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Pepco District of Columbia Base Rate Case

O Overall Increase Proposed Granted

U Requestin Dollar: $50.5 Million $28.2
Million

U Request as % of Distribution rates 22.4% 12.5%

O Distribution Rate Increases by Class Proposed Granted
U Large Commercial (GT-LV) 21.9% 12.3%
U Large Commercial (GT-HV) 9.5% 12.3%
U  Metro - Rapid Transit (Rate RT) 13.0% 12.3%
0 Small Commercial (GS) 13.4% 12.5%
U Residential (Il ncluding MMA&HS0) 13.3%

O Pepco Also Requested Approval of:

U A Bill Stabilization Adjustment (Rider BSA):
Approved in concept, Phase Il Ordered

U A Surcharge for Recovery of Costs for Pensions and other Post-
Retirement Benefits (Rider POPEB): Denied

O New Rates Effective February 20, 2008.

AOBA Utility Committee

; Not to be reproduced or redistributed without the written consent of
Ap”l 16’ 2008 AOBA and Revilo Hill Associates, Inc.



WGL District of Columbia Base Rate Case

O Overall Rate Increase Proposed Granted
i Requestin Dollar: $20.0 Million $1.4 Million
U Request as % of Distribution Rates 16.2% 1.1%
O Distribution Rate Increases by Class Proposed Approved

U Commercial and Industrial
V Heating and/or Cooling

A Less than 3,075 therms 14.8% 4.1%
A 3,075 therms or more 13.6% 0.6%
V Non-heating and Non-cooling 13.7% 0.6%

U Group Metered Apartments
V Heating and/or Cooling

A Less than 3,075 therms 14.1% 1.4%

A 3,000 therms or more 13.8% 0.6%

V  Non-heating and Non-cooling 13.9% 0.6%

U Interruptible 0.3% 0.0%
Total All Classes 16.2% 1.1%

O WGL Also Requested
Performance Based Ratemaking I ncentbenieds wi th AShar
Revenue Normalization Adjustment

Recovery of Hexane Injection Costs through Balancing Charges for Transportation Service
Customers

V Funds for Outsourcing Customer Service and A&G Activities

<<<

O New rates effective for meter readings on and after December 31, 2007.
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Status of Utility Rate Increase Requests

Pepco Maryland:
U PSC grants $10.8 million out of initial $55 million rate increase request (i.e., less than 20% of initial asking)
0  Most Commercial customers get less than average increase

0 A Phase Il has been docketed to address unresolved issues including depreciation rates, service company
charges, and PBR

WGL Maryland:
0 PSC approves $20.5 million increase out of $33.8 million initial request.
0 Medium and Large Commercial customers get NO increase, Small Commercial get a small increase

0 Phase Il docketed to address Depreciation Rates, Performance-Based Ratemaking, and Accenture
Contract issues

WGL Virginia:
U Settlement Approved granting WGL only $4 million of initial requested $23 million rate increase request
0 SCC decision approves 4-year rate freeze and PBR for WGL
0 Refunds to be provided for the period from February i September 2007

Pepco DC:
0 Case Decided by PSC through Order Rendered 1/30/08
Company receives approval of $28.3 million rate increase out of initial $50 million rate increase request
Commercial customers receive less than average rate increase
Decision of Bill Stabilization Adjustment deferred to a Phase Il proceeding

o

WGL DC:

U Case Settled i Company gets $1.4 million of initial $20 million rate increase request
Commercial customers get less than average increase

Company agrees to 3-year stay-out

AOBA gets WGL to agree to end value-of-service pricing for interruptible customers i new fixed rates
implemented

[nti et et et
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New Legislation Initiatives

District of Columbia
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DC CITY COUNCIL BILL 17-492
THE CLEAN AND AFFORDABLE ENERGY ACT OF 2007

OCreates Sustainable Energy L

O Eliminates
URel 1 abl e Energy Trust und (0
UNatural Gas Trust Fund (ANGTEFC

O Creates
USustainable Energy Trust Fund (n
UEnergy Assistance Trust Fund (AE

O Increases Renewable Portfolio Standards for Energy
Providers

O Requires Energy Benchmarking for ALL Commercial
Building with greater than 10,000 Sqg Ft
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Sustailnabl e Energ

O SEU created by legislation to reduce overall electricity and
natural gas use in the District

O SEU funded at not less than $15 million per year

O SEU will be a private contractor selected to develop,
coordinate, and provide programs for energy end-users in DC
for purpose of promoting sustainable use of energy in the
District

O SEU contractor will operate under a 5-7 year contract

O SEU provided up to $100 million of bonding authority to
support investment in energy efficiency and renewable energy
projects (Costs of bonds to be paid by electric and gas utility
customers through rates)
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New Trust Funds Double Costs
for DC Consumers

O Current Funding through rates

U RETF - $0.00111/kWh, $10.8 million per year
U NGTF - $0.001/Therm, $1.6 million per year
U Total = $12.4 million per year

O New Trust Funds
U Sustainable Energy Trust Fund (ASETF
A Electric: $.002 per kWh, $22.5 million per year
A Gas: $.005 per therm, $1.5 million per year

U Energy Assistance (AEATFO)
A Electric: $.0005 per kWh, $5.6 million per year
A Gas: $.001 per therm, $0.3 million per year

0 Total = $29.9 million per year

O Utility customers will also bear costs of bonds that could add
another $10 million per year to their utility charges
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Renewable Portfolio Standards

O  Standards require minimum percentages of solar energy and other renewables in the
supply portfolios of electric service providers

O DC Standards Increased: (Required Percentages)

Renewables Solar
Year Current Proposed Current Proposed
2011 3.5% 4.0% 0.038% 0.040%
2012 4.0% 5.0% 0.066% 0.070%
2013 4.5% 6.5% 0.083% 0.100%
2014 5.0% 8.0% 0.104% 0.130%
2015 5.5% 9.5% 0.122% 0.170%
2016 6.0% 11.5% 0.157% 0.210%
2017 6.5% 13.5% 0.192% 0.250%
2018 7.0% 15.5% 0.233% 0.300%
2019 7.5% 17.5% 0.281% 0.350%
2020 8.5% 20.0% 0.329% 0.400%
2021 9.5% 20.0% 0.386% 0.400%
2022 11.0% 20.0% 0.386% 0.400%

O Proposed DC REPS Standards Increase Renewable requirements from 11% by 2022
to 20% by 2020
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Proposed DC Commercial Building
Energy Benchmarking Requirements

O All privately-owned buildings shall be benchmarked annually using
ENERGY STAR Portfolio Manager benchmarking tool as designated by
following schedule; provided, that

(a) building has 10,000 square feet of gross floor area and is
(b) of a building type for which ENERGY STAR tools are available.

O Benchmark and ENERGY STAR statements of energy performance for
each building shall be made available to general public within 60 days
after they are generated.

O Benchmarking requirements phased in starting with largest buildings

(1) Over 200,000 square feet Beginning in 2010 and thereatfter;
(2) Over 150,000 square feet Beginning in 2011 and thereatfter;
(3) Over 100,000 square feet Beginning in 2012 and thereatfter;
(4) Over 50,000 square feet Beginning in 2013 and thereafter;
(5) Over 10,000 square feet Beginning in 2014 and thereatfter.
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New Legislation Initiatives

Maryland
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Maryl and nStratec
General Findings and Recommendations

O Maryland cannot solve problems of growing electric supply
requirements and rapidly rising electric rates overnight

O Maryland needs to invest in new generation while requiring
Increased reliance on solar and other renewable energy sources

O Maryland should create a Strategic Energy Investment Fund to
finance energy efficiency, promote renewable energy, and stimulate
Maryl andods c | e a(rundingshoudybe denveddrent r vy
sale of carbon emission allowances)

O Utilities should be required to reduce energy consumption and peak
demands by implementing energy efficiency programs

O Maryland needs to do a better job of planning
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Maryl and nStratec
Selected Specific Recommendations

O Reduce Electricity Consumption:

U Enact legislation requiring utilities to implement performance-
based programs to reduce electricity consumption and peak
demand

U Require utilities to establish a transparent competitive process to
hire program implementation contractors

U Require disclosure of energy consumption data at time of sale
U Devote additional resources to better building code enforcement

U Decouple Utility Profits from Sales Volume
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Maryl and nStratec
Selected Specific Recommendations

N

Ol ncrease Maryl andos |

U Encourage long-term contracts for New Generation
U Strengthen renewable portfolio requirements

U Evaluate creation of a Maryland Power Authority to
construct or purchase generating capacity

U Promote Regional Transmission and Electricity
Planning

U Establish a Maryland Energy Information Service
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Maryland Legislative Summary

O Major Pieces of Energy Legislation

U Constellation Settlement Legislation
V Provides rate relief to BGE Residential Customers

V Removes barriers to Constellationds invest
Calvert Cliffs.

U EmPOWER Maryland Energy Efficiency Act of 2008
V Requires electric companies to provide customers with energy conservation and

energy efficiency programs targeted to achieve a 15% reduction in electricity demand
by 2015.

U Regional Greenhouse Gas Initiative

VCreates AMaryl and Strategic Energy I nvestn
auctioning carbon dioxide emissions allowances

V 40% of funds dedicated to provide rate relief to Maryland Residential Customers
rather than investment in efforts to limit Greenhouse Gases

U Renewable Portfolio Standard Percentage Requirements
V Accelerates implementation of renewable generation requirements

V Penalties for not meeting specified renewable portfolio standards will rise to as much
as 4.0 cents per kWh by 2011
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Maryland Legislative Summary

O Maryland Strategic Energy Investment Fund
Allocations:

U Low-income assistance through EUSP and related
programs 17.0%:

U Residential rate relief 23.0%:

U Energy efficiency, conservation, and demand
response at least 46.0%;

U Renewable and clean energy, climate change, and
energy-related public education and outreach up to
10.5%;

U MEA administration up 3.5%, but not more than $4.0
million
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Other Electricity Cost Drivers
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Other Factors Contributing to the
Continued Rise In Electricity Costs

O Introduction of Locational Capacity Charges
(RPM Charges) for Generation

O Flow Through of Costs for Construction of New
Transmission Lines

O Planned Upgrades of Existing Distribution
Facilities and Deployment of Advanced Metering
Technology

O Costs for Energy Efficiency Programs,
Renewable Energy and Assistance to Low
Income Customers

AOBA Ut|||ty Committee
April 16, 2008 otto be repr /ijOBAd ongI IbHIIdAW S0 er;, |¥1vc. en consentof 18



April 16, 2008

Locational Capacity
Requirements
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Northeastern U.S. Electric Reliability Areas

ONTARIO :
g S g

Western
MAAC

Southwestern MAAC
(Pepco i BGE Area)
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Locational Capacity (RPM) Charges

O AsJune 1, 2007 PIM requires that all Load Serving Entities (LSES) must meet their
installed capacity from resources available within the portion of PJM in which their
customers facilities are located.

O This represents a major change in regulatory policy since prior to June 1, 2007
suppliers could obtain capacity resources to serve their customers from anywhere
within PJM.

O There are significant barriers to building new electric generation facilities within the
Washington 1 Baltimore area, and electricity suppliers in this area have long relied on
imports of power from more western parts of PJM to meet local demands for
generation services.

O For now, PJM has been divided into threefil oad del i verability a
U Southwestern MAAC* (Essentially the Pepco and BGE Service Territories)
U Eastern MAAC (New Jersey, Delaware, and Eastern Pennsylvania)
u All Other Areas within PIJM

O Ultimately, PJM plans to employ 23 LDAs. When PJM expands to 23 LDAs, the
Pepco service territory will constitute one of those 23 LDAs, and all customers in the
Pepco LDA will be required to be served from generating capacity in the Pepco area.

O Within Southwestern MAAC there are presently only two major suppliers of
Generation Capacity. They are Constellation Energy and Mirant.

* MAAC stands for Mid-Atlantic Area Council [for Electric Reliability]
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Locational Capacity Charges

Demand for generating capacity within the Pepco T BGE area
(Southwestern MAAC) exceeds supply due to:

U  Limited generation resources within Southwestern MAAC

i  Growing electric demand

U  Limited Transmission line capacity

U Difficulties associated with siting and permitting new generators

As a result, RPM prices for the Pepco T BGE area have risen dramatically.

Prior to the implementation of location capacity requirements, the cost of
generating capacity to suppliers in the Washington i Baltimore market was
In the range of $30 - $50 per MW day or (about $0.0030 - $0.0045 per
kwh).

For the current PIJM Planning Year (i.e., June 1, 2007 17 May 31, 2008), the
cost of generating capacity for most customers located in the Pepco i
BGE area has nearly tripled.

For the PJM 2009-2010 Planning Year the cost of generating capacity for
customers in the Washington 1 Baltimore area will rise to nearly five times
the pre-locational capacity (RPM) level.
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Locational Capacity Charges

O PJM runs capacity i a u c t in an atempt to determine
a market price for generating capacity in each of the
designated PJM areas for locational capacity.

O But, openly admits that the Southwestern MAAC area
represents a less than fully competitive capacity market.

O Where markets are not fully competitive, PIJM attempts
ton mi t ithe affecsoof a lack of competition through
Nadmini stratitwwmerasdtpafisst ment s
purported Nnauctiono process

O Starting with its 2010-11 planning year PJM will use 23
LDAs with Pepco as a stand-alone area.
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Reliability Pricing Model (RPM)
Locational Generation Capacity Costs
For Pepco & BGE Service Territories

Clearing Price

2007-08 2008-09 2009-10 2010-11
(Dollars per Megawatt Day)

$188.54 $210.11 $237.33 $174.29

Capacity Transfer Credit $ 48.38 $ 29.53 $ 1921 $ 0.00*

Net Load Price

$140.16 $180.58 $218.12 $174.29

(Cents per Kilowatt-Hour)

Clearing Price 1.571 1.751 1.978 1.453
Capacity Transfer Credit 0.403 0.246 0.160 0.000*
Net Load Price 1.168 1.505 1.818 1.453

April 16, 2008
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PJM RPM Charges for Locational Capacity for Southwestern MAAC
(Pepco - BGE Area)
Net Load Prices in Cents Per Kilowatt-Hour

Cents per kWh

2006-07 2007-08 2008-09 2009-10
PJM Planning Year

ONet Load Price B Resource Clearing Price
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Impact of Congestion on Mary

=
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Prices — by Utility
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LmP

Average 2006 PJM Zonal LMPs

$80.00

Zone

B Off-Peak B On-Peak
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Electric Transmission Rate
InCreases

Driven by Funding of New Power
Lines During Construction
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Reasons for Electric Transmission
Rate Increases

O Most U.S. Electric Transmission facilities are aging and not designed to handle power
flows for competitive wholesale electric markets

O Most electric utilities are now planning and undertaking large transmission
investments for upgrade and expansion of their existing facilities

O FERC is allowing firms that build new transmission facilities to recover costs for those
facilities as costs are incurred and before construction is completed

O Several New Transmission lines are planned or under construction

U TRAILCo i Trans-Allegheny Interstate Line Company (SW Pa to NW Va)
A Affiliate of Allegheny Energy Inc.
A Estimated Cost $850 Million
A Projected Completion 2011

U PATHT Potomac-Appalachian Transmission Highline, LLC (WVa to MD to SE Pa)
A Joint Venture of American Electric Power (ARAEPO)
Estimated Cost $1.8 Billion
Projected Completion 2012
Current PATH cost for Pepco customers -- $0.000029 per kWh
Estimate rate impact after completion of line -- $0.0007 per kWh

Too T Too To

U Pepco Holdings Transmission Line i designed primarily to alleviate congestion for customers
on Delmarva peninsula
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Pepco Holdings Planned Transmission Line

Project is designed
primarily to provide
iImproved service
reliability to Delmarva
FXVWRPHUV «

But consumers in DC
area are expected to
bear substantial
portions of the costs
for the project.
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