 million of its total decommissioning cost obligations, plus
(2) 5% of any additional increase in the annual accrual level above the base $29.162 milli.on
annual accrual level,

14.  To the extent permitted 'under applicable law, separate decommissioning trust
funds, or sub-funds, shall be established for the decomrﬁissioning liability associated with any
nuclear generating p—lant, or any fractional interest in a nuclear generating plant, that is not
included in the definition of PECO’s Pre-Existing Nuclear Interests (“Acquired Nuclear
Interests™). To the extent permitted under applicable law, each Acquired Nuclear Interest fund or
subfund shall be maintained separately and apart from the decommissioning funds established and

existing for PECO’s Pre-Existing Nuclear Interests (“PECO’s Pre-Existing Nuclear Interest

11



Funds™). No part of the cost of decommissioning Acquired Nuclear Interests shall be paid from
PECO’s Pre-Existing Nuclear Interest Funds.

1S.  The Joint Petitioners agree that if the actual expenditures necessary to accomplish
the full decommissioning of PECO’s Pre-Existing Nuclear Interests are less than the full balance
of PECO’s Pre-Existing Nuclear Interest F.unds, PECO.is enti_tled to obtain release of such funds
for the purpose of sharing the amount between customers ;md shareholders. In the event of such
release, PECO will be permitted to retain for its own benefit (1) the first $50.0 million otl the net
after tax released amount and (2) 5.0% of the remaining net after-tax released amount. The .
balance of the released funds not retained by PECO shall be returned to retail customers in a .
manner to be directed by the Commission.

16. Nothing in this Settlement is designed to prevent PECO from entering into
purch;se power agreements with any entity, affiliated or otherwise, for the procurement of
nuclear generation.

17. PECO also agrees that, in the event that any nuclear generating unit owm.s:d by
PECO or a PECO affiliate experiences an incident or accident that results in uninsured damage
claims in excess of $I billion, PECO shall: (i) notify the PUC within 60 days of such incident or
accident, and (ii) witbin 90 days thereafier, demonstraté that PECO’s net cash flows are sufficient
for PECO to proviae safe, adequate, continuous, efficient, reliable and reasonable distribution
service to its Pennsylvania customers at reasonable rates.

18. Nuclear Monitoring and Waste Storage. PECO shall enter into an agreement

with Eric Joseph Epstein which shall be substantially in the same.form as that attached hereto as

Appendix B. This Agreement shall specifically address certain issues relating to the continued

12
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safe operation of Peach Bottom 2 and 3, robotics research, and community involvement concerns
raised by Mr. Epstein. This Agreement is referenced for informational purposes only.' The parties
do not specifically request the Commission to approve this Agreement as part of the Joint Petition
for Settlement.

C. Reliability And Customer Service.

19.  PECO commits to a Quality of Service Plan (“Service Plan”) designed to provide
higher levels of reliability and cus.tomer service in PECO’s service territory. The Company also
agrees to continue its commitment and efforts to resolve réliability problems identified in several
specific areas, which include, but are not limited to, the on-going efforts in East Brandywine
Township, Aston Township, Wallace Township, York County as well as other areas. The
Company agrees that it will continue to respond to customer and community coricerns regarding
reliability and will not argue that this Settlement or Service Plan limits or eliminates it§
responsibility to address reliability concemns throughout its service territory.

20.  The Company agrees to establish service quality standards that enhance refiability
and customer service over the period from January 1, 2001 to December 31, 2005. The Company
and the Joint Petitioners further agree to reconvene in 2005 to determine if further action is
necessary and, if 50, the nature and scope thereof.

21 The Company, OCA, OTS, the City of Philadelphia and other interested parties
agree to work cooperatively to provide higher levels of reliability and customer service over the
period from January 1, 2001 through December 31, 2005. The parties also agree to work
cooperatively to determine necessary action to be implemented pursuant to the Service Plan each

year.
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The Service Plan wiIl include specific measurement areas where the Company will

be expected to provide higher levels of service. In addition, the Service Plan will identify areas

where performance must be maintained and areas that must be reported to the OCA, the OTS, the

Commission, the City of Philadelphia and other interested parties.

23.

Reliability. The Joint Petitioners have set targets utilizing, where available, five-

year historic data from 1994 through 1998 and reflecting agreed upon higher levels of service

over the period 2001 through 2005. The following indices, utilizing Commission definitions

where available, will be measured and/or reported. A mutually agreed upon range and/or

reporting requirement for higher levels of service for these indices is set forth below:

Customer Average Interruption Duration Index (CAIDI): The Company agrees
to move, by 2005, to a level of reliability measured by CAIDI that is 10% higher
than the level set by the Commission in its Reliability Benchmarks-and Standards
(PUC Docket No. M-00991220).

System Average Interruption Frequency Index (SAIFT): The Company agrees to
move, by 2005, to a level of reliability measured by SAIFI that is 10% higher than
the level set by the Commission in its Reliability Benchmarks and Standards (PUC
Docket No. M-00991220).

Repeat Outages: The Company agrees to provide a yearly plan, beginning in 2001,
to reduce the number of customers with repeat outages and agrees to a yearly
reporting requirement regarding this index.

Five Worst Circuits: The Company agrees to provide yearly plan, beginning in
2001, to provide a higher level of service for the five worst circuits and agrees to
provide a yearly report of its results in achieving this plan.

System Average Interruption Duration Index (SAIDI): Reporting Requirement.
The levels for SAIDI expected to be consistent with CAIDI and SAIFIL.

Momentary Ave'rage Interruption Frequency Index (MAJFI). Reporting
Requirement. '

Storm Management: The Company will provide to the OCA , the OTS, The City
of Philadelphia, and the Commission individual storm performance reports
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24.

addressing the Company’s storm management efforts for storms excluded by the
Commission’s definition. '

Customer Service. Initial targets have been developed from historical data, where

available, and from Company standards, Bureau of Consumer Services (“BCS”) standards and

industry practices, reflecting agreed upon higher levels of service over the period 2001 through

2005. The indices may be increased to reflect the PUC standards as set forth in the Commission’s

future rulemaking. A mutually agreed upon range and/or reporting requirement for higher levels

of services for these indices is set forth below:

25.

Percentage of calls answered within 30 seconds (as defined by the Company): The
Company agrees to a target of 70% through 2005, which reflects a higher level of
performance. The Company will be considered non-compliant for this index if the
percentage of calls answered within 30 seconds is below 65% in any year of the
Service Plan.

Average “Busy-Out” rate (% of calls that encounter a busy signal): The Company
agrees to a target of 4% through 2005, which reflects a higher level of :
performance. The Company will be considered non-compliant for this index if the
percentage of calls that encounter a busy signal is above 5% in any year of the
Service Plan.

Number of residential customer disputes not issued a Company report within 30
days. The Company agrees to 50% decrease in this index over the period 2001
through 2005.

Gas Response Time to Safety Calls. The Company commits t0 maintain its current
high level of performance, by continuing to respond to 99% of all gas emergency
calls within one hour. The Company agrees to provide OCA with copies of
monthly reports on gas emergency call response submitted to the Commission’s
Bureau of Safety and Compliance.

Worker/Employee Safety-OSHA Loss Work Day Cases The Company commits,
as its target, to remain in the top 10% of EEI comparabie utilities (companies with
1500-4000 employees). The Company will be considered non-compliant for this
index if it falls below the top 20% of the EEI comparable utilities.

Customer Service Reports. The following indices will be reported annually:
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Average call'abandonment rate.
Average number and % of residential bills not rendered once every billing period.

Average number and % of small commercial bills not rendered once every billing
period.

Number and % of residential meters not read as required by 52 Pa. Code
§56.12(4) (ii).

Number and % of residential meters not read as required by 52 Pa. Code
§56.12(4)(it)

Number of residential customers not read as required by 52 Pa. Code §56.12(5)(1).

Justified consumer complaint rate. Report only the data contained in the BCS
Annual Report. ,

PUC Infraction Rate. The Company to réport only until necessary data are
available.

Customer satisfaction surveys.
- % satisfied with recent contact.
- % appointments met.

The Company agrees to include overall performance under the above identified

Service Plan in the annual performance appraisal and compensation for the management and

supervisory employees in its Distribution Operations and the Customer and Marketing Services

Evaiunation of Compliance. The Company will provide a report each year to the

PUC, the OCA, the OTS, the OSBA, the City of Philadelphia and other interested parties
analyzing its performance in each area and its performance in achieving the targets for higher

levels of service. The Company will analyze each of the performance indicators in its report.
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28. Respouse to Failure to Achieve the Targets in the Improvement Plan.

a. The Company agrees that, in any year during the Service Plan, 'if its
;;erfonnance is outside of the agreed upon range for any performance area being measured
pursuant to Sections 23 and 24, the Commissian will open a formal proceeding to investigate the
Company’s performance under the Service Plan. The Company, as an initial part of this
proceeding, will provide the PUC, OCA, OTS, OSBA, the City of Philadelphia and other
interested parties with a report thét analyzes the root cause of the failure and specifies the steps to
be taken over the next 12 months to meet the required st.an'dard in the following year The report
shall include specific measurements of progress over the 12 months. A prehearing conference will
be convened within 60 days of the filing of the Report. At the prehearing conference, the partiés
to the proceeding must indlicate whether they wish to proceed to full litigation of the matter or
whethér the matter has been resolved among the parties.

b. [n any proceeding convened to investigate the Company’s non-compliance
with the Service Plan, any party may request the Commission to order penalties for the service
quality non-compliance. The Commission shall consider the degree of non-compliance and the
number of indices in the Service Plan in which PECO failed to achieve agreed upon performance
in determining whether to impose penaltie§ and the level of penalties. The Commission can
consider other methods of ensuring compliance with the Service Plan.

c. The Company agrees that the parties retain their right to petition the
Commission for an on-the-record investigation or file a complaint in response to the storm
management reports, storm response, other reported indices that are not directly measured in the

Service Plan, individual or community complaints, or under other Commission Regulations.
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d. Nothing contained herein is intended to limit the authority of the

Commission, BCS, the Bureau of Safety and Compliance, or other Bureaus of the Commission

" from performing their duties and making recommendations, including recommendations regarding

fines, for failure of PECO to perform in any of the areas contained in the Service Plan.

D. Universal Service

29, The Company agrees to provide $1.3 million per year for 200] and 2002 to the
county fuel fund agencies in each county in PECO’s electric service territory that currently
é.dmim'ster fuel grants.” These payments shall be made on or before January I5 of eac;h year in
which a payment is to be made pursuant to this Section. Payments made pursuant to this Se;ction
shall be distributed to the county fuel fund agencies in accordance with the exisiing allocation -
formula for PECO’s Matching Energy Assistance Fund (“MEAF”) funds to-each county. If
PECO has not implemented a “special needs” component to its CAP Rate prograrﬁ b)lr January 1,
2003, it shall proviﬂe an additional $400,000 to the county fuel fund agencies on or before
January 15, 2003, to be allocated among such agencies in the same manner as the payments to be
made pursuant to thus Section in 2001 and 2002. PECO shall take-all steps necessary to ensuré
that its CARES Program eﬁicientlly draws on the resources provided by this provision. These
contributions do not limit or repla_ce PECO’s commitment to its hardship funds. The county fuel
fund agencies will provide annual reports to the Company detailing how payments made pursuant
to this section were spent.

| 30.  The Company agrees to institute.and maintain a customer data warehouse that will

include appropriate Universal Service data. The data warehouse shall be designed to gather, to

9 The county fuei fund agencies are: Project Heat, c/fo Bucks County Opportunity Council, Inc.; Chester County Cares, cfo
Community Service Council of Chester County: Delco Shares its Warmih, /o Community Action Agency, Project Reach, ¢/o
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the extent technically feasible, historic data for Universal Service customers, including data back
to at least December 1, 1998. In addition, the data warehouse shall be designed to enable the
Company to monitor and manage its Universal Service programs. H. Gil Peach, Ph.D. (“Dr.
Peach”) Qil] be included on the distribution list for communications in defining the content of the
data warehouse, and will routinely interact with the PECO representatives that are developing the
data warehouse. By January 31, 2001, the data warehouse will be in place and wiil begin its data

population. The Company agreés to provide Dr. Peach with timely and convenient on-site access

to the customer data and statistical analysis tools, that will be necessary for him to effectively

analyze the CAP Rate programs and the need, and structure of, if necessary, any “special needs”
program. The Company agrees that the information contained in its data warehouse will be
treated in accordance with the Commission’s May 18, 1999 Enrollment Order at PUC Docket
No. M-00991230, the Company’s Electric Generation Supplier Coordination Tariff and other
Commission Orders and Regulations.

31.  The Joint Petitioners agree that a determination of the need for a “special needs”
program and the components of such a program are more properly determined after sufficient
Universal Service data are compiled. To that end, the Conipany agrees to review the Universal
Service data contained in the data warehouse and other relevant sources to evaluate, with the
LIURP Advisory Committee, whether a “special needs” component should be added to the
Company’s CAP Rate programs. A “special needs” component shall include, but is not limited to,
proéram changes that address the special needs of customers with incomes at or below 50% ;)f

the federal poverty level. The determination of whether a “special needs” program is necessary,

Mentgomery County Community Action Development Commission; Utility Emergency Services Fund (Philadeiphia County),
MasonDixon Cares, /o Mason-Dixon Community Services ( York County).
19



and the formulation of the program, if necessary, shall be completed by June 30, 2002. If PECO

and the LIURP Advisory Committee are unable to achieve consensus on a program by that date,
PECO shail, within 60 days thereafter, make a recommendation to the Commission concerning a
“special needs” component. Nothing in this Settlement shall be interpreted to preclude earlier
action from being taken to implement a “special needs” component in conjunction with the
LIURP Advisory Committee or as the resu-lt of any other proceeding or Commission requirémcﬁt.
The contributions to the county fuel funds, as described in Section 29, above, will be in li;.u of
the Company implementing a “safety net” or “special needs” component in years 2001 and 2002.
As described in this Settlement, the Company agrees to use its best efforts to develop data, to
study, and to evaluate this issue during this time frame.

32. As committed to in its Gas Restructuring Settlement at Docket No. R-00994787,
the Company agrees to an updated evaluation of the CAP Rate program by Dr. Peach.' In this
@ evaluation, Dr. Peach will assess the need for a “special needs™ component to the CAP Rate. Dr.
Peach’s evaluation shall be completed by January 31, 2002. |

33, By June 30, 2001, the Company agrees to provide the LTIURP Advisory .
Committee with a status report on the Company’s data warehouse and a report on the
contributions to the county fuel funds.

34. The initial maximum participation level of 100,000 customers in the Electric CAP
program specified in Paragraph 34 of the 1998 Electric Restructuring Settlement is increased.

Consistent with Paragraph 34 of the 1998 Electric Restructuring Settiement, the CAP Rate

10 Dr. Peach is the consultant who has conducted recent evaluations of PECO’s CAP Rate Program. In the event that Dr. Peach
declines or is unable to provide the service as set forth herein, a substitute shall be chosen who is mutuaily-acceptable to PECO and
the LIURP Advisory Committee.
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remains an open enrollment program for all eligible customers with a provisional rna?cimum
participation level of 125,000 customers subject to revision and adjustment in consultation with
the LTURP Advisory Committee when that level is reached.

35. In the event that Electric CAP Rate enrollm_em feaches 9b,000 customers, the cost
credit recoverable in the Universal Service Fund Cost (“USFC”) Section 1307 recovery
mechanism for each CAP Rate customer in excess of 90,000 will be $383 per year in order to
recover revenue shortfalls from the CAP Rate discounts. The USFC mechanism will recover only
the revenue shortfalls described above, and the Company relinquishes the right to recover .
administration, credit and collection costs, Uncollectible Accounts expenses, LIURP expense 'and
similar costs related to the CAP program through the USFC mechanism. The $383 per customer
per year amount will remain in eﬁ'ect until the Company’s next base rate case, will not be
challenged in Section 1307 proceedings, and will be deemed acceptable for the purpose of Section
1307 audits. The annual recoverable amount will be calculated on the basis of the $383 ;:ost
credit multiplied by the total number of electric customers over 90,000 enrolled in the CAP Rate
program (prorated fér partial year participants). The Joint Petitioners further agree that the
Company will be permitted to recover the annual recovérable amount beginning January 1, 2002,
Accordingly, this Sec;tion modifies the cost credit recovery calculation of the Section 1307
mechanism described in Paragraphs 33 and 34 of the 1998 Electric Restructuring Settiement.

36. In the event that Gas CAP Rate enrollment reaches 17,500 customers, the cost
credit recoverable in the USFC Section 1307 recovery mechanism for each Gas CAP Rate

customer in excess of 17,500 will be $200 per year in order to recover revenue shortfalls from the
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Gas CAP Rate discounts. The USFC mechanism will recover only the revenue shortfalls
described above, and the Company relinquishes the right to recover administration, credit and
collection costs, Uncollectible Accounts expenses, LIURP expense and similar costs related to the
Gas CAP program through the USFC mechanism. The $200 per customer per year amount will
remain in effect until the Company’s next base rate case, will not be challenged in Section 1307
proceedings, and will be deemed acceptable for the purpose of 1307 audits. The annual
recoverable amount will be calculated on the basis of the $200 cost credit multiplied t_Jy the total
number of gas customers over 17,500 enrolled in the CAP I;tate program (prorated for partial year
participants). Except as modified herein, the Joint Petitioners flirther agree that Company will be
permitted to recover the annual recoverable amount beginning June 30, 2002, in accordance with
the Gas R.estructuri'ng Settlement at Docket No. R-00994787.

37.  Additional electric and gas program costs for any new Universal Servk;e programs,
such as 2 “special needs” program (other than amounts committed above for 2001, 2002, and
2003 of $1.3 million, $1.3 million, and $0.4 million, respectively), will be eligible to be recovered
through the USFC Section 1307 recovery mechanism.

E. Environmental Provisions

38.  Wind Block Program.

a. Funding. PECO agrees to contribute to Community Energy, Inc.
(“CEI")“ the sum of three and one-half million dollars ($3,500,000.00) for its Pennsylvania Wind

Energy Program, payable to CE1 in the following four installments: the first one million dollar

11 CEl is a Delaware corporation with its offices in Philadelphia and Doylestown, Pennsylvania. CEI's corporate mission is to
develop and market renewable and clean encrgy options in a customer choice environment. The principal project of CEl at this time is
-“Pennsylvania Wind Energy,” under which new wind turbines are constructed with the generation marketed in “blocks™ to retail
customers. The program bas developed new wind facilities near Hazieton, Pennsyfvania, that commenced commercial operation in
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installment to be paid on the first business day following the date of the consummation of the
Merger; the second one million dollar installment to be paid within two business days'after
January 1, 2002; the third one million dollar instaiment to be paid within two business days after
January 1, 2003; and the remaining $500,000 to be paid within two business days after January 1,
2004. The funding will be used to advance the Pennsylvania Wind E}aergy Program to
Pennsylvania electric customers in a manner that is non-exclusive to the Electric Generation

Supplier a participating customer may select. Semiannually during 2001, 2002, 2003 and 2004,

CEI shall submit a report to PECO, the PUC, and the OCA detailing its expenditure of the funds

received from PECO. This report shall be in a form reasonably satisfactory to PECO.

b. Co-operative Marketing. Separate from the provisions in subsection (a)
above, CEI will work in conjuﬁction with PECO Energy and/or Exelon Energy (or its successor
EGS) to develop the business relationship necessary for PECO and/or Exelon Energﬁ to |
successfully offer wind bl_ocks to their customers. PECO Energy and/or Exelon Energy (or its
successor EGS) will provide resources to CEI to help CEI develop this p.rogram.

39. Photovoltaic Project.

a. The Company agrees to provide four million dollars ($4,000,000.00) to
fund a four-year photovoltaic project to purchase, install, finance and/or write down the cost of
the minimum number of rooftop units in each year of the project, as indicated below, with at ieast
1/3 of each year’s minimum production operational by May 15 of that year and the remainder
operational by the end of the respective year.

° 2001 - 100 Units
° 2002 - 100 Units

December, 1999 with wind blocks sold to commercial customers in the PECO service territory. Brent Alderfer, a former Public
Utilities Commissioner in Colorado, is President of CEL
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° 2003 - 125 Units
. 2004 - 125 Units

Each unit shall have a capacity ranging from 1.0 kW to 5 kW.

b. The payments to fund the project shall be made in four equal instaliments
to the Sustainable Development Fund (“SDF”) within two business days after January 1 of each
respective project year, except that in the évent the Merger has not been consummated by January
1, 2001, the first payment shall be made on the first bus;incss day following said consummation.

c SDF shall submit a report on this project as a distinct section of each SDF
semi-annual report that is required to be submitted to the Commission and the Joint Petitioners
pursuant to the SDF bytaws and applicable Commission order(s). Program investments, loans,
revenue and expenditures shall be reported in SDF’s ﬁs@ audits.

d. The SDF shall use its best efforts to implement the program as described
herein and to maximize effective use of the funds to install photovoltaic systems, consistent with |
its chartered purpose and its normal operating procedures managed by its Board of Directors.

40. Tariff Issnes.

a. The Company will make changes to Rate RS and Competitive Transition
Charge sections of the Electric Service Tariff as reflected in the red-lined versions attached hereto
as Appendix A,

b. To eﬁ‘ecti\jely implement Rate RS, a committee composed of
representatives from PennFuture, CAC, OCA and PECO shall, in consultation with Electric

Generation Suppliers (“EGSs”™), establish standardized metering and billing practices for that rate.
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41. New Pennsylvania W\ind Facilities.

a. To enable the development of new wind facilities in Pennsylvania, the
Company will provide the SDF three payments of four (4) million dollars each for a total amount
of twelve (12) million dollars for the development of new wind powered generation projects in
Pennsylvania, with the first payment to be made upon the consummation of the merger and the
subsequent two payments on the following two anniversaries of that date.

b. The SDF shall submit a report on this project as a distinct sec;ion of each
SDF semi-annual report that is req}xired to be submitted to the.Commission and the Joint
Petitioners pursuant to the SDF bylaws and applicable Commission order(s). Program
investments, loans; revenue and expenditures shall be reported in the SDF’s fiscal audits.

c. The SDF shall use its best efforts to implement the program as described
herein and to maximize effective use of the funds to develop new wind facilities in Pennsylvania,
consistent with its chartered purpose and its normal operating procedures managed by its Board
of Directors. The Company will be able to promote its funding of these facilities.

42. Renewables Education.

a. PECO agrees to pay the SDF the amount of five hundred thousand dollars
($500,000.00) a year for five (5) years to help fund consumer education on electricity from
renewable sources, including environmental, financial and technical conside;rations. Funds shall be
payable within two business days after January 1 of each year, except that in the event the me;'ger
is not consummated on or before January 1, 2001, the first year’s payment shall be made upon

consummation of the merger.
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b. The SDF shall submit a report on this project as a distinct section of each
SDF semi-annual report that is required to be submitted to the Commission and the Joint
Petitioners pursuant to the SDF bylaws and applicable Commission order(s). Program
investments, loans, revenue and expenditures shall be reported in SDF’s fiscal audits.

c. The SDF shall use its best efforts to implement the program as described
herein and to maximize effective use of the funds to provide public education on renewabie
electricity, consistent with its chaﬁered purpose and its normal operating procedures managed by

its Board of Directors.

d. In no event may the SDF use the funds provided by PECO to promote the
generation product of any particular company.

43. Sustainable De.velopment Fund. The Company agrees to accelerate the annual
payments otherwise due to the SDF by paying into said fund a lump sum payment of $9.98
Million before the later of consummation of the merger or January 1, 2001, representing estir_nated
collections during the period January 1, 2001 to December 31, 2006. Such payment shall be in
complete satisfaction of all exisiing obligations of the Company to make payment to the fund and
will not be subject to reconciliation.

44. Interconnection Issues.

a Facilities under 40 kW. PECO agrees to modify the provisions of its
“Requirements for Parallel Operation of Generation,"’ including Appendix II thereto, such that all
standards and procedures for certification and interconnection of facilities not exceeding 40 k'W

are stated within Appendix II. Proposed changes shall be submitted for review and discussion

_with other parties, as more fully delineated in Subsection B, below, prior to adoption by PECO.

26



b. Facilities over 40 kW, Additionally, in order to facilitate the
interconnection of distributed and renewable energy sources, while maintaining system safety and
reliability, PECO agrees to review, and adopt, where appropriate, new technical standards,
procedural requirements and expense requirements for interconnection. PECO will do so based
upon discussions with CAC, PennFuture, the SDF, and other interested parties regarding
modifications to the “Requirements for Parallel Operation of Generation,” including Appendix Il
thereto. The revisions to be considered shall provide for: (1) pre-certification of vanous |
catégories of such facilities to minimize individualized review; (2) standardization of engineering
and other pre-interconnection study costs; (3) inclusion of the system benefits of distributed
generation in determining distribution system costs charged to the customer and those borne by
the system; and (4) incorporation of relevant standards of the Institute of Electronic and Electrical
Engineérs (“LEEE”) and Nation'c-l] Fire Protection Association (“NFPA”). Facilitating
interconnection by maximizing time, procedural, technical and expense certainty while maintaining
system safety and reliability shall be of primary importance in considering any modifications {as
discussed above) to the current procedures. After consultation with the interested parties, as
described herein, PEACO shall make the final determination as to what changes are incorporated.
PECO shall not impose any distribution or transmission charges on the intercénnecting generator
unless such charges are imposed on all similarly situated generators regardless of owner or
purchaser, do not duplicate charges to retail customers, and have been approved by the
appropriate regulatory agency.

F. Promoting Competition

45, Access to Installed Capacity (“ICAP”). The Joint Petitioners expressly
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acknowledge that specified quantities of ICAP will be provided t.o EGSs pursuant to PECO’s
FERC Electric Market-Based Rate Tariff or the GenCo successor thereto as described in
Appendix C. The Joint Petitioners do not request the Commisston to ;speciﬁczilly approve the
terms of this Appendix C as part of the Joint Petition for Settlement, and the Joint Petitioners
acknowledge that Appendix C is referred to here for infonnatiqnal purposes only. The Joint
Petitioners further acknowledge that, by réfcrencing and att‘aching Appendix C, the Joint
Petitioners do not intend to confer jurisdiction on the PUC that does not otherwise exist leder

applicable law.

46.  a. Release of Customer Historical Billing Data, Via posting on the Success ‘
website, or its successor thereto, for all customers who, pursuant to apblicable Commission
orders, secretarial létters, rules or regulations, have authorized release of their information, PECO
shall .provide, without charge, to both licensed EGSs and licensed natural gas suppliers (“NGSs™) .
serving PECO customers, twelve individual months of historical monthly electric usage and billed
demand and/or gas billing data, as applicable, and as provided to PECO customers. Said' data
shall be provided per customer account. The website customer lists containing such data shall be
maintained until January 1, 2004, uniess the Commission shall make a generic determination
{whether by order, se(_;retan'al letter, rule or regulation) that such program shall continue and, if
50, under what term.s, Nothing in this Section releases PECO from complying with such a generié
détermination by the Comimission before the effective date of the Merger. The Success website
customer lists shall be updated quarterly and shall include individual monthly electric usage and

billed demand and/or gas billing data for the most recent twelve month period preceding the

respective quarter, for which data is available. However, the lag time shall not exceed 2 billing
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cycles. The relevant Supplier Coordination Tariff language shall be attached hereto as Appendix
D.

b. Individual Customer Inquires. PECO shall make all reasonable efforts to
respond within four (4) business days to customer-authorized EGS or NGS requests for individual
12 month historical customer usage and measured and billed demand information as historically
provided to customers. - |

47. Advance Notice of Process Changes. PECO Energy agrees to provide EGSs
.thirty (30) days advance notice of all discretionary, material Electric Choice process ;:hanges, such
as, for example, load forecasting aqd reconciliation, and a reasonable opportunity for comment
prior to making such changes.

48.  Customer Load Profile Revisions. If an EGS demonstrates to the Company that
a specific customer or customers experienced significant over or under deliveries relative to their
load profile(s) for a period of six continuous months, then the Company agrees to have a
representative of its Supplier Administration Group meet with the EGS to evaluate whether to
assign such customer(s) different prospective load profile(s) and, if such reassignment is justified,
to mutually agree to a prospective change in the load profile(s) of such customer(s).

49.  EDL PECO and all EGSs shall comply with all electronic data interchange
{“EDI”) standards and protocols as developed and defined by the Electronic Data Exchange
Working Group (“EDEWG”) and as approved by the PUC. PECO anq all EGSs shall provide an
indi;/idual point of contact skilled in EDI processes and systems for discussion and remediatioln of
any process failure or information transfer failure. All process or information transfer failures

caused by PECO or an EGS shall be remediated by the responsible party as soon as reasonably
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possible but not to exceed fbur'(4) busi_ness days. In the event of frequent and re;;etitive process
or information transfer failures, the responsible party will provide additional resources, including
EDI] consultants, to meet promptly with the other party’s point of contact to identify causal
factors and develop a remediation plan for such failures. The responsible party shall inform.the
other party of the progress of all corrective actions taken. Nothing contained herein shall prevent
the party alleging harm from filing a complaint with the PUC or pursuing other available remedies.

50. Dispute Resolution. PECO Energy agrees to apply and adhere to the

'Abbreviated Dispute Resolution Process set forth in Appendix E hereto to resolve disputes '

involving alleged violations of the .Retail Access Code of Conduct, the GenCo Code of COI-ldUCt,
alleged violations of its Electric Generation Supplier Coordination Tariff or a dispute allegedly
affecting or threatening the ability of an entity to provide electric generation or related services to
a customer or customers.

51. PLR Marketing. Until January 1, 2004, PECO agrees not to market, advertise
and promote its Provider of Last Resort (“PLR”) service. This agreemeht, howe\l/er, shall not
preciude PECO from providing objective information to customers of the availability and terms of
PLR service as part of a Commission-approved consumer education program or in response to a
specific consumer inquiries nor shall it prohibit PECO from continuing to conduct general
corporate image advertising concerning, for example, PECO's role as a corporate citizen in the
community or the reliability of i’ECO’s distribution system, such as the current “Be Prepared”
advértising campaign, |

52. Competitive Default Service. PECO agrees to revise the currently existing

Competitive Default Service (“CDS”) auction process as follows:
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a. As of.Apri! 1. 2000, the Company wili issue a Request for Proposal
(“RFP”) for electric generation supply and capacity only, excluding customer care functions
(such as call center, collections and billing, etc.), that reqqires bids to be received on or before
May 1, 2000. The winning bidder will be selected by the Commission by July 1, 2000. As
required by the terms of its 1998 Electric Restructuring Settlement, PECO’s divisional or affiliated
EGSs may not bid, and the RFP will cover 20% of all of PECO's residential custor;ners determined
randomly from both shopping and non-shopping customers. The Company will adjust downw.ard,
'as appropriate, the currently required surety to reflect the reduced ris_k to the Compaﬁy. associated
with bids.for only the energy and capacity component of PLR service.

b. In the event nc winning bidder is selected through the RFP process, the
Company agrees t0 engage in good faith negotiations with qualified suppliers to.enter into a
bilateral CDS agreement or agreements between PECO and one or. more suppliers for provision
of electric generation supply and capacity to the twenty percent {(20%) of PECO’s residential
customers included in the CDS auction. PECO’s divisional or.affiliated EGSs may not participate
in this process. For the bilateral agreements, EGSS are free to propose the stranded cost buy
down. Any CDS bilateral agreement(s) resulting from these negotiations shall: (1) include a
schedule for implementation; (2) shall not require CDS customers to pay generation rates iq
excess of the otherwise applicable shopping credits; (3) unless PECO otherwise agrees, shall not
impose additional costs on PECO as compared to costs PECO would have incurred if the CDS
loaci had been awarded in accordance with the terms of the 1998 Electric Restructuring |
Settlement; and (4) shall be filed with the Commussion on-or before October 1, 2000. Unless:

expressly provided herein, the CDS provisions in Paragraph 38 of the 1998 Electric Restructuring
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Settlement shall remain in effect.

c. In the event that PECO is unable to reach agreement with any supplier on 2
CDS bilateral agreement by October 1, 2000, or in the event the Comﬁssiom by November 1,
2000, modifies, rejects or fails to approve any filed bilateral CDS agreement, and if, on January 1,
2001, less than 35% of all PECO's residential and commercial customers, by class, are obtaining
generation service from an altermate EGS or PECO supplier affiliate or division, then PECO shali,
as provided in the Company’s 1998 Electric Restructuring Settlement, randomly assign, l:;y class,
to all licensed suppliers serving residential and/or commercial customers on its system, except
PECQ’s divisional or affiliated EGSs, the percentage of such customers required to fulfill the
January 1, 2001 thirty five (35%) market share threshold. Nothing contained herein shall absolve,
limit or qualify PECO’s obligation to randomly assign, by class, customers sufficient to achieve
the 35% target, as set forth in Paragraph M. 39.a. of the 1998 Electric Restructuring Settlement. .
PECO shall assign said percentage of such customers among eligible suppliers in accordance with
Commission-approved procedures. Any such assignment resulting from this process shall not
require the assigned customers to pay generation rates in excess of the otherwise applicable
shopping credits.

d. If, for reasons beyond PECO's réasonable control, the schedules outlined in
Sections 53. a. and/or b., above, are not met, such that PECO is unabie to select a CDS provider
thereunder by January 1, 2001, then, for purposes of the assignment required by Section 53 ¢,
above, the twenty percent (20%) of customers otherwise covered under Sections 53. a. and b. will
nonetheless be included in calculating the required thirty-five percent (35%) market share

threshold. Notwithstanding the above, in the event that, by September 1, 2000, a CDS provider
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has not been selected pursuant to either Sections 53. a. or b., above, the Company shall, pursuant
to the process set forth in Section 53. c., above, assign the percentage of customers necessary to
reach the 35% market share threshold. This assignment shall fully satisfy the Company‘s CDS
auction requirement.

53. Shopping Credits (CTC/ITC True -Up). The Company will reconcile all
Competitive Transition Charge (‘CTC”) and Intangible Transition Charge (“ITC”) (collectively
“Transition_ Charge™) revenues on an annual basis in two categories: (a) Residential; and |
(b) Commercialﬂnduét:ial (encompassing all commercial and industrial accounts). Tl'lislchange.
will become effective for the Section 1307 reconciliation proceeding determining rates for the
year 2001, This modification of the reconciliation process will minimize changes to shopping
credits in commercial and industrial rate classes by expanding the reconciliation base. The
Company will notify customers b.y bill insert of the applicable shopping credits that result from the -
annual CTC/ITC reconciliation. Whenever possible, the Company will atternpt to provide such
notice in advance of the change becoming effective. '

S4.  “Fresh Start” For Special Contract Customers. Notwithstanding any contrary
contract term or con;iition, each customer that is party to an existing contract with PECO entered
into under Ruie 4.6, the Economic Efficiency Rider, the.lncremental Process Rider or the Large
Inteﬁ'uptible Load Rider of PECO’s Tanff Electric-Pa. PUC (“Special Contracts”) shall have a
unilateral, one-time option to terminate such contract with PECO for Competitive Energy Supply.
The customer may exercise the option by providing written notice via certified mail, return
receipt requested, to the Vice President, Customer and Marketing Services, PECO Energy

Company, 2301 Market Street, Philadelphia, Pennsylvania 19101 to be received during the sixty
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(60) day period commencing ninety (50) days after the date of closing on the merger of PECO
and Unicom. If exercised, such termination will be effective as of the meter-read date
immediately following the expiration of the sixty (60) day exercise period. Customers exercising
the “Fresh Start” option will not be subject to an extra-contractual “Fresh Start” penalty or -
charge, but will be required to fuifill any otherwise applicable contractual obligations for the
remainder of the contract term. For customers exercising this option who were p#rties to Special
Contracts as of January 1, 1997, the charges for Electric Delivery Service, which consist of the
unbundled charges for distribution services and Transition Charges, shall bé those chérges as
unbundled effective as of January 1., 1999, subject to any applicable increases that result from the
expiration of the distribution and/or generation rate caps. Where the Special Contract expressly
specifies unbundied charges or methodology, the contract shall govern. For customers who were
parties to Special Contracts gntered into after December 31, 1996, the charges for Electric
Delivery Service shall be the same as those for customers receiving service under Rate HT, unless
the Special Contract otherwise specifies those charges. In such case, the Special Contract shall
govern.

55. Information Reperting. Upon the request of an EGS, PECO will provide to the
requesting party a copy of the monthly report filed with the Commission pursuant to the GenCo.
Code of Conduct, excluding sales by t‘he GenCo to PECO for Provider of Last Resort Service,

56.  Distribution Of A Shopping Guide. In cooperation with the OCA, PECQO will
distribute to all of its residential customers copies of the OCA’s “Shopping Guide” or a simila.r
shopping guide that shows the prices, relative to PECO’s price to compare, being offered by

competitive suppliers for residential generation service m PECO’s service territory. PECO will
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provide copies and distribute the shopping guide at its own expense at least twice per year during
calendar years 2000, 2001 and 2002.

G.  Corporate Structure Protections

57. Cost of Capital of Regulated Distribution Operations. The cost of capital used
in establishing PECO’s rates for retail electric and gas distribution service rt;.gulated‘ by the
Commission shall not reflect any risk adjustment associated with its corporate parent, Exelon, or
any affiliate not regulated by the Commission. For purposes of this section, PECO’s cost of
c;apital shall include its cost rates for d.ebt, preferred stock and common equity as applied to
PECQ’s capital structure ratios.

58. Investment Conditions. From and after the effective date of this Settlement,
PECO shall not: (1) guarantee the debt or credit instruments of Exelon or any affiliate not
regulated by the Commission; (2) grant a mortgage or other lien or otherwise pledge as security
for repayment of the principal or interest of any loan or credit instrument of Exelon or any affiliate
not regulated by the Commission any property used and useful in providing retail utility service to
the public subject to the Commission’s jurisdiction; or (3) make any loan or otherwise extend
credit to Exelon or any affiliate not regulated by the Commission for a term of one year or more.
Upon PECO’s request, as set forth in a Securities Certificate registration or other appropriate
filing, the Commission may waive any one or more of these prohibitions if it finds that PECO’s
retail. customers receiving service subject to the Commission’s jurisdiction will be fully protected
from bearing any increased costs as a result of granting the requested exception and that such

customers will obtain some benefit from the transaction(s) made possible by the requested

‘exception.
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59.  Transactions Between PECO and Its Affiliates. PECO will maintain reasonable
accounting controls and other procedures for the allocation of overhead and other costs of jointly
used assets and personnel. Such controls and procedures will be designed to provide reasonable
assurance that PECO does not bear costs associated with the business activities of affihated
companies, which costs are not regulated by the Commission, ‘PECO will also maintain
reasonable pricing protocols for determinfng transfer prices for transactions between PECO and
affiliated companies involved in business activities not regulated by the Commission. PECIO will
provide for appropriate ratemaking recognition, after expiration of its transmission and
distribution rate cap, of all after-tax net proceeds, or other benefits, from the sale to, or use by, '
affiliates of used and useful utility assets that were allowed in PECO’s retail distribution base
rates.

60.  Limitation on Affiliate Purchased Power Rate Cap Exception. PECO agrees .
that it cannot argue, in any proceeding before the PUC involving the applicability of the rate cap
exception (66 Pa. C.S. §2804(4)), that increases in the price of purchased power are outside the
control of PECO simply because the purchase is from Exelon Generating Company or another

affiliate. PECO agrees that the Call Contract between it and Exelon GENCO, filed with the

- FERC on December 16, 1999, cannot form the basis of a rate cap exception and that the PUC

retains authority to review the reasonableness of rates charged to PECO’s retail distribution
customers as a result of the Call Contract.

61.  Continuation of Jurisdiction. The Commission’s approval of the Application
does not affect PECGO’s existing legal obligation to comply with all provisions of the Code,

including Chapters 11 and 21 thereof.
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62.  Access to Books, Records and Personnel. Upon written request, PECO will
provide to the Commission, the OTS, the OCA and the OSBA reasongble acoess tolthe books,
records, officials and staff of PECO’s affiliates not regulated by the Commission to the extent:
(1) such affiliates provide goods or services to PECQO; and (i) access to such books, records,
officials or staff is necessary for the Commission to perform its regulatory oversight responsibility
with respect to PECO’s purchases of goo.ds or services_from those affiliates. PECO agrecs' to -
accept service in Philadelphia,l Pennsylvania, of any requests made pursuant to these prov.isions
and, in responding to such requests, PECO will make available within the Commonwcallth of
Pennsylvania the books, records and personnel responsive to those requests. However, nothing
set forth herein shall constitute or be interpreted as a waiver by PECO of its night to raise
traditional discovery objections to any such requests, including, but not limited to, objections on
the baéis of relevance and privi]'ege. Additionally, before responding to any such requests, PECO:
shall be permitted to require the imposition of protections it deems necessary to prohibit
disclosure of propnietary or confidential information. .

63.  Annual Reports. PECO shall provide the OCA and the OT'S with a copy of its
annual report filed with the Secunities and Exchange Commission (“SEC™} and its Annual Report
to Shareholders applicable to each of the years 2001 thﬁmgh 2006.

H. Corporate Presence And Commitment To Local Communities

64. PECO’s Corporate Headquarters. PECO will maintain the corporate
headquarters for its distribution business in PhiIadelphié through at least 2005.

65. Employment and Staffing Levels. PECO Energy will maintain employment at

2301 Market Street at no less than 1250 employees through 2003 and will verify compliance with
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this provision by filing an annual statement with the Commission. In addition, PECO commits to
maintain the staffing levels required to ensure the adequate, efficient, safe, reasonable and
reasonably continuous operation of its regulated distribution business.

66. Contributions. PECO agrees to maintain at least current levels of charitable and
civic giving and economic and community devélopment contributions in Pennsylvania through
2003.

L Large Customer Provisions

67. Amtrak Options for Transition Charge Buyout. Amtrak shall have the option

to execute a lump-sum buyout of its Transition Charges as set forth in Appendix F. The

" Commission is requested to approve this provision,

68. City of Philadelphia Options Under Rule 4.6 Contract. PECO shall grant the
City of Philadeiphia additional n'lghts and options under its Rule 4.6 contract, as set forth in
Appendix G. The Commission is requested to approve the changes reflected in Appendix G.

J. General Settlement Provisions |

69. Effectiveness of Settlement. The Settlement will go into effect upon the
Commission’s issuance of a final order approving the Settlement without modification. If the
Commission rejects the Settlement, the Settlement auto.matically will terminate and be null and
void. If the Commis.sion, in approving the Settlement, should modify any terms or’conditions of
the Settlement or add any conditions, any Joint Petitioner may elect to withdraw from the
Settiement by filing a notice of withdrawal with t}.ne Commission’s Secretary and serving a copy
thereof upon all Joint Petitioners by facsimile or overnight delivery service within five business

days of the entry of the Commussion’s Order. In addition, the consummation and closing of the
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Merger and Corporate Restructuring constitute conditions precedent to the Settlement; provided,
however, that Section 53 of the Settlement (dealing with Competitive Default Sefvice). and
Sections 69 and 70 of the Settlement (dealing with Commission approvals necessary to
consummate the Corporate Restructuring and Merger, withdrawal of intervenors’ actions at other
agencies and the parties’ obligations to support the Settlement), are not subject to these
conditions precedent; and provided further that Sections 58 through 63 (dealing with Corporate
Structure Protections) shall have as a condition precedent only the consummation of the
Corporate Restructuring. Once the Merger and Corporate Restructuring have been consummated
and closed, this Settlement and its terms shall be implemented and enforceable notwithstanding
the pendency of a petition for reconsideration or a legal challenge to the Commission’s approval
of this Joint Petition and Settlement uniess such implementation and enforcement of the
Settlement is stayed or enjoined by the Commission, another regulatory agency, or a court having
competent jurisdiction over the matter.

70.  All Issues Resolved. The Settlement resolves with prejudice all issues related to
PECO’s Application for Merger and Corporate Restructuring. The approvals requested in
PECQO’s Application are approved, as modified by the Settlement. This Settlement precludes the
Joint Petitioners from asserting contrary positions in derogation of this Settlement with respect to
any issue addressed herein during subsequent litigation against PECO; provided, however, that
this Settlement is made without admission against or p-rejudice to any factual or legal positions
which any of the Joint Petitioners may assert in (a) the subsequent litigation of this proceeding in
the event that the Commission does not issue a final, non-appealable Order approving this

Settlement without modification; or (b) in any proceeding involving another Pennsylvania utility.
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This Settlement is determinative and conclusive of all of the issues addressed herein and
constitutes a final adjudication as to the Joint Petitioners of the matters thereof. All Joint
Petitioners shall support the Settlement and make reasonable and good faith efforts to obtain
approval of the Settlement by the Commission and any Courts.

71, Intervenors to Withdraw Other Actions. All Joint Petitioners other than PECO
(“Intervenors”) shall, immediately upon entry of a final Commission order approving the |
Settlement, withdraw any actions, interventions or protests filed and terminate all other
barticipation, fqrmal or informal, direct or indirect, by such Intervenors and their afﬁiiates in ali
proceedings involving or related to.the Merger, the Corporate Restructuriﬁg, the comparabl-e
corporate restructuring of Unicom and Commonwealth Edison and related transfers of assets and
transactions thereunder before other agencies or courts including, but not limited to, FERC, SEC,
NRC, DOJ, FTC, FCC, IRS, and Illinois Commerce Commission (“Other Forum™)."?' Upon
execution of the Joint Petition, Intervenors and their affiliates shall not initiate any such action,
protest, intervention or participation before any Other Forum; provided, However,. if, before the
Commissiqn enters an order granting, denying or modifying this Joint Petition, a filing is requiréd
in a proceeding before an Other Forumﬁwhich_. if not made, would cause the Intervenor to waive
its right to participate in such proceeding in the event this Settlement is not approved, a ﬁling,
which does not state a position adverse-to PECO in such proceeding, may B_e filed to preserve
such Intervenor’s right to participate in such proceeding. Any such filing will be withdrawn

immediately upon entry of a final Commission order approving the Settlement. Additionally, if

12 However, this provision does nolt require any Intervenor to withdraw from the FERC proceeding at Docket No. EL0-25-000

wherein Commonwealth Edison, et al., requested a declaratory order containing, inter alia, findings that an independent transmission
company subject 10 oversight by the Midwest Independent Transmission System Operator would have the characteristics and would

fulhill the functions of a Regional Transmussion Cperator (“RTO”) under FERC's Notice of Proposed Rulemaking at-Docket No.

RM?99-2-000. /
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any court reverses, vacates or modifies the Commission’s final order approving the Settlement,
the Intervenors may intervene or revive a prior intervention in any then-pending proceeding in an
Other Forum and, in that event, PECO shall not object to such intervention or revival on the
grounds that it is untimely. .

72. Other Proceedings. Acknowledging that it is l_axpressly understood and agreed
that the Settlement constitutes a negotiatéd resolution solely of issues addressed herein, the
Merger and the Corporate Restructuring, the Joint Petitioners agree that this Settlement slhall not
constitute or be cited as controlling precedent in any other proceeding, including a proceeding
involving a merger or an acquisition by another Pennsylvania electric utility. ‘

73.  Unless expressly modified by this Settlement, ali of the terms and conditions of the

1998 Electric Restructuring Settlement remain in full force and effect.

IV. PUBLIC INTEREST CONSIDERATIONS

The Joint Petitioners submit that this Settlement is in the public interest and should be
approved in full for the following reasons:

74. Rates Will Be Reduced. The Settlement provides for $200 million of ;ate
reductions over a four-year period commencing January 1, 2002.

75, Transmission And Distribution Charges Will Be Capped i*‘or An Additional
Eighteen Months. The Settlement extends the cap on PECQO’s transmussion and distribution
charges, which otherwise would expire on June 30, ZOQS under the 1998 Electric Restructuring
Settlement, unti! December 31, 2006.

76.  Post-Cap Distribution Rate Increases Will Be Mitigated. The Merger will

create the opportunity to achieve cost savings through the sharing of best practices, purchasing
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economies and the elimination of duplicative functions. In addition, PECO has agreed that any

future increases in nuclear decommissioning costs will be shared between shareholders and

.

customers.

77. Reliability And Customer Service Will Be Enhanced. The Settlement requires
PECO to develop enhanced reliability and customer service stgndards and to hold management
and supervisory personnel accountable if those standards ax;e not met.

78. Competition Will Be Promoted. The separation of electric generation and
marketing functions from regulated delivery services will facilitate compliance with the'Code of
Conduct and Competitive Safeguards (GenCo Code of Conduct) adopted as part of the 1998
Electric Restructuring Settlement. In addition, the Settlement promotes increased retail elec.tric
competition in PECO’s service area through power sale commitments under its FERC market-
based tanﬁ‘, grants special contract customers a sixty-day “fresh start”; facilitates the exchange of
information between PECO and third party suppliers; imposes restrictions on PECO’s promotion
of its provider of last resort (PLR) service; im;;:lements an Abbreviated Dispute Resolutién
Process; and establishes transition cost reconciliation procedures designed to reduce annual
swings in shopping credits.

79. Universal Service Coverage Will Be Expanded. The Settlement removes the
100,000 customer limit on the CAP Program, reduces the level of cost recovery of the Universal
Service Program, calls for consideration of institution of a “special needs” program and provides
for additional contributions by PECO to county fuel fund agencies in PECQ’s service territory.

80. The Environment Will Benefit. The Settlement promotes the use of renewable

energy sources through the funding of one of the largest investments in wind generation in the
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Eastern United States; educ.ational outreach; the development and/or funding of a retail wind
block program; the development of photovoltaic generation; expanded availability of Rate RS for
renewable energy installations; and the acceleration of payments to the Sustamnable Development
Fund.

81. Customers Will Be Protected Against Unregulated Risk And (Fross—
Subsidization. One of PECO's objectives in adopting.a holding company structure is to insulate

utility customers from the risks attendant to unregulated businesses. Consistent with that

objective, the Settlement provides that the determination of regulated rates shall not be affected

by the success or failure of nonregulated businesses; requires PECO to adhere to reasonable
accounting controls and pricing protocols in its dealings with affiliates; imposes-conditions on
PECO’s extension of credit; and ensures reasonable access to the books, records and personnel of
affiliated entities.

82. PECO Will Maintain A Strong Corporate Presence In Southeastern
Pennsylvania. The Settlement ensures that PECO will maintain corporate staffing at 2301
Market Street at no less than 1250 through 2003 and maintain charitable and civic giving in
Pennsylvania at no less than current levels through 2003.

83, Substantial Litigation And Associated Costs Will Be Avoided. The Settlement
amicably and expeditiously resolves a number of important and contentious issues. The
administrative and appellate burden and costs to litigate thesé matters to conclusion would bf;
substantial.

84.  The Settlement Is Consistent With Commission Policies Promoting

Negotiated Settlements. The Joint Petitioners arrived at the Settlement terms after conducting
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extensive discovery and engaging in in-depth discussions over many weeks. The Settlement terms
and conditions constitute a carefully crafted package representing reasonable negotiated
compromises on the issues addressed herein. Thus, the Settlement is consistent with the

Commission’s rules and practices encouraging negotiated settlements (see 52 Pa. Code §§ 5.231,

69.391, 69.401) and Chairman Quain’s admonition specific to this proceed'ing that the parties

“work diligently, in the spirit of compromise repeatedly endorsed by this Commission, to reach an
amicable resolution of this matter, if at all possible.” See Separate Statement of John M. Quain,
Chairman, issued March 2, 2000 in conjunction with the PUC’s QOrder denying PECO’s Petition

for certification of the record under Section 335(a).



V. CONCLUSION

WHEREFORE, the Joint Petitioners, intending to be legally bound, respectfully request
that the Cémmission: (1) approve this Joint Petition, including all terms and conditions contained
herein, without modification; (2) issue Certificates of Public Convenience under Section 1102 of
the Code authorizing the proposed Corporate Restructuring and Merger and the t.ransfcr of assets
contemplated therein; (3) apprové the agreements with affiliated interests attached as Exhibitsl “H-
17, “H-2" and “H-3" to the Application; (4) make the findings required by Sections ;?2.10 and
2811(e) of the Code; {5) make the findings required by Sections 32(c) and 32(k) of the Public
Utility Holding Company Act regarding EWG status;, (6) approve the Tariff Supplements attached
as Appendix A to become effective pursuant to terms set forth therein; and (7) terminate and

mark closed the proceedings at Docket No. A-110550F0147.

Respectfully submitted,
Paul R. Bonney Esqmre -. Irwin A. Popowsky, Esquire
Ward L. Smith, Esquire Tanya McCloskey, Esquire
Delia W. Stroud, Esquire Office of Consumer Advocate
Kent D. Murphy, Esquire 555 Walnut Street
PECO Energy Company ‘ Forum Place, 5™ Floor
2301 Market Street . : Hamisburg, PA 17101

“P.Q. Box 8699 For the Office of Consumer Advocate
Philadelphia, PA 19101-8699 : ‘

Thomas P. Gadsden, Esquire
Anthony C. DeCusatis, Esquire
Morgan, Lewis & Bockius, LLP
1701 Market Street
Philadeiphia, PA 19103-2921
For PECO Energy Company
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Kenneth L. Mickens, Esquire
Kandace F. Melillo, Esquire ;
Pennsylvania Public Utility Commlssmn Suite 1102, Commierce Building

Office of Trial Staff 300 North Second Street
P.O. Box 3255 Harrisburg, PA 17101
Harrisburg, PA 17105-3265 For the Office of Small Business Advocate
For the Office of Trial Staff

John: Hanger, Esquire
Peter Meadows Adels, Esquire
117 S. 17th Street, Suite 1801

Philadelphia, PA 19103 Room 545, Main Capitol Building
For Citizens for Pennsylvania’s Future Harrisburg, PA 17120
et al. For State Senator Vincent J, Fumo

Do llla

Daniel Clearficld, Esqum:

Gerald Gornish, Esquire

Kevin Moody, Esquire amnigpdrg, PA 17101-1108
Wolf, Block, Schorr & Solis-Cohen LLP For Conectiv Energy

212 Locust Street, Suite 300

Hamsburg, PA 17101

‘Eric Jns? Epsfei:/ : Michael Fiorentino, Esquire
4100 Hillsdale Ro Joseph Otis Minott, Esquire
Harrisburg, PA 17112 105 N. Front Street, Suite 106
Pro Sc Harrisburg, PA 17101

For Clean Air Council
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Community Legal Service

1425 Chestnut Street

Philadelphia, PA 19102

For CEPA, ACORN, TAG and Action
Alliance

Patricia McNamara
6048 Ogontz Avenue
Philadelphia, PA 19141
Pro Se

Marc Machlin, Esquire

Pepper Hamilton LLP

600 14™ Street, NW

Washmgton, DC 20005

For the National Railroad Passenager
Corporation
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McNees, Wallace & Nurick

100 Pine Street

Harrisburg, PA 17108

For the Philadelphia Area Industrial Energy
Users Group

Dawvid M. Kleppinger, Esquire

McNées, Wallace & Nurick
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For Industrial Energy Consumers of
Pennsylvania

Joseph A. Dworetzky, Esquire
Hangley, Aronchick Segal & Pudlin
One Logan Square, 27th Floor
Philadelphia, PA 19103

For the Mid-Atlantic Power Supply
Association
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of PECO Energy Company for o :
Approval of its Restructuring Plan Under : Decket Nos. R-00973953
Section 2806 of the Public Utility Code, etal and P-00971265

JOINT PETITION FOR FULL SETTLEMENT
OF PECO ENERGY COMPANY’S
RESTRUCTURING PLAN AND RELATED APPEALS
AND APPLICATION FOR A QUALIFIED RATE ORDER AND
APPLICATION FOR TRANSFER OF GENERATION ASSETS

PECO Energy Company (“PECO” or the “Company™); Senator Vincent J. Fumo; the

Office of Consumer Advocate (“OCA™); the Office of Small Business Advocate (‘;OSBA”); the

Office of Trial Staff (“OTS”); the Philadelphia Area Industrial Energy Users Group

(“PAIEUG™); Lance S. Haver; the Consumers Education and Protective Association, et al.
' (“CEPA™); the Environmentalists; the Delaware Valley Energy Consortium; Pennsylvania

Retailers® Association; U.S. Department of the Navy; Action Alliance of Senior Citizens of

Greater Phﬂadelphia; Pennsylvania Department of Aging; Southeastern Pennsylvania

Transportation Authority (“SEPTA”); Enron Power Marketing, Inc. (“Enron”); NEV East LLC

(*NEV”); Conectiv Energy; Mid-Atlantic Power Supply Assoc. (“MAPSA™); Skipping Stone;

¥ As used herein, CEPA refers collectively to several intervenors represented by common counsel, including the Consumers

Education and Protective Association, the Tenant Action Group, ACORN and John W. Long, Jr.
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NorAm Energy Management, Inc. and Electric Clearinghouse, Inc.; Pennsylvania Petroleum

Association and Pennsylvania Association of Plumbing, Heaﬁng, Cooling Contractors, I_ﬁc.;
Allegheny Power System, Inc. (“APS™); GPU Energy Inc. (*GPU™); PP&L, Inc. ("PP&L”);
Pennsylvania Rural Electric Assoc. (“PREA”) and other parties as desigﬁated on the signature
pages (all such parties collectively referred to as the “Joint Petitioners™), by their counsel,
respectfully submit this Joint Petition f-or Full Settlement of PECO Energy Company’s Proposed
Restructuring Plan and Related Appeals and Application for a Qualified Rate Order and |
Application for Transfer of Generation Assets (“Joint Petition”).

The terms and conditions of the Joint Petition represent a comprehensive settlement
which resolves all 1ssues on appeal before the Commonwealth Court and all issues before the
U.S. District Court arising from challenges by the Joint Petitioners to the Commission’s final
order, reconsideration order. and corhpliance orders regarding PECO’s Application for Approval
of its Restructuring Plan Under Section 2806 of the Public Utility Code. The Joint Petitioners
aver that this comprehensive settlement is in ﬁle public mterest and, therefore, request that the
Commission: ( 15 approve without modification the proposed settlement as set forth in the Joint
Petition; (2) amepd the Commission’s final order; reconsideration order and compliance filing |
orders as necessary to implement the full settlement; (3) approve the tariff supplements

necessary to implemeﬁt the proposed settlement as appended hereto; (4) issue 3 Qualified Rate
Order authorizing PECO to securitize up to $4.0 Ibi.llion of stranded assets and costs as agreed to

herein; and (5) approve PECO’s transfer of generation assets as set forth berein.”

% The Joint Petitioners recognize that pursuant to the Public Uhility Code, the Commission is cbligaied to provide notice and

an opportunity to be heard before it may amend 2 prior order or issue a Qualified Rate Order. The Joimt Petitioners agree:

2
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In support of their request, the Joint Petitioners state as follows:

I. SUMMARY OF SETTLEMENT

The Joint Petitioners have agreed to the proposed settlement terms and conditions set
forth in this document as a means to resolve, finally and equitably, all issues arising from
PECQO’s proposed restructuring plan and application for a qualified rate order, inllicu of fl.u'ﬂ::er '
protracted and expensive litigation in state and federal cousts.

In particular, the Joint Petitioners have agreed to terms and conditions that fairly balance
the interests of all parties affected by PECO’s restructuring plan and that foster the creation of a
vibrant compeﬁﬁ;re market All PECO customers will receive a guaranteed 8% rate reduction
effective January 1, 1999, the start date for retail electric generation competition in PECd’s

service territory, through December 31, 1999, and a 6% rate reduction from January 1 to
December 31, 2000. In addiion to the guaranteed rate decreases of 8 and 6%, customers shall

receive a system-average shopping credit of 4.46 cents per KWH on January 1, 1999.

_ Customers that elect to shop for generation shall receive total rate reductions in 1999 equal to an’

8% rate decrease and in 2000 equal to a 6% rate decrease, plus savings produced by the
difference between their generation purchase price and their shopping credit. Moreover, given
the system average shopping credit of 4.46 cents per KWH for the years 1999 and 2000 called

for in the proposed settlement as well as other specific components agreed to herein, the Joint

(1) that PECO will provide written notice by lester to its customers; (Z)thmPECOudnpos:noﬁoeinitsofﬁceéndonits
Internet web page; and (3) that PECO will provide notice by news release.
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Petitionérs expect the development of a vibrant competitive market with many alternative
ele;:tric generation suppliers.

In addition, PECO shall (1) recover a substantially smaller amount of stranded cost
recovery than it claimed before the Commission; (2) transfer its generation assets and liabilities
and wholesale power contracts subject to competitive safeguards to insure fair dealing;

(3) expand its current universal service programs; (4) accelerate the phase-in to customer choice
for all customer classes; (5) educate consurners about restructuring; (6) facilitate funding of
sustainable energy and ec.onom.ic development; (7) encourage small rcncwable. €nergy
technologies; and (8) withdra;w all of its appeals before Commonwealth Court and its civil
complaint before the U.S. District Court challenging the Commission’s restructuring orders at
Docket Nos. R-00973953 and P-00971265.

The other Joint Petitioners, in tum, agree to resolve all objections to PECO’s
Restructuring Plan, as set forth herein, and to withdraw (1) all cases pending before the
Commonwealth Court which challenge the constitutionality t;)f the Electric Competition Act and
the Commission’s May 22, 1997 Order at Docket No. R-00973877 in PECO’s securitization
proceeding and (2) all appeals pending before Commonwealth Court which challenge the
Commission’s restructuring orders at Docket Nos. R-00973953 and P-00971265, as set forth in

Part S herein.



II. BACKGROUND

1. OnDecember 3, 1996, Governor Ridge sisned into law the Electricity Generation
Customer Choice and Competition Act (66 Pa. C.S. §8 2801 et seq.)(the “Electric Competition
~ Act”). The Electric Competition Act fundamentally restructures the provision of retail electric
service in Pennsylvania by mandating the introduction of customer choice of generation supplier
commencing Jannary 1, 1999
| 2 On April 1, 1997, PECO submitted a comprehensive Restructuring Plan in which
it requested the Commission to approve (1) the imposition of unbundled rates, Competitive
Transition Charges (“CTCs”} and specific tariff provisions to ensure customers direct access to
all licensed electric generation suppliers; (2) the recovery of $6.8 billion®.of transition and
stranded costs; (3) the implementation of a plan to mee; its universal se;vide oBligations,
including a mechanism to recover the costs of those obligations; and (4) the implementation of a
proposed Consumer Education Program.

3. PECO provided notice of its Restructuring Plan filing to all customers byl bili
insert. In addition, notice of the filing was published in newspapers of general circulation in
PECO’s service territory. Copies of the filing were served on all parties to PECO’s
securitization proceeding at Docket No. R-00973877 and on all active participants in PECO’s
last general base rate mvestigation at Docket No. R-891364.

4. PECO’s filing was assigned to Administrative Law Judges Marlane R. Chestnut

and Charles E. Rainey, Jr. (the “ALJs”). Thereafter, over thirty parties intervened in the

o
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proceeding and, on June 20, 1997, thirteen parties filed extensive testimony challenging various’
aspects of PECO’s Restructuring Plan. In response, PECO, on July 18, 1997, submitted the
rebuttal testimony and supporting exhibits of twenty-two witnesses.

5. On July 30, 1997, PECO and 2 number of other parties submitted a Motion for
Continuance of Hearings in which they advised the ALJs that settlement negotiations were
underway. As a consequence, by Orders issued July 31, 1997 and August 14, -1_ 997, the ALJs
suspended the due date for the filing of surrebuttal testimony and continued the hearing schedul'c_
to allow the settlement discussions to proceed.

6.  On August 27, 1997, PECO and other parties filed with the ALJs and the
Commission a Joint Petition for Partial Settiement of PECO Energy Company’s Proposed
Restructuring Plan And Application For A Qualified Rate Order (the “Angust Partial
Settlement”). | '

7. Several parties opposed t};e August Partial Settlement. As a result, the ALJs
established a schedule for the filing of direct and responsive testimony by both those supporting
the August Partial Settlement and those opposing it. Public input hearings on the August Partial

Settlement were convened on October 9 and 10, 1997 and technical, evidentiary hearings were

‘held on October 14-16, 1997. In addition, by Order entered October 2, 1997, the Commission

directed that the evidentiary record be certified and the case briefed directly to the Commission

without issuance by the ALJs of a Recommended Decision.

* In its April 1, 1997 Restructuring Filing, PECO claimed stranded assets and costs totaling $6.8 billion. That figure
increased to $7.5 billion in PECO’’s rebutial case submission on July 18, 1997,
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8. On October 7, 1997, Enron Energy Services Power, Inc. (“Enron”) filed a Petition l'
with the Commission at P-00971265 requesting that it: (1) approve an altet:native restructuring
proposal (the “Choice Plan”) in lieu of the August Partial Settlement; (2) designate Enron the
provider of last resort in PECQ’s service territory; and (3) direct PECO to issue to Enron
transition bonds totaling $5.461 billion (the “Enron Petition”). Enron also filed a Motion to
Consolidate its Petition and the August Partial Settlement.

9. At its public meeting two days later, on October 9, 1997, the Commuission set the
Enron Petition for hearings and consolidated its consideration with the ongoing proceedings
involving the August Partial Settlement. 'I'hereafte;, in accordance with a schedule established
by the ALJs, extensive direct and responsive testimony was submitted by both Enron and by
those opposing the Choice Plan. Technical evidentiary hearings on the Choice Plan were held
on Névember 17-19, 1997. |
10.  On November 6, 1997, the Commission issued an. Order, clarifying and reinforcing
an earlier dilrecﬁve that the parties concurrently present for the record and briefto the
Commission their positions regarding (1) the August Partial Settlement, (2) the Choice Plan and
(3) PECO’s ongmal Restructuring Plan. The Co@sion established December 2, 1997 as the |
due date for all parties® Initial Briefs and directed that Reply Briefs would not be mte@ed
11. On Dece:ﬁber 2, 1997, Initial Briefs (or letter comments in lieu of briefs) and
proposed Findings of Fact and Conclusions of Law were filed by 21 different parties. That same

day, the ALJs issued an Order certifying the evidentiary record to the Commission.



12.  Atits public meeting on December 11, 1997, the Commussion, by a vote of 3-2,
adopted an 88-page motion which rejected the August Partial Settlement and the Choice Plan
and substantially modified PECQO’s proposed Restructuring Plan. Thereafter, the Commission,
on December 23, 1997, issued a 164-page Opinion and Order (the “Restructuring Order”)
which, among other things, determined that PECO’s proven net stranded costs were $5.024 |
billion and that unbundling of PECO’s rates resulted in a customer shopping credit of 4.46 cents
per KWH.

13.  On January 7, 1998, PECO and five other parties filed petitionslrequesting that the
Commission rehear, rcconsidér, clarify and amend certain aspects of its Restructuring Order. By
Secretarial letter dated Jammary 8, 1998, the Commission directed that Answers to the foregoing
Petitio_ns, if any, be submitted on or before Jannary 13, 1998. Answers were filed by PECO and
eight other parties.

14.  Atits public meeting on January 15, 1998, the Commission, by a vote of 3-2,
adopted a 14-page motion which denied many of the changes requested by the parties but
adjusted PECO’s stranded cost allowance to $4.935 billion. The following day, the Commission
issued a 27-page Opinion and Order (the “Reconsideration Order”). In its January 16, 1998
Reconsideration Order, the Commission directed PECO to make a compliance filing on or
before Janunary 20, 1998 and indic#ted that interested parties could file comments to the

compliance filing on or before January 27, 1998.



15.  PECO submitted its compliance filing on January 20, 1998. On January 27, 1998,
nine parties submitted over 150 pages of comments to PECO’s comphance tariff. Three days
later, on January 30, 1998, PECO responded to the opposing parties’ comments.

16. Thereafter, the Commission issued two additional Orders, one on Feliruz.ry 5, 1998
in response to PECO’s Proposed Compliance Filing (the “Compliance Order”), and another o-n
February 26, 1998, in response to PECQO’s Revised Compliance Filing (the “Second Compliance

: Order”). PECO’s Proposed Compliance Filing was rejected, and its Revised Compliance Filing
was modified and/r accepted on all but one issue. Further, on February 26, 1998, the
Commission ordered that a net;v proceeding be initiated at Docket No. R-00984298 {the
“Supplier Tariff” docket) to investigate and approve finally a tariff setting forth all the terms and
conditions associated with PECO/supplier interactions.

17.  Inresponse to the R.estructlmng Order entered December 23, 1997, the

Reconsideration Order entered Japuary 16, 1998, the Compliance Order entered
February 5, 1998 and the Second Compliance Order entered February 26, 1998 (hereinafter

referred to collectively as the “PECO Restructuring Orders™), PECO has filed appeals to

Commonwealth Court, as well as a cml complaint acﬁo;l 1n the U.S. District Court. In addition,

appeals to Commonwealth Court challenging various aspects of the Commission’s orders have
been filed by CEPA, Indianapolis Power and Light Company, Conectiv Energy, OCA, Enron

and NEV.



17a.  On April 14, 1998, ALJ Chestnut issued a recommended decision concerning the
issues in the Supplier Tariff docket. On April 20, 1998, parties filed excepﬁons to ALJ
Chestnut’s decision and the matter is presently pending before the Commission for decision.

18.  On and after March 5, 1998, the Joint Petitioners signed a “Pre-Settlement
Agreement” designed to set forth the procedural ground rules for participation in settlement |

negotiations aimed at resolving the matter in lieu of further litigation in state and federal courts.

" This Jomt Petition is the product of these negotiations.

HI. TERMS AND CONDITIONS

The Joint Petitioners, intending to be legally bound and for due consideration given,

agree as follows:

A. Rate Reductions and Rate Uﬁbundling

15.  On Jamuary 1, 1999, PECO will reduce its retal electric rates by 8% from the
levels that existed as of December 31, 1996. That 8% rate decrease will continne in eﬁ‘ect.unﬁ]
January 1, 2000, when the rate reéuction will become 6%. The 6% rate reduction will continue
in effect until December 31, 2000. The January 1, 1999, and January 1, 2000, rate decreases
will apply to all retail rate classifications and all customers -within those rate classifications as

sét forth on a system-average basis in Schedule 1 (excluding the components of LILR, EER and

10



Rule 4.6 contract charges that do not contain discounts off of Rate Schedules HT, EP, GS, and .
PD tariffed component chérges).
20.  OnJanvary 1, 1999, PECO will unbundle its retail electric rates and special

contracts into the following components: (1) distribution charges, (2) transmission charges,

(3) a Competitive Transition Charge (“CTC”) and, if applicable, an Intangible Trapsiﬁon Charge
(“TTC") and (4) a shopping credit. The system-wide average values for these components for the
years indicated are set forl_:h i the following Schedule 1. Attached as Appendix A and |
incorporated as part of this settlement are tariff sheets setting forth for each rate class the rates,
subject to reconciliation as set forth in Part E, that will be effective from January 1, 1999 to
December 31, 2010. The tariffs set forth in Appendix A are the tariffs that implement this

settlement except as specifically set forth herein.

11



Scheduie 1
SCHEDULE OF SYSTEM-WIDE AVERAGE RATES {a)

Effective ' T&D Shonqing Generation
Date Transmission- Distribution Rate Cap CTC or [TC Credit Rate Cap
®) () @ @)= @ 5} ©=
1+ {4) +(5)
¢/KWh ¢/KWh ¢/kWh ¢/kWh ¢/KWh ¢/Wh
January 1, 0.45¢ 2.53¢ 2.98¢ 1.72¢ 4.46¢ 6.18¢
1999
January 1, 0.45¢ 253¢ 2.98¢ ©1.92¢ 4.46¢ 6.38¢
2000 o
January 1, 0.45¢ 2.53¢ 2.98¢ 2.51¢ 447¢ 6.98¢
2001
January 1, 0.45¢ 253¢ 2.98¢ 251¢ 4.47¢ 6.98¢
2002 . .
January 1, 0.45¢ 253¢ 298¢ 2.47¢ 4.51¢ 6.98¢
2003 .
January 1, 0.45¢ 2.53¢ 2.98¢ 2.43¢ 4.55¢ 6.98¢
2004 :
January 1, 045¢(d)  2.53¢(d) 2.98¢(d) = 2.40¢ 458  698¢
2005 .
January 1, © © N/A 2.66¢ 4.85¢ 7.51¢
2006 _ .
January 1, (© © N/A 266¢ 5.35¢ 8.01¢
2007
January 1, © (o N/A 2.66¢ 5.35¢ 8.01¢
2008
January 1, © © NA 2.66¢ 5.35¢ 8.01¢
2009 o
January 1, (© © N/A 266¢ 5.35¢ B.O1¢
2010 '

(a All prices reflect average retail billing for all classes of service (including gross rece:pt.s tax). Detail of

actual individual rates for each class of service is provided in Appendix A. The average prices as
presented in this Schedule 1 reflect the profile of service contained in PECO’s proof of revenue set forth

in Appendix A_
) The Transmission prices listed are for unbundiing only. The Pennsylvania Public Utility Commission
does not requlate the tata for transmission service.

(c)  The cap on PECO's transmission and distribution rates under Section 2804(4) of the Electric Competition
Act will be extended untii June 30, 2005

(d) Effective until June 30, 2005.

12
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Schedule 1, Column 3 sets forth the cap on system-wide average transmission and
distribution charges that will be in effect from January 1, 1999 through June 30, 2005,
provided, however, PECO may if necessary request recovery of additional muclear
decommissioning expense after January 1, 2004, and such expense recovery will not be |
subject to any rate cap. The tariffed rates in Appendix A underlying the system-wide

average figures for CTC/ITC from 1999 through 2010 set forth in Schedule 1, Column 4,

‘and ‘the shopping credits set forth in Schedule 1, Column 5 are fixed for each year, except

as provided for in paragraph 24 pertaining to periodic reconciliation of the CTC/ATC.
The generation rate caps shown on a system-wide average basis for each year are set forth

in Schedule 1, column 6 above from 1999 through 2010.

B. Rate Caps and Transmission and Distribution Charges

21.  The Joint Petitioners agree that the rate cap exceptions set forth in
Section 2804(4) of the Electric Competition Act shall apply to the rates set forth in this
settlement, except as otherwise specifically set forth herein. If at any time during the
CTC Recovery Period, PECd requests and is granted a rate increase pursuant to Section
2804(4) of the Act (Rate Cap Exceptions) such increase shall not reduce the shopping
credits listed in Schedule 1 and such increases shall be allocated to the appropriate
unbl;mdled rate category in accordance with determinations of the Commission. As set

forth in Schedule 1, the generation rate cap is extended from 2005 to 2010, five years

‘beyond the statutory rate cap period provided in the Electric Competition Act. Customer

savings may be greater if, for example, customers obtain lower prices from a competitive

13



supplier or if PECO’s provider of last resort residential generation rates, as provided in
Part L, result in a lower rate.

. The cap on PECO’s transmission and distribution charges, which otherwise would
expire on June 30, 2001 under Section 2804(4) of the Electric Competition Act (66 Pa.
C.S. §2804(4)), will be extended until June 30, 2005, provided, however, that PECO may,
if necessary, request recovery of additional nuclear decommissioning expense after

: Janﬁaxy 1, 2004 and such expense recovery will not be subject to any rate éap and will be
treated as an exception to the rate cap under Secton 28.04(4)-and such increases shall not
reduce the shopping credits li;ted in Schedule 1 and such increases shall be allocated to
the appropriate unbundled rate category in accordance with detel;minaﬁons of the
Commission. The Joint Petitioners shall not file a complaint with the Commission or
otherwise challenge PECO’s current transmission or distribution rate structire, or the
current level of PECQ’s transmission rates or the current level of PECO’s distribution
rates as set forth in Appendix A hereto until the expiration of the transmission and
distribution cap on Jume 30, 2005, provided, however, that any Joint Petitioner may

participate as a complainant or otherwise in any future transmission rate proceeding in
which an increase in PECO’s currént transmission rates or changé in rate structure is
proposed and, further, may file a complaint or otherwise participate in any proceeding
before the Commission to adjust PECO’g distribution rates as a result of any Increase in
PECO’s transmission rates or change in rate structure in effect as of April 29, 1998. The

transmission and distribution rate cap of 2.98 cents per KWH includes 2.97 cents for all
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existing costs and services and .01 cents for the sustainable development fund during the
transmission and distribution rate cap period. No new fees shall be proposed or charged
during the transmission and distribution rate cap period for a cost or service that is
included in the bundled transmission and distbution rate.

Pursuant to this Settlement, PECO agrees to cap the sum of its transmission and
distribution charges, as described above. If, during the period that this rate cap i$ in
effect PECO’s transmussion charges or rates (including but not bmited to ancillary
charges) are increased, then PECO’s distribution rates will be reduced in-a non;

discriminatory manner sufficiently to avoid exceeding the transmission and distribution

rate cap.

C. Competitive Metering and Billing

22.  On January 1, 1999, PECO will unbundle its retail electric rates for its
metening, meter reading, and billing and collection services to provide credits for those
customers that elect to have their alternative suppliers perform these services. The credits
for metering, mqtér reading and billing for each customer class are set forth in
Appendix B.

Effective January 1, 1999, subject to the ability of an Electric Generation Supplier
(“EGS™) to comply with the terms and conditions of “Compeﬁn've Biﬁhg and Collection
Service™ as set forth in Appendix C to this Joint Petition, a Commission-licensed EGS
may (in addition t-0 any other nights to act as agent for the customer set forth in PECO’s

15



tariffs) act as agent to provide a single bill and provide associated billing and collection
services to Its retail cust.omcx.s located in PECO service temmitory. Effective
January 1, 1999, subject to the ability of an Electric Generation Supplier (“EGS™) to
comply with the terms and conditions of “Competitive Metering Service” as set forth in
Appendix C to this Joint Petition, a Cqmmission—licenSed EGS may provide, finance,
install, own, maintain, calibrate and remotely read advanced meters for service to its’
retail customers located in PECO service territory.

By June 1, 1998, the Joint Petitioners agree to develop standards rclatéd 10
“Competitive Billing and Collection Service” and “Competitive Metering Service”
consistent with Appendix C. .

By July 1, 1998, the Commission shall establish metering and billing standards for
the PECO service territory, includh;g the specific apphmbﬂxty of provisions contained
within 52 Pa. Code Ch. 56 (relating to standards and billing practices for reside-m:ial
services) to E(GSs performing consolidated billing. These Commission standards shall

also include, at @ minimum, data exchange and blllmg format standards to facilitate the
efficient, speedy and non-discriminatory exchange of information between PECOand -

EGSs necessary to a properly functioning competiive market for retail electric generation
services.

An EGS that bills on behalf of an EDC must comply with all billing and disclosuze
requirements applicable to an EDC, absent waiver by the Commission, mcluding the

unbundling of transmission and distribution rates.
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Only PECO EDC can physically disconnect or reconnect a customer’s distribution
service. Physical termination of service may only be permitted for failure to pay for EDC

or PLR service.

D. Securitization
23.  The rates and rate reductions described in paragraphs 19 and 20 and
Scheduie 1 above include, but are not contingent upon, the anticipated benefits olf
securitization of $;4.0 billion of stranded costs. The savings from ‘securitizafiop are
incorporated to fund the rates and rate reductions provided for in paragraphs 19 and 20
Schedule 1, and no further rate adjustment upon sale of transition bonds is required other
than establi.shmeﬁr of an ITC to replace an equal amount of CTC. The effectiveness of
this settlement is conﬁngent upon the issuance by the Commission simultaneous with
approval of this settlement of an irrevocable Qualified Rate Order as set forth in .
Appendix D under Section 2812 of the Electric Competition Act (66 Pa. C.S. §2812)
authorizing the issuance of up to $4.0 billion of Transition Bonds at any time after the
issuance of such Qualified Rate Order, provided that the ITC charges to customers |
terminate no later than December 3 1, 2010. PECO hereby applies for the issuance of a
Qualified Rate Order as set forth in Appendix D which is incorporated as a part of this
settlement. Thg Joint Petitioners agree not to oppose PECQ’s application for a Qualified
Rate Order and PECO’s securitization of its stranded assets and costs in accordance with
this ag'reemc;nt The Joint Petitioners agree that, to the extent necessary, the testmony,
exhibits, applications and other documents submitted by the parties and the record from

17
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the hearings in this proceeding and in PECO Energy’s securitization proceeding at
Docket No. R-00973877 form the basis for this settiement and PECO’s Ap]lnﬁcation fora
Qualified Rate Order. PECO assumes the risk that securitization may not be

accompiished and such fact shall not be grounds for adjustment of the rates or CTC set

forth in Schedule 1.

E. Reconciliation and Projected Sales

24.  The CTC/ATC rates set forth in Appendix A are designed to recover $5.26
billion of PECO’s stranded assets and costs. The CTC recovery period begins on
January 1, 1999 and continues until December 31, 2010 at which point‘the CTC will
terminate. To msure recovery of no more or no less than $5.26 billion over this 12 ye&
recovery period, the CTC/ITC shall be subject to an annual reconciliation within ee;ch
customer class in accordance with the procedures adopted in the PECO Restructuring
Orders. The shopping credits shall be adjusted to reflect the CTC/ITC reconciliation.
The reconciliation during calendar year 2010 will be done quarterly or, if necessary,
monthly in order to insure full CTC/ITC recovery and termination by
December 31, 2010. As required by the Electric Competition Act, the ITC will be subject
to periodic adjustment to provide adequate debt service of the transition bonds. Any

increase in the ITC pursuant to such a periodic adjustment will resul.t in a corresponding

reduction in the CTC set forth in Appendix A or the Company’s other regulated revennes.
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For purposes of determining the annual revenue that should be recovered each year
by the system-average CTCs contained in Schedule 1, a sales level of 33,569,558 Mwh
will be used for the 12 months ending December 31, 1999, which will be increased each

" year during the CTC recovery period after 1999 by 0.8% over the projected sales level of
the preceding year in accordance with the CTC reconciliation provisions m Appendix A.
The sales levels to be used for reconciliation of the annual revenues for ¢ach major rate
clas.s (residential, commercial and large industrial) are set forth on Appendix E attached.
For calendar year 2000 only, reconciliation will be as follows: ‘If and to the extent sales
growth exceeds 0.8% in 1999 (a.s set forth by class in Appendix E), the CTC/ITC figures
for 2000 will be decreased accordingly, the generation rate caps for 2000 will be reduced
by a commensurate aﬁomg and the shopping credits fo.r 2000 will remain unchanged.
This will have the effect of increasing the guaranteed rate reductions for customers in

2000 from 6% to a higher percentage, depending on the level of sales growﬂl and
corresponding CTC/ITC overcollection in 1999. Appendix E also sets forth the ammal.

amortization of stranded costs and the return allowed. Other than for reconciliation, the

CTCATC and shopping credit figures will not be changed.

F. LILR and EER and Rule 4.6 Contracts

25.  The Joint Petitioners agree that the Large Interruptible Load Rider (“LILR”)
will continue to be available through at least December 31, 2010 to current LILR
customers. All LILR customers’ unbundled charges will be: (i) for on-peak usage,
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0.5¢kWh for distribution plus Gross Receipts Tax (“GRT"), and 0.5¢kWh for
transmission plus GRT"; and (ii) for off-peak usage, the Rate HT CTC/ITC, transmission,
and distribution charges calculated using the customers’ billing demand. PECO will
assess no CTC/ATC charges with respect to the on-peak porton of an LILR customer’s
mterruptible load. PECO will also not impose any additional CTC/ITC charge on an

LILR customer that obtains supply from a competitive supplier. For LILR customers that
after January 1, 1999 choose to remain with PECO in its role as PLR/defanlt supplier for
their energy supply, the energy charges will be the individual customer’s Locational
‘Marginal Price, as calculated by PJM, or .its replacement, for all on-peak energy |
associated with the customer’s interruptible load, and applicable unbundled Rate HT
charges for all oﬁler‘energy usage. |
The Joint Petitioners agree that the Economic Efficiency Rider -(“EER”) and Rule

4.6 contracts will contime to be available to prospective and current EER and Rnle 4.6
customers in accordance with the terms and conditions of the EER, Rule 4.6 and the
customer’s contract. If the customer’s contract is silent with respect to the customer’s

right to access competitive generation supply, then the customer may obtain competitive

sﬁpply. For those customers with EER or Rule 4.6 contracts that contain discounts to the

Rate HT capacity charge and the first two price blocks of Rate HT, the unbundled

charges will be, starting January 1, 1999: (i) the Rate HT unbundled distribution and

“ This transmission charge is not subject to the Commission’s jurisdiction; shall it increase or decrease, the
distribution charge will be adjusted accordingly.
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transmission charges, and {ii) the Rate HT CTC/ITC charges discounted by the negotiated
percentage discount preseﬁtly reflected in the customer’s contract.

With respect to those EER contracts and Rule 4.6 contracts that contain language
regarding access rights and unbundling, the customers’ right to access competitive
generation supply and the unbundling of the customer’s contract will be governed by the
terms and conditions of the customers’ contracts.

All Rate HT industrial customers, LILR customers, and Rule 4.6 and EER
customers shall have the right to pay all applicable CTC/ITC charges in one lménp sum.
For customers exercising this option, PECO and the customers will negotiate a muulaliy
acceptable lump sum using the customer’s most recent 12 months 'c')f demand and energy
usage as billing determinants, unless such demand and energy usage will not be
representative of the customer’s likely demand and energy consumption during the
CT C/IT C recovery period (in which case representative values will be used), apphed to

the CTC/ITC charges for the entire CTC/ITC recovery period, discounted using PECO’s
aftér-tax cost of capital. Exercise of the rights i ﬁns paragraph and paragraph 26 below
shall impose no additional burdens on any other customer classes. Prior to agreeing to
such Iump sum payment, PECO shall submit for Commission approval a proposal for
determining how the lump sum payment of CTC/ITC will affect reconciliation.

26. Recovery of CTCATC from mdustrial and commercial customers that -
significantly reduce their purchases through installation of on-site generation will be as

fully set forth in Appendix F hereto, which is incorporated as a part of this settlement;
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provided, however, that existing industrial and commercial customers whose peak load
during 1996 was at least four (4) megawatts, and who can document that thely were
actively self generating or considering self-generation as of December 31, 1996 or earlier,
will pay CTC/TIC charges following full start-up of any self-generation facility théy
install before December 31, 2010 as follows: |

(a) PECO will calculate the customer’s average billing demand and energy
usage for calendar vear 1996; _

(b)  Using those billing determinants PECO wﬂl determine the dollar amount
that would be ch'arged were the customer billed for CTC/ITC using the
prevailing Rate HT CTC/ATC charges; |

{c) PECO will bill the customer one-third of the dollar amount determined in

accordance with step b.

G. Phase-n

27.  Direct access to electric generation suppliers will be phased in for all
customers located in PECQ’s service territory in accordance with the PECO
Restructuring Orders, n three steps -- one-third of the non-coincident peak load of each
cusiomer class of service will have access on January 1, 1999, two-thirds of the non-‘
coincident peak load of each customer class on January 2, 1999, and tim remainder on
January 2, 2000. With respect to Rate HT, PD, and EP customers and Rate GS

customers above 40kW only, if the individual customer peak load subscriptions exceed
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the class peak load limitation for one or more of these first two steps, then each
customer’s subscription will be reduced pro rata to meet the class peak load Iimitation,
provided that customers with multiple locations in the PECO service territory shall be
* permitted to allocate their allotted share of their load to their multiple locations at their
discretion. For purposes of this section, a customer shall be defined to include those
customers which are affiliated with each other includmg, but not limited to, divisions,
~sepérate business umits, etc. “The .'entity which nominates for customers as defined herein
with multiple locations shall designate the pro rata load for cach multiple location. ‘The
Rate GS class will be divided iﬁto two classes of service for phase-in purpose only - a’
large customer class and a small customer class. All Rate GS customers with an average
monthly demand for 1996 of 40kW or less will be in the small customer class, and all

others will be in the large customer class.

H. Transfer Of Generation Assets

28. PECO and its subsidiaries are permitted to transfer or assign all of thewr
generating assets and liabilities, as those assets and liabilities are delineated in its |
Restructuring Plan filing and included at the daté of transfer in the accounts set for in
Appendix I hereto, and any other assets neccssax-y for the operation of the generating |
plants, and their wholesale power contrac'ts ;IO a scparate corporate enﬁty oOf entities. The
entity or entities may, at PECQ’s discretion, be an affiliate or subsidiary of PECO or a
non-affiliate. The wholesale power contracts transferred will exclude those wholesale
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power contracts that PECO utilizes to satisfy its provider of last resort obligations and
those wholesale power contracts that PECO-affiliated or divisional EGSs enter into;
provided, however, that if the generation sold under such contracts is provided by
PECQ’s generating assets, then the sales obiigations under those contracts will be
transferred or assigned and the purchase obligations will remain with PECO or its
affiliated or divisional EGSs. The generating assets and liabilities shall be transferred at
tb;ﬁ net book value at the date of transfer. Once the transfer is completed, the generation
entity, if an affiliate of PECQ, will be regulated by the Commission only if 1t makes retail
sales, and then only as an EGS. |
PECO hereby requests, and the effectiveness of this Settlement is conditioned
upon, the Commission’s approval, without addition, condition or modification, of all
aspects of PECO’s transfer of its geﬁeration assets and liabilities and wholesale power
contracts md& this settlement and the Commission’s issuance of such orders ana
certificates of public convenience as are neces.ssary to implemeﬁt those transfers. The
Commission approval includés, but is not imited to, approval under Chapters 5, 11, 19,
21, and 28 of the Public Utility Code (66 Pa.C.S.). ' |
The Joint Petiioners expressly acknowledge that such transfers may require
various regulatory approvals or waivers, including, without limitation, the FERC, the
Nuclear Regulatory Commission (“NRC”) and perhaps other agencies and third parties
not subject to PECO’s control, and therefore the Joint Petitioners will neither oppose, nor

support any opposition to, PECO’s requests to obtain such approvals. If such
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authorizations or waivers (other than approval by this Commission) are not obtained in a
manner acceptable to PEéO, then PECO will not transfer the generation assets or
liabilities or contracts affected, provided, however that if a2 generating asset, liability or
contract is not trapsferred, PECO will separate that asset, Liability or contract and its
operation from its regulated transmission and distribution functions by organizing
generation assets, iabilities or contracts into a functionally separate business unit or
units. Failure to obtain such anthorization or waiver will not affect any other aspects of
this settlement.

PECO and its affiliates and subsidiaries agree to be bound by the competitive |
safeguard provisions set forth in Appendix G. Upon request of a Joint Petitioner the
infoqnaﬁon referenced in paragraph 6 of Appendix G shall be provided directly to the
Joint Petitioner, who shall not disclose or use the information in a manner that violates
the Commission’s standard rules governing proprietary information. Complaints‘under
these provisions shall be filed with the Commission and finally adjudicated by the

Commission within sixty days of filing.

L Recovery Of Stranded

29.  PECO shall be permitted to recover from its retail electric customers $5.26
billion of stranded assets and costs through either a CTC (to remain in effect from |
January 1, 1999 to December 31, 2010) and/or, at the Company’s discretion, an ITC {to

‘be put in place anry time after the effective date of this settlement and the issuance of
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transition bonds and to remain i effect up to December 31, 2010). PECO requests the
Commission to declare th;n good cause has been shown under Section 2808 of the
Electric Competition Act to permit PECO to recover the stranded assets and costs set
forth below through a CTC or ITC extending to December 31, 2010. PECO also requests
that the Commission expressly find that the transition and stranded cost recovery and
level of CTC/ATC charges prc;viaed herein is just and reasonable and that securitization of
up t‘o $4.0 billion of stranded costs is just and reasonable and in the public mterest. The
other Joint Petitioners do not object to these findings. The total authorized rec;overy bf
$5.26 billion includes all amounts previously approved for recovery by the Commissit;n
i its May 22, 1997 Order at Docket No. R-00973877.

Under the te:ms of this settlement, PECO shall be permitted to recover $5.26
billion for transition and stranded costs through a CTC and/or, at PECQ’s discretion, an
ITC as set forth in Schedule 1, Appendix A and paragraphs 19, 20, 21, 23, 24, 25 and 26.
This total authorized recovery of $5.26 billion constitates full and final satisfaction of all
transition and stranded costs that PECO has claim_ed or could have claimed before the

Commission pursuant to Section 2808 of the Electric Competition Act.

J. Universal Service
30, PECO will transfer all customers currently enrolled in its Customer
Assistance Program (“CAP”) to its pilot CAP Rate by December 31, 1998. The

prepayment metering option provided to customers under the CAP Rate pilot will not
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apply, unless regulatory or legislative provisions are adopted to provide a prepayment
metering option. When all such customers have been successfully u'ansferre'd, the CAP
will be discontinued and the CAP Rate will become the vehicle by which PECO ensures
that its customers receive universal service. CAP Rate will remain in effect through
December 3 1,2010. This settlement does not address, and the Joint Petitioners make no
commitment regarding, any other issues regarding CAP Rate after December 31, 2010
incl-uding the existence or closure of CAP Rate. The Joint Petitioners, in consultation
with other interested parties, agree to review and consider any recommendations for
changes in the CAP Rate program identified in the current evaluation of the CAP Rate
program being conducted for PECO. This settlement does not abrogate the joint
stipulation reached by the parties in PECO’s current CAP Rate pilot prgeeedj‘ng. If that
joint stipulation and this settlement are inconsistent, this settlement shall control.

31.  In order to be eligible for CAP Rate, customers must demonstrate that their
annual household gross incomes are at or below 150% of Federal poverty income
guidelines and that they have an inability to pay their electric bills, as evidenced by
failure to make at least two payments of their electric bill or having met other criteria.
ﬂcse other criteria shall be determined by mutual agreement of the Joint Petitioners in
consultation with other interested parties and shall become effective upon Commission
approval. Within six months after this settlement becomes effective, the Joint Petitioners
will determine what these criteria should be. For purposes of this settlement, failure to

make a payment shall include partial or late payment. Applicants whose income records
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cannot be found in tax or public assistance databases will be provided a personal
interview to establish eligibility. Individual customer eligibility for CAP ﬁate will be
reviewed annually. The percentage rate discounts provided to current CAP Rate
customers, as set forth in PECO’s existing tariff (i.e., either nominal 25.0% or 50;0%
depending on income status) will be deducted from the residential rates then in effect and
will remain in place, unless the Joint Petitioners in consultation with other interested
parﬁes mnmaﬂy agree to modifications to the discounts, mcluding add-.itioﬁa]. discount
ers.

32. Al CAPrate g;aneration discounts shall be portable and customers’ access
to the benefits of universal service programs shall not be aﬂ'ecte& by whom the customer
selects as its generation supplier or by whom the Commission directs shall be the
customers’ provider of last resort-default supp]ier..

33.  The Joint Petitioners agree that the current annual level of universal service
costs reflected in residential distribution rates is $50.0 million. PECO will recover its

universal service costs int excess of $50.0 million, as set forth below, through a separate
Section 1307 mechanism established by the Commission that will adjust distribution rates
applicable to customers. Such increases in PECO’s universal service costs shall be
deferred for recovery until after Janﬁary 1, 2002. On or after January 1, 2002, recovery
of any increases shall not be subject to the rate cap under this settlement or the Electric
Competition Act nor shall it impact the shopping credit. This settlement does not address

or resolve the manner in which universal service costs will be allocated to customer
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classes if and when PECQ incurs, and seeks recovery of, universal service costs in excess
of $50.0 million. PECO will recover from its customers the universal service costs for
those customers served by the CDS supplier and credit the CDS supplier for its provision
of customer care services as set forth in Part L, paragraph 38c, and Appendix J.
34.  Participation in the CAP Rate henceforth will be on an open enrollment
basis for all eligible customers, with an initial maximum participation level of 100,000
customers subject to revision and adjustment as set forth below. If and when CAP Rate
enroliment reaches the 80,000 customer mark, the Joint Petitioners agree to review and,
as necessary, to propose adjustments to program parameters with the dual intent of
(1) maintaining total CAP Rate program costs at or below the SSO.b million level and
(2) ensuring that all eligible customers are able to participate in the program. In the event
that such adjustments are not made to program parameters such that program costs are
maintained at or below the $50.0 million level and in the event that CAP rate an‘bl]ment
exceeds 90,000 customers, the costs recovered under the universal service mechanism
will be increased to ensure the recovery by PECO of total annual CAP Rate costs in
excéss of $50.0 million. To determine the recoverable amount, prior to January 1, 2002,
PECO will be entitled to a $650 cost credit for each CAP Rate customer, with
proportional credit being given for a partial year’s participation. The $650 cost credit
covers administration, credit and collection costs, CAP Rate revenue shortfalls and
LIURP costs. H the CAP Rate costs are reduced to $50.0 million or less, as a result of

program adjustments, the $650 annual cost credit will be adjusted to reflect actual costs
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incurred. Absent earlier adjustment, on January 1, 2002, the costs recovered under the
universal service cost recoﬁy mechanism will be increased to ensure the recovery by
PECO of total annual CAP Rate costs in excess of $50.0 million, including
administration, credit and collection costs, CAP Rate revenue shortfalls and LIURP costs.
PECO will direct $5.6 million of the annual Universal Service budget of up to $50
million to LIURP funding, and will make LTURP program changes consistent with the -
PECO Restructuring Orders.

35.  The Joint Petitioners agree to establish a LTURP Advisory Committee made
up of representatives of Joint Petitioners and other interested consumer and public |
representatives. The Committee will periodically review PECO’s LIURP program design
and delivery, and PECO ]wi]ll consider all Committee recommendations. The Committee
shall meet as needed, but not less than twice a year, and PECO will prepare written
minutes of each meeting and shall distribute those minirtes to all Committee men'lbers
within thity days ‘foliowing each meeting.

PECOQ, with the help of the LIURP Advisory Committee, shall design and

- implement the following LIURP program changes:

() Eligibility for LIURP services will be expanded to those customers with
usage over 110% of class average. PECO and the LIURP Advisor
Committee will determine what services and the priority of such services to

be delivered to customers with usage below 800kWh per month.
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(b)

(d)

(e

the program should audit for all electric energy usage 1 a dwelling that
could be reduced cost-effectively.
the list of eligible measures will be expanded to include, when cost- _
effective, refrigerator replacement and air conditioner replacement, and to
include energy education. |
a renewable energy pilot consisting of a solar hot water heater program in
1999 and 2000, a photovoltaic program involving 50 installations in 1999
and 100 installations in 2000. The total 1999 budget would be $525,000
and the total 2000 budget would be $787,500.
The cause of high customer non-participation levels in the “Could Not
Contact Customer™ category should be determined and steps taken to

reduce this loss of parﬁdpaﬁon

PECQO shall contract out the delivery of LIURP services to qualified organizations
including community based organizations exp&ienced in low-income energy
conservation and other services. Such organizations will be selected by means of an
open, competitive process. Any Advisory Committee member whose organization hasa

‘potential direct interest in providing any LIURP service must {1) disclose that interest at
the time the member joins the Committee, and at any time the Committee addresses the
LIURP service and (2) refrain from any Committee vote on such LIURP service. PECO,

its subsidiaries and/or its affiliates shall not be eligible to deliver LIURP services.
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36.  The Joint Petitioners agree to review and, as appropriate, to recommend
changes to Comumission regulations and procedures in order to facilitate the efficient and

full recovery of revenues from customers, while at the same time protecting customers.

Specific items that may be addressed include those regarding the payments of outstanding

balances, winter termination procedures, medical certiftcation, termination of service

pending the resolution of a dispute, and payment arrangements.

K. Consumer Education and Information

37.  In accordance with the PECO Restructuring Orders, the Jojnt Petitioners
will cooperate with one another and share control in developing and proposing, for
Commission approval, the local component of the Consumer Education Program for
PECO. Moreover, PECO specifically agrees, as part of the settlement, to fally comply
and cooperate with all Commission-directed Consumer Educ#tion efforts and orders,
including the PECO Restructuring Order and the Commission’s March 30, 1998
Secretarial Letter. The total costs of PECO’s Consumer Education Program, including its
participation in the Statewide Program, shall not exceed $24.0 million, which amount
represents $4,183,365 as allowed expenses incurred duniag 1997 and up to $19,816,633

in customer education expenses for 1998-2000.

L.  Provider of Last Resort and Generation Supply Obligations And
Opportunities
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38.  PECO agrees that, for the duration of the CTC/TTC recovery period, it will
serve as the provider of last resort for all retail electric customers in its service territory
that do not choose or cannot choose to purchase power from alternative suppliers, subject
to the following terms, conditions and qualifications:

a On Jaguary 1, 2001, 20% of all of PECO’s residential customers —
determined by random selection, including low-income and inability-to-pay customers,
and‘ without regard to whether such customers are obtaining generation service from an
EGS - shall be assigned to a provider of last resort-default supplier other than PECO that
will be selected on the basis of a Commission-approved energy and capacity market pxlicc
bidding process. This service shall be referred to as Competitive Default Service
(CDS"). | | |

b. For puarposes of this bidding process, all of the customers selected
shall constitute a single bidding block. To qualify for tﬁe CDS bidding process an EGS
must, among other Commission-approved requirements, agree to provide in 2001 at least

2.0% of its offered energy supply for CDS service from renewable resources of solar,

wind, sustainable biomass (including landfill gas but excluding incineration of Municipat

Soﬁd Waste), geothermal or ocean power. The renewable energy increment shall
increase by anmnual increments of 0.5% thereafter. The requirement to include these
levéls of renewable ‘energy in the resource mix may be lowered by the Commission if the
cost of the power from the renewable energy sources increases the cost of the entire block

by more than 2% over what the cost would be without the renewable energy sources.
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v c. Terms and conditions of CDS shall be established, maintamed, and
modified by the Commis;sion. Competitive Defanlt Service bids will require 2 term that.
will be established by the Commission. Bids will provide a fixed rate for the term, unless
an alternative rate structure is approved by the Commission. Any bid that exceeds the
generation rate cap will be rejected  PECO EDC or divisions or PECO divisional or
affiliated EGSs may not bid (either directly or as a partner or participant m anj} business
combination with a bidder) on CDS service. Any nop-affiliated EGS or comsortium of
EGSs that are licensed by the Commission and that meet applicable terms and conditions

and standards for CDS service could bid to provide CDS service. A customer assigned
to CDS retains the right to elect a competitive EGS or return to PECO defanlt provider of
last resort service atahy tume at no charge. Ifa consumer retumns to CDS for any reason,
the consumer will receive service from its CDS on the same terms and c.‘,onditions and at
the same rate available to other CDS customers. The CDS provider will, at the |
customer’s option, provide a single bill, subject to the same standards for EGS
consolidated billing as provided in Appendix C and as established by the Commission.
The CDS will include all customer care functions, including prooessiﬁg customer
accounts in accordance with all épplii:ablé regﬁlaﬁons (Chapter 56). Chapter 56 billing
and collection costs, uncollectible expense, and universal service costs shall be mnbundled
by PECO as set forth in Appendix J. Revenues equal to the amount of these tnbundled
costs shall be portable with customers randomly assigned to the CDS and shall be

provided to the CDS pravider to the extent it is providing services funded by these
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unbundled costs. The CDS will be rebid annually, urless an alternative bidding term is
approved by the COIHIDiSSIILOIL If, 30 days prior to the anpual bid the number of
residential customers served by the CDS bas fallen below 17%, a further random
selection of customers shall be assigned to CDS service to restore the number of
customers for the 20% level. The furﬁler random selection shall be chosen from the .
customers {(not already assigned to CDS service) served by EGSs other than PECO. The
Commission will develop qualifications for an EGS to bid on CDS, including credit
worthiness and increased bond amount.

d The EGS selected as the CDS provider will assume all
responsibilities and obligations associated with provider of last resort service that are
specified by the Commission. By January 1, 1999, the Commission will issue final
standards for PECO govemning the responsibilities and obligations of the competitively
determined provider of last resort in PECO service territory. |

e. PECO’s distribution company shall satisfy its obligation ds provider
of last resort by purchasing required amounts of energy-and capacity at wholesale from
other generation suppliers including, in its sole discretion, its affiliated generation entity,
and reselling that energy and capacity. On and after January 1, 2001 PECO as provider
of last resort-default sui)pﬁcr will price its service to residential customers at its sole
discretion with the following limitations. PECO will establish a single rate established

for each rate schedule. The rate will be:

35



(i)  noless than (1) the price charged by the CDS selected to be the alternative

provider of last resort-default supplier in the 20% bid; and

(ii)  no higher than (2) 111% of the market price of energy and capacity
(determined by rate class) calculated as follows: energy will be at ﬂ'le
average PECO-PJM market clearing price as posted on the PJM website for
the prior 12 months (adjusted for line losses, on/off peak usage and GRT);
capacity shall be at the average PJM penalty price for capacity for the prior
12 months (Mj@m for line losses, reserve margin, load factor and GRT).

Such annualized rates will be computed monthly. |

If (i) is higher than (ii) above, PECO will price its service at (i) above (the
competitive PLR winning bid). In no event will the price exceed the shopping credit.
Residential customers that remain with PECO provider of last resort defanlt service wall
pay the annualized rate as set by PECO during January of each year. Residential
customers returning to PECO provider of last resort service who agree to take such
service for a minimum of 12 months will pay the anmualized rate as set by PECO during
the month they retumn. Returning residential customers shall also have the option of
receiving service on a monthly published generation market rate basis without the benefit
of the generation rate cap, but such rate may not be less than the prioes charged by the

CDs.
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PECO as provider of last resort-default supplier will price its service to industrial
and commercial customers at tariffed rates or at special contract rates as set forth in
Appendix A.

f The Joint Petitioners agree that through December 31, 2010,
customers may choose to purchase power from alternative suppliers and later return to
take generation servir;c from PECO’s EII.)C distribution company, or to their assigned

provider of last resort default supplier.

g This Settlement does not address, and the Joint Petittoners make no
commitment regarding, PECO’s obligation to serve after December 31, 2010, or
the continuance or discontinuance of the right to choose an alternative supplier and

later return after December 31, 2010.

M. M?lrket Share Thresholds .
39.  The following are the market share thresholds for random assignment of
non-shopping customer; to alternative EGSs and PECO-affiliated or divisional EGSs:
2 If on Jamuary 1, 2001, less than 35% of all PECO's residential and
commercial customers by class are obtaining generation service from an alternate £GS or
PEC.O-Supplier affiliate or division (including those customers assigned to the CDS |

pursuant to the competitive bid under Part L above), then the number of remaining

customers, necessary to reach the 35% target, determined by random selection, by class,

shall be assigned an EGS on the basis of a one-time, Comrnission-approved process in
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which PECO-affiliated EGSs may participate. No such assignment shall be made until
after all customers have been notified in advance of this process and have been given the
option to remain with PECO defanlt service or select an EGS of their choice. The 35%
will be determined for residential and small commercial customers on the basis of the
number of customers and large commercial customer classes on the basis of peak load.
For purposes of applying this provision, the customers assigned to a provider of last
' resort other than PECO pursuant to Part L above shall be counted as customers feceiving'
service from an EGS.

b. If, on January 1, 2003, less than 50% of all PECO’s residential and |
commercial customers are obtaining generation service from an atternate EGS or PECO-
supplier affiliate or division (inclhuding those customers assigned to the CDS pursuant to
the competitive bid under Paln L above and those customers assigned to an EGS under
paragraph 39(a) above pertaining to market share thresholds), then the number of

Temnaining customers necessary to reach the 50% target, determined by random selection,

- by class, shall be assigned to an EGS on the basis of a one-ﬁme, Commission-approved

process in which PECO-aﬁiiated EGSs may participate. No such assignment shall be
made until after all customers have been notified in advance of this process and have
been given the option to remain with PECO default service or select an EGS of their
choice. The 50% will be determined for residential and small commercial customers on
the basis of the number of customers and large commercial customer classes on the basis

of peak load. For purposes of applying this provision, the customers assigned to a
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provider of last resort or EGS other than PECO pursuant to Part L above shall be counted

as customers receiving service from an EGS.

N. Code of Conduct

39a. PECO further agrees that it will be subject to and governed by the Code of
Conduct set forth in Appendix H to this Joint Petition. The Code of Conduct set fort.h in
Appendix H shall remain applicable to PECO until the later of January 1, 2001, or the
date when the statewide generic code of conduct established by the Commission in its

rulemaking becomes effective.

0. Renewable énergy Development

40. PECO hereby files for Commission approﬁ Rate RS Taniff shect' attached
in Appendix A to allow all customers to install and operate renewable energy generation,
including appropriate provisions for self-generation and net metering. Renewable energj'
inStallaﬁons include solar, wind, biomass, and methane field generaﬁdn.

The interconnection requirements for the inverter portion of photovoltaic systems,
as presently set forth in the document entitled “Requirements for Parallel Operation of
Non-Utility Generation” (the “Grey Book™), shall be expanded to incorporate, as
appropriate, IEEE Standard 929-1988 and UL Publication 1741 (“Power Conditioning

Units for Use in Residential Photovoltaic Power Systems™). PECO further agrees to
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continue good faith technical discussions with the Environmentalists’ members to
determine what changes, if any, should be made to the interconnection requlirements and
process under Rate R-S and to promptly seek Commission approval to implement any
changes mutually agreed upon.

The Joint Petitioners also agree that the current “engineenng” review of the
inverters in new photovoltaic systems will be replaced with a simplified inspection -
designed to confirm that the systems meet IEEE and UL standards. PECO will continue
to review the other auxiliary equipment associated with photovoltatc installations to
ensure compliance with the Grey Book requirements.

PECO will agree to reduce its processing fee for Rate R-S applications to $300 for
non-photovoltaic MOM and to $100 for photovci.)ltaic instz.llatioqs. For multiple
installations of the same photovoltaic equipment covering contiguous properties, and
inspected in the same time frame, the application and processing fee will be reduced to
$50 per installation for the second and subsequent installations. PECO further agrees that
it will not charge for the additional distribution expenses incurred, up to a2 maximum of

$1,000, to accept 2 new Rate R-S installation. Customers will bear the responsibility of

any cost in excess of $1,000.

P. Sustainable Development Fund

40a. PECO will also establish a sustainable energy and economic development
fund which shall be funded from the 2.98 cents per kWh transmission and distribution
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rate at .01 cents per kWh (less applicable gross receipts tax) on all power sold for all
customers beginning on January 1, 1999 ending on June 30, 2005 or untl the
Commission establishes new distribution rates, whichever is later. The .01 cent per kWh
shall not automatically be considered a cost of service element upon expiration of thé
transmission and distribution rate cap on June 30, 2005.

50% of these funds shall be administered by the Delaware Valley Co:.mﬁum'ty
-Reiﬁvcsunent Fund overseen by a seven-member board of directors to be nomigased by
the Joint Petitioners and approved by the Commission. This portion of the funds shall be
used to promote the developmez;t and use of renewable energy and clean energy
technologies, energy conservation and efficiency, and economic developments projects
which promote clean enexgy

The remaining 50% of these funds shall be allocated to the Delaﬁare Valley
Regional Economic Development Corporation. This portion of the funds shall be used
for economic develepment projects which have a job impact. ‘

PECO agrees to include bill inserts twice a year describing the activities of these
funds. PECO will have final review aﬁd approval of the content of the messages and will

.be' reimbursed from the funds for its fncremental costs related to the bill inserts.

Q.  Resolution of Other Issues
41.  Any issue not specifically addressed in this settlement shall be treated and

resolved in accordance with the resolution of that issue adopted by the Commission at
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this docket in the Restructuring Order entered December 23, 1997, the Reconsideration
Order entered January 16, 1998, the Compliance Order entered February 5, 1998 and the

Second Compliance Order entered February 26, 1998.

R Promotion of Settiement

The Joint Petitioners agree that they shall make all reasonable and good faith

efforts necessary (a) to obtain final approval of this settlement by the Commission and (b)

to insure full implementation and enforcement of all of the terms and conditions set forth
in this settlement, including those providing for an orderly transition from the current

regulated structure to a structure under which retail customers will have direct access to a
competitive market for the generation of electricity and a fair and reason;able‘recove:{y of

PECO’s transition and stranded costs created by this transition to a competitive market.

S.  Withdrawal Of Pending State And Federal Court Cases

42.  Within ten days of the execution of this Joint Petition by all of the Joint
Petitioners, the Petitioners in the following cases with the concurrence and support of the
Commission and other parties and mtczvenors that are Joint Petitioners hereto, shall

petition the Commonwealth Court to continue generally further consideration of their

respective appellate actions:
No. 269 M.D. 1997 CEPA Original Jurisdiction Action
No. 1600 C.D. 1997 CEPA Securitization Appeal
No. 1613 C.D. 1997 Sen Fumo Securitization Appeal
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No. 1622 C.D. 1997 Environmentalists Securitization Appeal

No. 1633 C.D. 1997 OCA Securitization Appeal

No. 264 C.D. 1998 CEPA Restructuring Order and
Reconsideration Order Appeal

No. 382 C.D. 1998 Conectiv Restructuring Order and
Reconsideration Order Appeal

No. 398 C.D. 1998 Enron Restructuring Order and

| Reconsideration Order Appeal

No. 445 C.D. 1998 . | NEV Restructimng Order and
Reconsideration Order Appeal

No. 394 C.D. 1998 OCA Reconsideration Order Appeal

No. 395 C.D. 1998 OCA Restructuring Order Appeal

No. 245 C.D. 1998 PECO Restructuring Order Appeal

No. 246 C.D. 1998 PECO Reconsideration Order Appeal °

No. 706 C.D. 1998 PECO Compliance Filing Order Appeal

No. 898 C.D. 1998 PECO Second Comphiance Filing Order
Appeal

(The foregoing are hereafter referred to collectively as the “Commonwealth Court

Actions.”)

Within ten days of the execution of this Joint Petition by all of the Joint
Petitioners, PECO shall petition the United States District Court to continue gMy its
action filed at Civil Docket No. 98-CV-335.

In addition, within ten days afier the Commission’s approval of this Joint Petition
becomes final and no longer subject to administrative or judicial challenge, PECO shall
withdraw with prejadice (a) all of its pending appeals before Commonweelllth Court and
(b) its pending civil action before the US. District Court, and the other Joint Petitioners
shall similarly withdraw with prejudice all of their Commonwealth Court Actions. The

Joint Petitioners agree that they shall not initiate or join in any court challenge to the
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constitutionality or 1eéa]ity of the Electric Competition Act such that would prevent or
preclude implementatioﬁ of this settlement or any of its terms, PECQO’s securitization of
stranded costs, this Joint Petition for Settlement or any order approving this Joint Petition,
except as provided in paragraph 44 provided that nothing in ﬁJ;is Joint Petition shall
prevent any Joint Petitioner that is a party to the restructuring proceedings of another
utility from initiating any court challenge, including a ché]lenge to the constitutionality or

legality of the Electric Competition Act, arising from such proceedings.

T. Effectiveness, Duration And Enforcement Of Settlement

43.  The settlement proposed herein will go into effect upon the Commission’s
issuance of a final order approving this Joint Petition and all the settlement terms and |
conditions without modification. The terms of this settiement shall be implemented and
enforceable notwithstanding the pendency of a legal challenge to the Commission’s
approval of this Joint ?etition or to actions taken by another regulatory agency or Court,
unless such implementation and enforcement is stayed or enjoined by the Commission,
another regulatory agency, or a Cowrt baving jurisdiction over the matter.

The obligations under this settlement that apply for a specific term set forth herem
shall expire automatically in accordance wﬁ:h the term specified, and shall require no
further action for their expiration. This settlement, including all of the terms and

conditions set forth above, shall expire on December 31, 2010.



The Joint Petitioners may enforce this Joint Petinon through any appropriate
action before the Commission or through any other available remedy. J oint. Petitioners
shall consider any final Commission order related to the enforcement or interpretation of
this Joint Petition as an appealable order to Commonwealth Court. This shall be m
addition to any other available remedy at law and equity.

If a court grants a legal challenge to the Commission’s approval of this Joint
Peﬁtion and settlement and issues a final non-appealable order which prevents or
precludes implementation of any material term of the settlement, or If some other legal
bar has the same effect, then this settlement 15 voidable, upon written notice by any Joint

Petitioner.

U. Complete Agreement; No Alterations Or Modiﬁcations
44,  This settlement resolves, with prejudice, all of the issues specifically
addressed herein and preciudes the Joint Petitioners from asserting contrary positions
with respect to any such issue during subsequent litigation prqvided, however, that this
settlement is made without admission against or prejudice to any factual or legal posiﬁon§
which any of the Joint Petitioners may assert (1) in the event that the Commission does
not. issue a final, non-appealable Order approving this settlement without modiﬁcalic;n; or
(i) in other Pennsylvania utilities’ Restructuring proceedings before the Comumission
under Section 2806(D) of the Electric Competition Act and related appeals; or (iii) oﬂlei'
proceedings before the Commission or other forums as long as such positions are not in
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derogation of this settlement. The Joint Petitioners agree that this Settlement shall not
constitute or be cited as controlling precedent in any other proceedings, inc.luding
Pennsylvania utilities’ restructuring proceedings before the Commission under Section
2806(D). This settlement is determinative and conclusive of all of the issues addr;ssed
herein and constitutes a final adjudication as to the Joint Petitioners of the matters
thereof.

In addition, this settlement is expressly conditioned upon the Comrﬁission’s |
approval of all of the specific terms and conditions contained herein without
modification. If the Commission should fail to grant such approval, or should modify any
of the terms and conditions herein, this settlement will terminate and be of no force and
effect. The Jomt Petitioners will make best efforts to support this settlement and to
secure its approval by the Commission.

It is expressly uﬁdcrstood and agreed that this settlement constitutes a negotiated
resolution solely of PECO’s restructuring proceedings at Docket Nos. R-00973877, R-
00973953 and P-00971265 and the related court appeals and other actions listed in Part S

herem.

IV. PUBLIC INTEREST CONSIDERATIONS

The Joint Petitioners submit that this settlement is in the public interest and should

be approved in full for the following reasons:
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45.  Customers Will Receive Rate Reductions. The settlernent enables ail
customers to receive significant guaranteed rate reductions.
45a. Competition will be promoted. Customers will receive substantial shopping
credits that will allow shopping customers to achieve significant bill savings in addition
to the guaranteed rate cut and that will promote competition. Moreover, the size of the
shopping credit and other provisions of this settlement will insure that 2 fully competitive
Met for electricity will be created and functioning by January 1, 1995.
46.  Transmission And Distribution Charges Will Be Capped For An Additional
Four Years. The settlement provides that the cap on PECO’s transmuission and |
distribution charges, which otherwise would expire on June 30, 2001, will be extended
until June 30, 2005. | | |
47.  Generation Rates Will Be Capped For An Additional Five Years. The
settlement provides that a cap on PECO’s generaﬁon rates, which otherwise wouid expire
on December 31, 2005, will be in place, at somewhat higher levels than provided in the
Electric Competition Act (66 Pa. C.S. §2804(4)), until December 31, 2010. In addition to
the guaranteed rate cuts, non-shopping customers shall be served by prbviders of last
restl)rt or default service that will offer electric service at market-determined prices on
January 1, 2001.
48.  Universal Service Coverage Will Be Expanded. The settlement buiids upon
PECQ’s CAP Rate pilot and provides for open enrollment for eligible customers in that

program, subject to an initial maximum participation level of 100,000 customers which
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will be reviewed when it is reached. As such, PECQO’s existing custorner assistance
programs could more than double their enrollment in the next several years.l In addition,
the budget for the Low-Income Usage Reduction Program 1s doubled which will promote
energy conservation and affordable service. |
49.  Economic Development and the Environment Will Benefit. ngrous

competition unleashed by the shopping credits and the guaranteed rate reductions will be
of ‘;)CIIEﬁt to business and industry as well as to residential consumers.' The settlement
also provides for a sustajpable development fund, an eipanded Rate RS, and a renewable
pilot program.

50.  The Securitization Of Stranded A.ssets Will Be Facilitated. The settlement
provides for the Conﬁnission to issue a Qualified Rare. Order anthorizing PECO to
securitize up to $4.0 billion of its recoverable stranded assets and cosls'_

51.  Substantial Litigation And Associated Costs Will Be Avoided. The
settlement amicably resolves a number of im‘portant and contentious issues raised in the
proceeding and, at the same time, provides for the withdrawal of various actions currently
pending before state and federal courts. The administrative and appellate burden and
costs to litigate these matters, including likely fisture appeals, to conclusion would be

substantial,
52.  The Settlement Is Consistent With Commission Policies Pl;omoting
Negotiated Settlements. The Joint Petitioners arrived at the settlement terms after

conducting extensive discovery, submitting comprehensive testimony and engaging in in-
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depth discussions. The settlement terms and conditions constitute a carefully crafted
package representing reasonable negotiated compromises on the issues addressed herein:
Thus, this settlement is consistent with the Commission’s rules and practices encouraging

negotiated settlements (see 52 Pa. Code §§5.231, 69.391, 69.401).

V. CONCLUSION

WHEREFORE, the Joint Petitioners, intending to be legally bound, respectfully
request that the Commission: (1) approve the settlement terms and conditions set forth in
the Joint Petition without modification; (2) amend the Commission’s Restructuring Order,
Reconsideration Ordcr, Compliance Order and Second Compliance Order as necessary to
implement the proposed settlement; (3) approve the Tariff Supplements attached as |
Appendix A to become effective pursuant to the terms set forth therein; (4) issue the
Qualified Rate Order set forth in Appendix D hereto; and (5) approve PECO’s transfer of

generating assets as set forth herein.
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BEFORE THE
" PENNSYLVANIA PUBLIC UTILITY COMMISSION

PECG Energy Company’s Submission of
Universal Service and Energy Conservation :
Plan in Compliance with Section 54.74

DOCKET NO. M-00001418

R-

PETITION FOR EXPEDITED APPROVAL OF
- CONSENSUS MODIFICATIONS
TO PECO ENERGY COMPANY’S
UNIVERSAL SERVICE PROGRAM
AND ASSOCIATED TARIFF CHANGES
In accordance with the Commission’s Septenber 29, 2000 Order in this proceeding and

paragraphs 30-33 of the “Joint Pcp'ﬁon for Settlement” in Docket No. A-110550F0147, PECO
Energy Company (“PECO” or “the Company”) hereby submits this Petition for Expedited
Approval of Consensus Modifications to PECO Energy Company’s Universal Service Program

and Associated Tariff Changes ("PECO Universal Services Petition”). See, PECQ’s Submission .-

of Universal Service and Energy Conservation Plan in Compliance with Section 54.74, Docket

No. M-00001418 (Order entered September 29, 2002)(*September 29 Order”); PECO Energy

Company, Docket No. A-110550F0147, “Joint Petition For Settlement,” dated March 24, 2000

(“Merger Settlement™). This petiton addresses and resolves all issues identified by the
Commission in the September 29 Ordcr, fulfills certain of PECO’s obligations from the Merger

Settlement pertaming to a “special needs” plan, and resolves other specified issnes identified -

154477
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with respect to the C'on_rpa.uy’s Universal Services fmgram.

The terms and conditions of the PECO I‘_‘}‘niversal Services Pctitjon represent 4 CONSEnsus
proposal resulting from the col]ab;arab'vc efforts of PECO.Energy and the PECO LIURP -
Advisory Committee tc;‘ resolve issues involving the welfare of the low-inéomc “special needs”
residential population served under PECO’s Electric Service Tariff. The LIURP Advisory -
Committee members that participated in developing this con-sensus proposal and support these
modifications include the Penmsylvania Office of Consumer Advocate (“OCA”), the Consumer .

Education and Protective Association (“CEPA™), the Association of Community Organizations ,

and Reform Now (“ACORN™, the Tenants Action Group (;'I‘AG" , the Action Alliance of

_ Senior Citizens {“Action Alliance™), the Pennsylvania Utility Law Project “PULP”), the Utility

Emergency Service Fund (“UESF™), and the Penmsylvania Department of Public Welfare
(“PaDPW™). The Philadelphia Area Industrial Energy Users Group participated in the
collaborative effort and does not oppose the modifications:

PECO avers that the pravisions sc;t forth in this petition are in the Apublic interest and that
the rates, terms and conditions of service for the proposed CAP Rate “Spectal Needs™ program
appli;:ahlc to PECO’s “special needs” low-income cust;)mer's are just and reasonable, and
otherwise in the public interést. Therefore, PECO requests that the Commission: (1) approve
without modification the proposed PECO Universal Services Petitit;n as set forth herein; and (2)
approve the proposed tariff changes, appended bereto, that are neccssary 10 implement the neﬁ
CAP “Special Needs” program, rules and regulations. See Appendix A. Due to the substantial
economic and service-related benefits that will be provided PECO’s ow-income community,

PECO requests that the Commission approve the petition and accompanying tariff supplement on
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an expedited basis, by no later than December 1, 2002.

Tn support of its request, PECO states as follows: |

SUMMARY OF PETITION

The consensus terms and conditions set forth. in this dociEment constitute a means to
resolve, fairly and eguitably, the universal services issues arising from PECO’s Universal Service
and Con.scnsus Plan, submitted April 14, 2000 and the Merger Scttlement as well as some |
additional issues addressed herein. Approval of this Petition and implementation of the program
modifications and associated tariff changes will create significant benefits for PEtIO’s low- '
income customer population and avojd protracted liﬁgaﬁon. These benefits come in the fDrm of
cnhanced universal services resources being made available to special needs customers,
jdentified as those cns—iomcrs &t the lowest level of po.vmty with incomes between 0-50% of
federal poverty level, through substantial rate discounts under the modified CAP program. The
modified CAP program ailso includes a component to provide additional aﬁordability assistance
to those customers whose income is between 0-25% of the federal poverty level and have
experienced an extenuating circumstance that affects their continued abiiity to pay. As such, |
each of the proposed modifications achieves the goals of the Commission®s regulations and
policies concerning universal service prograrms.

Spéciﬁcaﬂja in response o the Septernber 29 Order, the consensus modiﬁcatioz:;s provide
substantial CAP Rate discounts that will benefit “spcéial needs” customers with household
incomes c;f less than 50 percent of federal government poverty level guidelines (“FPL™). As
described in detail below at Section LA, these tariff changes provide three additional tiered rate

discounts under the Company’s CAP schedule (“CAP Rider A, B, and C”) that will now



suppl-emcnt the two existing CAP Rate tiers I and II (“to be renamed as Cap D and Ca:p E,
respectively”). Eligibility for each tiered rate discount will depend on the relative ]evé] of the
customer’s honsehold income, whether the customer takes service under Rate'R-or Rate RH and
whether the customer has “extenuating c:rcumstances“ that render 1t eligible for the steepast
discoumts. These tariff discounts, for speciﬁed usage, range as high as 35% below the otherwise
applicable non-CAP Rate for customers with incornes between 0;25% of FPL and, for those
customers with incomes between 0-25% of FPL and an identified exienuating cncmnstance,

provide a total bundled fixed monthly charge that Les at the Jow end of the range identified in the

Commission’s CAP Pohcy Statement, 69 Pa. Code § 69.265(3)

" In addition to these rate discounts, the benefits to be pmwded pursuant {o this Petition

include:
(1) Additional staffing resources to be devoted to PECO’s in-house CARES program,

(2) Enhanced, targeted LIURP messires for customers that £l in the 0-50% of FPL

income group;
(3) Assurances concerning PECO’s Information Technology commitment to its Universal

Service Program data warehouse;
{4) The development of a written and detailed communication, education and outreach
program pla that will be developed in cooperation with the PECO LIURP Advisory

Board;
(5) Continned support of local MEAF agencies efforts to obtain bardsinp contributions

from ratepayers;

(6) New rules corice.ming eligibility verification for PECO’s CAP program;



(7) Changes ta the medical certification pmcc&mcs to address medically necessary
electric usage and to reduce the burden of certification for those who are chronically
or terminaily i]l-; and -

(8) A commitment by PECO to hire an independent evaluator to measure and rcpcrt on
the impact that the program modifications set forth above have on the three groups for
which CAP A, B, and C will be created. |

Fach of these program enhancements respond directly to concemns expressed by the Commission
in the September 29 order, the M;:rger Settlement, or those expressed by members of the LIURP
Advisory Commiittee.

In turn, PECO requests that the Commission find that PECO Energy has c.:omp_lied with |

the requirements of the September 29, 2000 order in all respects and mark this proceeding closed.

O  BACKGROUND
' This matter has its genesis in PECO’s April 14, 2000 filing in compliance with the
Cormission’s Reporting Requirements for Universal Service and Energy Conservation
Programs at 52 Pa. Code S 54.4 and the Merger Scu.]ement.. After several exchanges of
information requests from the Comﬁﬁséion’s Bureau of Consumer Sen:ioes ("BCS”) and PECO,
the Commussion issied the Scptcmb_m' 29 Order. That ox:d'cr found the Company’s Umversal
Sérvice and Energy Conservation Programs, in large part, to be in compliance with pertinent .

provisions of the Electricity Generation Customer Choice and Competition Act (“Electric

Restructuring Act™), 66 Pa.C.S. SS 2801-2812. See, PECO’s Submission of Universal Service
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and Fnerey Conservation Plan in compliance with Section 54.74, Docket No. M-00001418

(Order entered September 29, 2002)(“September 25 Order”).

Specifically, in the September 29 Order, the Commission made the following findings

relative to PECQO’s universal service and conservation plans:

The Commission finds that PECO’s umiversal service plan
complies with sections 2803 and 2804(9) of the Act, the reporting
requirements at 52 Pa. Code S 54.74, and the Commission’s Final

~ Order approving PECQ's restructuring settlement agreement at

Docket No. R-00973953. We also find that PECO’s plan may not
adequately comply with Section 2802(10) of the Act and the CAP -
Policy Statement at 52 Pa.Code § 69.265(2);

Septernber 29 Order at 28.

The Commission ordered PECO to undertake speciﬁc steps towards analyzing and

pﬁssfbly enhancing the CAP Rate discounts for oertain “special needs™ or “safety net” customers:

Id.

1. PECO is directed to analyze the cost of extending the CAP rate
discount to the entire bill of CAP Rate R base load customers
served from January 1, 1998 -to December 31, 1998 whose incomes
are below 50% of the poverty guidelines and whose usage exceeds:
500 kWh per month. This analysis should compare the costs of
expanding the discount to the costs of pursuing current collection
efforts for this group of customers: This analysis is to be submuitted
to the Commission’s BCS by November 30, 2000 to ascertain
whether a discount applied to the entire bill for this group of

" customers may siguificantly decrease the number of customers who

might need a “safety net” or “special needs” compouent to the CAP
Rate. :

In addition, in the September 29 Order, the Commission directed PECO to 1) schedule a

‘meeting within 90 days of the date of this order to discuss the status of the CAP Rate R analysis

with the Bureau of Consumer Services; 2) to explain the benefits of and to offer budget billing to



its CAP Customers and 3) to provide BCS with a copy of the text to be used regarding their
explanabion of these offerings and budget bﬂh:ng. Finally, the Commission encouraged the
Compaﬁy to make the deterrnination regarding a *'safety net” or “special needs” component to the
CAP Rate, if possible, prior to the June 30, 2002 deadline ountlined in the Merger Séttle;nent.
Merger Settlernent, para. 31. '
The Merger- Settlement alse launched a cooperative analysis by the Company and the
LIURP Advisory Subcommittee infn other aspects of the Company’s Universal Service Program.

Thésc terms aﬁd conditions inch;dc the following:

o Data Warehouse. PECO agreed to institute and maintaint a customer data warehouse
that will include appropriate Universal Service data. Merger Settlement, para. 29,
Special ﬁeeds CAP Program Evaluation. The Company igrecd to determine the need
for a “special needs” program and components of such a program after sufficient
Untversal Scrvic_e data was compiled and that, afier such infqrmat:ion is compiled,
evaluate, with the LIURP Advisory Comumittee, whether a “special needs” component
should be added to the Company’s CAP Rate programs. Such a “special needs” program
should include, but was not limited tc.1, program changes that address the special needs of
customers with incomes at- or below 50 percent of the federal poverty guidelines. June
30, 2002 was identified as the target date for determining the necessity for and
formulation for such a program. [f the parties were unable to achieve a consensus op a
program by that date, PECO was obligated, within 60 days thereafter, to make a

recommendation to the Commission concemning a “special needs” component. Merger

Settlement, para. 31.



« Independent Evalustion. The Company agreed to permit H. Gﬂ Peach, Ptho perform
an independent evaluation of whether a special needs component of the Company. CAP
‘Rate would be necessary. Such independent evaluation was scheduled for completion by
January 31, 2002. Merger Setilement, para. 32. PECO also agreed to provide Dr, Peach .
access to mformation stored in the data w_arehouse. Metger Settlement, para. 30,

CAY Participation Levels. The initial maximum participation level of 100,000
customers in the Electric CAP program specified in Paragraph 34 of the 1998 Electric
Restrucnn'ihg Settlement was increased to a prov_isional mgximum particfpation level of
125,000 customers subject 1o revisiop and adjustment in consultation with tile LIURP
Advisory Committee when that level is reached. Merger Settlement, para. 34,

Universal Service Fun;i Cﬁst Recovery. In the evént that Electric CAP Rate emrollment
reached 90,000 customers, the cost credit recoverable in the Um'vcrsai Service Fund Cost
(“USFC”} Section 1307 recovery mechanisms for each CAP Rate customer in excess of

90,000 customers will be $383 per year in order to recover revenue shortfalls from the

CAP Rate discounts. Merger Settlement, para. 35.

In compliance with the September 29 Order and the Merger Settlement, PECO and the
PECO LIURP Advisory convened 2 number of meetings to discuss the various low-income
jssues set forth for discussion in the Merger Settlement and the September 29 Order. At these

meetings, the status of the analysis and recormmendations of H. Gil Peach & Associates were

" discussed along with analysis developed by the Company. On June 10, 2002, Dr. Peach

submitted his analysis and recommendations for the Company and LIURP Advisory Commiitee
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to consider. As a result of these meetings and thoughtful consideration of the evaluation by Dr.
Peach, the various participants in the collaborative process reached a consensus agreement

concerning the modifications needed to be made to PECQ’s Universal Services Program. This

petition documents the terms and conditions of that conseasus.

oI  TERMS AND CONDITIONS

The terms and conditions of fhc PECO Universal Services Petition are as follows:
A. . CAP Rate Modifications‘

PECO Energy's existing CAP Rate Program is comprised of CAP Rate I and CAP Rate
I CAP Rate ! eligibility is open to customers with armual household gross mcome at or below
.100 percent of the Federal poverty income guidelincs‘ and pmvx'dﬁla nominal 51.9 pcrcc:m

discount on the pricing of the first 500 kWh of usage. CAP Rate I eligibility is open to

customers with annual household gross income from 101 percent up to and including 150 percent’

of the Federal poverty income guidelines and prbvides a nominal 26 percent discount on the
pricing of the frst 500 KWh of usage. Among other criteria, CAP Rate 1 and Il customsers also
saust com_ply with other terms and conditions applicai)le 1o energy ;assistance grants and energy
education and conservation programs facilitated by PECQ Enctgy.

The Consensus ﬁodiﬁcations proposed herein expand: the breadth of PECO’s CAP Rate
services 10 customers with {acomes between 0-50% of FPLwith three additional CAP Rate
offerings. See Appendix A, pro forma tariff page;. Thée offerings shall be identified in the
PECO Electric Service Tariff as CAP A, B, and C, with the two existigg CAP Rate programs,

CAP Rate ] and II, being renamed as CAP D and E, respectively. CAP A, B and C shall be an



open enrollment program for ail eligible customers with a provisional ‘maximum pariicipation
jevel of 40,000 customers. ﬁat 40,000-customer enrollment target may be increased by PECO
after wnsulﬁtion with the LIURP Advisory Committee when that level is reached.] Renamed
CAP D and E shall bé subject to the same terms and conditions that apply to the ensung CAP
Rates I and I1, respectively.

1) CAP A. CAP A will be established for customers with annual houschold gross .

income that is equal to or less than 25 percent of FPL and have an identified extenuating

circunstance. CAP Rate A is structured as foHowé:

CAP A customers that take service under Rate R will be required to pay a total
monthly bill of $12 for all usage up to 1000 kWh. Usage m excess of 1000
k'Wh per month would be billed the CAP D rate (now CAP Rate T) rate,

CAP A customers that take service under Rate RH will be required to pay a
total onthly bill of $30 for all usage up to 2000 kWh billed in the winter
months of October through May in addition to the month of June and 1000
k'Wh in the surnmer months of July, August and September. Usage in excess
of those usage thresholds kWh per month will be billed atthe CAP D rate.

- “Extemuating Circumstances” customers shall be limited to CAP Rate
customers who otherwise demonstrate an inability to pay their bills as a resuit
of unique circumstances such as those related to health (injury, illness,
disability, high medical bills, medically retated electric usage, death in the
famnily), sudden loss of employment, the presence of high risk househoid
members (children below 8 years of age, disabled individuals, or infirm
elderly), an inability to comply with at least 2 non CAP A payment
arrangements, or high non-discretionary electric usage related to shelter
conditions not susceptible to mitigation through LIURP measures.

CAP A enrollment will be limited to no more than 7,500 “extenuating

1 For clarity purposes, the Company notes that the total pumber of customers eprolled in CAP Retes A, B, C, D and
E. will count towards the 90,000 CAP Rate customer threshold idemtified in Paragraph 35 to the Merger Settlement,
for the purpose of the Company’s recovery of the per custorner CAP Rate discount revenne shordfall of $383.
Morcover, while the per customer revenue shortfall may inctease as a result of the steeper discounts provided for
CAP Rates A, B and C, the Compary bas agreed not to seek recovery of the incremental rate tirough the Pa:agﬂph

35 JSFC rate mechandsm.
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circumstances” customers.

» Additionally, CAP A customers and PECO CARES representatives shail work
in a cooperative effort to maximize the amount of governiment or private
financial assistance available to the customer.

» CAP A customers subject to Rate R will also receive assistance from PECO -
Energy to restore service by other vendors of heating energy 5o as to mduce

usage of electric space heating.

» CAP A customers will not be eligible to shop for gcneratxon service provided
by a competitive electric generation supplicr. . .

. Fmal]y, CAP A customers will be required to re~carufy their ehgib:hty for

service under CAP Rate A on an annual basis. In this respect, PECO Energy
will evaluate whether a customer’s receipt of a LTHEAP grant wonld

" - consttute adequate proof of income.

2) CAP B. CAP B will be established for customers with annual household gross
incc;mc that is equal to or less ';han 25 percent of Federal poverty income guidelines. For service
billed in the surnmer months of July, August and September, ehigible customers will be provided
a nqminal 85 percent rate discount on the first 500 kWh, and'a norminal 30 percent dis'cou:ut on
the next 100 XWh, of their Rate R or Rate RH scrvi;:e; éuring the months of October through
Tune, the same customers will receive a nonﬁﬂ 85 percent discount on the first 500 kWh of
their bill. All other usage will be assessed the otherwise applicable tariff rate R and RH charges,

'CAP B customers will not be eligible to shop for ger.xeraﬁon séxvicc provided by a competitive
electric generation supplier.

3) CAP C. CAP C will be established for customers with annual household gross
income that is greater than 25 percent up to and including 50 pcréent of Federal poverty income
guidelipes. For service billed in the summer months of July, August and September, ligible

customers will be provided a norminal 75 percent rate discount on the Grst 500 kWh, and a

11



nominal 30 percent discount on the next 100 k'Wh, of their Rate R or Rate RH service; for the
months of October through June, the same customers will receive a nominal 75 percent disc,c_mm
on the first 500 kWh of their bill. ATl other usage will be assessed the ofherwise applicable tarifl
rate R and R¥ charges. CAP C customers will not be eligible to shop for generation sé;*vicg
provided by a competitive electric generation suppher.

4) Miscellaneous CAP Program Changes. In.addition to the three additional CAP Rate
tiers, PECO has agreed to make othc;- chaném to the CAP Rate progmni rules rggarding medical
certification and incomne verification. As poted above, CAP A customers will be required to re-*
verify their eligibility for that rate anmually. If the t;ust-omcr‘s'circumstances have changed so
that they are able to move off of the CAP A program, PECO will place the mzst;)mer in the most
ad.vantagcous CAP Rate tier or on the appropiiiate rate. As for thé other CAP Rates (B, C, D, and
E), PECO will develop procedﬁrcsr d@signed to reciuire all CAP custorters to re-verify the.n-
eligibility every two years. Ag;'zin, at re-verification, ?ECO will insure that the customer is in
the most advantigeous CAP Rate tier or on the most appropriate rate. '

As far as the medical cgrﬁﬁcation requirement for CAP Rate customers is concerned,
PECO will replace the monthly medical certification requirement for the chronic or terminally il
with a requirement that the customers re-certify every six months; and will enact a health usape
and medical certification policy that a) requires that all medically necessary usage will be
charged the individual’s discounted CAP Rate even where su-ch usage may exceed the kWh
discount threshold otherwise stated in the rate and b) provides information, education, and
outreach resources which explain the medical certification and CAP rate medical usage policies

and procedures to health care providers such as home health care aides, visiting ouzses,
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physicians, clinics, hospitals, hospital social workers and respite care centers.

The Company’s arrearage forgiveness component to the CAP Rate.will_ continue.
Customers who qualify and are placed on the CAP Rider will have their pre-program amearage
forgiven if th%:y remain current on their CAP bill for six consecutive months. 'I‘heﬂcveiopment

of any new arrearage during this period will delay forgiveness. Customers that develop any new

arrcarage will be offered a payment agreement.

B. Targeied LIURP Measures
PECO has agreed to place customers with annual household gross income that is less than

or equal to SC percent of Federal poverty income gm'dciincs and whose average monthly electric
usage exceeds 1,000 kWh per month in the highest priority population eligible for LIURP
measures. LIURP treatinents, including air conditioner and refrigerator replacements, where
within LTURP economic guidelines, will be utilized for this population, along with other LIURP'
treatments as 4 Imeans 1o reduce electric usage of this customer population.  Such expenditures

will be treated as expenditures from the Company’s annual LTURP budget.

C. PECO CARES
PECO has agreed to commit additional resources to the CARES component of its

Universal Services program. Specifically, PECQO has agreed to 1) establish an in-house CARES
program of at least 3 CARES case managers; and 2) develop and unplement a detatled work plan
stating the goals, activities, minimum qualifications and responsibilities of its CARES staff.

Such detailed work plan shall be Sinalized no later than May 30, 2003,

13



D. Low-income Customer Qutreach

. i’ECO has agreed to develop a written amli detailed communication, education, and
outreach program for its low-income customer population. This program wﬂl aﬂd‘rcss,‘at a
minimum, the following faclmréz 1) how to read and understand bills and written notices; 2) an .
explanation of b;zdget billing; 3) education materials and other information concerping energy

copservation; 4) materials explaining CAP Rate program eligibility, terms and conditions, -

' including the amrearage forgiveness component; 5) materials explaining the Company’s Universal

Services program and bow to contact and work with PECO’s Universal Services staff; 6)

" materials explaining the Company’s CARES program. Developmeat of program plan and

materials will be performed in cooperation with the PECO LIURP Advisory Board,

E.  Commitment to MEAF Agencies.
As part of the consensus modifications to its Universal SBIVi-Cﬁ program, PECO has

agreed to specific measures designed to support local MEAF agencies that are designed to
improve hardship contributions by ratepayers. Thcs;:, measures shall include the fqlk_)wing:' 1)
PECO will include in its Enerlgy Ne\_av? bill insert four nmes per year the opportunity for a
;:u.stoz;ne;r to sign and return a pledge form to make s MEAF contribution; apd 2) Donor Lists ~
PECO will collect and maintain doﬁor' list information. PECO also agrees to mect with the
MEAF agcnci.w to develop measures to improve comtributions (o the hardship funds, which ﬁnay

tnclude a Public Service Announcement.
In accordance with Paragraph 29 of the Merger Settlement, since the “special needs” CAP

i4
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Rate program provided in JIL.A above will not be in place by January 1, 2003, PECO Energy will
make a $400,000 contribution to the county fuel fund agencies on or before January 15, 2003,

This payment will be allocated in accordance with PECO’s exzsnng allocation formula for

PECOQ’s MEAF funds to each county.

F. IT Resources

To address concerns expressed conr;eming the quality and acoessibility of customer data
rejevant to PECQO’s low-income customers, PECO has agreed to certain measures designed to
ephance the information technology (IT) resources available to the Universal Service program. '
These enhancements include: 1) assm‘anccs that IT staff will be available to fulfill the priority
information requirements of the Universal Service p_rograml; 2)completion of a data warchouse
that is capable of providing customer information needed by PECO’s Universal Service staff to
manage and monitor the program, including materials needed to comply with Commission filing
requirements; and 3) status reports on the functionality of the data warchouse to the PECO
LIURP Advisory Committee that provides up&atsd information on the type of informaﬁﬁn that
will be incorporated into the data warehouse, the staff members that hth't access to the

information in the data warehouse, and a history of how requests for IT asmstance ave processed

and satisfied.

G.  Program Evalnation

PECO has agreed that an independent evaluator will measure and report on the Universal
Service Program modiﬁcaﬁons provided under sub-paragraphs LA through IIF. This

independent evaluation shall be performed in conjunction with the program evaluation required
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under the Commission's Universal Service Regulations. For the purpose of PECO’s program,

the first such evaluation shall begin no later than October 31, 2005 and be completed no later

than May 1, 2006.

H. Universal Services Flow Chart.

Attached hereto as Appendix B is a flow chart showing the various components of its
Universal Service Program, functional responstbilities of key PECO personne] responsible for

components of the PECO Universal Service program, and the corporate officers who are

responsible for implementation and oversight of the Company’s Universal Services programs.

I ° LIURP Advisory Committee Updates
PECO Energy has élso agreed that it will provide written monthiy progress reports to the

PECO LIURP Advisory Comunittee during the implementation of the consensus modifications as

well as convene quarterly status meeting with the LIURP Advisory Commattee. The purpose of
these reports and meetings will be to provide the LIURP Advisory Committee a status update on

the implementation of the Universal Service program medifications, to develop and review

educational and outreach materials, and to discuss other issues that may arise from time to time

relative to the Universal Service program of the Company.

J. Implementation Deadline
As an integral part of its agreement with the LIURP Advisory Committee membership,

PECO Energy has agreed to take all reasonable steps necessary 1o ensure that its Umiversal
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Service program raodifications, as described above, fully function no later than the end of the 9%

calendar month following a final Commission order approving the Petition.

K.  Waiver of 52 Pa. Code § 54.74 Filing Reguirement.

52 Pa. Code § 54.74 requires the Company to make a filing every three years in which it
describes its universal ser:vices and energy conservation plan. Under these regulations, PECO’s
nexf plan submission in compliaqcc with Section 54.74 of the Commission’s regulations is due
no Jater than February 28, 2003. Such update is required to provide the Comruission with the
status of the Company’s Universal Service Plan including but not limited to program cheanges
that have been iﬁxplcmmted. However, other than the programn changes pruposed in th‘is Petition,
PECO’s Universal Services and Energy Conservation program remains unchanged from that
approved by the Commission in the September ,:29 Order. According}y, PECO rc:que-sts waiver of
52 Pa. Code S 54.74 filing requirement to the extent t}:;at such regulation would require PECO to-
make & Univcrsaj Service Plan filing in compliance that includes the modifications in this
P‘ctitic)n prior to February 28, 2006. Waiva.r of such reguirement would aliow PECO to focus its
energy on implementing the program changes called for in this Petition so that affected

customers-can derive the benefits of the program changes as soon as possible.
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THE PROPOSED CONSENSUS MODIFICATIONS SHOULD BE

Iv.
APPROVED.

A. Introduction
The consensus Universal Services program modifications proposed herein should be

approved. The proposed CAP Rate program tariff changes are just and reasonable, and

- consistent with applicable universal service policies, in that the three additional tiered rate

discounts provide additional assistance for a substantial number of PECO’s “special needs” low-

income customers with annual household incomes that are less than 50 percent of federal poverty

income guidelines to enable them to better afford service. This expansion of PECO’s program to

address these special needs will be subject to th.e existing rate and other parameters established
under the PECO Electric Restructuring and Merger Settlements. | ’
Additionally, the tariff changes and the other Universal program changes to which the
Company has agreed, s-uch as the targeted LIURP measures, will assis-t 'these, special needs
customers in addressing the energy efficiency of their homes so that th_cse customers can better
manage their energy usage. Other changes will further outreach to customers and better educat.c
customers as to all aspects of the program The changes to the medical certification procedures
will also ensure that medically necessary energy usage is billed at a discounted rate, and it wﬂl
relieve ccrtiﬁc:;ﬁon burdens for those who are chronically or terminally ill. Finaliy, the
improvements and commitments to information technology, as well as the schedule for ferther
evaluations should allow the Company and other interested partics such as the LIURP Advisc;x}'
Comumittee to evaluate the Company’s Universal Service program on an ongoing basis.

When reviewed as a comprehensive plan, these modifications significantly advance

is



PECOQ’s programs designed to meet the Commission’s universal service and energy conservation
plan requirements. This significant advancement shall be subject to the rate parameters of the . ‘
PECO Electric Restructuring and Merger Settlerpent.  Finally, as with consensus egreements
generally, acceptance of the pruposed changé without modification would be coml;stsn; with the
Conunission"s policy favon'ng consensus solutions. While not technically a settlement, the h
results of the collaborative effort reflect an end result that is @onable and are the prbdpct of
parties with spcciailizcd expertise in resolving low-income ";pecia] needs™ customer issues in the
PECO Energy electric service territory. i

For these reasons, and the reasons set forth in more detail below, approval of these

program modifications would be just and reasonable and otherwise in the public interest.

B. The Consensus Modifications Comport With the Commission’s CAP Rate

Policies and Applicable Regulations and Are Otherwise Just and Reasonable, -

in the September 29 Order, ’the Commission expressed concern that the Company’s CAP
Rate program “ruay not may not,.adequatciy; comply with Section 2802(10) of the Ac; for a (sic)
approximately twenty percent of CAP Rate Customers who hgve low-incomes and high usage.”
September 29 Order at 14-15. The proposed CAP A, B, and C tiers address these concems .
expressed in the September 29 Order with respect to Section 2802(10) and the Commission’s
CAP regulations. CAP B, and C provide discounts of 75% and 85% rather than the existing
discount of 51.9%. Thus, as the customer’s income declines, the customer is cligible for |

additional rate discounts on the first 500 kWh of usage. Additonally, to address usage over 500

¥'Wh during the summer monpths, a 30% discount is provided on an additional 100 KWh of

usage. For customers at the very lowest leve] of poverty (incomes between 0-25% of FPL) who
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have an “extenuating circumstance™ a fixed payment is set at the nummumend of thc range
e'stablishcd'in the CAP Policy stétement, $12 per month for non-beating electric customers a‘nd ,
$30 per month for an elcc_tric heating customers. See 52 Pa.Code § 69.265(B) and {C).

The pré:posed plan will elso sct:k' to addrms-customers with high u;agc through ;argcted'
LIURP measures. Whea effective, these mcasure's will inc}u-dc air conditioner and refrigerator
replacement, two appliances that are known to be a significant source of energy usage. Through

K

other LTURP measures targeted to these customers, the customers should be able to gaiﬁ some -
control over their electric usage and improvc. their living condition.

Other universa] service program changes that are presented should provide PECO low-
incorne customer population with  balanced universal service program. The addition of three
PECO’s CARES case managt‘.;rs should enhance the ability of payment-troubled cus.tomcrs to
obtain timely assistance in resolvirg their utility related issues as well as their financial and
social circwrnstances. See ILC., supra. The additional CARES case managers should assist the
Compény in dealing with its Jow-income customers in a proactive manner. Modifications to the
medical certificaticn procedures should ensure that chronically or terminally ill customers are not
unduty burdened, and will ensure that medically necessary electric nsage is billed at adimmte;i

rate.

The benefits of the enhanced low-income customer outreach and commitment to MEAF

agencies should improve communication with the low-income customer population and should

improve the custorner’s understanding of the program, its terms and conditions. The

commitment to work further with the MEAF agencies could potentially increase energy hardship

contributions from customers, thus making even more assistance available to low-income

20
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customers. See, LD and [L.E, supra. The consensus modifications also provide for timely
program evaluation, and other reporting requirements that should allow the Commission and the
LIURP Advisory Comruittce to evaluate and Iﬁonitor PECO’s universal serviu:- program.
PECQ submits, for additional reaso;as, that the Comnﬁssjon should deetn the CAP Rates
proposed herein, along with the other universal service modiﬁcatic;n, to be just and reasonabie
and in the public interest. The discounted rate aspect of the program should allow the Company
to more eﬁ"ectivély manage the overall cost of its universal service programs, in part ductx; the )
fact that the msom,cmmﬂy put into negotiating and admimistering payment arrangements
with payment tmuﬁled customers or dealing with complaints before the Commission should now
be focused, as provided by other featires of the conseqsus modifications, on other, more
productive efforts through the CARES and other Universal Services programs such as assisting
customers to obtain cncrgy.assistance payments under LIFEAP and MEAF, and gaining control
over their electric usage with LIURP measures. These attributes could potentially mitigate the

ratemaking burden of uncollectible accounts expense and the cost of dealing with payment-

troubled customers that are borne by PECO’s customers.

Finally, PECO has cornmitted to jmprove the quality of its uiversal service data
warehouse. Placing a higher priority on the IT resources dedicated to this project should improve
the features of the existing data warehouse and allow the universal services staff to evaluate
performance of their program on a better informed basis. This cnhanct:ment will also improve the
reliability of information provided to the Comunission, independent evaluators and LIJRP

Advisory members with an interest in the performance of PECO’s universal service program
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‘Accordingly, along with the other modifications proposed for fhe CAP Rate program
copcerning income vertfication and medical certification policy, the Company’s CAP Rate
program is consistent with the Commission’s regulations and should address the concerns

expressed by the Commission with respect to the affordability of the CAP Rate prom for all

CAP eligible customers, including those with the lowest incomes.

The Consensus Modifications are Consistent With Commission Policies
Promoting Negotiated Solutions,

PECO and the LTURP Advisory Committee arrived at the consensus modifications afier

C.

conducting extensive analysis, through the efforts of Dr. Peach, the Company and other
Committee members, and after engaging in in-depth technical discussions over many months,

As aresult, the consensus terms and conditions that developed through those efforts constitute a
carefully crafted package representing reasonable negotiated compromises on the issnes
addressed hc;rein. Thus, the PECQ Universal Service Petition is consistent with the
Commission’s rules and practices encouraging negotiated seﬂmncnts (see 52 Pa. Code §§ 5.231,
69.351, 69.401). While not the result of settlement discussions in a litigated proceeding,
advocates from each of the interested pﬁw coopmtet'i to produce these consensns

modifications.

D. Expedited Approval is Needed So That the Benefits of The Consensus
Modification May Be Provided As Soon As Possible,

PECO Energy requests that the Corrnission expedite its approval of the consensus

modifications so that the Company may implement the necessary changes as soon as possibie. In

this respect, all of the tariff changes will be implemented o Iater than the end of the ninth moxnth



after the Commmission enters an order approving the modifications. This lag is necessary to

ensure that the necessary information system changes, education litérature and other program

- changes needed to support the CAP Rates A, B and C are developed and implemented.

V.  CONCLUSION
WHEREFORE, the PECO Energy Company respectfully requests that the Commission:

(1) approve this Petition, including all terms and conditions contained herein, without
modification; and (2) approve the Tanff Supplements attached as Appendix A to become
effective pursuant to terms set forth therein; and (3) determine that the Company’s Universal
Service Program, as modified by the terms and c.onditions of this Petition and accompanying
tar1 ff supplement comply with all legal requirements, including the requirement that PECO’s

tariff rates, terms and conditions must be just and reasonable.

Respectfully submitted,

‘ﬁ(/'-pm' C’CA

Kent D. Murphy, Esquire

Ward L. Smith, Esquire

Exelon Business Services Company
2301 Market Street, §23-1

P.O. Box 8699
 Philadelphia, PA 19101-8699

(215) 8414941 (w)

(215) 568-3389 (f)

kent murphv@exejorcorp.cormn

Counset for: PECO Energy Company

DATED: October 1, 2002
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' | Exhibit LC-4
' BARBARA ALEXANDER
I ! Page 94 . Page 96 |5
: 1 plans? 1 would be responsive. I'think I had a
l 2 A. Tam not objecting to the 2 chartin here. Page 33.
3 notion ofincluding the notion of 3 Q. 99,600 is that correct? ;
! 4 service compensation plans, yes, they 4 A. That's correct. “
i‘ 5 did. 1 don't want to subscribe to them, 5 Q. [am showing you what's
l \ 6 only my proposals. 6 marked PECO Exhibit Number 117
' 7 Q. Was'there any self- 7 A. Yes. ’
a i 8 executing compensation in the First 8 Q. A moment-ago.] asked you if
l i 9 Energy resolition, to your knowledge? 9 you review the merger settlerent
‘ 10 A. The decision of the 110 regarding PECO CAP merger program. Did
i 11 commission on that merger withi the '11 you review it:from this agreement?
I 12 service qualities plan,.no, there was 112 A. Yes.
' ‘ 13 not. 13 Q. Look at paragraph 34 on -
14 Q. Did you propose it? 14 page 20.
I 15 A. Yes, 1did A5 A, Yes.
16 Q. Itwasrejected there again |18 Q. Could you read that
, 17 in the context of'a merger; is that : 17 paragraph into the record, please?
' 18 correct? 18 A. "The initial maximum. -
l ' 119 A. Yes, it was. 19 participation level of 100,000 customers
20 Q. Do you believe the 20 in the Electric. CAP program specified in
l 21 commission was wrong? 21 paragraph 34.of the 1998 Electric
I : 22 A. Tthink that they should 22 Restructuring Settlement is increased
= 23 reconsider their prior-decisions on that 23 consistent with paragraph-34 of.the 1998
| 24 matter in light of the experiences that 24 Electric Restructuring Settlement, the
Page 95, Page 97

a 1 occurred subsequent to the GPU, First 1 CAP Rate remains an.open enroliment
; 2 Energy merger and.the promises-that have 2 program for all eligible customers with
l 3 been made In this proceeding. 3 aprovisional maximum participation
| 4 Q. Have you reviewed the 4 level of 125,000 customers subject to
_ 5 merger settlernent regarding PECO's CAP, 5 revision and adjustment in consultation
l 6 C-A-P, participation program? 6 with thé capitalized LTURP advisory
f 7 A. The 2600 merger 7 committee when thatJevel is reached.”
X 8 settlements? 8 Q. LIURP iscommonly referred
. 9 Q. Yes. | 2 toas LIURP; is that correct?
' 10 A. Yes, I summarized the key 10 A. That's my understanding.
| 11 provisions in my tesimony. 11 Q. Based on the language of
, | 12 Q. Your testimony notes that ) 12 this settlement, do you understand that
l 13 PECO has enrolled approximately 99,600 13 the maximum number of customers to
| 14 peopleiinCAP; is that-correct? 14 participate in the CAP Rate program is
: 15 A. Yes. |25 .designed to be 125,0007 .
I ! 16 MR. CHESKIS: Can you show |16 A. Itisalevel of 125,000 {
- 17 us what you are talking about? 117 customers.
; 18 THE WITNESS: That:number 18 Q. What do you understand that
) 19 sounds correct. It's.around 19 language to mean? i
i 20 - 100,000. 20 A. Ihave no more E
21 BY MR. DOMINGUEZ: 21 understanding other than what it says. I
22 Q. Iwill let you read through 22 Q. 1Is PECO required under this
23 your testimony. 23 language in your review to have 125,000,
24 A. 1gaveyou information that 24 customers in it or is that the maximum J}

25 {Pages 94 to 97

Be22c3d0-bl35-4a60-bd04-6822464ec481



BARBARA ALEXANDER

Page 100

R A AA T T L o AR At bkl £ER o

Page 98 1

1 for the program? 1 A. [ will read what I said in i

2 A. The language here does not 2 my testimony. Do you have any questions ' Ir

3 say PECQ:is required to enroll 125,000 3 about what [ said pursuant to the 2000 I

4 customers, but I certainly interpreted 4 merger settlement PECO was allowed to

5 this to indicate the parties assumed 5 seek rate recovery for Eleciric CAP Rate

6 that 125,000 would be the next level of & costs as a USFC cost of $383 per CAP

7 activity that was authorized to occur 7 customer for enrollment in excess.of W

8 here. 8 90,000 customers.

9 Q. It was authornized to occur, 9 Q. That's referring to
10 but PECO was not required to meet it; is ‘10 paragraph 35 of the merger agreemem
11 that correct? 11 that is where you got that; is that
12 A. Basedon this paragraph I 12 correct?

13 can't'tell you that I would see that is 13 A. That's correct.
14 the case. 14 Q. And, then, it says if-you
15 Q. Ididn't understand your 15 follow me down to the middle of the
‘16 response. That you didn't see that what 16 paragraph?
17 isthe case? 17 A. You are back to the ‘
18 A. [ said based on this 18 settlement.
19 paragraph I can't see that that was the 19 Q. Backto the settlement?
20 case. 20 A. Very good.
21 Q. Allright. 21 Q. "383 per customer per year
22 " 1 am asking you to complete 22 amount-will remain in effect until the
23 the thought. That was the-case is going 23 company’s next base rate case”; is that
24 to be lost in the transcript. That what 24 correct?
Page 99. ‘ Page 101

1 was the case, provide a complete answer? 1 A. That's correct.

2 A. 1was responding to your 2 Q. Ore of your recommendations

3 question which I believe we could ask 3 in this case is that the company's

4 him to read it back to me or ask me to 4 ability to recover those amounts is be

5 interpret this paragraph to require 5 limited; isthat correct?

6 PECO, I believe was your word, to enroll 6 A. Well, the company's next

7 and I said based onthis paragraph I do 7 base rate case at the time this . ,

8 not sec that that requirement is.here. 8 settlement was reached was 2006, 1 ’

9 Q. [Idirect your attention 1o 9 believe. As a result of this new . l
10 paragraph 35.that pertains to the 10 proceeding the OCA's other witnesses are | .
11 universal fund cost; is that correct? 11 proposing that next base rate case be i
12 A. Yes. 12 deferred until 2010 or 2011 and my !
13 Q. That is the $383 per 13 recommendation-with regard to cost i
14 customer? 14 recovery needs to be understood in that
15 A. Yes. 15 context.

16 Q. That's a cost recovery 16 Q. Explain what your

17 mechanism for PECO; is that correct? 17 recommendation is?

18 A Yes 18 A. My recommendation is that

19 Q. Explain your understanding 19 beyond the current amount already i
20 how it works? 20 reflected in rates that no further USF 1
21 A. 1did in my testimony pages 21 costrecovery occur during this next X
22 331034. 22 five-year merger period. :
23 Q. Could you.restate it 23 Q. Allright. So what you are f
24 previonsly here? 24 saying essentially | s th that what the i
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Page 1086

conflict since Tiny McClusky, the senior
legal person at the OCA, is a member of
the LIURP advisory commitiee meeting and
the meetings you are discussing and
obviously [ have communicated with her
on an ongoing basis.

Q. Thas is going to get into
an area that I'll admit is privileged,
but if you want to tell me about your

R R R b e
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Page 108

Q. .It's your testimony that
you assume that that increase is
consistent with the consensus
modifications?

A. T assume that that is not
-- let's put it this way.

My recommendation was not

intended here to complement the
consensus.modifications. My proposal

10 conversations with Tiny McClusky we was to expand the USF program beyond
11 could talk about that. that currently in effect and agreed to
12 MR. CHESKIS: T will ob_]ect. and, again, we are talking about a
13 BY MR. DOMINGUEZ: merger. benefits proposal-here.and not
14 Q. Or are you going to intending to suggest that the prior
15 withdraw your answer? Do you have any merger will deal with this matter-in any
16 personal knowledge, Ms. Alexander, of definitive way. -
17 whether or.not the recommendations:you - - -
18 made conflict with the consensus (Recess taken.)
19 modifications? - - -
20 A. My personal knowledge:is 20 MR. DOMINGUEZ: All right.
21 that I am sure that they donot as.a 21 We are ready. '
22 result of the OCA's ongoing involvement 22 BY MR. DOMINGUEZ: .
23 in that and their review and: 23 Q. The increase.inthe level
24 consultation with me about my testimony. 24 from BOO 10 500 kilowatts:comes at a .
Page 107 Page 109 i
1 So there would be no basis for assuming 1 costof 10.3 million dollars?
2 there is any. 2 A. That is the estimate that
3 Q. You haven't reviewed the 3 PECO has given us in response to that
4 consensus modifications and compared 4  matter.
5 those to the conditions you have set "5 Q. Who ouglit to pay for that
& forth in your testimony? & in yourestimation. Is this to be born
7 A. Thavenot. 7 by shareholder, shareholders-and
8 Q. You are assuming if they 8 ratepayers in combination or just
9 were in conflict someone from the OCA 9 ratepayers?
10 would have told you that; is that 10 A. In the context of this case
11 correct? 11 the theory is one thing, but the context
12 A. That's correct. 12 this is-proposed as a merger related i
13 Q. That is the sole basis of 13 benefit. When'the future base rate ’
14 your personal knowledge? 14 -happens with whether it's 2006 or 2010
15 A. About that particular 15 or 2011 or whatever the date is-there
16 matter, yes. 16 will be a reckoning with regard to the
17 Q. Ms. Alexander, you propose 17 actual cost of the program, the benefits
18 an increase for CAP Rate B through CAP 18 of the program and the net cost will and
19 E, customers from 500 kilowatt to 800 19 should be paid for by other customners. '
20 kilowatt; is that comrect? 20 ‘Q. So as a matter of theory
21 A. Proposing an increase in 21 youagree customers ought to pay for !
22 the usage level so the customer has a 22 this type of program the CAP program; is ]
23 larger discount on a more significant 23 that correct? i
24 A. Sure, of course. :

part of the bill, that's correct.

s
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Page 110 Page 112
1 Q. Butin this case you 1 here, which 1s the merger proposal and
2 propose to change that to the 2 so forth.
3 shareholder to take back some of the 3 And that a gradual movement
4 cost and revenue opportunities created 4 to try to eliminate some usage CAPs was
5 by the merger; is that correct? . 5 appropriate.
6 A. That's correct for a period 6 I did give you the average
7 of time, yes. 7 usage of residential and CAP Rate
8 Q. How long would that be B customers to the extent [ was able to
9 until the next rate case? 9 derive themn from data responses and the
10 A, Thatis correct. 10 date certainly could determine that it
11 Q. Are you aware of any other 11 was over 600. So we:wanted to move off
12 utilityin the state with a CAP program 12 500. 800 was the next item we had
13 at'800 kilowatts in terms of its level? 13 available from the cost factor.
14 A. Most of the other CAP 14 Q. Isthis.a gap -- in your
15 programs are not designed like PECO's. 15 view does the program as it-exists
16 They are designed more like thé 16 create a gap or does it have a'gap in it.
17 percentage of income plan, so they don't 17 in connection with the level?
18 have these rate discount features in 18 “A. [believe that - I'm
19 which some of the portion of the bill is 19 sorry.
.20 covered by subsidy and others-are not. 20 Q. Let me rephrase the
21 The whole bill is covered. 21 question. brrespective of the merger is
22 Q. Is there any utilities with 22 it your view that this programic
23 -aprogram similar to PECO's, so you 23 modification would be appropriate?
24 could make a comparison? 24 A. Tthink it's appropriate
Page 111 ) Page 113
1 A. No, I would say that ali of 1 particularly in light of the commissions
2 them are peculiar to the utility in 2 order that I also cited in my testimony
3 question, the funding level and 3 that'had just come out in the last
4 reguiatory status budgets and so forth. 4 couple of weeks or months in which it
5 Q. In your opinion the 800 S found an affordability problem with
& kilowatt level is the more appropriate 6 respectto PECO's CAP program. |
7 level than the 500 kilowatt level; is 7 believe the order suggested that
8 -that correct? . 8 something néeded to-be done about this
9 A. Yes. I have justified that 9 matter.
10 staternent in two ways. First, we ask 10 S0 in the normal course 1
11 for usage breakdown from the company 11 suspect this matter will come back no
12 with respect to the cost of taking away 12 matier what happens in the merger, but
13 the CAP at various levels and the 13 it certainly seemns timely to raise it
14 response we got was that that was not 14 here.
15 easyto determine quickly in an.exact 15 Q. The difference, of course,
16 way, butthe way they had to estimate it 16 being in the context of the merger, the
17 gave us breakdowns at certain usage 17 shareholder pay for the increase whereas
18 levels. So we had to use those:levels 18 in the context of a rate case customers
19 that were reflected in‘thie data response 19 pay for the increase? Ii
20 here that 1 have noted. Given that we 20 A. They would pay to the ;
21 were looking at the cost involved in 21 extent that we had a few analysis of the :
22 each of these steps and attemnpted to 22 netcosts of the program. There are ‘
23 find one that we felt was reasonable in 23 some benefits for the expenditures that ;
24 light of the sxtuahon that we have 24 you are doing here. So it would not be i
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Page 114 Page 116 |i
1 adollar for dollar recovery probably in 1 intheir rebuttal that would allow me to i
2 anycase. And | don't pretend to give 2 react to that. ;
3 you what I think the doilar recovery 3 Q. Did you ask for it? ;
4 would be, but doing that analysis -- it 4 A. No. Atthe pointin this ?
5 has not been done. 5 process where this was due and all the '
& Q. Withregard to any of the 6 responses had been asked I did not. i
7 CAPlevels A, B, C, D, E, are you aware 7 Q. As a matter of policy, who '
8 of an instance where a person who is 8 ought to bear the cost associated with E
9 qualified t¢ be in a certain cap program 9 the forgiveness of those arrearages? ;
10 was denied access by PECO? 10 A. They are part of the =
11 A. | am not personally aware 11 universal service program and should be
12 of that, no. 12 treated-as the other costs with the CAP
13 Q. What would happen after the 13 program. ’
14 rate case period? Under your 14 Q. As we described earlier
15 conditional analysis, would the 800 15 today?
16 kilowatts still be the level after a 16 A. -That is correct.
17 rate case was filed? ' 17 Q. Is the cost of the ;
18 A. That's.a good question, and 18 arrearage forgiveness that you proposed i
19 Idon't think I made a recommendation 19 significant?
20 about that and 1 would defer ta the end 20 A. Idon't know the answer to !
21 of that period to the proceeding that 21 that question. To get the answer we %
22 would be undertaken. There may be'a 22 would need to find cut what the {
23 number of other-changes or reforms in 23 arrearages is --'what the arrearages are !
24  this program that might be appropriate 24 --T'm sorry, I am blank. We need to ;
Page 115 " page 117 E
1 to consider at that time and | would not 1 find out the dollar amount the people |
2 want to pretend that I would know the 2 owe. Having failed another CAP Rate
3 answer to that question five years from 3 upon entering into A, B and C - I mean
4 now. 4 we could make guesstimates about that
5 Q. 1direct your attention to 5 based on the enrollment on the A, B, C
6 pages 39and .40 of your testimony? 6 CAP Rate programs which are not real
7 A. Yes. 7 high, but that is the kind of analysis
8 'Q. Inthe carry-over bullet 8 that needs to be done 10 answer your
9 that begins on page 39 and goes over to ‘9 question.
10 page 44 you recommend changes to PECO's 10 Q. Let me ask you the question
11 policies regarding arrearage 11 this way. Isthe ultimate cost going to
12 forgiveness? 12 -be afactor in your opinion as to
13 A. Yes. 13 whether this.is an appropriate
14 Q. Are you aware of whether or 14 condition?
15 notthat issue was dealt with in the 15 A. T'would say the answer is
16 consensus modifications? - |16 yes, it should be taken into account.
17 A. No. 17 Q. How much would be too much?
18 Q. Have you analyzed the costs i8 A. That! cannot tell you. |§
19 of forgiving arrearage as you proposed 19 Q. Before when you calculated }
20 in the bullet that begins beginning on ‘20 inregard to the changes from 800,
21 39 and ending on 407 21 excuse me, 500 10 800 kilowatts what you
22 A. No, I do not have the costs 22 referred us back to a calculation of |
23 forthat. 1 would hope that the company 23 10.3 million dollars in annual costs?
24 would provide any information about that 24 A Yes.
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Exhibit LC-~6
COMMONWEALTH OF PENNSYLVANIA

PENNIYLVANIA

puc PENNSYLVANIA PUBLIC UTILITY COMMISSION
A P.0. BOX 3265, HARRISBURG; PA 17105-3265 . mereceas:
G-00030996
APRIL 1, 2003
PECO ENERGY COMPANY
2301 MARKET STREET/ $23-1 Jeen
PO BOX 8699 ~ RECEWED
PHILADELPHIA PA 19101-8699 APR § 2003
ATTENTION: KENT'D MURPHY KENT D. MURPHY

Re: Affiliated Interest Agreement between PECO Energy Company
and Exe¢lon Energy Corporation

Dear Mr. Murphy:

On January 24, 2003, PECO Energy Company:(“PECO™) and Exelon Energy
Corporation (“Exelon”) filed an Affiliated Interest Agreement. This agreement is filed in
accordance with the requirements of Section 2102(b) of the Public Utility Code, 66 Pa. C.S.
§2102(b). The.Commission extended. the period for consideration for this Agreement until
further order of the Commission. The. Agréement would allow PECO to participate in long-term
and-short-term.gas commodity transactions.and lirnited:term-natural gas asset management
transactions' with-affiliates in-the Exelon Corporation.

Upon review of the Company’s filing, it-does not appear that this filing is unreasonable or
contrary to the public interest. Therefore, this filing is hereby-approved. However, approval of
this filing does not constitute a determination that such filing is consistent with:the public
interest, and that the-associated costs or.expenses are reasonable or prudent for the purposes of
determining just and reasonable:rates. Furthermore, the Commission’s approval is contingent
upon:the possibility. that. subsequent audits, reviews, and inquiry, in.any Commission-proceeding,
may be conducted, pursuant to-66 Pa..C.S. §§2102, et seq. In.addition, this:approvaliwill apply
only to the agreement(s), service(s), matters, and parties specifically and clearly defined under
this-instant filing as well as under any associated:-and previously-filed:filings.

Sinceréﬁr,

ce: Kerry Klinefelter, FUS
Janet Patrick, Secretary’s Bureau
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BEFORE THE
© PENNSYLVANIA PUBLIC UTILITY COMMISSION

PECO Energy Company’s Submission of
Unpiversal Service and Energy Conservation : DOCKET NO. M-00001418
Plan in Compliance with Section 54.74

PETITION FOR EXPEDITED APPROVAL OF
- CONSENSUS MODIFICATIONS
TO PECO ENERGY COMPANY’S
UNIVERSAL SERVICE PROGRAM
AND ASSOCIATED TARIFF CHANGES
In accordance with the Commission’s Septernber 29, 2000 Order in-this proceeding and’

paragraphs. 30-33 of the “Joint Petition for Settlement in Docket No. A-110550F0147, PECO.
Energy Company (‘PECO” or “the Company”) hereby submits this Petition for Expedited
Approval of Conseasus Modifications to PECO Energy Company’s Universal Service Program
and Associated Tariff Changes (“PECO Universal Services Petition”). :See, PECQ’s Stbnission

of Universal Service and Energy Conservation Plan in Compliance with Section 54.74, Docket

No. M-00001418 (Order entered September 29, 2002)(*September 29 Order”); PECO Energy

Company, Docket No. A-110550F0147, “Joint Petition For Settlement,” dated March 24, 2000

(*Merger Settlement”). This petition addresses and resolves all issues identified by the
Commission in the September 29 Oxﬂcr, fulfills certain of PEC(O’s obligations from the Merger
Settlement pertaining to a “special needs” plan, and resolves other specified issues identified -

154427
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with respect to the Company’s Unrversal Services ;;rograrn.

The terms and conditions of the PECQ 'L;;ﬁvcrsal Services Petition represent a consensus
proposal resulting from the collab;zraiivc efforts of PECO,-Ene:rgy and the PECO LIURP
Advisory Committee tc-) resolve issues involving the welfare of the low—inc:ome “special needs”
residential population served under PECO’s Electric Service Tariff. The LIURP Advisory
Committee members that participated in developing this con‘sensus proposal and support these
modifications inchide the Pennsylvania Office of Consumer Advocate (“OCA™), the Consumer

. Educeation and Protective Association (“CEPA™), the AssociationAof Community Organizations °

and Reform Now (“ACORN™), the Tenants Action Gro&p (“TAG"), the Action Alliance of

. Senior Citizens (“Action Alliance™), the Pennsylvania Utility Law Project (*“PULP™), the Utility

Er'ncrgcncy Service Fund (“UESF"), and tl-nc Pennsylvania Department of Pubiic Welfare
(“PaDPW™). The Philadelphia Area Industrial Energy Users:Group participated in the
collaborative effort and does not oppose the modifications.

PECOQ avers that the provisions se-t' forth in‘this petition-;,are':in the .public.intercst-'and‘that
thc—rates,-tmms;an;i conditfons-of service for the proposed CAP Rate “Special Needs” program
appli;:ablc-to PECO’s “special needs” Iowfmcome.custt-)mezﬁ are just-and reasonable, and
otherwise in the public intcrc'st. Therefore, PECO requests-that the Comnmission: (1).approve
without modification the proposed PECO Universal Services Peu'tit;n as set forth herein; and (2)
approve the proposed tariff changes, appended hereto, that are necessary to implement the ncﬁr
CAP “Special Needs” program, rules and regulations. See Appendix A. Due " the substantial

economic and service-related benefits that will be provided PECQO’s low-income commmunity,

PECO:requests that the Comumission-approve the petition and -accompanying tariff supplement on



an expedited basis, by no later than December 1,.2002.
In support of its request, PECO states as follows: _

L SUMMARY OF PETITION

The consensus terms and conditions set forth in this decumnent constitute a mcans to
resolve, fairly and equitably, the universal services issues anising from PECO’s Universal Service
and Consensus Plan, submitted April 14, 2000 and the Merger Settlerhent as well as sdmg: '
additional issues addressed herein. Approval of this Petition and implc_mcntatio-n of the program
modifications and associated tariff changes will create significant benefits for PECO’s low-
income customer population and avoid protracted litigation. These benefits come in the forml of
enbanced universal services resources being made available to special needs cusm;lners,.
identified as those customers at the lowest level of po.verty with incomes between 0-50% of
federal poverty level, through substantial rate discounts under the modified CAP program. The
modified CAP program also includes.a component to provide additional 8.ﬁ’0rdabﬂity-assistance
to those customers whose income is between 0-25% of thé federal poverty level and have

experienced an extenuating circumstance that affects their continued-abiiity to pay. As.such,

" each oftpc'prqposed modifications achieves tlie goals of the Commission’s regulations and

policies concerning universal service programs.

Spq-:ciﬁcally, In response to the September 29 Order, the consensus modiﬁcatim;s provide
substantial CAP Rate discounts that will benefit “special needs” customérs with household
1'11(.:4.3meu;-<l)i‘T less than 50 percent of federal goverxﬁhcnt poverty level guidelines (“FPL"). As
described in.detail ‘below at Section A, these tariff changes provide three additional tered rate

discounts under the Company’s CAP sthedule ("CAP Rider A, B, and C”) that will now
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suppllement the two existing CAP Ratc tiers I and II (“to be renamed as Cap D and Cap E,
respectively”). Eligibility for each tiered rate discount will.depend on the relative Icw;.l of the
customer’s houschold income, whether the customer takes service undcr Rate'R or Rate RI-I and
whether the customer bas * ‘extenuating cut:umstances” that render it ehgib]e for the steepest
discounts. These tariff discounts, for specnﬁad usage, range as hlgh as 85% below the etherwxsc
applicable non-CAP Rate for customers with incomes between 0'-25% of FPL and, for those
customers with incomes between 0-25% of FPL and an identified extenuating circm:;zstancq.,
provide.atotal bundled fixed monthly charge that Lies at the’low end of the range identified n the
Commission’s CAP Policy Staternent, 69 Pa. Code § 69.265(3)
" In addition to these rate discounts, the bcncﬁt.s to be I;mVided pursuant to this Petition
include:
(1) Additional staffing resources to be devoted (0. PECO"s in-house CARES program,
(2) Enhanced, targeted LIURP measures for customers that fall in the 0-50% of FPL
income group; |
(3) Assurances concerning PECO’s Information Technology commitnient to'its Universal
Service Program data warchouse; | |
(4) The development of a written and=dctaile&-communicaﬁon, education and outreach
program plan that will be:developed in cooperation with-the PECO LIURP Advisory
Board; |
(5) Contimued support of local MEAF agencies efforts.to obtain hardship contributions
from ratepayers;

(6) New rules concerning eligibility verification for PECO's CAP program;



(7) Changes to the medical certification pmwﬁcs to address medically necessary
electric usage and to reduce the burden of certification for those who are chronically
or terminally i]i.; and -

(8) A commitment by PECO to hire an independent evaluator to measure and report on
the impact that the program modifications set forth above have on the three:groups for
which CAP A, B, and C will be created. .

Each of these program enhancements respond directly to concems expressed by the Commission

e e mmrrranr

in the September 29 order, the Merger Settlement, or those expressed by members of the LIURP
Advisory Commitiee.
In tumn, PECO requests that the Cornmission find that PECO Energy has complied with

the requirements of the September 29, 2000 order in all respects and mark this proceeding closed.

o BACKGROUND
 This matier has its genesis in PECO’s April 14, 2000 filing in compliance with the
Commission’s Reporting Requirements for Universal Service and-Energy Conservation
Progranis at 52 Pa. Code'S 54.4 and the Mergcr'Sett]cmtmt' After several exchanges of:
information requests from the Commission’s Buresu of Consumer Services (“BCS") and PECO,
! . the Commission issued the Scptember 29 Order. That ordcr found the Company’s Universal
S;mn'ce and Energy Conservation Programs, in large part, to be in compliance with pertinent '

provisions of the Electricity Generation Customer Choice and Competition Act (“Electric

‘Restructuring Act”), 66 Pa.C.S. SS 2801-2812. See, PECO’s Submission of Universal Service

v
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and Energy Conservation Plan in compliance with Section §4.74, Docket No. M-00001418
(Order entered September 29, 2002)(“September 29 Order”).

Specifically, in the September 29 Order, the Commission made the following findings
relative to PECO’s umiversal service and conservation plans:

The Commission finds that PECQ’s universal service plan
complies with sections 2803 and 2804(9) of the Act, the reporting
requirernents at 52 Pa. Code S 54.74, and the Commission’s Final
Order approving PECO’s restructuring settlement agreement at
Docket No. R-00973953. We also find that PECO’s plan may not
adequately comply with Section 2802(10) of the Act and the CAP -
Policy Statement at 52 Pa.Code § 69.265(2);

September 29 Order at 28.
The Commission ordered PECO to undertake speciffc steps towards analyzing and
possibly enhancing the CAP Rate discounts for certain “special needs™ or “safety net” customers:

1. PECO is directed to analyze the cost of extending the CAP rate
discount to the entire bill of CAP Rate R base load customers
served from Janvary 1, 1998 to December 31, 1998 whose incomes
arc below 50% of the poverty guidelines and whose usage exceeds:
500 kWh per month. This analysis should compare the costs of
expanding the discount to the costs of pursuing current collection
efforts for this group of customers: This analysis is to be submitted
to the Commission’s BCS by November 30, 2000 to ascertain
whether a discount applied to the:entire bill-for this group of
" customers may significantly decrease the nuxober of customers who

might need.a “safety net” or “special needs™ component to the CAP
Rate. :

Id.
In addition, in the September 29 Order, the Commission directed PECO to 1) schedule a
‘meeting within 90 days of the date of this order to discuss the status of the CAP Rate R analysis

with the Bureau of Consumer Services; 2) to explain the benefits of and to offer budget billing to
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its CAP Customers and 3) to provide BCS with a copy of the text to be used regarding their
explanation of these offerings and budget bi]li.ng. Finally, the Commission encouraged the
Company to make the determination regarding a “safety net” or “special needs” component-to the
CAP Rate, if possible, prior to the June 30, 2002 deadline.outlined in the Merger Settle;ncnt.'
Merger Seitlement, para 31. .

The Mérger. Settlement also launched a cooperative analysis by the Company and the
LIURP Advisory Subcommittee into other aspects of the Company's Universal Service Program.
‘Thci:sc terms ax;d-conditionsinclude the following:

» Data Warehouse. PECO agreed to institute and maintain & customer data warehouse
that will include appropriate Universal Service data. Merger Settlement, para. 29.

« Special Needs CAP Program Evahiation, The Company agreed to determine the need
for a “special needs™ program and components.of such a program after sufficierit
Universal Service-data was cormpiled-and that, after such informat:ion is compiled,
evaluate, with the LTURP Advisory Commitiee, whether a “special needs” component
should be added {o.the Company’s CAP Rate programs. Such a “special needs” program
should include, but was not limited t(a, program changes that address the special needs of

custorners:with incormes at-'c;r:bc‘]ow 50 percent of the:federal poverty guidelines: June
30, 2002 was idenﬁﬁcfl as the target date for determining the necessity-for and
formulation for such a program. If-the parties were uriable to achieve a consensus-on a
program by that date, PECO was obligated, withip 60.days thereafier, to- make a
reponnngpdation to the Commission concerning a “special needs™ component.. Merger

Settlement, para_.31.
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+ Independent Evaluation. The Company agreed to permit H. Gil Peach, PhD to perform
an independent evaluation of whether a special needs component of the,Compa'izy"CAP
‘Rate would be necessary. Such indépendcnt evaluation-was scheduled: for completion by
J ;muary 31, 2002. Merger Settierﬁcnt, para 32. PECO also, agreed' to provide Dr Peach .
access to information stored in the'data vutarchouse. Merger Settlement, para. 30. |
e CAP Participation Levels. The initial maximum participation level of 100,000 ,
customers in'the Electric CAP program specified in Paragraph 34-of the 1998 Electric
Restructuring Settlement was incressed to a provisional maximum participation level of
125,000 customers subject to revision and adjustment in consultation with tize LIURP
Advisory. Com_mittec when that level is reached. Merger Settlement, para: 34. |
. Universal-Service'Fun;irCt;st'Recovery. In the event that Electric CAP=Rk;ieeenroﬂmcnt
reached-90,000 customers, the cost credit recoverable in the Univcrsai Service Fund Cost
(“USFC”) Section IBOK%__"rccovery mechanisms for each CAP Rate customer in éxcess of
90,000 customers will be $383 per year in order to recover revenue shortfalls from the

CAP:Rate discounts: Merger.Settlement, para. 35.

Iﬁncouxpliancc with the September 29 Order and the Merger. Settlement, PECQ and the
PECO-LIURP Advisory convened a number of meetings to discuss the various low-income
issues set-forth for discussion in the Mexger Settlement and the September 29 Order. At these

:meetings, the. smtu-s’ofthc;am_i_lysis;- and recommendations of H. Gil Peach & Associates were

‘discussed. dlong with analysis developed by the Company. On June 10; 2002;.Dr. Peach

submitted his analysis. and'recommendations for the:Company-arid LIURP Advisory Comrmittes
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to-consider. As a'f'esﬁlr of these meetings and thoughtful consideration of the evatuation by Dr.
Peach, the various participants in the collaborative process reached a consensus agreement
concerning the modifications needed to be made to PECG’s Universal Services Program. This

petition documents the terms and conditions of that consensus.

II.  TERMS AND CONDITIONS

The terms and conditions of the PECO Universal Services Petition are as:follows:
A.  CAP Rate Modifications
PECO Energy’s existing CAP Rate Program.is comprised of CAP Rate ] and CAP Rate
I CAP Rate I-eligl‘bility is oper to customers with annual household: gross mcome at or below
100 percént of the Federal poverty income guidetines and provides.a nominal 51.9 p;:rccnt.
discount on the pricing-of the first 500 kWh of usage. CAP.Rate I eligibility is open'to
customers with ammual household gross income from: 101 percent up to and including 150 percent’
of the Federal poveity income guidelines and prbvidesa,nomjnal 26 percent discount on the
pricing of the first 500 kWh .of usage. Among other criteria, CAP Rate Tond It customers also
must cormply with other terms and conditions applicable:to mcr_mr»;assistant;e=gr'z;nts and energy
education and.conservation programs facilitated by PECO Energy. |
The Consensus modifications proposed herein expand:the breadth of PECQ’s CAP Rate
se:ﬁcx 1o‘<.*;ustomers with incomes between 0-50%.0f FPLwith three additional CAP Rate
offerings. See Appendix A, pro forma tariff pagc.s. I'h:@seoﬁ'cﬁngsssball'beidtiﬁedlin the
PECO,Electric-Service Tariffas CAP A, B, and C, with the two existing CAP Rate programs,

CAP Rate I and I, being renamed as CAP D and E, respectively. CAP A, B and C shall be an
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opea erroliment program for all eligible customers with a provisional maximum participation
level of 40,000 customers. ﬁat 40,000-customer enrollment target may be increased by PECO
aﬂm_mm]ﬁtiom with the LIURP Advisory Committee when that level is reached.] Remamed
CAP D end E shall bé:subject to the same terms and conditions that apply to the enstmg CAP
Rates I and I, respectively. |

1) CAPA. CAP A will be estabiished for custorhers with annual household gross.
income that is equal to'or less than 25 percent of FPL and have an identified extenuating.

circummstance: CAP Rate A is'structured as.fo']]ows;:

* CAPF A costomers that take service underRate R will be rcqmmd to pay a total
monthly bill of $12 for.all usage up to. 1000 kWh. Usage in.excess of 1000
kWh per month would be bilied the CAP D rate (now CAP Rate I) rate.

e CAP A customers that take service under Rate RH will be required to pay.a
total monthly bill of $30 for all usage up'to 2000 kWh billed in the winter
months of October through May in addition to.the month of June and- 1000
kWhin the summer months of July, August-and September: Usage in excess
of those usage thresholds kWh per month will be billed at'the CAP D rate.

* - "Extenuating Circumstances” customers shall be limited to CAP Rate
customcxs who otherwise demonstrate an inability to pay. théir bills as a result
of imique. circumstances such as those related to health (injury, illness,
disability; high : medical bills, medicaily related electric usage, death in the.
family), sudden loss.of, employment, the:presenceé of bigh risk household

‘members (children below 8 years.of age, disabled individuals; or infirm
‘elderly), an:inability.to:.comply with at Ieast 2 non'CAP A payment
arrangements, or-high non-discretionary electric usage related to shelter
conditions pot susceptible,to mitigation through LIURP-measures.

o CAP A enrollment will be limited to. no more than 7,500 “éxtenuating

I3 Forclaruypurposu, thc Compaily notes that the totzl number of customers: enmﬂedmCAPRmA,B C,-D.and

E.-will count towards the 90,000 CAP Rate castomer threshold identified in‘Paragraph 35 to the Merger Settlement,
for the purpose of the: Ccmpany s Tecovery of the per customer CAP Rate discount reveme shorfall of $383,
Moreover, while the per custorner revenue shortfall may. increase as a result of the steeper discounts provided for
CAPRates A, B and C, the Comnpany has agreed not 1o scek recovery of the incrementa] rate through thc Paragraph
'35.USFC rate mechanism

10



circunstances” customers.

» Additionally, CAP A customers and PECO CARES represcutatives shall work
in‘a cooperative effort 10 maximize the amount of government or private
financial assistance availabje to the customer.

o CAP A customers subject to Raté R will-also receive assistance from PECO '
Energy to restore service by other vendors of heatmmg energy 5o as to reduce
usage of electric space heating. '

» CAP A customers will not be eligible to shop for generatmu service provxdcd
by a competitive electric generation supplier.

» Finally, CAP A customers will be required to r&cemfy their eligibility for
service vnder CAP Rate A on an anmual basis. In this respect, PECO Energy
will evaluate whether a customer’s receipt of a LTHEAP grant would

" constifute adequate proof of income.

2) CAP B. CAP B will be established for customers with annual household gross
income:that is:equalto or '}m.ﬁm 25 percent of Federal poverty income gnidelmes.. For service
billed-in the summer-manths of July, August and: September, eligible cuslomers-will.l')e provided

-a;nqmmal 85 percent rate disgmnt on the first 500 kWh, and a nominal 30 percent dir;co;mt on
the next 100 kWH, of their Raté R or Rate RH -se;rvi;:c; &uring the months of October through.
Jume, the same tustomers will-receive a-nom.in..;ﬂ 85 percent dJ:scoun: on the ﬁrstSOOkWh of
theirbill. All other usage will:be assessed the otherwise applicable tariff rate R and RH charges:
CAPB customers will not be eligible to shop for generation -sér.vice:provide‘d' by.a competitive
electric.generation'supplier. |

3).CAP'C. CAP Cwill be éstablished for customers with annual household gross

incorne:that i§:greater than;25:pércent.up.to and including 50 percent of Federal poverty income
guidelines. For_sgr.vigc billed i.'t.'t\"thc‘summer months of July, August and September, eligible

customers will be provided anominal 75 percent rate discount on the first SOO'kwm and 2
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nominal 30 percent discount on the next 100 kW, of their Rate R or Rate RH service; for the
months of October through June, the same customers will receive a nominal 75 percent discqunt
on the first 500 XWh of their bill. All other usage will be assessed the otherwise epplicable tarif?
rate R-and RH charges. CA;I’ C customers will not be eligible to shop for generation sc'rvice
provided by a competitive electric generation-supplier.

4) Miscellaneous CAP Program Changes. Iq‘additi‘on to the three addiional CAF Rate
tiers, PECO has agréed to make othm- chan-ges to the CAP Rate progm:d rules regardin,glmcdica]
certification and income verification. As noted above, CAP A customers will be required to re- |
vetify their eligibility for that rate annually. If the c;ustomer,’.s7 circumstances have changed so
that they are able to move off of the CAP A program, PECO will place the cu.st-omer.in the most
advantageous-CAP Rate tier.or on the appropﬁate‘raie. As for-thé other CAP Rates (B, C, D, and
E), PECO will develop proce('!l.n'es.-lc!&sigxlcd to require all CAP customers to re-verify their
cligibility every two years.. Agam, at re-verification, ‘PECO will insure that the customer is'in
the most 'édvantzigeoﬁs CAP Rate tier or on the most appropriate rate. |

As far as the medica] certification requirement for CAP Rawcns_tomers-i's-conccme.d,
PECQ will replae thie monthly medical ceftification requirement for the chronic of terminally i
with:a requitement ‘th_ai-ihe‘c'ustonicx's re-certify cvc:i—y sxx months; and will enact a health usage
and medical certification policy that:a) requires that all. medically necessary usage will be
charged the individual’s discounted: CAP Rate even whm:sﬁ usage jnay exceed the kK'Wh
discount threshold othawdse»sma.-ih the rate and b) provides information, education, and
outreach resources which explatn the medical-certification and'CKP:raic medical usage policies

aﬂd"Pmced“i_'c.S to bealth care providers such as home health care aides, visiting murses,”



physicians, clinics, hospitals, hospital social workers and respite care-centers.

The Company’s arrearage forgiveness component to the CAP Rate' wiu continue.
Customers who qualify and are placed on the CAP Rider will have their pre-program arrearage
forgiven if th'ey remain current on their CAP bill for six consecutive mounths. The dcvc'l0pment
of any new arrearage during this period will delay forgiveness. Customers that develop any new

arrearage will be offered a payment agreement.

B. Targeted LIURP Measures
PECO has agreed to pl‘acc customers with annual household gross income:that is less than
or equal to 56 percent of Federal poverty income guidelines and whosc average monthly electric
nsage exceeds 1,000 kWh per month in the highest priority population eligible-for LIURP
.measures. LIURP treatments, including air conditioner and refrigerator replacements, where
within LTURP economic guidelines, will be utilized for this populafion, along with other LIURP
treatments as 4 means to reduce electric usage of this custorner popunlation.  Such expenditures

will be treated as expenditures from the Company’s annual LTURP budget.

C. PECOCARES
‘PECO has agreed to commit additional resources to the CARES c_o:ﬁponmt of its

Universal Services program. Specifically, PECO has agreed to ) establish an in-house CARES

- program of at least 3 CARES case managers; and 2) develop and mmplement 2 detailed work plan

stating the goals, activities, minimum qualifications and responsibilities of its CARES staff.

‘Such detatled work plan shall be finalized no later than May 30, 2003.
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D. Low-income Customer Qutreach
PECOQ has agreed to develop a written an;i detailed communication, education, and
outreach program for its low-income customer population. This program wﬂl addrcss,‘at‘a
mmunimum, the following fat;lors: 1) how to read and understand bills and written notitl:fx; 2}an .
explanation of b;:dgct billing; 3) education materials andiother information- concerning cnergy.
conservation; 4) materials expla‘ining CAP Rate program eligibility, terms and conditions,
’-includjng thé arrearage forgi\.reness component; 5) materials explaining the Company’s Universal

Services program and how to contact and work with PECO’s Universal Services staff: &)

" matenals explaining the Company’s CARES program. Development of program plan and

materials will be performed'in cooperation with the PECO LIURP Advisory Board. .

E. Commi tment to MEAF Agencies,

As part of the-consensus modifications {0.its Universal Services program, PECO has
agreed to sl;eciﬁc measures designed to support local MEAF agencies that are designed to
improve hardship contributions by ratepayers. These measures shall include the'fq}lgwing:' 1) ‘
PECO will include in its Energy News'bill:insert four times per year the opportunity for a
cu.stox.nm to sign and return 2 pledge f§m to make a MEAF contmibution; and 2) Donor Lists— .
PECO will collect and mantain denor kist information. PECO also agrees to meet with the
MEAF agqu'.a;s to develop measures to iriaprove cantributions to the hardship funds, which l'nay

include a Pablic Service Anmouncement.

I accordance with Paragraph 29 of the Mexger Settlement, since the “‘special needs” CAP
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Rate program provided in JILA above will not be in place by Jam%ary i, 2003, PECd Energy will
make 8 $400,000 contribution to the county fuel fund agencies on or bcfor-e Ia;mary 15, 2063.
This payment will be allocated in accordance with PECO’s existing allocation formula for
PECQO's MEAF funds to each county. ‘
K. IT Resoarces
To address concerns exprcsscd»com;eming the quality and accessibility of castomer data
relevant to PECO’s low-income customers, PECO has agreed to certain measures dcsignled to |
enhance the information technology. (IT) resources available to the Universal Service program.
These enhancements include: 1) assur.anccs that IT staff will be available to fulfill the prionty
information requirements of the Universal Service program, 2) completion of a data warehouse
that is capable of providing costomer information needed by PECO’s Universal Service stafffo
manage and monitqr the program, including materials needed to comply with Commission filing
requirements; and-3) status reports.on the functionality of the data warehouse to the PECO
LIURP Advisory Committee that provides up&aied information on the type of information that °
‘will:be incorporated into the data warehouse, the staff members-that havc.a access 10 the
infc.nmation:in-ﬂ'le data warehouse; and-a history.of how requests for IT assistance are processed

and-satisfied.

G. Program Eviluation

PECO has agreed that an independént evaluator will measure and report-an the Universal

Service Program modifications provided under sub-paragraphs Il A through IILF. This

independent evaluation shall be performed in conjunction with the program evaluation required

15
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under the Commission's Universal Service Regulations. For the purpose of PECO’s program,
the first such evaluation shall begin no later than October 31, 2005 and be completed no later '

than May I, 2006.

H.  Upiversal Services Flow Chart. _
Attached hereto as Appendix B is a flow.chart showing the various components of its

Universal Service Program, functional responsibilities of key PECO personnel responsible for

components of the PECO Universal Service program, and the corporate officers who are

responsible for implementatior and oversight of the Company’s Universal Services programs,

1 ° LIURP Advisory Committee Updates

PECO Energy has élsmagrecd that it will provide written monﬂ:iy. progress reports to'the
PECO LIURP Advisory Committee during the implementation of the consensus modifications as
well as convene quarterty status meeting with the LTURP Advisory Committee. The purpose of”
these rcpqrts‘aqdmeeﬁngs will be to prqv__ide the LIURP Advisory Conmnittec a status.update on
the implementation of the Universal Service program modifications, to develop and review
educational apd outreach mat;aﬁals, and to discuss other issues that may arise from time:to time

relative to the Universal Service program of the Company.

. Implementation Deadline
As an integral part of its agreement with the LIURP Advisory Commmittee membership,

PECO Energy has agreed to take all reasonable steps necessary to ensure that its Universal

16



Service program modifications, as described above, fully function no later than the end of the 9™

calendar month following a final Commission order approving the Petition.

K. Waiver of 52 Pa. Code § 54.74 Fi]ing-Reqi:irement.

52 Pa. Code § 54.74 requires the Company to make a filing every three years in which it
describes its universa].ser-vic&s and energy conservation plan. Under these regulations, PECO’s
next plan submission in compliance with.Section 54.74 of the Commission’s regulations is due
70 later than February 28, 2003. Such update is required to provide the Commission with the
status of the Company’s Universal Service Plan including but not limited to program changes
that have been iﬁ:plemcmed. However, other than the program changes proposed in th..is Petition,
PECO’s Universal Scryices-a;ld Energy Conservation program remains-unchanged from that

approved by the Comnuission in the September 29 Order. Accordingly, PECO requests waiver of
52 Pa. Code S 54.74 filing requirement to the extent that such regulation would require PECO to-
make & Universal Service Plan filing in compliance that includes the modifications in this
Petition prior to February 28, 2006. Waiv% of'such requirement would allow PECO to focus its
epergy on implementing the program changes called for in this Petition so that affected

customers ¢an derive the-benefits of the program changes as.soon as.possible.
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Iv. TH'E PROPOSED CONSENSUS MODIFICATIONS SHOULD BE
APPROVED.

A. Introduction

The consensus Universal Services program modifications proposed herein should be
approved. The proposed CAP Rate program tariff changes. are just and reasonable, and
consistent with applicable universal service policies, in that the three additional tiered rate

discounts provide additional assistance for a substantial number of PECO’s “special needs” low-

income customers with annual household incomes that are less than 50 percent of federal-poverty

income guidelines to enable them to better afford service. This expansion of PECO’s program to
address these special needs will be subject to th;: éxisting rate and other paramctex"s established
under the PECO Electric Restructuring and Merger Settlements. |
Additionally, the tariff changes and the other Universal program changes to which the

Company has agreed, such as the targeted LIURP measures, will assist these special needs
customers in addressing the energy efficiency of their homes so that th_csc customers can better
manage their energy usage. Other changes will further outreach to customers and better edocate
customers zs to all aspects of the program. The changes to the medical certification procedures
will also ensure thatmodlcallyncccssary energy usage 1s billed at a discounted rate, and it will
relieve ccmﬁcanon hirdens for those who are chronically or termminally ill. Fmally the
inﬁprovcnts and commitments to information technology, as well as the schedule for further
cvaluations shouid allow the Company and other interested parties such as the LIURP Advisc;xy
Committee to evaluate the Company's Universal Service program on an ongoing basis.

When reviewed as a.comprehensive plan, these modifications significantly advance

if



PECO’s ﬁmgrams designed to meet the Commission’s universal service and energy conservation
plan requirements. This significant advancement shall be subject to the rate parameters of the
PECO Electric Restructuring aﬂd Merger Settlement. Finally, as with consensus egreements
generally, acceptance of the pruposéd change; without modification would be consistcn.t vnth the
‘Commission"s policy favoring consensus solutions. While not technically a settlement, the -
results of the collaborative effort reflect an end result that is ;'msonable and are the product of
parties with specialized expertise in resolving low-income “special needs”™ customer issues in the
PECO Energy electric service termtory. ]
For these reasons, -and the reasons set forth in-more detail below, approval of these

program modifications would be just and reasonable and otherwise in the public interest.

B. The Consensus Modifications Comport With the Commission’s CAP Rate
' Policies and Applicable Regulabions and Are Otherwise Just and Reasonable.

In the-September 29 Order, the Commission expressed concern that the Company’s CAP

Rate program “may not may not adequately corply with Section 2802(1 0) of the Act for a {sic)
approximately twenty percent of CAP Raté Customers who have low-incomes-and high usage
September 29 Order at 14-15. The proposed CAP A, B, and‘Ct.ierls address these concems
expressed in'the September 29 Order with respect to Section 2802(10) and the Commussioti’s
CARP regulations. CAP'B, and C provide discounts of 75% and 85% rather than the existing

discount of 51.9%. Thus, as the customer’s income declines, the customer i; eligible for

additional rate discounts on the first 500 kWh of usage. Additionally, to address usage over 500

kWh during the summer months, a 20% discount is provided-on an-additional 100 KWh of

usage. For customers at the very lowest level of poverty (incomes-between 0-25% of FPL) wha
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have an “extenuating circumstance” a fixed payment is set at-the minimum end of the range
e-stablishcd‘in the CAP Policy. st;'aternent, $12 per month for non-heating electric customers a;u'i
$30 per month for an c]mﬁc heating customers. See 52 PaCode § 69.265(B) and (C).

The proposed plan will also seek to;address.customcrs with high usage through targeted
LIURP measures. When effective, these measures will inclu'dc air conditioner and refﬁgcrator
replacement, two appliances that are known to be a signiﬁlcant.sourcc of energy usage. Through
other LTURP measures targeted to these customers, the customers should be able to gain some
control over their electric usage and improvc' their living condition.

Other universal service program changes that-are presented should provide PECO low-
income customer population with a balanced universal service program. The addition'of three
PECO's CARES case managers should enhance the ability of payment-troubled cuswmcxs to
obtain timely assistance in resolving their utility related issues as well as their financial and
social circumostances. See ILC,, supra. The additional CARES case managers should assist the
Comﬁany in deéﬁng with its Jow-income customers in a proactive manner: Modifications to the

medical.certification procedures should ensure that chronically or terminally ill customers are not
unduly burdened, and will-ensure that Imedically pecessary electric nsage is billed at a dlsoounted
rate.

The benefits of the enhanced low-income custorner.ouitreach and commitment to MEAF -
bagencies should improve communication with the low-income customer population and should
improve the customer’s understanding of the program, its'terms-and conditions. The
commitment to work further with the MEAF -agencies could potentially increase energy hardship

contributions from customers, thus making even more assistance avajlable to.low-income
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customers. See, ILD and [L.E., supra. 'f‘he consensus modifications also provide for bmely
program evaluation, and other reporting requirements that should allow the Commission and the
LIURP Advisory Commmitiee to evaluate and Iﬁonimr PECO's universal service- prograrm.

PECO submits, for additional reasons, that the Commission should deem the CAP Rates
proposed herein, along with the other universal scrviccmodiﬁcatit;n, {0 be just and reasonable
and in the public intcrest. The discounted-rate aspect of the program should allow the Company
10 more eﬁcctivély manage the overall cost of its universal service programs, in part due to the
fact that the rcsoprcaf currently put into negotiating and: administering payment arrangements
with payment troubled custorners or dealing with complaints befare the Commission should now
be focused, as provided by“othe.r fwnﬁes of the consensus modifications, on other, more

,productivc. efforts through the CARES and other Universal Services programs such as assisting
customers to obtain eu&rgy.assigtancc payments under LIBEAP and MEAF, and gaining cont;'ol
over their electric usage with LIURP measures. These attributes. could potentially itigate the
ratemaking burden of uncollectible accounts expense and:the cost of dealing with payment-

troubled customers that are borne by PECQ’s customers. |

Finally, PECO has committed to improve the quality of its universal service data
warehouse. Placinga higher priotityon the TT resources dedicated to:this project_?shoﬁld improve
the features of the existing data warehouse:and allow the universal services staff to evaluate
performance of their program on-a-better informed basis. This enhancement will also improve the
reliability of igformation-providcd to the Commission, independent evaluators and LIURP

Advisory members with an interest in the performance of PECO’s universal service program
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‘Accordingly, along with the other modifications proposed for the CAP Rate program
concerning income verification and medical certificatian policy, the Company’s CAP Rate
program is consistent with the Commission’s regulaﬁons and should address the concerns

expressed by the Commission with respect to'the affordability of the CAP Rate program for all

CAP eligible customers, inciuding those with the lowest incoines.

C.  TheConsensus Modifications are Consistent With Commission Policies
Promoting Negotiated Solutions.

PECO and the LIURP Advisory Committee arrived at the conseasus modifications afier

conducting extensive analysis, through the efforts of Dr. Peach, the Company and other

Comrnittee members, and after engaging it in-depth technical discussions over many months.
As arcsult, the consensus terms and ‘cdndjﬁ'ons‘ that developed through those.efforts constitute 2
carefully crafted package representing reasonable negotiated . compromises on the issues
addressed hcre:n. Thus, the PECO Universal Service Petition is consistent with the.
Commission’s riles ax}d' practices encouraging,ncgotiﬂtedseétlmcnts (see'52 Pa: Code §§.5.231,
69.391,69.401). While not the result of settlement discussions in-a litigated proceeding,
advocates from each of -thc.intercstedlpa.ftics coopcratoc'l to produce these consensus.

-modifications.

Modification May Be Provided As Soon As Possible.
PECO Energy requests that the Comumission expedite its. approval of the consensus
modifications so that-;he'Company may implément the necessary changes as soon as possible. In

this respect, all of the tariff ¢hanges-will be fmplemented no later than the end of the ninith month
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after the Commission enters an order approving the modifications. This lag is necessary to

ensure that the necessary inforrnation system changes, education litérature and other program

changes needed to support the CAP Rates A, B and C are developed and implemented.

V.  CONCLUSION

WHEREFORE,; the PECO Energy Company respectfully requests that the Commission:

{1) approve this Petition, including all terms and conditions contained berein, without

.

modification; and (2) approve the Tariff Supplements attached as Appendix A to become

effective pursuant o terms set forth therein; and (3) dcte-rmineJthat the Company’s Universal

Service Program, as modified by the terms and conditions of this Petition and accompanying

taniff supplement-comply with all legal'requirements, including the requirement that PECO’s
tariff rates, terms and conditions must be just.and reasonable.

-Respectfully submitted,

.&Um% CM

Kent D. Murphy, Esquire
Ward L. Siith, Esquire
Exelon Business Services Company
2301 Market Street, $23-1 o
P.O. Box 8699

"Philadelphia, PA- 19101-8699
(215) 8414941 (w)
(215) 568-3389 ().
kent murphv(@exeloncorp.com

‘Counsel for: PECO Energy Company

DATED: October 1, 2002
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