August 30, 2016

Ms. Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Subject:  Tariff Electric - Universal Service Fund Charge — Section 1307 Mechanism
Preliminary Reconciliation for 2016
Docket No. R-2010-2161575, M-2012-2290911 & R-2015-2468981.

Dear Ms. Chiavetta:

Enclosed for filing with the Commission is PECO'’s preliminary reconciliation of the
Electric Universal Service Fund Charge (“USFC”) for 2016. This filing is made in
accordance with the USFC provisions of Paragraph 33 and 34 of the Joint Petition
for Full Settlement (R-00973953) as modified by Paragraph 35 of the PECO-Unicom
Merger Settlement (Docket No. A-1 10550F0147) with the Commission’s Order at
Docket No’s. R-00038535 & C-20031543 and consistent with the settlement in
PECO’s base rate case at Docket No. R-2010-2161575 & R-2015-2468981.

In addition, in accordance with paragraphs A.2, C.1 and C.2 of the settlement at
Docket No. M-2012-2290911, the USFC includes the following items:

1. The 2017 projected costs include for one year a phase-out benefit of $50 per
qualified CAP customers

2. For a period of three years beginning October 2017, PECO will commit $1.7Min
additional funds to incremental LIURP and De facto heating. This filing includes
projected spend and start-up costs for the incremental LIURP and De factor heating
for October through December 2017 in the amount of $596,496.

Finally, included in this filing and in accordance with Appendix C paragraph 1.3 of
the settlement at Docket No. R-2015-2468981 is the correction factor for the In-
Program Arrearage Forgiveness program. In the 2017 USFC Rate, the correction
factor is doubled, providing a retrospective credit for 2016 and a prospective credit for
2017.
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This filing includes actual data through July 20186, supports a total USFC rate of
$0.00024/kWh that would be added to the variable distribution charges contained in
Rate R and RH. For a typical residential customer using 700 kWh per month, the
new USFC rate will result in a $0.24 increase (or 0.22%) to the monthly bill.

This filing includes the following Exhibits:

Exhibit 1 — Proposed USFC Tariff Sheets indicating the rate for 2017
Exhibit 2 — USFC Calculation
Exhibit 3 — Rate R Bill Comparison

Thank you for your assistance in this matter and please direct any questions
regarding the above to Richard Schlesinger, Manager, Retail Rates (215) 841-5771.

Sincerely,

Al

Richard G. Webster, Jr.
Vice President
Regulatory Policy & Strategy

w/enclosures

cc: C. Walker-Davis, Esquire, Director - Office of Special Assistants
P. T. Diskin, Director — Bureau of Technical Utility Services
D. P. Hosler, Director — Bureau of Audits
R. A. Kanaskie, Director, Bureau of Investigation & Enforcement
Office of Consumer Advocate
McNees, Wallace & Nurick
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Supplement No, XX tq,
Tariff Electric Pa. P.U.C. No. 5

XXXX Revised Page No. 38
PECO Eneray Company bS]

Variable Distribution Service Charge rates for electric service in Residential Rate Schedule R and RH of this Tariff

shall include a charag,$0.00024, per kWh for recovery of Universal Service Fund Cost (USFC), calculated in the manner set
forth below pursuant to Section 2804 (8) of the Competition Act. The USFC rate for electric service shall be increased or
decreased annually, to reflect changes in the level of Universal Service Fund costs, net of base rate recoveriss, in

the manner described below:

COMPUTATION OF USFC.
The USFC per kWh ($0.0000), shall be computed.jn accordance with the formula set forth below:
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The USFC, so computed, shall be included in distribution rates charged to Customers for service pursuant to the rate
schedules identified above. The amount of USFC, per kWh, will vary, if appropriate, based upon annual filings by the
Company.

In computing the USFC, per kWh, pursuant to the formula above, the following definitions shall apply:

Reconcilable Customer Assistance Program (CAP) Costs — The difference between discounts provided to CAP customers

(CAP revenue shortfalls) recovered through base rates and total CAP discounts, net of a 27% offset factor.
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Each overcollection or undercollection statement shall also provide for refund or recovery of amounts necessary to adjust for
overrecovery or underrecovery of "E" factor amounts under the previous USFC.

I - Interest on any over or under recovery balance. Interest shall be computed monthly at a 6% annual simple interest rate
from the month that the overcollection or undercollection occurs to the mid-point of the recovery period.
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Supplement No. XX to
Tariff Electric Pa. P.U.C. No. 5
XXXX Revised Page No. 38

PECO Energy Company Supersedes XXXX Page No. 38

PROVISI F ERY OF UNIV AL SERVICE FUND CHARGE F
Variable Distribution Service Charge rates for electric service in Residential Rate Schedule R and RH of this Tariff
shall include a charge $0.00024 per kWh for recovery of Universal Service Fund Cost (USFC), calculated in the manner set (0]
forth below pursuant to Section 2804 (8) of the Competition Act. The USFG rate for electric service shall be increased or
decreased annually, to reflect changes in the level of Universal Service Fund costs, net of base rate recoveries, in
the manner described below:

COMPUTATION OF USFC.
The USFC per kWh ($0.0000), shall be computed in accordance with the formula set forth below: (C)
(C+L-E-) + F ©
USFC= (S)

The USFC, so computed, shall be included in distribution rates charged to Customers for service pursuant to the rate
schedules identified above. The amount of USFC, per kWh, will vary, if appropriate, based upon annual filings by the
Company.

In computing the USFC, per kWh, pursuant to the formula above, the following definitions shall apply:

Reconcilable Customer Assistance Program (CAP) Costs — The difference between discounts provided to CAP customers
(CAP revenue shortfalls) recovered through base rates and total CAP discounts, net of a 27% offset factor.

USFC - Universal Service Fund Charge to be included in the rate for each kWh of Variable Distribution Service Charge
calculated under Rate Schedules R and R-H to recover Reconcilable CAP Costs plus certain LIURP related expenditures.

C - Cost in dollars of the Reconcilable CAP Costs for the projected period. 2017 projected costs include the one year Phase- (C)
out benefit of $50 per qualified CAP customer. This is the result of the settlement at Docket No M-2012-2290911 which focuses on
the new CAP Fixed Credit Option (“FCO”) which will begin in October 2016.

L - Incremental LIURP related expenditures not included in base rates. 2017 projected costs include the incremental LIURP (C)
and De-facto heating audit spend beginning in October 2017 which is the result of the settlement at Docket No M-2012-2290911.
This additional audit spend will occur for a three year period from October 2017 through September 2020.

E - the net (overcollection) or undercollection of Universal Service Fund Charges. The net overcollection or undercollection
shall be determined for the most recent period, beginning with the month following the last month which was included in the
previous overcollection or undercollection calculation reflected in rates. Included in the “E” factor will be Reconcilable CAP
Costs, and LIURP related expenditures.

Each overcollection or undercollection statement shall also provide for refund or recovery of amounts necessary to adjust for
overrecovery or underrecovery of "E" factor amounts under the previous USFC.

I - Interest on any over or under recovery balance. Interest shall be computed monthly at a 6% annual simple interest rate
from the month that the overcollection or undercollection occurs to the mid-point of the recovery period.

F- Correction Factor of the In-Program Arrearage Forgiveness Program which was the result of the settlement at Appendix C

of Docket No R-2015-2468981. This Correction Factor adjusts the $2M recovery included in base rates. The $2M was based upon
the estimated Accounts Receivable balance (“A/R") of CAP customers at the time of the settlement. The Correction Factor adjusts
the $2M recovery to the final ending balance of the A/R at the time of conversion to the new CAP/FCO program. In the 2017 Rate,
the Correction Factor will be double providing a retrospective credit for 2016 and a prospective credit for 2017. In 2018, the
correction factor will return to an annual amount. The Correction Factor will be used for the period of 2016 through 2021.

S - projected kWh of electric service to be billed under Rate R and Rate RH (exclusive of CAP Rider) during the projected
period when rates will be in effect.

FILING WITH PENNSYLVANIA PUBLIC UTILITY COMMISSION; AUDIT; RECONCILIATION.

The Company’s annual USFC filing and its annual reconciliation statement shall be submitted to the Commission 120 days
prior to new rates being effective January 1 of each year, or at such time as the Commission may prescribe. The USFC
mechanism is subject to annual audit review by the Bureau of Audits.

(C) Denotes Change
(1) Denotes Increase

Issued August 30, 2016 Effective XXXX
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