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l. INTRODUCTION

PECO Energy Company (“PECO” or “the Company”) files this Reply Brief in response
to the Main Brief of NRG Energy, Inc. (“NRG”) regarding the single issue reserved for decision
in the Joint Petition for Partial Settlement (the “Joint Petition™) filed in this proceeding on
August 28, 2018. The settlement described in the Joint Petition (the “Settlement”) resolves all
issues in this case except for NRG’s proposal to reallocate over $100 million in distribution
system costs only to those PECO residential distribution service customers who receive default
service.!

As explained in PECO’s Main Brief, NRG’s proposal to allocate distribution system
costs only to residential distribution service customers who receive default service, and thereby
raise the price of default service by fifteen percent, is inconsistent with basic principles of utility
cost allocation. Mr. Chris Peterson, NRG’s witness, lacked both personal and specialized
knowledge to support the proposal and other opinions in his testimony, and he acknowledged
that he had not analyzed the effects of his own proposal.? The testimony of witnesses for both
the Company and the OCA clearly established that PECO properly allocates the costs of both
default service and distribution service to residential customers.

To a large extent, the principal reasons for rejecting NRG’s proposal were fully addressed
in the Company’s Main Brief and the Main Brief of the OCA and therefore this Reply Brief will

only revisit key areas of disagreement in the briefing by NRG. Consistent with the proposed

1 PECO Main Br., p. 3. Based on its Proposed Ordering Paragraphs included with its Main Brief, NRG appears to
have revised its proposal to now include a request to scale-back its proposed reallocation based upon the final
revenue requirement approved by the Commission in this proceeding. NRG did not present any testimony
explaining its scale-back proposal or how it could be implemented in light of NRG’s failure to allocate indirect
expenses to customer classes other than the residential class. See Office of Consumer Advocate (“OCA”) Main Br.,
p. 12.

2 PECO Main Br., pp. 5-6.



findings of fact, conclusions of law, and ordering paragraphs submitted by both PECO and the
OCA, the Pennsylvania Public Utility Commission (the “Commission”) should reject NRG’s
proposal and approve the Joint Petition without modification.

1. STATEMENT OF THE CASE

PECO incorporates the Statement of the Case as set forth in its Main Brief.

1.  SUMMARY OF THE ARGUMENT

NRG devotes large portions of its Main Brief to discussing the history of Pennsylvania’s
electricity markets and incorporating Mr. Peterson’s testimony regarding his cost allocation
methodology. However, NRG entirely fails to demonstrate that Mr. Peterson’s reallocation of
over $100 million in distribution system costs to residential distribution service customers
receiving default service is reasonable or consistent with Pennsylvania law or established utility
principles of cost causation.

NRG’s extensive recitation of Mr. Peterson’s non-utility experience provides no basis for
the Commission to conclude that Pennsylvania should be the first jurisdiction in the nation to
adopt Mr. Peterson’s allocation of indirect distribution system expenses to default service. Both
PECO and the OCA have demonstrated that Mr. Peterson’s use of default service revenues and
the number of residential distribution customers receiving default service are improper cost
allocators. Additionally, a 1997 Commission decision® regarding PECO’s restructuring does not
create a basis to consider default service as a separate “operating division” of PECO. NRG also
continues to ignore the testimony of Mr. Peterson himself conceding his lack of knowledge of

PECO’s programs and proposals, as well as his failure to conduct any “sensitivity analysis” of

3 Opinion and Order, Application of PECO Energy Company for Approval of its Restructuring Plan Under Section
2806 of the Public Utility Code and Joint Petition for Partial Settlement, Docket No. P-00971265 (Order entered
December 29, 1997) (the “1997 Restructuring Order”).



the effects of his proposal. The Commission should adopt the Settlement without the
modifications requested by NRG.

IV.  ARGUMENT

A. Overview Of NRG Proposal

PECO incorporates the Overview of NRG’s Proposal as set forth in its Main Brief.

B. PECO’s Provision Of Default Service And Applicable Law
1. Burden of Proof

PECO agrees with both the OCA and NRG that the Company has the burden of proof in
this proceeding under Section 315(a) of the Pennsylvania Public Utility Code. The statutory
burden of proof with respect to the reasonableness of a utility’s rates does not shift from the
public utility in a general rate proceeding. However, the Commission has made clear that “a
party proposing an adjustment to a ratemaking claim bears the burden of presenting some
evidence or analysis, during the reception of evidence in the proceeding, tending to demonstrate
the reasonableness of the adjustment.”

While NRG acknowledges this requirement, its statement that “Pennsylvania law requires
only that NRG show that PECO failed to meet its burden of proof”® misstates and minimizes
NRG’s own burden to demonstrate the reasonableness of the adjustments advocated by Mr.
Peterson. The Commission recently explained the allocations of both the burden of proof and the
burden of production among parties:

As the petitioner or moving party, Columbia has the burden of

proof in this proceeding pursuant to Section 332(a) of the Code.
66 Pa. C.S. § 332(a). To establish a sufficient case and satisfy the

4 Opinion and Order, Pa. P.U.C. v. Philadelphia Gas Works, Docket Nos. R-2017-2586783, et al. (Order entered
November 8, 2017), p. 12.

> NRG Main Br., p. 11.



burden of proof, Columbia must show, by a preponderance of the
evidence, that the relief sought is proper under the circumstances.
That is, Columbia’s evidence must be more convincing, by even

the smallest amount, than that presented by an opposing party. . . .

Upon the presentation by Columbia of evidence sufficient to
initially satisfy the burden of proof, the burden of going forward
with the evidence to rebut the evidence of Columbia shifts to the
opposing party. If the evidence presented by the opposing party is
of co-equal value or “weight,” the burden of proof has not been
satisfied. Columbia now has to provide some additional evidence
to rebut that of the opposing party. While the burden of going
forward with the evidence may shift back and forth during a
proceeding, the burden of proof never shifts. The burden of proof
always remains on the party seeking affirmative relief from the
Commission.®

NRG cannot prevail simply by asserting that PECO has failed to meet its burden of proof.
Because PECO (and the Joint Petitioners) presented evidence that clearly meets PECO’s burden,
NRG must demonstrate the reasonableness of the allocations recommended by Mr. Peterson.
Moreover, to the extent NRG’s proposal requires the Commission to determine particular facts
regarding the viability of Mr. Peterson’s proposed allocations, methodologies, and results, the
Commission’s decision “must be supported by substantial evidence in the record. More is
required than a mere trace of evidence or a suspicion of the existence of a fact sought to be
established.”” NRG’s failure to both establish the reasonableness of Mr. Peterson’s proposal and
provide substantial evidence to support the facts he relies upon® requires rejection of NRG’s

proposal.

& Opinion and Order, Petition of Columbia Gas of Pennsylvania, Inc. for Approval of its Long-Term Infrastructure
Improvement Plan; Petition of Columbia Gas of Pennsylvania, Inc. for Approval of a Distribution System
Improvement Charge, Docket Nos. P-2012-2338282 et al. (Order entered May 22, 2014), pp. 7-8 (emphasis in
original, internal citations omitted).

"1d., p. 8.

8 See, e.g., NRG Proposed Finding of Fact No. 13, (“PECO’s indirect expenses should be allocated in a way that
reflects the costs that would be incurred to operate a separate default service division.”).



2. PECOQO’s Default Service Obligations

In its Main Brief, PECO explained the regulatory framework that governs the provision
of default service to its distribution customers. As a Pennsylvania electric distribution company
(“EDC”), PECO serves as the default service provider to retail electric customers within its
service territory and provides electric generation service to those customers who do not select an
electric generation supplier (“EGS”) or who return to default service after being served by an
EGS that becomes unable or unwilling to serve them.® Every customer who receives default
service from PECO is a distribution service customer, and PECO provides electric distribution
service without regard to whether a customer also receives default service.X® As noted by the
OCA, PECO must stand ready to provide default service at all times to all of its distribution
service customers.!!

PECO also summarized the testimony of PECO witness Alan B. Cohn, who described
PECO’s default service procurement process and the recovery of default service costs in
accordance with plans reviewed and approved by the Commission.'> Mr. Cohn explained that
PECO enters into competitively procured default service contracts with wholesale suppliers that
provide “full requirements” service to meet the default service generation requirements of
distribution customers at all times.*® PECO recovers the costs of these contracts and all other
costs of default service through its generation supply adjustment charge (“GSA”) and

transmission service charge (“TSC”), which comprise PECO’s “Price-to-Compare” (“PTC”).14

% See PECO Main Br., p. 6.

10 See id.

11 See OCA Main Br., pp. 8-9.
12 PECO Main Br., pp. 6-9.
Bd..

14 PECO Main Br., p. 8.



More than 90% of the amounts collected from distribution customers under PECO’s PTC are
paid directly to default service generation wholesale suppliers. °

Payments to these wholesale suppliers are managed by PECO’s Energy Acquisition
(“EA”) team, whose responsibilities include matching each distribution customer’s load
responsibility to its generation provider (whether that is one of over 100 EGSs in PECQO’s service
territory or nine wholesale default suppliers).'® Because the work performed by the EA team
supports both shopping and non-shopping customers (who can always choose to shop at any
time), PECO includes the costs of the EA team in distribution rates and those costs are not
separately allocated to customers receiving default service or to EGSs for services provided to
those EGSs.?” As OCA also noted, PECO does not operate a separate “default service division”
or “business line,” and it is not permitted to profit from the provision of default service to
distribution customers.8

NRG’s discussion of PECO’s default service obligations in its Main Brief largely consists
of a discussion of various Commission orders relating to the restructuring of the electric industry
in Pennsylvania and the development of Pennsylvania’s retail electric market. NRG also
acknowledges that the Commission reviewed and approved PECQO’s distribution rates in 2010
and 2015, but in the midst of its summary NRG further asserts that “PECQO’s distribution rates

have not yet been fully unbundled.”*® Nothing in the Commission’s Orders support NRG’s

51d., p. 8.

% 1d., pp. 8-9.

71d., p. 9.

18 OCA Main Br., pp. 8-9; PECO Main Br., p. 8.
¥ NRG Main Br., p. 17.



contention that PECQO’s distribution and default service rates have yet to be unbundled, and NRG
provides no citation to support this claim.?

C. NRG Proposal To Reallocate Costs
1. Qualifications of Mr. Peterson

In its Main Brief, NRG tries to burnish Mr. Peterson’s credentials as an expert in this
utility rate case proceeding by reciting his non-utility accounting experience and emphasizing the
limited energy experience of others at his firm who worked on projects in which Mr. Peterson
was not involved.?* Lacking other material to establish Mr. Peterson’s own specialized
knowledge, NRG is reduced to proclaiming that his lack of utility experience does not diminish
his expertise because “nothing about being a public utility shields PECO from following widely
accepted accounting practices in the allocation of indirect costs to different functions of its
business” and asserting that he also sought advice from counsel on matters that were outside his
own expertise.?

NRG’s recitations regarding Mr. Peterson’s qualifications do not address his lack of
relevant experience. There is no dispute that Mr. Peterson has knowledge of cost allocation in
other industries, but that is not the legal requirement; he must have specialized knowledge of the

matter at issue which, in this case, involves utility rates, utility cost causation, and the provision

20 NRG does cite the Commission’s Final Order in the Retail Markets Investigation regarding the unbundling of
commodity costs and distribution rates issued on February 11, 2013. See NRG Main Br., p. 16; Final Order,
Investigation of Pennsylvania’s Retail Electricity Market: End State of Default Service, Docket No. 1-2011-2237952
(Order entered February 11, 2013). The Commission subsequently approved PECO’s distribution rates in 2015 as
well as two additional default service plans in 2014 and 2016. See Petition of PECO Energy Company for Approval
of its Default Service Program for the Period from June 1, 2017 through May 31, 2021, P-2016-2534980 (Order
entered December 8, 2016); Opinion and Order, Pennsylvania Public Utility Commission v. PECO Energy
Company, Docket No. R-2015-2468981 (Order entered December 17, 2015); Opinion and Order, Petition of PECO
Energy Company for Approval of its Default Service Program for the period from June 1, 2015 through May 31,
2017, Docket No. P-2014-2409362 (Order entered December 4, 2014).

2L NRG Main Br., pp. 20-27.
2d., pp. 21 & 26.



of default service.”® As PECO explained in its Main Brief, Mr. Peterson lacks any relevant
utility experience as well as both personal and specialized knowledge to support his opinions,
and his inability to provide any evidence that utilities allocate expenses as he has proposed
further undermines the application of his “widely accepted” theories to PECO.?* Mr. Peterson
may be comfortable wielding cost allocation analysis like a saw, but Pennsylvania law and the
Commission’s precedent require that he first have sufficient specialized knowledge of the utility
costs he wants to allocate.

NRG also offers a new argument in its Main Brief that Mr. Peterson’s testimony should
be given weight because he “did not hold himself out as an expert witness on all issues related to
the base rate proceeding.”?® Despite this admitted lack of expertise, NRG continues to rely on
Mr. Peterson’s testimony on a variety of ratemaking issues, including his assertion (which NRG
says is now only a “theory”) that PECO is motivated to allocate default service costs to
distribution customers because “the fact remains that PECO earns a rate of return on distribution
charges.”?” Instead of conceding that Mr. Peterson is wrong, NRG asserts that he is correct
because “less indirect costs allocated to distribution service means there would be less rate base”
and appears to advocate (for the first time in its Main Brief) that PECQO’s plant in service should

be reallocated to default service in accordance with Mr. Peterson’s theory.?® PECO simply does

23 See PECO Main Br., p. 10 (citing Manes v. PECO Energy Co., Docket No. C-20015803 (Order entered June 14,
2002)).

21d., pp. 10-12.

%5 NRG Main Br., p. 24.

2%1d., p. 26.

27 NRG Main Br., p. 26 n.52 & NRG St. 1-SR, p. 33.
2 NRG Main Br., p. 26 n.52.



not earn a return on expenses,?® and the Administrative Law Judges (“ALJs”) should give no
weight to Mr. Peterson’s testimony.

2. NRG’s Alternative Cost Allocation
a. Allocation Of Indirect Costs To Residential Default Service

Throughout its Main Brief, NRG repeatedly asserts that PECO’s allocation of such
expenses as employee salaries, common plant depreciation, information technology and other
costs to all distribution customers is “illogical” and contrary to “common sense” and “standard
business practice.”*® In NRG’s view, Mr. Peterson’s proposal to allocate more than half of
PECO’s indirect expenses of $196 million to distribution customers who receive default service
“more accurately reflects the costs that PECO incurs to support all of PECO’s residential
operations, both default service and distribution service.”®* Mr. Peterson determined the level of
default service-related expenses by using a combination of allocation methods based upon
default service revenues and the number of distribution customers receiving default service,
which he believes is consistent with “widely accepted” allocators of revenue and the number of
customers used to allocate costs among operating divisions of a business.*

PECO’s Main Brief, as well as OCA’s Main Brief, summarized the flaws in Mr.
Peterson’s methodology as described by PECO witness Alan B. Cohn and OCA witness
Clarence Johnson, including Mr. Peterson’s failure to determine whether the costs he proposed to

allocate were actually caused by any default service function.®® Reduced to its essence, NRG’s

2 PECO Main Br., p. 11.

%0 See, e.g., NRG Main Br., pp. 1, 2, 6, 9, 26 n.52 & 30.
31 NRG Main Br., p. 51.

32 See Id., pp. 51-62.

33 PECO Main Br., pp. 13-15; OCA Main Br., pp. 10-14.



Main Brief offers three main arguments in favor of the reasonableness of Mr. Peterson’s
proposals, and all lack merit.

First, NRG relies upon Mr. Peterson’s testimony that allocation of indirect costs is “not a
novel concept” and “[c]ompanies consistently allocate indirect expenses across business units
and cost centers.”** While the concept that companies may allocate indirect costs across cost
centers is not in dispute, NRG entirely failed to demonstrate that this concept has ever been
applied to utility default service. Mr. Peterson could not identify any utility in the United States
that operates default service as a “separate division,” nor any utility that allocates indirect
expenses as he has proposed.® Especially in light of Mr. Peterson’s lack of relevant utility
experience, there is no basis for the Commission to conclude that Mr. Peterson’s application of
these concepts in the context of utility ratemaking and PECQ’s operations is correct.®®

Second, NRG contends that it is unreasonable not to allocate over $100 million of
indirect expenses to residential distribution customers receiving default service in light of
PECO’s projected default service revenues in excess of $637 million and the provision of default
service to a projected 66 percent of residential distribution customers.®” But the basis for NRG’s

contention is Mr. Peterson’s unsupported and demonstrably incorrect claim that such costs are

34 See NRG Main Br., p. 31.
% PECO Main Br., p. 15.

3 In what appears to be an effort to salvage the credibility of Mr. Peterson by impugning that of Mr. Cohn, NRG
contends that PECO “perhaps” has not adopted Mr. Peterson’s allocation approach because Mr. Cohn has only
worked at PECO during his entire utility career of thirty-seven years. NRG Main Br., p. 28. There is nothing in the
record to suggest that PECO or Mr. Cohn — whose testimony has been accepted by this Commission, the Federal
Energy Regulatory Commission and the Maryland Public Service Commission in more than twenty-eight
proceedings over his thirty-seven years at PECO — are unfamiliar with the principles of cost allocation discussed by
Mr. Peterson and addressed by Mr. Cohn in his testimony. See PECO St. 9-R, pp. 1-2 & Exhibit ABC-1. NRG’s
contention here should be flatly rejected.

3" NRG Main Br., p. 1.
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necessary for default service — not any analysis of the costs PECO actually incurs.3® Mr.
Peterson developed his proposal before conducting any discovery in this proceeding, when he
could have investigated how PECO actually provides default service to distribution customers.3®
Subsequently, PECO provided substantial record evidence demonstrating that his proposed
allocations make no sense and clearly violate the principle of cost causation that must guide any
allocation of costs by a regulated public utility.*® And while PECO does not track the time spent
by EA team employees on default service, NRG provides no evidence to refute Mr. Cohn’s
testimony regarding the limited amount of work performed by PECO’s EA team in managing
payments that are made directly wholesale default service generation suppliers. Those payments
—which the OCA properly characterizes as a “pass through” expense — comprise virtually all of
PECO’s PTC revenues.*

Even if the ALJs were to conclude that some amount of indirect expense corresponding
to the limited amount of work performed by the EA group should be allocated to distribution
customers receiving default service, the allocators recommended by Mr. Peterson — default
service revenues and number of default service customers — are plainly inappropriate. As the
OCA explained, Mr. Peterson’s allocation is inconsistent with PECO’s cost of service study, and
the OCA agrees with Mr. Cohn’s testimony that NRG has not shown that the costs Mr. Peterson

proposes to allocate are caused by or even vary with his chosen allocators.*?

38 NRG Main Br., p. 47 (“Of the total indirect expenses that [Mr. Peterson] deemed necessary to reallocate, he
identified $101,951,549, which is currently allocated entirely to distribution service, and should be attributed to
default service. This represents approximately 51.5 percent of the total pool of indirect expenses.”) (emphasis
added).

39 See PECO Main Br., pp. 13-14.

40 PECO Main Br., pp. 13-15.

411d., pp. 8-9 & 14; OCA Main Br., p. 13.

42 PECO Main Br., p. 15; OCA Main Br., pp. 12-14.
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Third, NRG believes the Commission’s 1997 Restructuring Order requires PECO to
allocate indirect costs as if it operated a separate default service division.** But as both PECO
and the OCA explained in testimony and briefing, at the time of that decision, PECO owned and
operated generation plants and the Company’s generation business had twice the number of
employees as its distribution operations and had significant income on a standalone basis.** In
fact, the 1997 Restructuring Order makes clear that “references to generation [] mean that sector
of PECO’s operations related to the production of energy.”*

Although NRG contends that changes to PECQO’s business since restructuring are “of no
consequence,”*® PECO’s operations as default service provider today are clearly not analogous
to its prior operations related to the production of energy. Instead of employing thousands of
employees to operate and support generation plants, PECO now only solicits and manages the
contracts whereby wholesale suppliers provide default service supply to customers. In addition,
Pennsylvania law and the Commission’s regulations prescribe the manner in which PECO may
recover its default service costs.*” While the Commission has made clear that default service
costs are not to be included in distribution rates, this requirement does not mean that a
hypothetical company structure should be imposed for the purpose of allocating costs between

default service and distribution service.*® NRG’s claim that the cost allocation discussion in the

43 NRG Main Br., pp. 41-46. PECO notes that, although the 1997 Restructuring Order is a key component of Mr.
Peterson’s allocation recommendation, he relied on counsel to explain the Order. See OCA Main Br., p. 10, n.9;
NRG Main Br., p. 26.

4 PECO Main Br., p. 17; Tr. 443.

451997 Restructuring Order, p. 49 (emphasis added).
46 NRG Main Br., p. 44.

47 PECO Main Br., p. 8.

% See 52 Pa. Code § 54.187(e) & OCA St. 3R, p. 4.

12



1997 Restructuring Order is “as valid today as [it was] over twenty years ago”*° is simply wrong:
the Order does not relate to default service rates and should not now be applied to allocate
default service costs in light of the significant changes to PECO’s operations and the existence of
a statutory and regulatory framework for the recovery of default service costs.>

D. Effects Of NRG’s Proposal

NRG’s discussion of the effects of its proposal in its Main Brief simply summarizes Mr.
Peterson’s proposed rate adjustments and repeats his statements about how customers perceive
prices for generation supply, despite Mr. Peterson’s admission at hearings that he does not claim
any expertise in advertising.>! Notably, NRG also asserts that it is not proposing to deny PECO
recovery of the costs Mr. Peterson proposes to allocate to default service and that any change in
shopping levels “would likely occur over a lengthy period of time,”®? but NRG entirely ignores
both Mr. Peterson’s admission that he did not conduct any “sensitivity analysis” of the effects of
shopping on his proposal as well as the conclusions of Mr. Cohn and the OCA that his proposal
would result in PECO losing money as more customers shop.>

E. Additional Issues

Mr. Peterson’s Knowledge of PECO Programs and Proposals. In PECO’s Main Brief,
PECO demonstrated that Mr. Peterson was completely uninformed and had not read any

documents about various programs operated by PECO (such as the Standard Offer Program),

¥ NRG St. 1, p. 10.

50 Cf. OCA St. 3R, pp. 6-7 (explaining that pass through costs are not typically included in allocation of
administrative expense).

5L Tr. 497. NRG’s additional arguments regarding PECO’s energy efficiency programs are discussed in Section
IV.E infra.

%2 NRG Main Br., p. 58.
3 PECO Main Br., p. 19; OCA Main Br., p. 11.

13



which he nevertheless cited in his testimony.>* Despite Mr. Peterson’s lack of knowledge and
further admitted lack of expertise in consumer advertising and branding, NRG continues to rely
on his testimony to argue that PECO’s energy efficiency and conservation (“EE&C”) programs
“give PECO an opportunity to educate consumers about default service” and “unfairly promote
its brand name.” > The suggestion is that customers cannot distinguish between education and
marketing of EE&C programs and default service, and that some EE&C costs, therefore, must
support PECQO’s default service operations. For those programs that Mr. Peterson cited as having
a “direct impact” on the provision of default service and about which Mr. Peterson admitted he
had no working knowledge,>® NRG continues to recite Mr. Peterson’s testimony without any
additional, credible record evidence.>” These additional arguments and assertions by NRG are
entirely unsupported and merit no weight in this proceeding.

Negative Administrative Expense. NRG claims astonishment that PECO’s current PTC
reflects negative administrative and general (“A&G”) expenses, arguing that it would be
impossible for such a significant business enterprise to have a negative A&G expense.”® NRG’s
astonishment appears to be based on a misunderstanding of the actual components of PECQO’s
PTC and related Commission orders.

First, as shown in NRG Exhibit CP-20, A&G expense is just one of many subcategories

of “Administrative Cost” — and the total PTC Administrative Cost is positive. Second, the

5 PECO Main Br., pp. 11-12.

5 NRG Main Br., pp. 40 & 66; see also OCA St. 3R, p. 8 (concluding that Mr. Peterson’s opinion appears to be
speculation). The only example of EE&C advertising Mr. Peterson could cite in support of his belief encouraged
both shopping and non-shopping customers to save energy. See PECO St. 9-R, p. 19; Tr. 495.

% Tr. 487-88 & 494-94.
57 Compare NRG St. 1-SR, pp. 9-10 with NRG Main Br., pp. 39-40.
%8 See NRG Main Br., p. 36.
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negative A&G expense component is not evidence of improper cost allocation, but rather
evidence of a revenue credit to customers related to customer-funded investments in the Standard
Offer Program. As explained in the Company’s Tariff, the PTC’s Administrative Cost includes
costs incurred to implement retail market enhancements directed by the Commission that are not
recovered from EGSs or through another rate, and not only administrative costs associated with
wholesale supply contracts as NRG contends.>® Customers have paid for certain Standard Offer
Program costs through the Administrative Cost component of the PTC.%° When the Company
receives revenues from its Standard Offer Program vendor, it credits those revenues back to
customers through the PTC to offset Standard Offer Program costs.% This revenue credit to
customers is reflected in the negative A&G expense shown in NRG Exhibit CP-20.5

F. Summary

PECO’s Reply Brief is summarized in Section Ill.

%9 Compare NRG Main Br., p. 37 & Tariff Electric PA. P.U.C. No. 5, Second Revised Page No. 35.

60 See Petition of PECO Energy Company for Approval of its Default Service Program 11, Docket No. P-2012-
2283641 (Order entered June 13, 2013), pp. 9-10 (approving PECO’s proposal to recover any Standard Offer
Program costs remaining after the per customer acquisition fee paid by participating EGSs as follows: 50% from the
purchase of receivables (“POR™) discount and 50% from residential and small commercial default service
customers); see also Petition of PECO Energy Company for Approval of its Default Service Program for the period
from June 1, 2015 through May 31, 2017, Docket No. P-2014-2409362 (Order entered December 4, 2014), pp. 16-
19, 60 (approving continuation of the Standard Offer Program, including the cost recovery mechanisms approved by
the Commission in DSP I1); Petition of PECO Energy Company for Approval of its Default Service Program for the
Period from June 1, 2017 through May 31, 2021, Docket No. P-2016-2534980 (Order entered December 8, 2016),
pp. 18-20, 67 (approving continuation of the Standard Offer Program, including the cost recovery mechanisms
approved by the Commission in DSP 111).

81 petition of PECO Energy Company for Approval of its Default Service Program for the period from June 1, 2015
through May 31, 2017, Docket No. P-2014-2409362 (Order entered December 4, 2014) (approving settlement
provision requiring that any fees received from any Standard Offer Program third-party servicer under contract to
PECO be used to reduce the implementation costs of certain call script changes prior to reducing other Standard
Offer Program implementation or operating costs).

62 As PECO explained in its Main Brief, the Commission also regularly audits PECO’s PTC. See PECO Main Br.,
p. 8. Mr. Peterson was unaware of the Commission audits, despite the Commission’s release of audit reports to the
public. Tr. 506; see, e.g., Secretarial Letter, Generation Supply Adjustment Audit for the Twelve Month Periods
Ended December 31, 2014, December 31, 2013, and December 31, 2012, Docket No. D-2015-2521461 (Letter
issued March 16, 2017) (noting Commission approval for release of audit to the public).
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V. CONCLUSION

For the reasons set forth above and in PECO’s Main Brief, the Commission should reject
NRG’s proposal to reallocate distribution system costs as presented by Mr. Peterson and adopt

the Joint Petition.
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