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__________ 

ERRATA 
__________ 

On March 3, 2021, PECO Energy Company (“PECO” or the “Company”) filed its Main 

Brief in the referenced matter.  Upon review of the as-filed document, PECO discovered errors 

on pages 5, 28, 31, 110-111 and in Paragraphs 61 and 240 to 242 of Appendix B.  Accordingly, 

PECO submits the following errata with replacement pages (included as Attachment A) that 

incorporate the corrections: 

Reads Should Read 

Page 5, line 16  . . . the OCA does not believe 
that PECO will add any plant in 
service during the FPFTY . . . 

. . . the OCA does not believe 
that PECO will add any 
incremental plant in service 
during the FPFTY. . . 

Page 28, lines 2-3 As shown in Appendix A, the 
Company’s pro forma O&M 
expenses, at present rate levels, 
equal $243,222,615 for the 
FPFTY. 

As shown in Appendix A, the 
Company’s pro forma O&M 
expenses, at present rate levels, 
equal $466,638,912 for the 
FPFTY. 

Page 31, line 17; 
Appendix B, paragraph 
62, line 2 

. . . an approximately 3.8% 
increase . . .  

. . . an approximately 3.9% 
decrease . . . 
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Reads Should Read 

Page 31, line 19; 
Appendix B, paragraph 
62, lines 4-5 

. . . the Company’s increase in 
contracting and materials 
expense in the FTY and FPFTY 
. . .  

. . . the Company’s increase over 
HTY booked amounts budgeted 
for the FTY and FPFTY . . .  

Page 110, line 9; 
Appendix B, paragraph 
240, lines 2-3, and 
paragraph 242, lines 1-2 

. . . customers above and below 
annual volumes of 18 mmcf . . . 

. . .  customers with annual gas 
consumption capability of at 
least 18 mmcf and annual gas 
consumption capability of less 
than 18 mmcf . . . 

Page 110, lines 13-14; 
Appendix B, paragraph 
240, lines 3-4 

. . . recommended creating 
separate “large” (at least 18 
mmcf annual gas consumption 
capability) and “small” (less than 
18 mmcf annual gas 
consumption capability) rate 
schedules . . . 

. . . recommended creating 
separate “large” (over 18 mmcf 
per month) and “small” (18 
mmcf and under per month) rate 
schedules . . .  

Page 110, line 17; 
Appendix B, paragraph 
240, line 7 

. . . volumetric charges for 
usage above and below the 
18,000 mmcf per month break 
point . . .  

. . . volumetric charges for 
annual gas consumption 
capability of at least 18,000 
mmcf and less than 18 mmcf. . .  

Page 110, lines 19-20 . . customer with usage above 
and below 18,000 mmcf per 
month . . . 

. . . customers with annual gas 
consumption capability below 18 
mmcf and at least 18 mmcf. . . 
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Reads Should Read 

Page 111, lines 2-3; 
Appendix B, paragraph 
241, line 2 

. . . volumetric charges for 
usage above 18 mmcf and 18 
mmcf and below . . .  

. . . volumetric charges for 
annual gas consumption 
capability of 18 mmcf and above 
and below 18 mmcf . . . 

    Respectfully submitted, 

Anthony E. Gay (Pa. No. 74624) 
Jack R. Garfinkle (Pa. No. 81892) 
Brandon J. Pierce (Pa. No. 307665) 
PECO Energy Company 
2301 Market Street 
Philadelphia, PA  19103-8699 
215.841.4220 (bus) 
215.568.3389 (fax) 
anthony.gay@exeloncorp.com
jack.garfinkle@exeloncorp.com
brandon.pierce@exeloncorp.com

Kenneth M. Kulak (Pa. No. 75509) 
Catherine G. Vasudevan (Pa. No. 210254) 
Brooke E. McGlinn (Pa. No. 204918) 
Mark A. Lazaroff (Pa. No. 315407) 
Morgan, Lewis & Bockius LLP 
1701 Market Street 
Philadelphia, PA  19103-2921 
215.963.5384 (bus) 
215.963.5001 (fax) 
ken.kulak@morganlewis.com
catherine.vasudevan@morganlewis.com 
brooke.mcglinn@morganlewis.com 
mark.lazaroff@morganlewis.com

Dated:  March 11, 2021 Counsel for PECO Energy Company
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bills), but had the effect of depriving PECO of tens of millions of dollars of additional revenue.  

While the OCA and CAUSE-PA recommend that the Commission now deny PECO any rate 

increase due to the COVID-19 pandemic, the Commission has made clear in recent decisions 

(including in Columbia Gas and in rate case proceedings initiated by Pennsylvania-American 

Water Company)6 that “the continued use of traditional ratemaking methodologies during this 

pandemic is consistent with the setting of just and reasonable rates and the constitutional 

standards established in Bluefield and Hope Natural Gas, and the pandemic does not change the 

continued application of these standards.”7   

After first addressing the no-increase arguments of the OCA and CAUSE-PA, the 

Company addresses all of the revenue requirement adjustments, program changes, and rate 

design issues raised by the parties.  Where possible, the Company has adopted recommendations 

of several parties, particularly in the area of rate design.  In other areas, the Company has fully 

explained the bases and justifications for its claims and programs.  The major issues addressed in 

Sections IV through X are summarized below. 

Rate Base.  The OCA proposes a $271 million rate base reduction on the grounds that 

the OCA does not believe that PECO will add any incremental plant in service during the FPFTY 

based on OCA witness Morgan’s review of PECO data and concerns with respect to construction 

delays associated with the COVID-19 pandemic.  The evidence demonstrates that Mr. Morgan’s 

concerns are misplaced, and that there is no basis to conclude that the Company’s projected plant 

additions for the FPFTY will not be achieved despite the effects of the pandemic.  I&E’s 

proposed reduction based on the timing for completion of the Company’s “Natural Gas 

 
6 Pennsylvania-American Water Co. v. Pa. P.U.C., Docket Nos. R-2020-3019369 and R-2020-3019371 (Opinion 
and Order entered Feb. 25, 2021) (“PAWC”). 
7 Columbia Gas, p. 51 (citing Bluefield Waterworks and Imp. Co. v. P.S.C. of West Virginia, 262 U.S. 679 (1923) 
(“Bluefield”) and Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944) (“Hope”)). 
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VI. EXPENSES 

As shown in Appendix A, the Company’s pro forma O&M expenses, at present rate 

levels, equal $466,638,912 for the FPFTY.  The reasonableness of all expense claims has been 

demonstrated through extensive documentation provided in PECO’s supporting data and through 

detailed explanations of all adjustments by Mr. Bradley, Mr. Stefani and Mr. Trzaska (PECO Sts. 

1, 2, 2-R, 3 and 3-R).  The discussion below addresses only those expense claims that the parties 

to this case have contested through testimony or exhibits. 

A. Payroll and Payroll-Related Expense 

PECO’s requested payroll allowance for the FPFTY of $42,209,000 was presented by 

Mr. Trzaska.  This figure was developed based upon PECO’s authorized and budgeted employee 

complement for the FPFTY of 639 full-time equivalent (“FTE”) positions.  PECO also 

annualized budgeted payroll expenses to reflect wage increases to be granted during the FPFTY.  

For union and non-union employees, the Company projected 2.5% increases to become effective 

on January 1, 2022 and March 1, 2022, respectively.  Finally, the Company adjusted its FPFTY 

budgeted data to normalize a one-time cash payment to union employees made in connection 

with the ratification of PECO’s current collective bargaining agreements.  See PECO St. 3, pp. 

34-35; PECO Ex. MJT-1 Revised, Sch. D-6. 

OCA witness Morgan and I&E witness Patel each proposed adjustments to reduce 

PECO’s claim for payroll expense.  As explained below, those proposed adjustments should be 

rejected. 

1. The OCA’s Proposed Adjustments 

Mr. Morgan proposed two adjustments that, in aggregate, would reduce PECO’s payroll 

expense claim by $2.477 million.  His first adjustment was designed to set the employee 

complement at the actual level as of September 30, 2020 because, in Mr. Morgan’s view, the 
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Moreover, Mr. Patel improperly applied his calculated vacancy rate to a total of 639 

employees, which consists of the 602 actual employees as of the end of the HTY and the 37 

employees that PECO will hire over the FTY and the FPFTY.  The fundamental error in Mr. 

Patel’s calculation is that the figure of 602 represents the actual filled positions for the HTY and 

does not include any budgeted “vacant” positions.  Therefore, there is no basis for adjusting that 

figure by a “vacancy” rate.  As Mr. Stefani explained, if Mr. Patel’s proposed vacancy rate were 

only applied to the 37 employees that PECO will add by the end of the FPFTY, the Company’s 

payroll-related expense claim would be reduced by $46,200 instead of the $858,715 claimed by 

Mr. Patel.  PECO St. No. 2-R, pp. 10-11. 

3. Employee Benefits Expense and Payroll Taxes 

Messrs. Morgan and Patel have recommended adjustments to PECO’s employee benefits 

expense and payroll taxes.  See OCA St. 2, pp. 25-26, 42 and Schs. LKM-12 and LKM-29; I&E 

St. 1, pp. 16-18.  These adjustments, however, are concomitant to their proposed adjustments to 

payroll expense and, therefore, should be rejected for the reasons previously discussed. 

B. Contracting And Materials Expense 

The Company is seeking recovery of contracting and materials expense of $42,955,000 in 

the FPFTY.  This is an approximately 3.9% decrease over the Company’s projected FTY 

contracting and materials expense of $44,651,000.  Three initiatives are the principal drivers in 

the Company’s increase over HTY booked amounts budgeted for the FTY and FPFTY: 

(1) PECO is enhancing its mapping system to improve the Company’s ability to locate and track 

gas distribution facilities and the Company is increasing its investment in its gas mapping project 

in the FTY; (2) the Company anticipates incremental contracting and materials expense related 

to PECO’s planned activities to reduce its non-emergent leak backlog; and (3) PECO will be 

required to incur additional security expenses in the FTY for crews working in high-crime areas.  
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directly-assigned meters, as it did for the Rate TS-F total through-out volumes.58  The Company 

agreed that the design day demand should have been reduced by the demand relating to one 

customer served with directly-assigned meters and made that change in the revised COSS submitted 

with Ms. Ding’s Rebuttal Testimony.  The impact on the resulting allocation factors used in the 

revised COSS was not material, as shown by the data provided in Table 3 of PECO Statement No. 6-

R at page 23. 

Rates TS-F and TS-I Annual Volumes Rate Differential.  Mr. Knecht contended that the 

Rates TS-F and TS-I have an unacceptably large differential in the volumetric charges for customers 

with annual gas consumption capability of at least 18 mmcf and annual gas consumption capability 

of less than 18 mmcf.  Mr. Knecht observed that these rate classes represent a “not-insignificant 

amount” of base rate revenues (approximately 7%) and contended that there was not apparent cost 

allocation justification for the rate differential.  Mr. Knecht made two recommendations for 

addressing his concerns.  From a customer classification standpoint, he recommended creating 

separate “large” (at least 18 mmcf annual gas consumption capability) and “small” (less than 18 

mmcf annual gas consumption capability) rate schedules for customer currently on Rates TS-F and 

TS-I.  This would produce separate rate classes that would have to be separately analyzed as such in 

PECO’s COSS.  Alternatively, Mr. Knecht recommended narrowing the differential in the volumetric 

charges for annual gas consumption capability of at least 18,000 mmcf and less than 18 mmcf 

reflected in the existing Rate Schedule TS-F and TS-I.   

PECO strongly opposed creating separate rate classification for customers with annual gas 

consumption capability below 18 mmcf and at least 18 mmcf.  As Ms. Ding explained, a number of 

factors other than usage alone must be considered in establishing separate rate classifications.  PECO 

St. 6-R, pp. 23-24.  A proper consideration of all of those factors does not support the creation of the 

 
58 OSBA St. 1, p. 27. 
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separate, usage-based classifications Mr. Knecht recommended.  However, PECO did accept Mr. 

Knecht’s alternative recommendation to narrow the differential in the volumetric charges for 

annual gas consumption capability of 18 mmcf and above and below 18 mmcf and reflected 

those changes in the rate design for Rates TS-F and TS-I proposed in the Rebuttal Testimony of 

PECO witness Bisti (PECO St. 7-R, pp. 15-16 and PECO Ex. JAB-4 Revised (Corrected)).   

Interruptible Rate Classes – MV-I, IS and TCS.  In his Direct Testimony, Mr. Knecht 

contended that customers served under interruptible Rates MV-I, IS and TCS do not offer any 

material distribution service benefits because, for Rate MV-I, there has been no interruption for 

at least five years and the Rate TCS class has been interrupted only once in the past five years. 

Mr. Knecht also contended that Rate IS service is interruptible for gas supply reasons, not 

because it produces distribution system benefits. For these reasons, Mr. Knecht’s cost-of-service 

study assigned design day demands, and associated demand costs, to the MV-I, IS, and TCS rate 

classes. 

PECO opposed Mr. Knecht’s proposal because he fundamentally misunderstood the 

benefits of the ability to interrupt these customers if a design day peak were to be reached on 

PECO’s system.  PECO’s system is designed to operate at a design day without these customers 

being on-line (i.e., PECO doesn’t incur the costs to size its system to meet the demands of these 

customers at the time of a design day peak).  Assigning peak day demands to these classes, 

therefore, imposes costs on these customers for a level of service they will not receive and do not 

expect to receive.  In his Surrebuttal Testimony, Mr. Knecht, while not necessarily agreeing with 

PECO’s explanation of the theoretically basis for its COSS approach, agreed that these classes 

should not be assigned demand costs.59 

 
59 OSBA St. 1-S, p. 10. 
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Mechanics School in March 2020 due to the pandemic, and the training program has already 

been rescheduled for September 2021.  Id. 

58. Mr. Patel’s proposed adjustment improperly applied his calculated vacancy rate to 

a total of 639 employees, which consists of the 602 actual employees as of the end of the HTY 

and the 37 employees that PECO will hire over the FTY and the FPFTY.  The 602 HTY 

employees represents the actual filled positions as of June 30, 2020 and does not include any 

budgeted “vacant” positions.  PECO St. 2-R, pp. 10-11. 

59. If Mr. Patel’s proposed vacancy rate were only applied to the 37 employees that 

PECO will add by the end of the FPFTY, the Company’s payroll-related expense claim would be 

reduced by $46,200 instead of the $858,715 claimed by Mr. Patel.  Id. 

60. The Company’s proposal to normalize costs related to the union contract 

ratification bonus that PECO incurs each time it negotiates new union over the average length of 

those agreements (i.e., six years) is reasonable and appropriate.  PECO St. 3-R, pp. 21-22.   

61. Apart from the OCA/I&E concomitant adjustments, no party disputes PECO’s 

claims for employee benefits and payroll taxes or the manner in which they were calculated. 

B. Contracting And Materials Expense 

62. The Company is seeking recovery of contracting and materials expense of 

$42,955,000 in the FPFTY.  This is an approximately 3.9% decrease over the Company’s 

projected FTY contracting and materials expense of $44,651,000.  Three initiatives are the 

principal drivers in the Company’s increase over HTY booked amounts budgeted for the FTY 

and FPFTY: (1) PECO is enhancing its mapping system to improve the Company’s ability to 

locate and track gas distribution facilities and the Company is increasing its investment in its gas 

mapping project in the FTY; (2) the Company anticipates incremental contracting and materials 

expense related to PECO’s planned activities to reduce its non-emergent leak backlog; and 
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demands for “pure” Rate L customers (i.e., those that do not use Rate L for Standby Sales 

Service). Second, Mr. Knecht takes issue with the long-standing Commission-approved 

relationship between Rate L and Rate TS-F for transportation customers served on Rate TS-F 

that voluntarily elect to obtain Standby Sales Service from PECO. OSBA St. 1, pp. 26-27. 

238. Mr. Knecht’s proposal blurs the distinction between sales service and 

transportation service.  Moreover, customers have expressed their preference to continue the 

existing relationship between Rate L as Standby Sales Service and Rate TS-F transportation 

service by electing to receive Standby Sales Service. PECO St. 6-R, pp. 21-22. Mr. Knecht’s 

recommendation should, therefore, be rejected.  

239. Mr. Knecht claims that the Company obtained the design day demand of 68,000 

mcf/day for Rate TS-F from its Purchased Gas Cost filing and noted that it does not appear the 

Company adjusted that figure to remove demands related to customers served by directly-

assigned meters, as it did for the Rate TS-F total through-out volumes.  The Company agreed 

that the design day demand should have been reduced by demand relating to one customer 

served with directly-assigned meters and made that change in the revised COSS submitted with 

Ms. Ding’s Rebuttal Testimony.  

240. Mr. Knecht argued that the Rates TS-F and TS-I have an unacceptably large 

differential in the volumetric charges for customers with annual gas consumption capability of at 

least 18 mmcf and annual gas consumption capability of less than 18 mmcf.  Mr. Knecht 

recommended creating separate “large” (at least 18 mmcf annual gas consumption capability) 

and “small” (less than 18 mmcf annual gas consumption capability) rate schedules for customer 

currently on Rates TS-F and TS-I.  This would produce separate rate classes that would have to 

be separately analyzed as such in PECO’s COSS.  Alternatively, Mr. Knecht recommended 
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narrowing the differential in the volumetric charges for annual gas consumption capability of at 

least 18,000 mmcf and less than 18 mmcf reflected in the existing Rate Schedule TS-F and TS-I.   

241. PECO accepted Mr. Knecht’s recommendation to narrow the differential in the 

volumetric charges for annual gas consumption capability of 18 mmcf and above and below 18 

mmcf and reflected those changes in the rate design for Rates TS-F and TS-I proposed in the 

Rebuttal Testimony of PECO witness Bisti.  PECO St. 7-R, pp. 15-16; PECO Ex. JAB-4 Revised 

(Corrected).   

242. Mr. Knecht’s proposal to create separate rate classification for customers with 

annual gas consumption capability of at least 18 mmcf and annual gas consumption capability of 

less than 18 mmcf per month is misguided because other factors, beyond usage alone, should be 

considered in establishing separate rate classifications.  PECO St. 6-R, pp. 23-24.  Therefore, Mr. 

Knecht’s separate, usage-based classification should be rejected. 

243. Mr. Knecht argues that customers served under interruptible Rates MV-I, IS and 

TCS do not offer any material distribution service benefits.  Mr. Knecht therefore assigned 

design day demands, and associated demand costs, to the MV-I, IS, and TCS rate classes, in his 

alternative cost-of-service study.  

244. Mr. Knecht’s proposal for the MV-I, IS, and TCS rates classes should be rejected.  

Assigning peak day demands to these classes imposes costs on these customers for a level of 

service they will not receive and do not expect to receive and is inconsistent with cost causation 

principles.   

B. Revenue Allocation 

245. PECO’s proposed rates are designed to fairly allocate the Company’s requested 

increase among its customer classes and make reasonable progress in moving all classes closer to 

their cost of service consistent with well-accepted ratemaking principles.   
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C. Allocation of Universal Service Program Costs 

246. Universal service costs are currently allocated to the residential customer class, 

and PECO did not propose any change to the allocation of such costs in this proceeding.  See 

PECO Exhibit JAB-2. 

247. Both OCA witness Colton and CAUSE-PA witness Miller recommended that the 

Company allocate universal service costs to all customer classes (see, e.g., OCA St. 5, pp. 56-90; 

CAUSE-PA St. 1, pp. 48-54), while OSBA witness Knecht and PAIEUG witness LaConte 

opposed that recommendation, see OSBA St. 1-R, pp. 21-30; PAIEUG St. 1-R, pp. 10-13. 

248. PECO believes this gas distribution base rate case is not the appropriate place to 

consider broad universal service cost allocation proposals, particularly when PECO’s gas-only 

CAP population is an exceedingly small part of its total CAP population.  See PECO St. 10-R, p. 

12.   

249. In Columbia Gas, the Commission recently rejected proposals to reallocate 

universal service costs to non-residential gas customers.  See Columbia Gas Order, pp. 258-261. 

250. The Company does not support a change in universal service cost allocation as 

part of this proceeding but, as Ms. Colarelli explained, intends to address the allocation of 

universal service costs in its next electric base rate proceeding.  See PECO St. 10-R, p. 12.   

D. Tariff Structure and Rate Design 

1. Residential Customer Charge 

251. The Company’s current residential customer charge is $11.75 per month and has 

been in place since rates went into effect following the Company’s 2010 gas base rate case.  This 

is the lowest residential customer charge among all of Pennsylvania’s major gas distribution 

companies and is far below the residential customer-related costs identified in the Company’s 

COSS prepared in connection with this rate case (i.e., $30.26 per month).  The Company 


	MAIN BRIEF OF
	PECO ENERGY COMPANY
	CONFIDENTIAL VERSION
	Before Deputy Chief Administrative Law Judge
	Christopher P. Pell
	I. INTRODUCTION
	A. Description of Company
	B. Procedural History
	C. Overview of PECO’s Filing
	D. Burden of Proof

	II. SUMMARY OF ARGUMENT
	III. overall position on rate increase REQUEST
	IV. Rate Base
	A. Fair Value
	B. Utility Plant in Service
	1. The Company’s Claim
	2. The OCA’s Recommended Allowance for Fully Projected Future Test Year Plant Additions
	3. I&E’s Proposed Adjustment to PECO’s Forecasted Plant Additions for the Natural Gas Reliability Project

	C. Depreciation Reserve – Annual/Accumulated
	D. Additions to Rate Base
	1. Projected Plant Additions
	2. Pension Asset
	3. Uncontested Items
	a. Cash Working Capital
	b. Other Non-Contested Rate Base Additions


	E. Conclusion

	V. Revenues
	A. Forfeited Discounts

	VI. Expenses
	A. Payroll and Payroll-Related Expense
	1. The OCA’s Proposed Adjustments
	2. I&E’s Proposed Vacancy Rate Adjustment
	3. Employee Benefits Expense and Payroll Taxes

	B. Contracting And Materials Expense
	C. Outside Services (including Service Company Charges)
	D. Other Post-Employment Benefits Expense
	E. Costs to Achieve Exelon/PHI Merger
	F. Regulatory Commission Expenses (General Assessments)
	G. Research and Development Expenses
	H. Employee Activity Costs
	I. Travel, Meals and Entertainment
	J. Membership Dues
	K. Injuries And Damages
	L. Property Taxes
	M. Energy Efficiency and Conservation Program Costs
	1. I&E Recommendation to Disallow New Program Rebate Costs
	2. OCA Criticisms of the Cost-Effectiveness of the EE&C Program

	N. Rate Case Expense Normalization
	O. Regulatory Initiatives
	P. Manufactured Gas Plant Remediation Expense
	Q. Depreciation Expense

	VII. Taxes
	VIII. RATE OF RETURN
	A. Introduction
	B. Capital Structure
	C. Cost of Long-Term Debt
	D. Common Equity Cost Rate
	1. Development of the Barometer Group
	a. Dividend Yield
	b. Growth Rate
	c. Leverage Adjustment

	2. Capital Asset Pricing Methodology
	3. Risk Premium Approach
	4. Comparable Earnings Method

	E. Business Risks and Management Performance
	F. Other Parties’ Equity Cost Rate Recommendations and Principal Areas Of Dispute

	IX. CUSTOMER PROGRAMS AND MISCELLANEOUS ISSUES
	A. Recommendations Related to The COVID-19 Emergency
	B. Universal Service Programs
	C. Neighborhood Gas Pilot Rider
	D. Energy Efficiency And Conservation Programs
	E. Quality of Service
	1. Distribution Integrity Management Program
	2. Leaks and Excavation Damage


	X. RATE STRUCTURE
	A. Cost of Service
	1. PECO’s Class Cost of Service Study
	2. Other Parties Positions Regarding Cost of Service and PECO’s COSS
	3. Other Cost of Service issues
	a. OCA Witness Watkins – Forfeited Discounts/Non-Base Rate Revenues and Storage Plant
	b. OSBA Witness Knecht


	B. Revenue Allocation
	1. PECO Revised Revenue Allocation
	2. Opposing Party Alternative Revenue Allocations
	3. Scale Back of Rates

	C. Allocation of Universal Service Program Costs
	D. Tariff Structure
	1. Residential Customer Charge
	2. Non-Residential Customer Rate Design
	a. Rate GC Customer Charge
	b. Rate GC Declining Block Volumetric Charge Differential
	c. Rate TS-F and TS-I Volumetric Charge Differential
	d. Rate L and Standby Sales Service
	e. Elimination of Rate IS Margin Sharing
	f. Elimination of Rate IS, MV-I and TCS

	3. Distribution System Improvement Charge (“DSIC”) Cost Allocation
	4. Negotiated Gas Service
	5. Theft/Fraud Investigation Charge

	E. Summary and Alternatives

	XI. CONCLUSION
	I. INTRODUCTION AND OVERVIEW
	II. OVERALL POSITION ON RATE INCREASE
	III. RATE BASE
	A. Fair Value
	B. Utility Plant in Service
	C. Depreciation Reserve
	D. Additions to Rate Base

	IV. REVENUES
	V. OPERATING AND MAINTENANCE EXPENSES
	A. Payroll and Payroll-Related Costs
	B. Contracting And Materials Expense
	C. Outside Services
	D. Other Post-Employment Benefits
	E. Cost To Achieve Exelon/PHI Merger
	F. Regulatory Commission Expenses (General Assessments)
	G. Research and Development Expenses
	H. Employee Activity Costs
	I. Travel, Meals and Entertainment
	J. Membership Dues
	K. Injuries and Damages
	L. Property Taxes
	M. Energy Efficiency and Conservation Program Costs
	N. Rate Case Expense Normalization
	O. Regulatory Initiatives
	P. Manufactured Gas Plant Remediation Expense
	Q. Depreciation Expense

	VI. INCOME TAXES
	VII. RATE OF RETURN
	A. Capital Structure
	B. Cost of Long-Term Debt
	C. Common Equity Cost Rate
	1. Discounted Cash Flow Methodology

	Dividend (D1/P0) + Growth Rate (g) + Leverage Adjustment = DCF Result (k).
	2. Capital Asset Pricing Methodology
	3. Risk Premium Approach

	4. Comparable Earnings Method
	D. Business Risks and Management Performance
	E. Fair Rate of Return
	The Company’s overall rate of return should be set at 7.64%.  See PECO St. 5; PECO St. 5-R; PECO Exhibit PRM-1 (updated), Schedule 1.  This is calculated by using the Company’s capital structure of 53.38% common equity and 46.62% long-term debt, the C...

	VIII. CUSTOMER PROGRAMS AND MISCELLANEOUS ISSUES
	A. Recommendations Related to the COVID-19 Emergency
	B. Universal Service Programs
	C. Neighborhood Gas Pilot Rider
	D. Energy Efficiency And Conservation Programs
	E. Distribution Integrity Management Program
	F. Leaks and Excavation Damage

	IX. RATE STRUCTURE
	A. Cost of Service
	1. Class Cost-of-Service Study
	2. Forfeited Discounts/Non-Base Rate Revenues and Storage Plant
	3. Rate Design

	B. Revenue Allocation
	C. Allocation of Universal Service Program Costs
	D. Tariff Structure and Rate Design
	1. Residential Customer Charge
	2. Non-Residential Rate Design
	3. Distribution Service Improvement Charge (“DSIC”) Cost Allocation
	4. Negotiated Gas Service

	E. Theft/Fraud Investigation Charge

	PROPOSED CONCLUSIONS OF LAW
	PROPOSED ORDERING PARAGRAPHS

