Exelon

Exelon Business Services Company
Legal Department

2301 Market Street / S23-1

P. O. Box 8699

Philadelphia, PA 19101-8699

Direct Dial: 215.841. 4635
Email: Anthony.Gay@exeloncorp.com

March 5, 2014
YIA e-FILING

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street
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Re: Petition of PECO Energy Company for Approval to Procure Tier II Alternative
Energy Credits Through Independent Brokers - Docket No. P-2014-

Dear Secretary Chiavetta:

Enclosed for filing please find PECO Energy Company’s Petition for Approval to Procure
Tier II Alternative Energy Credits Through Independent Brokers. Please note that, for the
reasons set forth in paragraphs 30 and 31 of the Petition, the Company requests that the Petition
be considered by the Commission without referral to the Office of Administrative Law Judge for
hearings and that the Commission approve this Petition no later than the public meeting presently
scheduled for May 22, 2014.

As indicated on the attached Certificate of Service, copies will be provided to all parties to the
Default Service Program II proceeding at Docket No. P-2012-2283641.

If you have any questions, please contact me at 215.841.4635.

Very truly yours,

A

Anthony E. ay
Associate General Counsel

cc: Per Certificate of Service



BEFORE THE

PENNSYLVANIA PUBLIC UTILITY COMMISSION

PETITION OF PECO ENERGY COMPANY
FOR APPROVAL TO PROCURE TIER II
ALTERNATIVE ENERGY CREDITS
THROUGH INDEPENDENT BROKERS

DOCKET NO. P-2014-

CERTIFICATE OF SERVICE

I hereby certify and affirm that I have this day served copies of PECO Energy Company’s

Petition for Approval to Procure Tier II Alternative Energy Credits Through Independent

Brokers on the following persons in the matter spccified in accordance with the requirements of 52

Pa. Code § 1.54.

VIA ELECTRONIC MAIL AND FIRST CLASS MAIL

Tanya J. McCloskey

Acting Consumer Advocate
Candis A. Tunilo

Christy M. Appleby

Assistant Consumer Advocates
Office of Consumer Advocate
555 Walnut Street

5th Floor, Forum Place
Harrisburg, PA 17101-1923
tmccloskey@paoca.org

ctunilo@paoca.org

cappleby@paoca.org

cshoen@paoca.org

Carrie B. Wright

Pennsylvania Public Utility Commission
Bureau of Investigation & Enforcement
Commerce Keystone Building

400 North Street, 2nd Floor

P.O. Box 3265

Harrisburg, PA 17105-3265
carwright@pa.gov

DB1/78042928.1

Elizabeth Rose Triscari

Assistant Small Business Advocate
Office of Small Business Advocate
300 North Second Street

Suite 1102

Harrisburg, PA 17101

etriscari@pa.gov

Todd S. Stewart

Hawke McKeon & Sniscak LLP

P.O. Box 1778

100 N. Tenth Street

Harrisburg, PA 17105-1778
tsstewart@hmslegal.com

Counsel for Dominion Retail, Inc. and
Interstate Gas Supply, Inc.



Daniel Clearfield

Deanne M. O’Dell

Edward Lanza

Eckert Seamans Cherin & Mellott, LLC
213 Market Street, 8th Floor

P.O. Box 1248

Harrisburg, PA 17101
dclearfield@eckertseamans.com
dodell@eckertseamans.com
elanza@eckertseamans.com

Counsel for the Retail Energy Supply
Association and Direct Energy
Services, LLC

Thu B. Tran

Robert W. Ballenger

George D. Gould

Community Legal Services, Inc.
1424 Chestnut Street
Philadelphia, PA 19102
ttran@clsphila.org
rballenger@clsphila.org
ggould@clsphila.org

Counsel for TURN et al.

Brian J. Knipe

FirstEnergy Service Company

76 S. Main Street

Akron, OH 44308
bknipe@firstenergycorp.com
Counsel for FirstEnergy Solutions
Corp., LLC

Charis Mincavage

Adeolu A. Bakare

McNees Wallace & Nurick LLC
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
cmincavage(@mwn.com
abakare@mwn.com
Icharlet@mwn.com
Ihuff@mwn.com

Counsel for the Philadelphia Area
Industrial Energy Users Group

DB1/78042928.1

Tori L. Giesler

FirstEnergy Service Company

2800 Pottsville Pike

P.O. Box 16001

Reading, PA 19612-6001
tgiesler@firstenergycorp.com

Counsel for Metropolitan Edison Company,
Pennsylvania Electric Company,
Pennsylvania Power Company, and West
Penn Power Company

Jeffrey J. Norton

Carl R. Shultz

Eckert Seamans Cherin & Mellott, LLC
213 Market Street, 8th Floor

P.O. Box 1248

Harrisburg, PA 17101
jnorton@eckertseamans.com
cshultz@eckertseamans.com

Counsel for Green Mountain Energy
Company and ChoosePAWind

Divesh Gupta

Managing Counsel - Regulatory
Constellation Energy

100 Constellation Way, Suite 500C
Baltimore, MD 21202
divesh.gupta@constellation.com
Counsel for Constellation Energy

Stephen L. Huntoon

David Applebaum

NextEra Energy Resources, LLC

801 Pennsylvania Avenue, N.W., Suite 220
Washington, D.C. 20001
shuntoon@nexteraenergy.com

david.applebaum(@nexteraenergy.com

Counsel for NextEra Energy Resources




Amy M. Klodowski Scott H. DeBroff

FirstEnergy Solutions Corp. Alicia R. Duke

800 Cabin Hill Drive Rhoads & Sinon, LLP

Greensburg, PA 15601 One South Market Square, 12th Floor
aklodow@firstenergycorp.com P.O. Box 1146

Counsel for FirstEnergy Solutions Corp. Harrisburg, PA 17108-1146

sdebroff@rhoads-sinon.com

aduke@rhoads-sinon.com
Counsel for Washington Gas Energy

Services, Inc.

Charles E. Thomas, III Jodi S. Larison

Thomas, Long, Niesen & Kennard Senior Manager, Business Development
212 Locust Street UGI Energy Services, Inc.

P.O. Box 9500 One Meridian Boulevard, Suite 2C01
Harrisburg, PA 17108-9500 Wyomissing, PA 19610
cet3(@thomaslonglaw.com jlarison@ugies.com
bmerola@noblesolutions.com Counsel for UGI Energy Services, Inc.
Counsel for Noble Americas Energy

Solutions LLC

Patrick M. Cicero David I. Fein

Harry S. Geller Vice President, State Government Affairs - East
Pennsylvania Utility Law Project Exelon Corporation

118 Locust Street 10 S. Dearborn Street

Harrisburg, PA 17101 47th Floor

pulp@palegalaid.net Chicago, Illinois 60603

Coalition for Affordable Utility Services david.fein@exeloncorp.com

and Energy Efficiency in Pennsylvania Counsel for Constellation Energy
Amy E. Hamilton Melanie J. Elatich

Director, Public Policy UGI Corporation

Exelon Generation Company 460 North Gulph Road

300 Exelon Way King of Prussia, PA 19406

Kennett Square, PA 19348 elatiechm@ugicorp.com
amy.hamilton@exeloncorp.com Counsel for UGI Energy Services, Inc.

Counsel for Exelon Generation Co., LLC
and Exelon Energy Company

DB1/78042928.1



Telemac N. Chryssikos

Washington Gas Energy Services, Inc

101 Constitution Avenue, N.-W., Room 319
Washington, D.C. 20080
tchryssikos@washgas.com

Counsel for Washington Gas Energy
Services, Inc.

Melanie Santiago-Mosier

Washington Gas Energy Services, Inc
13865 Sunrise Valley Drive, Suite 200
Herndon, VA 20171
mmosier@wges.com

Counsel for Washington Gas Energy
Services, Inc.

Jesse A. Dillon

PPL Services Corporation
Office of General Counsel
Two North Ninth Street
Allentown, PA 18106

jadillon@pplweb.com
Counsel for PPL Energy Plus, LLC

DB1/78042928.1

Thomas McCann Mullooly

Foley & Lardner LLP

777 East Wisconsin Avenue

Milwaukee, WI 53202
tmullooly@foley.com
sdzieminski@foley.com

Counsel for Exelon Generation Co., LLC
and Exelon Energy Company

Andrew S. Tubbs

Post & Schell, P.C.

17 North Second Street, 12th Floor
Harrisburg, PA 17101-1601

atubbs@postschell.com
Counsel for PPL Energy Plus, LLC

Richard Hahn

Douglas Smith

Dan Koehler

La Capra Associates

One Washington Mall, 9th Floor
Boston, MA 02108
rhahn@lacapra.com
dkoehler@lacapra.com
das@]lacapra.com




Brian Kalcic

Excel Consulting

Suite 702-T

225 S. Meramec Avenue
St. Louis, MO 63105

excel.consulting@sbeglobal .net

Date: March 5, 2014

DB1/78042928.1

Barbara Alexander
Consumer Affairs Consultant
83 Wedgewood Drive
Winthrop, ME 04364
barbalex@ctel.net

A

omulo L. Diaz, Jr.,Es re (No. No. 88795)
Anthony E. Gay, Esquire (Pa. No. 74624)
PECO Energy Company
2301 Market Street
P.O. Box 8699
Philadelphia, PA 19101-8699
Phone: 215.841.4635
Fax: 215.568.3389

E-mail: romulo.diaz@exeloncorp.com

Kenneth M. Kulak, Esquire (Pa. No. 75509)
Brooke E. McGlinn, Esquire (Pa. No. 204918)
Morgan, Lewis & Bockius LLP

1701 Market Street

Philadelphia, PA 19103-2921

Phone: 215.963.5234
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

PETITION OF PECO ENERGY :
COMPANY FOR APPROVAL TO : DOCKET NO. P-2014-
PROCURE TIER I ALTERNATIVE
ENERGY CREDITS THROUGH
INDEPENDENT BROKERS
PETITION

PECO Energy Company (“PECO” or the “Company”), pursuant to the Alternative
Energy Portfolio Standards Act 0f2004, 73 P.S. § 1648.1 et seq. (“AEPS Act” or the “Act”),
hereby petitions the Pennsylvania Public Utility Commission (the “Commission”) to:
(1) approve PECO’s use of independent, third-party brokers to procure all Tier II alternative
energy credits (“AECs”) necessary to satisfy PECO’s anticipated remaining Tier Il AEPS
requirements under the Company’s second default service program (“DSP II”);! and (2) confirm
PECO’s ability to recover all of its costs associated with such Tier II AEC procurements through
PECO’s existing Generation Supply Adjustment (“GSA™) rate. In addition, PECO requests that
the Commission grant a waiver, to the extent necessary, of any requirement to conduct an annual
request for proposals (“RFP”) process for AECs and certain broker transaction restrictions that
were approved in PECO AEPS III.2

The Company believes that expanded use of broker transactions for the procurement of
Tier II AECs is appropriate because broker transactions are more cost-effective for default

service customers than a competitive RFP in light of the market price of Tier II AECs and the

declining amount of Tier II AECs required under PECO’s existing default service procurement

L petition of PECO Energy Co. for Approval of its Default Serv. Program II, Docket No. P-2012-2283641 (Order
entered October 12, 2012) (“DSP II Order™).

2 petition of PECO Energy Co. for Approval to Procure Tier II Alt. Energy Credits and Additional Tier I and Solar
Alt. Energy Credits, Docket No. P-2010-2210975 (Order entered February 14, 2011) (“PECO AEPS III).



design. Under current market conditions, the cost of administering an RFP far exceeds both the
value of Tier II AECs that the Company estimates it will require for DSP II default service
supply and the estimated broker costs to procure those credits. To ensure competitive pricing for
any broker transaction, the Company is proposing to retain broker transaction requirements
already approved by the Commission regarding a minimum number of independent bids.

In support of this Petition, PECO states as follows:

I BACKGROUND

I. PECO is a corporation organized and existing under the laws of the
Commonwealth of Pennsylvania, with its principal corporate office in Philadelphia,
Pennsylvania. PECO provides electric delivery service to approximately 1.6 million customers

and natural gas delivery service to approximately 475,000 customers in Southeast Pennsylvania.

2. On November 30, 2004, Governor Edward G. Rendell signed the AEPS Act into
law. As ofits effective date on February 28, 2005, an alternative energy portfolio standard was
established in Pennsylvania. The AEPS Act requires a certain increasing percentage of
electricity sold to retail customers in Pennsylvania by electric distribution companies (“EDCs”)
and electric generation suppliers (“EGSs”) to be derived from alternative energy sources as
defined in the Act. An EDC’s compliance with this requirement is measured using AECs. An
AEC is equal to one megawatt-hour of qualified alternative energy generation, and may be
purchased, traded and owned separately from the underlying energy that generates the credit.

See generally 73 P.S. § 1648.3.

3. The AEPS Act has several components, including: (1) a timetable and associated
yearly percentage requirements which EDCs and EGSs must satisfy, as well as an exemption
period (the “Cost Recovery Period”) linked to an EDC’s transition (or stranded cost recovery)

2



period established under the Electricity Generation Customer Choice and Competition Act, 66
Pa. C.S. § 2801 et seq. (the “Competition Act”); (2) provisions under which EDCs may “bank”
AEC:s for future compliance; and (3) a provision which allows EDCs to fully recover all AEPS-
related costs for generation from alternative energy sources and/or AECs from their default
service customers pursuant to a Section 1307 surcharge, which is incorporated into PECQ’s

default service Price-to-Compare (“PTC”).

4. On July 17, 2007, Governor Rendell signed into law several amendments to the
AEPS Act (see 2007, July 17, P.L. 114, No. 35), and on September 25, 2008, the Commission
issued final regulations implementing the AEPS Act. See 52 Pa. Code §§ 75.61-75.70 (“AEPS
Regulations™). On October 15, 2008, Governor Rendell signed Act 129 (2008 Pa. Legis. Serv.
819) into law. Among other provisions, Act 129 amended the Competition Act to require EDCs
(as default service suppliers, after the end of their Cost Recovery Periods) to procure AECs

through competitive processes and a “prudent mix” of contracts. See 66 Pa. C.S. § 2807(e)(3.5).

S. Under the AEPS Act as amended, for retail default service generation sales
between June 1, 2013 and May 31, 2014, PECO will be required to procure AECs from Tier I
resources (e.g., wind, geothermal, biomass) equal to 4.5% of the electricity sold by PECO to
retail customers in Pennsylvania, including an amount of AECs from solar photovoltaic (“solar
PV?”) systems equal to 0.0840% of PECO’s default service retail sales. In addition, PECO will
be required to purchase AECs from Tier II resources equal to 6.2% of the electricity sold by
PECO to default service customers in Pennsylvania. These percentage requirements increase
until 2020, with the Tier I requirement increasing to 8%, the solar PV requirement, as a subset of

the Tier I requirement, increasing to 0.5%, and the Tier II requirement increasing to 10%.



6. On March 15, 2007, PECO submitted a Petition® for approval to voluntarily
procure up to 450,000 non-solar Tier I AECs for future AEPS compliance and to recover the
costs of that procurement and future AEC procurements pursuant to a Section 1307 surcharge
(the “AEPS Surcharge™). On December 26, 2007, the Commission entered an Order in PECO
AEPS I, approving PECO’s Petition with certain modifications. Subsequently, in March 2008
and January 2009, PECO conducted two procurements in compliance with the Commission’s
December 26, 2007 Order. The Commission approved the results of those procurements, and
PECO entered into several five-year contracts for a total annual delivery of 452,000 non-solar

Tier I AECs.

7. On March 3, 2009, PECO filed a Petition* seeking approval to procure 8,000 solar
photovoltaic AECs (“SAECs”) annually over ten years to satisfy a portion of PECO’s solar
requirements under the Act. PECO also sought to recover the costs of this solar procurement
pursuant to the AEPS Surcharge approved in PECO AEPS I. On August 28, 2009, the
Commission entered an Order in PECO AEPS I unanimously approving PECO’s Petition with
certain modifications. PECO conducted its first SAEC procurement during the fall and winter of
2009-2010 and entered into several ten-year contracts, after Commission approval, to procure

8,000 SAECs annually.

3 Petition of PECO Energy Co. for Approval of (1) A Process to Procure Alt. Energy Credits During the AEPS
Banking Period and (2) A Section 1307 Surcharge and Tariff to Recover AEPS Credits, Docket No. P-00072260
(Order entered December 26, 2007) (“PECO AEPS I).

4 Petition of PECO Energy Co. for Approval to Procure Solar Alt. Energy Credits, Docket No. P-2009-2094494
(Order entered August 28, 2009) (“PECO AEPS II”).



8. On June 2, 2009, the Commission entered an Order approving a comprehensive
settlement (the “Settlement”) of PECO’s first Default Service Program.’ As provided in the
Settlement, twenty-five percent (25%) of PECO’s residential load the PECO Share — would be
served through forward block energy contracts procured by PECO and balanced through the spot
energy markets administered by PJM Interconnection, L.L.C. See Settlement, § 18. The

settlement included a specific provision addressing AEPS procurements:

With respect to the PECO Share, PECO will satisfy the associated
AEPS obligations by applying AECs from its residential
customers’ share of AECs from PECO’s separate AEC
procurements and competitively procuring any additional AECs
required to meet the PECO Share’s AEPS requirements. PECO
will submit a separate petition to the Commission for approval of
its procedures for such separate AEC procurements. Such separate
procedures will also address purchases and sales of AECs should a
full requirements service supplier fail to deliver AECs or should a
situation arise in the future whereby PECO has excess AEC
inventory and is unable to apply the inventory to default service
obligations before the inventory would expire.

Settlement, 9 43. The Settlement also required PECO to include a 5-year, 50 megawatt (“MW?”)

block energy contract (expiring December 31, 2015) in the PECO Share. Settlement, q 18.

9. On November 17, 2010, in compliance with the Settlement and the DSP I Order,
PECO filed a Petition in PECO AEPS Il describing PECO’s proposed RFP process for the
annual procurement of AECs to serve the PECO Share, including a Form Alternative Energy
Credits Purchase and Sale Agreement (“Form AEC Agreement”) for use with any successful

supplier.

3 Petition of PECO Energy Co. for Approval of its Default Serv. Program and Rate Mitigation Plan, Docket No. P-
2008-2062739 (Order entered June 2, 2009) (“DSP I Order™).
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10.  The Petition also described PECO’s proposal for the purchase of additional AECs
PECO may require for AEPS compliance and sale of excess AECs PECO may possess through
independent third-party auctions and brokers experienced in the purchase and sale of AECs.
This alternate process, PECO explained, would be appropriate where annual procurements do not
obtain sufficient AECs for AEPS Act compliance or where the outstanding AEC requirements
are such that “an entire RFP process would not be cost-effective for default service customers.”

Petition § 21.

11.  As part of the alternate process, the Company proposed to establish price
thresholds based on publicly available price benchmarks and not engage in any transaction that
would exceed the applicable price threshold by more than 10%. If brokers are used, the
Company further proposed to seek bids from at least three brokers and require that any
participating broker certify that all bids offered are from different, independent parties. In
addition, for bids at or above $10,000, PECO proposed to require brokers to certify that the bids

are from parties who are not affiliates of PECO. Petition §22.

12.  PECO did not propose to submit prices for approval by the Commission before
participating in auctions or broker transactions. However, PECO indicated that it would provide
the Commission with the available price benchmarks, a summary of the procurement process,
and the results of any purchases or sales conducted within 10 days of the completion of any such
purchases or sales. PECO also agreed to post the transaction date and final prices and quantities

on PECO’s AEPS website, www.peco.com/AEPS. In addition, PECO stated that it would not

procure more than 10% of its projected outstanding AEC requirements for a Reporting Year

through auctions or brokers if more than 30 days remained between the time PECO becomes



aware of an AEC shortfall and the last day of that AEPS Reporting Year (i.e., May 31). Pctition

q 24.

13. On February 14, 2011, the Commission entered an Order in PECO AEPS 111
approving: (1) PECO’s proposed RFP process, subject to the addition of language setting forth
the geographic eligibility requirements for AECs; (2) the Form AEC Agreement as an affiliated
interest agreement pursuant to 66 Pa. C.S. § 2102, subject to the same geographic eligibility
addition; and (3) the Company’s proposal to purchase additional AECs through independent
third-party auctions and brokers. The Commission found that AEC procurement through
auctions or brokers, in combination with procurement of AECs pursuant to short-term and long-
term contracts, was consistent with the “prudent mix” of contracts required by 66 Pa. C.S. §

2807(e)(3.5). PECO AEPS Il Order, p. 14.

14.  OnJanuary 13, 2012, PECO filed a Petition® requesting that the Commission
approve its default service plan for the DSP II period. As part of that Petition, the Company
proposed to: (1) phase out the PECO Share; and (2) eliminate the AEPS Surcharge and
incorporate all of its AEPS compliance costs into a single cost recovery mechanism — the GSA.

The Commission approved both proposals in the DSP II Order.

III. PROCUREMENT OF NECESSARY TIER II AECS THROUGH BROKERS

15. In May 2011 and January 2012, PECO conducted two Tier II procurements in
compliance with the RFP process approved in PECO AEPS III. The Commission approved the
results of those procurements, and PECO entered into several contracts for a total delivery of

615,000 Tier II AECs. The Company incurred costs of approximately $23,000 per RFP for the

8 Petition of PECO Energy Co. for Approval of its Default Serv. Program II, Docket No. P-2012-2283641 (filed
January 12, 2012).



services of an RFP monitor. The average weighted price per Tier Il AEC for the January 2012

RFP was approximately $0.08.

16.  Based on prior broker transactions undertaken in accordance with PECO AEPS
111, the Company estimates that the cost of utilizing a broker in purchasing AECs would be

approximately 2% to 2.5% of the dollar value of each transaction.

17.  The Company currently estimates that it will require 213,000 Tier IT AECs for the

next three Reporting Years, broken down as follows:

e 2013-2014: 130,000
2014-2015: 70,000
e 2015-2016: 13,000
The sharp decline in requirements relates to the phase-out of the PECO Share. As PECO’s own
block purchases are phased out, default service customers are served increasingly by “full
requirements” wholesale suppliers, who must provide the AECs required to satisfy AEPS
requirements for the default service load they serve. Tier 11 AECs are required in the 2015-2016

Reporting Year only to satisfy AEPS requirements associated with the single 50 MW block

energy contract remaining in the PECO Share and expiring on December 31, 2015.

18. Based on its most recent Tier II AEC purchases in 2012, PECO estimates that the
current market price for Tier II AECs is $0.08/AEC. Therefore, the Company expects that the

total purchase cost for all 213,000 Tier 11 AECs will be $17,360.

19.  The Company believes that it is not cost-effective for default service customers to
incur an additional estimated $23,000 in RFP costs to obtain Tier 11 credits valued at only

$17,360. Obtaining the same number of credits from a broker, on the other hand, is expected to



cost approximately $434 in broker fees (i.c., 2.5% of $17,360, the projected cost of the Tier 11

AECs).

20.  For this reason, the Company is proposing to utilize the broker transaction process
approved by the Commission in PECO AEPS III for all of its anticipated Tier II AEPS
requirements for AEPS Reporting Years 2013-2014, 2014-2015 and 2015-2016 without

conducting any annual RFP procurement.

21.  The Company would retain key broker transaction safeguards to ensure
competitive prices, namely: (1) seeking bids from at least three brokers; and (2) requiring
brokers to certify that all bids offered are from different, independent parties. PECO would also
continue to provide the Commission with price benchmark information, a summary of the
procurement process, and the rcsults of any purchase conducted within 10 days of the purchase
as well as post the transaction date and final prices and quantities on PECO’s AEPS website,
www.peco.com/AEPS. In light of its experience to date, PECO does not propose to continue to
establish price thresholds based on publicly available benchmarks as the use of multiple brokers

and independent bid certifications ensure that PECO receives a market-based price.

22. To allow for this expanded use of cost-effective broker transactions, the Company
requests that the Commission waive the requirement that PECO procure no more than 10% of its

projected outstanding AEC requirements for a Reporting Year through auctions or brokers.

23.  Inaddition, to allow for greater competition in broker transactions, the Company
requests that the Commission waive the requirement that any bids at or above $10,000 be from
parties who are not affiliates of PECO. As noted earlier, the total purchase cost of all Tier II

AECs is projected to be $17,360, and the $10,000 limitation might foreclose competitive bids



from affiliates. Under no circumstances will the Company accept a bid at or above $20,000 from

an affiliate.

24.  The Company will also continue to utilize its Commission-approved Form AEC

Agreement with any successful bidder, including an affiliate.”

25.  The Company will maintain its “prudent mix” of AEC procurement contracts by
utilizing the Company’s proposed Tier II broker transactions and continuing to: (1) obtain Tier I
AECs (including SPAECs) and Tier II AECs pursuant to short-term full requirements contracts
with default service suppliers; (2) obtain Tier I AECs (including SPAECs) directly through
existing long-term contracts; and (3) obtain AECs pursuant to the auction and broker transactions

authorized in PECO AEPS 11, as necessary.

IV. COST RECOVERY

26.  The AEPS Act provides that all direct and indirect costs for alternative energy
and/or AECs purchased by an EDC for compliance with the AEPS Act are recoverable on “a full
and current basis pursuant to an automatic energy adjustment clause” under Section 1307, as a
cost of generation supply. 73 P.S. § 1648.3(a)(3); see also AEPS Regulations, § 75.67(d)

(providing for recovery of compliance costs).

27.  Inthe DSP II Order, the Commission approved PECO’s proposal to recover all of

its AEPS compliance costs through the GSA.

28.  PECO requests that the Commission confirm the Company’s ability to recover all
costs related to, and in compliance with, the broker process approved by the Commission in this

proceeding through the GSA. The costs of the Tier II AECs for the PECO Share will be

A copy of the Form AEC Agreement approved by the Commission in PECO AEPS 111 is attached as Exhibit 1.

10



collected in the same manner as other AEPS compliance costs for residential default service
customers. In addition, any other costs associated with the purchase of Tier II AECs necessary
for compliance (i.e., as part of any contingency procurements under DSP II) will be collected
from residential, commercial, and industrial default service customers consistent with PECO’s

existing tariff and the DSP II Order.
V. NOTICE

29.  PECO has served a copy of this Petition on all parties to its DSP II proceeding.

PECO will provide such additional notice as directed by the Commission.

VL. PROCEDURAL SCHEDULE

30. In PECO AEPS III, PECO served its petition on all parties to the DSP I
proceeding. Although the matter was initially assigned to the Office of Administrative Law

Judge, the matter was referred back to the Commission when no party contested the Petition.

31.  Inlight of this earlier non-opposition, the Company has shared this Petition with
all parties to the DSP II proceeding and has received no objections. Therefore, the Company
requests that this Petition be considered by the Commission without referral to the Office of
Administrative Law Judge for hearings and that the Commission approve this Petition no later
than the public meeting presently scheduled for May 22, 2014 to facilitate Tier II procurement

for the 2013-14 AEPS reporting year.
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VII. CONCLUSION

Based upon the foregoing, PECO respectfully requests that the Commission approve this

Petition and enter an order providing:

1. That PECO is permitted to procure all Tier II AECs necessary to satisfy PECO’s
anticipated Tier II AEPS requirements for AEPS Reporting Years 2013-2014, 2014-2015 and

2015-2016 through independent, third-party brokers as described herein;

2. That any requirement to conduct an annual RFP for AECs and the volume and the
affiliate restriction on broker transactions approved in PECO AEPS III are waived in light of

PECQ’s continuing restrictions on broker transactions; and

3. That PECO may continue to recover all of its costs associated with such Tier II

AEC procurements through the GSA in accordance with its existing tariff and the DSP II Order.

Respectfully submitted,

£

Romulo iaz, Jr. (P No. 88795)
Anthony E. Gay (P 0. 74624)
PECO Energy Company

2301 Market Street

P.O. Box 8699

Philadelphia, PA 19101-8699

Kenneth M. Kulak (Pa. No. 75509)
Brooke E. McGlinn (Pa. No. 204918)
Morgan, Lewis & Bockius LLP

1701 Market Street

Philadelphia, PA 19103-2921

Counsel for PECO Energy Company

Dated: March 5, 2014
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