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INTRODUCTION

Please state your name and business address.
My name is James M. Rouland. My business address is Two North Ninth Street,

Allentown, Pennsylvania 18101.

What is your current position?
I am currently the Supervisor of Energy Procurement, Settlement & Scheduling for PPL

Electric Utilities Corporation (“PPL Electric” or the “Company™).

Please describe your primary responsibilities in that position.

My primary responsibilities include managing the PPL Electric Default Service Plan
auctions and related activities, managing energy contracts and credit provisions
associated with those contracts, supervising the settlement and scheduling activities,
supervising the PPL Electric Price-to-Compare, and managing the alternative energy
credit (“AEC”) contracts and state reporting obligations associated with such contracts. |
also manage the Time-of-Use Program and manage the Company’s Net Metering

Program.

Please describe your educational experience.

I graduated from Albright College in 2005 with a Bachelor of Arts in Environmental
Policy and a Bachelor of Science in Environmental Science. | graduated from the
University of Phoenix in 2008 with a Masters of Business Administration, concentration

in Finance.
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Please describe your professional experience.

I began my career in 2005 with PPL Corporation, in the PPL Environmental Management
Department, as an Environmental Auditor and was later promoted to Lead Environmental
Auditor in 2007. In 2008, I joined PPL Development Company and was promoted to the
position of Senior Energy and Climate Change Professional. In 2009, | joined the Energy
Acquisition Department within PPL Electric as a Senior Analyst of Business Operations
Analysis. In 2012, | was promoted to Supervisor of Energy Procurement within the
Distribution Regulatory and Business Affairs Department of PPL Electric, which is my

current position.

Have you testified previously before the Commission?

Yes. | previously testified before the Commission in support of the PPL Electric’s
Petition for the Approval of a Pilot Time-of-Use Program at Docket No. P-2013-
2389572; PPL Electric’s Default Service Program and Procurement Plan for the Period
June 1, 2015 through May 31, 2017, at Docket No. P-2014-2417907; PPL Electric’s 2015
base rate case, at Docket No. R-2015-2469275; and a net metering complaint at Docket

No. C-2013-2375440.

What is the purpose of your testimony?

My testimony is being submitted in support of the Petition of PPL Electric Utilities
Corporation for Approval of a Default Service Program and Procurement Plan for the
Period June 1, 2017 through May 31, 2021, filed with the Commission on January 29,

2016. Therein, PPL Electric requests approval of its fourth Default Service Program and
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Procurement Plan (“DSP IV Program”) to establish the terms and conditions under which

PPL Electric will acquire and supply Default Service or provider of last resort service

(“Default Service”), from June 1, 2017 through May 31, 2021 (the “DSP IV Program

Period”). The subjects of my testimony include the following:

A description of the background of, and essential elements of, the DSP IV
Program;

A description of the pro forma Request for Proposals Process and Rules (“RFP
Rules”) and the pro forma Default Service Supply Master Agreement (“Default
Service SMA”) which are included as Attachments A and B to the Petition,
respectively;

A description of the Time of Use (“TOU”) Program;

Compliance with the Alternative Energy Portfolio Standards Act (“AEPS Act”)
and Procurement of Alternative Energy Credits (“AEPS Credits”);

A description of changes proposed for the PPL Electric’s Standard Offer Program
(“SOP™);

A description of the Request for Proposals (“RFP”) process, including bidder
qualifications under the RFP Rules and the Default Service SMA;

The selection of the independent third-party manager to administer procurement
under the Default Service Program;

Compliance with Regional Transmission Organization (“RTO”) requirements;
and

A description of the Customer Assistance Program (“CAP”) shopping proposal.
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Q. Please describe the direct testimony submitted by the Company in this proceeding.
A. In addition to my direct testimony, the Company also has submitted the direct testimony
of the following witnesses that will explain the subject matter indicated:
e PPL Electric Statement No. 2 - the Direct Testimony of A. Joseph Cavicchi,
explaining the lessons learned from PPL Electric’s existing Default Service
Procurement Program, describing the products to be procured in the DSP IV
Program, explaining the procurement process, and describing how the DSP IV
Program meets the “Prudent Mix” and “Least Cost Over Time” requirements.
e PPL Electric Statement No. 3 - the Direct Testimony of Michael S. Wukitsch,
sponsoring and describing the statistics and data related to CAP shopping within
PPL Electric’s service territory, as well as describing the impact that CAP
shopping has on CAP credits and the CAP program costs borne by other

customers.

Mr. Rouland, are you sponsoring any exhibits in this proceeding?

Yes. | am sponsoring the Company’s Petition, including the following attachments:
Attachment A, the DSP IV RFP; Attachment B, the DSP IV SMA,; and Attachment C, the
pro forma tariff provisions for the Generation Supply Charge-1, the Generation Supply
Charge-2 and the Transmission Service Charge. The Company requests that the Petition,
together with the accompanying Attachments, be identified as PPL Electric Exhibit
Number 1. | also am sponsoring the following exhibits that are attached to my testimony:
PPL Electric Exhibit JMR-1, which is the original Third-Party SOP Services Contract

between PPL Electric and PPL Solutions, LLC (“PPL Solutions™); PPL Electric Exhibit
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JMR-2, which is Amendment 1 to the Third-Party SOP Services Contract approved in
DSP Il1; PPL Electric Exhibit JMR-3, which is a proposed amendment to the Third-Party
SOP Services Contract that extends the termination date through May 31, 2021; and PPL

Electric Exhibit JMR-4, which is the proposed SOP Binding Agreement.

BACKGROUND

Please explain why PPL Electric is filing the DSP IV Program.

Act 129 of 2008 (“Act 129”) became effective on October 15, 2008. Among other
provisions, Act 129 amended the Customer Choice Act to require EDCs, in their role as
Default Service providers, to procure supply through competitive processes utilizing a
“prudent mix” of contracts, and to offer a TOU rate option to customers with smart
meters.

Pursuant to 52 Pa. Code § 54.185, a Default Service provider must file a Default
Service program with the Commission no later than 12 months prior to the conclusion of
the currently effective Default Service program. 52 Pa. Code § 54.185(a). PPL Electric’s
current Commission-approved Default Service Program and Procurement Plan (“DSP 111
Program”) expires on May 31, 2017. To meet its statutory and regulatory Default Service
obligation after the expiration of the DSP 11 Program, PPL Electric is filing the DSP IV
Program to establish the terms and conditions under which PPL Electric will acquire and
supply Default Service during the DSP IV Program Period.

This filing represents PPL Electric’s fifth program for procurement of Default
Service Supply. The first procurement plan was known as the Competitive Bridge Plan,
or CBP, and operated for calendar year 2010. The next two plans, DSP | and DSP I,

operated for the periods of January 1, 2011 through May 31, 2013 and June 1, 2013

-5-



10

11

12

13

14

15

16

17

18

19

20

21

22

23

through May 31, 2015, respectively. The current plan, DSP Ill, operates from June 1,
2015 through May 31, 2017. PPL Electric is proposing the DSP 1V Program to establish
the terms and conditions under which PPL Electric would continue to provide Default
Service and obtain generation supply for the period beginning June 1, 2017 through May

31, 2021.

What are some of the important aspects of the DSP 111 Program that are relevant to
the DSP IV Program?

By Final Order entered January 15, 2015, the Commission approved the Company’s DSP
111 Program. Importantly, PPL Electric plans to acquire the generation supply and related
services needed to meet its Default Service obligation for the DSP IV Program Period
through procedures similar to those previously approved by the Commission and
successfully used by PPL Electric for its Default Service supply under the DSP Il
Program. The DSP IV Program incorporates the best practices and lessons learned from
the DSP 1l Program, and includes several modifications designed to better address

customer needs for the DSP 1V Program Period.

Please provide a summary of the Commission-approved DSP I11 Program.

PPL Electric’s current DSP 11l Program relies on a portfolio of fixed-price full-
requirements supplies for both the Residential and Small Commercial and Industrial
(“Small C&I”) customers. The Residential customer portfolio also includes a pre-
existing block contract for 50 MW of supply committed from January 1, 2016 through

May 31, 2021. The Residential and Small C&I product mixtures are designed around the
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purchase of fixed-price, full-requirements, load-following products with 6 and 12 month
contract terms using a laddered procurement approach. Under the laddered procurement
approach, the procurements are staggered rather than procuring all of the products at the
same time. Under the DSP 1Il Program, a 12 month product, reflecting 25% of load
requirements, net of the 50 MW long-term block product, continues in effect through
November 30, 2017. The Company conducts competitive solicitations to purchase these
Default Service products.

For its Large Commercial and Industrial (“Large C&I”) customers, PPL Electric’s
DSP 11l Program provides full-requirements, load-following power supply contracts.
This product includes an energy component priced at wholesale electricity spot market
prices on a real-time hourly basis to meet the Default Service demand of those customers
electing to receive such service.

With respect to its obligation under the AEPS Act, PPL Electric procures certain
Alternative Energy Credits (“AECs”) as a component of its fixed-price and spot-market
Default Service supply contracts. The seller must provide its proportional share of AECs
to fulfill PPL Electric’s AEPS obligation, in accordance with the terms of the SMA.
Additionally, the SMA requires the seller to complete its transfer of AECs into PPL
Electric’s Generation Attribute Tracking System (“GATS”) account(s) in the amount
necessary to fulfill the seller’s AEPS obligation, pursuant to the schedule set forth in the
SMA. PPL Electric also previously acquired long-term solar Tier | AECs associated with
its 10-year, 50 MW block product in its Commission-approved DSP | Program. PPL

Electric also has acquired additional Tier |1 non-solar AECs to cover the period from June
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1, 2015 through May 31, 2021, associated with its 10-year long-term product obligation
in its Commission-approved DSP 11l Program.

The DSP 11l Program’s procurement process is administered by an independent
third-party, NERA Economic Consulting (“NERA”). NERA monitors the results of each
solicitation to ensure that they are consistent with prevailing market prices. NERA also
submits confidential reports to the Commission evaluating the solicitation process and the

results of each solicitation.

Have the products in the Company’s DSP I11 Program been successful?

Yes. PPL Electric has successfully procured fixed-priced, full-requirement supply and
spot market supply as part of its product portfolio going back to at least July 2007, when
PPL Electric first began procuring supplies for its 2010 Competitive Bridge Plan, through
its most recent DSP 111 solicitation. The results from PPL Electric’s solicitations confirm
that these Default Service products draw numerous competitors and that multiple bidders
are successful suppliers. There currently is substantial competition to supply the fixed-
price, full-requirements and spot market supply products.

With the exception of Tier Il AECs, the Company’s DSP Il Program has
successfully procured AECs needed to meets its obligations under the AEPS Act. The
DSP 111 Program also included a process to obtain TIER 1l AECs for the period June 1,
2015 through May 31, 2021 associated with its 10-year long-term 50 MW product.
However, the results of two procurements of Tier Il AECs were rejected by the
Commission as not competitive. PPL Electric filed a Petition to amend its DSP Il

Program related to procurement of long-term Tier Il AECs for the period June 1, 2015
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which the Company will implement in its April 2016 auction.

Does PPL Electric offer a TOU rate option under the DSP 111 Program?

Yes. Pursuant to 66 Pa.C.S. § 2807(f)(5), PPL Electric, as the Default Service provider,
is required to offer a TOU rate option to its Default Service customers. The Company
currently provides a TOU rate option to Residential and Small C&I customers through its
tariff, which relies on the retail market and electric generation suppliers (“EGSs”) to
provide TOU service to customers. Retail EGSs that choose to participate in the TOU
program offer TOU rate options to eligible customers in PPL Electric’s service territory,
subject to certain restrictions set forth under the program. This mechanism was first
approved by the Commission on a pilot basis and became effective December 10, 2014.

The pilot mechanism became permanent in the Commission-approved DSP 111 Plan.

Q. Is the Company proposing major changes from its DSP 111 Program?
No. PPL Electric’s DSP Il Program, as approved by the Commission, implemented
several major changes from prior Default Service Program and Procurement Plans,
including, but not limited to:

e Major substantive and format issues to the SMA and RFP;

! See Petition of PPL Electric Utilities Corporation for Approval of a New Pilot Time-of-
Use Program A case stemming from: Petition of PPL Electric Utilities Corporation for Approval
of a Default Service Program for the Period June 1, 2013 through May 31, 2015, Docket No. P-
2013-2389572, 2014 Pa. PUC LEXIS 690, 316 P.U.R.4th 167 (Pa. PUC Sept. 11, 2014) (“Pilot
TOU Order”).
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Use of 6 month and 12 month fixed-price, load-following, full-requirements
contracts for the Residential and Small C&I Default Service load;

Semi-annual Residential and Small C&I procurements;

Continued use of a spot market, load-following, full-requirements contract for the
Large C&I Default Service load;

Annual Large C&I procurements;

A 100 kW Commercial and Industrial customer demand split for GS-3 and LP-4
rate groups;

Quiarterly reconciliation and Price-to-Compare (“PTC”) calculations;

Elimination of Preliminary PTC Calculations;

A Default Service TOU rate option that relies on the retail market and EGSs to
offer TOU service;

Procurement of Tier | Non-solar and Tier Il Alternative Energy Credits associated
with the Company’s legacy block contracts through 6 year contracts;

Continuation of the Company’s long-standing treatment of Non-Market Based
(“NMB”) Transmission Service charges;

An online sign-up option for customers seeking to participate in the Company’s
SOP; and

Modifications to the Company’s SOP scripts.

As summarized above, PPL Electric has acquired, and continues to successfully acquire,

the generation supply and related services needed to meet its Default Service obligation

under the DSP Il Program. Importantly, the Company is not proposing any major

modifications to any of the procedures or products successfully used in the DSP 1lI

-10 -
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Program. Rather, PPL Electric’s DSP IV Program will continue the procedures and

products successfully used in the DSP 111 Program with a few modifications.

Can you please summarize the differences between the Commission-approved DSP
111 Program and the proposed DSP IV Program?
The primary changes from the DSP 11 Program include:

e Expanding the term of the Default Service Plan to four (4) years;

e Using an electronic platform for the RFP and utilizing the hard-copy method as a
contingency only;

e Updating the SMA to accommodate the transfer and acceptance of documents
through electronic means;

e Certain limited amendments to the Standard Offer Program, including changes to
the EGS Binding Agreement and enacting monthly supplier invoicing of costs
related to customers referred to EGSs through the SOP process; and

e A CAP customer shopping proposal.

Each of these modifications are further explained below.

DESCRIPTION OF THE DSP IV PROGRAM

A. OVERVIEW OF DSP IV PROGRAM

Please summarize the essential elements of PPL Electric’s DSP 1V Program.
The DSP IV Program consists of: a proposal for competitive procurement of Default
Service supply and related AECs during the DSP 1V Program Period; an implementation

plan; a proposed rate design, including a TOU rate option for Default Service during the

-11 -
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DSP 1V Program Period; a proposal to continue the Company’s current SOP; a proposal
to allow CAP customers to continue to shop for competitive electric generation supply;
and a contingency plan for the DSP IV Program.

PPL Electric will procure Default Service supply separately for the following
three Customer Classes: Residential; Small C&I; and Large C&I. The Company will
purchase energy, capacity, transmission (other than Non-market-based Transmission
Services),” ancillary services, transmission and distribution losses, congestion
management costs, and such other services or products that are required to supply Default
Service to PPL Electric’s retail customers, including AEPS Credits, through a series of
load-following, full-requirements contracts. The Company proposes to recover the cost
of obtaining all services necessary to provide Default Service from the customers in each

respective Customer Class.

Please explain the proposed term of the DSP IV Program Period.

PPL Electric proposes that the DSP IV Program be in effect for a period of four years,
from June 1, 2017 through May 31, 2021. The Company proposes a four-year plan
because the proposed DSP IV Program is largely unchanged from its predecessor, the
DSP 11l Program. The Company believes that the relatively short terms of the prior DSP
Programs have allowed for refinements to the procurement process and procedure as

shopping has developed in PPL Electric’s service territory. Throughout each of the PPL

> The Non-market-based Transmission Services that will not be purchased by the
Company through the Default Service procurement process include: Network Integration
Transmission Services; Transmission Enhancement Costs; Expansion Cost Recovery Costs;
Non-Firm Point-to-Point Transmission Service Credits; Regional Transmission Expansion Plan;
and Generation Deactivation Charges.

-12 -
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Electric’s DSP plans, the Company has sought to create a simpler procurement plan that
is both market reflective and less volatile for customers. The Company believes it has
achieved a “steady state” mix of products that should not need modification for a four-
year period. The Company believes that it has achieved its goals and as such, seeks to
maintain the results going forward.

PPL Electric’s past three DSP programs have each been for a term of two years.
This means that PPL Electric and other parties have been required to litigate the DSP
programs every other year. Extending the term from two years to four years will save
litigation time and cost for PPL Electric, other parties that participate in DSP proceedings
and the Commission. For these reasons, PPL Electric believes that it is reasonable and

appropriate to extend the term of the DSP IV program from two years to four years.

Is there any concern that approval of a four-year DSP Program could become an
issue if the Company ceased to be the Default Service Provider prior to the end of
the Program?

No. If PPL Electric’s role as a Default Service Provider is eliminated prior to May 31,
2021 (the end of the proposed DSP IV Program Period), the Company can respond
quickly in several ways. First, if the Company is made aware of a change prior to the
final DSP 1V procurements in October, 2020, the Company can request to modify the
term of the final contracts procured under DSP IV to reduce or eliminate any overlap
beyond May 2021. Second, the SMA enables the Company to transfer its obligations to
procure or provide Default Service supply to a third party in the event PPL Electric

ceases to serve as the Default Service Supplier. Specifically, Section 16.3(b) of the SMA

-13-
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would allow the Company to transfer its Default Service contracts if required by a change
in law or regulation. This provision is unchanged from the SMA currently in effect for
DSP II1.

I also note that if PPL Electric were to transfer its Default Service contracts under
Section 16.3(b) of the SMA, the only contract remaining would be the previously-
approved, ten-year block, long-term solar contracts, solar set-aside contracts for Solar
AECs, and long-term Tier | contract which conclude at various points during DSP 1V’s
term. | note, however, that in the Commission’s January 23, 2013 Order concerning DSP
I1, the Commission specifically acknowledged that provision would be made for recovery
of the costs of these contracts if the Company ceased to be the Default Service Provider

prior to the conclusion of these contracts.

B. PROCUREMENT AND RATE DESIGN

Is the Company proposing to modify the procurement approach under DSP 1V?
No. The DSP IV Program will continue the same basic procurement approach taken in

DSP 111

Please describe the rate schedules that compromise the Residential Customer Class.
The Residential Customer Class is comprised of customers served under current PPL
Electric Rate Schedules RS and RTS. This remains unchanged from the DSP Il

Program.

-14 -
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Please describe the proposed procurement for the Residential Customer Class.

Under the proposed DSP IV Program, PPL Electric will acquire 100% of the fixed-price
Residential Customer Class Default Service supply, exclusive of supply previously
committed under a block contract for Residential customers, through a series of load-
following, full-requirements contracts. The fixed-price, load-following, full-
requirements supply will be obtained through semiannual solicitations beginning in April
2017 and continuing through October 2020. As further explained in the Direct
Testimony of Mr. Cavicchi (PPL Electric Statement No. 2), the DSP IV Program’s
procurement schedule will procure a fixed percentage of its Default Service load on a
semiannual basis through 12- and 6-month contracts using a laddered or staggered
approach so that all of the products are not procured at the same time. The proposed
procurement of Residential Customer Class Default Service supply remains unchanged

from the DSP 111 Program.

Please describe the rate schedules that make up the Small C&I Customer Class.

The Small C&I Customer Class is comprised of customers served under current PPL
Electric Rate Schedules GS-1, GS-3 (under 100 kW), LP-4 (under 100 kW), GH-2, BL,
SA, SM, SHS, SLE, SE, TS, and standby service for qualifying facilities. This is
essentially unchanged from the Small C&I Customer Class definition currently in effect
for DSP I1l. The classification of individual commercial and industrial customers on
Rate Schedules GS-3 and LP-4 as either Small C&I or Large C&I will be updated

effective June 1, 2017, based upon demand data for each customer’s peak load

-15-
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contribution assigned for the 2017-2018 PJM Interconnection, LLC (*PJM”) Planning

Year.

Please describe the proposed procurement for the Small C&I Customer Class.

Similar to the Residential Customer Class, PPL Electric will acquire 100% of the fixed-
price Small C&I Customer Class Default Service supply through a series of load-
following, full-requirements contracts. The fixed-price, load-following, full-
requirements supply will be obtained through semiannual solicitations beginning in April
2017 and continuing through October 2020. As further explained in the Direct
Testimony of Mr. Cavicchi (PPL Electric Statement No. 2), the DSP IV Program’s
procurement schedule will procure a fixed percentage of its Default Service load on a
semiannual basis through 12- and 6-month contracts using a laddered or staggered
approach so that all of the products are not procured at the same time. The proposed
procurement of Small C&I Customer Class Default Service supply remains unchanged

from the DSP 111 Program.

Please explain how the costs to provide Default Service to the Residential and Small
C&I Customer Classes will be recovered.

The costs incurred by PPL Electric to provide Default Service to the Residential and
Small C&I Customer Classes will be recovered through the Generation Supply Charge-1
(“GSC-1"). The GSC-1 will be separately calculated for the Residential Customer Class

and Small C&I Customer Class.

-16 -
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The costs recovered in the GSC-1 will include, among other costs, both costs
incurred under the various supplier contracts and costs incurred to acquire the supply and
administer the DSP IV Program. The costs incurred prior to June 1, 2017, related to
procurement of supply and other costs related to development and implementation of the
DSP 1V Program will be included in the GSC-1, as applicable, and will be amortized
ratably over the 48-month term of the DSP IV Program.

The GSC-1 will be adjusted every six months to reflect the cost of the Default
Service supply contracts in place for the upcoming six-month period. It will be
reconciled every six months for over and under recoveries by the respective Customer
Class. Also, any remaining under/over collections from the DSP IIl Program will be
included in this reconciliation, as well as the consolidation of the time-of-use under/over
collection within the respective customer classes.

The proposed cost recovery and GSC-1 remain unchanged from the DSP IlI
Program. Pro forma tariff pages for the GSC-1 rate are provided in Attachment C to the

Company’s Petition.

Please describe the rate schedules that make up the Large C&I Customer Class.

The Large C&I Customer Class includes customers served under current PPL Electric
Rate Schedules GS-3 (over 100 kW), LP-4 (over 100 kW), LP-5, LP-6, LPEP, and
standby service for qualifying facilities. This is the same customer classification

currently in effect for DSP IlI1.

-17 -
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Please describe the proposed procurement for the Large C&Il Customer Class.

For the Large C&I Customer Class, the Company proposes to continue to obtain Default
Service supply on a real-time hourly basis through the PJIM spot market. Specifically,
PPL Electric proposes to issue a single annual solicitation to obtain competitive offers
from suppliers to provide the Default Service spot market supply to the Large C&l
Customer Class. These annual procurements will be held in April 2017, April 2018,
April 2019, and April 2020 for the subsequent PJM planning periods. As explained in
the direct testimony of Mr. Cavicchi (PPL Electric Statement No. 2), this form of contract
has been used for the Large C&I Class under previous procurement plans, and has been
successful in providing service to this Class, which is overwhelmingly (roughly 98% of
customer load) comprised of customers who are shopping. The proposed procurement of
Large C&I Customer Class Default Service supply remains unchanged from the DSP lII

Program.

Please explain how the costs to provide Default Service to the Large C&I Customer
Class will be recovered.

The costs incurred by PPL Electric to provide Default Service to the Large C&l
Customer Class will be recovered through the Generation Supply Charge-2 (*GSC-2").
The costs recovered in the GSC-2 will include PIM spot market energy, PJIM capacity
charges, the suppliers’ charge for all other services (including AECs) based upon winning
bids in the annual solicitation and PPL Electric’s costs to acquire the supply and

administer the DSP IV Program.

-18-
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Customers in the Large C&I Customer Class will continue to pay the following
three charges for Default Service under the GSC-2:
e An energy charge per kWh based on the real-time hourly spot-market price and
the customer’s actual hourly energy use;
e A capacity charge per kW based on the PJM Reliability Pricing Model (“RPM”)
price for capacity and the customer’s peak load contribution; and
e An energy charge per kWh to recover all supplier charges and PPL Electric’s cost
of administration, both prospective costs and an amortization of previously
incurred costs over the term of the DSP IV Program.
The GSC-2 will be revised annually, effective June 1 on thirty days advance notice, to
reflect changes in costs. The GSC-2 will continue to be reconciled on an annual basis.
Also, any remaining under/over collections from the DSP 111 Program will be included in
this reconciliation.
The proposed cost recovery and GSC-2 remain unchanged from the DSP Il
Program. Pro forma tariff pages for the GSC-2 rate are provided in Attachment C to the

Company’s Petition.

C. AEPS PROCUREMENT

Does the Company propose to procure AECs under the DSP IV Program?
Yes. The AEPS Act and the Commission’s implementing regulations require EDCs to

obtain AECs in an amount equal to certain percentages of electric energy sold to retail

-19 -
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customers in this Commonwealth.> The DSP IV Program will procure the AECs

necessary to meet its obligations under the AEPS Act.

Please explain how AECs will be procured under the DSP IV Program.

Under the DSP IV Program, the Company will procure certain AECs to meet its
obligation under the AEPS Act as a component of its load-following fixed-price and spot
market Default Service supply contracts. The Default Service Supplier (“DS Supplier”)
is required to provide its proportional share of AEPS Credits to fulfill PPL Electric’s
AEPS obligation, in accordance with the terms of the Default Service SMA. The SMA
also requires the seller to complete its transfer of AECs into PPL Electric’s Generation
Attribute Tracking System (“GATS”) account(s) in the amount necessary to fulfill the
seller’s AEPS obligation, pursuant to the schedule set forth in the SMA. The proposed
procurement of AECs remains unchanged from the DSP 111 Program.

In addition, PPL Electric previously acquired long-term solar Tier I AECs
associated with its 10-year, 50 MW block product in its Commission-approved DSP |
Program. PPL Electric also has acquired additional Tier I non-solar AECs to cover the
period from June 1, 2015 through May 31, 2021, associated with its 10-year long-term
product obligation in its Commission-approved DSP 1l Program.

The DSP 11l Program also included a process to obtain Tier Il AECs for the
period June 1, 2015 through May 31, 2021 associated with its 10-year long-term 50 MW
product. However, the results of two procurements of Tier Il AECs were rejected by the

Commission as not competitive. PPL Electric has pending before the Commission a

% See 52 Pa. § Code 54.182.
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Petition to amend its DSP 1l Program related to procurement of long-term Tier Il AECs
for the period June 1, 2015 through May 31, 2021. Assuming that the Commission
approves the amended procurement of long-term Tier Il AECs, and the resulting auction
for these AECs is successful, no additional AECs are required to be procured in addition

to those procured through fixed price full requirements contracts.

Will excess AECs be banked under the DSP IV Program?

No. The quantities of AECs procured will be sized such that no significant banking will
take place, and that cost recovery takes place on a current basis for those AECs purchased
by compliance period. To minimize banking of AECs, the Company proposes to allocate
available AECs that were separately procured in AEC solicitations to reduce the amount
of AECs that Residential Default Service Suppliers must provide. Prior to each
solicitation, PPL Electric will inform RFP Bidders of the quantity of AECs allocated on a
per tranche basis to winning residential Default Service Suppliers for the term of their

contract.

Please explain how the costs to procure AECs will be recovered.

The costs incurred to procure the AECs will be recovered through the GSC-1, which is
the same cost recovery method used in the DSP 11l Program. Although the Company
proposes to minimize banking of excess AECs as described above, PPL Electric is
requesting approval to sell any excess AECs obtained through long-term contracts with

revenues received from such sales credited to customers through the GSC-1.
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D. PRUDENT MIX OF SUPPLIES

Does the DSP 1V Program comply with Act 129 by providing for the procurement of
Default Service supply through a prudent mix of spot, short-term, and long-term
power supplies?

Yes. The proposed DSP IV Program will acquire a fixed percentage of the Company’s
Default Service load on a semiannual basis through short and medium-term 12- and 6-
month contracts. The DSP IV Program procurement schedule will continue to procure
supply over a short-term, 6-month, contract term which enables more market-reflective
rates while continuing to moderate price volatility through the procurement of 12-month
contracts. Similar to DSP Ill, the percentage of load split between 6-month and 12-
month contracts is 45% and 55%, respectively. The Company also proposes to obtain
Default Service supply with energy priced to the PJM real-time spot market for the Large
C&I Customer Class. Additionally, the Company has 50 MW of energy and capacity
associated with a long-term product for the period June 1, 2015 through May 31, 2021.
The Company also has a series of long-term Solar and Tier I AEC contracts in effect,
concluding on May 31, 2020 and May 31, 2021, respectively. As further explained in the
Direct Testimony of Mr. Cavicchi (PPL Electric Statement No. 2), the proposed product
mixture will continue to promote the development of retail competition while protecting
against various risks that must be addressed by any Default Service plan.

Finally, it should be noted that in its January 15, 2015 Opinion and Order
approving the DSP Il Program, the Commission found that the “proposed generation
supply procurement plan as set forth in its DSP 11l program and modified by the terms of
the Partial Settlement encompasses a prudent mix of supply methods, which is

anticipated to result in adequate, reasonable and reliable service to customers, as well as
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service that is provided at the least cost over time.”* As explained above, the DSP IV
Program will continue the same procurement approach taken in Commission-approved

DSP 111 Program.

DSP IV PROGRAM RFP AND SMA

A. THE RFP PROCESS

How will PPL Electric implement the DSP IV Program?

PPL Electric will implement the DSP IV Program by holding a series of solicitations
pursuant to a series of RFPs to obtain the Default Service products from competitive
wholesale generation suppliers. Separate bids will be solicited for the Residential, Small

C&l and Large C&I Customer Classes.

Is the implementation process for solicitations under the DSP 1V Program similar to
the DSP 111 Program?

Yes. PPL Electric based the pro forma RFP on the documents approved by the
Commission in the DSP Ill Program proceeding. The implementation process for DSP
IV is nearly identical to that of the DSP IlIl Program with the following limited
exceptions: (1) the primary change has been to modify the bidder qualification and
proposal process to adopt an electronic signature and submission process for most
documents; (2) PPL Electric is seeking to align the credit and financial requirements
under the RFP with the requirements in the Default Service SMA; and (3) PPL Electric

proposes to slightly shift the auction window from 12:00 p.m. to 2:00 p.m., to 10:00 a.m.

* See DSP 111 Order, p. 28.
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to 12:00 p.m.. The pro forma RFP is provided as Attachment A to the Company’s

Petition.

Are the DSP IV Program RFP Rules similar to the DSP 111 Program?

Yes. The DSP IV Program’s RFP Rules are similar to the rules approved by the
Commission in the DSP 11 Program. The Company has made the following updates to
the RFP Rules: modifying the terms to match those in the SMA; updating auction dates;
updating the number of tranches to be procured; updating the tranche size; and updating

to accommodate the electronic platform mentioned above.

Please summarize the solicitation and approval process.

Separate bids will be solicited for the Residential, Small C&I, and Large C&I Customer
Classes. The proposed solicitation schedule is attached to the direct testimony of Mr.
Cavicchi (PPL Electric Statement No. 2) as PPL Electric Exhibits JC-3 and JC-4. The
results for each solicitation will be presented to the Commission within one business day
of the bid proposal due date for that solicitation. At that time, the Commission will have
one business day to review those results and render a final decision. The Commission
may either accept or reject all of the winning bids presented for a customer group in their
entirety. After receiving Commission approval of the solicitation results, PPL Electric
will then execute transaction confirmations with the winning suppliers. This is the same

solicitation and approval procedure used in the DSP Il Program.
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Please explain how the submission of certain documents electronically will improve
the RFP process.

Currently, with the exception of an online registration form to record a bidder’s
expression of interest in an RFP, all materials and forms related to bidder qualifications
are submitted in hard copy. Using an online platform for particular aspects of the RFP
process reduces the amount of time for a bidder to submit its proposal. Information
submitted in a prior solicitation may be saved and available for the bidder as a starting
point. Furthermore, an online form can be easier to complete as certain fields in the form
would only appear if appropriate for the particular circumstances of a bidder. Although
the entire RFP process cannot be moved online (e.g., the bid assurance letter of credit
must be submitted as a hardcopy document), allowing the submission of certain forms
online should reduce the burden to bidders and facilitate participation. Similarly,
requiring only the electronic submission of contract related documents would facilitate
the contract execution process. Several EDCs in Pennsylvania and in other States have
already transitioned to an online process for bidder qualifications as part of the RFP or
auction process for default service. For the receipt of materials related to bidder
qualifications, PPL Electric will work with NERA to develop and implement the online
proposal submission website prior to the first scheduled procurement under the DSP IV
Program (April 2017). NERA has experience with developing and implementing an
online process for bidder qualifications in general and is familiar with PPL Electric’s
RFP requirements in particular given it has been the independent evaluator for PPL
Electric’s prior Default Service Programs. After the proposal submission website has

been developed, and before the first procurement under the DSP IV Program, PPL
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Electric will provide additional instructions related to the use of the proposal submission

website to RFP Bidders in an addendum to the RFP Rules.

What are the changes PPL Electric is proposing to make related to the credit and
financial requirements under the RFP?

There are two changes that the Company is seeking to make to the credit and financial
requirements. First, the RFP under DSP Il currently requires that the RFP Bidder or its
guarantor be rated by one of the three major rating agencies (Standard & Poor's, Fitch
Ratings, or Moody's Investor Services). The RFP also requires two years of financial
information be submitted. The Company is seeking to keep these items as mandatory
only for RFP Bidders seeking to be granted an unsecured credit line under the Default
Service SMA. This would allow the qualification requirements to be aligned with the
requirements of the Default Service SMA. Newer entities that may not yet have two
years of financial information or that are not be rated may participate in the RFP. Such
entities would not be granted an unsecured credit line under the terms of the Default
Service SMA and would be required to post liquid collateral under the Default Service
SMA if they win tranches.

Second, the Default Service SMA under DSP 111 as well as the proposed Default
Service SMA for DSP 1V require additional documents to be submitted by the default
service supplier if it is relying on the financial standing of a foreign entity as guarantor
such as a legal opinion that the guaranty pursuant to the Default Service SMA will be
binding on the Guarantor in the jurisdiction in which it has been incorporated or

otherwise formed. The Company is proposing to allow RFP Bidders to submit these
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documents in draft form during the Bidder Qualifications process and to receive
information regarding the acceptability of the form of the documents when they are
notified of their status as a Qualified Bidder. This would allow the RFP Bidder to know
whether it could rely on the foreign guarantor under the Default Service SMA in advance
of their bid submission. If the form of the documents is not acceptable, the RFP Bidder is
provided with information regarding the deficiencies related to the documents and is put
on notice during the RFP process that unless the deficiencies are addressed it would not
be able to rely on the foreign guarantor and that it would be required to post liquid

collateral under the Default Service SMA if the RFP Bidder win tranches.

Are there any other changes the Company is proposing to the RFP Process?

Yes. The Company is proposing to move the window to submit bids from between 12:00
PM and 2:00 PM to between 10:00 AM and 12:00 PM on the Bid Proposal Due Date. As
is the case today, the independent evaluator is expected to inform RFP Bidders that have
tranches in the winning combination on the same day, and to provide the Commission
with a confidential report regarding the RFP by the morning of the next business day.
The proposed change would allow the independent evaluator to evaluate the bids earlier,
and provide for additional time for the independent evaluator to make the necessary

notifications to the RFP Bidders and to prepare its report to the Commission.

-27-



10

11

12

13

14

15

16

17

18

19

20

21

Please summarize the bidder qualifications in the RFP.

The bidder qualifications are straightforward and primarily require that the supplier be a
member of PJM in good standing and that they meet certain fundamental credit-
worthiness criteria. More specifically, the qualifications consist of:

e Submitting an Expression of Interest Form;

Executing a Confidentiality Agreement;

e Certifying the supplier meets the PJIM membership and Federal Energy Regulatory
Commission authorization requirements;

e Submitting a Credit Application and associated financials; and,

e Submitting an executed copy of the Binding Bid Agreement.

These bidder qualifications are the same in the DSP 1V Program as they were in the DSP

Il and 11l Programs.

Also, an individual bidder for Residential and Small C&I contracts is subject to
two load cap limitations. First, a bidder cannot be awarded more than 85% of the
contracts offered in a single solicitation, by customer class (“Solicitation Cap”). Second,
a wholesale supplier cannot supply more than 50% of the Default Service load for either
the Residential or Small C&I Customer Classes at any time (“Aggregate Load Cap”).’
This limitation was approved in DSP 11l and PPL Electric is proposing to continue it in
DSP 1V. PPL Electric believes that continuing this limitation in DSP IV will continue to
maintain the competitive wholesale market by ensuring supplier diversity, opportunities

for multiple suppliers, and provide protection against the default of a single supplier.

> The 50% Load Cap was not applied to the Large C&I Customers Class in DSP 11l and is not
proposed for DSP V. The small number of tranches solicited for this Customer Class (10, once
per year) would indicate that a further Load Cap restriction may result in higher rates, as the
Company could be required to reject lower bids.
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What amount of Default Service supply will be procured in each solicitation?

For the Residential and Small C&I Customer Classes, semi-annually the percentage of
load will vary given the existing laddering of supply contracts from the DSP IIl Program
and based upon the contract terms to be procured under DSP IV. PPL Electric Exhibits
JC-3 and JC-4 attached to the direct testimony of Mr. Cavicchi (PPL Electric Statement
No. 2) illustrate the products procured, the terms of the products, and the percent of the
load to be procured throughout DSP IV for the Residential and Small C&I customer
groups. Overall, PPL Electric plans to procure between 70 and 75% of the load in each
solicitation, comprised of 6 and 12-month contracts. For the Large C&I customer group,
PPL Electric plans to procure 100% of load through spot market full requirements

contracts, once per year, in the April solicitation.

How are the Residential and Small C&I fixed-price tranche sizes determined?

For both the Residential and Small C&I Customer Classes, each fixed-price tranche will
be a fixed percentage of the Customer Class’ Default Service load, with that percentage
estimated to produce approximately 100 MW of peak load per tranche based on current
PPL Electric forecasts and the Customer Class’ 2015-2016 projected peak load
contributions with PJM. As detailed in the RFP as well as the accompanying SMA,

Residential tranche size is 2.5%, and Small C&I tranche size is 5%.

How is the Large C&I spot market tranche size determined?

The Large C&I customer tranche size is 10% or approximately 190 MW per tranche.

This is roughly the same tranche size successfully used in DSP 11l (170 MW), which was
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an increase from DSP Il. The Large C&I Customer Classes tranche sizing was not solely
based upon the maximum demand for this customer group, as the Residential and Small
C&I Customer Classes were, but also on the very high shopping levels in Large C&I
Customer Class. While the Large C&I Customer Class has always been fully subscribed
by Default Service Suppliers, approximately 85% of customers are shopping (98% of the
load), which has contributed to lower supplier participation in this product relative to the
Residential and Small C&I Customer Classes. The Company believes that maintaining
the tranche size successfully used in DSP I11 will continue to encourage suppliers to bid

on the product and create a more competitive price.

What services will the winning bidder provide to PPL Electric?

As explained in the RFP Rules and the Default Service SMA, each winning supplier must
provide all products and services required by the Company to fulfill its obligations as
Default Service provider. These products and services include energy, capacity,
transmission (other than Non-market-based Transmission Services), ancillary services,
transmission and distribution losses, congestion management costs, and such other
services or products that are required to supply Default Service to PPL Electric’s retail
customers, including AEC Credits. As a result, each supplier will become the load-
serving entity in PIJM for its share of PPL Electric’s Default Service load. PPL Electric,

however, will remain the Default Service provider for its retail customers.
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Will the selected suppliers be required to post performance assurance?

PPL Electric proposes that wholesale suppliers selected to serve any portion of PPL
Electric’s Default Service load be required to post performance assurance collateral to
cover any credit exposure above the amount of any unsecured credit provided to the
supplier. For the Residential and Small C&I Customer Classes, the credit exposure is
based upon the results of the mark-to-market calculations. For the Large C&I Customer
Class, the credit exposure is $75,000 per tranche awarded. Such assurance is required to
enable PPL Electric to recover costs arising in the event of a supplier default. These

credit requirements have not been changed as compared to DSP I11.

B. THE SMA

Is the DSP 1V Program’s Default Service SMA similar to that used in the DSP 111
Program?

Yes. | note that the Commission-approved DSP IIl SMA was substantively changed
following the Commission’s Final Order in Investigation of Pennsylvania’s Retail
Electricity Market: End State of Default Service, Docket No. 1-2011-2237952, 2013 Pa.
PUC LEXIS 306; 303 P.U.R.4th 28 (February 15, 2013). The DSP IV SMA is nearly
identical to the DSP Il SMA. The only substantive change is to adopt an electronic
signature and submission process. The proposed pro forma SMA is provided as

Attachment B to the Company’s Petition.
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THIRD-PARTY MANAGER

Will an independent party be used to administer the DSP 1V Program
procurements?

The Default Service Policy Statement provides that the competitive bid solicitation
process should be monitored by an independent evaluator to achieve a fair and
transparent process for each solicitation. The Default Service Policy Statement also
states that the independent evaluator should have expertise in the analysis of wholesale
energy markets, including methods of energy procurement. Consistent with these
requirements, PPL Electric has retained NERA as the independent third-party manager to
administer each procurement, analyze the results of the solicitations for each customer
class, select the supplier(s) that will provide services at the lowest cost and submit all

necessary reports to the Commission.

Why was NERA retained as the third-party manager?

NERA has successfully administered the CBP, the DSP I, DSP II, and DSP 11l Program
procurements and other Default Service supply procurement programs throughout the
region. Based on this track record, the Company proposes to retain NERA to administer
the DSP IV Program. NERA is the main point of contact with bidders, ensures the RFP
Rules approved by the Commission are followed, ensures bidder qualifications are
evaluated equitably and fairly, ensures bids are conforming, evaluates and determines the
lowest-cost combination of bids based solely on price, and lastly presents the results to

the Commission.
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VI.

RTO COMPLIANCE

Will the DSP 1V Program comply with RTO requirements?

Yes. Section 54.185(d)(4) of the Commission’s regulations requires Default Service
plans to include documentation that the program is consistent with the requirements
regarding the generation, sale and transmission of electricity of the RTO in the control
area where the Default Service provider is providing service. 52 Pa. Code 8§
54.185(d)(4). The Company will provide Default Service within the control area of PJM,
which is an RTO approved by the Federal Energy Regulatory Commission (“FERC?”).

PPL Electric’s DSP 1V Program fully meets this requirement.

Please explain how the DSP IV Program is consistent with RTO requirements.

First, the Company is proposing a plan that is aligned with PJIM’s planning period, i.e.,
begins June 1. Second, the Default Service RFP Rules and accompanying SMA require
that both PPL Electric and any bidder in the procurement process must be in compliance
with PIJM requirements. For example, Article 2.4 of the SMA states that the DS Supplier
must be a PJM member in good standing, be qualified as a market buyer and seller, and
be qualified as a PJM Load Serving Entity. Additionally, Article 4 of the RFP Rules
requires that an applicant must certify that it is a member of PJIM and qualified as a
market buyer and market seller in good standing that is able to secure generation or
otherwise obtain and deliver electricity in PJIM through compliance with all applicable
requirements of PJM to fulfill a full requirements obligation. Finally, a potential bidder
must certify that it has been authorized by FERC to make sales of energy, capacity and

ancillary services at market-based rates.
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VII.

CONTINGENCY PLANNING

Does the DSP 1V Program contain a contingency plan to ensure reliable provision of
Default Service?

Yes. The Commission’s Default Service Regulations require that a Default Service plan
include contingency plans to ensure the reliable provision of Default Service if a
wholesale generation supplier fails to meet its contractual obligations. The DSP IV

Program meets these requirements.

Is the contingency plan in the DSP 1V Program similar to the contingency plan in
the DSP 111 Program?
Yes. With the exception of the TOU rate option described below, the DSP IV

contingency plan is the same as that approved for DSP III.

Please summarize the contingency plan for the DSP IV Program.

If the Commission rejects all bids for a given product, in any solicitation, or if some
tranches of a given product in a particular solicitation do not receive bids, the Company
will expeditiously seek guidance and approval from the Commission to address this
shortfall in procurement of Default Service supply.

To the extent that unfilled tranches remain at the commencement of delivery for a
given product, the Company will obtain Default Service supply through the spot market
administered by PJM. Specifically, PPL Electric will supply the unserved load by
purchasing energy and all other necessary services through the PJM-administered
markets, including, but not limited to, the PJM energy, capacity, and ancillary services

markets, any other service required by PJM to serve such unserved load, and any AEPS
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VIII.

requirements. PPL Electric proposes to recover all the costs of such purchases from
Default Service customers in the retail rates charged for the service for which the
purchases are made.

In the event a supplier defaults, PPL Electric will offer full-requirements supply
assignment to other winning bidders for the same product consistent with the step-up
process described in the Default Service SMA. If this assignment is not successful, PPL
Electric will offer full-requirements supply assignment to all Default Service suppliers
consistent with the Default Service SMA, even if a Default Service supplier does not
serve tranches for that product. These assignments will be offered at the original bid
price in the event of default(s), or at the average price from the last successful bid for that

product in the event of insufficient bids.

STANDARD OFFER PROGRAM

Please explain the current Standard Offer Program.
In December, 2012, the Commission issued a Final Order in Investigation of
Pennsylvania’s Retail Electricity Market: Intermediate Work Plan, Docket No. 1-2011-
2237952, which identified a number of design elements that EDCs were directed to
consider, and later implement, in their Default Service plans. As such, the Company
proposed to implement the Standard Offer Program (“SOP”) as part of its DSP |1 plan.
The SOP began on August 1, 2013, and is currently still in place.

The SOP has a series of core elements: the program is marketed to Residential
and Small C&lI Default Service customers who call the PPL Electric Customer Contact
Center, but is available to all Residential and Small C&I customers (shopping and non-

shopping); it sets a standard 7% discount off the then-current PTC and is held at that
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initial rate for 12 months; customers may leave the program at any time without penalty;
and, EGSs opt in to participate in the program on a quarterly basis during which time
they are equally allocated customers who choose to participate in the program. EGSs are
charged a fee of $28 per referred customer. Also, at the start of the SOP, if an EGS was
not rate ready certified, it could have opted into a special certification process to be rate
ready certified, but had to pay a one-time fee of $500 for market certification testing
costs. If an EGS chooses to participate in a later quarter and is not rate ready certified, it
would be able to participate in certification testing based upon a previously issued
schedule at no additional charge.

Finally, as part of the Commission-approved DSP IllI Program, the Company
implemented a new SOP web access. Through the SOP web access feature, customers
may review information on the SOP terms and conditions, and elect to enroll in the SOP
should they so choose. If a customer is referred to an EGS through the web access, there

is no referral fee.

How is the SOP currently administered?

Default service customers who contact the PPL Electric Customer Contact Center and
meet the SOP referral criteria (New/Moving customers, high bill complaints, directly
asking for details on the SOP), are referred to the SOP by a Customer Service
Representative (“CSR”). If the customer is interested in learning more about the SOP,
the CSR transfers them to a third-party administrator, currently PPL Solutions, who gives
the customer greater details and information about the SOP and, if interested, enrolls the

customer for the service. A list of referred customers is sent by PPL Solutions to
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participating EGSs, including customer specific details (Name, Account Number, etc.),
and the EGS is instructed to process the customer enrollments according to the new 3-day
switching rules. As a result, customers begin service with the EGS more rapidly, no
longer having to wait for their next meter reading date to switch.

Additionally, PPL Electric customers may access the SOP via the web. If a
customer is new/moving and accesses the change in service through PPL Electric’s online
platform, at the end of the online process they are offered additional information on the
Standard Offer Program. If the customer chooses to enroll in the program they are
automatically assigned an EGS through the same selection process as those customers
that call in to the Company’s Call Center. PPL Electric compiles a list of referred
customers and sends it to participating EGSs, including the same customer specific

details as the phone-enrollment method.

Has the SOP been successful?

Yes, | believe it has. As of December 31, 2015, approximately 210,150 eligible
customers were transferred to the third-party service provider and approximately
186,295, or 88.6%, of those customers enrolled in the SOP. In addition, since the SOP
Web Self Service option became available June 1, 2015, approximately 1,657 other

customers have elected SOP.

Who will be the third-party administrator of the SOP in DSP 111?

Given the current success of the SOP, the Company is recommending continued use of

PPL Solutions as its third-party administrator for this program. In addition to the success
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of the program as administered by PPL Solutions, using PPL Solutions to describe the
program and enroll interested customers will continue to free up PPL Electric CSRs to
handle other calls, thereby avoiding increased call wait times or the need to hire
additional CSRs that otherwise would have resulted if CSRs were required to also fully
describe and enroll customers into the SOP. Given the success of the program and the
approach used, the Company believes maintaining PPL Solutions as the third-party
administrator is appropriate.

The Company is seeking to accomplish this by maintaining the Third-Party SOP
Services Contract currently in place, including the cost to provide the service of $28 per
referral, and simply extend the termination date to May 31, 2021. Attached as PPL
Electric Exhibit JIMR-1 is the original Third-Party SOP Services Contract between PPL
Electric and PPL Solutions. PPL Electric Exhibit JMR-2 is Amendment 1 to the Third-
Party SOP Services Contract approved in DSP Ill, which extended the term of the
contract through May 31, 2017. Attached as PPL Electric Exhibit JMR-3 is a proposed
amendment to the Third-Party SOP Services Contract, extending the termination date

through May 31, 2021.

Who is responsible for paying the $28 per referral fee?

PPL Electric charges EGSs who participate in the SOP the $28 per customer referral to
the EGS. The Company proposes to continue this approach for the DSP IV. As noted
above, there is no referral fee if a customer is referred via the SOP Web Self Service
option because PPL Solutions is not involved in the transaction and PPL Electric has

already fully recovered the costs to implement the SOP Web Self Service option.
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Is the Company proposing any changes to the SOP?

The Company is proposing only limited modifications to the SOP approved under the
DSP 11l Program. Commencing June 1, 2017, PPL Electric proposes to invoice EGSs
monthly for the fee associated with referred customers, rather than on a quarterly basis.
This change is in response to recommendations raised by various EGSs during a
collaborative.

Another issue raised by EGSs during the collaborative process was their inability
to enroll customers referred to them for the SOP, but that were in a pending active status.
Customers are placed in this status for a number of reasons — such as they have a pending
and unresolved PUC Complaint, they have an unpaid bill, or they are moving but their
new account has not yet been activated. Customers in this status are unable to shop and,
thus, are unable to participate in the SOP. The EGSs concern relates to the lapse in time
between when these customers are referred and when they are actually enrolled -- for
instance some PUC Complaints are not able to be resolved for weeks or even months.
During this time, EGSs with pending active customers must maintain the SOP rate and
continually seek to enroll them.

In response to this concern, PPL Electric agreed to investigate the issue to reduce
the number of customers in this status and relieve impacted EGSs. After review,
however, the Company does not feel the current process requires a complete rework, nor
should EGSs be relieved of their requirement to supply these customers. Indeed, only a
very small percentage (approximately 0.8%) of all customers that seek to participate in
the SOP program are at some point during the process in a pending active status. Thus,

the historical data does not seem to support the concern raised by the EGSs. Further, PPL
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Electric has already implemented, or plans to implement in the near future, a number of
process improvements that will increase the speed at which customers are processed out
of this status, or that will reduce the number of customers that reach this status to begin
with. Specifically, the Company has completed two improvements: (1) it has processed
the backlog of accounts that occurred as a result of Accelerated Switching, and (2) it has
implemented an internal business improvement process to monitor suspended accounts
due to a pending PUC complaint — ensuring suspended accounts are worked in a timelier
manner. Additionally, with the implementation of Seamless move in September 2016,
there will be a decreased delay when transferring old accounts to new accounts, which
will further expedite the time customers are pending active altogether.

Finally, the Company is proposing a minor modification to the SOP Binding
Agreement, mandating that EGSs accept SOP customers who wish to re-enroll in the
SOP with a new rate code. The EGS must send an EDI 814 rate code change transaction
no later than 3 business days after notification of the assignment. The proposed SOP

Binding Agreement is attached as PPL Electric Exhibit IMR-4.

Please describe the reasoning behind the proposed changes.

PPL Electric is proposing the changes to improve the process currently in place for all
parties. Currently PPL Electric pays PPL Solutions on a monthly basis, but invoices
EGSs on a quarterly basis. Moving to a parallel, monthly, invoicing process with EGSs
reduces lag between processes, and makes costs for all parties current. Additionally, in
working with EGSs, it appears there is a gap in the current agreement as to whether an

EGS is obligated to supply a customer that seeks to re-enroll during the 12-month SOP
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period due to a decrease in the PTC. Specifically, some customers that enroll in SOP
later seek to re-enroll in SOP if PPL Electric’s PTC decreases within their 12-month SOP
agreement. In most instances, the customer wishes to maintain the EGS they are with
while on the SOP, but receive the new lower SOP rate. When this occurs, some EGSs do
not re-enroll the customer with a new rate code. As a result, PPL Electric is unable to
confirm that the EGS has affirmatively re-enrolled the customers. To address this issue,
the Company has added new language to the Binding Agreement that affirms that the

EGS must accept such a customer and process an EDI 814 rate change code transaction.

TIME-OF-USE

Does the Company currently offer a TOU rate option under its DSP 111 Program?

Yes. The Company currently provides a TOU rate option to Residential and Small C&I
customers through its tariff, which relies on the retail market and EGSs to provide TOU
service to customers. This mechanism was first approved by the Commission on a pilot
basis and became effective December 10, 2014. The pilot mechanism became permanent

as a result of the DSP 111 Order.

Please summarize the current TOU rate option.

Under the current TOU rate option, retail EGSs that choose to participate in the TOU
Program offer TOU rate options and provide TOU service to customers in PPL Electric’s
service territory. A participating EGS defines the term of the contract between the EGS
and the TOU customer, but the contract terms cannot change more often than quarterly. A
participating EGS also defines the on- and off-peak rates that it will offer to customers.

However, an EGS’s off-peak/discounted pricing hours cannot include 2 p.m. to 6 p.m.,
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Monday through Friday, excluding PJM holidays during the summer (June, July, and
August). Participating EGSs are not required to offer a net metering option to customers

in the TOU program.

Has the current TOU rate option been successful in obtaining EGSs that will offer a
TOU rate option?

Yes. Since the beginning of the current TOU rate option in December 10, 2014, PPL
Electric has been able to successfully procure EGSs to provide the TOU service to
Residential and Small C&I customers. Tables 1 and 2 below show the number of
Residential and Small C&I customers and EGSs that have participated in the current

TOU rate option.

Table 1. Residential Customer — TOU Program
Statistics
Term # of EGSs # of New
offering TOU Customer
Rate Sign-ups
December 2014 1 13
— February 2015
March 2015 — 3 15
May 2015
June 2015 - 3 96
August 2015
September 2015 3 52
— November
2015
December 2015 3 NA
— February 2016
Table 2. Small C&I Customer — TOU Program
Statistics
Term # of EGSs # of New
offering TOU Customer
Rate Sign-ups
December 2014 1 0
— February 2015
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March 2015 - 1 14
May 2015
June 2015 - 1 7
August 2015
September 2015 1 0
— November
2015

December 2015 1 NA
— February 2016

The current TOU rate option is pending before the appellate courts. Please explain.
The Pilot TOU Order was appealed by the Dauphin County Industrial Development
Authority (“DCIDA”). By Opinion and Order entered September 9, 2015, the
Commonwealth Court concluded that 66 Pa.C.S. § 2807(f)(5) provides that there can be
only one default service provider, that PPL Electric, as the default service provider, is
required to offer TOU rates to its customer-generators, and that PPL Electric cannot
satisfy this obligation through EGSs. See The Dauphin County Industrial Development
Authority v. Pennsylvania Public Utility Commission, No. 1814 C.D. 2014, 123 A.3d
1124, 2015 Pa. Commw. LEXIS 381 (Pa. Cmwilth. 2015).

PPL Electric and the Commission have sought Pennsylvania Supreme Court
review of the Commonwealth Court’s decision. See The Dauphin County Industrial
Development Authority v. Pennsylvania Public Utility Commission, Nos. 904 MAL 2015
and 905 MAL 2015 (Petitions for Allowance of Appeal Filed November 25, 2015). At

this time it is not known whether the Supreme Court will grant further review.
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Please explain what will happen if the appellate courts conclude that the current
TOU rate option is unlawful.

This situation is already addressed in the TOU contingency plan. Under the TOU
contingency plan, if the TOU rate option fails, including if the current TOU rate option is
held to be unlawful, PPL Electric is required to expeditiously file and seek approval of a
new subsequent TOU proposal and request the replacement plan be made effective within

60 days.

Is PPL Electric proposing any changes to its TOU rate option under the DSP IV

Program?

No. At this time, PPL Electric proposes to continue the current TOU option.

CAP SHOPPING PROPOSAL

Does the Company currently have any limits on CAP customers’ ability to shop and
received supply from EGSs?
No. PPL Electric’s low-income residential CAP is called the OnTrack Program.

OnTrack customers have been eligible to shop since the beginning of shopping in 2010.

What has been the impact of CAP shopping on PPL Electric’s system?

The direct testimony of Mr. Wukitsch (PPL Electric Statement No. 3) explains the
statistics and data related to CAP shopping within PPL Electric’s service territory, as well
as describes the impact that CAP shopping has on CAP credits and the CAP program
costs borne by other customers. Shopping does not directly affect an OnTrack

customer’s payment amount, which is based upon ability to pay. However, the OnTrack
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data and statistics summarized by Mr. Wukitsch suggest that CAP shopping can result,
and has resulted, in OnTrack customers, as a whole, exceeding their CAP credits at a
faster pace than they would have if they did not shop and, instead, received default
service at PPL Electric’s PTC. This accelerated use of CAP credits puts these low-
income customers at risk of early removal from the OnTrack program. The OnTrack data
and statistics summarized by Mr. Wukitsch also suggest that CAP shopping can result,
and has resulted, in increased CAP costs that are paid for by other Residential customers

through the USR.

Is the impact of CAP shopping limited to PPL Electric?
No. CAP shopping is an issue that impacts all EDCs and natural gas distribution
companies (“NGDCs”) in the Commonwealth. All EDCs and NGDCs must and do offer
CAP to low-income and payment-troubled customers. Further, there are both retail
electric and natural gas competitive markets in the Commonwealth. Finally, all EDCs
and NGDCs are the provider or supplier of last resort, meaning that they are required to
provide the energy supply (electricity or natural gas) when a competitive retail supplier is
not selected by the customer. Thus, the issue of CAP customers potentially selecting a
supplier with a price higher than the utility price is an issue that is applicable to all EDCs
and NGDCs through the Commonwealth.

Given the CAP shopping data provided by Mr. Wukitsch, the Company believes
that some limits on CAP shopping should be developed. However, the impact of CAP
shopping is not an issue that is limited to PPL Electric alone but, rather, is an issue of

statewide importance.
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Has the Company considered any proposals related to CAP shopping?

Yes. As explained by Mr. Wukitsch, the Company held several collaborative meetings
with interested stakeholders prior to filing the DSP IV Petition. PPL Electric provided
OnTrack shopping data and solicited input from participating stakeholders during the
collaborative meetings. During the collaborative, interested stakeholders offered certain
proposals to address the impacts of CAP shopping, including, but not limited to, a
proposal to limit the CAP shopping rate to be no higher than the effective PTC and/or
waive all EGS contract cancellation/termination fees for CAP shopping customers.

PPL Electric considered CAP shopping proposals offered during the collaborative
and agrees that certain proposals, if designed appropriately, could potentially address
some of the concerns and issues with CAP shopping. However, the Company has serious
concerns that if any such proposals are adopted for PPL Electric only, this could
effectively erode retail competition for CAP customers in PPL Electric’s service territory.
Indeed, if CAP shopping limits were adopted for only PPL Electric (i.e., limit the CAP
shopping rate to be no higher than the effective PTC and/or waive all EGS contract
cancellation/termination fees for CAP shopping customers), EGSs likely would stop
offering competitive supply to OnTrack customers and, instead, seek only to offer
competitive supply to CAP customers of other utilities that do not have any restrictions
on CAP shopping.

PPL Electric is also concerned that adopting such proposals could potentially put
PPL Electric in the position of actively monitoring, policing, and ultimately enforcing the
terms and conditions between EGSs and CAP customers. For example, PPL Electric

could be put in the place of monitoring EGS contracts to ensure that EGSs are not
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charging OnTrack customers a rate that is higher than the PTC or that EGSs are not
applying termination/cancellation fees to OnTrack customers. This is particularly
problematic as PPL Electric does not have access to the EGS contract, nor do the EDI
enrollement transactions disclose the rate and/or if there are termination/cancellation fees.
Not only would PPL Electric be required to monitor new EGS contracts, the Company
also would be required to track and monitor all current shopping customers that are
enrolled in CAP to ensure that the existing EGS contract complies with the CAP
limitations on an ongoing basis. Clearly, requiring PPL Electric to monitor and enforce
these EGS contracts will require changes to the current process, as well as significant
time and resources.

Further, it is entirely unclear what, if any, authority PPL Electric has over the
EGS contracts with CAP customers. PPL Electric is not a party to any contracts between
EGSs and shopping customers. Thus, even if CAP shopping limitations were adopted
and the Company invested the resources necessary to monitor and track the EGS
contracts with CAP customers, PPL Electric would not be able to enforce the CAP
shopping limitations without a change in the law or regulatory scheme.

To avoid these concerns, and given that CAP shopping is an issue of statewide
importance, the Company recommends that the Commission promptly initiate a statewide
collaborative open to all interested stakeholders and/or initiate a new rulemaking

proceeding to address these CAP shopping issues on a uniform, statewide basis.
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Is PPL Electric proposing any interim measures until a uniform, statewide solution
to CAP shopping can be developed?

As previously stated, the Company strongly believes that CAP shopping is a statewide
issue that needs to be addressed on a statewide basis. In the interim, however, the
Company proposes to try to mitigate the impacts of CAP shopping by encouraging all
OnTrack customers to participate in the SOP.

The SOP provides customers with the ability to receive competitive electric
generation supply at 7% discount from the then effective PTC for one year and does not
permit EGS termination/cancellation fees. As a temporary measure until a uniform,
statewide solution to CAP shopping can be developed, PPL Electric proposes that any
customer that either (i) inquires about OnTrack or other low-income programs or (ii) is
enrolled in OnTrack will be advised about the availability of the SOP (consistent with the
SOP requirements), including its terms and conditions. Any OnTrack customers
interested in the SOP will be transferred to the SOP third-party administrator, who will
further review the program with the customer and, if interested, assign the customer to a
participating EGS.

This interim CAP shopping proposal will encourage OnTrack customers to (i)
obtain competitive retail supply, (ii) obtain a rate lower than the PTC, and (iii) avoid EGS
contract cancellation/termination fees if they elect to withdraw from the SOP program.
Although this may not be a long-term, statewide solution to CAP shopping, PPL Electric
believes this interim CAP shopping proposal will help mitigate the impacts that CAP
shopping has on CAP credits, risk of early removal from the OnTrack program, and the

CAP costs that are paid for by other Residential customers through the USR.
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XI.

MISCELLANEQOUS

Is PPL Electric requesting that the Commission issue any specific rulings to support
implementation of the DSP IV Program?

Yes. In addition to approving all aspects of the DSP IV Program and the requested
waivers described in the Petition, PPL Electric requests that the Commission approve the
DSP IV SMA and the amendment to the Third-Party SOP Services Contract between
PPL Electric and PPL Solutions as affiliated interest agreements under 66 Pa.C.S. § 2102

and include such approval in its final order.

Please explain why the Company is requesting affiliate approval of the addendum to
the agreement between PPL Electric and PPL Solutions.

PPL Electric Utilities Corporation, and PPL Solutions are affiliated entities, as they both
report to the same parent, PPL Corporation. Because PPL Electric and PPL Solutions are
affiliates as defined in 66 Pa.C.S. 8 2101, the Company is required to seek Commission
approval of the proposed amendment of the Third-Party SOP Services Contract between
PPL Electric and PPL Solutions as an affiliated interest agreement pursuant to 66 Pa.C.S.
§ 2102. As explained above, given the success of the program and the approach used, the
Company believes maintaining PPL Solutions as the third-party administrator is

appropriate.

Please explain why the Company is requesting affiliate approval of the DSP IV
SMA.
Under 52 Pa. Code § 54.186(b)(5), an affiliated supplier may participate in a Default

Service provider’s competitive bid solicitations for generation service. PPL Electric

-49-



10

11

12

13

14

15

16

currently does not have any affiliated suppliers.® However, in the event any suppliers
were to become affiliated with PPL Electric during the DSP 1V Program Period, any such
unregulated affiliates will be permitted to participate in the Company’s Default Service
supply solicitations. If one of those affiliates is the successful bidder for one or more
tranches of Default Service supply, PPL Electric would enter into a SMA with that
affiliate.

It would not be practical or efficient, in light of the procurement schedule set forth
in PPL Electric Exhibits JC-3 and JC-4, for the Commission to review the SMA contract
under 66 Pa.C.S. 8 2102 following the solicitation processes. Rejection or significant
modification to the SMA after a solicitation has concluded, and winning bidders have
been selected, could significantly disrupt the Company’s Default Service procurement

process.

Is the Company requesting any waivers in this proceeding?
Yes. Pursuant to 52 Pa. Code §54.185(f), a Default Service provider “shall include

requests for waivers from the provisions of this subchapter in their Default Service

® See Joint Application of PPL Interstate Energy Company and PPL Electric Utilities
Corporation for All of the Necessary Authority, Approvals, and Certificates of Public
Convenience (1) for the Transfer of PPL Corporation's Ownership Interest in PPL Interstate
Energy Company to Talen Energy Corporation, and Certain Post Closing Transactions
Associated therewith; (2) for the Transfer of Certain Property Interests Between PPL Electric
Utilities Corporation and PPL Energy Supply, LLC, and its Subsidiaries in Conjunction with the
Transfer of All of the Interests of PPL Energy Supply, LLC and its Subsidiaries to Talen Energy
Corporation; (3) for any Modification or Amendment of Associated Affiliated Interest
Agreements; and (4) for any Other Approvals Necessary to Complete the Contemplated
Transactions, Docket Nos. A-2014-2435752, A-2014-2435833, 2015 Pa. PUC LEXIS 157
(Order entered April 15, 2015).
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program filings.” In this proceeding, PPL Electric is requesting the following waivers for

the DSP IV Program:

PPL Electric seeks a waiver of the quarterly PTC requirement and, instead,
proposes to continue to offer semi-annual PTC changes. The semi-annual PTC
was approved in DSP I11, to be consistent with the 6- and 12-month procurements
used in the DSP Ill Program. The six-month PTC changes, and associated six-
month reconciliations, reduce volatility in the PTC. Moreover, the six-month
PTC changes support retail competition by providing customers greater certainty
when evaluating shopping opportunities and by providing EGSs greater certainty
when developing offers.

PPL Electric also seeks a waiver from the requirement to issue a final PTC 45
days prior to the effective date of the PTC, and to continue the issuance of the
PTC 30 days in advance of the effective date that was approved for DSP II1.

To the extent required, PPL Electric also seeks a waiver from Section 69.1804 of
the Commission’s DSP Policy Statement, which provides that default service
plans should be for two years, unless otherwise directed by the Commission. As
explained previously, PPL Electric proposes that the term of DSP 1V Program be

for four years.

Is the Company requesting that the Commission act on its petition by a specific

date?

Yes.

PPL Electric requests that the Commission approve the DSP IV Program on or

before October 28, 2016. The Company requests Commission approval of the DSP IV
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Program no later than October 28, 2016, to provide sufficient time to implement

procurements under the Program.

Does this conclude your direct testimony?

Yes.
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PPL Electric Exhibit JMR-1

CALL CENTER SERVICES AGREEMENT
Thig Call Center Services Agreement (‘iAgreement”) is made and entered into on April Lo_ ,
2013 by and between PPL Electric Utilities Corporation (“PPL Electric® or “the Company™), a
cori?oration organized and existing under the laws of the Commonwealth of Pennsylvania and
PPLSolutioﬁs, LLC (“Contraotor’i), a limited liability company organized and existing under the
_ iaws ‘of the State of Delaware. PPL and Contractor are individually referred to as a “Party” and
collectlvely as' “Parties” in this Agreement. PPL Blectric and its cﬁrcct'ms, ofﬁccfs, agents and
" employees are referred to as tlie. "i’PL Parties," aﬁd Conttactor, and its respective directors,
. officers, subcontractors, agents and efnpioyees ave referred to as the "Contréotor Parties",
1. BACKGROUND, .
A,  PPL Elechic is an clectrio distribution company (‘I“E.DC”) hqadquartcrcd in
_ Ailentown, PA. PPL Electric delivers electricity to approximately 14 milﬁon customer accounts
in east/central Pcnnsylvani'a:_ PPL, Electric’s cnstomers may purchage their electricity from an
electric generation supplier (“EGS”), If they do n(;t, thefr electricb service is provided by PPL -
Electric pumu@t to Peﬁnsylvania Public Utﬂify Commission (“C ommis;ion”) approved Default
Service Supply contracts, ' '
B. . The Standard Offer Program (“SOP”) is designed to present a discounted EGS .
rate offer to custorﬁers Wﬂo con;cact PPL Electric to start service or who are existing PPL Electric

customers who contact PPL Electric to inquire about their bills (other than those who are

responding to a collections notice) or to inquire about the SOP.

C. The SOP is a customer referral program, to be established in accordance with PPL
Eleotric’s Default Service Program and Procurement Plan Final Order jssued on Jamuary 24,

- 2013: and subsequen't orders (collectively “Commission Orders”), by the Commission,
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D. Certain matters related to the operation of the SOP, in particular the use of a third
patty to provide call center services, are currently pending review by the Commission, The
description herein of the SOP is based upon the compliance proposal submitted by PPL, Electric

to the Commission on Maroh 11, 2013,
E.  This Agreoment is based wpon that proposal and the project scope that is

_contained therein,

' IN THE EVENT THAT THE COMMISSION MODIFIES OR REJECTS PPL
ELECTRIC’S SOP COMPLIANCE PROPOSAL, IT MAY BECOME NECESSARY TO
REVISE THIS AGREEMENT OR TO NULLIFY IT ALTOGETHER, IN THE EVENT .

THAT THE COMMISSION MODIFIES PPL ELECTRIC’S COMPLIANCE PROPOSAL
THE PARTIES SHALL ENTER INTO GOOD FAITH NEGOTIATIONS TO MODIFY
THIS CONTRACT INTO COMPLIANCE WITH THE SOP COMPLIANCE PROPOSAL
AS MODIFIED BY THE, COMMISSION. IN THE EVENT THAT THE COMMISSION.
REJECTS PPL ELECTRIC’S COMPLIANCE SOP PROPOSAL WHOLLY OR IN
PART, THIS AGREEMENT SHALL BE NULL AND VOID, AND THE PARTIES

SHALL HAVE NO FURTHER OBLIGATIONS TO ONE ANOTHER,

F. Thé Parties agtee that, as a contract bemeen affillated entities, this Agreement
must be approved by, and is éont;'ngentupon approval by, the Commission. In the event that this .
Aéreemén_t is not approved, the Agreement sha_ll be vl and vold, and the Parties shall have no
further obligaﬁons to one another, '
2. DESCRIPTION OF THE STANDARD OFFER PROGRAM.

A, The SOP provides eligible PPL Bleotrlo owstomers who are staHing service,
inqu_irhlg about their bill or inquiriﬂg about service from an EGS with the opportunifry to receive
supply service from .a participating EGS at a discounted rate, pursuant to the terms of the
Commission Orders. PPL Elecn:ic Customer Service Representatives ("CSRs") will ask eligiﬂe
. customers inquir,ing._ a:b(?l_l’[ theii bill or service from an EGS if they are interested in Iearnipg

' about the SbP; a:riy intereéfed customer -wﬂl_ be transferred to the Contracto;’ who will provide -
" more détf;il to the customer regarding the SOP and who will be responsible for determining if the

- o2
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customef wants to participate in the SOP. PPL Electric CSRs will transfer all start service

customers to the Contractor to provide details regarding the SOP,

B, The Contractor will record the custonier's selection, which the Contractor will

submit to PPL Eleottio at the end of each business day in an electronic format to be agreed upon

" beteen the Contractor and'the Company.
| C. Customers palticipaﬂilg m the SOP will reoéiva a fixed rate from a participating
EGS for a twelye-month feziod that is equal to a 7% discount from the PPL, Hleotric Price-to-
Compare ("PTC") in effect at the time the customer enrolls ifi the SOP. The SOP has no contract
terminaﬁo'n or penalty fees if a cu.stomer decides to switch to another EGS or retum to Dﬁfault
-Servioe. PPI, Eléeotric’s PTC is subje‘ct to change effective March 1, June 1, September 1- and
December 1 of each year. EGSs may elect éach quarter whother they-desire to participate inthe
S0P, _
) ' D. ' Residentidl and Small éommercial & Industrial ("C&I") ouston;ers with billing
demands less than: 25kW) who oﬁ_rrenﬂy do not mueivé service from an EGS in the PPL Service
territory calling ﬂle C@my will be antivel}; offered the SOP, ‘tsubject to certain restrictions set .
forth in Coﬁni#ion Orders. Ifan eliéible residential or small é&I customer cmrently receiving
service from an EGS (“shop-piﬂg customer”) actively inqmte's- about the SQP, the Company will
allow the customer's pbtenﬁal participation and inclusion, _ '
3. TERMOF CONTRACT. '

A.  The SOP will be offered to. customérs beginning Auéust 1, 2013. The program

will continue untit May 31, 2015, This Agreement will remam in force between August 1, 2013
and May 31, 2015, unless terminated earliér by the Commission, R

4 PRICE,
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.A. The.Con’crac’cor ﬁll provide the services under this Agresment at arate of $28.00
pet referred customet, For purposes ef ‘this Agreement, a referred customer is a customer who
_affirmatively elected the SOP, and whose election was submitted by Contractor to PPL. Electric
as provided herein. The Partles agree that Contractor will submit monﬁy invoices to PPL
Electric (via an inter-unit accounting tratgsfer or otherwise) which shall show the number of .

customers referred and charges therefore. PPL Blectrio shall pay such invoices within 30 days of

the date of the invoice.
5. Pﬁqcﬁss FOR CALLS,
A PI"L' Electric will -ooinpiete all applicable steps associated with the original
eustomer call. It ie not expected that any calls will be trensferred back to PPL Electrc once
transferred to the Contractor for the SOP, At the end of the original call to PP, Electric, eiigible ~
‘callets and selected customer data will be transferred to the Contractor so the Contractor can
explain in more detail the terms and conditions of the SOP. PPL Electric's CSRs will not stay on
the call after transfer to the Contractor, The Contractor will ﬁse_scripting and talking points
provided by the Company in the discussion with the customet. At the end of the discussion, the
Contractor will tecord the customer's selection - either an enrollment with no EGS preference; an :
enro'llmeﬁt with a specific EGS selected; or the customer's.decline ef the offer.
B. At the end of each business day, the Contractot willlsubmit the customer acceunt
number and ﬁe custoimer's selection to PP Electric, PPL Electric will select an EGS for cach
customer who had no EGS preference, and will submit the referrals to the respective EGSS te '

enroll the customet on the rate, For cach EGS referral submitted to the Company, the Confractor

will be credited,
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C. The Contractor’s agents must read from scripts provided by-the's Coﬁpmy to all
;:ust_omers. The scripts will address different types of calls; it is imperative and material that the
agent receiving the call exec-utes the correct script and actions associated Witil the call type.

D.  The Contractor will tlansmlt and receive electronic files in a format agreed wpon
by the Contractor and the Company. ‘Reports related to customers refotred and eﬁolled and
other process 'control reports need to ﬁe in place for the successful execution of the SOP, The
development and responsibility for these reports Mll be agreed ﬁpo'n during the development of
_the processes by PPL Electric and Contractor at a later date,

E. Approximately 5 days prior to the statt of each calendar guarter (Match 1, June 1, |
September 1, and December 1), the Company yﬁll provide to the Contractor a list of parﬁcipaﬁng.
EGSs for that quatter, If no EGS offers are made aw;ailable, the SOP will not be oﬂ‘gred to
éustomers. In the event there are ;'10' participating EGSs for a quarter, the Company .wi]l not
transfer calls' to the Contractor, and the 'Cdntrz‘wt:or will not provide call center services; however, -
the Contractor will bo expected to be prepared to begin offermg call center services again the
following quarter, o ) .

F, The Conjxaﬁtqr'is required to set-up phone lines that allow the call transfer types
(start servi;',e and billing .inquiry) to be distinguishable to its agents receiving the call. The '
_Contractor .shail pxpﬁide its _agenfs with all ;:elevant_ telephony, computer, and other office

equipment and matetjals to provide successfully the services described in this Agreement,

G.

The Contractor will be required to provide supervision to resolve agent and
customer issues. PPL Bleciric will provide escalated syippo;:t for Contractor’s supervision;

however, Contractor’s supervision is required to troubleshoot and attempt to resolve issues

before escalating the issue to PPL, Electric,
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H. The Contraetor is obligated to provide translation services .as needed by
customers,

- L PPL, Electric's call centor is open I\Z[ondaf throogh Friday from 8:00 AM to 5:00

PM E’astem Time. The Contractor shall handle referred calls during those times The Company

shall prowde nottce to Contactor of holidays when the call center will not be open. The

Company will transfer customer calls to Contractor only during the hours of operat{on during _

those quartets when the SOP is in effect
J. Contractor shall provide a grade of sexvice level of 80/30, meaning that 80 percent

of calls are answered within 30 seconds. Conttactor shall provide a service level which meets or

exceeds this'level _
K. The Contractor is respons1ble for ensuring that scripts ate followed by its agents »

' and that quality monitonng is performed. The Company will require the immediate removal of

any agent from performilig duties. assoclated with the SOP whose behaviors ate threatening or

dlsrespectﬁﬂ to cue’comers
L. 'Ihe Contractor must conduct agent training, The Company will suppoﬁ the

Contractor with the development of the trammg, including train-the-trainer sessions with the

' Cont_rac’t_or.

6.  INTELLECTUAL PROPERTY.
A Except as otherwise provided herein, each Party shall retain all its rights in its

' intellectual property. PPL Electtic shall have'the right to use the reports, prepated by Contractor

using Contractofs proprietary reporting system, and delivered to PPL Electric as patt of the

services in connection Wlth this Agreement Contraotor represents and warrants that it has the

4 right to provlde sueh reports 1o PPY, Electric and that such reports ate dehvered free and clear of
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any liens, claims, encumbrances, and rights in. favor of any third-party. PPL Electric grants to
Contractor a fully paid, nonexclusive license during the Term to use PPL Electric's prop;ietary
goftware ("PPL Software") solely to the extent necessary for performing the services hereundet.
The Contractor shall not be permitted to ose PPL Software for the benefit of any entities other

than PPL Electric. Contractor shall cease all use of PPL Software upon expiration or termination

of this Agreemen’c

7. CONFIDEN TIALITY

A, "Confidential Informatxon" of PPL Bleotrm or Contlactor means all 1nformat10n

and doeumentation of PPL Electtic and Contractor, respectively, whether disclosed to ot

-accessed by PPL Electric ot Contractor in connection with this Agteement, including (A) with

respect jo PPL Electric, all information, including infonnaﬁon relating to cu'stomefs, PPL

Eleotric payments, technology, operations, facilities, consumer markets, products, capacities,

: s'fystems, procedures, seourity practices, resear{ch, development, bustness affairs, idess, concepts,

innovations,‘ {nventions, designs, business meﬂlodologies'and processes, improvements, trade
secrets, copynghtable subject matter and othet propnetaty information, of PPL Electric, PPL _
Electric affiliates or its or their customers, suppliers, contractors and other third parties doing

business with PPL Electric or PPL Electnc affiliates, (B) with respect to PPL Electrio and |
Con.tmctor the terms of fhis Agresmeﬁt and (C) with respect 1o Contractor, the Contractor
opetations, facﬂmes, products, capaomes, systems, procedures security practices, reseatch,
development business affairs, ideas, concepls, innovations, invenfions, designs, busmoss o
methodologles and processes, Improvements, trade secrets, copyrightable subject matter and
other propietary mformat]on, of Contractor; provided, howevet, that except to the extent

othetwise provided by applicable law, the term "Conﬁdenttal Informatlon" will not inc]ude

10578284v1




PPL Electric Exhibit JMR-1

information that (1) is independently developed by the recipient, as demonsirated by the
recipient's written records, withqut violating ﬂ'lc disclosing Party's proprietary rights, (2) is or
becomes publicly known (other than through unauthorized disclosure), (3) is disclosed by the
owner éf s-uch information to a third party free of any obligation of confidentiality, (4) is already
known by the recipient at the time of disclosure, .as demonsirated by the rccipient's; written
reéord's, and the recipient has no obligation of conﬁdentiality oth;er than pursuant to this

- Agrebment or any confidentiality agreements between PPL Electric an:d Contractor entered into
. before the date of this Agreement‘ or (5) is rightfully received by a Party free of any obligaﬁon of
confidentiality, p;ovided that (a) such recipient has no knowledge thét such information is
subject to a confidentiality agreement and (b) éuch information is not of atype or character thata
) reason;uble petrson would have regarded it ag confidential,

B B. All Conﬂden’_dal Information relating to a Par!:'y' will be-held in co@dence by the
otilér Party to the same extent and with at least the same degree of care as such Party protects its
© own conﬁdenﬁal ot proprietary info'zmatio.n of lﬂce kind a_:nd import, but in no event uging' less
thé.n a reasonable degree of c'are.. Neither Party will disclose, dupiicate, publish, relense, transfqr
or otherwise make available Confidential Informaﬁc;n of the other Party in any form to, or for ﬂlf.}
uge or benefit _of; any perS(;n or entity without thé other Party's consent, Each Party shall use
Confidential Information sélely to provide or recsive services under this Agreexﬁent, Each Party
will, however, be permitted- to disclose relevant aspests of the other Party's Confidential
Information to its 'ofﬁcers, agents, subcontractors a1.1d employees to the extent that such _
' disclosure is reas’onabljr ﬁecessary for the performance of its duties and obligations unde-r this
Agteement and such disclosui'e is no't"pr.ohil')i.tcd-by the M—Mach~Bﬁley Act of 1999 (15

U.S.C. § 6801 et seq.), as it may be amended from time to time (the "GLB Act;'), the regulations

-10578284v1



PPL Electric Exhibit JMR-1

promulgated thereunder or other applicable law. Each Party will establish coxmzieréially
reasonable comnirols to ensure the confidentiality of the Canfidential h;.fonnati_on and to ensure

- that th? Confidential Information is not disclosed contrary to the provisions of this Agresment, '
the GLB Act or any other applicable privacy laws. Without ]inntmg the foregoing, each Party

" will implement such physic;al and other secun'ts’ measures as ave necessary to (A) ensure the
security and conﬁdenﬁaiity of the Confidential Infoimation (B) .pré’;eot against any threats or
hazards to the security and integrity of the Confidential Information and (C) protect against any
unauthorized acéess, 1o or use of the Confidential Tnformation, . To the extent that any duties and

' re:sponsibiliﬁes under this Agréement are &eleg-ated to an agent or other subcontractor) the Party

ensures that such agents and subcontractor adhere to the same requircmeﬁts.
. C.  Inthe event that either Party or an agent of either Party is ;GQuested or required by
any governﬁental authority, whether by'oral qucstioﬁ, inter;ogatoﬁeé, requests for information
or documents, subpoenas, civil im'/es.tigaticin or similar process, to disclose any of the
Confidential Information of the other Pﬁrty, such Party will provide the other Party with prompt
no_tice of suchl.'e-qucsts 5o that the-other Party may seek an appropriate protective order or similar
. relief, or if appropriate, waive compliance with the provisions of tin's Section, Such Party will

- use all commercially n;,asonable efforts to obtain, or assist the other Party in obtaining, éuch a
_. protective order or relief . | . ‘

D, Conttactor and PPL Ele'c:tlic'aclmowledge the sensitivity and confidentiality of.
personal consumer financial information which may be contained J'.I.l PPL.Electric's C;nﬂdentia.l
Information including all personally jdentifiable information relating to an individual consumer )
.in connection with PPL -Elec_ﬁi(-:'s accounts, .any' épplication for a PPL Eleciric aé_éoun_t or the

marketing or pfomo.ﬁon of PPL Electric's accounts .("Pc_%rsbnal Infbnnation")_. In addition to the
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confidentiality obligations of the Parties under this Section, Contractor emd PPL Electric
acknowledge the piotections ‘afforded by law to such Personal Information and each agrees to
comply with all such legal requirements applicable to it-in the performance of its obligaﬁohs
under this Agre\eme.nt. Contractor agrees that it will not disclose or wse Personal Information
other than to ca&y out the pmpos.es for which PPL Eleciric provides such information‘ to -
Coniractor, PPL El;actn'c acknowledges that such purposes mclgde the creation, maintenance
| énd hﬁplementation (l)f data bases. ir'lgencied to pfevent actual or .potential fraud, unanthorized
transactions, claims or pthgr liability, inchuding data bases that may be usged'-for the same
purposesh for other custc;mers of Contractor, Specifically, PPL Eleciric represents and warrants to
"Conttactor that PPL Electric has provided all re(iuircd notices, opt;outs, dpt-ins or. other similar
rights to consmers with respect to any Personal Information delivered, transmitted or disclosed
in ;any_oﬁler fashion by Contractor to any third party at the direction of PPL Electric, The parties.
~acknowledge. that certain federal, state and local laws may requite in the event of unauthorized
acquisition of personal information about PPL Electtic customers or fheir transactions fiom the
~ Contractor System, that either Contractor or PPL Electric. (i) notify law enforcemént entities or
consumers or ‘(i) undertake other actions, In 'such' évenf, Contractor shall fully cooperate wit.h
PPL Electric regarding the nature, timing and conte;nt Qf such notice or relevant aspects of such
other required action. The patties agree that the costs of performing any .such oompliance.
requirements, Whether incurred by Contractor or PPL Electric, shall 'b.e alloc-ated to the party

responsible for causing the required action to be taken,

E." = Without limiting either Party's rights in respect of a breach of this Section, each

' Party will;
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1, promptly notify the other Party of any unauthonzed possession, use or -

-knowledge, or a‘ctempt thereof, of the other Party's Confidential Information by any person or

entity that may ‘become known to such Party; _
2. promptly farnish to the other Party full details of the unauthorized access,

possession, use or knowledge, or attempt thereof, and assist the other Party in investigating or '

preventing the recurrence of any unairthorized possession, use or knowledge, or attempt thereof,

of Conﬁdential Information; .
- 3. coopetate with the other Party in any litigation and investigafion against
third pafties deemed necessary by the other Party to protect its proptietary tights to the exfent

such litigation or investigation relates to the services heréunder; and

4. promptly use its best efforts to prevent a recutrence of any such

unauthorized possession, use or knéwledge, or attempt thereof, of Confidential Information.

F.
release, or adveriise, disclose or use PPL Electric's name in matketing materials or in any media

Contractor will not, duting and affer the term of this Agreement, issue a press

(written, printed, recorded, electronic or otherwise), without the prior written consent of PPL

Flectric for each instance, except in ordet to comply with any applicable law, order, regulation o .

exchange rule, .

8,  INDEMNITY, - S
CA Contractor sha]l defend, indemnify and hold harmless PPL Electric and PPL

" Parties from an‘d against any liability, loss, claim, settlement payment, cost and expense, interest, *

' aWarc@s,. judgments, dginages, fines, fees and peﬁalﬁe's (including r,easo‘ﬁable attorney’s f.e.es)

_ ("Loéqes") incurred by PPL Parties to the extent any claims, demands, suits or céuseg of action

are made by unrelated third parties against PPL Parties based on allegations arising from or

: 11-
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relating to (i) a breach of the Agreement by Contractor or (ii) damage to property or injuries to or
death of any person due to the negligent, acts or omissions by Confractor Parties, Contractor also -

shall indemnify PPL Parties"from any costs and expenses incurred in conpection with the

enforcement of this Section.

B. PPi. Electtlo shall defend, indemnify and ' hold harmless Contractor and
Contract(;r Parties fr(;m and ‘againét any Losses incurred by C'ontractor Parties to the extent aﬁy .
' . claims, demands, suits ot causes of action are made by unr.elated third parties againsf Contractqr
Parties based on allegations atising from or relatingto (i) a breach of the Agreement by PPL
Electric or (3i) damage to property or injuri‘es to or death of any person due tg the negligent acts
or omissions of PPL Parties. PPL Electric also shall indemnify Coniractor Parties from eny costs L

and expenses incurred in connection with the enforcement of this Section,

9, INSURANCE.
A If r.equeste.d by PPL Eleciric, Contractor shall furnish to PPL Electric within ten -
(10) days of the dafé of this Agreement, evidence of minimum insurance covefage in an amoﬁnt‘
to be 'c'leitem'iined by PPL Electric 'in its séle discretion. Con’czjactor's obligations under this
Section shall not be limited to Contractor's insuance coverages, Con&actor shall secure and

maintain in force Wotker's compensation or the equivalent insurance for Confractor's employees
in amount and form to comply with any applicable law.

10.  INSPECTIONS/AUDITS,
A, Dun'ng the cowse of performance under this Agreement, PPL Electric or its

_ designee shall have the right of reasonable access to Contractor Parties’ facilities during normal *
b.usi-nass hours for the purposes of inspection of the progress on the services. Contractor shall

cboi)arate with PPL Eleciric's representatiw}es in fumlshmg such access, records and assistance as

. : 2
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may be reasonably requested, Contractor and its subconfractors shall maintain books, records,
documents and other information and actounting procedures and pr.acu'cos ( "Records") sufficient
to determine Confractor's and its subcontractors’ porfonnance and compliance with the
requlremonts of this Agreement, Records shall be tetained for aminimum of three ®) years after
final payment. PPL Electtic shall’ have the right of access to all Contractors and its

subcontractors Records, wherever maintained, during normal buginess hours, to review, ‘audit

and verify Contractor's and its subconiractors’ " performance and compliance with the

requirements of this Agreement, Contractor 'a,ngi! its subcontractors shall cooperate with PPL

Eleciric in furnishing such access, Records end assistance as may be reasonably requested by
PPL Eleciric. In addition, PPL Electric may review and audit Records to verify that Contractor
and its subcontractors did not make payments to or for the personal benefit of employees of PPL’

Electric, its agents and its other contractors, .
Contraotor shall keep and maintaln complete and accurate books records and

B,
accounts i’e}atmg to this Agreement and shall conduct such internal audits as are reasonably
required to vetify continuing full compliance with ﬂﬁs_AgL;éoment. PPL Electric shall have the
sight, from time to time, to audit such books, tecords and accounts of Contractor to ‘v.erify
Contractor's compliance with the terms and conditions of this Agreement, Any such audit shall
be at PPL Electric’s expense; provided that if such audit reveals an error in Contractor's invoice
ca]culation'resu'ltmg in an ovorcharg'e to PPL Electric of three percent (3.0%) or mote, or any
other material breach of this Agreomen"c Contractor shall promptly pay to PPL Electric all costs
and expenses of such audit, and PPL Electric may perform additional audlts at Contractor's

" exp ense, umtil an audlt shows no underpayment or noncomphance Contxactor shall promptly pay

. PPL Electric the amount of any undérpayment (and correc’Q any other noncomphance) revealed )

13
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"by any such andit. At PPL Electric's request from time o time, Contractor shall ptovide to PPL
_ Electric asigned officer's certificate certifying Contractor's compliance with this Agteement.
11, ASSIGNMENT AND DELEGATION.

A.  Contractor will not assign any of its rights o delegate ifs performance arising
under' or relating to this Agreement, voluntarily or involuntarily, whether by merger, |
consolidation, d1ssolut10n, operation of law or any other manner, to any third party without the
prior written consent of PPL Flectric. For the pmposes of this sectxon, change of control is
deemed an ass1gnment of 1'1gh’cs Auny such ass1gnment or delegation, absent Wntten consent will
be null and void. ' '

12, APPLICABLE LAW; FORUM; JURY WAIVER,
A, Al] matters arising under or telating to this Agreement will be governed by the

laws of the Commonwealth of Pennsylvania, not'wifhstanding conﬂi'ets 'of law rules. Contractor
consents to the e;cclueive jurlsdiction of the state courts in Allen_toeyn; Pennsylvania and the
federal dieuict court in :AllentOWn, Pennsylvania lfor the ﬁurpese of all legal actions and
proceedings arising out of or -reldtiﬁg to this Agreement, Each party waives, to the fullest extent
perrnitted by law, @y objection that it may 10w OF later have'to the laying of venue as provided
in this Section and any claim that any action or proceedmg brought in any such court has been

brought in an inconvenlent forum

EACH PARTY, TO THE EXTENT PERMITTED BY LAW, KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVES ITS RIGHT TO A TRIAL BY
JURY IN ANY ACTION OR OTHER LEGAL PROCEEDING ARISING OUT OF OR
RELATING TO THIS CONTRACT. THIS WAIVER APPLIES TO ANY ACTION OR
LEGAL PROCEEDING, WHETHER IN CONTRACT, TORT OR OTHERWISE, :

13" BREACH, REMEDIES AND LIABILITY.

14
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A, Contractor represents and warrants that its services shall be performed by

technically competent, qualified and ttained personnel in accordance with genetally accepted call
center standards, - | .

B. PPL. Electtic may terminate this Agreement for Contractor’s matetial breach, if
such breach remains uncured for ten days afier receipt of written notice thereof by PPL Eleciric, -
- .Up oﬁ termination o}f this Agreemen"c, Contractor sheall immediately cease performing the setvices

and deliver to PPL Eleciric all property belonging to PPL Electric and hereinafter all meterial in
Contractor’s poséassion contain.ing “Confidential Information as defined and copies theteof
| whether piepared by Contractor or others. Following tenninetion, Cenb:aetor sl{aﬁ not retain any

written or other taug1b1e, including “machine readable” material contmmng any PPIL, Electric
Conﬂdentlal Information, The Parties agree that Sections 6, 7 and 8 will survive any termination
of ﬂns Agreement

In the event that the Commission should make changes fo the S0P whleh materiaﬂy
affect eithet Parties’ obligations under this Agreement, either party may-elect in writing, within
20 days after a final Commission Order changing the SOP, to terminate the Agreement upen 30
days written notice. Upon texmineﬁen, the Parties hereunder shall have no .ﬁfrther obligations to

one another exoept those speexﬂcally denoted for survival herein,

C.  Each Paty's liability to the other (as distinct from and excluding a Party’

obligation to pay for the services hereunder) or for any loss, claim, injury, Hability, cost or
expense, including reasonable atforneys'. fees, relating to or arising out of or relating to this
Agteement, shall be limited to the amount of direct damages actually Incuired. In no' event shall

either Party be ﬁable to-the other in connection With this. Agreement fo'r_ special, incidental or

: 15
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consequential damages, including without limitation, lost profits or lost revenue, whether based
i‘n.coniract tort, warranty, misfepresentation, patent infringement, or otherwise. .
14, FORCE MAJEURE

A.  Neither Party will be'liable for any default ot delay in the petformance of its
_obligations undqr ﬂic Agreément if .and to the extent sucﬂ default or delay is caused, directly or
indirectly, by (1;) fite, flood, eatthquake, elements of nature or acts of God; or. (i) wars, fic.)ts,
- civil disordets, .rebcllions, strikes or revolutions; provided, that the ndnperfomhg Party is
w1thout fault in fallmg to preVent or caysing such default or delay, and such default or delay .
cannot reasonably be circumvented by ﬂle non-pexfonning Party through the use of alternate
sources, wotkaround plans or other means. Upodn the occuttence of a force majeure event at
Contractor's site-providl;ng the Setvices' hereundet, Cont‘rgctor will implement prompily, as
appropriate, the ﬁis;ster recovery/business continuity plan and p'rc.>_vid.c disaster recovery/business
conﬁnuity.servicés. in accordance therewith, subject to the availabiiity of T1 data connectivity
c.ircuits from third party cireult ﬁéﬁaers ot, as an alternative to the T1 circuit connectivity .
enﬁroment using VPN data con'necﬁvity and pointing telephone calls to.Contractor's 1-800-
line, which alternanve would reqmrc that PPL, Elcctnc maintain 1ts VPN access to its data systern

as a backup system In the event of a forcc majeure: event, PPL Electric shall have the right to

- terminate this Agreement upon 30 days’ notwe.
15, MISCELLANEOUS.,

A, Contractor is an independent contractor, and nothing in this Agreement will be
construed as creating the relationship of ptincipal and égent, or employer and employee, between
PPL Elecmc and any Contractor Partjes. Contractor will have no authonty to hire any. persons

on behalf of PPL Eleciric ot incur any debt habllity or obhgatmn of any nature for ot on behalf

L 16
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of PPL Electric. All persons whom Contractor employs will be deemed solely the employees of
Coniractor and will not be considered employees of PPL Electric for any purposes, Each party

glving a notice unider this Agreement will give the notice in writing-and address the notice as

ﬂollows‘:.
" Ifto PPL Electric:

Customer Contaet Center

PPI, Eleciric Utilities

827 Hausman Road (CCC)
Allentown PA 18104-9392
Attention: Bernard J, Molchany

Ifto Coniractor:

PPL.Solutions, LLC .
Two North Ninth Street
Allentown, PA 18101

Attention; James M. Minneman
With a copy to;
PPL, Services Corporation

Two North Ninth Sireet

Allentown, PA 18101-1179 .
Attention: Office of General Counsel (GENTW3)

- Facsimile No: (610) 774-6726
or to such other address designated by the parties from time to time, Notice is effective only

upon delivery to such address. Any amounts for which Contractor is liable under this Agreement
may be offset'by PPL Electric against any péyments :ceqﬁiréd of any PI;L Electric ot its affiliates
under any contract with Contractor or its afﬁ]iates. The term "including" in. tﬁis A‘gteemetit \.zvill .
be dééméd t:o mean Mncluding but not lifnitéd to", No change, amendment or ;no'diﬁc.ation of
any of the iarovisions of this Agreement will be binding unless in writing ﬂf.lﬂt identiﬁes litself as

‘ 17
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an amendment to this Agreement and that is issued by PPL Electric, Any grant of rights to PPL

Electrle under this Agreement will be deemed to be a grant of rights to PPL Parties. This
Agreement constitutes the final agseement between the parties and is the complete end exclusive
exprossion of the. parties’ agreement on the matters contained in this Agreement, All prior and

.con’tempo'raneous negotiationg and agreemetits I;etween the parties on the mattets contained in
this Agreement are expressly merged into and superseded by this Agteement, The pames desire
that the rlghts and obligations set forth hexrein be enforced to the maximum extent permitted by
applicable law, If any provision of this Agteement or its application to any party or .
circumstance is held invalid, illegal of unenforceable fo any extent, the, remaindes of this -
Agreement and the applieatien of that provision to the other parties or to other circumstances is

| not affected and is to be enforced to the fullest extent pennitteci by applicable law provided that

such enforcement” does not materially change the underlying business arrangement. This

_Agreement is binding upon, and inures to the benefit of, the -parties-' respective permitted
successors and assigns. No prov&sioﬁ of this 'Agreement may be Weived by PPL Eleciric except
pursuant to a writing that identifies itself as a waiver of thls Agreement issued by PPL Eleciric, .
Any remedies expressly conferred upon a party by thJs Agreement are cmmulative with and not .
exelus1ve of any other remedy confetred by this Agreement or by law on that party.- This -
. Agreement may be executed in one or more eounterpms, W1th the same effect as if the parties

had signed the same document, Each counterpart so executed will bo deemed to be an original,

and all such counterparts will be construed together and will constitute one Agreement.

: 18
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By affixing their signatores below, the parties hereby agree to be bound by the terms of this
Agreement,

PPL ELECTRIC UTILITIES CORPORATION

vy ebuck M Shnse e

Name: Zoyer M. Genecgldt!
Title: VPe Custrmer Seruices

ATTEST:

ATTEST: PPLSGLUTIONS, LLC-

BY
Name; fichoel R. Toner
Title: Pregident

19
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Amendment Number 1
to the
Call Center Services Agreement

This Amendment Number 1 to the Call Center Services Agreement (“Amendment 1) is
made by and between PPL Electric Utilitiess Company (“Company”) and PPLSolutions, LLC
(“Contractor®) this da™ day of _A-jg(“\\ , 2014 (“Effective Date”), Company and Contractor
are sometimes referred to in this Amendment 1 individually as a “Party” and collectively as the

“Parties.”

WHEREAS, Company and Contractor are Parties to that certain Call- Center Services
Agreement dated April 10, 2013 (the “Agreement™) pursuant to which Contractor provides call -
center services related to the operation of the Standard Offer Program (“SOP”) presented by

Company; , ‘ . o

WHEREAS, Company’s Default Service Program and Procurement Plan II approved by the
Pennsylvania Public Utility Commission (“Commission”) on January 24, 2013, under which the

SOP was established, expires on May 31, 2015;

WHEREAS, Company has filed a Default Service Program and Procurement Plan III with the
Commission for the period June 1, 2015 to May.31, 2017 pursuant to which Company proposes

to extend the SOP through May 31, 2017; and :

- WHEREAS, Company and Contractor have agreed to amend thé Agreement to provide for an
extension of the term based upon the proposal and project scope of the extended SOP submitted

to the Commission.

NOW THEREFORE, in consideration of the premises and other valuable considerations, the
receipt and sufficiency of which are hereby acknowledged, and intending to be legally bound, the

Parties agree as follows:

1.  The Recitals set forth above are hereby incorporated in and made a part of this
Agreement by thisA reference. '

2. The Parties agree that, as a-contract between affiliated entities, this Amendment 1 must .
be approved by, and is contingent upon approval by, the Commission. -In the event that this
Amendment 1 is not approved, this Amendment 1 shall be null and void, and the Parties shall
have no further obligations to one another as contemplated under this Amendment 1.

3. Section 3, Term of Contract, of the Agreerﬁént is hereby amended by extending the term
of the Agreement to May 31, 2017. Accordingly, the last two sentences of Section 3 are hereby

deleted and the following-inserted in the place thereof:

“The progtam will conﬁnue until May 31, 2017. This Agreement will remain in force
between August 1, 2013 and May-31, 2017, unless terminated earlier by the Commission.”

Confidential
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4. Any capitalized terms that are used but not defined in this Amendment 1 shall have the
meanings ascribed to them in the Agreement. All other provisions of the Agreement shall

remain in effect.

IN WITNESS WHEREQF, the Parties have caused this Amendment 1 to be duly executed by
their respective duly authorized representatives.

PPL Electric Utilities Company PPLSolutions, LLC

By: WW Ja?/&w%@r By: ﬂ %\_\/ﬂ\ .

Name:/lZO loer’f' M . 6 € n€051c—e> Name: Michael R, Toner
Title: _\ P~ Customey Cervice " Title: President
f OFFCEOF |

GENERAL GOUNSEL
: BY: >~
BATE: “l|°-3l\_'{'

—
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Amendment Number 2
tothe
Call Center Services Agreement

This Amendment Number 2 to the Call Center Services Agreement (“Amendment 27) is
made by and between PPL Electric Utilities Company (“Company”) and PPLSolutions, LLC
(“Contractor*) this day of January, 2016 (“Effective Date”). Company and Contractor are
sometimes referred to in this Amendment 2 individualy as a “Party” and collectively as the
“Parties.”

WHEREAS, Company and Contractor are Parties to that certain Call Center Services
Agreement dated April 10, 2013 (the “Agreement”) pursuant to which Contractor provides call
center services related to the operation of the Standard Offer Program (“SOP’) presented by
Company;

WHEREAS, Company’s Default Service Program and Procurement Plan [11 approved by the
Pennsylvania Public Utility Commission (“Commission”) on January 18, 2015, under which the
SOP was established, expires on May 31, 2017

WHEREAS, Company has filed a Default Service Program and Procurement Plan IV with the
Commission for the period June 1, 2017 to May 31, 2021 pursuant to which Company proposes
to extend the SOP through May 31, 2021; and

WHEREAS, Company and Contractor have agreed to amend the Agreement to provide for an
extension of the term based upon the proposal and project scope of the extended SOP submitted
to the Commission.

NOW THEREFORE, in consideration of the premises and other valuable considerations, the
receipt and sufficiency of which are hereby acknowledged, and intending to be legally bound, the
Parties agree as follows:

1 The Recitals set forth above are hereby incorporated in and made a part of this
Agreement by this reference.

2. The Parties agree that, as a contract between affiliated entities, this Amendment 2 must
be approved by, and is contingent upon approva by, the Commission. In the event that this
Amendment 2 is not approved, this Amendment 2 shall be null and void, and the Parties shall
have no further obligations to one another as contemplated under this Amendment 2.

3. Section 3, Term of Contract, of the Agreement is hereby amended by extending the term
of the Agreement to May 31, 2021. Accordingly, the last two sentences of Section 3 are hereby
deleted and the following inserted in the place thereof:

“The program will continue until May 31, 2021. This Agreement will remain in force
between August 1, 2013 and May 31, 2021, unless terminated earlier by the Commission.”
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4, Any capitalized terms that are used but not defined in this Amendment 2 shall have the
meanings ascribed to them in the Agreement. All other provisions of the Agreement shall
remain in effect.

IN WITNESS WHEREOF, the Parties have caused this Amendment 2 to be duly executed by
their respective duly authorized representatives.

PPL Electric Utilities Corporation PPLSolutions, LLC
By: By:

Name: Christopher Cardenas Name:

Title: VP — Customer Service Title:
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Standard Offer Program Binding Participation Form

To beincluded in PPL Electric Utilities Corporation’s (“PPL Electric”) Standard Offer
Program, (“ Standard Offer EGS Participant”)
agrees to be bound by the terms set forth below.

The Standard Offer EGS Participant hereby agrees that:

(1) It acknowledges, understands and will abide by the rules set forth in the Standard
Offer Program (SOP) Process and Rules document;

(2) itisobligated to pay the fee of $28 per customer referred, as incurred by PPL Electric
Utilities from the third party provider, within 20 business days of being invoiced;

(3) it will issue an EDI 814 enrollment upon notification from PPL Electric of customer
being assigned to it. The EDI enrollment will be processed by the Standard Offer
EGS Participant no later than 3 business days after notification of the assignment;

(4) it must accept all Standard Offer Customers who elect to participate and are assigned
to it under the Standard Offer Program;

(5) it must accept customers enrolled in the Standard Offer Program and implement a
new SOP rate code. If the Customer was previously enrolled with the Standard Offer
EGS Participant under a different quarterly rate code assignment, the Standard Offer
EGS Participant must send an EDI 814 rate code change transaction no later than 3
business days after notification of the assignment;

(6) once natification is received that a Standard Offer Customer is enrolled, the Standard
Offer EGS Participant will send notification to such Standard Offer Customer and
include the following terms as part of its disclaimer:

a. thetermsand conditions of the program;

b. the Standard Offer price, herein described below, to all its designated
Standard Offer Customers for aterm of twelve (12) billing cycles;

c. natification that there is no early termination penalty to any Standard
Offer Customer who |leaves the Program at any time during the twelve
(12) billing cycles,

d. any additiona terms or conditions as set forth in Chapter 54 of the
Pennsylvania State Code;

(7) The Standard Offer Customer’s price must reflect a 7% discount to PPL Electric’'s
Price to Compare (PTC) in effect at the time the Standard Offer Customer elects
service under the Program. This price will be maintained for all 12 billing cycles for
which the Standard Offer Customer participates in the program; and,

(8) In accordance with the provisions of 52 Pennsylvania Code Chapter 54, prior to the
termination of the contract with a customer under this program, the EGS will notify
the customer regarding the conclusion of the contract, and its offer concerning the
terms and conditions for continuation of service.

PPL Electric Utilities Corporation Standard Offer Program
January 29, 2016 Binding Agreement and Contact Form
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The Standard Offer EGS Participant warrants and agrees that it hereby undertakes all
responsibilities and service delineated herein asto Standard Offer Customers, and expressly
absolves PPL Electric from any and all liability for Standard Offer EGS Participant’s failure to
perform and/ or its default with respect to such responsibilities and service.

PPL Electric warrants and agrees that it hereby undertakes all responsibilities and service
delineated herein as to Standard Offer Customers, and expressly absolves Standard Offer EGS
Participant from any and all liability for PPL Electric’sfailure to perform and/ or its default with
respect to such responsibilities and service.

Participation in this Program shall constitute an Agreement by Standard Offer EGS
Participant to abide by the terms and conditions of the Program as set forth herein. In the event
of amaterial default by Standard Offer EGS Participant in any of its obligations under this
Program, PPL Electric shall have the right to provide written notice of the default to Standard
Offer EGS Participant, directed to the Contact listed in Exhibit 2. If Standard Offer EGS
Participant does not cure the default within 10 business days from the date of the written notice,
PPL Electric shall have the right to terminate Standard Offer EGS Participant from further
participation in the Program. PPL Electric also may seek whatever remedies to which it may be
entitled before the Commission, in a court of law or otherwise, including reasonable attorneys
fees. Any court action shall be litigated in the Court of Common Pleas for Lehigh County or in
the District Court for the Eastern District of Pennsylvaniain Allentown.

The Standard Offer EGS Participant acknowledges that if PPL Electric Utilitiesis not ableto
confirm that the Standard Offer EGS Participant is alicensed by the PUC, approved to participate in
PPL Electric’s service territory, isregistered as an EGS at PIM, and has passed EDI “Rate Ready
Billing” certification for the PPL Electric service territory as of the Submission Due Date, the
Standard Offer EGS Participant will not be qualified to participate in the Standard Offer Program
and will be excluded from the Program until such time as all deficiencies have been rectified.
Furthermore, it is the responsibility of the Standard Offer EGS Participant to cure such deficiencies.

The Standard Offer EGS Participant need only execute and submit this Form to PPL Electric
once. However, in order to be a participant during each PTC Quarter, it must utilize distinct Rate
Codes for each PTC Quarter through the PPL Electric System and notify the Company via e-mail of
its intent to participate per Article 4 of the SOP Rules. Any EGS failing to notify the Company of its
intent to participate in the Program will be excluded from that quarter’s SOP offering.

The submission of this Form to PPL Electric shall constitute the Standard Offer EGS
Participant’ s acknowledgment and acceptance of al the terms, conditions and requirements of this
Standard Offer Program.

The undersigned represents and warrants that he/she has the authority to act on behalf of, and
to bind, the Standard Offer EGS Participant to perform the terms and conditions and otherwise
comply with al obligations stated herein.

Customer Group Participation:

PPL Electric Utilities Corporation Standard Offer Program
January 29, 2016 Binding Agreement and Contact Form
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Residential Small C&I < 25kwW Both

Signature of Authorized Individual:

Name of Authorized Individual (print):

Title of Authorized Individual (print):

Date Signed:

As part of your submission to participate in the Standard Offer Program, please send one (1) original
of this Form to:

PPL Electric Utilities Corporation
Standard Offer Program

Two North Ninth Street, GENN5
Allentown, PA 18101

Attn: Supplier Coordination

PPL Electric Utilities Corporation Standard Offer Program
January 29, 2016 Binding Agreement and Contact Form
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EXHIBIT 2
Standard Offer Program Contact Form

Please provide contact information for purposes of the SOP (itemswith an * are required):

Company:*

Contact Name:*

Contact Title:*

Address:
Street 1*
Street 2
City*
State*

Zip Code*

Phone Number:*

E-mail Address:*

Fax (Optional):

PPL Electric Utilities Corporation Standard Offer Program
January 29, 2016 Binding Agreement and Contact Form
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QUALIFICATIONS, INTRODUCTION, AND SUMMARY

Please state your full name and business address.
My name is A. Joseph Cavicchi. My business address is 200 State Street, Boston, MA

02109.

Who is your employer and what is your position?

I am employed by Compass Lexecon as an Executive Vice President.

Please briefly describe the services provided by Compass Lexecon.

Compass Lexecon is an economics and financial consulting firm that provides
corporations, law firms, and government agencies with analysis of complex economic
and financial issues for use in legal and regulatory proceedings, and in strategic decision-
making. Compass Lexecon is actively involved in a wide variety of matters that can arise
in the areas of economics and finance. Our practice areas include energy and
environmental economics, antitrust, securities, damages, intellectual property, as well as

business consulting and public policy analysis.

What are your duties as Executive Vice President?

I provide economic analysis and expert testimony in various state and federal regulatory
proceedings related to electricity markets. In particular, | work with clients on a variety
of state regulatory and Federal Energy Regulatory Commission proceedings, and often
file testimony and affidavits supported by economic analyses. Throughout my career |
have been directly involved with corporations, private and public institutions, and state
and federal regulatory authorities in connection with the economics of the electricity

industry. For the past 19 years | have been working almost exclusively on the regulatory
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economics of the electricity industry, and, in particular, performing economic analyses of

wholesale electricity markets.

What is your educational background?
I hold Masters degrees in Technology and Policy and in Environmental Engineering from

the Massachusetts Institute of Technology and Tufts University, respectively.

Please describe your professional experience.

Prior to joining Compass Lexecon, | was a staff mechanical engineer and a project
manager at the Massachusetts Institute of Technology, overseeing the development,
permitting, engineering, construction, and start-up of a $40 million, 20 megawatt gas
turbine-based cogeneration facility on the Cambridge campus. In addition, I was
responsible for the implementation of various energy consumption monitoring programs,
and optimization of the operation of a centrally distributed electricity, steam, and chilled

water production facility.

Have you previously testified as a witness on regulation and competition in the
electricity industry?

Yes. | have previously testified on power supply procurement plans in Pennsylvania and
Ohio. In addition, | have testified on several occasions regarding wholesale electricity
market competitiveness and design issues at the Federal Energy Regulatory Commission.
I have also testified on qualifying facility pricing policy and wholesale market design
policy in the state of California. Finally, I have written articles on electricity industry

structure and issues associated with procuring wholesale electricity supplies for delivery
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to retail customers. Additional detail regarding my credentials and experience can be

found in my curriculum vitae, which is attached as Appendix A to this testimony.

What is the subject matter of your testimony in this proceeding?

My testimony describes and evaluates the competitive procurement program proposed by
PPL Electric Utilities Corporation (“PPL Electric” or “Company”) in its Petition for
Approval of a Default Service Program and Procurement Plan (“DSP 1V”), filed with the
Pennsylvania Public Utility Commission (“PUC” or “Commission”) on January 29, 2016,
to procure default service supply for non-shopping customers from June 1, 2017, through
May 31, 2021.> Consistent with the Commission’s policy on the provision of default
service, PPL Electric is proposing a default service program that: (1) establishes a
procurement plan for acquiring generation supply; (2) provides an implementation plan
that identifies the schedules and technical requirements of these generation supply
procurements; (3) provides a rate design plan; and (4) is designed to meet the
requirements set forth in Pennsylvania’s Act 129 of 2008, P.L. 1592, as codified in 66

Pa.C.S. Chapter 28.2

Please describe PPL Electric’s proposed DSP IV.
The central objective of PPL Electric’s proposed DSP IV is to obtain a portfolio of
default service supply contracts that provide power for non-shopping customers from

June 1, 2017, through May 31, 2021. To meet this objective, PPL Electric proposes to

1 Petition of PPL Electric Utilities Corporation for Approval of a Default Service Program and Procurement Plan

for the Period June 1, 2017, through May 31, 2021, Filed on January 29, 2016 (hereinafter “Petition™).
2 See 66 Pa. C.S. § 2807(e).
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use a portfolio of laddered fixed-price, full-requirements, load-following electricity
supply contracts to meet the demand of its residential and small commercial and
industrial customers,® and a full-requirements, load-following, spot market service to
meet the demand of its large commercial and industrial customers. Notably, the proposed
DSP IV’s portfolio of products continues the Company’s current, successful default
service plan (“DSP 111”). As | explain herein, PPL Electric’s proposal provides for
continuation of a clear, logical procurement plan that recognizes the experience PPL
Electric has had with DSP Il and the ongoing high numbers of customers obtaining

competitive retail service within the PPL Electric service territory.

What are full-requirements, load-following products and why is PPL Electric
proposing to continue using these products for the provision of default service?

A full-requirements, load-following product obligates a wholesale electricity seller to
supply a fixed-percentage (referred to as a “tranche”) of PPL Electric’s default service
hourly load during every hour of a product’s term. By assuming this obligation, sellers
are responsible for managing the acquisition of energy, capacity, transmission (other than
non-market-based transmission services), ancillary services, alternative energy credits
(*AECs”), and any other related products (net of transmission and distribution losses) to

meet default service customers’ hourly loads. The pricing for a full-requirements, load-

3

Note that as the Petition explains, under DSP IV, the Company proposes to continue its default service Time-of-
Use (“TOU”) supply option currently in place. See Petition, Section V. Under this TOU rate option, PPL
Electric relies on Electric Generation Suppliers (“EGSs”) to offer TOU rate options and provide the TOU service
to customers in the Company’s service territory. TOU load is not included in the default service load procured
for residential and small commercial and industrial customers because the TOU load will be separately supplied
by retail EGSs.
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following product is specified based on the type of default service load being supplied.
For PPL Electric’s residential and smaller commercial and industrial customers, the price
is fixed for the term of the product and does not vary regardless of the number of default
service customers being served. Thus, a fixed-price, full-requirements, load-following
product provides PPL Electric’s smaller default service customers with reasonably stable
rates that change in response to power market changes as contracts expire and are

replaced.

To reduce abrupt pricing changes, PPL Electric staggers, or ladders, procurements
to avoid situations where all contracts expire at the same time. For PPL Electric’s large
commercial and industrial customers, the full-requirements, load-following product
pricing includes an energy component that varies hourly based on changes in hourly
wholesale electricity prices (commonly referred to as “spot” market pricing). Because
the majority of PPL Electric’s larger customers obtain electric supply service tailored to
their needs from retail power providers, the full-requirements, load-following, spot
market product has proven to be the best approach to providing large customers default
service. Several power suppliers compete to provide full-requirements, load-following
products, and PPL Electric has used these products successfully in all of its default

service supply procurement plans.
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What guided the development of PPL Electric’s proposed DSP 1V?

Pennsylvania’s Act 129, the Commission’s Final Policy Statement in Proposed Policy
Statement Regarding Default Service and Retail Electric Markets,* its Final Order in
Investigation of Pennsylvania’s Retail Electricity Market: End State of Default Service,’
and the Company’s experience with the Competitive Bridge Plan, DSP I, DSP II, and
DSP 111 guided the development of PPL Electric’s DSP IV. Consistent with Act 129 and
PUC policy, the proposed DSP IV ensures that default service customers will receive
adequate and reliable electricity supply at least cost over time while maintaining support

for the competitive retail market.

Two important objectives were carefully considered when developing the
proposed DSP V. First, to be consistent with the Commission’s policy outlined in its DS
Policy Statement® and additional guidance provided in its Final ES Order,” PPL Electric’s
DSP 1V continues semiannual competitive procurement of a laddered portfolio of supply
products with differing terms that emphasizes shorter contract terms while maintaining
price stability (identical to the Company’s successful DSP I11). Thus, consistent with the

Commission’s DS Policy Statement, DSP 1V continues to strike a balance by providing

Final Policy Statement, Proposed Policy Statement Regarding Default Service and Retail Electric Markets,
Docket No. M-2009-2140580, September 23, 2011. In particular, the details of the policy are stated in Annex A,
Title 52 Pa. Code §8 69.1802-69.1817, Public Utilities, Part I. Public Utility Commission, Subpart C. Fixed
Service Utilities, Chapter 69, General Orders, Policy Statements and Guidelines on Fixed Utilities, Default
Service and Retail Electric Markets (hereinafter “DS Policy Statement™).

Final Order, Investigation of Pennsylvania’s Retail Electricity Market: End State of Default Service, Docket No.
1-2011-2237952, February 15, 2013 (hereinafter “Final ES Order”).

52 Pa. Code §8§ 69.1802 and 69.1805.
Final ES Order at pp 30-31 and 41-43.
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reasonably frequent price adjustment without exposing customers to unacceptable price
volatility, while encouraging retail customers to seek service from EGSs. Second, should
the Company no longer serve as the default service provider, PPL Electric’s DSP IV is
designed to allow the Company to modify the contract terms of its proposed final DSP 1V
default service procurement to provide a smooth transition if necessary. This establishes
a procurement platform for PPL Electric that can continue in the future as appropriate, or
if the PUC properly so determines, easily accommodate transferring the responsibility of

providing default service to an entity other than PPL Electric.

Please summarize your conclusions.

In my expert opinion as an economist, | believe the proposed DSP IV represents a
prudent default service product mixture, procured at least cost over time, which will
ensure that customers receive the benefits of competition in regional wholesale electricity
markets while supporting continued growth of retail competition in Pennsylvania. The
heart of PPL Electric’s DSP IV is its portfolio of power supply products that will provide
default service customers with competitively priced power supplies. PPL Electric’s DSP
IV product portfolio provides for customer rates to change on a semiannual basis (and
more frequently for larger customers), ensuring that customers have continued
opportunities to assess competitive retail opportunities, while guarding against excessive
price volatility. Finally, PPL Electric’s DSP IV relies on fixed-price, full-requirements,
load-following products that have a proven record for supplying default service, and
proposes to obtain these products through transparent competitive solicitations that have
been widely successful in all the Company’s default service procurement plans to date,

and elsewhere throughout Pennsylvania and the Mid-Atlantic U.S.



10

11

12

13

14

15

16

17

18

19

Please summarize the following sections of your testimony.

In my testimony, | first review additional lessons learned from PPL Electric’s experience
with DSP 11l. Next, | describe the Company’s proposed DSP IV’s product portfolio for
each customer group. | then evaluate the proposed DSP IV and explain why the plan is a
reasonable approach to procuring default service supply in a manner that is consistent
with Act 129’s requirements and the Commission’s Orders. In particular, | address why
the product portfolio constitutes a “prudent mix” that will ensure “least cost over time” to
non-shopping customers while continuing to support the development of a competitive

retail market.

LESSONS LEARNED FROM PPL ELECTRIC’S DSP 111

Please provide a brief overview of PPL Electric’s existing DSP 111.

For residential customers, PPL Electric’s current DSP I11 obtains a portfolio of laddered
fixed-price, full-requirements, load-following supplies plus long-term block power
supply.®2 For small commercial and industrial customers, PPL Electric’s current DSP Il
also obtains a portfolio of laddered fixed-price, full-requirements, load-following
supplies. Under DSP IIl, the Company purchases laddered full-requirements power
supply products with 6- and 12-month contract terms for its non-shopping residential and
small commercial and industrial customers. For its large commercial and industrial

customers, PPL Electric’s current DSP 11l provides a full-requirements, load-following,

& Under DSP III, PPL Electric relies upon block power supply that was purchased under DSP | for its residential

customers. A long-term block power supply purchase of 50 MW now remains as of January 2016, and this long-
term block purchase will continue through May 31, 2021.
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spot market power supply to meet the default service demand of those customers electing

to receive such service.

In your opinion, have the results of the procurements under DSP 111 continued to
support the competitive retail market?

Yes. Retail electricity shopping statistics recently reported by the Pennsylvania Office of
Consumer Advocate (“OCA”) show that PPL Electric’s service territory has maintained a
high rate of shopping by residential, commercial, and industrial customers.® For
example, reported customer shopping percentages by load show residential shopping at
49%, commercial shopping at 85% and industrial shopping at 98.5% within PPL
Electric’s service territory. In addition, there continues to be a large number of licensed
EGSs serving residential customers in PPL Electric’s service territory as of January

2016."° Retail competition is strong in the PPL Electric service territory.

Is there evidence that the auction process used to solicit the fixed-price, load-
following product types within DSP 111 provides least-cost supplies?

Yes. With respect to the product types within DSP I11’s product portfolio, PPL Electric
has successfully procured these products numerous times (going back to July 2007, when
PPL Electric first began procuring supplies for its Competitive Bridge Plan, through its

most recent DSP 111 solicitation). The results from PPL Electric’s auctions, as well as

9

Pennsylvania Electric Shopping Statistics, Pennsylvania Office of Consumer Advocate, October, 2015.

10 As of December 2015, 35 EGSs were reported as offering service to PPL Electric Utility residential customers

(see PA Office of Consumer Advocate’s Electric Shopping Guides, December 2015, available at
http://www.oca.state.pa.us/Industry/Electric/elecomp/Archive/pricecharts_archive.htm). In addition, 64 EGSs
were reported as willing to serve business consumers as of January 7, 2016 (see
http://www.papowerswitch.com/shop-for-electricity/).
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those of numerous similar auctions conducted by Pennsylvania, Maryland, and New
Jersey utilities during the past several years for these products, confirm that these default
service products draw numerous competitors and that multiple bidders are successful
suppliers.  Competition disciplines the prices offered by suppliers and drives
competitors to innovate and find methods to deliver services at lower costs to buyers than
their rivals. The evidence shows that there is substantial competition to supply the fixed-

price, full-requirements, load-following products.

Q: Are there other lessons that can be learned from PPL Electric’s experience with the
existing DSP 111?
A: Yes. The product mixture within DSP I11I’s product portfolio (relative to PPL Electric’s

DSP I1) for non-shopping residential (and small commercial and industrial) customers
has further simplified the default service procurement process for PPL Electric, and
default service pricing has continued to be responsive to market changes, while avoiding
price volatility.*> For example, PPL Electric Exhibit JC-1 plots the evolution of the
Company’s reported fixed-price, full-requirements power supply prices for residential
and small commercial and industrial customers over the past several years. PPL Electric
Exhibit JC-1 shows that over the past several years the evolution of the Company’s fixed-

price power supply pricing for its non-shopping customers has tracked market changes

1 See, e.g., http://www.pepcoholdings.com/about-us/do-business-with-phi/energy-suppliers/wholesale-

suppliers/sos-public-disclosure-of-information/,
https://www.firstenergycorp.com/upp/md/power_procurements/mdsosrfp/archive.html,
http://www.bge.com/myaccount/billsrates/ratestariffs/electricservice/Pages/Electric-Supply-Auction-
Results.aspx

12" PPL Electric’s default service procurements under DSP 111 have been successful and approved by the

Commission, with the exception of the recent long-term procurement of Tier Il Alternative Energy Credits.

_10_
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and most recently stabilized following the introduction of bi-annual reconciliation and
default service pricing updates. In addition, PPL Electric Exhibit JC-2 shows the
evolution of PPL Electric’s Price-to-Compare (“PTC”) (which includes additional costs
incurred by the Company to provide default service and reconciliation adjustments) over
the past several years. PPL Electric Exhibit JC-2 shows how the average fixed-price
power supply and PTC are tracking together following the implementation of DSP-I11I
which has eliminated pricing swings that could result from more frequent reconciliation.
Collectively, PPL Electric Exhibits JC-1 and JC-2 show that the Company’s power
procurement programs have resulted in default service prices that are responsive to
underlying wholesale power market price variations while changing without excessive

volatility.

Thus, under DSP 11l PPL Electric’s procurement of default power supply
semiannually using a straightforward product mixture effectively balances responsiveness
to market changes and default service price stability. At the same time, default service
pricing updates associated with a large quantity of PPL Electric’s default service load
being re-priced in each Company procurement ensures that EGSs continue to have an

opportunity to compete for customers in the PPL Electric service territory.

_11_
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PPL ELECTRIC’S PROPOSED DSP IV

A. OVERVIEW, PRODUCT DESCRIPTIONS, AND PROCUREMENT PLAN
Please provide an overview of PPL Electric’s proposed DSP IV.

For its residential and small commercial and industrial default service customers, PPL
Electric’s DSP IV envisions obtaining a portfolio of laddered fixed-price, full-
requirements, load-following supplies.*® In particular, for its non-shopping residential
and small commercial and industrial customers, DSP IV provides for the purchase of
fixed-price, full-requirements, load-following products with 6- and 12-month contract
terms using a laddering approach. DSP 1V’s reliance on 6- and 12-month products
reflects a continuation of the default service procurement program used to provide default

supply during DSP 111,

For large commercial and industrial customers, DSP IV will continue the
approach taken in DSP Il and provide for the purchase of power supply pursuant to full-
requirements, load-following contracts with an energy component that reflects wholesale
electricity spot market prices on a real-time hourly basis to meet the default service
demand of those customers electing to receive such service. To be clear, products to
supply each customer group (i.e., residential, small commercial and industrial, and large

commercial and industrial) will be procured separately.

3 Under DSP IV PPL Electric will continue to rely upon a long-term block purchase of 50 MW that will remain in
effect until the end of DSP 1V (May 31, 2021).

_12_
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1. Residential and Small Commercial and Industrial Customers

How is the proposed DSP 1V structured for residential customers?

PPL Electric Exhibit JC-3 shows DSP IV’s product portfolio and procurement schedule.
For residential customers, DSP IV obtains a portfolio of 12- and 6-month fixed-price,
full-requirements, load-following products procured semiannually. Each semiannual
solicitation will procure 45% of the power supply under a 6-month contract and either
25% or 30% under a 12-month contract. Thus, default service power supply is repriced
with sufficient regularity to capture changes in market conditions without exposing
customers to excessive price volatility. DSP IV is structured so that, following its
completion, PPL Electric will have only one 12-month default service supply (25% of the

default service load) under contract at the end of the DSP IV period.

How is the proposed DSP 1V structured for small commercial and industrial
customers?

For small commercial and industrial customers, DSP 1V obtains a portfolio of 12- and 6-
month fixed-price, full-requirements, load-following products procured semiannually that
mirrors the structure for residential customer procurements with the exception that there
is no reliance on block products. PPL Electric Exhibit JC-4 shows DSP 1V’s product

portfolio and procurement schedule for the small commercial and industrial customer

group.

Why is the proposed DSP 1V’s structure for small commercial and industrial
customers similar to residential customers?
The proposed DSP IV approach for the small commercial and industrial customers

mirrors the approach for residential customers (ignoring block purchases) because these

_13_
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non-shopping small commercial and industrial customers collectively represent PPL
Electric’s lowest-load customers in this rate class. The incidence of shopping for these
lower-load customers is notably less than for larger-load small commercial and industrial
customers. In particular, OCA shopping statistics show that almost 97,000 commercial
customers, out of a total of approximately 181,000 customers, are shopping and represent
approximately 85% of the load.* Based upon this information, we can conclude that the
remaining non-shopping customers, representing 15% of the load, are customers with
much lower loads.”™ Thus, the reasoning supporting the small commercial and industrial
product mixture is the same as that for the residential plan. That is, DSP IV provides a
continued reliance on shorter-term fixed-price, full-requirement, load-following products.
Moreover, the PUC’s DS Policy Statement allows for a similar mixture of products for
these two customer groups, and using an approach that mirrors the residential plan

simplifies the procurement process.*°

" Pennsylvania Electric Shopping Statistics, Pennsylvania Office of Consumer Advocate, October, 2015. |

15

understand that the OCA’s definition of commercial customers for the purposes of tracking shopping statistics
closely matches the Company’s definition of small commercial and industrial customers.

For example, these remaining customers total approximately 85,000 customers and represent only 15% of the
load. Thus, the per customer load of the non-shopping commercial customers is much smaller when compared
to the approximately 97,000 customers that represent 85% of the load.

6" 52 pa. Code § 69.1805.
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When will the DSP 1V products for residential and small commercial and industrial
customers be solicited?

The semiannual solicitations envisioned under DSP IV will procure the 12- and 6-month
products approximately two months prior to delivery. This is the same approach used in

DSP I11.

2. Large Commercial and Industrial Customers

How is the proposed DSP IV structured for large commercial and industrial
customers?

As | describe above, for large commercial and industrial customers, DSP IV obtains the
default service supply for these customers at prices based on the wholesale electricity
spot markets. PPL Electric will annually solicit contracts to administer the provision of
this spot market supply. This is identical to the approach taken in all the Company’s
prior default service plans and, thus, non-shopping large commercial and industrial

customers will experience no change in the structure of their default service.

Specifically, PPL Electric proposes to issue single solicitations in the second
quarter of each year 2017 through 2021 in which PPL Electric will request competitive
offers from suppliers to manage the provision of its default service spot market supply for
a period of 12 months. Customer rates will include the real-time hourly spot market
electric energy prices in the PPL Electric transmission zone, PJIM’s pre-determined
electric capacity charge in the PPL Electric transmission zone, and a competitive supplier
charge that encompasses all other components of the spot market default service supply
necessary for PPL Electric to satisfy its customer obligations (including AECs) plus PPL

Electric’s costs of administering DSP 1ll. Experience has shown that competitive
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suppliers will make offers in response to the solicitation, and the successful bidders’

charges will form the basis of the competitive supplier charge described above.'

B. DSP IV SATISFIES THE “PRUDENT MIX” AND “LEAST COST OVER
TIME” REQUIREMENTS PUT FORTH BY ACT 129 AND PUC POLICY

Q: Can you please summarize how you have interpreted Act 129 and PUC policy for
the purposes of supporting the proposed DSP 1V?

A: A primary aspect of Act 129 and PUC policy is the requirement that default service
providers rely on a “prudent mix” of supplies that is “least cost over time” while

providing default service to customers that is adequate and reliable.’® At the same time,

10

11

12

13

14

consistent with Act 129, the PUC’s policy regarding default service encourages retail
competition.’® Thus, in my analysis | consider that the structure of a default service
program should be consistent with supporting continued retail competition. 1 also believe
a balance should be struck between market-reflective pricing and avoidance of excessive

price volatility.

7 As discussed above, PPL Electric has successfully used this approach to obtaining default service supplies for
large commercial and industrial customers in the Competitive Bridge Plan, DSP I, DSP Il and DSP I1l. In
addition, | note that this service is similar to the commercial and industrial energy product solicited each year as
part of New Jersey’s basic generation service auctions.

8 Act 129, 66 Pa. C.S. § 2807(e) 3.4 and 52 Pa. Code §§69.1802 and 69.1805. See also, Implementation of Act
129 of October 15, 2008; Default Service and Retail Electric Markets, Docket No. L-2009-2095604 (Final
Rulemaking Order entered October 4, 2011), at p 40.

¥ 66 Pa. C.S. § 2802 (12) and 52 Pa. Code § 69.1802.
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How have you interpreted PUC policy with respect to the default service customers
in each of PPL Electric’s customer classes?
I have considered customer groupings as defined by PPL Electric in accordance with

20| have evaluated residential and small commercial and industrial

Commission policy.
customers collectively, recognizing that most non-shopping customers within these
various rate schedules are primarily PPL Electric’s smallest (i.e., lowest load per
customer) customers. | considered the prudent mix for large commercial and industrial
customers separately. In this way, | am able to appropriately evaluate a suitable prudent
mix for the different customer classes, recognizing the different risks that the customer
classes’ loads present to the service PPL Electric obtains as the default service provider
and observations (from both the Company’s experience and other jurisdictions) that a

substantial majority of large commercial and industrial customers elect service from

competitive retail suppliers.

Can you please summarize why DSP 1V’s proposal for residential and small
commercial and industrial customers is appropriate to comply with Act 129 and the
PUC’s related orders regarding default service?

Consistent with Act 129, and Commission policy, defining a prudent mix requires
consideration of supporting retail competition while providing for the provision of
reliable supply without excessive price volatility over time.?* PPL Electric’s proposed

DSP 1V for its residential and small commercial and industrial customers continues to

% 52 Pa. Code § 69.1805.
2L Act 129, Legislative Objectives and 52 Pa. Code § 69.1802.
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rely on DSP-I1I’s approved mixture of short-term, fixed-price, full-requirements, load-
following products which have a proven track record as prudent default service
products.??  As | explain in greater detail below, market uncertainty impacts any
particular mixture of power supply products, and it is not possible to know ahead of time
that one mixture will be less expensive than another mixture. Thus, there can be many

mixtures that will provide customer rates that are consistent with Commission policy.

Moreover, Commission policy does not provide an explicit definition regarding
the power supply mix that a default service provider should procure or precisely prescribe
how the supplies must be procured, but instead Commission policy offers options to the
default service provider as to what types of products and procurement processes are
acceptable.”®  Commission policy recognizes that it is desirable for default service
programs to be structured so as to accommodate incremental changes as more experience
is gained with particular product mixtures, and with the impact of Pennsylvania’s other
policy objectives, including continued support for the competitive retail market.** DSP
IV for PPL Electric’s residential and small commercial and industrial customers provides
a logical continuation of DSP Il default service product terms and in my opinion is a

reasonable approach for provision of default service supply by the Company.

22 Including as part of residential customers’ default service supply a long-term block power supply product.
52 Pa. Code § 69.1805.
2 1d.
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Q: Can you please summarize why DSP 1V’s proposal for large commercial and
industrial customers is appropriate to comply with Act 129 and the PUC’s related
orders regarding default service?

A: As | discuss above, the vast majority of PPL Electric’s large commercial and industrial
customers and load continue to be served by competitive suppliers.?® By continuing to
offer default service with spot market pricing to non-shopping large commercial and
industrial customers, these non-shopping customers will continue to have a strong
incentive to consider the competitive offerings from retail suppliers, whose short- and
long-term products will be best suited to their particular individual needs. Finally, PPL
Electric’s largest customers have demonstrated that they are able to consistently obtain

power supply from retail suppliers.

1. The Proposed DSP 1V Provides a “Prudent Mix”

Does PPL Electric’s proposed DSP IV represent a “prudent mix” under Act 1297
Yes. The Company’s proposed DSP IV includes each of the default service product
types specified in Act 129. Thus, the Company’s proposed DSP IV is consistent with Act

129°s prudent mix requirement.?

% Although the reported shopping statistics do not break down commercial and industrial customers by billing
peak demands, the data show that practically all these customers’ load is served by EGSs (see above).

% | understand that it is not necessarily the case that a prudent mix must contain all three types of power supply
products, but note here that the Company’s proposed plan does.
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What factors did you take into consideration when evaluating what products
constitute a prudent mix for the Company’s two default service customer
groupings?

As | explained above, the definition of a prudent mixture takes into account balancing the
objective that default service rates support retail competition against ensuring that default
service rates are not unacceptably volatile. In addition, it is important to ensure that any

product mixture can be successfully procured from the wholesale electricity market.

How do the product types within PPL Electric’s proposed DSP 11l constitute a
“prudent mix” for residential and small commercial and industrial customers?

For residential and small commercial and industrial customers, DSP 1II’s reliance on
fixed-price, full-requirements, load-following products with terms of 6 and 12 months
will track ongoing changes in wholesale electricity market prices while guarding against
price volatility. The proposed product mixture will continue to promote the development
of retail competition while protecting against various risks that must be addressed by any
default service plan. Simply stated, the costs of otherwise protecting against uncertain
future load and prices (e.g., having the Company engage in managing default service
procurement risk) will not be known until after the fact and, thus, are best minimized by
using short-term (i.e., 12 months or less) fixed-price, full-requirements, load-following
products. These products are well known throughout the industry and can be
competitively procured by PPL Electric to obtain reasonably priced reliable power

supplies for default service.
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Can you please explain why the use of fixed-price, full-requirements, load-following
products continues to remain appropriate for obtaining default service supply for
non-shopping residential and small commercial and industrial customers?

The proposed DSP 1V continues to use a laddering approach whereby fixed-price, full-
requirements, load-following products are purchased periodically to establish default
service pricing for 6-month periods, and in doing so, reduces the risk of unreasonable
price volatility (See PPL Electric Exhibits JC-1 and JC-2). Moreover, competition
between wholesale suppliers in the provision of fixed-price, full-requirements, load-
following products has been robust for several years and ensures that PPL Electric will be
able to obtain supply for default service through these products at reasonable prices for its

customers while minimizing the risks associated with the provision of default service

supply.

What types of risk do wholesale suppliers manage when providing default service?

Wholesale suppliers primarily manage the risks associated with offering a fixed-price
default service while underlying supply input costs and customer loads can change
throughout a product term. For example, wholesale suppliers agree to meet a fixed
percentage of default service load regardless of the number and type of default service
customers and the variance in load that occurs due to seasonal weather changes.
Wholesale suppliers also must manage the costs of default service supply and hedge
against possible shifts in fuel and power markets during the product delivery term.
Wholesale suppliers specialize in managing these risks and compete to provide the

lowest-price default service to PPL Electric’s customers.
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Is there any evidence to support your claim that PPL Electric’s use of fixed-price,
full-requirements, load-following products has resulted in reasonable prices for
customers?

Yes. The pricing of the fixed-price, full-requirements, load-following products is
consistent with the actual prices of underlying wholesale electricity market products at
the time the purchases are made. To show this | have prepared PPL Electric Exhibits JC-
5 and JC-6, which compare the prices obtained for the various fixed-price, full-
requirements, load-following products serving the residential and small commercial and
industrial customer groups in the more recent DSP Il and DSP Il1 solicitations to the
estimated costs of each major component of the full-requirements product obtained
separately (not including the costs of overhead and risk management services, and a
competitive profit margin). These components are the cost of energy based on
contemporaneous forward prices of the same term plus a load-shaping adjustment, the
cost of capacity (based on the applicable price of capacity established by PJM), the cost
of ancillary services (based on the price of ancillary services reported in PIM’s 2014
State of the Market Report?’), and the costs of AECs (based on the prices reported on the

PennAEPS website?).

As PPL Electric Exhibits JC-5 and JC-6 show, the cost build-up (not including the

expected costs of overhead and risk management services, and a competitive profit

27" 2014 State of the Market Report for PJM, Monitoring Analytics, LLC, Independent Market Monitor for PJM,
March 12, 2015.

% http://www.pennaeps.com/reports/.
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margin) is somewhat less than the full-requirements product (which includes all the costs
a supplier expects to incur). On average, across the solicitations, the fixed-price, full-
requirements, load-following product prices are slightly higher than the cost build-up (by
roughly $4 per MWh for the residential customer group and $3 per MWh for the small

commercial and industrial group).

Next, because estimating the costs a supplier incurs associated with overhead and
risk management services is difficult and subject to each supplier’s particular business
structure, | have not tried to estimate these costs for the individual procurements, or tried
to estimate a competitive profit margin. However, empirical analysis suggests that these
excluded costs are at least in the range of $3-7.50/MWh.? Thus, these excluded costs
fall squarely into the range of the difference between default service auction prices and
the estimated prices using the cost build-ups. Including an estimate of the costs
associated with overhead and risk management services and a competitive profit margin
causes the results of my cost build-up analysis to be closely comparable to the actual
default service auction prices. This indicates that default service pricing based on fixed-
price, full-requirements, load-following products has been competitive and consistent

with power market conditions at the time the supply is procured.

# Statistical modeling has shown that the modal premium associated with hedging is around 5%, the median
premium is 8%, and the mean premium is 11% (see Faruqui, Ahmad, “The Ethics of Dynamic Pricing,” The
Brattle Group, March 30, 2010). As with any statistical study, the result depends on assumptions regarding
underlining stochastic variables. However, applying these results to the fixed-price, full-requirements, load-
following products in PPL Electric Exhibits JC-5 and JC-6 suggests that roughly an additional $3-7.50/MWh of
costs associated with risk management are not included in the cost build-ups. This is consistent with the
estimates reported elsewhere.
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Why have the contract terms been maintained for residential and small commercial
and industrial customers?

Under DSP |11, PPL Electric transitioned to shorter-term (6- and 12-month) fixed-price,
full-requirements default service products. As | explained above, PPL Electric’s lessons
learned under DSP Il show continued high numbers of shopping customers and
competitively priced default service supply contracts. Under DSP 1V, the Company’s
default service load (less block purchases where relevant) is continually re-priced through
semiannual solicitations for non-shopping residential and small commercial and
industrial customers.  This structure encourages these non-shopping customers to
consider offers from competitive retail suppliers (for example, prices each year will rise
and fall with market conditions during summer/fall and winter/spring, which helps signal
to customers the value of competitive supplier products), continuing to support the
further development of Pennsylvania’s competitive retail electricity markets. Moreover,
resetting prices for 6-month time periods facilitates non-shopping customers’ evaluation
of EGS offers by providing a long enough time horizon to make a reliable estimate of the
savings available from shopping.*® In my opinion, this approach is fully consistent with
Act 129 and the PUC’s default service policies, and an appropriate evolution for the
prudent mixture of default service products for the Company’s residential and small

commercial and industrial customers.

%0 For smaller customers, more frequent default service price changes that accompany even shorter-term products
(e.g., quarterly, monthly, and spot market) make the determination of savings less certain, and all else equal, will
increase price volatility.
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How does the product type within PPL Electric’s proposed DSP IV constitute a
“prudent mix” for large commercial and industrial customers?

In my opinion, the full-requirements, load-following, spot market product provides non-
shopping large commercial and industrial customers a cost-effective default service that
has been consistently available from competitive wholesale suppliers. By using a spot
market product, PPL Electric protects large commercial and industrial customers from the
risks of high costs that could result if longer-term products were purchased, which would
require bidders to incorporate into their prices the uncertainty associated with shopping
customers possibly returning to default service. For example, almost all of the
Company’s large commercial and industrial customers are shopping (see above).
Moreover, a spot market-priced service provides default service customers the
opportunity to shop without restrictions. Company experience has shown that the full-
requirements, load-following, spot market product facilitates retail competition and has

been a consistently successful default service product.

2. The Proposed DSP 1V Ensures “Least Cost Over Time”

In your opinion, will the products procured under the proposed DSP IV ensure
“least cost over time” to customers?

Yes. First, it is important to note that there are numerous assumptions regarding
inherently uncertain future market conditions that affect a given product portfolio’s costs
to customers. On a going-forward basis, there are many possible contract mixtures that
can constitute a prudent mix, and the cost of these various mixtures is not necessarily
known ahead of time. Thus, when assessing a product portfolio prospectively, it is

important to analyze the products recognizing the uncertainty surrounding energy
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markets at the time the products are purchased. It is impossible to say with certainty
whether one particular prudent mixture of products will always be less costly than
another prudent mixture of products when evaluated post procurement. What can be said
with certainty is that exposing PPL Electric’s smaller default service customers to price
and quantity volatility can result in unexpected cost increases. DSP IV explicitly
recognizes such possibilities and insures against uncertain outcomes by relying primarily

on fixed-price, full-requirements, load-following products.

Consistent with the realities of the inherent uncertainty in energy markets, | have
interpreted “least cost over time” along two dimensions. First, in a broader context, it is
my understanding that the phrase “least cost over time” requires the selection of contracts
that compose a prudent mix, and that the types of products in the prudent mix are selected
by considering all relevant and appropriate risks and costs. Second, in a narrow context,
it is my understanding that this phrase requires default service products to be procured
through a process that produces the lowest cost for the particular product being

purchased.

How does PPL Electric’s proposed DSP 1V satisfy the broad interpretation of “least
cost over time” with respect to residential and small commercial and industrial
default service customers?

I have analyzed the proposed DSP IV from the perspective of satisfying the policy
objectives of the Commonwealth. In particular, |1 have assumed that it is important to
support retail competition while protecting default service customers, over time, from
costly risks. Retail competition is supported by default service rates that track changes in

wholesale electricity markets and provide customers an opportunity to assess the benefits
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of shopping. As I show in PPL Electric Exhibits JC-1 and JC-2, under the Company’s
approved DSP-III, which is essentially identical to the Company’s proposed DSP-1V,
default service prices are tracking changes in wholesale power markets while not being
excessively volatile. Under DSP-IV fixed-price default service supply products for
residential and small commercial and industrial customers will continue to incorporate

market variations and provide cost-effective protection against price volatility.

Thus, in my opinion, DSP 1V’s product portfolio supports retail competition (one
of the Commonwealth’s primary public policy objectives) while balancing market-
reflective price changes with reasonable price stability (which is another one of the
Commonwealth’s public policy objectives, and is especially important for smaller
customers). The DSP-1V plan also takes into account the various risks that must be

addressed by any default service plan.

How does PPL Electric’s proposed DSP IV satisfy the narrow interpretation of
“least cost over time” with respect to residential and small commercial and
industrial default service customers?

The proposed DSP IV satisfies this provision by regularly holding transparent
solicitations in which wholesale suppliers can compete with one another to be the source
of default service supply. Over time this approach will produce default service prices
that are the least cost over time given the underlying energy market conditions. PPL
Electric relies on widely advertised, well-defined solicitations to procure these products
where the overarching objective is to seek out the lowest-cost suppliers. By obtaining

default service supplies through competitive solicitations in the form of an auction, PPL
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Electric always obtains default supplies at the lowest possible cost for the product being

procured.

How does PPL Electric’s proposed DSP 1V satisfy the broad interpretation of “least
cost over time” with respect to large commercial and industrial default service
customers?

As | have discussed above, by using the spot market to price default service for non-
shopping large commercial and industrial customers, the proposed DSP IV ensures that
these customers are provided a default service product that has been demonstrably

successful and competitively priced.

How does PPL Electric’s proposed DSP IV satisfy the narrow interpretation of
“least cost over time” with respect to large commercial and industrial default
service customers?

The proposed DSP 1V satisfies this provision for the same reasons | have explained above
with respect to the fixed-price, full-requirements, load-following products used to obtain
supply for residential and small commercial and industrial customers. Namely,
wholesale competition among suppliers of the spot market-priced product will ensure that
PPL Electric provides this default service at the lowest possible cost. Providing default
service supplies based on the spot market allows the large commercial and industrial
customers complete flexibility to shop and recognizes that retail suppliers have clearly
offered large commercial and industrial customers products that will take into account the
particular needs of the individual customers. It is my opinion that default service with

prices based on the spot market will be least cost over time for these customers.
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1 Q: Does this conclude your direct testimony?

2 A Yes.
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into Electric Energy and/or Capacity Markets in the Pacific Northwest, Including
Parties to the Western System Power Pool Agreement Participants, Docket.
No. EL01-085. Prepared Answering Testimony of A. Joseph Cavicchi on behalf of
Congtellation Energy Commodities Group, December 17, 2012. Written,
Public. Deposition of A. Joseph Cavicchi on behdf of Constellation Energy
Commodities Group, February 8, 2013.

Congellation NewEnergy
Before the Federal Energy Regulatory Commission, San Diego Gas & Electric
Company, Complainant, v. Sellers of Energy and Ancillary Servicesinto Markets
Operated by the CA 1SO and CA Power Exchange, et a., Respondents, Docket No.
EL00-95-248. Direct Testimony and Exhibits of Constellation NewEnergy, Inc.
Testimony of A. Joseph Cavicchi on behalf of Constellation NewEnergy, July 11,
2012. Oral, Public.

PPL Electric Utility Corporation
Before the Pennsylvania Public Utility Commission, Docket No. P-2012-2302074,
PPL Electric Utility Corporation. Statement No. 2. Direct Testimony of A.
Joseph Cavicchi, May 16, 2012. Statement No. 2-R. Direct Testimony of A.
Joseph Cavicchi, August 17, 2012. Statement No. 3. Testimony of A. Joseph
Cavicchi, September 10, 2012. Oral, Public.

PPL Corporation
Before the Federal Energy Regulatory Commission, RE: Notice of Change in Status
Regarding Market-Based Rate Authority, Docket No. ER10-2016- et
a. Affidavit of A. Joseph Cavicchi on behalf of PPL Corporation, January 30,
2012. Written, Public.

Entegra Power Services, LLC
Before the Federal Energy Regulatory Commission, Union Power Partners LP,
Docket No. ER05-1191-016, Entegra Power Services LLC, Docket No. ER09-838-
002. Updated Market Power Analysisfor Market-Based Rates. Affidavit of A.
Joseph Cavicchi, December 29, 2011.
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Congellation NewEnergy, Inc.
Before the Federal Energy Regulatory Commission, San Diego Gas & Electric
Company, Complainant, v. Sellers of Energy and Ancillary Servicesinto Markets
Operated by the CA 1SO and CA Power Exchange, et a., Respondents, Docket No.
EL00-95-248. Direct Testimony and Exhibits of Constellation NewEnergy,
Inc. Direct and Answering Testimony and Exhibits of A. Joseph Cavicchi on behalf
of Constellation NewEnergy, October 25, 2011. Written, Public.

CP Energy
Before the Federal Energy Regulatory Commission, RE: Triennial Market-Based
Rate Update for the Northeast Region, Docket No. ER10-1342 et d. Affidavit of A.
Joseph Cavicchi, June 30, 2011. Written, Public.

Edison Mission.
Before the Federal Energy Regulatory Commission, RE: Triennial Market-Based
Rate Update for the Northeast Region, Edison Mission Marketing and Trading, et
al., Docket No. ER11- _ -000, et d. Affidavit of A. Joseph Cavicchi, June 29,
2011. Written, Public.

Entegra Power Services, LLC
Before the Federal Energy Regulatory Commission, Gila River Energy Supply LLC,
Docket No. ER11-  -000, Request for Acceptance of Initial Market-Based Rate
Tariff, Waivers and Blanket Authority Under Section 205 of the Federal Power Act.
Affidavit of A. Joseph Cavicchi, April 11, 2011. Written, Public.

PPL Corporation
Before the Federal Energy Regulatory Commission, Triennial Market-Based Rate
Update for the Northwest Region, PPL Northwest Companies, ER10-2011-000 et
al. Affidavit of A. Joseph Cavicchi on behalf of the PPL Northwest Companies,
January 31, 2011. Written, Public.

Entegra Power Services LLC
Before the Federal Energy Regulatory Commission, Gila River Power, LP, Docket
No. ER05-1178-015 and Entegra Power Services LLC, Docket ER09-838-
001, Second Supplement to Updated Market Power Analysis for Continued Market-
Based Rate Authority in Compliance with Order No. 697. Second Supplement
Affidavit of A. Joseph Cavicchi, January 12, 2011. Written, Public.

PPL Corporation
Before the Federal Energy Regulatory Commission, RE: Notice of Change of Status
Regarding Market-Based Rate Authority, Docket No. ER10-1511-001 et
al. Affidavit of A. Joseph Cavicchi on behalf of PPL Corporation, December 1,
2010. Written, Public.

Entegra Power ServicesLLC
Before the Federal Energy Regulatory Commission, Gila River Power, LP,
Docket No. ER05-1178-015 and Entegra Power Services LLC, Docket ERO9-
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838-001. Supplement to Updated Market Power Analysis for Continued Market-
Based Rate Authority in Compliance with Order No. 697. Affidavit of A. Joseph
Cavicchi, November 19, 2010. Written, Public.

Chesapeake Energy Corp., et a.

Before the Public Utilities Commission of the Sate of Colorado, In the Matter of
Commission Consideration of Public Service Company of Colorado Planin
Compliance with House Bill 10-1365 “Clean Air Jobs Act,” Docket No. 10M-
245E. Testimony of A. Joseph Cavicchi on behdf of Noble Energy, Inc.,
Chesapeake Energy Corporation and Encana Oil & Gas (USA), November 1,
2010. Orad, Public. November 9, 2010. Written, Public. November 18,

2010. Ord, Public.

Chesapeake Energy Corp., et .

Before the Public Utilities Commission of the Sate of Colorado, In the Matter of
Commission Consideration of Public Service Company of Colorado Planin
Compliance with House Bill 10-1365 “Clean Air Jobs Act,” Docket No. 10M-
245E. Cross Answer Testimony and Exhibits of A. Joseph Cavicchi on behdf of
Noble Energy, Inc., Chesapeake Energy Corporation and Encana Oil & Gas
(USA), October 8, 2010. Written Report Public, Exhibits Confidentia, Filed Under
Sedl

Che&apeaké Energy Corp., et a.

Before the Public Utilities Commission of the Sate of Colorado, In the Matter of
Commission Consideration of Public Service Company of Colorado Planin
Compliance with House Bill 10-1365 “Clean Air Jobs Act,” Docket No. 10M-
245E. Answer Testimony and Exhibits of A. Joseph Cavicchi on behalf of Noble
Energy, Inc., Chesapeake Energy Corporation and Encana Oil & Gas

(USA), September 17, 2010. Written, Confidential.

PPL Electric Utilities Corporation

Before the Pennsylvania Public Utility Commission, RE: Petition of PPL Electric
Utilities Corporation for Approval of a Default Service Program and Procurement
Plan for the Period January 1, 2011 through May 31, 2014, Docket No. P-2008-
2060309. Statement No. 2. Direct Testimony of A. Joseph Cavicchi on behalf of
PPL Electric, September 14, 2010. Ora, Written and Public.

PPL Corporation and E.ON U.S.

Before the Federal Energy Regulatory Commission, RE: PPL Corporation and
E.ON U.S. LLC Application for Authorization Under Section 203 of the Federa
Power Act, Request for Waivers of Filing Requirements, and Confidentia
Treatment of Agreement and Workpapers, Docket No. EC10-77-000. Affidavit of
Dr. Joseph P. Kalt and Mr. A. Joseph Cavicchi, June 28, 2010.

BG Masspower

Before the Commonwealth of Massachusetts Trial Court, Suffolk, SS Civil Action
07-3243 (BLS2), Masspower, by its General Partners, BG MP Partners|, LLC, and
BG MP Partners i, LLC, Plaintiffs, v. Massachusetts Municipa Wholesae Electric
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Company, Defendant. Deposition of A. Joseph Cavicchi on behalf of Masspower,
February 19, 2010. Testimony of A. Joseph Cavicchi on behalf of Masspower,
March 18 and 19, 2010. Oral, Public.

Allegheny
Before the Federal Energy Regulatory Commission, State of Californiaex rel.
Lockyer v. British Columbia Power Exchange Corp., et d., Docket No. EL02-71-
017 et d. Prepared Answering Testimony of A. Joseph Cavicchi on behalf of
Allegheny Energy, September 17, 2009. Written, Public.

MPS Merchant Services
Before the Federal Energy Regulatory Commission, State of Californiaex rel.
Lockyer v. British Columbia Power Exchange Corp., et d., Docket No. EL02-71-
017. Prepared Answering Testimony of A. Joseph Cavicchi on behaf of MPS
Merchant Services, September 17, 2009. Written, Public.

PPL Montana, LLC
Before the Federal Energy Regulatory Commission, State of Californiaex rel.
Lockyer v. British Columbia Power Exchange Corp., et d., Docket No. EL02-71-
017. Answering Testimony of A. Joseph Cavicchi on behaf of PPL Montana, LLC,
September 17, 2009. Written, Public.

Congellation New Energy
Before the Federal Energy Regulatory Commission, San Diego Gas and Electric Co.
v. Sdlersof Energy and Ancillary Services, Docket No. ELO0-95 et d. Affidavit
of A. Joseph Cavicchi on behaf of Constellation New Energy, August 4,
2009. Written, Public.

Energy Northwest
Before the American Arbitration Association, Seattle, Washington, Grays Harbor

Energy LLC, Clamant, Energy Northwest, Respondent, Case No. 75-158-115-

08. Testimony of A. Joseph Cavicchi on behaf of Energy Northwest, June 18,
2009. Oradl, Public. Deposition Testimony of A. Joseph Cavicchi on behalf of
Energy Northwest, May 13, 2009. Ora, Public. Supplemental Expert Report of A.
Joseph Cavicchi on behaf of Energy Northwest, April 30, 2009. Written,
Confidential. Expert Report of A. Joseph Cavicchi on behalf of Energy Northwest,
April 15, 2009. Written, Confidential

Entegra Power ServicesLLC
Before the Federal Energy Regulatory Commission, Docket ER09-838-000, Request
for Acceptance of Initial Market-Based Rate Tariff, RE: Updated Market Power
Anaysisfor EPS Affiliate, GilaRiver. Affidavit of A. Joseph Cavicchi, March 13,
2009. Written, Public.
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Union Pacific Rallroad Company
In the Matter of the Arbitration between Wisconsin Public Service Corporation and
Union Pacific Railroad Company. Rebuttal Expert Report of A. Joseph Cavicchi,
February 16, 2009.

PPL Electric Utilities Corporation
Before the Pennsylvania Public Utility Commission, RE: Petition of PPL Electric
Utilities Corporation for Approval of a Default Service Program and Procurement
Plan for the Period January 1, 2001 through May 31, 2014, Docket No. P-2008-
2060309. Testimony of A. Joseph Cavicchi on behalf of PPL Electric Utilities
Corporation, February 11, 2009. Oral, Public.

PPL Electric Utilities Corporation
Before the Pennsylvania Public Utility Commission, Docket No. P-2008-2060309.
Rebuttal Testimony of A. Joseph Cavicchi on behaf of PPL Electric Utilities
Corporation, January 20, 2009.

Union Power Partners, L.P.
United States of America, Before the Federal Regulatory Commission, Docket
No. ER05-1191-014, Updated Market Power Analysis for Continued Market-
Based Rate Authority. Affidavit of A. Joseph Cavicchi on behalf Union Power
Partners, L.P., December 30, 2008.

PPL Electric Utilities Corporation
Before the Pennsylvania Public Utility Commission, Docket No. P-2008-2060309,
Supplemental Testimony of A. Joseph Cavicchi of behalf of PPL Electric Utilities
Corporation, November 3, 2008.

PPL Electric Utilities Corporation
Before the Pennsylvania Public Utility Commission, Docket No. P-2008-20603009.
Testimony of A. Joseph Cavicchi of behalf of PPL Electric Utilities Corporation,
September 11, 2008.

PPL Electric Utilities Corporation
United States of America, Before the Federal Regulatory Commission, Docket
No. ER00-1712-008, ER02-2408-003, ER00-744-006, ER02-1327-005, EROO-
1703-003, ER02-1749-003, ER02-1747-003, ER99-4503-005, ER00-2186-003,
ERO01-1559-004. Affidavit of A. Joseph Cavicchi on behalf of PPL Companies,
September 2, 2008.

PPL Electric Utilities Corporation
United Sates of America, Before the Federal Regulatory Commission, Docket
No. EL08-67-000. Affidavit of A. Joseph Cavicchi (with Joseph P. Kalt) on
behalf of PPL Companies, August 12, 2008.
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PPL Electric Utilities Corporation

United Sates of America, Before the Federal Regulatory Commission, Docket
No. EL08-67-000. Affidavit of A. Joseph Cavicchi (with Joseph P. Kalt) on
behalf of PPL Companies, July 11, 2008.

Entegra Power Group L.L.C.

United States of America, Before the Federal Regulatory Commission, Docket
Nos. ER05-1178-00 and ER05-1191-00. Affidavit of A. Joseph Cavicchi on
behalf of Entegra Power Group L.L.C, Gila River Power, L.P., Union Power
Partners, L.P., Harbinger Capital Partners Master Fund I, Ltd., and Harbinger
Capital Partners Specia Situations Fund, LP, May 30, 2008.

Harbinger

|EPA

United States of America, Before the Federal Regulatory Commission, Docket
No. EC08-87-000. Affidavit of A. Joseph Cavicchi on behaf of the Entegra
Power Group L.L.C, Gila River Power, L.P., Union Power Partners, L.P.,
Harbinger Capital Partners Master Fund |, Ltd., and Harbinger Capital Partners
Specia Situations Fund, LP, May 9, 2008.

United States of America, Before the Federal Regulatory Commission, Docket
Nos. ER08-556-000 and ER06-615-020. Affidavit of A. Joseph Cavicchi on
behalf of Independent Energy Producers Association, February 29, 2008.

PJM Power Providers Group

United Sates of America, Before the Federal Regulatory Commission, Docket
No. EL08-34-000. Affidavit of Joseph P. Kalt and A. Joseph Cavicchi on behalf
of the P3 Group, responding to the Complaint of the Maryland Public Service
Commission against PIM Interconnection, L.L.C., regarding marketing power
mitigation, February 19, 2008.

Tractebel Energy Marketing, Inc.

Tractebel Energy Marketing, Inc. v. AEP Power Marketing, Inc., American Electric
Power Company, Inc. and Ohio Power Company, 03 CV 6731 (S.D.N.Y.) (HB)
(JCF); and Ohio Power Company and AEP Power Marketing, Inc. v. Tractebel
Energy Marketing, Inc. and Tractebel S.A., 03 CV 6770 (S.D.N.Y.) (HB) (JCF).
Expert Report of A. Joseph Cavicchi on behalf of Tractebel Energy Marketing, Inc.,
January 21, 2008.

PPL Corporation

United States of America, Before the Federal Regulatory Commission, Docket
Nos. ER00-1712-007, ER02-2408-003, ER00-744-006, ER02-1327-005, EROO-
1703-002, ER02-1749-003, ER02-1747-003, ER99-4503-005, ER00-2186-003,
ERO01-1559-004. Affidavit of A. Joseph Cavicchi on behalf of Triennial Market
Power Update of PPL Companies, January 14, 2008.
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I[EPA
United Sates of America, Before the Federal Regulatory Commission, Docket
Nos. ER06-615-003, 005, 012, ER07-1257-000, ER02-1656-017, ER02-1656-
018, EL05-146-000 and EL08-20-000. Affidavit of A. Joseph Cavicchi on behalf
of Independent Energy Producers Association, January 9, 2008.

NRG
United Sates of America, Before the Federal Regulatory Commission, New Y ork
Independent System Operator — Docket No. EL07-39-000. Affidavits of A. Joseph
Cavicchi on behaf of NRG Power Marketing, Inc., Arthur Kill Power LLC, Astoria
Gas Turbine Power LLC, Dunkirk Power LLC, Huntley Power LLC, and Oswego
Harbor Power LLC, November 19, 2007, December 10, 2007, and December 21,
2007. Written, Public.

American Electric Power Services Corporation, Conectiv Energy Supplies, Inc., DTE
Energy Trading, Inc., Energy America, LLC, Integrys Energy Services, Inc., and PPL
Energy Plus, LLC
United Sates of America, Before the Federal Regulatory Commission, The People
of the State of Illinois, ex rel. Illinois Attorney General LisaMadigan v. Exelon
Generation Co., LLC, et a., Docket No. EL07-47-000. Affidavit of Joseph Cavicchi
and Joseph P. Kalt, June 18, 2007. Written, Public.

Independent Energy Producers Association of California
United Sates of America, Before the Federal Regulatory Commission, Docket No.
R.06-02-013, Long-Term Procurement Plans, Prepared Testimony of the Independent
Energy Producers Association. Prepared Testimony of Joseph Cavicchi and David
Reishus on behalf of the IEPA, March 2, 2007. Written, Public.

Cross Hudson
Before the Sate Of New York Public Service Commission, Request of Hudson
Transmission Partners, LLC, for Unredacted Copies of Records Filed In Case 01-T-
1474. Affidavit of Joseph Cavicchi in Support of Cross Hudson Corporation’s
Appeal of Records Access Officer’s February 9, 2007, Determination (Trade Secret
07-1), February 21, 2007. Written, Public.

PPL Electric Utilities Corporation
Before The Pennsylvania Public Utility Commission, RE: Petition of PPL Electric
Utilities Corporation for Approval of A Competitive Bridge Plan, Docket No. P-
00062227. Direct Testimony of Joseph Cavicchi, December 19 and 20, 2006. Ordl,
Public.

PPL Electric Utilities Corporation
Before The Pennsylvania Public Utility Commission, RE: Petition of PPL Electric
Utilities Corporation for Approval of A Competitive Bridge Plan, Docket No. P-
00062227. Reply to Surrebuttal Testimony of Marjorie R. Philips, Joseph Cavicchi,
December 20, 2006. Written, Public.
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PIM Interconnect, LLC
United Sates of America, Before the Federal Regulatory Commission, Docket No.
EL05-148-000, 001; Docket No. ER05-1410-000, 001, Initial Comments of the PPL
Parties and the PSEG Companies in Opposition to Proposed Settlement, Exhibit D-1
(Exhibit AJC-1). Affidavit of A. Joseph Cavicchi, October 19, 2006. Written,
Public.

Excelsior Energy Inc.
Before The Minnesota Office Of Administrative Hearings, RE: In The Matter Of The
Petition Of Excelsior Energy Inc. And Its Wholly-Owned Subsidiary MEP-I, LLC
For Approval Of Terms And Conditions For The Sale Of Power From Its Innovative
Energy Project Using Clean Energy Technology Under Minn. Stat. §216B.1694 and a
Determination That The Clean Energy Technology IsOr IsLikely To Be A Least-
Cost Alternative Under Minn. Stat. 8216B.1693, MPUC Docket No. E-6472-/M-05-
1993; OAH Docket No. 12-2500-17260-2, Prepared Rebuttal Testimony and Exhibits
of Excelsior Energy Inc. and MEP-1 LLC. Rebuttal and Exhibits of Joseph Cavicchi,
October 10, 2006. Written, Confidential.

PPL Electric Utilities Corporation
Before The Pennsylvania Public Utility Commission, RE: Petition of PPL Electric
Utilities Corporation for Approval of A Competitive Bridge Plan, Docket No. P-
00062227. Statement No. 2, Direct Testimony of Joseph Cavicchi, September 15,
2006. Written, Public.

Independent Energy Producers Association of California
United Sates of America, Before the Federal Regulatory Commission, Docket No.
EL05-146-000, Reply Comments of the Independent Energy Producers Association,
September 26, 2006. Affidavit of Joseph Cavicchi, August 26, 2006. Written,
Public.

Independent Energy Producers Association of California
United Sates of America, Before the Federal Regulatory Commission, Docket No.
EL05-146-000, Affidavit in Support of Justness and Reasonableness of the Offer of
Settlement’ s Reference Resource’ s Cost and Performance Characteristics. Affidavit
of Joseph Cavicchi, August 21, 2006. Written, Public.

PPL Maine, LLC
United Sates of America, Before the Federal Regulatory Commission, RE: PPL
Maine, LLC, Docket No. ER00-2186-002, Triennial Market-Based Rate Update.
Affidavit of A. Joseph Cavicchi on behalf of the PPL Companies, June 19, 2006.
Written, Public.

FirstEnergy Solutions Corp.
United Sates of America, Before the Federal Regulatory Commission, FirstEnergy
Solutions Corp., Docket No. ER06-117-000. Prepared Direct Testimony of Scott T.
Jones, Ph.D., and A. Joseph Cavicchi on behalf of FirstEnergy Solutions Corporation,
March 15, 2006, confirming the auction price result of the Competitive Bidding
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Process carried out by the Ohio Public Utilities Commission in December 2004, and
establishing that Solutionsis not charging arate greater than market prices for
wholesale electricity sold to its affiliated Ohio based regulated distribution
companies.

PPL Montana, LLC
United States of America, Before the Federal Energy Regulatory Commission, RE:
PPL Montana, LLC, Docket No. ER99-3491-003; PPL Colstrip I, LLC, Docket No.
ERO00-2184-001; PPL Colstrip Il, LLC, Docket No. ER00-2185-001; Answer of the
PPL Montana Parties to Montana Consumer Counsel’s New Uncommitted Capacity
Pivotal Supplier Analysis and Uncommitted Capacity Market Share Analysis.
Affidavit (filed with Joseph Kalt), February 28, 2005; Affidavit (filed with Joseph
Kalt), November 14, 2005 (original October 31, 2005); First Supplemental Affidavit
on behalf of the PPL Montana Parties (filed with Joseph Kalt), December 23, 2005;
Affidavit (filed with Joseph Kalt), February 1, 2006.

PPL Corporation
United Sates of America, Before the Federal Energy Regulatory Commission,
Triennial Market-Based Rate Update, Submitted by PPL Great Works, Docket No.
ER05-4503-004. Affidavit, January 24, 2006.

Independent Energy Producers Association of California
Before the Public Utilities Commission of the Sate of California, Evidentiary
Hearings, Dockets Nos. R04-04-025 and R04-04-003. Testimony of Joseph Cavicchi
and David Reishus on behalf of Independent Energy Producers Association of
California, January 23 and 24, 2006. Oral, Public.

PPL Corporation
United States of America, Before the Federal Energy Regulatory Commission, Docket
No. ER05-1416-000. Affidavit of A. Joseph Cavicchi, Joseph P. Kalt, Ph.D., and
David A. Reishus, Ph.D., on behalf of the PPL Parties, October 19, 2005.

Independent Energy Producers Association of California
United Sates of America, Before the Federal Energy Regulatory Commission, Docket
No. EL05-146-000. Affidavit in Support of the Complaint of the Independent Energy
Producers Association to Implement CAISO Market Design Modifications, August
26, 2005.

PPL Corporation
United Sates of America, Before the Federal Energy Regulatory Commission, PPL
Resource Adequacy Market Proposal, Docket No. PL05-7-000. “A Policy Analysis
of PIM’ s Proposed Four-Y ear Forward Capacity Market” (with Joseph P. Kalt), June
16, 2005.

PPL EnergyPlus

United Sates of America, Before the Federal Energy Regulatory Commission, Docket
ER00-1712-004, Request for Leave to Respond and Response of PPL Parties to
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Protest of PIM Industrial Customer Coalition and the PP&L Industrial Customer
Alliance and to Comments of Joint Consumer Advocates. Supplemental Affidavit,
December 16, 2004.

PPL Montana, LLC
United Sates of America, Before the Federal Energy Regulatory Commission, RE:
PPL Montana, LLC; PPL Colstrip I, LLC; PPL Colstrip II, LLC; Docket No. ER99-
3491- , Compliance Filing: Triennial Market-Based Rate Update and Revised Tariff
Sheet. Affidavit (filed with Joseph Kalt), November 9, 2004.

United Sates of America, Before the Federal Energy Regulatory Commission, PPL
Colstrip I, LLC; PPL Colstrip Il, LLC; Docket No. ER99-3491-003, market power
analysisin support of application for renewal of authority to sell electric energy and
capacity at market-based rates. Affidavit (filed with Joseph Kalt), November 9, 2004.

PPL EnergyPlus
United States of America, Before the Federal Energy Regulatory Commission, PPL
EnergyPlus et a., Docket ER00-1712-004, market power analysis in support of
application for renewal of authority to sell electric energy and capacity at market-
based rates. Supplemental Affidavit, November 9, 2004.

PPL Southwest Generation Holdings, LLC
United Sates of America, Before the Federal Energy Regulatory Commission, PPL
Southwest Generation Holdings, LLC, Docket No. ER01-1870-002, market power
analysisin support of application for renewal of authority to sell electric energy and
capacity at market-based rates. Supplemental Affidavit, October 25, 2004.

PPL Wallingford Energy LLC
United States of America, Before the Federal Energy Regulatory Commission, PPL
Wallingford Energy LLC, Docket No. ER01-1559-002, market power analysisin
support of application for renewal of authority to sell electric energy and capacity at
market-based rates. Supplemental Affidavit, October 8, 2004.

PPL Wallingford Energy LLC
United Sates of America, Before the Federal Energy Regulatory Commission, PPL
Wallingford Energy LLC, Docket No. ER01-1559-002, market power analysisin
support of application for renewal of authority to sell electric energy and capacity at
market-based rates. Affidavit, July 12, 2004.

PPL Southwest Generation Holdings, LLC
United Sates of America, Before the Federal Energy Regulatory Commission, PPL
Southwest Generation Holdings, LLC, Docket No. ER01-1870-002, market power
analysisin support of application for renewal of authority to sell electric energy and
capacity at market-based rates. Affidavit, July 12, 2004.
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PPL Wallingford Energy LLC
United Sates of America, Before the Federal Energy Regulatory Commission, PPL
Wallingford Energy LLC and PPL EnergyPlus, LLC, Petition for Rehearing, Request
for Clarification and Request for Expedited Action on Rehearing and Clarification of
PPL Wallingford Energy LLC and PPL EnergyPlus, LLC. Affidavit, June 16, 2003.

Massachusetts Department of Telecommunications and Energy
Submission of comments on the investigation by the Massachusetts DTE on its own
motion into the Provision of Default Service, DTE 02-40-B (with Charles Augustine),
May 28, 2003.

BUSINESS STRATEGY ANALYSES

Electricity Generation Facility Developers
Oversees the development and implementation of transmission-constrained dispatch
modeling for proposed el ectricity generation units locating in the Northeastern, Mid-
Atlantic, and Midwestern United States. Analyses typically focus on determining
likely facility capacity factors and impacts on local and regional air pollutant
emissions as well as on wholesale electricity prices. In addition, these analyses
provide detailed knowledge of new facilities' impacts on the operation of the
electricity transmission system that is critical to assessing the ability of a generating
unit to deliver its power in awide geographical area.

Electricity Distribution Companies
Provide extensive strategic advice and analytical support to electricity distribution
companies that are required to assess new wholesale marketplaces in order to fulfill
their regulatory commitments as providers of last resort or default electricity service.
In most instances these companies require assi stance with the development and
issuance of requests for proposals as well as rapid evaluation of commodity bids. The
assignments combine extensive knowledge of wholesale market operations with
general economic theory of contracting and el ectricity generation plant dispatch in
order to provide companies with an approach to commodity procurement that agrees
with their risk profile. In most cases there are numerous business and regulatory
concerns that are incorporated into the procurement strategies. Additionally, each
assignment typically requires extensive analysis of customer demand patterns and
wholesale market pricesin order to develop market-based customer service cost
forecasts.
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PUBLICATIONS

“The Polar Vortex: Implications for Improving the Efficiency of Wholesale Electricity
Spot Market Pricing,” A. Joseph Cavicchi, March 2014. Prepared for the Electric Power
Supply Association.

“Anatomy of Sealed-Bid Auctions. Bringing Flexibility and Efficiency to Energy RFPS,”
with Andrew Lemon, published in Public Utilities Fortnightly, June 2009, pp. 20-64.

“U.S. Centralized Wholesale Electricity Markets: An Update,” published in the
International Association for Energy Economics Newsletter, First Quarter 2007, pp. 8-12.

“Power Procurement. What'sin Your Mix? Why Competitive Markets Are Scaring
Regulators,” with Andrew Lemon, published in Public Utilities Fortnightly, November
2006, pp. 49-54.

“Competition and Regulation in the Power Industry, Part 111: Tensions Evolve Between
Regulation and Competition,” with Charles Augustine and Joseph Kalt, published in
Electric Light & Power, January/February 2006: volume 84.01, pp. 24-25.

“Gradualism in Retail Restructuring.” with Charles Augustine and Joseph P. Kalt,
published in Electric Light & Power, September/October 2005: volume 83:05, pp. 26-30.

“Competition and Regulation in the Power Industry: Can the Two Coexist?,” with
Charles Augustine and Joseph Kalt, published in Electric Light & Power, July/August
2005: volume 83.04, pp. 28-31.

“Ensuring The Future Construction of Electricity Generation Plants. The Challenge of
Maintaining Reliability in New U.S. Wholesale Electricity Markets,” with Andrew
Kolesnikov, published in International Association for Energy Economics Newsletter,
First Quarter 2005.

“Electricity Company Affiliate Asset Transfer Self Build Policies: Renewed Regulatory
Challenges,” with Scott T. Jones, The Electricity Journal, November 2004.

“Onward Restructuring,” Hart Energy Markets, September 2004, Vol. 9, No. 9, p. 64.
“Competition and Regulation in the North American Electricity Industry: Can These
Two Seemingly OpEosed Forces Coexist?” with Charlie Augustine and Joseph P. Kalt,
published in the 24" Annua North American Conference of the USAEE/IAEE
Proceedings, July 9, 2004, Washington, DC.

“Wholesale Electricity Procurement Strategies for Serving Retail Demand,” published in
International Association for Energy Economics Newsletter, First Quarter 2004.

“Economic and Environmental Benefits of the Kings Park Energy Project: System
Production Modeling Report,” with Susan F. Tierney, January 25, 2002.
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“Economic and Environmental Benefits of the Wawayanda Energy Center: System
Production Modeling Report,” with Susan F. Tierney, August 24, 2001.

“Air Pollution Reductions Resulting from the Kings Park Energy Project,” with Susan F.
Tierney, January 24, 2001.

PRESENTATIONS

Mr. Cavicchi led a Congressional Staff Briefing examining section 111(d) of the Clean
Air Act, Stranded Assets Panel — Focusing on the Impacts of EPA’s GHG Proposal for
Existing Plants Under 111(d), Washington D.C., July 30, 2014.

Mr. Cavicchi spoke, as a part of an industry-leading panel, at a Congressional Staff
Briefing regarding the financial repercussions of the EPA’s Clean Power Plan to public
power plants, electric co-operatives, and merchant power plants, Stranded Assets Panel —
Focusing on Financial Impacts to Public Power, Co-Ops, and Merchant Power Plants
Under EPA’s 111 (d) Clean Power Plan, Washington D.C., March 2, 2015.

“Goa of Scarcity and Shortage Pricing and Performance of Existing Pricing Rules,”
Federal Energy Regulatory Commission, October 28, 2014.

“Lessons Learned from Existing Scarcity and Shorage Pricing Rules,” Federal Energy
Regulatory Commission, October 28, 2014.

“Impacts of Officer Caps and Market Power Mitigation,” Federal Energy Regulatory
Commission, October 28, 2014.

Electricity Industry Fundamentals, EUCI, January 29-30, 2013.

“Market Power Monitoring and Mitigation in Electric Capacity Markets,” Capacity
Markets. Achieving Market Price Equilibrium?, EUCI, October 4, 2012.

“Market Power Monitoring and Mitigation in Electric Capacity Markets,” Capacity
Markets: Achieving Market Price Equilibrium?, EUCI, November 7, 2011.

“Economics and Regulation of Large Scale Renewable Resource Electricity System
Transmission Additions,” Center for Research in Regulated Industries, Eastern
Conference, Rutgers University, May 6, 2010.

“PIM’s RPM Auctions. Emerging and Unsettled Issues” NECA Power Markets
Conference, November 1, 2007.

“Locational Capacity Markets. Understanding the Upside,” New Y ork City, July 8, 2006.
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“Competition and Regulation in the North American Electricity Industry: Can These
Two Seemingly Opposed Forces Coexist?,” 24™ Annual North American Conference of
the USAEE/IAEE, July 9, 2004, Washington, DC.

“Merchant Transmission Investment Regimes: An Outsider’s Observations,” The East
Coast Energy Group, April 16, 2004.

“Wholesale Procurement Strategies for the Restructured Electricity Markets: Experiences
from the Field,” Platts First Annual Electricity Market Design Imperative, Chicago, IL,
November 6, 2003.

“Power Plant Technologies and Characteristics,” The Harvard Institute for International
Development's Third Annual Program on Climate Change and Development, Cambridge,
MA, June 19, 2000.

“Transmission Planning & Investment in the RTO Era,” with John Farr and Susan F.
Tierney, workshop at Infocast Conference on Transmission Pricing, Chicago, IL, May 1,
2000.

“The US Market for Merchant Plants—OQutlooks, Opportunities and Impediments,”
CBI's 4™ Annua Profit from Merchant Plants Conference, January 31, 2000.

“Projecting Electricity Prices for a Restructured Electricity Industry,” EXNET Merchant
Power Plant Conference, Washington, DC, June 3, 1999.

“Transmission Planning and Competitive Generation Markets. The New England Case,”
EUCI conference on Transmission Restructuring for Retail Competition, Denver, CO,
March 25, 1999.

“Key Issuesin Ancillary Service Markets,” IBC's conference on Pricing and Selling
Ancillary Servicesin a Competitive Market Conference, San Francisco, CA, March 11,
1999.

“Successfully Forecasting the Price of Energy and Other Products,” workshop presented
at IBC’ s conference on Successful Load Profiling, San Francisco, CA, December 2,
1998.

“International Perspective: Lessons from the US Deregulation Experience,” Nordic
Power * 98, Stockholm, Sweden, October 7, 1998.

“Successfully Forecasting the Price of Energy and Other Products in a Restructured
Electric Power Industry,” workshop presented at IBC's 3" Strategic Forum on Market
Price Forecasting, Baltimore, MD, August 24, 1998.

“Managing Market Share Loss with the Opening of Retail Markets to Competition,”
Electric Utility Business Environment Conference, Denver, CO, June 24, 1998.
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“Multi-Attribute Trade-Off Anaysisfor Water and Electricity Policy Development,”
presented in Mendoza, Argentina, July 1996 and April 1997.

“The Basics of Cogeneration,” presented at the Tufts University Forum on Energy
Conservation, December 1993.

“Implications and History of the MIT Cogeneration Project,” presented to the
Massachusetts Society of Professional Engineers, November 1993.

CERTIFICATIONS

Registered Professional Engineer, Commonwealth of Massachusetts, 1992 - .

PROFESSIONAL AFFILIATIONS

Member, Board of Directors, Northeast Energy and Commerce Association, 2002-2012.
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PPL Electric Exhibit JC-1

Average Fixed-Price, Full-Requirements Power Supply Price for Residential and Small
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Sources: PPL Electric Price to Compare Calculators - https://mww.pplelectric.com/at-your-service/for-generation-suppliers/general-supplier-
reference-information/price-to-compare-and-shopping.aspx
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PPL Electric Exhibit JC-2

PPL Electric's Price-to-Compare for Residential and Small Commercial and
Industrial Customers (June 2012 - May 2016)
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Sources: PPL Electric's Historical Price to Compare - https://www.pplelectric.com/at-your-service/for-generation-suppliers/general-supplier-
reference-information/price-to-compare-and-shopping.aspx

Note: PPL Electric's Price-to-Compare includes the company's average fixed-price, full-requirements power supply price plus additional costs primarily composed of the
transmission services charge, reconciliation adjustment, state tax adjustment surcharge, and block supply for residential customers.



PPL Electric Exhibit JC-3

PPL Electric Utilities DSP 1V Product Structure and Procurement Schedule
(Residential Customer Class)

%//////% DSP | Product DSP 111 Product I:lDSP 1V Product

2019
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2017 2018
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec|Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2020 2021
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec|Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

12-Month Product (30%) 12-Month Product (30%) 12-Month Product (30%) 12-Month Product (30%)

12-Month Product (25%) 12-Month Product (25%) 12-Month Product (25%) 12-Month Product (25%)

) il 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%)

CH T

Notes: (1) All products are fixed price full requirements service except where noted.
(2) Auctions will be held every six months approximately two months prior to the start of delivery.
(3) The first auction will be held during the spring of 2017.



PPL Electric Exhibit JC-4

PPL Electric Utilities DSP 1V Product Structure and Procurement Schedule
(Small Commercial and Industrial Customer Class)

DSP 111 Product I:lDSP 1V Product

2019

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2017

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2018

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2020
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2021
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i
ct(25%)

il 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%) | 6-Month Product (45%)

Notes: (1) All products are fixed price full requirements service.
(2) Auctions will be held every six months approximately two months prior to the start of delivery.
(3) The first auction will be held during the spring of 2017.



PPL Electric Exhibit JC-5

Cost Build-Up v. Full Requirements Price
Residential Customer Class - DSP Il and DSP 111
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PPL Electric Exhibit JC-6

Cost Build-Up v. Full Requirements Price
Small Commercial and Industrial Customer Class - DSP Il and DSP |11
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INTRODUCTION

What is your name and business address?
My name is Michael S. Wukitsch. My business address is PPL Electric Utilities
Corporation (“PPL Electric” or the “Company”), 827 Hausman Rd., Allentown, PA

18104.

What is your current position?
I am a Customer Relations Specialist in PPL Electric’s Customer Services Department. |

report to the Manager-Regulator Programs and Business Services.

What are your primary job responsibilities?

I oversee the system wide implementation of the following PPL Electric universal service
programs: OnTrack, PPL Electric’s Customer Assistance Program (“CAP”); Operation
HELP, PPL Electric’s hardship fund; Customer Assistance and Referral Services
(“CARES”); and Low-Income Home Energy Assistance Program (“LIHEAP”). | provide
guidance and direction on policies, procedures, and other program management activities
necessary to support the Company’s Regulatory Programs Specialists that work with
local social service agencies to implement the above-referenced universal service
programs.

I have the responsibility of providing program information to internal and external
resources (i.e., administering agencies, PPL Electric employees, etc.) regarding policy
updates, new procedures, and regulatory changes. | play a lead role in providing annual
Pennsylvania Public Utility Commission (“Commission” or “PUC”) required reporting

information (e.g., Universal Service Reporting Requirements) and prepare internal

1
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metrics related to PPL Electric’s low-income programs. | work closely with staff from
the Pennsylvania Department of Human Services regarding the implementation of
LIHEAP. | am responsible for developing outreach plans and initiatives to increase
customer enrollment in PPL Electric’s OnTrack payment program. | also identify and
execute initiatives to improve the effective implementation of OnTrack. | oversee and
execute plans to raise funds for the Company’s hardship fund (Operation HELP). |
support efforts to prepare the work group’s annual budget for operation and maintenance

expenses and universal service program expenditures.

Have you been involved in other Commission proceedings?

Yes. | have helped prepare interrogatory responses in PPL Electric’s 2012 and 2015 base
rate cases at Docket Nos. R-2012-2290597 and R-2015-2469275. | also have assisted in
the preparation of PPL Electric’s Universal Service and Energy Conservation Plan for

2014-2016 at Docket No. M-2013-2367021.

What is your educational background?
I have a Bachelors of Art in Economics from Moravian College and an MBA from
Moravian College, with a focus on Business Management. | also have a certification in

Project Management from Lehigh University.

What is the purpose of your direct testimony?
The purpose of my direct testimony is to sponsor and describe the statistics and data

related to CAP shopping within PPL Electric’s service territory, as well as describe the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

impact that CAP shopping has on CAP credits and the CAP program costs borne by other
customers. | also will describe the CAP shopping collaborative that PPL Electric held
with interested stakeholders. This data, as well as input from stakeholders, forms the
basis for the Company’s CAP shopping proposal as further explained in the direct

testimony of Mr. Rouland (PPL Electric Statement No. 1).

Are you sponsoring any exhibits for your direct testimony?

Yes. | am sponsoring the following exhibits: PPL Electric Exhibit MSW-1, which is the
OnTrack shopping data and information prepared for and provided to stakeholders during
the December 11, 2015 CAP shopping collaborative; PPL Electric Exhibit MSW-2,
which is the OnTrack shopping data and information prepared for and provided to
stakeholders during the January 15, 2016 CAP shopping collaborative; and PPL Electric
Exhibit MSW-3, which shows the number of OnTrack shoppers with supply charges

above and at/below the Company’s price-to-compare (“PTC”).

OVERVIEW OF ONTRACK

Please summarize the key features of the Company’s OnTrack program.

OnTrack is the Company’s Commission-approved CAP. Through OnTrack, PPL Electric
provides reduced payment amounts based on household income, offers arrearage
forgiveness, and refers customers to other assistance programs (e.g., weatherization).
PPL Electric’s OnTrack customers pay a fixed amount each month based on household
income and ability to pay. Local community-based organizations administer the

program.
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Are there limits to participation in the OnTrack program?

Yes. The OnTrack program is available to Residential customers. To participate in
OnTrack, the customer must be payment-troubled and have a household income at or
below 150% of the federal poverty level. Customers are removed from the OnTrack
program if they miss two consecutive payments or when they exceed their allocation of

CAP credits.

Please explain CAP credits.

The CAP credits are the difference between the fixed OnTrack payment and the total
OnTrack customer electric bill. Consequently, the higher the total bill, the faster the
OnTrack customer will reach the maximum CAP credit and be removed from the
OnTrack program. The maximum CAP credits are set in the Company’s base rate cases
and universal service proceedings. The Company’s current maximum 18-month CAP
credit is $185 per month for electric heat customers ($3,328 over 18 months) and $73 per
month for non-electric heat customers ($1,310 over 18 months), as established by the
Commission-approved settlement in the 2015 base rate case at Docket No. R-2015-

2469275.

How does PPL Electric fund the OnTrack program?
In PPL Electric’s 2007 distribution base rate case at Docket No. R-00072155, the
Commission approved a reconcilable Universal Service Rider (“USR”) for the recovery

of costs (excluding employee wages or internal administrative costs) associated with its
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universal service programs, including OnTrack. The USR is applied to and recovered

from all Residential customers.

ONTRACK SHOPPING STATISTICS

Have OnTrack customers always had the ability to shop?

Yes. Within PPL Electric’s service territory, OnTrack customers have always had the
ability to shop for and receive electric supply from electric generation suppliers
(“EGSs”). The percentage of OnTrack customers that have selected an EGS has risen
from 44 percent in September 2013 to 52 percent in October 2015 — an increase of 18

percent.

Please explain why PPL Electric is addressing CAP shopping in this Default Service
Program and Procurement Plan proceeding.

In the Company’s 2014-2016 Universal Service and Energy Conservation Plan (“USP
Plan”) at Docket No. M-2013-2367021, the Commission directed PPL Electric to address
CAP shopping in its next Default Service Program and Procurement Plan proceeding.
Specifically, on page 18 of its Final Order in the USP Plan, the Commission stated as
follows:

3. Resolution: Addressing CAP shopping issues is beyond the
scope of a utility’s three year USECP. The Commission is not
persuaded to address any changes to electric shopping for OnTrack
customers through this Final Order. PPL should propose any
changes to its CAP shopping plan within its Default Service
Program and Procurement Plan Petition at Docket No. P-2012-
2302074. Accordingly, approval herein relative to PPL’s USECP
is not an approval of matters relating to shopping by PPL’s
OnTrack customers.
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Has the Commission provided any other guidance to PPL Electric regarding
shopping by CAP customers?

Yes. In paragraph 49 of its Final Order in PPL Electric’s 2015 base rate case at Docket
No. R-2015-2474714, the Commission adopted the following commitment regarding
CAP shopping:

49, PPL Electric commits to hold a collaborative by May 31,
2016, with all interested stakeholders to discuss and evaluate CAP
customer participation in the competitive shopping market as set
forth in OCA Statement 4 and CAUSE-PA Statement No. 1-R. In
advance of the collaborative, PPL Electric shall obtain and provide
data to interested stakeholders regarding the number of CAP
customers that are shopping, whether the rates paid by shopping
CAP customers is above or below the Price to Compare, and the
impact that shopping CAP customers have on CAP credits and
CAP customers’ bills. The Joint Petitioners reserve the right to
evaluate further revisions to the CAP customer participation in the
competitive shopping market and to recommend changes to CAP
customer shopping in the Company’s next default service
procurement plan proceeding. The Joint Petitioners retain the right
to review and file testimony concerning any such proposals as
permitted by the normal Commission process for review of the
default service plan proceeding.

Has PPL Electric fulfilled these CAP shopping collaborative requirements as
directed by the Commission?
Yes. PPL Electric conducted its first stakeholder collaborative on December 11, 2015 at
the Commission’s offices in Harrisburg. The Company conducted a second collaborative
via conference call on January 15, 2016.

In advance of the December 11 and January 15 collaborative meetings, the

Company provided stakeholders with information, statistics, and data regarding CAP

6
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shopping on PPL Electric’s system, which are attached to my testimony as PPL Electric

Exhibits MSW-1 and MSW-2.

What percentage of OnTrack customers have elected to receive competitive electric
generation supply from electric generation suppliers (“EGS™)?
Table 1 below shows the average monthly percentage of total OnTrack customers that

shopped for competitive electric generation supply during 2013, 2014, and 2015.

TABLE 1
2013 2014 2015
46% 51% 52%

PPL Electric Exhibit MSW-3 shows the number of OnTrack shoppers with supply
charges above and at/or below the Company’s PTC.

How is this percentage computed?

For purposes of this calculation, and the other calculations presented in my testimony, the
Company looked at monthly data concerning OnTrack customers and shopping. The

Company then averaged those monthly data.

What percentage of OnTrack shopping customers selected an EGS that offered a
price above PPL Electric’s PTC?

The table below shows the average monthly percentage of OnTrack shopping customers
that selected an EGS with a price above PPL Electric’s PTC during 2013, 2014, and

2015.2

! For 2013 and 2014, the results are through December 31; the results for 2015 are through
October 31.
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TABLE 2
2013 2014 2015

67% 50% 46%

Q. What percentage of OnTrack shopping customers selected an EGS that offered a
price at or below PPL Electric’s PTC?
A. Table 3 below shows the average monthly percentage of OnTrack shopping customers

that selected an EGS with a price at or below PPL Electric’s PTC during 2013, 2014, and

20152
TABLE 3
2013 2014 2015
33% 50% 54%

Q. Please summarize the OnTrack shopping statistics during 2013 through 2015.
Over a thirty-four month-period (January 2013 through October 2015), an average of
49% of OnTrack members were shopping, 55% of OnTrack shoppers were paying above
the PTC, and 45% of OnTrack shoppers were paying at or below the PTC. For
comparison purposes, Table 4 below shows the percentage of customers within the
Residential customer class (both CAP and non-CAP customers) that shopped during 2013
through 2015."

TABLE 4
2013 2014 2015

% See Footnote 1.

¥ See Footnote 1.

4 For 2013 and 2014, the results are through December 31; the results for 2015 are through
November.
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Has PPL Electric conducted an analysis of OnTrack shopping customers that paid a
price above the Company’s PTC?

Yes. PPL Electric conducted an analysis, by month, of OnTrack shoppers that paid
above the PTC from January 1, 2012 through October 30, 2015 — a period of 46 months.
The results are shown in PPL Electric Exhibit MSW-2, p. 3.

During this period, an average of 9,626 OnTrack shopping customers paid an
average price of $0.11048 and used an average of 1,197 kWh monthly. Over this 46-
month period, the average PTC was $0.08475.

If these OnTrack customers had not shopped, they would have had an average
monthly energy charge of $101 (1,197 kWh usage x $0.08475 PTC). However, their
actual average monthly energy charge was $132 (1,197 kWh usage x $0.11048 average
shopping price). In other words, these OnTrack shopping customers’ average monthly
energy charges were $31 higher (each month) than they would have been had they not
shopped.

The total average monthly difference for all OnTrack shopping customers above
the PTC was $298,406 (9,626 x $31). Extrapolated over 12 months, the estimated impact
for all OnTrack shopping customers above the PTC would be $3,580,872 ($298,406 x

12).
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Can you describe the financial impact of OnTrack customers that selected EGS with
prices higher than PPL Electric’s PTC?

Yes. As previously explained, OnTrack customers are removed from the program if they
reach the maximum allocation of CAP credits. Consequently, the higher the total bill, the
faster the OnTrack customer will reach the maximum CAP credit.

As shown in PPL Electric Exhibit MSW-2, p. 3, OnTrack customers that selected
suppliers with prices higher than PPL Electric’s PTC had average monthly energy
charges that were $31 higher (each month) than they would have been had they not
shopped. Although these shopping customers’ OnTrack payment amounts did not
change, they would have used up their CAP credits at a faster pace, which increases the
risk of early removal from the OnTrack program. In addition, to the extent that these
customers did not use up their CAP credits, the higher average monthly energy charges

increased the resulting CAP shortfall costs recovered through the USR.

Does this data include any savings OnTrack customers may have received in the
form of gift cards or other incentives offered by EGSs?

No. The Company has no way of knowing of or tracking such incentives. Furthermore,
such incentives would not be reflected as an offset to any CAP shortfall recovered

through the USR.

Has PPL Electric conducted an analysis of OnTrack shopping customers that paid a

price at or below the Company’s PTC?

10
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Yes. PPL Electric conducted an analysis of OnTrack shoppers that paid at or below the
PTC from January 1, 2012 through October 30, 2015 — a period of 46 months. The
results are shown PPL Electric Exhibit MSW-2, p. 4.

During this period, an average of 7,750 OnTrack customers paid an average price
of $0.07772 and used an average of 1,294 kWh monthly. Over this 46-month period the
average PTC was $0.08475.

If these OnTrack customers had not shopped, they would have had an average
monthly energy charge of $110 (1,294 kWh usage x $0.08475 PTC). Their actual
average monthly energy charge was $101 (1,294 kWh usage x $0.07772 average
shopping price). In other words, these customers’ average monthly energy charges were
$9 lower (each month) than they would have been had they not shopped.

The total average monthly difference for all customers at or below the PTC was
$69,750 (7,750 x $9). Extrapolated over 12 months, the estimated impact for all

customers at or below the PTC would be $837,000 ($69,750 x 12).

Can you describe the financial impact of OnTrack customers that selected EGSs
with prices at or below PPL Electric’s PTC?

Yes. As shown in PPL Electric Exhibit MSW-2, p. 4, OnTrack customers that selected
suppliers with prices at or below PPL Electric’s PTC had average monthly energy
charges that were $9 lower (each month) than they would have been had they not
shopped. Although these shopping customers’ OnTrack payment amounts did not
change, they would have used up their CAP credits at a slower pace, which decreases the

possibility of early removal from the OnTrack program. In addition, the lower average

11
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monthly energy charges decreased the resulting CAP shortfall cost recovered through the

USR.

What has been the net financial impact of OnTrack shopping customers?

The estimated net impact of all OnTrack shopping customers (net of both OnTrack
customers above the PTC and OnTrack customers at/below the PTC) over the same 46-
month period (January 2012 through October 2015) is shown in PPL Electric Exhibit
MSW-2, p. 5.

The results of this analysis show that the estimated net monthly energy charges
for all OnTrack shopping customers was $228,656 ($298,406 - $69,750) more than the
PTC. Extrapolated over 12 months, the net effect for all OnTrack shopping customers
would be a cost of $2,743,872 ($3,580,872 - $837,000). Stated differently, the net
financial impact of OnTrack shopping is an increase of approximately $2.7 million

annually in the energy charges paid for supply provided to OnTrack customers.

What percentage of total OnTrack customers (both shopping and non-shopping)
have been removed from the program for exceeding their allocation of CAP credits?
Over the same 46-month period discussed above (January 2012 through October 2015),
an average of 2.0% of customers (both shopping and non-shopping) were removed from
the OnTrack program for exceeding CAP credits. As of October 31, 2015, approximately
1.4% of customers (both shopping and non-shopping) were removed from the OnTrack

program for exceeding CAP credits.
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Based on this data and information, what are your conclusions regarding OnTrack
shopping?

About half of the Company’s OnTrack customers have participated in shopping and
obtained supply from EGSs. Overall, OnTrack customers have been able to manage their
allocation of CAP credits relatively well. However, the OnTrack data and statistics
summarized above suggest that CAP shopping can result, and has resulted, in OnTrack
customers exceeding their CAP credits at a faster pace, which puts these low-income
customers at risk of early removal from the OnTrack program. The OnTrack data and
statistics summarized above also suggest that CAP shopping can result, and has resulted,
in increased CAP costs that are paid for by all Residential customers through the USR.
This data, as well as the input received during the CAP shopping collaborative, forms the
basis for the Company’s CAP shopping proposal as further explained in the direct

testimony of Mr. Rouland (PPL Electric Statement No. 1).

Does this conclude your Direct Testimony?

Yes, it does.
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OnTrack Enrollment/$

2015 % 49,104 $76.4M
2014 41,288 $72.0
2013 37,204 $55.2
2012 31,657 $47.1
2011 34,308 $53.1
2010 32,446 $46.6
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settlement agreement under which PPL agrees to hold
a collaborative on CAP Shopping

Provide certain information (e.g., CAP shoppers) to
stakeholders in advance

Address CAP shopping in PPL’s next default service
plan
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Averages for this 24-month period:
Percentage of Members Shopping: 50%
Number of Active Members (Monthly Average): 41,074
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PPL Electric Exhibit MSW-1

47,148
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PPL Electric Utilities
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Number of OnTrack Shoppers *== nai&

PPL Electric Utilities

Number of OnTrack Shoppers
24-Month View: September 2013 - October 2015
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Averages for this 24-month period:
Number of Members Shopping: 20,738

* The number of members shopping is derived by counting the number of OnTrack shopper bills rendered for the time period.

Percent Change:

From September 2013 to August 2014: 20% From September 2014 to August 2015: 23%
7



OnTrack Members Shopping (asa %] ppit

PPL Electric Utilities

How Many OnTrack Members Are Shopping (as a %)
24-Month View: September 2013 - October 2015
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Averages for this 24-month period:
Percentage of Members Shopping: 50%
Number of Active Members (Monthly Average): 41,074
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PPL Electric Utilities

OnTrack Shoppers: Number Of Bills Above & At Or Below Current PTC
24 Month View: September 2013 - October 2015
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Averages for this 24-month period:
Number of bills above PTC: 10,238
Number of bills below PTC: 10,501

* The number of members shopping is derived by counting the number of
OnTrack shopper bills rendered for the time period.
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PPL Electric Utilities

OnTrack Shoppers: Number Of Bills Above & At Or Below Current PTC
24 Month View: September 2013 - October 2015
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Averages for this 24-month period:
Number of bills above PTC: 10,238
Number of bills below PTC: 10,501

* The number of members shopping is derived by counting the number of OnTrack shopper bills rendered for the time period.
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Shopping Decisions & PTC Trend =" pai%

PPL Electric Utilities

OnTrack Shoppers: Percentage Of Bills Above & At Or Below Current PTC
24-Month View: September 2013 - October 2015
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Averages for this 24-month period:

Above the PTC: 50% Below the PTC: 50%
PTC: $0.09107

OnTrack Shopping: 50%

OnTrack Members: 41,074
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What Did Our Shoppers Pay? === g%

PPL Electric Utilities

OnTrack Shoppers Average Price Paid Per KWH: Customers Above PTC & Customers At Or Below PTC
24-Month View: September 2013 - October 2015

$0.18
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Averages for this 24-month period:

Shoppers Above PTC paid (on average) $0.12562
Shoppers Below PTC paid (on average) $0.08196
Average PTC for 24-month period was $0.09107
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Shopping Impact on CAP Credits? = 5%

PPL Electric Utilities

Notes on Methodology:

1. We looked at two snapshots for OnTrack active
members — October 2014 and October 2013.

2. Then we backed up one month, to September, and
built cases based on customers with an OnTrack start
date in September.

3. We “followed” these customers (cases) for twelve
months and looked for the indicators that says the
customer was removed early for exceeding the
maximum OnTrack credit amount.



Shorring Impract on CAP Credits? " ppi

PPL Electric Utilitie S

Notes on Case Studies:

1. Group A. Timeline Track: October ‘14 — September ‘15.
= Broke Group A into 3 sub-groups.

OTA1. All shoppers. N=1,604.

OTA2. Shoppers paying above the PTC. N=772.

OTA3. Shoppers paying below the PTC. N=832.

O ® >

2. Group B. Timeline Track: October ‘13 — September ‘14.
= Broke Group B into 3 sub-groups.

OTB1. All shoppers. N=1,564.

OTB2. Shoppers paying above the PTC. N=934.

OTB3. Shoppers paying below the PTC. N=630.

O ® >



Shopping Impact on CAP Credijts? ,pi%

PPL Electric Utilities

Results Summary Table:

2 3 4 5 6 7 8 9| 10
Case| Timeline Track HHs HHs EH NEH %| EH| NEH
Total| Removed| Removed| Removed| Removed| Split| Split

OTAl1l Oct14-Sep 15| 1,604 156 25 131 10%| 16% 84%
OTA2| Oct 14-Sep 15 772 86 10 76 11%| 12% 88%
OTA3| Oct 14-Sep 15 832 70 15 55 8%| 21%| 79%
OTB1| Oct13-Sep 14| 1,564 595 153 442 38%| 26%| 74%
OTB2| Oct13-Sep 14 934 390 104 286 42%| 27% 73%
OTB3| Oct13-Sep 14 630 205 49 156 33%| 24%| 76%

HHs = Households
EH = Electric Heat (as the primary heating source in the home)
NEH = Non-Electric Heat (something other than electric heat, as the primary heating
source in the home)

15
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PPL Electric Utilities

OnTrack Customers: 2-Year Trend for Being Removed for Non-Payment (NP) and Reaching Maximum Benefits
(September 2013 - October 2015)
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Removed for Non-Payment, as a % of All Active in Program Removed for Max. Benefits, as a % of All Active In Program

Linear (Removed for Non-Payment, as a % of All Active in Program) = = — - Linear (Removed for Max. Benefits, as a % of All Active In Program)

Averages for this 24-month period:

Removed for Non-Payment: 2.5%

Removed for Maximum Benefits: 2.1%
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PPL Electric Utilities

OnTrack Customers: 2-Year Trend for Being Removed for Non-Payment (NP) and Reaching Maximum Benefits
(September 2013 - October 2015)
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Linear (Removed for Non-Payment, as a % of All Active in Program) esssss | inear (Removed for Max. Benefits, as a % of All Active In Program)

Averages for this 24-month period:
Removed for Non-Payment: 2.5%
Removed for Maximum Benefits: 2.1%
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PPL Electric Utilities

OnTrack Customers: 4-Year Trend for Being Removed for Non-Payment (NP) and Reaching Maximum Benefits
(January 2012 - October 2015)
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Removed for Non-Payment, as a % of All Active in Program e Removed for Max. Benefits, as a % of All Active In Program

Linear (Removed for Non-Payment, as a % of All Active in Program) — — - - Linear (Removed for Max. Benefits, as a % of All Active In Program)

Averages for this (almost) 4-year period:
Removed for Non-Payment: 2.8%
Removed for Maximum Benefits: 2.0%
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PPL Electric Utilities

OnTrack Customers: 4-Year Trend for Being Removed for Non-Payment (NP) and Reaching Maximum Benefits
(January 2012 - October 2015)
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Linear (Removed for Non-Payment, as a % of All Active in Program) esssss Linear (Removed for Max. Benefits, as a % of All Active In Program)

Averages for this (almost) 4-year period:
Removed for Non-Payment: 2.8%
Removed for Maximum Benefits: 2.0%
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Can We Estimate The Impact? =" ppi%

PPL Electric Utilities

What is the estimated impact on the full (actual) bill of OnTrack members?
Time Period Used: January 2012 — October 2015 (46 months or 3.8 years)

1. Average number of customers each month where the price paid was
above the PTC =9,626.

2. For those customers above the PTC, average price paid = $0.11048.

3. Average usage per month for customers above PTC was 1,197 KWH.

4. The average PTC across this timeline was $0.08475. If | did not shop | would
have paid this.

5. Average monthly energy charge, if on PTC (actual bill) = $101 (1,197 x $0.08475)
6. Average monthly energy charge at the price above (actual) = $132 (1,197 x $0.11048)
7. Difference (each month) = $31

8. The (monthly) difference for all customers above the PTC = $298,406 (9,626 x $31)
9. The impact over 12 months = $3,580,872
10.The impact over 18 months = $5,371,308

20
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OnTrack Bill Sample I} -

PPL Electric Utilities

Shopping Information Added in 2014...

OnTrack Billing Details
Current Charges - Apr 28 - May 28

Your OnTrack Monthly Payment $25.50
Catch-up Amount $0.00
Total PPL Electric Utilities Charges $25.50
|Amount Due By Jun 19, 2014 $25.50|
Added in 2014 PPL Electric Utilities' price to compare for your rate is $0.09036 per kWh.
This changes the 1st of Mar, Jun, Sept, and Dec. Visit papowerswitch.com
> or www.oca.state.pa.us for supplier offers.

General Information

Added in 2014 — -
ectric Chg: 291 KWH @ $0.07890

> For questions regarding this price, please contact your
supplier at the number provided on the back of this bill.

e Actual Charges for 291 kWh $46.97

¢ OnTrack makes your bill more affordable. Compare the
difference between your actual bill and your OnTrack
bill. Actual Bill $46.97 Ontrack Bill $25.50

® You're right OnTrack with your payments. Thank you!

21
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Comments
Questions
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PPL Electric Contacts
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Tim Dahl —484.634.3297
trdahl@pplweb.com
until 12/31/15

Michael Wukitsch —484.634.3530
mswukitsch@ pplweb.com

Melinda Stumpf — 484.634.3297

mstumpf@pplweb.com
asof 1/1/16
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PPL Electric Exhibit MSW-2

PPL Electric Utilities
OnTrack (CAP) Program

Shopping Collaborative
Session #2

Friday January 15, 2016



Connection Between Percent Shopping & PTG =ewemrusn ppl

PPL Electric Utilities

Percent of OnTrack Members Shopping & PTC Over Time
24 Month View: September 2013 - October 2015
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Estimate the impact for customers above PTCr ez i

What is the estimated impact on the full (actual) bill of OnTrack members?

Time Period Used: January 2012 — October 2015 (46 months or 3.8 years)

1. Average number of customers each month where the price paid was
above the PTC =9,626.

2. For those customers above the PTC, average price paid = $0.11048.
3. Average usage per month for customers above PTC was 1,197 KWH.

4. The average PTC across this timeline was $0.08475. If | did not shop | would
have paid this.

5. Average monthly energy charge, if on PTC (actual bill) = $101 (1,197 x $0.08475)
6. Average monthly energy charge at the price above (actual) = $132 (1,197 x $0.11048)
7. Difference (each month) = $31

8. The (monthly) difference for all customers above the PTC = $298,406 (9,626 x $31)
9. The impact over 12 months = $3,580,872 ($298,406 x 12)
10.The impact over 18 months = $5,371,308 ($298,406 x 18)



Estimate the impact for customers at/below the-PFE - ppl

What is the estimated impact on the full (actual) bill of OnTrack members?

Time Period Used: January 2012 — October 2015 (46 months or 3.8 years)

1. Average number of customers each month where the price paid was at/below
the PTC = 7,750.

2. For those customers at/below the PTC, average price paid = $0.07772.
3. Average usage per month for customers at/below PTC was 1,294 KWH.

4. The average PTC across this timeline was $0.08475. If | did not shop | would
have paid this.

5. Average monthly energy charge, if on PTC (actual bill) = $110 (1,294 x $0.08475)

6. Average monthly energy charge at the price at/below (actual) = $101
(1,294 x $0.07772)

7. Difference (each month) = $9

8. The (monthly) difference for all customers at/below the PTC = $69,750 (7,750 x $9)
9. The impact over 12 months = $837,000 ($69,750 x 12)

10.The impact over 18 months = $1,255,500 (369,750 x 18)



E Sti m ate t h en Et i m p a Ct PPL Electric Exhibit MSW-2 .:.'-I.'.;:.:

Look at shopper non-savers versus savers, as compared to the PTC

Time Period Used: January 2012 — October 2015 (46 months or 3.8 years)

Those Paying Above PTC Those Paying At/Below PTC

7. Difference (each month) = $31 7. Difference (each month) = $9

8. The difference, above = $298,406 8. The difference, below = $69,750
9. Theimpact, 12 mos. = $3,580,872 9. Theimpact, 12 mos. = $837,000
10. The impact, 18 mos. = $5,371,308 10. The impact, 18 mos. = $1,255,500

1. Net (each month) = $22

2. Net effect, monthly = $228,656

3. The impact, over 12 months = 52,743,872
4. The impact, over 18 months = 54,115,808



Estimate the net impact (exclude polar versex:vs:- I
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Look at shopper non-savers versus savers, as compared to the PTC

Time Period Used: January 2012 — October 2015 (excluding Feb, Mar, Apr 2014)

Those Paying Above PTC Those Paying At/Below PTC

7. Difference (each month) = $26 7. Difference (each month) = $8

8. The difference, above = $248,300 8. The difference, below =S 61,624
9. The impact, 12 mos. = $2,979,600 9. Theimpact, 12 mos. = $739,488
10. The impact, 18 mos. = $4,469,400 10. The impact, 18 mos. = $1,109,232

1. Net (each month) = $18

2. Net effect, monthly =S 186,676

3. The impact, over 12 months = $2,240,112
4. The impact, over 18 months = $3,360,168

°L Electric Utilities



Connection Between Standard Offer Program-8cemwsna iz
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e How many OnTrack shoppers participated in the Standard
Offer Program? (SOP)

e We looked at customers who were connected with a
supplier via the SOP.

e The sample/snapshot used was August 2015. The sample
size was 6,159.

 The results showed 4% of the customers who connected
with a supplier via SOP ended up enrolled in OnTrack at
some point after August 2015.



OnTrack Customers Removed (prior to 2009 ) eewcenmuswz i

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

Lsg

PPL Electric Utilities

OnTrack Customers: 4-Year Trend for Being Removed for Non-Payment (NP) and Reaching Maximum Benefits
(January 2008-December 2011)
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Removed for Non-Payment: 3.3%
Removed for Maximum Benefits: 1.8%
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PPL Electric Utilities

We looked at new enrollees during the month of June 2014 and tracked
their duration in the program. The OnTrack “end date” signifies the end
of the program.

The end date could be driven by multiple reasons, such as: non-
payment (defaulted), exceeding benefits, moving outside of the service
territory, moving within the service territory and not responding to the
application, graduating, or requesting to be removed from the program.

Results

Average: 362 days
Median: 385 days
Minimum: 20 days

= e

Maximum: 583 days



Average KWH Usage For OnTrack Shoppers  reewzmsn: ppl
At/Below The PTC... ot

e The average monthly KWH usage for OnTrack shoppers
at/below the PTC for the 24-month period of September
2013 through October 2015 was 1,315 KWH.

OnTrack Shoppers: KWH Usage For Shoppers At/Below The PTC
24 Month View: September 2013 - October 2015
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H OW M a ny S u p p I ie rs ? PPL Electric Exhibit MSW-2 pﬁli"'
Across Residential & OnTrack Shoppers o oo

 There are currently 108 suppliers across the PPL
residential shopping population. *

 There are currently 68 suppliers across the PPL
residential OnTrack shopping population. **

* November 2015 list review
** October 2015 list review
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PPL Electric Utilities

Policy Discussion: Input, Ideas, Suggestions

Closing Comments




PPL Electric Contacts
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Melinda Stumpf — 484.634.3297
mstumpf@pplweb.com

Michael Wukitsch —484.634.3530
mswukitsch@pplweb.com
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Number of OnTrack Shoppers == yaf%

PPL Electric Utilities

OnTrack Shoppers: Number Of Bills Above & At Or Below Current PTC
24 Month View: September 2013 - October 2015
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Averages for this 24-month period:
Number of bills above PTC: 10,238
Number of bills below PTC: 10,501

* The number of members shopping is derived by counting the number of OnTrack shopper bills rendered for the time period.
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