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3502 FREMONT AVENUE N, #1
SEATTLE, WASHINGTON 98103

Stan Berman
Direct Dial (206) 279-3193
stan@btlawllp.com

May 11, 2022

Via eTariff Filing

Kimberly D. Bose

Secretary

Federal Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

Re: PJM Interconnection, L.L.C., Atlantic City Electric Company, Baltimore Gas
and Electric Company, Commonwealth Edison Company, Delmarva Power & Light
Company, Potomac Electric Power Company, and PECO Electric Company

Docket Nos.

ER21-201-000

ER21-203-000

ER21-204-000

ER21-205-000

ER21-206-000

ER21-209-000

Dear Secretary Bose:

Atlantic City Electric Company (“ACE”), Baltimore Gas and Electric Company
(“BGE”), Commonwealth Edison Company (“ComEd”), Delmarva Power & Light
Company (“DPL), Potomac Electric Power Company (“Pepco”), and PECO Electric
Company (“PECO”), collectively (“Exelon Companies”) submit! for filing this Response
to the Deficiency Letter received on March 10, 2022. The Deficiency Letter in many
instances seeks information relating to one or several, but not all, of the Exelon
Companies — we have indicated for each response on which company’s behalf the
response is tendered.

! Pursuant to Order No. 714, this filing is submitted by PJM on behalf of the Exelon Companies as part of an XML
filing package that conforms with the Commission’s regulations. PJM has agreed to make all filings on behalf of
the PJM Transmission Owners in order to retain administrative control over the PJM Tariff. Thus, the Exelon
Companies has requested PJM submit this filing in the eTariff system as part of PJM’s electronic Intra PJM Tariff.
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On October 6, 2020, in compliance with Order No. 864,% and pursuant to Section 205 of
the Federal Power Act,® the Exelon Companies submitted to the Federal Energy
Regulatory Commission’s (“FERC” or “Commission”) their required compliance filings.
Order No. 864 required such submission by the date of the utility’s next annual formula
rate informational update, which, for the Exelon Companies, would have been in May
2020.

On May 6, 2020, the Commission granted the Exelon Companies an extension of time*
until thirty days after Commission action on a settlement submitted to the Commission on
April 24, 2020, in Docket No. ER19-5 et al. (“Docket No. ER19-5 Settlement
Agreement”)’ Accordingly, given the Commission’s approval of the Docket No. ER19-5
Settlement Agreement on September 24, 2020, the compliance filings were submitted on
October 6, 2020.6

Order No. 864 contemplated that most utilities would amend their rates to conform to the
order, but also permitted utilities to demonstrate that their rates already conform to the
order.” The tariff modifications included pursuant to the Docket No. ER19-5 Settlement
Agreement — which post-date Order No. 864 — were specifically designed to meet the
requirements of Order No. 864, and no further modification to rates is necessary for
ACE, BGE, ComEd, DPL, and Pepco, the subjects of the Docket No. ER19-5 Settlement
Agreement.

PECO was part of a separate rate proceeding from the other Exelon Companies, and filed
its own settlement agreement in that proceeding on July 22, 2019. (“PECO Settlement
Agreement”).® The PECO settlement pre-dated Order No. 864, and while it complied
with Order No. 864 in most respects, it did not include a permanent tariff worksheet

2 See Public Utility Transmission Rate Changes to Address Accumulated Deferred Income Taxes, 169 FERC 9
61,139 (2019) (“Order No. 864”), reh’g denied, 171 FERC q 61,033 (2020).

316 U.S.C. §§ 824d (2021).

4 Notice of Extension of Time, Public Utility Transmission Rate Changes to Address Accumulated Deferred Income
Taxes, Docket No. RM19-5 (May 6, 2020).

5 Commonwealth Edison Co., et al., Submission of Settlement Agreement, Docket Nos. ER19-5 et al. (April 24,
2020). (“Docket No. ER19-5 Settlement Agreement”). The Settlement Agreement, like the underlying proceeding it
settled, involved consolidated rate cases of ACE, BGE, ComEd, DPL, and Pepco.

¢ Commonwealth Edison Co., 172 FERC § 61,272 (2020) (“September 24, 2020 Settlement Order”).

7 Order No. 864 at P 101.

8 PJM Interconnection, LLC, Submission of Settlement Agreement, Docket No. ER17-1519 (July 22, 2019).
(“PECO Settlement Agreement”).
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required by Order No. 864. The required worksheet for PECO was submitted as part of
PECO’s Order No. 864 compliance filing in Docket No. ER21-209.

I. RESPONSES TO SPECIFIC DEFICIENCY LETTER QUESTIONS

ADIT Worksheet:

STAFF REQUEST 1

In Order No. 864, the Commission required the ADIT Worksheet to include five
categories of information: (1) how any ADIT accounts were re-measured and the excess
or deficient ADIT contained therein; (2) the accounting for any excess or deficient
amounts in Accounts 254 (Other Regulatory Liabilities) and 182.3 (Other Regulatory
Assets, respectively; (3) whether the excess or deficient ADIT is protected or
unprotected, (4) the accounts to which the excess or deficient ADIT are amortized; and
(5) the amortization period of the excess or deficient ADIT being returned or recovered
through the rates.” The Commission stated that it expects public utilities to identify each
specific source of the excess or deficient ADIT, classify the excess or deficient ADIT as
protected or unprotected, and list the proposed amortization period associated with each
source in their proposed ADIT Worksheets. !’

Each of the Exelon Companies proposes to comply with the ADIT Worksheet
requirements of Order No. 864 by including two ADIT worksheets: (1) an ADIT
worksheet that demonstrates excess and deficient ADIT (ADIT Worksheet),; and (2) an
ADIT Worksheet that demonstrates the ADIT remeasurement as a result of the Tax Cuts
and Jobs Act (Remeasurement Worksheet).!! The Exelon Companies provide populated
Excel versions of these worksheets as attachments to their Compliance Filings.

STAFF REQUEST 1a: (Pepco)

For category (1), please explain how Pepco’s proposed Remeasurement Worksheet complies
with the requirement to demonstrate how any ADIT accounts were re-measured and the excess

° Order No. 864, 169 FERC q 61,139 at PP 52, 62.

107d. P 65.

' The ADIT Worksheet for each respective Exelon Companies is found in the following Attachment to their
Formula Rate: ACE (Attachment 1B), BG&E (Attachment 1B), ComEd (Attachment 1B), Delmarva (Attachment
1B), Pepco (Attachment 1D), and PECO (Attachment 9). The Remeasurement Worksheet for each respective
Exelon Companies is found in the following Attachment to their Formula Rate: ACE (Attachment 1C), BG&E
(Attachment 1C), ComEd (Attachment 1C), Delmarva (Attachment 1C), Pepco (Attachment 1D), and PECO
(Attachment 9A).
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or deficient ADIT contained therein, including the pre- and post-Tax Cuts and Jobs Act balances
for those accounts.

RESPONSE TO STAFF REQUEST 1a: (Pepco)

When corporate income tax rates are changed at the federal or state level, the financial
accounting rules require utilities to re-measure the Accumulated Deferred Income Tax
(“ADIT”) balances to account for the new rate at which the ADIT amounts will reverse
and become due in the future. Deficient Deferred Income Taxes (“DDIT”) or Excess
Deferred Income Taxes (“EDIT”) represent the difference between deferred taxes at the
old and new statutory tax rates.

Pepco’s proposed Remeasurement Worksheet demonstrates how the ADIT accounts were
re-measured and shows the excess and / or deficient ADIT. The following is an overview
of the mechanics of the worksheet (Accumulated Deferred Income Taxes Remeasurement
(Excel Tab: 1F — ADIT Remeasurement):

Column (A) — Represents a detailed description of federal gross timing differences
as of December 31, 2017.

Column (B) — Represents a summarized description of federal gross timing
differences as of December 31, 2017.

Column (C) — Represents the category of each federal gross timing difference as
of December 31, 2017 (i.e., Unprotected Non-Property, Unprotected Property,
Protected Property).

Column (D) — Represents the federal gross timing differences as of December 31,
2017.

Column (E) — Represents the federal gross timing differences as of December 31,
2017 multiplied by the federal statutory tax rate of 35% (i.e., before the federal
statutory rate change from 35% to 21%)).

Column (F) — Represents the state related ADIT as of December 31, 2017.
Column (G) — Represents the federal ADIT associated with state ADIT multiplied

by the federal statutory tax rate of 35% (i.e., before the federal statutory rate
change from 35% to 21%). State income taxes are deductible for federal income
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tax purposes; therefore, state ADIT generally represents a future tax deduction for
federal income tax purposes.

Column (H) — Represents the total federal and state ADIT as of December 31,
2017 prior to the federal statutory rate change. This column is the summation of
Columns E, F, and G. Column H represents the pre-Tax Cuts and Jobs Act ADIT
balances.

Column (I) — Represents the federal gross timing differences as of December 31,
2017.

Column (J) — Represents the federal gross timing differences as of December 31,
2017 multiplied by the federal statutory tax rate of 21% (i.e., after the federal
statutory rate change from 35% to 21%)).

Column (K) - Represents the state related ADIT as of December 31, 2017.

Column (L) — Represents the federal ADIT associated with state ADIT multiplied
by the new federal statutory tax rate of 21%.

Column (M) — Represents the total federal and state ADIT as of December 31,
2017 after the federal statutory rate change. This column is the summation of

Columns J, K, and L. Column M represents the re-measured post-Tax Cuts and
Jobs Act ADIT balances.

Column (N) — Represents the difference between federal ADIT measured at the
old federal statutory tax rate of 35% and the new federal statutory tax rate of 21%.
Column N represents the federal deficient and excess deferred income taxes
arising from the federal statutory rate change.

Column (O) — Represents the federal deficient and excess deferred income taxes
excluded from rates and therefore not recoverable in either retail or transmission
rates.

Column (P) — Represents the ADIT associated with the income tax regulatory
asset or liability that is excluded from rate base.
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Column (Q) — Represents the total deficient and excess ADIT balances related to
the federal statutory tax rate change related to the Tax Cuts and Jobs Act.

Column (R) — Represents the allocator used for each component of deficient and
excess ADIT balances.

Column (S) — Identifies the deficient and excess ADIT balances allocable to
transmission.

Column (T) — Represents the allocator used to determine the portion of deficient
and excess ADIT balances attributable to transmission.

Column (U) — Represents the deficient and excess ADIT balances allocated to
transmission.

Column (V) — Represents the FERC Account where each component of ADIT is
recorded.

STAFF REQUEST 1b: (ACE, BGE, ComEd, and DPL)

For category (3), ACE, BG&E, ComEd, and Delmarva each refer to “Protected
Property,” “Unprotected property,” and “Non-property” as categories in the respective
Remeasurement Worksheets.”? Please explain whether the “Non-property” category can

be re-labeled as “Unprotected non-property” to match references elsewhere, such as in
Line I of the ADIT Worksheets.

RESPONSE TO STAFF REQUEST 1b: (ACE, BGE, ComEd, and DPL)

For ACE, BGE, ComEd, and DPL, the nomenclature in Column C “Category” can be re-
labeled from “Non-Property” to “Unprotected Non-Property” to match references
elsewhere. This update can also be applied to Pepco. This change can be made in the
next annual update filing or as otherwise directed by the Commission.

STAFF REQUEST Ic: (All Exelon Companies)

12 See, e.g., ACE Remeasurement Worksheet at column E, Category
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For category (4), each company’s ADIT Worksheet includes a note that specifies that
excess ADIT is amortized to Account 411.1 and deficient ADIT is amortized to Account
410.1.3 Please specify the accounts to which the amounts in Column (A) are amortized
(e.g., Account 410.1).

RESPONSE TO STAFF REQUEST 1c: (All Exelon Companies)

The amortization of deficient and excess deferred income taxes that will be recovered
from or passed through to customers through future rates will be recorded in FERC
Accounts 410.1 (Provision for Deferred Income Taxes, Utility Operating Income) and
411.1 (Provision for Deferred Income Taxes—Credit, Utility Operating Income), as
appropriate.

Each ADIT account (i.e., FERC Account 190, 282, and 283) contains both deficient and
excess deferred income taxes. For reporting purposes, the amortization is reported on a
net basis (i.e., excess ADIT is amortized to Account 411.1 and deficient ADIT is
amortized to Account 410.1). For example, to the extent the amortization of deficient
and excess deferred income taxes related to unprotected property results in a net benefit
(i.e., net excess deferred income tax position), the entire amortization amount is recorded
to Account 411.1.

The following is a summary of accounts to which the amortization in Column (A) is
being amortized:

Deficient / Excess Deferred Income Tax Amortization

Company Account 190 Account 282 Account 283

ACE 411.1 411.1 411.1
BG&E 411.1 411.1 411.1
ComEd 411.1 411.1 411.1
Delmarva 411.1 411.1 411.1
PECO 411.1 411.1 411.1
PEPCO 411.1 411.1 411.1

STAFF REQUEST 1d: (All Exelon Companies, Except PECO)

13 See, e.g., ACE ADIT Worksheet at row 199, Note B
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For category (5), each company’s ADIT Worksheet includes a note that “The
amortization of protected property related deficient and (excess) ADIT will be calculated
using the Average Rate Assumption Method (ARAM) or a manner that complies with the
normalization requirements and may vary by year depending on where each underlying
asset resides in its individual life cycle.”'* Please clarify what this note means and state
if it indicates a change to the proposed amortization periods.

RESPONSE TO STAFF REQUEST 1d: (All Exelon Companies, Except PECO)

The footnote is intended to signal the amortization of protected property related deficient
and excess ADIT will be calculated using the Average Rate Assumption Method
(ARAM) unless new guidance is issued by the Internal Revenue Service that would
require a modification to this methodology to comply with the normalization
requirements. The note does not indicate a change to the proposed amortization periods.

Additional Order No. 864 Requirements:

STAFF REQUEST 2: (All Exelon Companies)

In Order No. 864, the Commission required public utilities with transmission formula
rates to provide supporting documentation to justify their proposed amortization
periods.”> As such, please provide justification for the amortization periods each Exelon
Company proposes to use for its excess and deficient ADIT. Additionally, please clarify
if the amortization periods are only applicable to the Tax Cuts and Jobs Act ADIT
amounts.

RESPONSE TO STAFF REQUEST 2: (All Exelon Companies)

The amortization periods for ACE, BGE, ComEd, DPL, and Pepco were agreed to in the
Docket No. ER19-5 Settlement Agreement at Sections 2.1.1, 2.1.1.1, 2.1.1.2, and 2.1.1.3.
(For convenience of reference, the Docket No. ER19-5 Settlement Agreement, without its
various attachments, is appended to this response as Attachment A. The referenced
sections are at pages 3-4 of Attachment A.) The Docket No. ER19-5 Settlement
Agreement was approved by the Commission in the September 24, 2020 Settlement
Order.'® The amortization periods for PECO are likewise based on settlement agreement,

14 See, e.g., ACE ADIT Worksheet at row 199, Note A
15 Order No. 864, 169 FERC 9 61,139 at PP 65, 104.
16 Commonwealth Edison Co., et al., 172 FERC § 61,272 (2020) (“September 24, 2020 Settlement Order”).
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as provided in the PECO Settlement Agreement at Section 2.7. (For convenience of
reference, the PECO Settlement Agreement, without its various attachments, is appended
to this response as Attachment B. The referenced section is at pages 9-10 of Attachment
B.) The PECO Settlement Agreement was approved by the Commission on December 5,
2019."7 The amortization periods apply to state related deficient and excess deferred
income tax amortization as well as future federal rate changes.

STAFF REQUEST 3: (All Exelon Companies)

In Order No. 864, the Commission required that public utilities propose tariff revisions to
their formula rates to account for excess and deficient ADIT resulting from the Tax Cuts
and Jobs Act and any future tax rate changes, including state and local tax rate
changes.’® Further, the Commission stated that it would no longer require public
utilities to make a Federal Power Act (FPA) section 2035 filing to include excess and
deficient ADIT in rates after tax rate changes.”

STAFF REQUEST 3a: (PECO)

Please explain whether, and if so how, PECO’s Note A of its ADIT Worksheet in
Attachment 9, which includes references to specific balances as of December 31, 2017,
applies to future tax rate changes.

RESPONSE TO STAFF REQUEST 3a: (PECO)

PECO’s Note A of its ADIT Worksheet in Attachment 9, which includes references to
specific balances as of December 31, 2017, does not apply to future rate changes. To the
extent there is a future rate change, PECO plans to make a Section 205 filing to include
the associated excess and deficient ADIT.

STAFF REQUEST 3b: (All Exelon Companies)

Each Exelon Company’s Remeasurement Worksheet includes the tax rate hardcoded into
calculations of Federal ADIT and other columns. Please explain how this complies with
the requirement to account excess and deficient ADIT resulting from the Tax Cuts and

17 See PJM Interconnection, L.L.C., 169 FERC 9 61,186 (2019) (“PECO Settlement Order™).
18 1d. PP 29, 43, 51, 62, 65, 69.
9 Id. PP 48, 65, 69.
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Jobs Act and any future tax rate changes without needing to submit an FPA section 205
filing.?’

RESPONSE TO STAFF REQUEST 3b: (All Exelon Companies)

To the extent there is a future tax rate change, the ADIT Remeasurement Worksheet will
be updated to include a new section presented above the re-measurement section for Tax
Cuts and Jobs Act. This detailed approach is necessary to provide transparency regarding
the impacts of any future rate changes. The approved Docket No, ER19-5 Settlement
Agreement at Sections 2.3, 2.3.1, and 2.3.2 provide for these future updates.
(Attachment A, pages 6-7).

To the extent there is a future rate change, PECO, which reached an earlier separate
settlement agreement apart from ACE, BGE, ComEd, DPL and Pepco, plans to make a
Section 205 filing to include the associated excess and deficient ADIT.

STAFF REQUEST 3c: (Pepco and PECO)

Both Pepco and PECO have some labels in their ADIT Worksheets that only reference excess

deferred income taxes (e.g., ACE’s “ID - EDIT Rate Base Adjustment”). Please explain how

this complies with the requirement to also account for future tax rate changes that may lead to
deficient deferred income taxes without needing to submit an FPA 205 filing.

RESPONSE TO STAFF REQUEST 3c: (Pepco and PECO)

With respect to Pepco, to the extent there 1s a future tax rate change, the ADIT
Remeasurement Worksheet will be updated to include a new section presented above the
re-measurement section for Tax Cuts and Jobs Act. This detailed approach is necessary to
provide transparency regarding the impacts of any future rate changes. The approved
Docket No, ER19-5 Settlement Agreement, at Sections 2.3, 2.3.1, and 2.3.2 provide for
these future updates. (Attachment A, pages 6-7).

To the extent there is a future rate change, PECO, which reached an earlier separate
settlement agreement apart from ACE, BGE, ComEd, DPL and Pepco, plans to make a

Section 205 filing to include the associated excess and deficient ADIT.

STAFF REQUEST 4: (All Exelon Companies, except PECO)

20 See, e.g., ACE Remeasurement Worksheet, column G, Federal ADIT @ 35%



BERMAN AND TODDERUD 1Lp

Kimberly D. Bose

May 11, 2022

Docket No. ER21-201 et al.
Page 11

Exelon Companies note that the Formula Rate for each company were permitted to go
into effect on an interim basis, they also note the date of the following annual update for
those same companies. However, the Exelon Companies state that Order No. 864
requires each such public utility to submit a filing demonstrating compliance with the
final rule with a January 27, 2020, effective date.?’

STAFF REQUEST 4a: (All Exelon Companies, except PECO)
Please clarify the proposed effective date for each Exelon Company.
RESPONSE TO STAFF REQUEST 4a: (All Exelon Companies, except PECO)

Under their Settlement Agreement, the effective date of the revised tariffs for the Exelon
Companies except PECO is June 1, 2020. Please refer to Section 4.3 of Docket No.
ER19-5 Settlement Agreement. (Attachment A, page 16). In addition, the parties filed a
motion for interim rates, which was granted, effective May 1, 2020, allowing use of the
rates in the calculations that were used to perform the Annual Updates submitted in May
2020.%2

STAFF REQUEST 4b: (All Exelon Companies, except PECO)

Where you request an effective date that is different from the January 27, 2020 effective
date, please provide a demonstration that the requested effective date would not
adversely impact transmission customers or justify why the proposed effective date is
consistent with or superior to the final rule.”

RESPONSE TO STAFF REQUEST 4b: (All Exelon Companies, except PECO)

Transmission customers will receive the full benefits associated with the federal rate
change going back to the January 1, 2018 date the new tax rate went into effect. See, e.g.,
Sections 2.1.2.1, 2.1.3, and 3.2 of Docket No. ER19-5 Settlement Agreement
(Attachment A, pages 4-5 and 12-13) which provide for the amortization of TCJA
amounts beginning January 1, 2018 and going forward, and flow through of those

21 See, e.g., ACE Transmittal at 3, citing Order No. 864, 169 FERC 61,139 at P 100.

22 Commonwealth Edison, et al., 171 FERC § 63,015 (2020) (Order Granting Motion for Interim Rates).

2 Order No. 864, 169 FERC 61,139 at P 66 & n.101 (noting “that the public utility would need to demonstrate that
its proposal is consistent with or superior to the requirements of the final rule” in support for Commission
consideration of the public utility’s proposal to implement the ADIT Worksheets).
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amounts to customers as part of current rates or in a refund amount specified in Section
3.2.

STAFF REQUEST 5: (All Exelon Companies)

In Order No. 864, the Commission required that public utilities with transmission
formula rates capture the full regulatory liability for excess ADIT in rates, beginning on
the effective date of any proposed tariff provision. In other words, the full amount of
excess ADIT resulting from the Tax Cuts and Jobs Act must be returned to formula rate
customers.** Please explain whether each Exelon Company will return the full amount of
excess ADIT resulting from the Tax Cuts and Jobs Act.

RESPONSE TO STAFF REQUEST 5: (All Exelon Companies, except PECO)

Transmission customers will receive the full benefits associate with the federal rate
change. See, e.g., Sections 2.1.2.1, 2.1.3, and 3.2 of the Docket No. ER19-5 Settlement
Agreement (Attachment A, pages 4-5 and 12-13) which provide for the amortization of
TCJA amounts beginning January 1, 2018 and going forward, and flow through of those
amounts to customers as part of current rates or in a refund amount specified in Section
3.2. The Settlement Agreement was approved in the September 24, 2020 Settlement
Order.

RESPONSE TO STAFF REQUEST 5: (PECO)

Transmission customers will receive the full benefits associate with the federal rate
change. See, Section 2.7 of PECO Settlement Agreement (Attachment B at pages 9-10)
which provide for the amortization of TCJA amounts beginning January 1, 2018 and
going forward, and flow through of those amounts to customers. The PECO Settlement
Agreement was approved December 5, 2019, in the PECO Settlement Order.

STAFF REQUEST 6: (All Exelon Companies, except PECO)

Prior to Order No. 864, the Commission did not allow excess and deficient ADIT to be
included in transmission formula rates without prior Commission approval.? Instead, as
specified in Order No. 144, public utilities with transmission formula rates were required
to “begin the process of making up deficiencies in or eliminating excesses in their

24 Order No. 864, 169 FERC 461,139 at P 45.
25 See PJM Interconnection, L.L.C. 165 FERC 461,275, at P 28 (2018).
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deferred tax reserves so that, within a reasonable period of time to be determined on a
case-by-case basis, they will be operating under a full normalization policy,” and public
utilities were required to make adjustments pertaining to tax rate changes in their
respective next rate cases.’® Additionally, the Commission has also found that where a
public utility did not seek to return excess ADIT or recover deficient ADIT within a
reasonable period of time and/or in its next rate case, a portion of the excess or deficient
ADIT may still be available for return or recovery, respectively. The Commission
explained that such a filing would not be made pursuant to Order No. 864, but rather, it
would be within the scope Order No. 144’s requirement that such public utilities reflect
any adjustments made to their ADIT balances as a result of the Tax Cuts and Jobs Act in
their next rate case.?’” Note B on each ADIT Worksheet (e.g. for ACE: “IB - ADIT
Amortization”) of the populated spreadsheets states that “The remaining unamortized
deficient and (excess) ADIT related to the Tax Reform Act of 1986 will be amortized
using the Average Rate Assumption Method (ARAM) as provided in the Settlement in
Docket No. ER19-5 et al. The current year amortization of deficient and (excess) ADIT is
recorded in FERC Accounts 410.1 and 411.1.”

STAFF REQUEST 6a: (All Exelon Companies, except PECO)

Please indicate if each Exelon Company is seeking to return past period excess ADIT or
recover past period deficient ADIT.

RESPONSE TO STAFF REQUEST 6a: (All Exelon Companies, except PECO)

Each of ACE, BGE, ComEd, DPL, and Pepco is recovering from or passing through to
customers certain unamortized deficient and excess deferred income taxes arising from
past periods.

STAFF REQUEST 6b: (All Exelon Companies, except PECO)

26 Tax Normalization for Certain Items Reflecting Time Differences in the Recognition of Expenses or Revenues for
Ratemaking and Income Tax Purposes, Order No. 144, 15 FERC 61,133, at 31,560, 31,519 (1981), order on reh’g,
Order No. 144-A, 18 FERC 961,133 (1982). See also PJM Interconnection, L.L.C., 161 FERC § 61,163, at 19
(2017), reh’g denied, 164 FERC 9 61,173 (2018), aff’d sub nom. Balt. Gas & Elec. Co. v. FERC, 954 F.3d 279
(D.C. Cir. 2020).

27 Order No. 864-A, 171 FERC 9 61,033 at PP 4, 32-37 (citing, inter alia, Commonwealth Edison Co., 164 FERC q
61,172, at PP 111, 130, 133 (2018)).
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Where each Exelon Company has received prior Commission approval for these
amounts, please demonstrate this approval, as well as the method by which this excess
ADIT was already being returned to customers in your Formula Rate.

RESPONSE TO STAFF REQUEST 6b: (All Exelon Companies, except PECO)

Please refer to Docket No. ER19-5 Settlement Agreement at Sections 2.2 and 2.4
(Attachment A at pages 5-6 and 8) for details regarding the recovery and / or pass
through of unamortized deficient and excess deferred income taxes arising from past
periods. The Settlement Agreement was approved by the Commission in the September
24, 2020 Settlement Order.

STAFF REQUEST 7: (Pepco)

In Order No. 864, the Commission required that the full regulatory liability for excess
ADIT should be captured in transmission formula rates, beginning on the effective date of
any proposed tariff provision. Please provide sufficient information to determine total
excess and deficient ADIT resulting from the Tax Cuts and Jobs Act being returned or

recovered from customers.”.

RESPONSE TO STAFF REQUEST 7: (Pepco)

Transmission customers will receive the full benefits associate with the federal rate
change going back to the January 1, 2018 date the new tax rate went into effect. See, e.g.,
Sections 2.1.2.1, 2.1.3, and 3.2 Docket No. ER19-5 Settlement Agreement (Attachment
A, pages 4-5 and 12-13) which provide for the amortization of TCJA amounts beginning
January 1, 2018 and going forward, and flow through of those amounts to customers as
part of current rates or in a refund amount specified in Section 3.2. The Settlement
Agreement was approved by the Commission in the September 24, 2020 Settlement
Order.

STAFF REQUEST 8: (Pepco)

Exelon Companies explain that Pepco’s Formula Rate, as modified in the Settlement
Agreement, includes the required Rate Base Adjustment Mechanism so that unamortized
excess ADIT is deducted from rate base. Specifically, Line 42 of the main schedule of the
Formula Rate includes the “Unamortized Excess/Deficient ADIT Allocated to

28 Id. at P 45.
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Transmission,” computed in Attachment 1D of the Formula Rate and that Line 43
combines the unamortized excess and deficient ADIT allocated to transmission with the
total ADIT, measured using the enacted tax rate that is expected to apply when the
underlying temporary differences are expected to be settled or realized, allocated to
transmission to yield the actual rate base adjustment amount.”’ However, we are unable
to verify the allocators used in Pepco’s Formula Rate. Please provide additional details
to verify Pepco’s use of allocators.

RESPONSE TO STAFF REQUEST 8: (Pepco)

EDIT balances were either directly allocated to transmission based on the nature of the
underlying ADIT balance or through plant and labor allocators. The transmission
allocators make up the residual percentage after application of the allocators used for
electric distribution. This methodology ensures that 100% of non-directly allocable
EDIT amounts are reflected in customer rates. The methodology was agreed upon in
Docket No. ER19-5 Settlement Agreement at Section 3.1 and note 5. (Attachment A, at
pages 11-12). The Settlement Agreement was approved by the Commission in the
September 24, 2020 Settlement Order.

STAFF REQUEST 9: (PECO)

Exelon Companies explain that PECO’s Rate Base Adjustment Mechanism for ADIT
balances related to utility operations can be found in PECO’s Attachment H-7 on page 2
and that PECO’s Income Tax Allowance Adjustment Mechanism can be found in PECO'’s
Attachment H-7, page 3, line 39. However, we are unable to verify these calculations.
Please provide a populated Formula Rate in a workable format (e.g., Excel file) that
would allow us to verify the following calculations.

RESPONSE TO STAFF REQUEST 9: (PECO)

Please refer to workable populated spreadsheet submitted with PECO’s 2020 Annual
Transmission True-Up filing, submitted herewith as Attachment C.’® PECO’s Rate Base
Adjustment Mechanism for ADIT balances related to utility operations can be found in
PECO’s Attachment H-7, page 2 of 5, lines 31a to 31c and PECO’s Income Tax
Allowance Adjustment Mechanism (before the gross-up) can be found in PECO’s

2 Pepco Transmittal at 5.
30 Specifically, Attachment C hereto consists of the PECO 2020 true-up spreadsheet submitted as part of an
information filing in Docket No. ER17-1519 on May 28, 2021 as Appendix 2A.
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Attachment H-7, page 3 of 5, line 39 and the Income Tax Allowance Adjustment
Mechanism (with the gross-up) can be found in PECO’s Attachment H-7, page 3 of 5,
line 43.

STAFF REQUEST 10: (PECO)

Please explain whether PECQO includes a calculation to gross-up excess and deficient
ADIT recorded in Accounts 182.3 and 254, respectively.

RESPONSE TO STAFF REQUEST 10: (PECO)

PECO’s Income Tax Allowance Adjustment Mechanism on Attachment H-7, page 3 of 5,
Line 43 reflects the gross-up of excess and deficient ADIT recorded in Accounts 182.3
and 254, respectively.

STAFF REQUEST 11: (PECO)

PECO’s Income Tax Allowance Adjustment Mechanism at Line 1434 of its Formula Rate
includes a calculation grossing up any amortized excess deferred income tax for a given

vear. Please explain whether this gross-up calculation results in a double gross-up of
excess and deficient ADIT.

RESPONSE TO STAFF REQUEST 11: (PECO)

PECO’s Income Tax Allowance Adjustment Mechanism on Attachment H-7, page 3 of 5,
Line 43 does not result in a double gross-up. The amount presented on line 39 is before
gross-up. The amount on Line 43 is after gross-up. As a result, the amortization of
excess deferred income taxes is only grossed-up one time and no double gross-up is
occurring.

II. DOCUMENTS SUBMITTED WITH THIS FILING
The Exelon Companies submit:
1. This deficiency response letter;

2. Attachment A: Docket No. ER19-5 Settlement Agreement, without
its various attachments, submitted to the Commission on April 24,
2020. Approved by the Commission September 24, 2020;
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3. Attachment B: PECO Settlement Agreement, without its various
attachments, submitted to the Commission July 22, 2019 in Docket
No. ER17-1519. Approved by the Commission December 5, 2019;
and

4. Attachment C: PECO populated 2020 true-up spreadsheet, in native
excel format, submitted as part of an information filing in Docket
No. ER17-1519 on May 28, 2021 as Appendix 2A.

III. SERVICE

The Exelon Companies will serve this filing on all parties on the official service list in the
referenced dockets. In addition, PJM has served a copy of this filing on all PJM
Members and on all state utility regulatory commissions in the PJM Region by posting
this filing electronically. In accordance with the Commission’s regulations,*! PJM will
post a copy of this filing to the FERC filings section of its internet site, located at the
following link: http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx with a
specific link to the newly-filed document, and will send an e-mail on the same date as
this filing to all PJM Members and all state utility regulatory commissions in the PJM
Region* alerting them that this filing has been made by PJIM and is available by
following such link. If the document is not immediately available by using the referenced
link, the document will be available through the referenced link within 24 hours of the
filing. Also, a copy of this filing will be available on the Commission’s eLibrary website
located at the following link: http://www.ferc.gov/docs-filing/elibrary.asp in accordance
with the Commission’s regulations and Order No. 714.

31 See 18 CFR §§ 35.2(e) and 385.2010(f)(3).

2 pm already maintains, updates, and regularly uses e-mail lists for all PJM members and affected state
commissions.
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IV.CONCLUSION

For the reasons discussed above, the Exelon Companies respectfully request that the
Commission accept their Order No. 864 compliance filings..

Respectfully submitted,

/s/ Stan Berman

Stan Berman

Eric Todderud

Berman and Todderud LLP
3502 Fremont Ave N, #1
Seattle, WA 98103
(206)-279-3193
stan@btlawllp.com

/s/ Amy L. Blauman

Amy L. Blauman

Associate General Counsel
Exelon Corporation

701 Ninth St. N.W.
Washington, DC 20001
202-872-2122
alblauman@pepcoholdings.com




CERTIFICATE OF SERVICE
I hereby certify that I have this day served an electronic copy of the foregoing

document upon each person designated on the official service list established in Docket

Nos. ER21-201, 203, 204, 205, 206, and 209.
Dated this 11th day of May, 2022, at Washington, D.C.

/s/ Stan Berman

Berman and Todderud LLP
3502 Fremont Ave. N., Suite 1
Seattle, WA 98103

(206) 279-3193
stan@btlawllp.com




ATTACHMENT A
ER19-5S ET AL. SETTLEMENT AGREEMENT
ACE, BGE, COMED, DPL, PEPCO
(WITHOUT SETTLEMENT ATTACHMENTYS)



UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Commonwealth Edison Company Docket Nos. ER19-5-000
PJM Interconnection, L.L.C. ER19-5-001
ER19-5-002
Delmarva Power & Light Company ER19-6-000
PJM Interconnection, L.L.C. ER19-6-001
ER19-6-002
Potomac Electric Power Company ER19-10-000
PJM Interconnection, L.L.C. ER19-10-001
ER19-10-002
Baltimore Gas and Electric Company ER19-14-000
PJM Interconnection, L.L.C. ER19-14-001
ER19-14-002
Atlantic City Electric Company ER19-18-000
PJM Interconnection, L.L.C. ER19-18-001
ER19-18-002
(consolidated)
SETTLEMENT AGREEMENT

This Settlement Agreement (“Settlement Agreement”) is made pursuant to Rule 602 of
the Rules of Practice and Procedure of the Federal Energy Regulatory Commission
(“Commission” or “FERC”), 18 C.F.R. § 385.602 (2020), by and among Atlantic City Electric
Company (“ACE”); Baltimore Gas and Electric Company (“BGE”); Commonwealth Edison Co.
(“ComEd”) on its own behalf and on behalf of its subsidiary Commonwealth Edison Co. of
Indiana; Delmarva Power & Light Company (“Delmarva”); Potomac Electric Power Company
(“Pepco”); Delaware Municipal Electric Corporation, Inc.; New Jersey Division of Rate

Counsel; Office of the People’s Counsel of the District of Columbia; and Southern Maryland



Electric Cooperative, Inc. (each a “Settling Party” and all collectively, the “Settling Parties™).!
The Settling Parties enter into this Settlement Agreement to resolve the matters set for hearing in
the above-captioned consolidated dockets. Additionally, the following Non-Objecting Parties,
have not executed the agreement as Settling Parties, but have participated in the settlement
discussions and do not oppose the settlement:? Delaware Division of the Public Advocate;
Delaware Public Service Commission; Maryland Office of People’s Counsel; and Maryland
Public Service Commission (the Settling Parties and Non-Objecting Parties may be individually
referred to as a “Party” or collectively as the “Parties”).

ARTICLE I

1.1  DEFINITIONS. The following terms have the meanings set forth herein:

“ADIT” means accumulated deferred income taxes.

“Catch-Up FAS 109 Proceedings” means FERC Docket Nos. ER17-528, ER18-899,
ER18-903, ER18-904, and ER18-905.

“Exelon Companies” means ACE, BGE, ComEd, Delmarva, and Pepco.

“FAS 109 Proceedings” means the above-captioned dockets and proceedings.

“Formula Rate Templates” means the provisions contained in the following attachments
to PJM’s OATT: Attachment H-1A (ACE); Attachment H-3D (Delmarva); Attachment H-9A

(Pepco); Attachment H-13A (ComEd); and Attachment H-2A (BGE).

! The Maryland Office of People’s Counsel and Public Service Commission of the District of
Columbia are erroneously listed on the execution page of this Settlement Agreement. They are
not Settling Parties and their listing on the execution page should be disregarded.

2 The New Jersey Board of Public Utilities (“NJBPU”) cannot join a Settlement Agreement
except by vote of the Board at a public meeting. Staff of the NJBPU will recommend that the
NJBPU become a Non-Objecting Party to the settlement. Once the NJBPU votes, the NJBPU
will file a statement with the Commission as to the NJBPU’s position.



“Parties” means the Settling Parties and Non-Objecting Parties.

“PJM OATT” means the PJM Open Access Transmission Tariff.

“Settlement Effective Date” means the date this Settlement Agreement becomes effective
in accordance with Section 3.3 of the Settlement Agreement.

“TCJA” means the Tax Cuts and Jobs Act of 2017.

ARTICLE II

The following terms are reflected in the revised Formula Rates under this Settlement
Agreement and shall be followed by the Exelon Companies, beginning with the 2020 Annual

Update including the true-up of 2019 rates in the 2020 Annual Update.

2.1. EXCESS/DEFICIENT DEFERRED TAXES RELATING TO TCJA.

2.1.1. AMORTIZATION PERIODS. The following amortization periods will be applied
to compute the amortization of all excess or deficient ADIT arising from changes to

income tax rates in the TCJA:

2.1.1.1. PROTECTED PROPERTY. An amortization period consistent with the
Average Rate Assumption Method (“ARAM?”) will be used to amortize excess or deficient

ADIT related to protected property.

2.1.1.2. UNPROTECTED PROPERTY. For ACE, BGE, Delmarva, and Pepco, an
amortization period of five years will be used to amortize excess or deficient ADIT related
to unprotected property. For ComEd, an amortization period of the average remaining life

will be used for unprotected property.



2.1.1.3.  UNPROTECTED NON-PROPERTY. An amortization period of four years

will be used to amortize excess or deficient ADIT related to unprotected non-property.

2.1.2. TCJA RELATED BALANCES. The unamortized transmission-related excess and
deficient ADIT balances resulting from the TCJA (“TCJA ADIT Balances”), as of

December 31, 2017, are as provided in Attachment C, Table 1.

2.1.2.1. TCJA AMORTIZATION START DATE. The TCJA ADIT Balances reflected in
Attachment C, Table 1 will be amortized for accounting purposes beginning January 1, 2018

using the amortization periods specified in Section 2.1.1 above.

2.1.3. PRE-FILING TCJA AMORTIZATION CREDIT. The portion of the TCJA ADIT
Balances reflecting amounts amortized for the nine months between the January 1, 2018
implementation of the TCJA and the October 1, 2018 FAS 109 Filings’ tariff effective date
(“Pre-Filing TCJA Amortization”), is included in the Refund Amounts shown in Section
3.2 The respective amounts will be credited to ratepayers, with interest, in a one-time
adjustment applied as part of the 2020 Annual Update. This one-time adjustment shall
include and reflect the total rate base impact of the TCJA amortization from December 31,

2017 through October 1, 2018.

2.1.3.1. PRE-FILING TCJA AMOUNTS. The Pre-Filing TCJA Amounts, including the

gross up for income taxes prior to interest, are as provided in Attachment C, Table 2.

2.1.3.2. PRE-FILING TCJA AMORTIZATIONS REVERSAL. If and to the extent the
Commission reverses, in a final, non-appealable decision, its determination in Docket No.
RM19-5 that pre-tariff filing TCJA impacts must be flowed through formula rates, or if and to

the extent a final, non-appealable decision in the Catch-Up FAS 109 Proceedings determines



that Pre-Filing TCJA Amortization need not be flowed through formula rates, the Settling
Parties agree that the Exelon Companies may recover the Pre-Filing TCJA Amortization
specified in Section 2.1.3.1, above, plus interest, from customers through a one-time

adjustment applied at the next formula rate annual update following such determination.

2.1.4. TCJA WORKSHEETS. The revised Formula Rate Templates under this Settlement,
included as Attachment B, incorporate worksheets that address excess and deficient ADIT
resulting from the TCJA, and thus when populated will identify: (1) how any ADIT accounts
were re-measured and the excess or deficient ADIT contained therein; (2) the amount of
excess or deficient ADIT recorded in Accounts 182.3 (Other Regulatory Assets) and 254
(Other Regulatory Liabilities); (3) whether the excess or deficient ADIT is protected or
unprotected (and further broken down as appropriate, as between unprotected property or
unprotected non-property); (4) the accounts to which the current year amortization of the
excess or deficient ADIT is recorded; and (5) the amortization periods of the excess or
deficient ADIT being returned or recovered through the rates. When populated, the
worksheets will also identify each specific source of the excess or deficient ADIT and list the
amortization period associated with each classification or source. In addition, the populated
worksheets will provide: (1) supporting documentation necessary to justify the amortization
periods and/or reference to the order or agreement in which the amortization periods used were
authorized for the amounts at issue; and (2) supporting documentation for the excess and

deficient ADIT inputs to the worksheets as part of the annual update process.

2.2. EXISTING NON-TCJA TAX RATE CHANGES. With respect to non-TCJA tax

rate changes that went into effect prior to October 1, 2018:



2.2.1. EXISTING NON-TCJA BALANCES. The transmission-related portion of the
unamortized excess and deficient ADIT balances resulting from changes in income tax
rates unrelated to the TCJA, as of September 30, 2018, broken out to show protected
property, unprotected property, and unprotected non-property, are set out in Attachment C,

Table 3.

2.2.2. EXISTING NON-TCJA AMORTIZATION. The unamortized excess and deficient
ADIT balances set forth in Attachment C, Table 3 will be amortized using the amortization

periods specified in Section 2.1.1 above.

2.3. FUTURE TAX RATE CHANGES. New income tax rate changes (including local,
state, and federal income tax rate changes) effective on or after October 1, 2018 (“New

Tax Rates™) will be addressed as follows:

2.3.1. AUTOMATIC REFLECTION AND AMORTIZATION OF NEW TAX RATES.
New Tax Rates will automatically be reflected in the tariff and, as discussed in 2.3.2, the
ADIT balances will be re-measured to determine the amount of excess or deficient ADIT
resulting from the New Tax Rates. Amortization of any excess or deficient ADIT
associated with the New Tax Rates will be applied in the next formula rate annual update
and that update will reflect the full amortization from the re-measurement date of the New
Tax Rates, subject to review and challenge in the formula rate annual update process
(including, but not limited to, the amount of excess and/or deficient ADIT, the re-measured
ADIT balances, categorizations and functionalizations, appropriateness of adjustments to
the final tax returns for the period, and compliance with IRS regulations). The

amortization periods specified in Section 2.1.1 will be used to compute the amount of



amortization that will be included as adjustments to the ITA in the rates unless changes in
amortization periods are required by FERC order, IRS regulation or ruling, or statute.
Unless so required, any proposal to use different amortization periods from those specified
in Section 2.1.1 will require an FPA Section 205 or FPA Section 206 filing.
Notwithstanding the foregoing, in the first annual update after the implementation of New
Tax Rates by ComEd, customers of ComEd may dispute the ComEd amortization period

for unprotected property for that New Tax Rate as part of a challenge to the update.’

2.3.2. INITIAL BALANCES AND CATEGORIZATION OF NEW TAX RATES. In the
first annual update after the implementation of New Tax Rates, the worksheets, that are
incorporated into the revised Formula Rate Templates included as part of this Settlement
as Attachment B, will be populated showing: (1) how any ADIT accounts were re-
measured and the excess or deficient ADIT resulting from the New Tax Rate; (2) the
accounting for any excess or deficient ADIT in Accounts 182.3 (Other Regulatory Assets)
or 254 (Other Regulatory Liabilities); (3) whether the excess or deficient ADIT is
protected or unprotected (and further broken down, as appropriate, between unprotected
property or unprotected non-property); (4) the accounts to which the amortization of the
excess or deficient ADIT is recorded; and (5) the amortization period of the excess or
deficient ADIT being returned or recovered through the rates. The worksheets will also
identify each specific source of the excess or deficient ADIT and list the amortization
period associated with each classification or source. In addition, the Exelon Companies

will provide: (1) reference to the order or agreement in which the amortization periods

3 Consistent with ComEd’s formula rate protocols, ComEd has the burden with respect to such a
challenge.



used were authorized for the amounts at issue or supporting documentation necessary to
justify a revision to the agreed upon amortization periods; and (2) supporting
documentation for the excess and deficient ADIT inputs to the worksheets as part of the

annual update process.

2.4. FLOW-THROUGH AMOUNTS.

2.4.1. UNAMORTIZED FLOW-THROUGH BALANCES. The transmission-related portion
of unamortized balances of excess or deficient ADIT related to Flow-Through accounting, as

of September 30, 2018, are provided in Attachment C, Table 4.

2.4.2. AMORTIZATION PERIODS. The unamortized Flow-Through balances as of
September 30, 2018 will be amortized over the time periods specified in Attachment C, Table

5.

2.4.3. NEW FLOW-THROUGH AMOUNTS. No amortization or recovery of new flow-

through amounts will be permitted absent an FPA Section 205 or FPA Section 206 filing.

2.5. AFUDC EQUITY.

2.5.1. AFUDC EQUITY BALANCES. The unamortized balances of the transmission-related

AFUDC Equity as of September 30, 2018, are provided in Attachment C, Table 6.

2.5.2. AMORTIZATION. The Exelon Companies may recover through an adjustment
through their ITAs in their Formula Rate Templates an amount equal to the tax effect of the
non-deductibility (for federal and state income tax purposes) of Equity AFUDC amounts

included as part of annual book depreciation expense in their annual update filings.



2.5.3. NEW AFUDC EQUITY AMOUNTS. New AFUDC Equity amounts will
automatically flow through the rate as part of the annual book depreciation expense of the new
AFUDC Equity balances in the same manner as provided in 2.5.2., and shall be subject to
review and challenge in the formula rate annual update process. Each annual update will

include a workpaper identifying new AFUDC Equity originations included in the update.

2.5.4. DEPRECIATION RATE STUDIES . Within five years of the effective date of the
Settlement Agreement, and at least once every five years thereafter, each Exelon Company
will file a new depreciation study pursuant to FPA Section 205 and request approval of its
depreciation rates (unless the company has otherwise submitted an FPA Section 205 rate filing
that addresses its depreciation rates in the prior five years). This commitment will be reflected

as a note in each Exelon Company’s Formula Rate Template.

2.6. OTHER TEMPORARY OR PERMANENT DIFFERENCES. A new FPA Section 205
rate filing by an Exelon Company or FPA Section 206 rate filing by other entities or initiated by
the Commission sua sponte will be required before that Exelon Company may reflect in its
formula rate template expenses disallowed by the TCJA or any FAS 109 amounts other than the
amortizations of the unamortized balances of excess and deficient ADIT related to the TCJA,

New Tax Rates, Flow-Through Amounts, and AFUDC Equity, specified herein.

2.7. OTHER ISSUES.

2.7.1. NET OPERATING LOSS (NOL) ADIT. Any federal NOL related to the TCJA which
has been previously determined to be Protected by performing the “with and without test” has
been classified as Protected and amortized using Average Remaining Life (“ARL”). The

applicable Exelon Company will classify any future NOL ADIT as protected or unprotected at
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the time of remeasurement following any New Tax Rate change(s) upon performing the “with
and without test.” Any future NOL ADIT that is determined to be related to accelerated
depreciation upon performing the “with and without test” will be classified as protected and
amortized using ARL or ARAM, but ARAM may only be used to the extent the Exelon
Company confirms that it has the capability to tie NOL to specific property. Future NOLs that
are not related to accelerated depreciation shall be classified as unprotected and amortized over
the same period as unprotected property as identified in Attachment C, Table 1. Such

treatment will apply for each NOL ADIT, absent a change in IRS guidance on this issue.

2.7.2. COST OF REMOVAL (COR) ADIT. Any federal COR ADIT related to the TCJA for
which the net salvage values are included in the Depreciation Study have been and will
remain classified as protected, absent a change in IRS guidance on this issue, and amortized
using ARAM. The future COR ADIT amounts that are not related to the net salvage values
included in the then current Depreciation Study will be classified as unprotected and amortized

over the same period as unprotected property as identified in Attachment C, Table 1.

2.7.3. ASSET RETIREMENT OBLIGATIONS (ARO) AND REGULATORY
ASSETS/LIABILITIES. The Exelon Companies will not include any ADIT or excess/deficient
ADIT relating to AROs or regulatory asset/liabilities (other than FAS 109 regulatory

asset/liabilities as authorized in this settlement) absent prior Commission approval.

2.7.4. IRS OR TAX GUIDANCE CHANGES. Categorization of items as protected or
unprotected will remain as reflected in the attached workpapers that contains the
categorizations absent a change in IRS guidance with respect to that item. Unamortized

excess and deficient ADIT balances associated with changes in income tax rates will not be

10



adjusted (except for amortization each year) absent audit adjustments, amendments to income
tax returns, or change(s) in IRS guidance. Parties also retain their rights under FPA Section

205 and FPA Section 206 to seek changes to the categorizations.

2.8.  WORKPAPERS AND FORMULA RATE. Each annual update will include the
following workpapers, in addition to the worksheets that are part of the Formula Rate

Templates themselves:

2.8.1. ACCUMULATED DEFERRED INCOME TAX SUPPORT. Work papers that provide

additional detail with respect to the ADIT balances reported in Tab 1 of the Formula Rate.

2.8.2. AFUDC EQUITY DEPRECIATION. Supporting work paper for the origination and

depreciation of AFUDC Equity amounts.

2.8.3. ASSET RETIREMENTS. Informational work papers that provide additional detail

regarding the tax treatment of annual plant retirements and / or dispositions.

ARTICLE III

3.1 TARIFF CHANGES. Effective June 1, 2020, the Formula Rate Templates included as
Attachment B to this Settlement Agreement shall replace and supersede the Formula Rate

Templates currently included in the PJM OATT.* Attachment A to this Settlement Agreement

* The Formula Rate Templates for ACE and Delmarva include, in italics, language relating to the
rate treatment of Materials and Supplies (“M&S Language”) that is currently pending before the
Commission in Docket Nos. ER20-1187 (ACE) and ER20-1188 (Delmarva). The M&S
Language will only be used in determining ACE and Delmarva’s Annual Transmission Revenue
Requirements (ATRRSs) consistent with the effective dates established by the Commission in
Docket Nos. ER20-1187, and ER20-1188. ACE and Delmarva acknowledge and agree that the
M&S Language is subject to the rulings of the Commission in Docket Nos. ER20-1187 and

11



shows in redline/strikeout the agreed-upon changes to the Formula Rate Templates. Within
thirty (30) days following the Settlement Effective Date, the Exelon Companies shall submit the
tariff records included in Attachments A and B to FERC through eTariff as a compliance filing,
to be effective on June 1, 2020. The Parties shall not oppose or protest a filing made by the
Exelon Companies in conformity with this Section 3.1.°

3.2 REFUNDS. In the event this Settlement Agreement becomes effective in accordance with
Section 4.3, each of the Exelon Companies will make refunds to their customers for the January
1, 2018 through December 31, 2018 accounting period which will be a one-time adjustment
which includes a gross-up for income taxes, by reducing the otherwise applicable transmission

revenue requirement in their 2020 Formula Rate Annual Updates by the following amounts:®

ER20-1188, and that certain Parties have not agreed to the M&S Language. If the M&S
Language is modified or rejected in Docket Nos. ER20-1187 and ER20-1188, ACE and
Delmarva will make a compliance filing to conform the M&S Language as required by the
orders in those dockets. This settlement does not resolve the M&S language and Parties remain
free to take any position in Docket Nos ER20-1187 and ER20-1188 concerning the amendments
in those dockets. ACE and Delmarva agree to hold customers harmless from inclusion of the
M&S Language in the Formula Rate Templates so that the ultimate amounts charged are
consistent with the orders and outcome in Docket Nos. ER20-1187 and ER20-1188.

> Concurrent with the filing of this Settlement Agreement, Pepco is filing a settlement agreement
in FERC Docket No. ER19-1475 that settles various other issues relating to Pepco’s rates.
Because both settlements are being filed simultaneously, and apply to overlapping rate periods,
the tariff sheets for Pepco are being submitted in Docket No. ER19-1475 and thus are not
attached here. Those tariff sheets incorporate both the agreed changes relating to FAS 109 as
well as the changes that have been agreed to in Docket No. ER19-1475. Pepco will formally file
its tariff amendments through eTariff in Docket No. ER19-1475, with a similar request for
interim rate relief, and such filing will satisfy its obligations in this docket. The Parties agree not
to oppose or protest the filings made by Pepco in conformity with this footnote.

® The values in the table are calculated in Attachment C, Table 7, which is being filed with this
Settlement Agreement.
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Company | Principal amount of reduction | Interest Total reduction with
to 2020 revenue requirement interest

ACE ($15,500,960) $(1,738,843) $(17,239,803)

BGE ($13,275,522) (1,489,201) (14,764,723)

ComEd ($11,667,672) (1,308,838) (12,976,510)

Delmarva | ($14,229,531) (1,596,219) (15,825,750)

Pepco ($14,098,605) (1,581,532) (15,680,136)

These amounts will be specifically identified in the Exelon Companies’ respective 2020
Annual Updates, which will include a notation to identify the credit. These reductions include
all principal and interest associated with the refunds, so no additional principal or interest shall
be added to the refunds.

In addition to the refunds specified in the table above, the Exelon Companies will apply
the new Formula Rate Templates and the Rate Principles in Article III of this Settlement
Agreement in calculating the true-up of rates charged the prior year that will be calculated as part
of the 2020 Annual Update, with interest as provided in the Formula Rate Templates for true-up
amounts.

3.3  UNCONTESTED MOTION FOR INTERIM RATES AND EXPEDITED
CONSIDERATION. Simultaneously with filing of this Settlement Agreement, the Exelon
Companies shall file with the Chief Administrative Law Judge an Uncontested Motion for
Interim Rates and Expedited Consideration, requesting an order by May 1, 2020 that would put

the tariff changes as provided in Section 3.1 into effect on an interim basis allowing their use for
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the computations in the 2020 Annual Updates to be submitted by the Exelon Companies’, and
further provide that the Refunds provided in Section 3.2 will be put into effect on an interim
basis and included in the 2020 Annual Updates. The Uncontested Motion for Interim Rates and
Expedited Consideration will request a shortened response time for answers to the motion. The
Exelon Companies shall be authorized to represent that all Parties support granting the
Uncontested Motion for Interim Rates and Expedited Consideration and the shortened response
time for answers. In the event that the Commission rejects this Settlement Agreement or a Party
timely files a notice described in Section 4.3 objecting to a condition or modification ordered by
the Commission, a correction will be applied in the next annual update to restore the originally
filed rates, refunding or surcharging with interest any amounts that were collected or refunded
that were different from the originally filed rate.

3.4 DOCKET NO. RM19-5 COMPLIANCE FILING OBLIGATIONS. The Exelon
Companies will file a motion seeking to delay the due date of their compliance filing obligations
pursuant to Order No. 864 until thirty days after the Commission acts on this Settlement and may
indicate that all the Parties support or do not oppose that motion. The Parties agree that the
revisions to the Formula Rate Templates and other agreements herein are intended to fully
address the Exelon Companies’ compliance filing obligations under Order No. 864 and believe
that Commission acceptance of the Settlement Agreement will resolve those compliance filing
obligations. In the event that the Commission does not extend the due date for the Exelon
Companies’ Order No. 864 compliance filings, and if the Commission rejects this Settlement
Agreement, or a Party timely files a notice described in Section 4.3 objecting to a condition or

modification ordered by the Commission, the Exelon Companies may, within 30 days, submit

7 Expected to be submitted as informational filings on or before May 15, 2020
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revised RM19-5 compliance filings, and all Parties will be free to respond to those compliance
filings.

3.5 REHEARING. In the event that this Settlement Agreement becomes effective pursuant
to Section 4.3, all requests for rehearing and clarification in the FAS 109 Proceedings will be
deemed withdrawn. In the event that the Commission rejects this Settlement Agreement or a
Party timely files a notice described in Section 4.3 objecting to a condition or modification
ordered by the Commission, then the Parties may withdraw the request that the Commission hold
in abeyance such rehearing requests and requests for clarification.

3.6  PENDING LITIGATION. The Settling Parties agree that the Settlement Agreement, once
made effective, resolves all issues in the FAS 109 Proceedings. Parties remain free to pursue
issues in any other proceedings, including in the Catch-Up FAS 109 Proceedings, and in Docket
RM19-5, except as expressly provided in this Settlement Agreement.

3.7 2019 ANNUAL UPDATES. The Settlement Agreement, once made effective, resolves
all challenges to FAS 109 pertaining to Flow-through amounts, AFUDC Equity amounts, and tax
rate change amounts in the 2019 Annual Update and the 2019 excess/deficient amounts will be
reflected in the 2019 true-ups as part of the 2020 Annual Updates. Any such challenges that are
pending will be withdrawn and no new challenge to the 2019 Annual Updates can be filed
pertaining to these items. The deadline for challenges to FAS 109 Amounts in the 2019 Annual
Updates for ACE, Delmarva, and Pepco is tolled until the Settlement Agreement is made
effective or is rejected.

3.8 POST-2019 ANNUAL UPDATES. The Settlement Agreement does not resolve disputes
concerning post-2019 Annual Updates by any of the Exelon Companies, except that the

companies shall adhere to the balance amounts that have been agreed to as specified in Sections
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2.1.2,2.1.3.1,2.4.1, and 2.5.1 and in Tables 1-6 of Attachment C and the calculation of interest
as specified in the table in Section 3.2, which are referenced therein, and no entity may challenge

those balance amounts or interest amounts in annual updates.

ARTICLE IV

4.1. SCOPE OF THE AGREEMENT. This Settlement Agreement constitutes the entire
agreement among the Settling Parties with respect to the subject matter addressed herein, and
supersedes any and all prior or contemporaneous representations, agreements, instruments and
understandings between them, whether written or oral. There are no other oral understandings,
terms, or conditions, and none of the Settling Parties has relied upon any representation, express
or implied, not contained in this Settlement Agreement.

4.2. NON-SEVERABILITY. The Parties agree and understand that the various provisions of
this Settlement Agreement are not severable and shall not become operative unless and until this
Settlement Agreement and the revised tariff records provided for herein become effective as
described in Section 4.3.

4.3. EFFECTIVENESS OF SETTLEMENT AGREEMENT. This Settlement Agreement
shall become effective thirty (30) days after (a) the Commission accepts or approves this
Settlement Agreement without condition or modification by Final Order, or (b) the Commission
accepts or approves this Settlement Agreement with condition(s) or modification(s) by Final
Order, if no Party files notice with the Commission within fifteen (15) days of the acceptance or
approval of the Settlement Agreement stating that it objects to such condition(s) or
modification(s). If any Party files such notice, the Settlement Agreement shall be null and void
and of no force or effect, and the Parties shall be deemed to have reserved all of their respective

rights and remedies in this proceeding. For purposes of this Settlement Agreement, an order
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shall be deemed to be a “Final Order” as of the date rehearing is denied by the Commission, or if
rehearing is not sought, the date on which the right to seek Commission rehearing expires.
(While the Settlement Effective Date will likely be after June 1, 2020, the effective date of the
Formula Rate amendments under this Settlement, assuming it is made effective, will be June 1,
2020).

4.4. RESERVATIONS. Notwithstanding the provisions of Section 4.3, the provisions of
Sections 4.6 and 4.7 shall become effective upon execution of the Settlement Agreement.

4.5. NO PRECEDENT. This Settlement Agreement is submitted pursuant to Rule 602 of the
Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.602 (2020), and is inadmissible
as evidence in any proceeding except a proceeding involving a claim of breach of, or an effort to
enforce, this Settlement Agreement. No element of this Settlement constitutes precedent or
should be deemed “settled practice” as that term was interpreted in Public Service Commission of
New Yorkv. FERC, 642 F.2d 1335 (D.C. Cir. 1980). It is further understood and agreed that this
Settlement Agreement constitutes a negotiated agreement with multiple elements of
consideration and, except as explicitly set forth herein, no Settling Party shall be deemed to have
approved, accepted, agreed or consented to any principle or position by entering into this
Settlement Agreement..

4.6. SETTLEMENT DISCUSSIONS. The discussions between and among the Parties that
have produced this Settlement Agreement have been conducted with the explicit understanding,
pursuant to Rule 602 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.602
(2020), that all offers of settlement and discussions relating thereto shall be privileged and
confidential, shall be without prejudice to the position of any Party, or participant presenting any

such offer or participating in any such discussion, and are not to be used in any manner in
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connection with this proceeding, any other proceeding, or otherwise, except to the extent
necessary to enforce its terms. Notwithstanding the foregoing, the Parties agree that the terms of
the settlement may be shared with the participants in the ER19-1475 proceeding (namely, Pepco,
SMECO, DC OPC, MD OPC, FERC Trial Staff and the Settlement Judge) to ensure conforming
changes to the ER19-1475 settlement.

4.7. FURTHER ASSURANCES. Each Party shall cooperate with, and shall not take any
action inconsistent with: (i) the filing of this Settlement Agreement with the Commission, and
(i1) efforts to obtain Commission acceptance or approval of this Settlement Agreement without
change or condition. No Party shall take any action that is inconsistent with the provisions of
this Settlement Agreement. Without limitation of the foregoing, no Party may submit a section
205 or 206 filing under the FPA to change the deferred tax provisions of the Formula Rates
while this Settlement Agreement is pending before the Commission for approval, nor may any
Party support such a request by another entity.

4.8. WAIVER. No provision of this Settlement Agreement may be waived except through a
writing signed by an authorized representative of the waiving Settling Party or the waiving
Settling Parties. Waiver of any particular provision of this Settlement Agreement shall not be
deemed to waive any other provision or provisions hereof.

4.9. MODIFICATIONS/STANDARD OF REVIEW. Unless the Settling Parties otherwise
agree in writing, any modification to this Settlement Agreement proposed by a Party after the
Settlement Agreement has become effective in accordance with Section 4.3 shall, as between the
Parties, be subject to the “public interest” standard of review set forth in United Gas Pipe Line
Co. v. Mobile Gas Service Corp., 350 U.S. 332 (1956) and Federal Power Commission v. Sierra

Pacific Power Co., 350 U.S. 348 (1956) (the Mobile-Sierra doctrine), as clarified in Morgan
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Stanley Capital Group, Inc. v. Public Utility District No. 1 of Snohomish County, Washington,
554 U.S. 527 (2008) and refined in NRG Power Marketing, LLC v. Maine Public Utilities
Commission, 558 U.S. 165, 174-75 (2010). The standard of review for any modifications to this
Settlement Agreement requested by a non-Party or initiated by the Commission acting sua
sponte will be the most stringent standard permissible under applicable law. See NRG Power
Mktg., LLC v. Maine Pub. Utils. Comm’n, 558 U.S. at 174-75.

4.10. SUCCESSORS AND ASSIGNS. This Settlement Agreement is binding upon and for the
benefit of the Settling Parties and their successors and assigns.

4.11. CAPTIONS AND REFERENCES TO SECTIONS. The captions in this Settlement
Agreement are for convenience of reference only and are not a part of this Settlement Agreement
and do not in any way limit or amplify the terms and provisions of this Settlement Agreement
and shall have no effect on its interpretation. Unless otherwise indicated, references to
“Sections” in this Settlement Agreement refer to sections in this Settlement Agreement and
references to “Articles” in this Settlement Agreement refer to articles in this Settlement
Agreement.

4.12. AMBIGUITIES NEUTRALLY CONSTRUED. This Settlement Agreement is the result
of negotiations among, and has been reviewed by, each Settling Party and its respective counsel.
Accordingly, this Settlement Agreement shall be deemed to be the product of each Settling Party,
and no ambiguity shall be construed in favor of or against any Settling Party based on authorship
of this Settlement Agreement.

4.13. AUTHORIZATION. Each person executing this Settlement Agreement on behalf of a

Settling Party represents and warrants that he or she is duly authorized and empowered to act on
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behalf of, and to authorize this Settlement Agreement to be executed on behalf of, the Settling
Party that he or she represents.

4.14. NOTICES. All notices, demands, and other communications hereunder shall be in
writing and shall be delivered to each Settling Party’s “Corporate Official” as found on the
Commission’s website at http://www.ferc.gov/docs-filing/corp-off.asp or the representative(s) of
each Settling Party included on the official service list in the FAS 109 Proceedings. Notices will
also be provided to the persons on the Commission’s official service list in the FAS 109
Proceedings.

4.15. COUNTERPARTS. This Settlement Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original and all of which together shall be
deemed to be one and the same instrument.

4.16 SECTION 205 AND 206 FILINGS. Except as expressly provided in this Settlement
Agreement, nothing contained herein shall be construed as affecting in any way the right of any
of the Exelon Companies unilaterally to make an application of any type to the Commission to
modify prospectively, in whole or in part, their Formula Rates under Section 205 of the FPA, or
to oppose any filing made or action taken under Section 206 of the FPA. Except as expressly
provided in this Settlement Agreement, nothing contained herein shall be construed as affecting
in any way the right of the Commission, any Party, or any other entity to unilaterally make an
application of any type to the Commission to modify prospectively, in whole or in part, the
Formula Rates under Section 206 of the FPA, or to oppose any filing made under Section 205 of

the FPA.
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IN WITNESS WHEREOF, the Settling Parties execute this Settlement Agreement.
BALTIMORE GAS AND ELECTRIC CO.

By: Mm.b CJG.M_ Date: 04/22/2020

COMMONWEALTH EDISON CO.

By: Date:

ATLANTIC CITY ELECTRIC CO.; DELMARVA POWER & LIGHT CO.;
POTOMAC ELECTRIC POWER CO.,

By: Date:

DELAWARE MUNICIPAL ELECTRIC CORPORATION, INC.

By: Date:

MARYLAND OFFICE OF PEOPLE’S COUNSEL

By: Date:

NEW JERSEY DIVISION OF RATE COUNSEL

By: Date:

OFFICE OF THE PEOPLE’S COUNSEL OF THE DISTRICT OF COLUMBIA

By: Date:

PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA

By: Date:

SOUTHERN MARYLAND ELECTRIC POWER COOPERATIVE, INC.

By: Date:




IN WITNESS WHEREOF, the Settling Parties execute this Settlement Agreement.
BALTIMORE GAS AND ELECTRIC CO.

By: Date:

COMMONWEALTH EDISON CO.

By: C.ﬂ-/( /U‘&/ L Date: 4/22/20

ATLANTIC CITY ELECTRIC CO.; DELMARVA POWER & LIGHT CO.;
POTOMAC ELECTRIC POWER CO.,

By: Date:

DELAWARE MUNICIPAL ELECTRIC CORPORATION, INC.

By: Date:

MARYLAND OFFICE OF PEOPLE’S COUNSEL

By: Date:

NEW JERSEY DIVISION OF RATE COUNSEL

By: Date:

OFFICE OF THE PEOPLE’S COUNSEL OF THE DISTRICT OF COLUMBIA

By: Date:

PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA

By: Date:

SOUTHERN MARYLAND ELECTRIC POWER COOPERATIVE, INC.

By: Date:




IN WITNESS WHEREOF, the Settling Parties execute this Settlement Agreement.

BALTIMORE GAS AND ELECTRIC CO.

By: Date:
COMMONWEALTH EDISON CO.
By: Date:

ATLANTIC CITY ELECTRIC CO.; DELMARVA POWER & LIGHT CO.;
POTOMAC ELECTRIC POWER CO.,

By: @‘ W\Q‘f"/ Date:

DELAWARE MUNICIPAL ELECTRIC CORPORATION, INC.

By: Date:

MARYLAND OFFICE OF PEOPLE’S COUNSEL

By: Date:

NEW JERSEY DIVISION OF RATE COUNSEL

By: Date:

OFFICE OF THE PEOPLE’S COUNSEL OF THE DISTRICT OF COLUMBIA

By: Date:

PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA

By: Date:

SOUTHERN MARYLAND ELECTRIC POWER COOPERATIVE, INC.

By: Date:




IN WITNESS WHEREOF, the Settling Parties execute this Settlement Agreement.
BALTIMORE GAS AND ELECTRIC CO.

By: Date:

COMMONWEALTH EDISON CO.

By: Date:

ATLANTIC CITY ELECTRIC CO.; DELMARVA POWER & LIGHT CO.;
POTOMAC ELECTRIC POWER CO.,

By: Date:

DELAWARE MUNICIPAL ELECTRIC C ORATION, INC.

Date: ' 0,? ﬁ

MARYLANDWOFFICE OF PEOPLE’S COUNSEL

By: Date:

NEW JERSEY DIVISION OF RATE COUNSEL

By: Date:

OFFICE OF THE PEOPLE’S COUNSEL OF THE DISTRICT OF COLUMBIA

By: Date:

PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA

By: Date:

SOUTHERN MARYLAND ELECTRIC POWER COOPERATIVE, INC.

By: Date:




IN WITNESS WHEREOF, the Settling Parties execute this Settlement Agreement.
BALTIMORE GAS AND ELECTRIC CO.

By: Date:

COMMONWEALTH EDISON CO.

By: Date:

ATLANTIC CITY ELECTRIC CO.; DELMARVA POWER & LIGHT CO.;
POTOMAC ELECTRIC POWER CO.,

By: Date:

DELAWARE MUNICIPAL ELECTRIC CORPORATION, INC.

By: Date:

MARYLAND OFFICE OF PEOPLE’S COUNSEL

By: Date:

NEW JERSEY DIYAIISION OF RATE COUNSEL
/\M{Z Date: i‘l_#i 0LV

OFFICE OF THE PEOPIE—E’S COUNSEL OF THE DISTRICT OF COLUMBIA

] e i \ 197
By: < vf’ ;17""’“ Date: 77~ !sq?.’z{rlb Ll

PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA

By: Date:

SOUTHERN MARYLAND ELECTRIC POWER COOPERATIVE, INC.

By: Date:




IN WITNESS WHEREOF, the Settling Parties execute this Settlement Agreement.
BALTIMORE GAS AND ELECTRIC CO.

By: Date:

COMMONWEALTH EDISON CO.

By: Date:

ATLANTIC CITY ELECTRIC CO.; DELMARVA POWER & LIGHT CO.;
POTOMAC ELECTRIC POWER CO.,

By: Date:

DELAWARE MUNICIPAL ELECTRIC CORPORATION, INC.

By: Date:

MARYLAND OFFICE OF PEOPLE’S COUNSEL

By: Date:

NEW JERSEY DIVISION OF RATE COUNSEL

By: Date:

OFFICE OF THE PEOPLE’S COUNSEL OF THE DISTRICT OF COLUMBIA

By: Date:

PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA

By: Date:

SOUTHERN MARYLAND ELECTRIC POWER COOPERATIVE, INC.

By: Date: 052 22 /2820
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Document Accession #: 20190722-5096 Filed Date: 07/22/2019

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

PJM Interconnection, L.L..C. ) Docket Nos. ER17-1519-000
ER17-1519-001

SETTLEMENT AGREEMENT

This Settlement Agreement (“Settlement Agreement”) is made pursuant to Rule
602 of the Rules of Practice and Procedure of the Federal Energy Regulatory
Commission (“Commission” or “FERC”), 18 C.F.R. § 385.602 (2018), by and among
PECO Energy Company (“PECO”), Pennsylvania Office of Consumer Advocate (“PA
OCA”), and Philadelphia Area Industrial Energy Users Group (“PAIEUG”) (each a
“Settling Party” and all collectively, the “Settling Parties”). The Settling Parties enter
into the Settlement Agreement to resolve, upon the Commission’s approval of this
Settlement Agreement without condition or modification unacceptable to the Settling
Parties, all issues in Docket No. ER17-1519 and all sub-dockets thereto.

ARTICLE 1

1.1 Definitions. The following terms have the meanings set forth herein:
“ADIT” means Accumulated Deferred Income Taxes.
“Attachment H-7 means pages 1 through 5 of the Formula Rate Template.
“ATRR” means the Annual Transmission Revenue Requirement.
“Formula Rate” means the provisions contained in Attachments H-7A (“Formula

Rate Template”), H-7B (“MDTAC”), and H-7C (“Protocols”) of the PJIM OATT.
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“OATT ATT” means an Attachment to the PJM OATT.

“PA OCA” means Pennsylvania Office of Consumer Advocate.

“PAIEUG” means Philadelphia Area Industrial Energy Users Group.

“PECO” means PECO Energy Company.

“PJM” means PJM Interconnection, L.L.C.

“PIM OATT” means the PJM Open Access Transmission Tariff.

“Rate Moratorium Period” means the period December 1, 2017 through December
31,2021.

“Settlement Effective Date” means the date the Settlement Agreement becomes
effective in accordance with Section 3.3 of the Settlement Agreement.

ARTICLE 1T

2.1  Tariff Records. The Formula Rate is comprised of the following four tariff
records:
(a) OATT ATT H-7 (NITS Rate),
(b) OATT ATT H-7A (Formula Rate Template),
(¢c) OATTATT H-7B (MDTAC), and
(d) OATT ATT H-7C (Protocols).
The Settlement filing will include five tariff records, effective as follows:
(a)  OATT ATT H-7 (Version 4.0.0) will be effective December 1, 2017,
(b) OATT ATT H-7A (Version 2.0.0) will be effective December 1, 2017;
(¢) OATT ATT H-7B (Version 1.0.0) will be effective December 1, 2017;
(d) OATT ATT H-7A (Version 3.0.0) will be effective January 1, 2018; and
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2.2

(¢)  OATT ATT H-7C (Version 1.0.0) will be effective upon the effectiveness
of the Settlement Agreement as set forth in Section 3.3 of the Settlement
Agreement, such that it is being filed with a “to be determined” effective
date of 12/31/9998.!

The tariff records are being submitted by PJM through eTariff with this Settlement

Agreement. The contents of the five tariff records are reflected in Exhibits A

(NITS Rate), B-1 and B-2 (Formula Rate Templates), C (MDTAC), and D

(Protocols) to this Settlement Agreement. Exhibits B-1, B-2 and C are live Excel

spreadsheets. The eTariff filing also includes a Clean Tariff Attachment and

Marked Tariff Attachment.

Posting of Revised Rates. No later than the first day of the first full month that

begins at least 30 days after thé Settlement Effective Date, PECO shall

(i) recalculate the projected net revenue requirements posted by PECO on the PJM

website and OASIS website on or about the May 15% immediately prior to the

Settlement Effective Date, and (ii) post such recalculated projected net revenue

requirements on the PJM website and OASIS. PECO shall perform such

recalculation by applying the tariff terms as revised pursuant to the Settlement

Agreement, which revisions are shown in redline form in the Marked Tariff

Attachment to the eTariff filing. PECO will use such recalculated projected net

revenue requirements in calculating the invoices rendered for PIM OATT

I This tariff record version will be replaced with a record with the appropriate effective date in a
compliance filing to be made within 30 days of when the effective date is known.
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transmission services provided beginning with the first full month that begins at
least 30 days after the Settlement Effective Date, until such projected net revenue
requirement is superseded by a new projected net revenue requirement calculation.
Refunds for OATT ATT H-74 for December 2017. PECO shall pay refunds to its
transmission customers that pay the rate for Network Integration Transmission
Service calculated in OATT ATT H-7A in the amounts provided under this
Section 2.3 for the period December 1, 2017 through December 31, 2017. This
stipulated amount of refunds is in lieu of, and explicitly includes, all refunds to
which such transmission customers would be entitled (as well as any surcharges
for which such transmission customers would be responsible) for the period
December 1, 2017 through December 31, 2017 as a result of the effectiveness of
the revised OATT ATT H-7A rates provided for in this Settlement Agreement.
PECO will make such refunds by reducing on a pro rata basis the otherwise
applicable Total Annual Revenue Requirements in OATT ATT H-7A, Attachment
1, column 14 in its next Annual Update after the Settlement Effective Date by
$985,093 (the “Fixed December 2017 Refund”), plus interest at the rate specified
in 18 C.F.R. § 35.19a. Such interest will begin to accrue on June 1, 2019. The
refund will be specifically identified in PECO’s Annual Update, which will

include a notation to identify the credit.?

2 For example, if the Settlement Effective Date is August 31, 2019, PECO will make refunds to
its customers that pay the rate for Network Integration Transmission Service calculated in OATT
ATT H-7A by reducing on a pro rata basis the otherwise applicable net revenue requirements in
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2.5

Surcharge for OATT ATT H-7B for December 2017. PECO shall surcharge its
transmission customers that pay the rate calculated in OATT ATT H-7B in the
amounts provided under this Section 2.4 for the period December 1, 2017 through
December 31, 2017. This stipulated amount of surcharge is in lieu of, and
explicitly includes, all surcharges for which such transmission customers would be
responsible (as well as any refunds to which such transmission customers would
be entitled) for the period December 1, 2017 through December 31, 2017 as a
result of the effectiveness of the revised OATT ATT H-7B rates provided for in
this Settlement Agreement. PECO will apply such surcharge by increasing the
otherwise applicable Annual Revenue Requirement in OATT ATT H-7B in its
next Annual Update after the Settlement Effective Date by $134,737, plus interest
at the rate specified in 18 C.F.R. § 35.19a. Such interest will begin to accrue on
June 1, 2019. The surcharge will be specifically identified in PECO’s Annual
Update, which will include a notation to identify the surcharge.
Other Refunds and Surcharges.
(a)  To the extent the rates that PECO charged for transmission service under
OATT ATT H-7A of the PJM OATT for service provided between January
1, 2018 and the date the rates provided for in the Settlement Agreement are

reflected in PECO’s invoices pursuant to Section 2.2 are greater than the

its 2020 Annual Update for OATT ATT H-7A, Attachment 1 by the sum (a) the Fixed December
2017 Refund amount and (b) interest on the Fixed December 2017 Refund from June 1, 2019
until paid.
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rates provided for in the Settlement Agreement, PECO will refund the
difference to its PJIM OATT transmission customers through the Annual
Update process performed by May 31% of each year pursuant to PECO’s
Protocols, with interest on such refunds as provided in those Protocols. To
the extent the rates that PECO charged for transmission service under
OATT ATT H-7A of the PJIM OATT for service provided between January
1, 2018 and the date the rates provided for in the Settlement Agreement are
reflected in PECO’s invoices pursuant to Section 2.2 are less than the rates
provided for in the Settlement Agreement, PECO will surcharge the
difference to its PIM OATT transmission customers through the Annual
Update process performed by May 31% of each year pursuant to PECO’s
Protocols, with interest on such surcharges as provided in those Protocols.
For the purposes of determining refunds or surcharges under 2.5(a) and per
Section 2.2 above, PECO will revise its 2019 Annual Update and 2019
projected net revenue requirements® consistent with the Settlement Formula
Rate Template (OATT ATT H-7A)* and relevant provisions of the
Settlement Protocols (OATT ATT H-7C).}

To the extent the rates that PECO charged for transmission service under
OATT ATT H-7B of the PIM OATT for service provided between January

1, 2018 and the date the rates provided for in the Settlement Agreement are

3 Section 2.2 above, filed May 10, 2019 in Docket No. ER17-1519.
# Section 2.1 above.
5 Section 2.1 above.
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reflected in PECO’s invoices pursuant to Section 2.2 are greater than the
rates provided for in the Settlement Agreement, PECO will refund the
difference to its PJM OATT transmission customers through the Annual
Update process performed by May 31% of each year pursuant to PECO’s
Protocols, with interest on such refunds as provided in those Protocols. To
the extent the rates that PECO charged for transmission service under
OATT ATT H-7B of the PIM OATT for service provided between
December 1, 2017 and the date such rates are reflected in PECO’s invoices
pursuant to Section 2.2 are less than the rates provided for in the Settlement
Agreement, PECO will surcharge the difference to its PIM OATT
transmission customers through the Annual Update process performed by
May 31% of each year pursuant to PECO’s Protocols, with interest on such
surcharges as provided in those Protocols. For the purposes of determining
refunds or surcharges under 2.5(b) and per Section 2.2 above, PECO will
revise its 2019 Annual Update and 2019 projected net revenue
requirements® consistent with the MDTAC (OATT ATT H-7B) and
relevant provisions of the Settlement Protocols (OATT ATT H-7C).8

2.6  ROE Provisions; Rate Moratorium. The Tariff changes reflected in Exhibit B-1

and B-2 of this Settlement Agreement set the ROE at 10.35%, which consists of a

base ROE of 9.85% and an RTO Participation Adder of 50 basis points. The

¢ Section 2.2 above, filed May 10, 2019 in Docket No. ER17-1519.
7 Section 2.1 above.
8 Section 2.1 above.
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Tariff changes reflected in Exhibits B-1 and B-2 of this Settlement Agreement also
include a 55.75% cap on the equity percentage of PECO’s capital structure
(“common equity cap”), and provide that if the equity percentage of PECO’s
capital structure exceeds 55.75% such that it is subject to the common equity cap,
the debt percentage of PECO’s capital structure shall be increased by the amount
by which the equity percentage of PECO’s capital structure exceeds 55.75%
(“debt offset provision™), so that the equity, preferred stock and debt percentages
of PECO’s capital structure total to 100%. The base ROE, common equity cap
and debt offset provision shall not be subject to change during the ROE
Moratorium Period, but shall be subject to change pursuant to sections 205 and
206 of the Federal Power Act (“FPA”) thereafter. No Settling Party may submit a
filing under section 205 or 206 of the FPA prior to December 31, 2021 to change
the base ROE, common equity cap, or debt offset provision, nor may any Settling
Party support such a request by another entity. Nothing in this Settlement
Agreement shall preclude any party from filing a section 206 complaint
challenging PECO’s 50-basis point RTO Participation Adder at any time and
nothing in this Settlement Agreement shall preclude other parties from opposing
such filing. Nothing in this Settlement Agreement shall preclude PECO from
making a filing under section 205 to seek approval of other ROE adders at any
time, and nothing in this Settlement Agreement shall preclude other parties from

protesting any such filing.
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2.7

Implementation of the Tax Cuts & Jobs Act of 2017. As identified in PECO’s
Annual Update Informational Filing filed in Docket No. ER17-1519-000 on May
11,2018, PECO’s Formula Rate Template calculations reflect a 21 percent
Federal corporate income tax rate effective January 1, 2018, consistent with the
Tax Cuts & Jobs Act of 2017. That tax rate reduction affected the amount of
excess/deficient deferred income tax amounts that shall be returned to, or collected
from, customers. The Formula Rate Template includes in rate base a regulatory
liability (rate base reduction) or regulatory asset (rate base increase) equal to the
average unamortized balance of PECO’s excess or deficient ADIT and reflects the
amortization of such regulatory liability or regulatory asset. Attachment 9 to the
Formula Rate Template requires PECO to state by category (Protected Property,
Non-Protected Property and Non-Protected, Non-Property) the annual balances of
the unamortized excess or deficient ADIT, the annual amortization amount and the
time periods over which PECO will amortize each category of excess or deficient

deferred income tax amounts, which are:

Excess / Deficient Balance as of December 31,

ADIT Category 2017

Amortization Period

Protected Transmission: $1,683,749;

Transmission: $79,726,712;
Electric General to be
allocated between

stributi .
Distribution and Average Rate Assumption

Property

Common to be allocated Method (ARAM)
between Distribution,
Transmission and Gas:
$11,901,494
Non-Protected $16,962,821 7-year straight-line amortization
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Excess / Deficient Balance as of December 31, Amortization Period
ADIT Category 2017
Non-Protected, Non- ($260,021) 5-year straight-line amortization
Property

2.8

For accounting purposes, the amortization of the excess or deficient ADIT shall
begin on January 1, 2018. For purposes of the Formula Rate Template, the
amortization shall be reflected as part of the true-up beginning in 2018. The
Formula Rate Template requires PECO to include the unamortized balances of the
excess or deficient ADIT categories and the monthly amortized amounts on
Attachment 9 to the Formula Rate Template until the excess ADIT has been fully
amortized.
PECQO'’s Prepaid Pension Asset. The Formula Rate Template includes PECO’s
transmission-related Pension Asset as an adjustment to rate base (Attachment H-7,
page 2, line 35). Attachment 10 to the Formula Rate Template provides that the
adjustment to rate base for the transmission-related Pension Asset is capped at $33
million. Attachment 10 to the Formula Rate Template provides that the $33
million cap may not be changed absent Commission approval granted pursuant to
section 205 or 206 of the FPA. The Formula Rate Template includes, as an
adjustment to rate base, the transmission-related ADIT and unamortized net excess
or deficient ADIT associated with the Pension Asset.

Attachment 10 to the Formula Rate Template includes an ATRR discount
for sixty (60) percent of the return associated with the transmission-related Net

Pension Asset (Pension Asset less ADIT and excess ADIT). Formula Rate
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2.9

2.10

Template Attachment 10 reflects the impact of including the transmission-related
Net Pension Asset in rate base and then computes the sixty (60) percent ATRR
Discount on the transmission-related Net Pension Asset. The Formula Rate
Template includes the Net Pension Asset ATRR Discount as a reduction to the
revenue requirement (Formula Rate Template Attachment H-7, Page 3, Line 48a).
Attachment 10 to the Formula Rate Template provides that the Pension Discount
% may not be changed absent Commission approval granted pursuant to section
205 or 206 of the FPA.

In combination, these Formula Rate Template provisions provide for PECO
to recover forty (40) percent of the ATRR associated with inclusion of the
transmission-related Net Pension Asset in rate base, subject to the cap set forth in
Formula Rate Template Attachment 10.

MDTAC. Attachment H-7B (MDTAC) includes only the income tax/(credit) for
excess deferred income taxes in the MDTAC that is related to the current year. No
income tax expense/(credit) will be included for prior year amounts that should
have been recovered in prior periods, matching the costs of plant (i.e., tax benefits
from depreciation expense) to the periods that they are reflected in rates. The
terms of Attachment H-7B limit the charge to network service customers that
serve one or more end-use customers taking distribution service from PECO under
its applicable tariff on file with the Pennsylvania Public Utility Commission.
Annual Rate Credit. PECO will provide an annual rate credit of $850,000 each

year for the period beginning January 1, 2018 and terminating on December 31,

Page 11 of 24



Document Accession #: 20190722-5096 Filed Date: 07/22/2019

2.11

2.12

2021. This credit shall be applied against the otherwise applicable Total Annual
Revenue Requirements in OATT ATT H-7A, Attachment 1, column 15a on a pro
rata basis.

Depreciation. Section IV.K of the Protocols provides that no later than March 31,
2020, and each March 31 thereafter, PECO shall submit a limited FPA section 205
filing to revise its depreciation rates for Accounts 352 through 359 and 390
through 398 and amortization rates for Account 303. The depreciation rates shall
be consistent with PECO’s recorded depreciation expense and gross plant balances
for the immediately preceding year. PECO will propose to the Commission in
such FPA section 205 filing that the new depreciation and amortization rates be
made effective such that they will be used when PECO performs its next true-up
calculation following such filing (e.g., for use by May 31, 2020 for the true up of
2019 rates in the case of the March 31, 2020 section 205 filing). Any party may
oppose PECO’s revised depreciation and amortization rates and/or its requested
effective date. The Protocols provide that when, at least once every five years,
PECO completes its depreciation study, it will file said study as part of the limited
FPA section 205 filing to which such study relates.

Service Company Costs. Section ILF.7 of the Protocols requires PECO to include
in each Annual Update a workpaper with a breakdown of the service company
costs allocated to and incurred by PECO and recognized in its Annual FERC Form
No. 1. The Protocols provide that this breakdown will show the service company

costs allocated to and incurred by PECO by Uniform System of Accounts (USofA)
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2.13

account number and expense item. The Protocols provide that this breakdown will
be reconciled to: (1) Exelon Business Services Company (BSC)’s Annual Form
60, Schedule XVII — Analysis of Billing — Associate Companies (Account 457),
Line 31 (or the equivalent line number should that line number change); and (2)

the inputs included in the annual transmission Formula Rate Template.

Adjustment to Income Tax Allowance (ITA) for Permanent Differences. The

Formula Rate Template includes, as an adjustment to the total income taxes
included in the Formula Rate Template, the differences between PECO’s income
taxes due under the federal and state calculations and the income taxes calculated
in the Formula Rate Template (“Permanent Differences”) for the transmission-
related portion of the following items: Equity AFUDC, meals and entertainment
unrelated to charitable activities, non-deductible memberships unrelated to
charitable activities, additional compensation to employee stock, and life
insurance premiums. The Protocols require PECO to include in each Annual
Update a workpaper that identifies and describes the amount of book depreciation
expense associated with AFUDC Equity and its impact on income tax expense.
The Formula Rate Template precludes PECO from adjusting its income tax
allowance for the following items: dividend received deductions, equity in
carnings of unconsolidated subsidiaries, and the rabbi trust. The Formula Rate
Template requires Commission authorization under FPA Section 205 or 206 in
order for PECO include any other Permanent Differences as an adjustment to the

income tax allowance computation in the Formula Rate.
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2.14  Regulatory Assets. The Formula Rate Template provides that PECO shall not

2.15

2.16

include any regulatory assets in rate base nor collect amortization expense related
to any regulatory assets without Commission approval granted pursuant to section
205 or 206 of the FPA.

Unfunded Reserves. The Formula Rate Template includes a reduction to rate base
for the transmission-related portion of all unfunded reserves (funds collected from
customers that (a) have not been set aside in a trust, escrow or restricted account,
(b) whose balance is collective from customers through cost accruals to accounts
that are recovered under the Formula Rate Template, and (¢) whose balance is not
offset by a balance sheet account).

Capital Balances and Cost Calculations. PECO’s transmission Formula Rate
Template utilizes 13-month average capital balances. Attachment 11 to Formula
Rate Template provides that long-term debt interest expense shall include only the
interest expense recorded in Account Nos. 427 to 430 associated with long-term
debt, and exclude gains, losses and costs related to hedges. Attachment 10 and
Attachment 5, Page 2 to the Formula Rate Template provide that the long-term
debt rate calculation will incorporate the activity in Account Nos 427, 428, 428.1,
429, 429.1 and 430. Attachment 11 to the Formula Rate Template also includes a
workpaper showing by USofA account the 13-monthly debt and capital balances
utilized in Attachment 5, Page 2 to calculate the cost of long-term debt and

capitalization structure.
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2.17  Administrative & General (A&G) Expenses. Attachment 5B, Line 4 of the
Formula Rate Template excludes the following A&G Expenses recorded in
Account No. 923 and found at Form 1 323.184.b.: (1) amortization of CAP
Shopping and Seamless Moves; (2) amortization of DSP IV Admin Costs; (3)
Miscellancous Advertising; (4) SEPA Solar Power Study; (5) PSU Sponsorship;
(6) EU IT Prepaid Meter Assess O&M; and (7) Customer Operations AMI/CI
O&M. Attachment 5B, Line 4 of the Formula Rate Template includes the
following A&G Expenses listed in Account No. 923 and found at Form 1
323.184.b.: Communications, Public Advocacy and Corporate Relations and
Government and Regulatory Affairs and Public Policy expenses. Attachment 5B,
Lines 11 and 12, of the Formula Rate Template exclude EPRI Annual
Membership Dues listed in Form 1 353.f, non-safety-related advertising included
in Account No. 930.1 found at Form 1 323.191.b and Chamber of Commerce
Dues and Civic Organization Expenses in Account No. 930.2 found at Form 1
323.192.b; and include the costs related to Project Cancellation Fees and
Remediation Expenditures (provided, that with regard to the Metal Bank
Superfund, PECO must include as a credit any receipts received from the EPA
and/or obtained through litigation with the remediation contractors related to
Metal Bank Superfund). Attachment 5B, Line 9 of the Formula Rate Template
includes Regulatory Commission Expenses directly related to transmission
service, ISO filings, or transmission siting itemized at Form 1 351.h and excludes

all other Regulatory Commission Expenses itemized at Form 1 351.h.
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2.18

2.19

2.20

Additional Specific Changes to the Formula Rate. In addition to the changes to
the Formula Rate set forth above, the Settling Parties have agreed to additional
specific changes to the Formula Rate, including the NITS Rate, Formula Rate
Template, MDTAC, and Protocols. All such changes are reflected in Exhibits A
(NITS Rate), B-1 and B-2 (Formula Rate Template), C (MDTAC), and D
(Protocols) to this Settlement Agreement.

Formula Rate Controls. To the extent there are any differences between the
description of the Formula Rate in this Settlement Agreement and the Formula
Rate itself, the Formula Rate shall control.

Reporting of Materials and Supplies in FERC Form 1. Beginning with its 2019
Annual FERC Form No. 1 filing, and in all future years, PECO will report its
Materials and Supplies balances on page 227 of its FERC Form No. Is in
accordance with applicable FERC Form No. 1 requirements as established by the
Commission. No Settling Party is waiving its rights to contend what such
requirements are or how they should be applied to PECO. The Formula Rate
Template provides that the TLF recovery percentage and cap identified in the
reference for column g (Materials and Supplies) to Attachment 4- Rate Base
Worksheet in the Formula Rate Template, will be subject to modification only
through Commission authorization under section 205 or section 206 of the Federal
Power Act. For the period prior to 2019, PECO will pay no refunds for its

inclusion in rate base of materials and supplies in the Formula Rate Template.
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3.1

3.2

33

ARTICLE III

Scope of the Agreement. The Settlement Agreement constitutes the entire
agreement among the Settling Parties with respect to the subject matter addressed
herein, and supersedes any and all prior or contemporaneous representations,
agreements, instruments and understandings between them, whether written or
oral. There are no other oral understandings, terms, or conditions, and none of the
Settling Parties has relied upon any representation, express or implied, not
contained in the Settlement Agreement.

Non-Severability. The Settling Parties agree and understand that the various

provisions of the Settlement Agreement are not severable and shall not become

operative unless and until the Settlement Agreement and the revised tariff records

provided for herein become effective as described in Section 3.3,

Effectiveness of Settlement Agreement.

(a)  When approved in its entirety without modification or condition, the
Settlement Agreement shall become effective and shall resolve all issues
and disputes in Docket No. ER17-1519 and all sub-dockets thereto, and
such dockets shall be terminated. Consistent with Section 3.3(b), the
Settlement Effective Date of this Settlement Agreement shall be: (i) the
date on which the Commission issues an order approving this Settlement
Agreement without modification or condition, or (ii) if the Commission

issues an order conditioning or modifying the Settlement Agreement,
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sixteen days after such order if no Settling Party gives notice pursuant to
Section 3.3(b).

If the Commission approves this Settlement Agreement with conditions or
modifications, any Settling Party shall have 15 days to notify the other
Settling Parties in writing that it wishes to terminate the Settlement
Agreement. If no Settling Party submits such notice, the Settlement
Agreement shall become effective with the modifications or conditions
imposed by FERC. If any Settling Party files such notice to terminate, this
Settlement Agreement shall not become effective and shall be null and
void, and no Settling Party shall be bound or prejudiced by any part of this

Settlement Agreement.

Rehearing Requests, Appeals and Orders. In the event that any person or entity

requests rehearing of an order by the FERC approving this Settlement Agreement,

or takes a judicial appeal of FERC’s order approving the Settlement Agreement,

and FERC modifies or conditions the Settlement Agreement in any manner in an

order on rehearing or as a result of a judicial appeal, the Settling Parties shall have

all of the same rights as set forth in Section 3.3(b) to terminate the Settlement

Agreement that would have applied if the Commission had modified or

conditioned its approval of the Settlement Agreement in its original order on the

Settlement Agreement.
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3.5

3.6

3.7

Reservations. Notwithstanding the provisions of Sections 3.2 and 3.3, the
provisions of Sections 3.7 and 3.8 shall become effective upon execution of the
Settlement Agreement.

No Precedent. The Settlement Agreement is submitted pursuant to Rule 602 of
the Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.602 (2018),
and is inadmissible as evidence in any proceeding, except a proceeding involving
a claim of breach of, or an effort to enforce, the Settlement Agreement. The
Settlement Agreement does not establish any rule or “settled practice” as that term
was interpreted in Public Service Commission of New York v. FERC, 642 F.2d
1335 (D.C. Cir. 1980). It is further understood and agreed that this Settlement
Agreement constitutes a negotiated agreement with multiple elements of
consideration and, except as explicitly set forth herein, no Settling Party shall be
deemed to have approved, accepted, agreed, or consented to any principle or
position in this proceeding, and none of the provisions of this Settlement
Agreement shall be cited or referred to by any party in any federal or state
proceeding as establishing any precedent or settled practice.

Settlement Discussions. The discussions between and among the Settling Parties
that have produced the Settlement Agreement have been conducted with the
explicit understanding, pursuant to Rule 602 of the Commission’s Rules of
Practice and Procedure, 18 C.F.R. § 385.602 (2018), that all offers of settlement
and discussions relating thereto shall be privileged and confidential, shall be

without prejudice to the position of any Settling Party or participant presenting any
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3.8

3.9

3.10

such offer or participating in any such discussion, and are not to be used in any
manner in connection with this proceeding, any other proceeding, or otherwise,
except to the extent necessary to enforce its terms.

Further Assurances. Each Settling Party shall cooperate with and support and
shall not take any action inconsistent with: (i) the filing of the Settlement
Agreement with the Commission, and (ii) efforts to obtain Commission
acceptance or approval of the Settlement Agreement without change or condition.
No Settling Party shall take any action that is inconsistent with the provisions of
the Settlement Agreement. Without limitation of the foregoing, no Settling Party
may submit a section 205 or 206 filing under the FPA to change PECO’s base
ROE while this Settlement Agreement is pending before the Commission for
approval, nor may any Settling Party support such a request by another entity.
Waiver. No provision of the Settlement Agreement may be waived except through
a writing signed by an authorized representative of all affected Settling Parties.
Waiver of any particular provision of the Settlement Agreement shall not be
deemed to waive any other provision or provisions hereof.
Modifications/Standard of Review. Unless the Settling Parties otherwise agree in
writing, any modification to the Settlement Agreement proposed by one of the
Settling Parties after the Settlement Agreement has become effective in
accordance with Section 3.3 shall be subject to the “public interest” application of
the just and reasonable standard of review set forth in United Gas Pipe Line Co. v.

Mobile Gas Service Corp., 350 U.S. 332 (1956) and Federal Power Commission
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3.11

3.12

3.13

v. Sierra Pacific Power Co., 350 U.S. 348 (1956) (the Mobile-Sierra doctrine), as
clarified in Morgan Stanley Capital Group, Inc. v. Public Utility District No. I of
Snohomish County, Washington, 554 U.S. 527 (2008) and refined in NRG Power
Marketing, LLC v. Maine Public Utilities Commission, 558 U.S. 165, 174-75
(2010). The standard of review for any modifications to the Settlement
Agreement requested by a non-Settling Party or non-party or initiated by the
Commission acting sua sponte will be the most stringent standard permissible
under applicable law. See NRG Power Marketing, LLC v. Maine Public Utilities
Commission, 558 U.S. 165, 174-75 (2010).

Successors and Assigns. The Settlement Agreement is binding upon and for the
benefit of the Settling Parties and their successors and assigns.

Captions and References to Sections. The captions in the Settlement Agreement
are for convenience of reference only and are not a part of the Settlement
Agreement and do not in any way limit or amplify the terms and provisions of the
Settlement Agreement and shall have no effect on its interpretation. Unless
otherwise indicated, references to “Sections” in the Settlement Agreement refer to
sections in the Settlement Agreement.

Ambiguities Neutrally Construed. The Settlement Agreement is the result of
negotiations among, and has been reviewed by, each Settling Party and its
respective counsel. Accordingly, the Settlement Agreement shall be deemed to be
the product of each Settling Party, and no ambiguity shall be construed in favor of

or against any Settling Party based on authorship of the Settlement Agreement.
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3.14 Authorization. Each person executing the Settlement Agreement on behalf of a

3.15

3.16

3.17

3.18

Settling Party represents and warrants that he or she is duly authorized and
empowered to act on behalf of, and to authorize the Settlement Agreement to be
executed on behalf of, the Settling Party that he or she represents.

Effect of Settlement. This Settlement Agreement shall operate as a full and final
settlement, release, discharge, accord, and satisfaction of all disputes, claims,
demands, liabilities, rights, and/or obligations of the Settling Parties generally and
each individual Settling Party related to or arising out of the issues in Docket No.
ER17-1519-000 and all sub-dockets thereto.

Notices. All notices, demands, and other communications hereunder shall be in
writing and shall be delivered to each Settling Party’s “Corporate Official” as
found on the Commission’s website at http://www.ferc.gov/docs-filing/corp-
off.asp or the representative(s) of each Settling Party included on the official
service lists in Docket Nos. ER17-1519-000 and ER17-1519-001.

Counterparts. The Settlement Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original and all of which
together shall be deemed to be one and the same instrument.

Section 205 and 206 Filings. Except as provided in Section 2.6 of this Settlement
Agreement, nothing contained herein shall be construed as affecting in any way
the right of PECO unilaterally to make an application of any type to the
Commission to modify, in whole or in part, its Formula Rate under section 205 of

the FPA or to oppose any filing made or action taken under section 206 of the
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FPA. Except as provided in Section 2.6 of this Settlement Agreement, nothing
contained herein shall be construed as affecting in any way the right of the
Commission, any Settling Party, or any other entity to unilaterally make an
application of any type to the Commission to modify, in whole or in part, PECO’s
Formula Rate under section 206 of the FPA, or to oppose any filing made under

section 205 of the FPA.
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IN WITNESS WHEREOPF, the Scttling Parties have caused the Settlement

Agreement to be duly executed.

PECO Energy Company

By, O Date:  7/12/19

Pennsylvania Office of Consumer Advocate

By: oo Datee

Philadelphia Area Industrial Energy Users Group

By: Date:

[Docket No. ER17-1519 Settlement Agreement — Signature Page]
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IN WITNESS WHEREOF, the Settling Parties have caused the Settlement

Agreement to be duly executed.

PECO Energy Company

By: Date:

Pennsylvania Office of Consumer Advocate

%dm‘*\m .ﬁn{‘/ Date: A 20101

Philadelphia Area Industrial Energy Users Group

By: Date:

[Docket No. ER17-1519 Settlement Agreement — Signature Page]

Page 24 of 24



Document Accession #: 20190722-5096 Filed Date: 07/22/2019

IN WITNESS WHEREOF, the Settling Parties have caused the Settlement

Agreement to be duly executed.

PECO Energy Company

By: Date:

Pennsylvania Office of Consumer Advocate

By: Date:

Philadelphia Axca Industrial Energy Users Group

By: ///m; / /LC/% 7 Date: /12 /)9

C J ST

[Docket No. ER17-1519 Settlement Agreement — Signature Page]
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PECO POPULATED FORMULA

(DOCKET NO. ER17-1519
MAY 28,2021 INFORMATION FILING
APPENDIX 2A)



ATTACHMENT H-7A
FORMULA RATE TEMPLATE
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PECO Energy Company
Attachment 5C - Taxes Other Than Income

Taxes Other Than Income

la
1b

2a
2b
2c

3a
3b
3c

Sa
5b
Sc

9a
9b

10a
10b

Plant Related, Subject to Gross Plant Allocator

Total Plant Related (Total Lines 1)

PA Real Estate Tax - 2020
Property Tax Payable

Labor Related, Subject to Wages & Salary Allocator

Total Labor Related (Total Lines 2)

Federal Unemployment

Social Security

PA Unemployment

Other Included, Subject to Gross Plant Allocator

State Use Taxes
Miscellaneous Taxes

Total Other Included (Total Lines 3)

Total Included (Lines 1 to 3)

Taxes Other Than Income Excluded Per Notes A to E

PA Gross Receipts Tax - 2019
PA Gross Receipts Tax - 2020
Sales Tax Payable

Total Excluded Taxes Other Than Income (Total Lines 5)

Total Taxes Other Than Income, Included and Excluded (Lines 4 and 5)

Total Taxes Other Income from p115.14.g

Difference (Line 6 - Line 7)

Items Included in Line 4, that Are To Be Excluded from Formula Per Attachment 5-P3 Support Note F (Enter Negative)

Total Labor Related Taxes to be Excluded (Total Lines 9)

Total Plant Related Taxes to be Excluded (Total Lines 10)

Criteria for Allocation:

A

Other taxes that are incurred through ownership of plant including transmission plant will be allocated based on the Gross Plant
Allocator. If the taxes are 100% recovered at retail they shall not be included.

Other taxes that are incurred through ownership of only general or intangible plant will be allocated based on the Wages and Salary
Allocator. If the taxes are 100% recovered at retail they shall not be included.

Other taxes that are assessed based on labor will be allocated based on the Wages and Salary Allocator.

Other taxes except as provided for in A, B and C above, that are incurred and (1) are not fully recovered at retail or (2) are

directly or indirectly related to transmission service will be allocated based on the Gross Plant Allocator; provided, however, that
overheads shall be treated as in footnote B above.

Excludes prior period adjustments in the first year of the formula's operation and reconciliation for the first year.

Page 263
Col (i)

7,122,521
5,370,397

12,492,918

56,025
12,288,043
221,694

12,565,762

834,412
3,642
838,054
25,896,734

(291,924)
135,682,362
2,714,876
138,105,314

164,002,048

164,002,048



Attachment 6
True-Up Interest Rate

PECO Energy Company
FERC
Monthly

Month (Note A) Interest Rate
1 January 0.0044
2 February 0.0040
3 March 0.0044
4 April 0.0045
5 May 0.0046
6 June 0.0045
7 July 0.0047
8 August 0.0047
9 September 0.0045
10 October 0.0046
11 November 0.0045
12 December 0.0046
13 January 0.0042
14 February 0.0039
15 March 0.0042
16 April 0.0039
17 May 0.0040
18  Average of lines 1-17 above 0.0044
Note:

A The FERC Quarterly Interest Rate in column [A] is the interest applicable to the Month indicated.

19 Year 2020
20
A B C D E F
Monthly
RTO Project Interest
Project Name Number or Zonal Amount 17 Months Rate Interest
Attachment 3, Line 18  Col.CxColD
Col. G+ Col H above x Col E
21 |Zonal Zonal (98,887) 17 0.0044 (7,337)
21a (Center Point 500-230 kV Substation Ac b0269 (2,729) 17 0.0044 (203)
21b |Center Point 500-230 kV Substation Ac b0269.10 (1,365) 17 0.0044 (1o1)
21c [Richmond-Waneeta 230 kV Line Re-cc b1591 (401) 17 0.0044 (30)
21d |Richmond-Waneeta 230 kV Line Re-cc b1398.8 (134) 17 0.0044 (10)
21e (Whitpain 500 kV Circuit Breaker Addi b0269.6 (259) 17 0.0044 (19)
21f |Elroy-Hosensack 500 kV Line Rating I b0171.1 (349) 17 0.0044 (26)
21g |Camden-Richmond 230 kV Line Rating b1590.1 and b1590.2 (1,160) 17 0.0044 (86)
21h |Chichester-Linwood 230 kV Line Upgr b1900 (2,671) 17 0.0044 (198)
21i |Bryn Mawr-Plymouth 138 kV Line Ret b0727 (1,553) 17 0.0044 (115)
21j |Emilie 230-138 kV Transformer Additi b2140 (1,440) 17 0.0044 (107)
21k |Chichester-Saville 138 kV Line Re-con b1182 (1,495) 17 0.0044 (111)
211 |Waneeta 230-138 kV Transformer Add b1717 (956) 17 0.0044 (71)
21m |Chichester 230-138 kV Transformer Acb1178 (679) 17 0.0044 (50)
21n | Bradford-Planebrook 230 kV Line Upg b0790 (145) 17 0.0044 (11)
21o |North Wales-Hartman 230 kV Line Re- b0506 (181) 17 0.0044 (13)
21p |North Wales-Whitpain 230 kV Line Re b0505 (203) 17 0.0044 (15)
21q |Bradford-Planebrook 230 kV Line Upg b0789 (198) 17 0.0044 (15)
21r [Planebrook 230 kV Capacitor Bank Ad b0206 (270) 17 0.0044 (20)
21s |Newlinville 230 kV Capacitor Bank Ad b0207 (364) 17 0.0044 (27)
21t |Chichester-Mickleton 230 kV Series R¢ b0209 (206) 17 0.0044 (15)
21u |Chichester-Mickleton 230 kV Line Re- B0264 (172) 17 0.0044 (13)
21v |Buckingham-Pleasant Valley 230 kV L: b0357 (172) 17 0.0044 (13)
21w |Elroy 500 kV Dynamic Reactive Devic b0287 (436) 17 0.0044 (32)
21x |Heaton 230 kV Capacitor Bank Additic b0208 (326) 17 0.0044 (24)
21y [Peach Bottom 500-230 kV Transformer b2694 (940) 17 0.0044 (70)
21z (Peach Bottom 500 kV Substation Upgr: b2766.2 (33) 17 0.0044 2)
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