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Commission Secretary

Public Service Commission

of the District of Columbia

1325 G Street N.W., Suite 800

Washington, DC 20005

Re: CAM-2017-01

Dear Ms. Westbrook-Sedgwick:

Pursuant to Rules 3904.1 and 3904.3 of the Public Service Commission of the District of

Columbia's Rules, 15 D.C.M.R. § 3904.1 and 3904.3, enclosed please find an original and

thirteen (13) copies of the Public Version of the clean and redlined versions of Potomac

Electric Power Company's ("Pepco") Cost Allocation Manual ("CAM") 2017. The revisions

made in this filing are to the CAM, the Pepco Holdings ("PHI") Service Agreement, the

listing of Exelon directors and officers, and the Exelon corporate organization chart.1 Please

note that the updated Exelon corporation corporate organization chart is being provided as

Confidential Exhibit 4 to the CAM and is being submitted under separate cover.

The revisions provided in the attached documents are as a result of the conversion of the

PHI accounting system to the Exelon accounting system, and these changes will take place in

January 2018. The revised CAM includes process changes to the PHI cost accounting

process as a result of system conversion. As part of this conversion, the Service Agreement

is being amended to include changes to the practice area classification designations and a

change in some of the allocation factors used by PHI Service Company ("PHISCO") to

allocate certain costs. The changes in the practice area designations are generally as a result

of certain PHISCO corporate shared service being transferred to Exelon Business Services

Company ("EBSC"), removing certain classifications from the PHISCO Service Agreement

and including them in the General Services Agreement between Exelon and Pepco. Certain

other designation changes are to reclassify services into practice areas that align with EBSC

1 The changes to the corporate organizational chart and the listing of Exelon directors and officers is a
routine update provided in the annual CAM update and not related to the systems conversion.
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practice areas. In addition, historically, PHISCO charges for support services have been

allocated to the PHI affiliates, including Pepco, based on several different allocation

methodologies, including the Two-Factor Ratio ("TFR"). Beginning in January 2018, with

the exception of certain support services, such as mail and reprographics, most remaining

indirect charges for these support services will be allocated using the TFR methodology,

which allows a more efficient allocation process and provides for a consistent allocation

methodology for these types of broad support services.

For convenience, Pepco is providing red-lined versions of the PHI CAM and PHI Service

Agreement to show the specific revisions being made.

Please feel free to contact me if you have any questions regarding this matter.

Sincerely,

Dennis P. Jamouneau

Enclosures

cc: All Parties of Record
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PHI COST ALLOCATION MANUAL 

PURPOSE 

Pepco Holdings LLC's (PHI or Company) business is subject to affiliate regulation 
in the jurisdictions in which PHI affiliates provide utility service. In addition, PHI is 
subject to regulatory oversight at the federal level. These regulations provide pricing rules 
to protect against cross-subsidization between utility and non-utility affiliates. In several 
of the jurisdictions where PHI utility companies provide service, the Public Service 
Commissions, as part of their affiliate regulations, require public utilities to file a Cost 
Allocation Manual (CAM) to document the process by which costs of providing services 
that are shared between the utility and its affiliates are allocated and assigned. 

The purpose of the PHI CAM is to comply with these affiliate regulations and to 
provide documentation of the cost accounting principles and processes used to allocate and 
assign costs between the PHI utility companies and their affiliates. 

SECTION 1- ORGANIZATION AND REGULATORY OVERSIGHT 

CORPORA TE ORGANIZATIONAL STRUCTURE 

On March 23, 2016, PHI completed its merger with Exelon Corporation (Exelon). 
Effective March 24, 2016, certain corporate services previously provided by PHI Service 
Company are now being provided by Exelon Business Services Company (EBSC), a shared 
service company which is also a subsidiary of Exelon. 

PHI and Exelon are public utility holding companies under the Public Utility 
Holding Company Act of 2005 (PUHCA 2005), subject to the regulatory oversight of the 
Federal Energy Regulatory Commission (FERC). Under PUHCA 2005, FERC has 
authority to review the allocation of costs for non-power goods or administrative or 
management services, such as those provided by PHI Service Company and EBSC. 

PHI, through its regulated utility subsidiaries, is engaged primarily in the 
transmission, distribution and default supply of electricity and, to a lesser extent, the 
distribution and supply of natural gas. 

The following is a brief description of the business of each of PHI' s subsidiaries: 
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Potomac Electric Power Company (Pepco) 

Pepco is engaged in the transmission, distribution, and default supply of electricity 
in the District of Columbia, as well as major portions of Prince George's County and 
Montgomery County in Maryland. 

Delmarva Power & Light Company CDPL) 

DPL is engaged in the transmission, distribution, and default supply of electricity 
in Delaware and portions of Maryland. In northern Delaware, DPL also supplies and 
distributes natural gas to retail customers and provides transportation-only services to retail 
customers that purchase natural gas from another supplier. 

Atlantic City Electric Company and its subsidiary (ACE) 

ACE is engaged in the transmission, distribution, and default supply of electricity 
in southern New Jersey. 

In addition to its regulated utility subsidiaries, PHI has non-utility, or non
regulated, subsidiaries. The following is a brief description of the business of each of PHI's 
principal non-regulated subsidiaries: 

PHI Service Company 

PHI Service Company is a centralized service company of PHI. PHI Service 
Company provides a variety of services, including legal, accounting, purchasing, 
engineering, distribution and transmission planning, asset management, system operations 
power procurement and energy planning to the three regulated public utility subsidiaries of 
PHI. These services are provided pursuant to service agreements among PHI and its 
affiliates described in additional detail in Exhibit 1. 

The following chart shows, in simplified form, the corporate structure of PHI and 
its subsidiaries: 

Pepco Holdings LLC 

I 
I I I I 

Potomac Electric 
Delmarva Power Atlantic City PHI Service 

Power Company 
(PEPCO) 

& Light Co. (DPL) Electric Co. (ACE) Company 

I 
Atl. City Elec. 
Transitional 

Funding LLC (ACE 
Funding) 
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The following is a brief description of the business of other Exelon subsidiaries which may 
provide services to PHI: 

Exelon Business Services Company CEBSC) 

EBSC is a centralized service company of Exelon. EBSC provides a variety of 
support services, including finance, human resources, information technology, and legal 
services to all Exelon subsidiaries. These services are provided pursuant to a General 
Service Agreement between EBSC and various Exelon entities, which includes PHI, 
described in additional detail in Exhibit 2 and 3. 

Exelon Generation Company. LLC CEXGEN) 

EXGEN consists of owned and contracted electric generating facilities and 
investments in generation ventures that are marketed through leading customer-facing 
activities. These customer-facing activities include wholesale energy, marketing 
operations, and the competitive retail customer supply of electric and natural gas products 
and services, including renewable energy, products, risk management services, and 
natural gas exploration and production activities. 

Pepco Energy Services, Inc. and its subsidiaries, which became subsidiaries of 
EXGEN as a result of the merger between PHI and Exelon, provide energy savings 
performance contracting services, underground transmission and distribution construction 
and maintenance services, and steam and chilled water under long term contracts. 

Commonwealth Edison (ComEd) 

ComEd's energy delivery business consists of the purchase and regulated retail 
sale of electricity and the provision of transmission and distribution services to retail 
customers in northern Illinois, including the City of Chicago. 

PECO Energy Company (PECO) 

PECO's energy delivery business consists of the purchase and regulated retail sale 
of electricity and the provision of transmission and distribution services to retail 
customers in southeastern Pennsylvania, including the City of Philadelphia, as well as the 
purchase and regulated retail sale of natural gas and the provision of natural gas 
distribution services to retail customers in the Pennsylvania counties surrounding the City 
of Philadelphia. 

Baltimore Gas and Electric Company (BGE) 

BGE's energy delivery business consists of the purchase and regulated retail sale of 
electricity and the provision of transmission and distribution services to retail customers 
in central Maryland, including the City of Baltimore, as well as the purchase and 
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regulated retail sale of natural gas and the provision of natural gas distribution services to 
retail customers in central Maryland, including the City of Baltimore. 

Reference Exhibit 4 (confidential) for a chart which shows the corporate structure 
of Exelon and its subsidiaries. 

Reference Exhibit 5 for a list of corporate entities, officers, locations and business 
purpose of each entity. 

REGULATORY OVERSIGHT 

The operations of PHI's utility subsidiaries, including the rates they are permitted 
to charge customers for the distribution and transmission of electricity and, in the case of 
DPL, the distribution and transportation of natural gas, are subject to regulation by 
governmental agencies in the jurisdictions in which the subsidiaries provide utility service 
as follows: 

* Pepco's electricity distribution operations are regulated in Maryland by the 
Maryland Public Service Commission (MPSC) and in the District of Columbia by 
the District of Columbia Public Service Commission (DCPSC). 

* DPL's electricity distribution operations are regulated in Maryland by the MPSC 
and in Delaware by the Delaware Public Service Commission (DPSC). 

* DPL's natural gas distribution and intrastate transportation operations m 
Delaware are regulated by the DPSC. 

* ACE's electricity distribution operations are regulated by the New Jersey Board 
of Public Utilities (NJBPU). 

* Each utility subsidiary's transmission is regulated by the FERC. 

* DPL's wholesale transactions of natural gas are regulated by the FERC. 

Reference Exhibit 6 for the cost and pricing rules governing affiliate transactions 
for each regulatory jurisdiction in which the PHI utilities provide service. 
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SECTION 2 - COST ACCOUNTING PRINCIPLES 

COST ACCOUNTING PRINCIPLE 

The underlying principle of both PHI and Exelon's costing approach is the use of a 
fully distributed cost alignment methodology (full costing). The full costing philosophy is 
based on the premise that both direct and indirect costs are identified and charged for goods 
and services. The costs of goods and services include direct costs such as labor and 
materials, and indirect costs such as benefits and other related expenses. Full costing aids 
in ensuring indirect costs follow the same accounting path as direct costs when billed to 
affiliates. 

THREE-TIERED APPROACH FOR COST ASSIGNMENT 

The principle for assigning both direct and indirect costs to an affiliate is based on 
a three- tiered approach as described and prioritized below: 

(1) Direct Assignment - Costs which benefit a specific affiliate will be directly 
assigned to their accounting records whenever practical. Since one affiliate is identifiable 
as benefiting from these costs, no inter-affiliated cost movements are required. This 
assignment represents the majority of costs which are recorded on a PHI affiliate's books 
and records. For example, DPL overhead linemen and associated materials and contractors 
are directly assigned to the books and records of DPL. DPL is the affiliate specifically 
benefiting from this lineman's services. Therefore, their expenses can be assigned as salary 
and material costs directly on the accounting records of this affiliate. 

(2) Direct Charging - Labor services and common support services (such as 
information technology (IT), payroll and facilities are directly charged to affiliates, 
whenever practical, using a fully costed rate. Direct Charging enables costs which have 
been directly assigned to be distributed between affiliates based on the fully costed rate 
multiplied by the number of units (hours, users, etc.) assigned to the affiliate. 

(3) Allocation - Costs which cannot be directly assigned or directly charged are 
allocated using one of the allocation ratios included in PHI's or EBSC's service 
agreements. 
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SECTION 3 - PHI COST ACCOUNTING PROCESS 

DIRECT CHARGING OF COSTS 

Direct charging of costs to an affiliate can occur through several types of 
procedures. With regard to labor costs, the direct charging of costs is predominantly 
accomplished through the use of the time recording system which records individual hours. 
Whenever any employee performs activities on behalf of another affiliate, the amount of 
time and work effort required must be charged to a project that is flagged for intercompany 
billing. 

In direct charging material and other non-labor costs received from third parties to 
a business segment, the invoice associated with those items should be coded for payment 
with a project that is flagged for intercompany billing if an affiliate gave rise to the 
necessity to procure those items. If more than one entity is responsible for the procurement 
of the items, the invoice balance should be allocated among project numbers which will 
facilitate intercompany billing of the appropriate affiliates. With regard to direct charging 
material and other non-labor costs provided through internal Company resources to an 
affiliate, the related costs should be accurately identified and processed against a project 
that is flagged for intercompany billing. 

Key elements of the process of direct charging of costs are timely communication 
and consistent processes. For processes around PHISCO direct charging see the PHI 
Service Agreement in Exhibit 1. For direct charging related to other affiliates, the area 
making the charge should inform the business segment receiving the charge of the service 
being provided and the relative magnitude of the charge forthcoming. The area making 
charges to one of the aforementioned entities should provide sufficient documentation of 
charges (e.g. vouchers, invoices, etc.) if requested. 

ALLOCATION OF COSTS 

For certain business act1v1t1es, it may be impractical to direct charge labor, 
materials, or other costs because of the associated administrative burden of implementing 
such an approach. In those situations, the costs related to a business activity may also be 
accumulated and allocated on the basis of a cost-causation related allocation formula. In 
choosing a measure for use as an allocation factor, it should be representative of the relative 
degree of utilization of the business activity by the respective businesses. The measure 
should vary in proportion to the level of services provided to the respective businesses. 
Examples could be employee headcount, vehicle costs, customer counts and purchasing 
spend on materials or services. The ultimate objective is to achieve a proper sharing of 
costs whereby costs assigned are commensurate with associated benefits. 
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OVERHEAD 

There are two primary components that make up the burden rate that is applied 
when a PHI affiliate charges labor to another affiliate, department overhead and payroll 
overhead. 

Department overhead charges consist of costs associated with the general 
administration of a department, which are not directly assignable to the department's 
business activities or projects. They would usually consist of a departments' administrative 
costs including limited aspects of supervision, management, and clerical support. They 
would also include common asset costs such as vehicle and occupancy costs. Department 
overhead charges should be identified, captured, and distributed to the various business 
activities or projects performed by a department for the regulated utility and affiliated 
unregulated businesses. Ideally, department overhead should represent a relatively minor 
element of a department's costs, assuming appropriate direct charging and indirect 
attribution of costs occurs. Department overhead should be distributed to a department's 
business activities or projects as a function of its direct labor cost charged to those business 
activities or projects. 

Payroll overhead consists of fringe benefits, incentives and paid time off. Fringe 
benefits include components for medical, disability, dental, life insurance coverage, 
pension plan, employee savings plan participation, payroll taxes, and other compensation. 
Incentives include primarily the cost of the annual incentive plan. Paid time off includes 
primarily the cost of employee vacation and holiday time. Fringe benefits, incentives and 
paid time off are considered additions to the cost of company labor, which must be applied 
so that the full cost of labor is properly attributed to business activities, projects, and lines 
of business. The rates for fringe benefits, incentives and paid time off are based upon the 
budgets for these costs in relation to budgeted company labor costs and if necessary, are 
adjusted periodically through the year to reflect actual fringe benefits, incentives paid time 
off and labor incurred. 

PHI SEVICE COMPANY COSTS 

PHI Service Company provides non-power goods and services at cost to PHI 
affiliates under a formalized service agreement. The service agreement provides a list of 
services that are provided by PHI Service Company and the methods of allocation used to 
charge affiliates for the cost of services that are not directly charged. 

The PHI cost accounting principles and processes previously described in this CAM are 
applied to the accumulation and distribution of PHI Service Company costs. Further 
information regarding the process to accumulate and distribute PHI Service Company costs 
is provided in the service agreement included in Exhibit 1. 
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EXELON BUSINESS SERVICES COMPANY, LLC COSTS 

Services provided by EBSC are governed by the General Services Agreement, 
which is included herein as Exhibit 2. EBSC direct charges its costs wherever practical 
when a direct relationship can be attributed between the service provided and the party 
receiving the service. When the service provided benefits more than one customer, the 
costs are charged out using a cost causative allocation method related to the service. EBSC 
costs for corporate governance services are allocated based on a mathematical formula that 
provides equal weight to each affiliates' revenues, total assets, and direct labor (the MMF 
formula). As the Exelon and Pepco holding companies receive services from EBSC, they 
are also included in the MMF calculation and as such also absorb a share of EBSC costs 
distributed using the MMF. For services provided by Exelon Utilities (EU) within EBSC 
that are neither direct charged nor charged using a cost causative methodology based on 
the service, BGE, PECO Energy Company (PECO), Commonwealth Edison Company 
(ComEd), Potomac Electric Power Company (Pepco), Atlantic City Electric (ACE), 
Delmarva Power & Light Company (Delmarva), and PHI Service Company (PHISCO) are 
allocated costs based on a variation of the MMF that is an average of each entity's revenues, 
total assets and direct labor to the totals of all entities. 
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SECTION 4- OTHER CROSS COMPANY CHARGES BETWEEN AFFILIATES 

There are limited cross-company charges where costs must be direct charged, 
allocated, or assigned by a legal entity other than the PHI Service Company or EBSC. For 
these limited instances, costs will be direct charged out of the provider affiliate into the 
receiving affiliate, directly assigned into the receiving affiliate, or allocated based on the 
affiliates usage, and an intercompany receivable and payable will be generated on each 
affiliate's books. Examples of these types of transactions include: labor related services, 
occupancy costs, issuance of materials from store rooms, use of vehicles, and payment of 
mv01ces. 

1. Labor Related Services 

On a limited basis, an employee of an affiliate may perform services on behalf of 
another affiliate. The amount of time worked for the affiliate is direct charged to the 
receiving affiliate. Labor costs are captured separately through the time recording system. 
Fringe benefits, corporate overheads, and department overheads are added to labor costs 
directly charged to an affiliate. 

2. Materials 

Pepco, DPL, and ACE, on a limited basis, may provide and charge materials to 
other affiliates. Direct charges for materials issued from inventory, used on behalf of an 
affiliate, are charged to the affiliate based on a weighted average cost of the inventory unit. 
In addition to charging material costs, a stores stock overhead is also applied and charged 
to the affiliate. The overhead represents the cost of labor, contractors and other costs 
associated with the procurement of the materials. 

3. Vehicles 

Vehicles in the Pepco, DPL, and ACE fleet departments may be used by another 
affiliate. Direct charges for vehicle usage are charged to the affiliate based on the vehicle 
rate for the particular class of vehicle used. The rate includes the estimated cost of 
depreciation and vehicles leases, fuel, fees and licenses, contractor costs, associated labor 
and other costs of the Vehicle department. 

4. Occupancy Costs 

Occupancy costs are allocated from building owner or lessee to each affiliate based 
on the proportion of occupied space utilized by the affiliate. Occupancy costs may include 
operations and maintenance expenses, depreciation, lease expense, general building 
support, property taxes, security, and utilities. 
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5. Payment of Invoices 

Invoices for the procurement of goods and services for more than one PHI affiliate 
are normally paid through PHI Service Company as a convenience payment. In the event 
that an affiliate pays an invoice that includes items for the procurement of goods and 
services for other affiliates, the cost is directly assigned and charged to the appropriate 
department in the other affiliate. An intercompany posting is generated to recognize a 
receivable on the general ledger of the affiliate paying the invoice, and a corresponding 
payable on the general ledger of the affiliate for which payment was made. 

6. Mutual Assistance 

PHI utilities may be provided or provide mutual assistance to/from PECO, ComEd, 
or BGE pursuant to existing American Gas Association (AGA) and Edison Electric 
Institute (EEi) mutual assistance agreements. 

7. Other Regulated Energy Related Agreements 

EXGEN may be one of the wholesale suppliers to PHI's utilities. In addition, other 
regulated energy-related transactions may occur between affiliated utilities. The related 
cost is priced at market or other regulatory approved price. 

Additionally, Pepco Holdings Utilities have agreements as joint owners of 
transmission system assets. The joint owners each receive their proportionate share of 
costs and investment returns. 
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AMENDMENT TO THE SERVICE AGREEMENT 

This Amendment to the Service Agreement (this "Amendment") is effective the 1st day of 
January, 2018 and will amend the Service Agreement effective January 1, 2006 (as extended and 
modified by the Service Agreement Extension and Modification effective January 1, 2011 and 
the 2nd Service Agreement Extension and Modification effective the pt day of January, 2016, 
herein referred to as the "Service Agreement"), by and between PHI Service Company, a 
Delaware corporation and a mutual service company ("PHISCO") and the associate companies 
(the "Client Companies"), which are current parties to the Service Agreement and are comprised 
of Pepco Holdings LLC (formerly known as Pepco Holdings, Inc. and herein referred to as 
"PHI"), a utility holding company, and certain of its subsidiaries. 

WHEREAS, effective March 23, 2016, PHI was acquired through merger transactions 
(the "Merger") by Exelon Corporation ("Exelon"), and in the period between the Merger and this 
Amendment, numerous transition activities have occurred, including the reorganization of a 
number of former PHI subsidiaries under other Exelon entities, and the transition of provision of 
certain services to Exelon Business Services Company ("EBSC"), the Exelon holding company 
system's shared services company; 

WHEREAS, pursuant to the reorganization activities referenced above, certain 
companies that were originally parties to the Service Agreement are no longer receiving services 
from PHISCO and, therefore, are no longer parties to the Service Agreement; 

WHEREAS, as a result of this post-Merger transition, the remaining current parties to the 
Service Agreement wish to amend the Service Agreement to be more closely aligned with 
EBSC's allocation and charging methodologies and to reset the term of the Service Agreement to 
five years from the effective date of this Amendment; and 

NOW, THEREFORE, the remaining current parties to the Service Agreement agree to 
amend the Service Agreement as follows: 

1. Article Ill., Section 3.1 of the Service Agreement is hereby replaced in its entirety with 
the following: 

ARTICLE III - TERM 

Section 3.1. This Service Agreement shall become effective as of 
the day above written, and shall continue in force until January 1, 2023, or 
until terminated by either party upon no less than ninety (90) days' prior 
written notice to the other party. As of January 1, 2023, or upon each five 
(5) year anniversary of this agreement thereafter, the parties may extend 
this agreement, with or without modifications, for an additional five (5) 
years by mutual written agreement to such modification and/or extension. 
This Service Agreement shall also be subject to termination or 
modification at any time, without notice, if and to the extent performance 



under this Service Agreement may conflict with any rule, regulation or 
order of the FERC or any other regulatory body with jurisdiction over the 
Service Company or the Client Company adopted before or after the date 
of this Service Agreement. 

2. Appendix A and Appendix B to the Service Agreement are hereby replaced in their 
entirety by Appendix A and Appendix B attached to this Amendment. The changes 
made in Appendix A and Appendix B to the Service Agreement may be summarized as 
follows; provided, however, that the summary herein is not intended to supersede the 
content of the attached Appendix A and Appendix B and, in the event of any conflict 
created by this summary, the content of the attached appendices will govern. 

A. A number of the Practice Area Classification designations are being changed. 
Because certain PHISCO corporate shared services are in the process of being 
transferred to EBSC and are included under the General Service Agreement 
between Exelon and the PHI subsidiaries, those shared services have been 
removed from Appendix A to the Service Agreement. The other designation 
changes are for reclassifications of services into practice areas that align with the 
EBSC practice areas. 

B. PHISCO provides a number of non-company specific services to its three 
affiliated regulated utility companies. Historically, depending upon the nature of 
the service being provided, such indirect charges have been allocated to those 
companies based upon several different allocation methodologies. Included in the 
historical methodologies is the Two Factor Ratio ("TFR"). The TFR allocation 
methodology utilizes the average of (1) Operations and Maintenance expense, and 
(2) Gross Property, Plant and Equipment ratio percentages for PHISCO's 
affiliated regulated utility companies. The ratios in Appendix B to the Service 
Agreement will be modified such that, with the exception of costs related to 
certain Support Services (such as mail and reprographics, which are to be 
allocated on a square footage basis), all remaining indirect service charges will be 
allocated using the TFR methodology on a going-forward basis. This change 
allows for a more efficient allocation process and provides for a consistent 
allocation methodology for these types of broad support services. 

3. All of the terms of the Service Agreement that are not expressly modified hereby will 
continue in full force and effect. The Service Agreement, as hereby amended, will 
apply to any Client Companies that may in the future execute the Service Agreement. 

4. This Amendment may be executed in two or more counterparts, each of which shall be 
deemed an original, but all of which together shall constitute one and the same 
instrument. For purposes hereof, an electronic copy of this Amendment (including a 
facsimile or .pdt), including the signature pages hereto, will be deemed to be an 
original. 
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed as of 
the date and year first above written. 

PHI SERVICE COMPANY 

By= oofda11:~9·~J 
Senior Vice President & Chief Financial Officer 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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PEPCO HOLDINGS LLC 

By: 

President & Chief Executive Officer 

DELMARVA POWER & LIGHT COMPANY 

By: 

President & Chief Executive Officer 

ATLANTIC CITY ELECTRIC COMPANY 

By: 

President & Chief Executive Officer 

POTOMAC ELECTRIC POWER COMP ANY 

By: Da4!ve1~/ 
President & Chief Executive Officer 

ATLANTIC CITY ELECTRIC TRANSITION 
FUNDING, LLC 

By: 

Chairman, President & 
Chief Executive Officer 
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This appendix describes (i) the Policies and Procedures (see pages 7-11) to be used to accumulate 
costs of Service Company services and (ii) the methodologies used to assign or allocate such costs 
to Client Companies. Definitions of the ratios are provided in Appendix B. The Service Company 
may provide to associate Client Companies the following services, which may be used by the Client 
Company: 

I. Executive Management 

a. The Executive Management function includes office of the President and CEO of Pepco 
Holdings, Inc., supporting staff, and other members of the senior management team as 
deemed appropriate, as well as other expenses, including interest, taxes and general fees 
not covered in one of the functions below. 

b. To the extent possible, services will be directly charged using a standard rate per hour or 
unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Services that are not direct charged will be allocated based on the Two Factor Ratio. 

II. Support Services 

a. The Support Services function provides vehicle resource management; building services, 
including facilities management and building maintenance, occupancy charges, mail and 
reprographic services; claims administration services and other services such as security, 
real estate, environmental, training and safety. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios: 

1. vehicle resource management - Vehicle $ Ratio 
2. building services - Square Footage Ratio 
3. Claims administration services - Historical Claims Ratio 
4. Other Services-Two Factor Ratio 

III. Financial Services 

a. The Financial Services function includes services such as planning, budgeting and 
financial accounting. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated on the Two Factor Ratio. 

IV. Human Resources 

a. The Human Resources function provides benefit services such as personnel, employment 
and staffing, diversity, performance improvement and organizational development. 

b. Human Resources Services will be directly charged using a standard rate per hour or 
unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
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Services that are not direct charged will be accumulated in Cost Centers. Costs that are 
not directly charged will be allocated on the Employee Ratio. 

V. Legal Services 

b. The Legal Services function provides legal counsel related to PHI specific issues. 

c. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the Two Factor Ratio. 

VI. Customer Services 

a. The Customer Services function includes customer service centers, billing, credit and 
collections, cash remittance processing, quality assurance, training, customer energy 
efficiency programs, the Special Billing group and other customer related activities. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the Customer Ratio. 

VII. Information Technology 

a. The Information Technology function includes costs for infrastructure and applications 
associated with shared PHI systems. 

b. To the extent practicable, service costs will be directly charged using a standard rate per 
hour or unit, as described in the Policies and Procedures found on pages 7-11 of 
Appendix A. Services that are not direct charged will be allocated to Client Companies 
based on the approved ratio for the associated function supported. 

VIII. Governmental Affairs 

a. The Governmental Affairs function includes customer research resolution; commercial 
account management; corporate contributions; and other governmental affairs which 
involve developing and maintaining relationships with federal and state government 
institutions and community officials, including lobbying and other activities. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios. 

1. Customer research and account management services - Customer Ratio 
2. Other government affairs services - Two Factor Ratio 
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a. The Corporate Communications function includes employee communications, general 
corporate branding and utility customer communications, such as informational and 
instructional advertising. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the Two Factor Ratio. 

X. Regulatory Services 

a. The Regulatory Services function includes regulatory strategy, policy, and other 
regulatory affairs services, as well customer energy related services such as balance and 
settlement, power procurement, and market settlements. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the following ratios: 

1. Customer energy - K wh Output Ratio 
2. Other regulatory services - Two Factor Ratio 

XI. Regulated Electric and Gas Operation Services 

a. The Regulated Electric and Gas Services function includes the following electric and gas 
delivery services: system operations services; meter maintenance and testing; and other 
delivery services, including delivery senior management, asset management engineering 
standards, interconnection planning and arrangements, distributions and transmission 
planning, value added services, engineering services for distribution, substation and 
transmission, system protection, drafting and construction management, electric 
maintenance, administrative support, forestry, process improvement, training, 
performance analysis, and benchmarking. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the following ratios: 

1. system operations services - Kwh Output Ratio2. 
testing services - K wh Output Ratio 

3. other delivery services - Two Factor Ratio 

XII. Supply Services 

meter maintenance and 

a. The Supply Services function includes utility storeroom procurement and materials 
management services, as well as other general procurement costs. 
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b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios: 

1. Utility Storeroom services - Materials Stock Issuance Ratio 
2. Other Supply Services - Two Factor Ratio 



Policies and Procedures 
General 
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Service Company will provide services to Client Companies in accordance with the terms of 
the Service Agreement. 

Service Level Standards 

Annually, as part of the budgeting process, a budget will be prepared for the services that 
will be provided to the Client Companies by each of the shared service providers during the next 
calendar year. The budgets will include assumptions around direct charging for services. Budgeted 
costs not directly charged will be allocated on a monthly basis in the budget in accordance with the 
approved costing methodologies utilized on an actual basis. The budget information is processed in 
the management information system and is available for review by employees of the Client 
Companies. The budget targets are set by senior management and the final budget is approved by 
the Board of Directors. The budget process provides each Client Company with service level 
standards and sets expectations which can be used during the following year to compare actual 
Service Company performance against these expectations. 

Cost Management 

Service Company will maintain a cost management information system that allows it to 
accumulate costs in the following manner: Business Unit, Projects and Departments. This system 
supports the philosophy of separating costs by business group and legal entity on a fully costed 
basis. Service Company will use this system to maintain an accounting system to record all costs of 
operations. 

The cost of work performed by the Service Company will be collected in Projects and 
Departments. Costs will be charged as work is performed and costs are incurred. Time records and 
expense statements will be used to track resource consumption. Labor related costs are expected to 
be the most significant costs for the Service Company. To the extent practicable, the Service 
Company employees shall be required to direct-charge their time through the time reporting system. 

As products or services are provided by the Service Company, the services are directly 
charged. Any costs that cannot be practicably direct billed will be allocated to Client Companies on 
an appropriate basis, as defined in the Service Agreement. The amount billed to the Client 
Company is charged to Client Company Projects and departments created to collect the costs of the 
services provided to that company. 

The Service Company uses cost allocation methods designed to fully distribute costs. The 
Service Company will have a tiered approach to billing Client Companies comprised of the 
following steps: 

A. Direct Assignment: 
Non-labor costs which benefit specific Client Companies will be directly assigned to the 
specific Client Companies whenever feasible. Costs which are directly assigned to a Client 
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Company are not costs of the Service Company and therefore are not included in the 
amounts billed. 

B. Direct Charges: 
Labor related services specifically for a Client Company will be directly charged to that 
business unit at a rate per unit of labor. The rate includes direct costs such as labor and 
indirect expenses such as overhead costs for benefits, incentives and payroll taxes, vehicle 
costs, occupancy costs, and IT user services necessary for the employee to provide the 
service. 

Certain Service Company costs, such as Human Resources and Special Billing will be 
directly charged at a standard rate per unit of services. These rates are based upon 
anticipated costs and units of service, including expected employees (HR) and bills (Special 
Billings). 

C. Indirect Charges: 

1. Allocations: Costs accumulated that apply to all Client Companies or to a group of 
Client Companies, which have not been directly assigned or directly charged as 
described in A or B, above, will be allocated based on the allocation ratios defined in 
Appendix B. Allocation ratios will be recalculated by the Service Company at least 
annually. 

2. Service Company Cross Charges: 

Certain Service Company overhead costs, such as the cost of benefits, payroll taxes, and 
incentives and other indirect costs, such as vehicles, IT user services, and building 
services are charged to Service Company functions that utilize these services and are 
included in their billing to Client Companies. These costs are charged based upon 
anticipated expenses and units of service, e.g. expected salaries (benefits), square 
footage, etc. 

In addition, support for other Services Company functions caused by, labor strikes, 
storm contingency coverage, rate case support, and other special projects, may be cross 
charged to another Service Company function. These charges are included in the 
amounts that these functions bill to Client Companies and will be allocated based on the 
approved allocation ratios defined in Appendix B. 

Dispute Resolution 

If there is a dispute between a Client Company and the Service Company concerning the 
appropriateness of an amount billed to a Client Company, the Controller's Department will meet 
with the appropriate representatives for the Client Company department and the Service Company 
to resolve the dispute. If the dispute cannot be resolved by the Controller's Department, the issue 
will be referred to the Chief Financial Officer of Pepco Holdings, Inc. for disposition. 
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The Internal Audit Department shall perform an audit of the Service Company billing 
process every two years. Computer systems, billings, and source documents will be examined to 
ensure on a test basis that the services provided are authorized, documented, and accurately 
recorded in the accounting records. The audits will include an examination of the Service Company 
allocation methods and the allocation factors used to ensure that they are in compliance with the 
methodologies described in the Service Agreement. Also, the audits will evaluate the adequacy of 
the system of internal controls over the billing process and the reasonableness of each allocation 
methodology used to distribute costs to the Client Companies. 



Ratio Title 

Customer Ratio 

Employee Ratio 

Historical Claims Ratio 

K wh Output Ratio 

Definition of Service Company Allocation Methods 
Ratio Description 
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A ratio the numerator of which is the number of customers 
served by a Client Company, the denominator of which is the 
total number of customers for all the Client Companies (or 
specific Client Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). 
Customers designated as both electric and gas, within the same 
company, will be assigned 50% to gas and 50% to electric for 
the purposes of this ratio calculation. 

A ratio the numerator of which is the number of employees of a 
Client Company, the denominator of which is the total number 
of employees for all Client Companies (or specific Client 
Companies receiving the service allocated per this factor, if not 
all Companies are receiving the service). 

A ratio the numerator of which is the total claims expense of a 
Client Company, the denominator of which is the total claims 
expense for all Client Companies (or specific Client Companies 
receiving the service allocated per this factor, if not all 
Companies are receiving the service). 

A ratio the numerator of which is the number of kilowatt hours 
purchased and generated by a Client Company, the denominator 
of which is the total number of kilowatt hours purchased and 
generated by all Client Companies (or specific Client Companies 
receiving the service allocated per this factor, if not all 
Companies are receiving the service). 

Materials Stock Issued Ratio A ratio the numerator of which is the materials stock issuance 
from a Client Company store room, the denominator of which is 
the total materials stock issuances from all Client Company store 
rooms (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). 

O&MRatio A ratio the numerator of which is the total operations and 
maintenance (O&M) expense of a Client Company for a twelve 
month period, the denominator of which is the total operations 
and maintenance expense for all Client Companies (or specific 
Client Companies receiving the service allocated per this factor, 
if not all Companies are receiving the service) for a twelve 
month period. Any affiliate whose total O&M expense is 
negative, the O&M of PHI Service Company, and O&M which 
is caused by consolidation adjustments will be excluded. 



Square Footage Ratio 

Two Factor Ratio 

Vehicle $ Ratio 
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A ratio the numerator of which is the number of total square feet 
of space occupied by a Client Company, the denominator of 
which is the total number of square feet of space occupied by all 
Client Companies (or specific Client Companies receiving the 
service allocated per this factor, if not all Companies are 
receiving the service). 

A composite ratio which is comprised of an average of the 
O&M and Gross Property, Plant and Equipment ratio 
percentages (described above) for all Client Companies (or 
specific Client Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). 

A ratio the numerator of which is the amount of vehicle rate 
charges in a specific Client Company, the denominator of which 
is the total amount of vehicle rate charges in all Client 
Companies (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). Rate charges to PHI Service Company are excluded. 



SERVICE AGREEMENT 
(As Modified By The Service Agreement Extension and Modification Effective As Of January 1, 2011, 

The 2nd Service Agreement Extension and Modification Effective As Of January 1, 2016, And 
The Amendment to Service Agreement Effective As Of January 1, 2018) 

This Service Agreement, effective as of the 1st day of , is made by and 
between PHI Service Company, a Delaware corporation and a mutual service company (the 
"Service Company"), and (Company Name) an associate company of the Pepco Holdings, Inc. 
system (the "Client Company" and collectively with other associate companies that have or may 
in the future execute this form of Service Agreement, the "Client Companies"). 

WITNESSETH 

WHEREAS, the Service Company and the Client Companies have entered into this 
Service Agreement whereby the Service Company agrees to provide and the Client Companies 
agree to accept and pay for various services as provided herein, and as a result of which the 
Service Company fairly and equitably allocates costs among all associate companies to which it 
renders services; and 

WHEREAS, economies and efficiencies benefiting the Client Companies will result from 
the performance by the Service Company of the services as herein provided: 

NOW, THEREFORE, in consideration of the premises and the mutual agreements herein 
contained, the parties to this Service Agreement covenant and agree as follows: 

ARTICLE I - SERVICES 

Section 1.1. The Service Company shall furnish to the Client Company, as requested by 
the Client Company, upon the terms and conditions hereinafter set forth, such of the services 
described in Appendix A hereto (as such may be amended from time to time) at such times, for 
such periods and in such manner as the Client Company may from time to time request and 
which the Service Company concludes it is equipped to perform. The Service Company shall 
also provide the Client Company with such special services, in addition to those services 
described in Appendix A hereto, as may be requested by the Client Company and which the 
Service Company concludes it is equipped to perform. In supplying such services, the Service 
Company may arrange, where it deems appropriate, for the services of such experts, consultants, 
advisors and other persons with necessary qualifications as are required for or pertinent to the 
provision of such services. 

Section 1.2. The Client Company shall take from the Service Company such of the 
services described in Section 1.1 and such additional general or special services, whether or not 
now contemplated, as are requested from time to time by the Client Company and which the 
Service Company concludes it is equipped to perform. 

Section 1.3. The services described herein shall be directly assigned, directly charged or 
allocated by activity, project, program, work order or other appropriate basis. The Client 



Company shall have the right from time to time to amend, alter or rescind any activity, project 
program or work order provided that (i) any such amendment or alteration which results in a 
material change in the scope of the services to be performed or equipment to be provided is 
agreed to by the Service Company, (ii) the cost for the services covered by the activity, project, 
program or work order shall include any additional expense incurred by the Service Company as 
a direct result of such amendment, alteration or rescission of the activity, project, program, or 
work order, and (iii) no amendment, alteration or rescission of an activity, project, program, or 
work order shall release the Client Company from liability for all costs already incurred by the 
Service Company pursuant to the activity, project, program, or work order, regardless of whether 
the services associated with such costs have been completed. 

ARTICLE II-COMPENSATION 

Section 2.1. As compensation for the services to be rendered hereunder, the Client 
Company shall pay to the Service Company all costs which reasonably can be identified and 
related to particular services performed by the Service Company for or on the Client Company's 
behalf, such costs to be determined in accordance with the cost accounting manual for the Pepco 
Holdings, Inc. system and applicable rules and regulations, including the regulations of the 
Federal Energy Regulatory Commission ("FERC") regarding the Uniform System of Accounts 
for Centralized Service Companies. Where more than one Client Company is involved in or has 
received benefits from a service performed, costs will be directly assigned, directly charged or 
allocated, as set forth in Appendix A hereto, between or among such companies on a basis 
reasonably related to the service performed. 

Section 2.2. It is the intent of this Service Agreement that the payment for services 
rendered by the Service Company to the Client Companies under this Service Agreement shall 
cover all the costs of its doing business (less the cost of services provided to associated 
companies not a party to this Service Agreement and other non-associated companies), including 
but not limited to, salaries and wages, office supplies and expenses, outside services employed, 
insurance, injuries and damages, employee benefits, miscellaneous general expenses, rents 
(including property leased from Client Companies for use by the Service Company), 
maintenance of structures and equipment, depreciation and amortization, and compensation for 
use of capital. 

Section 2.3. The method of assignment, charge or allocation of costs described in 
Appendix A shall be subject to review annually, or more frequently if appropriate. Such method 
of assignment, distribution or allocation of costs may be modified or changed by the Service 
Company upon the express approval of the modification by each affected Client Company 
without the necessity of an amendment to this Service Agreement provided that in each instance, 
costs of all services rendered hereunder shall be fairly and equitable assigned, distributed or 
allocated, and notice of such change is provided to the Client Company. 

Section 2.4. The Service Company shall make available a monthly statement to the 
Client Company that shall reflect the billing information necessary to identify the costs charged 
for that month. By the end of the month following billing, the Client Company shall remit to the 
Service Company all charges billed to it. Monthly charges may be billed on an estimated basis, 
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but adjustments will be made within ninety (90) days to assure that billings are in accord with 
Sections 2.1 and 2.2 above. 

ARTICLE III - TERM 

Section 3.1. This Service Agreement shall become effective as of the day above written, 
and shall continue in force until January 1, 2021, or until terminated by either party upon no less 
than ninety (90) days' prior written notice to the other party. As of January 1, 2021, or upon 
each five (5) year anniversary of this agreement thereafter, the parties may extend this 
agreement, with or without modifications, for an additional five (5) years by mutual written 
agreement to such modification and/or extension. This Service Agreement shall also be subject 
to termination or modification at any time, without notice, if and to the extent performance under 
this Service Agreement may conflict with any rule, regulation or order of the FERC or any other 
regulatory body with jurisdiction over the Service Company or the Client Company adopted 
before or after the date of this Service Agreement. 

ARTICLE IV - MISCELLANEOUS 

Section 4.1. All accounts and records of the Service Company shall be kept in 
accordance with the Uniform System of Accounts for Centralized Service Companies 
promulgated by the FERC. 

Section 4.2. Other existing subsidiaries and new direct or indirect subsidiaries of Pepco 
Holdings, Inc. that may come into existence after the effective date of this Service Agreement 
may become additional Client Companies (collectively, the "New Client Companies") subject to 
this Service Agreement by execution of this form of agreement, as it may be amended at that 
time. In addition, the parties hereto upon the express approval of each affected Client Company 
shall make such changes in the scope and character of the services to be rendered and the method 
of assigning, charging or allocating costs of such services among the Client Companies and the 
New Client Companies under this Service Agreement as may become necessary. 

Section 4.3. The Service Company shall permit the Client Company access to its 
accounts and records, including the basis and computation of allocations. 

Section 4.4. This Service Agreement and any amendments hereto shall not be effective 
until any necessary regulatory approvals have been obtained. 
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IN WITNESS WHEREOF, the parties hereto have caused this Service Agreement to be 
executed as of the date and year first above written. 

PHI Service Company 

By: 

(Company Name) 

By: 
(President) 
(title) 
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This appendix describes (i) the Policies and Procedures (see pages 7-11) to be used to accumulate 
costs of Service Company services and (ii) the methodologies used to assign or allocate such costs 
to Client Companies. Definitions of the ratios are provided in Appendix B. The Service Company 
may provide to associate Client Companies the following services, which may be used by the Client 
Company: 

I. Executive Management 

a. The Executive Management function includes office of the President and CEO of Pepco 
Holdings, Inc., supporting staff, and other members of the senior management team as 
deemed appropriate, as well as other expenses, including interest, taxes and general fees 
not covered in one of the functions below. 

b. To the extent possible, services will be directly charged using a standard rate per hour or 
unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Services that are not direct charged will be allocated based on the Two Factor Ratio. 

II. Support Services 

a. The Support Services function provides vehicle resource management; building services, 
including facilities management and building maintenance, occupancy charges, mail and 
reprographic services; claims administration services and other services such as security, 
real estate, environmental, training and safety. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios: 

1. vehicle resource management - Vehicle $ Ratio 
2. building services - Square Footage Ratio 
3. Claims administration services - Historical Claims Ratio 
4. Other Services-Two Factor Ratio 

III. Financial Services 

a. The Financial Services function includes services such as planning, budgeting and 
financial accounting. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated on the Two Factor Ratio. 

IV. Human Resources 

a. The Human Resources function provides benefit services such as personnel, employment 
and staffing, diversity, performance improvement and organizational development. 

b. Human Resources Services will be directly charged using a standard rate per hour or 
unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
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Services that are not direct charged will be accumulated in Cost Centers. Costs that are 
not directly charged will be allocated on the Employee Ratio. 

V. Legal Services 

b. The Legal Services function provides legal counsel related to PHI specific issues. 

c. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the Two Factor Ratio. 

VI. Customer Services 

a. The Customer Services function includes customer service centers, billing, credit and 
collections, cash remittance processing, quality assurance, training, customer energy 
efficiency programs, the Special Billing group and other customer related activities. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the Customer Ratio. 

VII. Information Technology 

a. The Information Technology function includes costs for infrastructure and applications 
associated with shared PHI systems. 

b. To the extent practicable, service costs will be directly charged using a standard rate per 
hour or unit, as described in the Policies and Procedures found on pages 7-11 of 
Appendix A. Services that are not direct charged will be allocated to Client Companies 
based on the approved ratio for the associated function supported. 

VIII. Governmental Affairs 

a. The Governmental Affairs function includes customer research resolution; commercial 
account management; corporate contributions; and other governmental affairs which 
involve developing and maintaining relationships with federal and state government 
institutions and community officials, including lobbying and other activities. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios. 

1. Customer research and account management services - Customer Ratio 
2. Other government affairs services - Two Factor Ratio 
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a. The Corporate Communications function includes employee communications, general 
corporate branding and utility customer communications, such as informational and 
instructional advertising. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the Two Factor Ratio. 

X. Regulatory Services 

a. The Regulatory Services function includes regulatory strategy, policy, and other 
regulatory affairs services, as well customer energy related services such as balance and 
settlement, power procurement, and market settlements. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the following ratios: 

1. Customer energy - K wh Output Ratio 
2. Other regulatory services - Two Factor Ratio 

XI. Regulated Electric and Gas Operation Services 

a. The Regulated Electric and Gas Services function includes the following electric and gas 
delivery services: system operations services; meter maintenance and testing; and other 
delivery services, including delivery senior management, asset management engineering 
standards, interconnection planning and arrangements, distributions and transmission 
planning, value added services, engineering services for distribution, substation and 
transmission, system protection, drafting and construction management, electric 
maintenance, administrative support, forestry, process improvement, training, 
performance analysis, and benchmarking. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the following ratios: 

1. system operations services - Kwh Output Ratio2. 
testing services - K wh Output Ratio 

3. other delivery services - Two Factor Ratio 

XII. Supply Services 

meter maintenance and 

a. The Supply Services function includes utility storeroom procurement and materials 
management services, as well as other general procurement costs. 
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b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios: 

1. Utility Storeroom services - Materials Stock Issuance Ratio 
2. Other Supply Services - Two Factor Ratio 



Policies and Procedures 
General 
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Service Company will provide services to Client Companies in accordance with the terms of 
the Service Agreement. 

Service Level Standards 

Annually, as part of the budgeting process, a budget will be prepared for the services that 
will be provided to the Client Companies by each of the shared service providers during the next 
calendar year. The budgets will include assumptions around direct charging for services. Budgeted 
costs not directly charged will be allocated on a monthly basis in the budget in accordance with the 
approved costing methodologies utilized on an actual basis. The budget information is processed in 
the management information system and is available for review by employees of the Client 
Companies. The budget targets are set by senior management and the final budget is approved by 
the Board of Directors. The budget process provides each Client Company with service level 
standards and sets expectations which can be used during the following year to compare actual 
Service Company performance against these expectations. 

Cost Management 

Service Company will maintain a cost management information system that allows it to 
accumulate costs in the following manner: Business Unit, Projects and Departments. This system 
supports the philosophy of separating costs by business group and legal entity on a fully costed 
basis. Service Company will use this system to maintain an accounting system to record all costs of 
operations. 

The cost of work performed by the Service Company will be collected in Projects and 
Departments. Costs will be charged as work is performed and costs are incurred. Time records and 
expense statements will be used to track resource consumption. Labor related costs are expected to 
be the most significant costs for the Service Company. To the extent practicable, the Service 
Company employees shall be required to direct-charge their time through the time reporting system. 

As products or services are provided by the Service Company, the services are directly 
charged. Any costs that cannot be practicably direct billed will be allocated to Client Companies on 
an appropriate basis, as defined in the Service Agreement. The amount billed to the Client 
Company is charged to Client Company Projects and departments created to collect the costs of the 
services provided to that company. 

The Service Company uses cost allocation methods designed to fully distribute costs. The 
Service Company will have a tiered approach to billing Client Companies comprised of the 
following steps: 

A. Direct Assignment: 
Non-labor costs which benefit specific Client Companies will be directly assigned to the 
specific Client Companies whenever feasible. Costs which are directly assigned to a Client 
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Company are not costs of the Service Company and therefore are not included in the 
amounts billed. 

B. Direct Charges: 
Labor related services specifically for a Client Company will be directly charged to that 
business unit at a rate per unit of labor. The rate includes direct costs such as labor and 
indirect expenses such as overhead costs for benefits, incentives and payroll taxes, vehicle 
costs, occupancy costs, and IT user services necessary for the employee to provide the 
service. 

Certain Service Company costs, such as Human Resources and Special Billing will be 
directly charged at a standard rate per unit of services. These rates are based upon 
anticipated costs and units of service, including expected employees (HR) and bills (Special 
Billings). 

C. Indirect Charges: 

1. Allocations: Costs accumulated that apply to all Client Companies or to a group of 
Client Companies, which have not been directly assigned or directly charged as 
described in A or B, above, will be allocated based on the allocation ratios defined in 
Appendix B. Allocation ratios will be recalculated by the Service Company at least 
annually. 

2. Service Company Cross Charges: 

Certain Service Company overhead costs, such as the cost of benefits, payroll taxes, and 
incentives and other indirect costs, such as vehicles, IT user services, and building 
services are charged to Service Company functions that utilize these services and are 
included in their billing to Client Companies. These costs are charged based upon 
anticipated expenses and units of service, e.g. expected salaries (benefits), square 
footage, etc. 

In addition, support for other Services Company functions caused by, labor strikes, 
storm contingency coverage, rate case support, and other special projects, may be cross 
charged to another Service Company function. These charges are included in the 
amounts that these functions bill to Client Companies and will be allocated based on the 
approved allocation ratios defined in Appendix B. 

Dispute Resolution 

If there is a dispute between a Client Company and the Service Company concerning the 
appropriateness of an amount billed to a Client Company, the Controller's Department will meet 
with the appropriate representatives for the Client Company department and the Service Company 
to resolve the dispute. If the dispute cannot be resolved by the Controller's Department, the issue 
will be referred to the Chief Financial Officer of Pepco Holdings, Inc. for disposition. 
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The Internal Audit Department shall perform an audit of the Service Company billing 
process every two years. Computer systems, billings, and source documents will be examined to 
ensure on a test basis that the services provided are authorized, documented, and accurately 
recorded in the accounting records. The audits will include an examination of the Service Company 
allocation methods and the allocation factors used to ensure that they are in compliance with the 
methodologies described in the Service Agreement. Also, the audits will evaluate the adequacy of 
the system of internal controls over the billing process and the reasonableness of each allocation 
methodology used to distribute costs to the Client Companies. 
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Definition of Service Company Allocation Methods 
Ratio Title Ratio Description 

Customer Ratio A ratio the numerator of which is the number of customers 
served by a Client Company, the denominator of which is the 
total number of customers for all the Client Companies (or 
specific Client Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). 
Customers designated as both electric and gas, within the same 
company, will be assigned 50% to gas and 50% to electric for 
the purposes of this ratio calculation. 

Employee Ratio A ratio the numerator of which is the number of employees of a 
Client Company, the denominator of which is the total number 
of employees for all Client Companies (or specific Client 
Companies receiving the service allocated per this factor, if not 
all Companies are receiving the service). 

Historical Claims Ratio A ratio the numerator of which is the total claims expense of a 
Client Company, the denominator of which is the total claims 
expense for all Client Companies (or specific Client Companies 
receiving the service allocated per this factor, if not all 
Companies are receiving the service). 

K wh Output Ratio A ratio the numerator of which is the number of kilowatt hours 
purchased and generated by a Client Company, the denominator 
of which is the total number of kilowatt hours purchased and 
generated by all Client Companies (or specific Client Companies 
receiving the service allocated per this factor, if not all 
Companies are receiving the service). 

Materials Stock Issued Ratio 

O&M Ratio 

A ratio the numerator of which is the materials stock issuance 
from a Client Company store room, the denominator of which is 
the total materials stock issuances from all Client Company store 
rooms (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). 

A ratio the numerator of which is the total operations and 
maintenance (O&M) expense of a Client Company for a twelve 
month period, the denominator of which is the total operations 
and maintenance expense for all Client Companies (or specific 
Client Companies receiving the service allocated per this factor, 
if not all Companies are receiving the service) for a twelve 
month period. Any affiliate whose total O&M expense is 
negative, the O&M of PHI Service Company, and O&M which 
is caused by consolidation adjustments will be excluded. 



Square Footage Ratio 

Two Factor Ratio 

Vehicle $ Ratio 

Appendix B 
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A ratio the numerator of which is the number of total square feet 
of space occupied by a Client Company, the denominator of 
which is the total number of square feet of space occupied by all 
Client Companies (or specific Client Companies receiving the 
service allocated per this factor, if not all Companies are 
receiving the service). 

A composite ratio which is comprised of an average of the 
O&M and Gross Property, Plant and Equipment ratio 
percentages (described above) for all Client Companies (or 
specific Client Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). 

A ratio the numerator of which is the amount of vehicle rate 
charges in a specific Client Company, the denominator of which 
is the total amount of vehicle rate charges in all Client 
Companies (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). Rate charges to PHI Service Company are excluded. 



Exhibit 2 



GENERAL SERVICES AGREEMENT 

BETWEEN 

EXELON BUSINESS SERVICES COMP ANY 

AND 

EXELON CORPORATION; EXELON ENERGY DELIVERY COMPANY, LLC; 

COMMONWEALTH EDISON COMPANY; PECO ENERGY COMPANY; EXELON 

VENTURES COMPANY, LLC; EXELON GENERATION COMPANY, LLC; EXELON 

ENTERPRISES COMPANY, LLC; UNICOM INVESTMENT INC.; AND THE 

SUBSIDIARIES, AFFILIATES AND ASSOCIATES OF EACH LISTED ENTITY. 

THIS AGREEMENT, made and entered into this 1st day of January, 2001, by 

and between the following Parties: EXELON BUSINESS SERVICES COMP ANY ("Services 

Company"), EXELON CORPORATION; EXELON ENERGY DELIVERY COMPANY, LLC; 

COMMONWEALTH EDISON COMPANY; PECO ENERGY COMPANY; EXELON 

VENTURES COMP ANY, LLC; EXELON GENERATION COMPANY, LLC; EXELON 

ENTERPRISES COMP ANY, LLC; UNICOM INVESTMENT INC; AND THE 

SUBSIDIARIES, AFFILIATES AND ASSOCIATES OF EACH LISTED ENTITY 

(collectively, the "Client Companies"); 

WITNESS ETH: 

WHEREAS, Client Companies, including EXELON CORPORATION, which is 

registered under the terms of the Public Utility Holding Company Act of 1935 (the "Act") and its 

other subsidiaries, affiliates and associates desire to enter into this agreement providing for the 
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performance by Services Company for the Client Companies of certain services as more 

particularly set forth herein; 

WHEREAS, Services Company is organized, staffed and equipped and has filed with the 

Securities and Exchange Commission ("the SEC") to be a subsidiary service company under 

Section 13 of the Act to render to EXELON CORPORATION, and other subsidiaries, affiliates 

and associates of EXELON CORPORATION, certain services as herein provided; and 

WHEREAS, to maximize efficiency, and to achieve merger related savings, the Client 

Companies desire to avail themselves of the advisory, professional, technical ~nd other services 
' .. : 

of persons employed or to be retained by Services Company, and to compensate Services 

Company appropriately for such services; 

NOW, THEREFORE, in consideration of these premises and of the mutual agreements 

set forth herein, the Parties agree as follows: 

Section 1. Agreement to Provide Services 

Services Company agrees to provide to Client Companies, upon the terms and conditions 

set forth herein, the services hereinafter referred to and described in Section 2, at such times, for 

such period and in such manner as Client Companies may from time to time request. Except 

with respect to "Corporate Governance Services" as defined in Section 7 hereof, the Services 

Company shall perform only those services as are requested by the Client Companies. Services 

Company will keep itself and its personnel available and competent to provide to Client 

Companies such services so long as it is authorized to do so by the appropriate federal and state 

regulatory agencies. In providing such services, Services Company may arrange, where it deems 
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appropriate, for the services of such experts, consultants, advisers and other persons with 

necessary qualifications as are required for or pertinent to the provision of such services. 

Section 2. Services to be Provided 

The services expected to be provided by Services Company hereunder may, upon request 

by a Client Company, include the services as set out in Schedule 2, attached hereto and made a 

part hereof In addition to those identified in Schedule 2, Services Company shall provide such 

additional general or special services, whether or not now contemplated, as Client Companies. 

may request from time to time and Services Company determines it is able to provide. 

Notwithstanding the foregoing paragraph, no change in the organization of the Services 

Company, the type and character of the companies to be serviced, the factors for allocating costs 

to associate companies, or in the broad general categories of services to be rendered subject to 

Section 13 of the Act, or any rule, regulation or order thereunder, shall be made unless and until 

the Services Company shall first have given the SEC written notice of the proposed change not 

less than 60 days prior to the proposed effectiveness of any such change. If, upon the receipt of 

any such notice, the SEC shall notify the Services Company within the 60-day period that a 

question exists as to whether the proposed change is consistent with the provisions of Section 13 

of the Act, or of any rule, regulation or order thereunder, then the proposed change shall not 

become effective unless and until the Services Company shall have filed with the SEC an 

appropriate declaration regarding such proposed change and the SEC shall have permitted such 

declaration to become effective. 
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Section 3. Changes in Parties 

New direct or indirect subsidiaries, affiliates and associates of EXELON 

CORPORATION, which may come into existence after the effective date of this Services 

Agreement, may become additional Client Companies of Services Company and subject to this 

General Services Agreement. Jn addition, entities which are, as of the effective date of this 

General Services Agreement, direct or indirect subsidiaries, affiliates and associates of EXELON 

CORPORATION, may thereafter leave the holding company system, in which case they will no 

longer be subject to this General Services Agreement. The parties hereto shall make such 

changes in the scope and character of the services to be provided and the method of assigning, 

distributing or allocating costs of such services as may become necessary to achieve a fair and 

equitable assignment, distribution, or allocation of Services Company costs among associate 

companies taking into account both the new subsidiari~s and the subsidiaries which have left the 

holding company system, subject to the provisions of Section 2 above. 

Section 4. Compensation of Services Company 

As compensation for the services to be rendered hereunder, Client Companies listed in 

Attachment A hereto, as revised from time to time, shall pay to Services Company all costs 

which reasonably can be identified and related to particular services provided by Services 

Company for or on Client Company's behalf (except as may otherwise be permitted by the SEC). 

All other Client Companies and their affiliates and associates (see Attachment B) shall pay to 

Services Company charges for services that are to be no less than cost (except as may otherwise 

be permitted by the SEC), insofar as costs can reasonably be identified and related by Services 

Company to its performance of particular services for or on behalf of Client Company. 
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The services described herein or contemplated to be provided hereunder shall be directly 

assigned, distributed or allocated by activity, project, program, wbrk order or other appropriate 

basis. The factors for assigning or allocating Services Company costs to Client Company, as 

well as to other associate companies, are set forth in Schedules 1 and 2 attached hereto. 

Attachments A and B and Schedules 1 and 2 are each expressly incorporated herein and made a 

part hereof. 

Any charges to the Client Companies on account of use of capital shall reflect a 

reasonable and efficient capital structure. 

Section 5. Securities and Exchange Commission Rules 

It is the intent of the Parties that the determination of the costs as used in this Agreement 

shall be consistent with, and in compliance with, the rules and regulations of the SEC, as they 

now exist or hereafter may be modified by the Commission. 

Section 6. Service Review 

The parties shall review each service covered by this Agreement on an as needed basis, to 

assess the quality of the service and to determine the continued need therefor, and shall, subject 

to the provisions of Section 2 above, amend the scope of services, delete services entirely from 

this Agreement, and/or decline services which are not "Corporate Governance Services," as 

defined in Section 7 hereof, as they determine to be necessary or desirable. 
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Section 7. Coroorate Governance Services. 

Whether or not requested by the Client Companies, the Services Company may provide to all 

Client Companies, and Client Companies shall pay Services Company for, "Corporate 

Governance Services." Corporate governance consists of those activities and services reasonably 

determined to be necessary for the lawful and effective management of Exelon System 

businesses. Corporate Governance Services may be supplied from functions such as accounting, 

finance, executive, strategic planning, legal, human resources/benefits, audit, corporate 

communications and public affairs, environmental, health and safety, government affairs and 

policy, and investor relations. Corporate Governance Services may include, but are not limited 

to, the following: planning and project evaluation; finance and treasury; accounting and 

analysis; risk management; tax; shareholder and investor relations; merger and acquisition 

services; strategic planning; diversity; employee and labor relations; HR planning and 

development; compensation and benefits; legal services in the areas of securities, PUHCA, 

employment, regulatory, contract, litigation and intellectual property laws; legal and 

administrative support to the Board of Directors; environmental compliance activities; ethics and 

compliance programs; management services for compliance with Federal laws, regulations and 

other policy requirements, including relationship management with the U.S. Congress and 

Federal agencies; corporate communications; branding; corporate events; charitable support; 

community relations and communications to local organizations; and communications to 

employees. 

Section 8. Payment 

Payment shall be by making remittance of the amount billed or by malting 
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appropriate accounting entries on the books of the companies involved. Invoices shall be 

prepared on a monthly basis for services provided hereunder. 

Section 9. EXELON CORPORATION 

Except as authorized by rule, regulation, or order of the SEC, nothing in this Agreement 

shall be read to permit EXELON CORPORATION, or any person employed by or acting for 

EXELON CORPORATION, to provide services for other Parties, or any companies associated 

with said Parties. 

Section 10. Client Companies 

Except as limited by law or order of the SEC, Client Companies, their subsidiaries, 

affiliates and associates may provide services described herein to other Client Companies, their 

subsidiaries, affiliates and associates on the same terms and conditions as set out for the Services 

Company. 

Section 11. Effective Date and Termination 

This Agreement is executed subject to the consent and approval of all applicable 

regulatory agencies, and if so approved in its entirety, shall be deemed effective from the date 

that the merger between PECO ENERGY COMPANY and UNICOM CORPORATION was 

consummated, and shall remain in effect from said date unless terminated by mutual agreement 

or by any Party giving at least 90 days' written notice to the other Parties prior to the beginning 

of any calendar year, each Party fully reserving the right to so terminate this Agreement. 
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This Agreement may also be terminated or modified to the extent that performance may 

conflict with any rule, regulation or order of the SEC adopted before or after the making of this 

Agreement. This Agreement shall be terminated with respect to any Client Company 

immediately upon such Client Company ceasing to be a member of the Exelon holding company 

system. 

The Parties' obligations under this Agreement which by their nature are intended to 

continue beyond the termination or expiration of this Agreement shall survive such termination 

or expiration. 

Section 12. Access to Records 

Records will be maintained in accordance with 17 C.F.R. §257 and in any event no less 

than seven years following a transaction under this Agreement. The Client Company may request 

access to and inspect the accounts and records of the Services Company, provided that the scope 

of access and inspection is limited to accounts and records that are related to such transaction. 

Section 13. Assignment 

This Agreement and the rights hereunder may not be assigned without the 

mutual written consent of all Parties hereto. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed and 

attested by their authorized officers as of the day and year first above written. 
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EXELON BUSINESS SERVICES COMPANY 

By 
Ruth Ann M. Gillis 

Title: President 

EXELON ENERGY DELI 
ON BEH F OF ITSELFi 

By 

Title: 

By 

Title: 

By 

Title: 

9 

RIES 
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By 
J. 

Title: Vi easurer, and ChiefFinancial Officer 

By 

Title: surer, and Chief Financial Officer 

UNICOM INVESTMENT IN 
ON BE F OF ITSELFi N 

By 

Title: 
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BALTIMORE GAS AND ELECTRIC COMPANY, 
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES 

(effective Mar h 12, 20 2) 

By 
Carim V. ami 

Title: Vice Presi ent, Chief Financial Officer and Treasurer 
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ATLANTIC CITY ELECTRIC COMPANY 
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES 
(Effective March 24, 2016) 

By: (l/ZM '1= 9. JUM ~g) 
Name: :t> C) 0 Yl 0... -::)" )<' n 2.. e I 
1ts: St?.!i\~Of'~~c_t.- ~.e~-,~.\-1 C~~(.~ r\ Vlallt:~\ O~cu; qiJ 

T~~ 
DELMARVA POWER & LIGHT COMP ANY 
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES 
(Effective r,tan:h 24, 2016) ~ 

By: N~ it· 
Name: ]:) 0 v'\(l t!\ :s=. ')(_ ~ 0 2.. e I 
Its:~~cc~\CLr~1M-,ct~t' nW¥f~~~\ ~. ctJ.T~ 

POTOMAC ELECTRIC POWER COMP ANY 
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES 

(Effective Man:h 24, 2016) -~ 

By: D ?'vYA 9 J 
Name: ']:> o o O a. --::S-. )4 ~, n Le \ 

Its:~~l¥~\<L{>rf~r~\,(\,j~..('.' Firto\qg,\ O~qj")~~ 

PEPCO HOLDINGS LLC 
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES 
(Effective March 24, 2016) ,.. 

By: lliAI"- 9-~ 
Name: Doon a :J. }t\; 11 z..-e.. f 

1ts: ~~--~ \c~f !CS\~.\-, C\g.(: fi""u""'a\Offk~ qJ.T~sV('E 

PHI SERVICE COMP ANY 
ON BEHALF OF ITSELF AND ITS SUBSIDIARIES 
(Effective March 24, 2016) ,.. 

By: [)f/YJM a 9 ~__J 
Name: ~ l> ·n O a :S-· }'\ ~ /l l. e.. I 
Its: ~~\)\c!...f ~~e.i~, Ch'i~4 ~ttc.~\O(fiucgJ.\~ 
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Commonwealth Edison Company 

Commonwealth Edison of Indiana, Inc. 

PECO Energy Company 

Exelon Generation Company, LLC 

Attachment A 

Baltimore Gas and Electric Company (effective March 12, 2012) 

Atlantic City Electric Company (effective March 24, 2016) 

Delmarva Power & Light Company (effective March 24, 2016) 

Potomac Electric Power Company (effective March 24, 2016) 

PEPCO Holdings LLC (effective March 24, 2016) 

PHI Service Company (effective March 24, 2016) 

Any subsidiary involved in directly providing goods, construction or services to the foregoing companies. 



Service Agreement Schedule 1 

Allocation Ratios: 

General: 

Direct charges shall be made so far as costs can be identified and related to the particular 
transactions involved without excessive effort or expense. Other elements of cost, 
including taxes, interest, other overhead, and compensation for the use of capital 
procured by the issuance of capital stock, shall be fairly and equitably allocated using the 
ratios set forth below. 

Revenue Related Ratios: 

Revenues 
Sales - Units sold and/or transported 
Number of Customers 

Expenditure Related Ratios: 

Total Expenditures 
Operations and Maintenance Expenditures 
Capital Expenditures 
Service Company Billings 
Service Company SLA Billings (Non-governance) 

Labor/Payroll Related Ratios: 

Labor I Payroll 
Number of Employees 

Units Related Ratios: 

Usage (for example: CPU's, square feet, number of vendor invoice payments) 
Consumption (for example: tons of coal, gallons of oil, MMBTU's) 
Capacity (for example: nameplate generating capacity, peak load, gas throughput) 
Other units related 

Assets Related Ratios: 

Total Assets 
Current Assets 
Gross Plant 

Composite Ratios: 

Total Average Assets and 12 months ended Gross Payroll 
Modified Massachusetts Formula 
Other composite ratios 
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Service Agreement Schedule 2 

Services Including But Not Limited To: 

General: 

Direct charges shall be made so far as costs can be identified and related to the particular 
transactions involved without excessive effort or expense. Other elements of cost, 
including taxes, interest, other overhead, and compensation for the use of capital 
procured by the issuance of capital stock, shal1 be fairly and equitably.allocated using the 
ratios set forth in Schedule 1. 

Administrative & management services including but not limited to: , , . 

accounting 
bookkeeping 
billing 

audit 

accounts receivable 
accounts payable 
financial reporting 

claims 
communications 
customer operations 
customer services 
executive 
finance 
insurance 
infonnation systems services 
investment advisory services 
legal 
library 
record keeping 
secretarial & other general office support 
real estate management 
security holder services 
tax 
treasury 
other administration & management services 

Expected allocation ratios: Revenue Related, Expenditure Related, Labor/Payroll Related, 
Units Related, Assets Related, Composite 
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Personnel services including but not limited to: 

recruiting 
training & evaluation services 
payroll processing 
employee benefits administration & processing 
labor negotiations & management 
other personnel services 

Expected aJlocation ratios: Labor/Payroll Related, Units Related, Composite 

Purchasing services including but not limited to: 

preparation & analysis of product specifications 
requests for proposals & similar solicitations 
vendor & vendor-product evaluations 
purchase order processing 
receipt, handling, warehousing and disbursement of purchased items contract negotiation 
& administration 
inventory management & disbursement 
other purchasing services 

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, 
Assets Related, Composite 

Facilities management services including but not limited to: 

office space 
warehouse & storage space 
transportation facilities (including dock & port, rail sidings and truck facilities) 
repair facilities 
manufacturing & production facilities 
fixtures, office furniture & equipment 

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, 
Composite 

Computer services including but not limited to: 

computer equipment & networks 
peripheral devices 
storage media 
software 

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, Assets 
Related, Composite 
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Communications services including but not limited to: 

communications equipment 
audio & video equipment 
radio equipment 
telecommunications equipment & networks 
transmission & switching capability 

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, 
Assets Related, Composite 

Machinery management services including but not limited to: 

equipment 
tools 
parts & supplies 

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, 
Composite 

Vehicle management services including but not limited to: 

automobiles 
trucks 
vans 
trailers 
railcars 
marine vessels 
aircraft 
transport equipment 
material handling equipment 
construction equipment 

Expected allocation ratios: Expenditure Related, Labor/Payroll Related, Units Related, 
Composite 

Operational services including but not limited to: 
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drafting & technical specification, development & evaluation 
consulting 
engineering 
environmental 
safety 
nuclear 
construction 
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design 
resource planning 
economic & strategic analysis 
research 
testing 
training 
customer solicitation 
support & other marketing related services 
public & governmental relations 
other operational services 

Expected allocation ratios: Revenue Related, Expenditure Related, Labor/Payroll Related, 
Units Related, Assets Related, Composite 
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ExhibitB 

Service Level Arrangement 

Arrangement between --------Services Department and [Client 
Company] 

Purpose 

Governing Agreement 

Term of Service 

Scope of Services 

Service Responsibility Matrix 

Service Costing Schedule 

Monthly Billing Table: 

Performance Metrics & Performance Reporting 



Manager Service Company 

Si nature Date Si nature Date 

,....,..,.,~c .,.., 



Project Charter 

Mission: 

Objective 

• 
• 
Business Need I Expected Benefits 

• 
Proiect Approach 
• 
• 
• 
Measures of Success I Effectiveness 

• 
• 
Project Team 
• Sponsor-
• Responsible Director -
• Project Manager -
• Project Team -

H' h L IS h d I U! eve c e u e 
Activity or Deliverable 

H' h L I C t E ti t 12: eve OS s ma e 
Item 

Major Risks and Issues 

• 
Assumptions and Constraints 

• 
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Start Date End Date 

Cost 
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Proiect c barter Authorizin~ s· 1onatures 
Name/Title Sh:?nature Date 
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As of January 1, 2017 

2017 Exelon Business Services Company Service Areas & Cost Assignment Methods 

Exelon Business Services Company, LLC (BSC) provides services to the Exelon system 
of companies. For discussion purposes, BSC is divided into three groups: 1) core shared 
services, 2) utility focused services, and 3) corporate governance. The following are 
descriptions of the service areas and the cost assignment methods applied when billing the 
services. 

The discussion below summarizes the cost assignment methods which generally require 
direct billing of services to the extent possible, then allocation based on cost causative 
allocation methods of costs that cannot be directly assigned. 

1) CORE SHARED SERVICES AREAS 

The Core Shared Services Areas provide a variety of shared support and 
management services for the Exelon system of companies. These shared services 
include Information Technology, Supply, Legal Services, Human Resources, 
Transportation and Real Estate. 

Information Technology 

• Energy Delivery Solutions, GenCo Solutions, Projects & Enterprise 
Solutions. Provides application support to the business units and centrally 
manages enterprise-wide applications and business unit specific projects. 

Cost Assignment: 

• Costs for information technology applications which are specific to one 
Client Company are directly charged to the respective Client Company. 

Costs for information technology applications which benefit all or more 
than one Client Company are allocated to the respective Client 
Companies based on an appropriate cost causative allocation 
methodology, which varies from project to project. 

• Cloud and Infrastructure Engineering and Operations. Manages the 
enterprise IT infrastructure, provides infrastructure services, and ensures a 
safe and stable operating environment. 

Cost Assignment: 

• Service costs are directly charged to IT Application Portfolios on a unit 
price basis for services such as mainframe, email, voicemail, LAN, etc. 
IT Application Portfolio costs are directly charged to Client Companies 
when specific to one Client Company. IT Application Portfolio costs that 



benefit more than one Client Company are allocated based on an 
appropriate cost causative allocation methodology. 

• IT Governance. Comprises an IT Program Management Office and Business 
Office focused on establishing standard processes, procedures and methods 
and Enterprise Architecture and Planning responsible for comprehensive 
enterprise strategic planning and architecture standards and assurance. 

Cost Assignment: 

• Service costs are allocated to Client Companies based on an IT Service 
Billings ratio of each Client Company or an appropriate cost causative 
allocation methodology. 

Security 

Includes the costs of providing Corporate and Information Security services for 
the Client Companies (formerly part oflT Governance) 

• Corporate Security and Analysis. Provides security policy development and 
alignment with policies and strategic initiatives; Intelligence gathering and 
analytical services across the corporation to include threat I risk assessments 
and recommendations. 

• Information Security. Develop, maintain and enforce a security strategy, 
policy and standards framework that aligns Exelon business need, legislative 
and regulatory requirements, and industry standard practices. 

Cost Assignment 

• Costs for Corporate and Information Security services which are specific 
to one Client Company are directly charged to the respective Client 
Company. 
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• Service costs are allocated to Client Companies based on an IT Service 
Billings ratio of each Client Company or an appropriate cost causative 
allocation methodology which varies by service. 

Supply 

Includes the costs of providing services related to the supply function for the 
Client Companies. Does not include costs of the materials/services purchased 
under the Purchase Orders/Contracts established by BSC Supply Services group 
or the purchase or sale of power. 

• Strategic Sourcing. Manages the sourcing of categories across Exelon, drives 
total cost of ownership, and manages supplier relationships. 

• Supply Operations. Provides tactical support to business unit operations, 
including logistics and warehousing for Exelon Generation. Embedded 
Supply employees perform these services for the Utilities. 

• Supply Support. Comprises e-business functions, supply projects, and 
diversity initiatives, as well as policies, programs, systems and decision 
support systems. 

Cost Assignment: 

• Whenever possible, service costs are directly charged to Client 
Companies. 

• Remaining service costs are allocated to Client Companies based on 
various expenditure-spend methodologies (generally, the services and/or 
materials purchased by each Client Company). 

• Accounts Payable. Processes invoices and administers the P-Card 
(purchasing-card) program. 

Cost Assignment: 

• Accounts payable service costs are directly charged to Client Companies 
on a unit price based on transactions processed for each Client Company. 

Legal Services 

• Corporate & Commercial. Provides legal support for commercial contract 
negotiations, acquisitions, intellectual property, strategy, securities, financial 
reporting, real estate, nuclear related issues, bankruptcy, credit and 
collections, environmental, general corporate, and other transactional matters. 

• Environmental. Provides legal support for the defense of agency enforcement 
actions, compliance counseling, environmental matters relevant to permitting 
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and re-licensing of generation facilities, support for safety and OSHA 
compliance, EHS compliance audits and NRC investigations. 

• Labor & Employment. Represents Exelon's Client Companies in a wide 
range of employment related matters before agencies, arbitrators, and state 
and federal courts; provides advice and counsel on all labor and employment 
related matters. 

• Litigation. Provides legal support for all forms of disputes, including breach 
of contract, commercial disputes, personal injury, and property damage. 

• Regulatory. Represents Exelon's Client Companies before various regulatory 
agencies, including the Illinois Commerce Commission, the Pennsylvania 
Public Utility Commission, Maryland Public Service Commission, New 
Jersey Board of Public Utilities, Delaware Public Service Commission, 
Public Service Commission of the District of Columbia and the Federal 
Energy Regulatory Commission. 

• Client Services. Comprised of the business functions of the Legal 
Department, including financial management, client billing, business 
planning and analysis, human resources, systems management, and general 
administration. 

Cost Assignment: 

• Costs for lawyers and paralegals are directly charged to Client 
Companies when possible and the remaining services are allocated on the 
Modified Massachusetts Formula, an average of each Client Company's 
Gross Revenues, Total Assets and Direct Labor to the totals of all Client 
Companies. 

Human Resources 

Human Resources is divided into two groups - (i) General HR activities, 
including support functions such as diversity, planning and development, 
employee health and benefits, compensation planning, management and employee 
development; HR planning, technology and metrics for HR field units; worker's 
compensation administration; benefits administration services; payroll processing; 
my HR Service Center Support, HR/Payroll system maintenance and HR process 
improvement support and metric reporting; (ii) Labor Relations, including 
development and management of labor relations strategy in support of business 
units with represented employees. 

Cost Assignment: 

• Whenever possible, service costs are directly charged to Client 
Companies. 

• Most general Human Resources Activities costs are directly charged to 
Client Companies on a unit price basis based on the total employee 
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headcount of each Client Company. Payroll processing costs are directly 
charged to Client Companies on a unit price based on paycheck counts of 
each Client Company. 

• Labor Relations costs are directly charged to Client Companies on a unit 
price basis based on the headcount of represented employees of each 
Client Company or direct charged based on time and materials. 

Transportation 

• Transportation. Coordinates corporate aircraft services. 

Cost Assignment: 

• Service costs are directly charged to Client Companies on a unit price 
based on total occupied flight hours of each Client Company. 

Real Estate 

Includes real estate portfolio and asset management strategy, lease administration 
for facilities, land or infrastructure obligations, property management, mail 
services and other real estate consulting services, generally concentrating on non
utility and non-power plant operations. 

Cost Assignment/or the above mentioned area: 

• Service costs are allocated to Client Companies based on occupied square 
footage. 

2) EXELON UTILITIES AREA 

Exelon Utilities is comprised of a small utility-focused corporate governance and 
oversight function that will facilitate collaboration among the utilities to achieve 
the highest standards of organizational effectiveness, operational excellence, 
financial discipline and efficiency, and customer and stakeholder satisfaction. 

Utility Planning & Performance includes oversight and coordination of the 
business planning process, benchmarking and surveys, performance indicators, 
utility-wide performance and process improvement initiatives, financial reports, 
Exelon quarterly management meeting coordination, reporting for Utility Board 
of Directors and the Energy Delivery Oversight Committee of the Exelon Board 
of Directors, synergy tracking and reporting, regulatory policy and issues 
alignment, cost management initiatives, and SLA/ ALA coordination. 
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Utility Oversight includes governance and oversight of a Peer Group structure 
that aligns across the client utilities to drive consistency, best practices and 
innovation in the core functions of the Management Model; tracks performance 
regarding key performance indicators, improvement initiatives and industry 
standards; analyzes opportunities and develops recommendations on issues 
pertinent to leadership; and provides oversight of Management Model 
documentation integration across the Utilities. 

Cost Assignment/or the above mentioned groups: 

• Whenever possible, service costs are directly charged to specific utility 
companies. 

• The remaining corporate governance costs that cannot be directly charged 
are allocated to the Utilities based on a utility variation of the Modified 
Massachusetts Formula, an average of each utility's Gross Revenues, 
Total Assets and Direct Labor to the totals of all utility companies. 

Transmission Strategy & Compliance manages the Exelon Utilities' interface 
with the applicable regional transmission and reliability organizations. manages 
the NERC Reliability Standard Compliance program to ensure ongoing 
compliance with NERC Standards, represents utilities' interests and implements 
corporate strategy in both PJM Regional Transmission Organization and Regional 
Reliability Organization stakeholder proceedings, and also includes oversight of 
GAS DOT compliance. 

Cost Assignment: 

• Whenever possible, service costs are directly charged to specific utility 
companies. 

• Remaining service costs that benefit participating utilities are allocated 
for transmission related activities based on transmission peak load 
allocation, or allocated based on total gas delivered for Gas DOT 
compliance activities. 

3) CORPORATE GOVERNANCE AREAS 

The Corporate Governance Areas house employees who provide corporate governance 
services for the Exelon system of companies. The Corporate Governance Areas in BSC 
include: 

Finance. Includes Senior Executive Vice President and CFO Exelon, Finance, 
Treasury (cash management services, facility and commitment fees, letter of 
credit fees, and bank service fees), Controller, External Audit fees, Tax 
(consolidated Federal and state returns), Financial Planning and Analysis, Internal 
Audit and Financial Controls (Sarbanes-Oxley compliance), Risk Management, 
Investor Relations, Capital Markets, Insurance Services, and External Reporting. 
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Executives and General DSC Activities. Includes Exelon senior leadership 
positions including President and Chief Executive Officer and other Executive 
Committee members. Also includes general activities, such as income and other 
taxes, severance and interest, and Board of Directors costs and shareholder 
meetings. 

Communications, Public Advocacy and Corporate Relations. Includes Exelon 
Corporation advertising/brand management, donations/contributions, 
sponsorships and annual report creation, shareholder/investor external 
communications, and other communication services; as well as Client Company 
public advocacy, advertising, coordination of donations/contribution approval, 
corporate/media relations, and corporate and external communications; public 
affairs activities; internal communications; and photography, videography and 
video production services. 

Governmental and Regulatory Affairs and Public Policy. Includes executive 
oversight; management services for compliance with Federal laws, regulations 
and other policy requirements including relationship management with Congress, 
Administration and regulators; strategy development and lobbying and advocacy 
related to Federal legislative and regulatory initiatives; wholesale market 
development activities; competition initiative activities; PAC administration and 
operation; grassroots activities; and Federal public affairs activities. 

Legal Governance. Includes General Counsel, Corporate Strategy, and the 
Corporate Governance group (including the corporation's compliance and ethics 
program and Corporate Secretary and shareholder services). 

Corporate Development. Includes strategic expertise and governance in the 
evaluation and execution of merger and acquisition opportunities, evaluating 
company assets for divestiture opportunities, and providing financial and 
transactional support to restructuring projects. 

Corporate Transmission Analysis & Development. Reports to 
Corporate Development and includes a transmission projects evaluation 
and development group. (Service costs are direct charged to the Exelon 
Transmission Company and related transmission projects). 

Physical Security. Includes corporate security functions such as security 
investigations and assessments, crisis management response and security related 
training. 

Investments. Includes determining the investment strategy and asset allocation 
ofExelon's pension funds, VEBA post retirement funds and nuclear 
decommissioning funds, managing relationships with investment managers, 
overseeing daily investment activities and maintaining a well-diversified 
investment menu for the Employee Savings Plans. (Certain Investments Area 
costs are reimbursable by and therefore billed directly to the applicable funds and 
plans). 

Cost Assignment for tile Corporate Governance Areas: 
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• Whenever possible, service costs are directly charged to Client 
Companies. 

• The remaining corporate governance costs that cannot be directly charged 
are allocated to Client Companies based on the Modified Massachusetts 
Formula, an average of each Client Company's Gross Revenues, Total 
Assets and Direct Labor to the totals of all Client Companies. 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Atlantic City Electric Company 
Location: 500 N. Wakefield Drive, Mailstop 92DC42, Newark, DE 19702 
Type of Business: Electric Utility 

Directors Effective 

Velazquez, David M. Director 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Velazquez, David M. Chief Executive Officer 03/23/2016 

Anthony, J. Tyler Chief Operating Officer 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Anthony, J. Tyler Senior Vice President 03/23/2016 

Bonney, Paul R. Senior Vice President, Legal and Regulatory  
Strategy 

04/05/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Aiken, Robert Vice President 03/23/2016 

Brummitt, Sandra Vice President, Tax 03/23/2016 

Fisher, Sandra Vice President, Transmission and Substations 12/12/2016 

Humphrey, Marissa Vice President, Financial Planning and Analysis 03/23/2016 

Maione, Vincent Vice President 03/23/2016 

Maxwell, Michael W. Vice President, Support Services 05/05/2017 

McGowan, Kevin M. Vice President, Regulatory Policy and Strategy 03/23/2016 

Ortega, Miguel Vice President, Technical Services 11/18/2016 

Poncia, Michael Vice President, Customer Operations 03/23/2016 

Stark, Wendy Vice President 03/23/2016 

Sullivan, William Vice President, Electric & Gas Operations 05/05/2017 

Vosvick II, David L. Vice President, Human Resources 05/05/2017 

Lyman, Jonathan Assistant Vice President, Taxes 05/02/2017 

Aiken, Robert Controller 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Chopra, Shravan Assistant Treasurer 04/21/2017 

Graham, Elisabeth J. Assistant Treasurer 05/02/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 

Smith, Katherine A. Assistant Secretary 05/09/2017 

Tookes, Ryan Assistant Secretary 03/23/2016 

Stark, Wendy General Counsel 03/23/2016 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Atlantic City Electric Transition Funding LLC 
Location: 500 N. Wakefield Drive, Mailstop 92DC42, Newark, DE 19702 
Type of Business: Special purpose securitization entity 

Directors Effective 

Velazquez, David M. Chairman 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Velazquez, David M. Chief Executive Officer 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Aiken, Robert Vice President 03/23/2016 

Terry, Jr., Thomas D. Vice President, Tax 03/23/2016 

Eischen, Denis M. Assistant Vice President, Taxes 03/23/2016 

Kleczynski, Robert A. Assistant Vice President, Taxes 03/23/2016 

Aiken, Robert Controller 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 

Snyder, Jeffery E. Assistant Secretary 03/23/2016 

Lyman, Jonathan Pending Election Consent 

Managers Effective 

Manager Fioravanti, Albert 03/23/2016 

Manager Kinzel, Donna J. 03/23/2016 

Manager McGowan, Kevin M. 03/23/2016 

Manager Padula, Leonard J. 05/20/2016 

Manager Velazquez, David M. 03/23/2016 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Baltimore Gas and Electric Company 
Location: 2 Center Plaza, 110 West Fayette Street Baltimore, MD 21201 
Type of Business: Combination electric and gas utility 

Directors Effective 

Berzin, Ann C. Director 12/01/2013 

Butler, Jr., Calvin G. Director 03/01/2014 

Crane, Christopher M. Director 03/13/2012 

Cryor, Michael E. Director 03/13/2012 

Curtiss, James R Director 03/13/2012 

Haskins, Joseph L Director 09/27/2008 

O'Brien, Denis P. Director 03/13/2012 

Sullivan, Michael D Director 09/27/2008 

Tildon, Maria Director 08/15/2016 

Officers Effective 
Crane, Christopher M. Chairman of the Board 05/10/2012 

O'Brien, Denis P. Vice Chairman 05/10/2012 

Woerner, Stephen J President 03/01/2014 

Butler, Jr., Calvin G. Chief Executive Officer 03/01/2014 

Woerner, Stephen J Chief Operating Officer 05/10/2012 

Biagiotti, Robert Chief Customer Officer 01/19/2015 

Vahos, David Chief Financial Officer 05/12/2014 

Ńuňez, Alexander Senior Vice President, Regulatory and External 
Affairs 

04/04/2016 

Vahos, David Senior Vice President 03/24/2016 

Bergman, William A. Vice President, Health & Benefits 08/01/2015 

Biagiotti, Robert Vice President, Customer Operations 01/19/2015 

Burton, Christopher A Vice President, Electric Distribution Operations 05/19/2014 

Case, Mark D Vice President, Regulatory Policy and Strategy 06/22/2015 

Dickens, Derrick Vice President, Technical Services 02/22/2016 

Dodson, Carol A. Vice President, Support Services 01/19/2015 

Gahagan, Daniel P. Vice President 05/10/2012 

Galambos, Lisa Denise Vice President, Human Resources 05/30/2017 

Holmes, Andrew Vice President 03/24/2016 

McClure, Valencia Vice President, Governmental and External Affairs 04/04/2016 

McMullen, Christie Vice President, Gas 01/19/2015 

Stokes, Darryl Vice President, Electric Transmission & Substation 09/08/2014 

Terry, Jr., Thomas D. Vice President, Taxes 08/29/2012 

Kavanagh, Peter J. Assistant Vice President, HR Shared Services 08/01/2015 

Brummitt, Sandra Assistant Vice President, Taxes 08/29/2012 

Whitehead, Donna Assistant Vice President, Taxes 06/06/2013 

Holmes, Andrew Controller 03/24/2016 

Vahos, David Treasurer 05/12/2014 

Wilson, Bruce G. Secretary 05/10/2012 

Chopra, Shravan Assistant Treasurer 04/21/2017 

Graham, Elisabeth J. Assistant Treasurer 05/02/2016 

Buck, Brian Assistant Secretary 03/24/2016 

Page 3 



 

 
 

09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Officers 
Effective 

Gahagan, Daniel P. Assistant Secretary 06/06/2013 
Peters, Scott N. Assistant Secretary 05/10/2012  
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Smith, Katherine A. Assistant Secretary 05/30/2017 

Officers 

Baltimore Gas and Electric Company – (Continued)



 

 
09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Commonwealth Edison Company 
Location: 440 South LaSalle Street Chicago, IL 60605 
Type of Business: Electric Utility 

Directors Effective 

Compton, James W. Director 09/18/2006 

Crane, Christopher M. Director 03/01/2012 

Crown, A. Steven Director 05/09/2011 

DeBenedictis, Nicholas Director 11/01/2013 

Fazio, Jr., Peter V. Director 10/29/2007 

Moskow, Michael H. Director 01/28/2008 

O'Brien, Denis P. Director 03/12/2012 

Pramaggiore, Anne R. Director 02/24/2012 

Ruiz, Jesse H. Director 10/16/2006 

Officers Effective 
Crane, Christopher M. Chairman 03/01/2012 

O'Brien, Denis P. Vice Chairman 03/12/2012 

Pramaggiore, Anne R. President 05/11/2009 

Pramaggiore, Anne R. Chief Executive Officer 02/24/2012 

Donnelly, Terence R. Chief Operating Officer 02/24/2012 

Trpik, Joseph R. Chief Financial Officer 07/06/2009 

Donnelly, Terence R. Executive Vice President 02/24/2012 

Blaise, Michelle M. Senior Vice President, Technical Services 05/12/2014 

Gómez, Verónica Senior Vice President, Regulatory and Energy Policy 12/31/2016 

Jensen, Val Senior Vice President, Customer Operations 02/24/2012 

Marquez, Fidel Senior Vice President, Governmental and External 
Affairs 

02/24/2012 

McGuire, Timothy M. Senior Vice President, Distribution Operations 06/06/2016 

Trpik, Joseph R. Senior Vice President 07/06/2009 

Akridge, Isaac Vice President, Distribution Operations, City 07/25/2016 

Bergman, William A. Vice President, Health & Benefits 08/01/2015 

Borggren, Erica Vice President, Communications 04/06/2015 

Brinkman, Christine M. Vice President, Customer Revenue Assurance 10/17/2016 

Colleti, Valerie Vice President, Distribution Operations 12/14/2015 

Colvin, Marlow Vice President, Governmental Affairs 06/26/2012 

Conway, James M. Vice President, Customer Field Operations 07/23/2012 

Donovan, Ronald E. Vice President, Customer Channels 08/12/2013 

Falcone, Mark Vice President, Support Services 10/17/2016 

Kozel, Gerald Vice President 03/01/2013 

Maletich, Cheryl Vice President, Distribution Systems Operations 08/12/2013 

McMahan, Michael B. Vice President, Advanced Metering Infrastructure 
(AMI) Implementation 

08/12/2013 

Morris, Tracie Vice President, Human Resources 02/13/2012 

Owens, Sheila A. Vice President, Economic Development 02/24/2012 

Park, Jane Vice President, Regulatory Policy and Strategy 11/02/2015 

Perez, David R. Vice President, Transmission and Substations 06/06/2016 

Svachula, Joseph E. Vice President, Smart Grid & Technology 08/12/2013 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Officers Effective 

Terry, Jr., Thomas D. Vice President, Taxes 11/01/2003 

Vogt, Scott A. Vice President, Energy Acquisitions 05/19/2014 

Washington , Melissa Vice President, External Affairs and Large Customer 
Service 

05/02/2016 

Kavanagh, Peter J. Assistant Vice President, HR Shared Services 08/01/2015 

Brummitt, Sandra Assistant Vice President, Taxes 09/14/2012 

Kleczynski, Robert A. Assistant Vice President, Taxes 11/01/2003 

Williams, Feyisara Assistant Vice President, Taxes 09/30/2015 

Kozel, Gerald Controller 03/01/2013 

Trpik, Joseph R. Treasurer 07/06/2009 

Wilson, Bruce G. Secretary 04/25/2012 

Bobek, John Accountant 07/25/2012 

Chopra, Shravan Assistant Treasurer 04/21/2017 

Graham, Elisabeth J. Assistant Treasurer 12/19/2016 

Buck, Brian Assistant Secretary 04/25/2016 

Peters, Scott N. Assistant Secretary 03/12/1998 

Smith, Katherine A. Assistant Secretary 07/26/2017 

Page 6 

Gómez, Verónica General Counsel 12/31/2016 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Delmarva Power & Light Company 
Location: 500 N. Wakefield Drive, Mailstop 92DC42, Newark, DE 19702 
Type of Business: Combination gas and electric utility 

Directors Effective 

O'Brien, Denis P. Director 03/23/2016 

O'Brien, Denis P. Chairman 03/23/2016 

Velazquez, David M. Director 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Velazquez, David M. Chief Executive Officer 03/23/2016 

Anthony, J. Tyler Chief Operating Officer 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Anthony, J. Tyler Senior Vice President 03/23/2016 

Bonney, Paul R. Senior Vice President, Legal and Regulatory Strategy 04/05/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Aiken, Robert Vice President 03/23/2016 

Brummitt, Sandra Vice President, Tax 03/23/2016 

Fisher, Sandra Vice President, Transmission and Substations 12/12/2016 

Humphrey, Marissa Vice President, Financial Planning and Analysis 03/23/2016 

Maxwell, Michael W. Vice President, Support Services 05/05/2017 

McGowan, Kevin M. Vice President, Regulatory Policy and Strategy 03/23/2016 

Ortega, Miguel Vice President, Technical Services 11/18/2016 

Poncia, Michael Vice President, Customer Operations 03/23/2016 

Stark, Wendy Vice President 03/23/2016 

Stockbridge, Gary R. Vice President 03/23/2016 

Sullivan, William Vice President, Electric & Gas Operations 05/05/2017 

Terry, Jr., Thomas D. Vice President, Tax 03/23/2016 

Vosvick II, David L. Vice President, Human Resources 05/05/2017 

Eischen, Denis M. Assistant Vice President, Taxes 03/23/2016 

Kleczynski, Robert A. Assistant Vice President, Taxes 03/23/2016 

Lyman, Jonathan Assistant Vice President, Taxes 05/02/2017 

Aiken, Robert Controller 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Chopra, Shravan Assistant Treasurer 04/21/2017 

Graham, Elisabeth J. Assistant Treasurer 05/02/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 

Smith, Katherine A. Assistant Secretary 05/09/2017 

Snyder, Jeffery E. Assistant Secretary 03/23/2016 

Stark, Wendy General Counsel 03/23/2016 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Exelon Business Services Company, LLC 
Type of Business: 10 South Dearborn Street Chicago, IL 60680 
Type of Business: Public Utility Holding Company Service Company 

Officers Effective 
Aliabadi, Paymon Chief Enterprise Risk Officer 09/09/2013 

Best, Amy E. Chief Human Resources Officer 03/12/2012 

Clewett, Thomas A. Chief Technology Officer 03/12/2012 

Crowley, Kyle B. Chief Development Officer 12/03/2010 

Gould, Christopher D. Chief Innovation Sustainability Officer 04/04/2016 

Hamilton, Amy Chief of Staff 09/07/2015 

Khouzami, Carim V Chief Financial Officer, Exelon Utilities 03/23/2016 

Koehler, Michael Chief Digital Officer 03/28/2016 

Koehler, Michael Chief Information Officer 03/28/2016 

O'Brien, David M. Chief Supply Officer 06/06/2016 

Wallace, Sue E. Chief of Staff 01/01/2010 

Aliabadi, Paymon Executive Vice President 09/09/2013 

Dominguez, Joseph Executive Vice President, Governmental & 
Regulatory Affairs & Public Policy 

03/09/2015 

Reidy, M. Bridget Executive Vice President, Corporate Operations 03/21/2016 

Barron, Kathleen Senior Vice President, Federal Regulatory Affairs and
Wholesale Market Policy 

03/12/2012 

Best, Amy E. Senior Vice President 03/12/2012 

Chopra, Shravan Senior Vice President, Finance 03/28/2016 

Crowley, Kyle B. Senior Vice President 12/03/2010 

DesParte, Duane M. Senior Vice President 03/01/2013 

Eggers, Daniel Senior Vice President, Investor Relations 03/29/2016 

FitzPatrick, Maggie Senior Vice President, Corporate Affairs, Philanthropy
and Customer Engagement 

08/29/2016 

Gillen, John J. Senior Vice President, Utility Strategy and 
Performance 

04/02/2012 

Gould, Christopher D. Senior Vice President, Corporate Strategy 03/12/2012 

Ivey, Susan O. Senior Vice President, Transmission Strategy and 
Compliance 

04/04/2016 

Khouzami, Carim V Senior Vice President 03/23/2016 

Koehler, Michael Senior Vice President 03/28/2016 

Kormos, Michael Senior Vice President, Wholesale Markets & 
Transmission Policy 

06/13/2016 

O'Brien, David M. Senior Vice President 06/06/2016 

Robinson, Kenneth B. Senior Vice President, Audit & Controls 08/01/2016 

Terry, Jr., Thomas D. Senior Vice President 03/01/2013 

Wilson, Bruce G. Senior Vice President 08/01/2008 

Abbott, Kathleen Vice President, Business Operations & Technical 
Support 

03/28/2016 

Alden, Mark F. Vice President, Utility Oversight 06/17/2013 

Bartucci, Carol Vice President, IT, ComEd & EU Digital 03/13/2017 

Bateman, Sylvia L. Vice President, Supply, Corporate Sourcing 03/12/2012 

Berg, William Vice President, Wholesale Market Development 07/01/2013 

Bergman, William A. Vice President, Health & Benefits 03/12/2012 

Botticelli, Nick Vice President, Investment Strategy 07/24/2017 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Officers Effective 
Boyd, Jennifer Vice President, Talent Management & Organization 

Effectiveness 
03/01/2016 

Braun, Traci M. Vice President, Litigation 03/20/2017 

Brown, R. Scott Vice President, Strategic Initiatives and Analysis 01/01/2017 

Browning, Mark E. Vice President, IT Exelon Utilities 02/09/2015 

Buwalda, Lois K. Vice President, IT Generation 06/26/2017 

Calabrese, James L. Vice President, IT PHI & EU Work/Asset Management 06/12/2017 

Cavalcanto, Jay Vice President, Cloud and IT Infrastructure Eng 07/13/2015 

Clewett, Thomas A. Vice President 03/12/2012 

Culver, Carter C. Vice President 08/01/2008 

Dardis, David O. Vice President 03/12/2012 

Darin, Scott D. Vice President, Transportation 06/12/2017 

Derry, Mark Vice President, Utility Planning and Performance 03/12/2012 

Diaz, David Vice President, Finance, Constellation 04/13/2015 

Diaz, Jr., Romulo L. Vice President 03/12/2012 

Dickson, Andrew Vice President, Cloud and IT Infrastructure Ops 07/13/2015 

Duncan, Emily Vice President, Federal Affairs and Public Policy 12/12/2016 

Elebua, Sunny Vice President, Corporate Strategy 06/15/2015 

English III, Matthew E. Vice President, HR Operations 03/12/2012 

Fein, David I. Vice President, State Government Affairs East 03/12/2012 

Fewell, J. Bradley Vice President 06/11/2012 

Gahagan, Daniel P. Vice President 03/12/2012 

Galambos, Lisa Denise Vice President, HR Operations, BGE 05/05/2017 

Garrido, Kevin Vice President, Investor Relations 12/12/2016 

Gauch, Jr., Robert J. Vice President, Credit Risk 03/12/2012 

Gilbert, David M. Vice President, Federal Government Affairs 03/12/2012 

Goetz, Frank Vice President, Chief Security Officer 07/29/2013 

Gooder, Matthew A. Vice President, Supply Operations and Sourcing 06/06/2016 

Green, Shaina Vice President, IT Commercial 09/05/2017 

Greig, Karen L. Vice President, HR Operation, Exelon Generation 03/12/2012 

Hamilton, Amy Vice President 09/07/2015 

Hemmady, Neena Vice President, Enterprise Risk 
Management - Operations 

09/29/2014 

Herwig, Jennifer Vice President, HR Ops, Constellation 10/24/2016 

Hurley, Michele Vice President, Supply Integration 03/23/2016 

Hurst, Brian Vice President, Utility Analytics 01/23/2017 

Jandacek, Edward Vice President, Supply Operations & Sourcing, 
Utilities 

03/12/2012 

Jezic, Nina L. Vice President, Deputy General Counsel, Retail 06/30/2014 

Keys, Kristopher Vice President 03/12/2012 

Kleczynski, Robert A. Vice President, Tax 04/07/2014 

Kuo, Deborah M. Vice President, Real Estate and Facilities 03/12/2012 

Ludford, Mary E. Vice President, Corporate Operations 06/06/2016 

Lyman, Kelly Vice President, IT, PECO & EU Real Time 09/05/2017 

Martinez, Annette Vice President, Communications, ComEd 08/07/2017 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Officers Effective 
Medina, Jean Vice President, Corporate Communications 01/30/2017 

Menendez, Michael Vice President, IT, BGE & EU Customer 03/13/2017 

Montgomery, Brian M. Vice President, Employee and Labor Relations 03/12/2012 

Murray, Janese F. Vice President, Diversity and Inclusion 03/12/2012 

Myers, Douglas Vice President, IT Pepco Holdings 03/23/2016 

Naumann, Steven T. Vice President, Transmission and NERC Policy 03/12/2012 

O'Brien, Anastasia M. Vice President 04/19/2010 

Pechin, Michael Vice President, Wholesale Operations Exelon 03/12/2012 

Peery, Karen J. Vice President, Special Projects 06/26/2017 

Perkins, Kevin Vice President, Corporate & Information Security 
Services 

09/26/2016 

Poggensee, Robert R. Vice President, Enterprise Solutions 07/29/2013 

Prescott, Gary Vice President, Corporate Compensation 03/12/2012 

Reese, Hallie Vice President, Utility Oversight 04/18/2016 

Renne, Garth Vice President, Enterprise Risk 
Management - Analytics 

09/29/2014 

Rider, Susan H. Vice President 03/12/2012 

Scott, William A. Vice President, State Government Affairs West and 
South 

03/12/2012 

Solomon, Steven J. Vice President, Corporate Relations 03/12/2012 

Stark, Wendy Vice President 03/23/2016 

Villa, David J. Vice President, Integration 03/12/2012 

Wallace, Sue E. Vice President 01/01/2010 

Wallace, Andre Vice President, Office of the CIO 03/27/2017 

Williams, Jeffrey R. Vice President, Corporate Finance, Planning & 
Analysis 

03/28/2016 

Kavanagh, Peter J. Assistant Vice President, HR Shared Services 08/01/2015 

Eischen, Denis M. Assistant Vice President, Taxes 05/20/2010 

DesParte, Duane M. Corporate Controller, Exelon 03/01/2013 

Chopra, Shravan Treasurer 04/21/2017 

Wilson, Bruce G. Secretary 06/30/2009 

Coulby, Harold (Barry) Assistant Treasurer 09/12/2016 

Graham, Elisabeth J. Assistant Treasurer 05/16/2016 

Buck, Brian Assistant Secretary 05/16/2016 

Peters, Scott N. Assistant Secretary 12/01/2007 

Smith, Katherine A. Assistant Secretary 05/05/2017 

Zack, Ronald L. Assistant Secretary 12/01/2007 

Terry, Jr., Thomas D. General Tax Officer 03/01/2013 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Exelon Corporation 
Location: 10 South Dearborn Street – P.O. Box 805379 – Chicago, IL 60680 
Type of Business: Public Utility Holding Company  

Directors Effective 

Anderson, Anthony K. Director 02/01/2013 

Berzin, Ann C. Director 03/12/2012 

Crane, Christopher M. Director 03/12/2012 

de Balmann, Yves C. Director 03/12/2012 

DeBenedictis, Nicholas Director 04/23/2002 

Gioia, Nancy Lee Director 02/01/2016 

Jojo, Linda P. Director 09/01/2015 

Joskow, Paul Director 07/23/2007 

Lawless, Robert J. Director 03/12/2012 

Mies, Richard W. Director 02/02/2009 

Rogers, John W. Director 10/20/2000 

Shattuck, Mayo A III Director 03/12/2012 

Shattuck, Mayo A III Chairman of the Board 03/12/2012 

Steinour, Stephen D. Director 05/08/2007 

Officers Effective 
Crane, Christopher M. President 09/23/2008 

Crane, Christopher M. Chief Executive Officer 03/12/2012 

Cornew, Kenneth W. Senior Executive Vice President 05/28/2013 

O'Brien, Denis P. Senior Executive Vice President 03/12/2012 

Thayer, Jonathan W. "Jack" Senior Executive Vice President 07/01/2014 

VonHoene, William A. Senior Executive Vice President 03/12/2012 

O'Brien, Denis P. Chief Executive Officer, Exelon Utilities 03/12/2012 

VonHoene, William A. Chief Strategy Officer 03/12/2012 

Aliabadi, Paymon Chief Enterprise Risk Officer 09/09/2013 

Best, Amy E. Chief Human Resources Officer 03/12/2012 

Brown, Douglas J. Chief Investment Officer 11/16/2009 

Cornew, Kenneth W. Chief Commercial Officer 03/12/2012 

Crowley, Kyle B. Chief Development Officer 10/26/2009 

Gould, Christopher D. Chief Innovation Sustainability Officer 04/04/2016 

Koehler, Michael Chief Digital Officer 03/28/2016 

Koehler, Michael Chief Information Officer 03/28/2016 

Thayer, Jonathan W. "Jack" Chief Financial Officer 03/12/2012 

Aliabadi, Paymon Executive Vice President 09/09/2013 

Dominguez, Joseph Executive Vice President, Governmental and 
Regulatory Affairs and Public Policy 

03/09/2015 

Nigro, Joseph Executive Vice President 05/28/2013 

Reidy, M. Bridget Executive Vice President, Corporate Operations 03/21/2016 

Barron, Kathleen Senior Vice President, Federal Regulatory Affairs and
Wholesale Market Policy 

03/12/2012 

Best, Amy E. Senior Vice President 03/12/2012 

Brown, Douglas J. Senior Vice President 11/16/2009 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Officers Effective 
Brown, David C. Senior Vice President, Federal Government Affairs & 

Public Policy 
04/05/2010 

Chopra, Shravan Senior Vice President, Finance 04/21/2017 

Crowley, Kyle B. Senior Vice President 12/03/2010 

Dardis, David O. Senior Vice President 04/05/2016 

DesParte, Duane M. Senior Vice President 03/01/2013 

FitzPatrick, Maggie Senior Vice President, Corporate Affairs, Philanthropy
and Customer Engagement 

08/29/2016 

Gould, Christopher D. Senior Vice President, Corporate Strategy 03/12/2012 

Koehler, Michael Senior Vice President 03/28/2016 

Kormos, Michael Senior Vice President, Wholesale Markets & 
Transmission Policy 

06/13/2016 

O'Neill, Thomas S. Senior Vice President 12/31/2016 

Robinson, Kenneth B. Senior Vice President, Audit & Controls 08/01/2016 

Terry, Jr., Thomas D. Senior Vice President 03/01/2013 

Wilson, Bruce G. Senior Vice President 08/01/2008 

Eischen, Denis M. Assistant Vice President, Taxes 05/20/2010 

Kleczynski, Robert A. Assistant Vice President, Taxes 05/20/2010 

Chopra, Shravan Treasurer 04/21/2017 

Wilson, Bruce G. Corporate Secretary 06/30/2009 

DesParte, Duane M. Corporate Controller 02/10/2008 

Brown, Douglas J. Assistant Treasurer 11/16/2009 

Coulby, Harold (Barry) Assistant Treasurer 09/12/2016 

Graham, Elisabeth J. Assistant Treasurer 12/19/2016 

Buck, Brian Assistant Secretary 04/25/2016 

Peters, Scott N. Assistant Secretary 10/20/2000 

Smith, Katherine A. Assistant Secretary 04/24/2017 

Zack, Ronald L. Assistant Secretary 08/08/2005 

O'Neill, Thomas S. General Counsel 12/31/2016 

Terry, Jr., Thomas D. General Tax Officer 04/30/2001 

Dardis, David O. Deputy General Counsel 04/05/2016 

Wilson, Bruce G. Deputy General Counsel 08/01/2008 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Exelon Generation Company, LLC 
Location: 300 Exelon Way – Kennett Square, PA 19348 
Type of Business: Owns Exelon’s generating assets; Coordinates dispatch and sale of generation

Officers Effective 
Cornew, Kenneth W. President 05/28/2013 

DeGregorio, Ronald President, Exelon Power 03/05/2012 

Hanson, Bryan C. President, Exelon Nuclear 01/05/2015 

Huston, Mark P. President, Retail, Constellation 05/28/2013 

Cornew, Kenneth W. Chief Executive Officer 05/28/2013 

Nigro, Joseph Chief Executive Officer, Constellation 05/28/2013 

Aliabadi, Paymon Chief Enterprise Risk Officer 09/09/2013 

Barnes, John F. Chief Operating Officer, Exelon Power 03/12/2012 

Hanson, Bryan C. Chief Nuclear Officer 01/05/2015 

Pacilio, Michael J. Chief Operating Officer 01/05/2015 

Rhoades, David P. Chief Operating Officer, Fleet Operations EN 06/29/2015 

Williamson, Olufunmilayo (Funmi) Chief Commercial Risk Officer 07/03/2017 

Wright, Bryan P. Chief Financial Officer 01/09/2013 

Aliabadi, Paymon Executive Vice President 09/09/2013 

Dominguez, Joseph Executive Vice President, Governmental and 
Regulatory Affairs 

03/09/2015 

Pacilio, Michael J. Executive Vice President 01/05/2015 

Barnes, John F. Senior Vice President, Exelon Generation 03/12/2012 

DeGregorio, Ronald Senior Vice President, Exelon Generation 03/05/2012 

Dougherty, Thomas J. Senior Vice President, Mid-Atlantic Operations 05/18/2015 

Enright, Daniel J. Senior Vice President, Midwest Operations 07/08/2013 

Fewell, J. Bradley Senior Vice President, Regulatory Affairs 01/12/2015 

FitzPatrick, Maggie Senior Vice President, State Government Affairs 08/29/2016 

Fromer, Gary Senior Vice President, Load Response 08/22/2012 

Ganti, Ravi S. Senior Vice President, Portfolio Management & 
Strategy 

06/09/2017 

Greenlee, Scot A. Senior Vice President, Engineering & Technical 
Services 

07/15/2013 

Hanley, Timothy K. Senior Vice President, Nuclear Projects 11/02/2015 

Hanson, Bryan C. Senior Vice President 07/08/2013 

Hessen, Corey Senior Vice President, Proprietary Trading and Fuels 01/01/2017 

Landahl, Susan R. Senior Vice President, Organizational Effectiveness 
and Integrated Performance Assessment 

06/01/2015 

McHugh, James Senior Vice President, Wholesale Trading 06/09/2017 

Mudrick, Christopher H. Senior Vice President, Northeast Operations 05/18/2015 

Peterson, Carol R. Senior Vice President, Strategy & Planning 01/12/2015 

Sikora, David Senior Vice President, Engineering & Asset 
Management 

09/02/2014 

Williamson, Olufunmilayo (Funmi) Senior Vice President 07/03/2017 

Wright, Bryan P. Senior Vice President, Exelon Generation 01/09/2013 

Bauer, Matthew Vice President 03/24/2016 

Bergman, William A. Vice President, Health & Benefits 08/01/2015 
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Officers Effective 
Carty, James J. Vice President, Operations: Mid Atlantic & Northeast 

Region 
09/04/2017 

Chamria, Vivek Vice Preisdent, Proprietary Trading 12/17/2012 

Chung, David Vice President, LNG 05/08/2014 

Cloyd, Kathryn Vice President, Commercial Credit Risk 09/18/2017 

Coon, Russell G. Vice President, Accreditation and Training Strategy 01/26/2015 

Crowley, Kyle B. Vice President 10/26/2009 

Ellsworth, David C. Vice President, Exelon Energy 02/15/2010 

Flick, Elliott Vice President, Nuclear Engineering 09/05/2016 

Gallagher, Michael P. Vice President, License Renewal and 
Decommissioning 

04/27/2016 

Gellrich, George Vice President, Operations 04/07/2017 

Gorny, Vladimir Vice President, Risk Analytics and International 01/26/2015 

Greig, Karen L. Vice President, HR Operations, Exelon Generation 03/12/2012 

Haught, Daniel L. Vice President, Exelon Industrial Services 09/04/2017 

Hochberg, David Vice President, Natural Gas 03/03/2014 

Jones, Jeanne M. Vice President, Finance Nuclear 10/06/2014 

Jury, Keith R. Vice President, Licensing and Regulatory Affairs 03/30/2007 

Korn, Susan Vice President, Nuclear Projects and Asset 
Management 

01/25/2016 

Kray, Marilyn C. Vice President, Nuclear Technology Strategy, ENP 03/03/2015 

Lewis, David P. Vice President, Nuclear Oversight 07/10/2017 

Marik, Shane M. Interim Vice President, Fleet Support 04/17/2017 

Muntz, Joellen Burns Vice President, Organizational Performance 02/22/2016 

Newcomer, Mark Vice President, Operations Support 07/10/2017 

Pechin, Michael Vice President, Wholesale Operations Exelon 09/14/2012 

Petersen, Kenneth S. Vice President, Nuclear Fuels 08/22/2012 

Priolo, Philip Vice President, Commercial Risk Management 09/18/2017 

Rader, Judith Vice President, Communications 01/01/2017 

Randle, Gerome Vice President, South Region 03/12/2012 

Robinson, Glen E. Vice President, Operations: Renewables 09/04/2017 

Scobell, Daniel M. Vice President, Market Fundamentals and 
Transmission 

05/28/2013 

Sickle, Julie Vice President, Training 01/26/2015 

Smith, Michael D. Vice President, Innovation & Strategy Development 03/31/2016 

Stathes, Garey L. Vice President, Mid-Atlantic Operations 04/17/2017 

Swahl, William Vice President, Fleet Operations 09/04/2017 

Terry, Jr., Thomas D. Vice President, Taxes 10/23/2005 

Ullrich, Harald Vice President, Commercial Analytics 05/28/2013 

Callan, Edward W. Site Vice President, Three Mile Island 08/03/2015 

Kanavos, Mark Site Vice President, Byron Station 11/02/2015 

Karaba, Peter Site Vice President, Dresden Nuclear Power Station 02/01/2016 

Libra, Richard Site Vice President, Limerick Nuclear Power Station 06/22/2015 

Marchionda-Palmer, Marri Site Vice President, Braidwood Station 11/02/2015 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Officers Effective 
Moore, Timothy Site Vice President, Oyster Creek 04/17/2017 

Navin, Patrick Site Vice President, Peach Bottom Atomic Power 
Station 

03/20/2017 

Ohr, Kenneth Site Vice President, Quad Cities Nuclear Power 
Station 

06/13/2017 

Pacher, Joseph Site Vice President, FitzPatrick 03/27/2017 

Stoner, Theodore R. Site Vice President, Clinton Nuclear Power Station 11/02/2015 

Trafton, William Site Vice President, LaSalle Station 02/01/2016 

Kavanagh, Peter J. Assistant Vice President, HR Shared Services 08/01/2015 

Eischen, Denis M. Assistant Vice President, Taxes 09/14/2012 

Kleczynski, Robert A. Assistant Vice President, Taxes 05/20/2010 

Bauer, Matthew Controller 03/24/2016 

Chopra, Shravan Treasurer 04/21/2017 

Wilson, Bruce G. Secretary 07/05/2010 

Coulby, Harold (Barry) Assistant Treasurer 09/15/2016 

Graham, Elisabeth J. Assistant Treasurer 05/16/2016 

Buck, Brian Assistant Secretary 04/18/2016 

Cutler, Todd D. Assistant Secretary 10/23/2005 

Dardis, David O. Assistant Secretary 04/05/2016 

Fewell, J. Bradley Assistant Secretary 01/08/2009 

Peters, Scott N. Assistant Secretary 10/23/2005 

Smith, Katherine A. Assistant Secretary 05/05/2017 

Stepanuk, Kevin D. Assistant Secretary 01/08/2009 

Trask, Noel H. Assistant Secretary 12/16/2006 

Zack, Ronald L. Assistant Secretary 10/23/2005 

Fewell, J. Bradley General Counsel 01/12/2015 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

PECO Energy Company 
Location: P.O. Box 8699 2301 Market Street Philadelphia, PA 19101 
Type of Business: Combination electric and gas utility 

Directors Effective 

Adams, Craig L. Director 03/12/2012 

Crane, Christopher M. Director 03/12/2012 

D'Alessio, M. Walter Director 07/23/2007 

DeBenedictis, Nicholas Director 03/03/2014 

Diaz, Nelson A. Director 12/01/2015 

Greco, Rosemarie B. Director 07/23/2007 

Lillie, Charisse R. Director 01/01/2010 

O'Brien, Denis P. Director 10/23/2005 

Rubin, Ronald Director 07/23/2007 

Officers Effective 
Crane, Christopher M. Chairman 03/12/2012 

Adams, Craig L. President 03/12/2012 

O'Brien, Denis P. Vice Chairman 03/12/2012 

Adams, Craig L. Chief Executive Officer 03/12/2012 

Barnett, Phillip S. Chief Financial Officer 09/03/2007 

Innocenzo, Michael A. Chief Operating Officer 04/22/2013 

Barnett, Phillip S. Senior Vice President 09/03/2007 

Innocenzo, Michael A. Senior Vice President 04/22/2013 

Murphy, Elizabeth A. Senior Vice President, Regulatory & External Affairs 04/04/2016 

Bailey, Scott Vice President 03/12/2012 

Bergman, William A. Vice President, Health & Benefits 08/01/2015 

Bradley, Ronald A. Vice President, Gas 11/09/2009 

Cavanaugh, Ellen M. Vice President, Support Services 11/09/2009 

Crowe, Brian D. Vice President, Transmission and Substations 04/04/2016 

Diaz, Jr., Romulo L. Vice President 03/12/2012 

Gay, Anthony Vice President, Government & External Affairs 04/04/2016 

Helt, Eric G. Vice President, Construction and Maintenance 05/05/2008 

Jiruska, Frank J. Vice President, Customer Operations 04/22/2013 

Krick, Mary T. Vice President, Human Resources 08/10/2009 

Terry, Jr., Thomas D. Vice President, Taxes 10/23/2005 

Weaver, David W. Vice President, Technical Services 06/13/2016 

Webster, Richard G. Vice President, Regulatory Policy and Strategy 03/12/2012 

Kavanagh, Peter J. Assistant Vice President, HR Shared Services 08/01/2015 

Brummitt, Sandra Assistant Vice President, Taxes 09/14/2012 

Ciullo, Melissa Assistant Vice President 02/09/2017 

Kleczynski, Robert A. Assistant Vice President, Taxes 10/23/2005 

Whitehead, Donna Assistant Vice President, Taxes 09/15/2015 

Bailey, Scott Controller 03/12/2012 

Barnett, Phillip S. Treasurer 03/12/2012 

Wilson, Bruce G. Secretary 04/30/2010 

Graham, Elisabeth J. Assistant Treasurer 12/19/2016 
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Officers Effective 
Buck, Brian Assistant Secretary 04/25/2016 

Diaz, Jr., Romulo L. Assistant Secretary 05/01/2013 

Halderman, John C. Assistant Secretary 04/01/2004 

Peters, Scott N. Assistant Secretary 10/23/2005 

Zack, Ronald L. Assistant Secretary 10/23/2005 

Diaz, Jr., Romulo L. General Counsel 03/12/2012 

Chopra, Shravan Pending Election Consent 05/07/2017 

Smith, Katherine A. Pending Election Consent 05/07/2017 

Whitehead, Donna Pending Resignation 
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09/30/2017As ofList of Exelon Directors and Officers, Locations and Business Purposes 

Pepco Holdings, LLC 
Location: 701 Ninth Street N.W. Washington, DC 20068 
Type of Business: Public Utility Holding Company 

Directors Effective 

Crane, Christopher M. Director 03/23/2016 

Crane, Christopher M. Chairman 03/23/2016 

Cropp, Linda Director 03/23/2016 

Cryor, Michael Director 03/23/2016 

Dianastasis, Ernest Director 03/23/2016 

DiLorenzo, Debra P. Director 03/23/2016 

O'Brien, Denis P. Director 03/23/2016 

O'Brien, Denis P. Vice Chairman 03/23/2016 

Velazquez, David M. Director 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Velazquez, David M. Chief Executive Officer 03/23/2016 

Anthony, J. Tyler Chief Operating Officer 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Anthony, J. Tyler Senior Vice President 03/23/2016 

Bonney, Paul R. Senior Vice President, Legal and Regulatory Strategy 04/05/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Parker, Kenneth J. Senior Vice President, Government and External 
Affairs 

03/23/2016 

Aiken, Robert Vice President 03/23/2016 

Cooper, Donna Vice President, Pepco Regulatory President 03/23/2016 

Godson, Gloria C. Vice President, PJM Strategy 03/23/2016 

Humphrey, Marissa Vice President, Financial Planning and Analysis 03/23/2016 

Lefkowitz, Karen Vice President, Smart Grid & Technology 03/23/2016 

Maione, Vincent Vice President, Atlantic City Electric Regulatory 
President 

03/23/2016 

Maxwell, Michael W. Vice President, Support Services 05/05/2017 

McDonald, John E. Vice President, Integration & Synergies 03/23/2016 

McGowan, Kevin M. Vice President, Regulatory Policy and Strategy 03/23/2016 
Meier, Peter E. Vice President, Legal Services 03/23/2016 

Ortega, Miguel Vice President, Technical Services 08/11/2016 
Poncia, Michael Vice President, Customer Operations 03/23/2016 
Stark, Wendy Vice President 03/23/2016 

Stockbridge, Gary R. Vice President, Delmarva Power Regulatory 
President 

03/23/2016 

Sullivan, William Vice President, Electric & Gas Operations 05/05/2017 
Terry, Jr., Thomas D. Vice President, Tax 03/23/2016 

Vosvick II, David L. Vice President, Human Resources 05/05/2017 

Eischen, Denis M. Assistant Vice President, Taxes 03/23/2016 

Kleczynski, Robert A. Assistant Vice President, Taxes 03/23/2016 

Lyman, Jonathan Assistant Vice President, Taxes 05/02/2017 
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Officers Effective 
Aiken, Robert Controller 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Chopra, Shravan Assistant Treasurer 04/21/2017 

Graham, Elisabeth J. Assistant Treasurer 05/02/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 

Smith, Katherine A. Assistant Secretary 05/09/2017 

Snyder, Jeffery E. Assistant Secretary 03/23/2016 

Stark, Wendy General Counsel 03/23/2016 
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PHI Service Company 
Location: 500 N. Wakefield Drive, Mailstop 92DC42, Newark, DE 19702 
Type of Business: Public Utility Holding Company Service Company 

Directors Effective 

Kinzel, Donna J. Director 03/23/2016 

Velazquez, David M. Director 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Velazquez, David M. Chief Executive Officer 03/23/2016 

Anthony, J. Tyler Chief Operating Officer 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Anthony, J. Tyler Senior Vice President 03/23/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Parker, Kenneth J. Senior Vice President, Government & External Affairs 03/23/2016 

Aiken, Robert Vice President 03/23/2016 

Godson, Gloria C. Vice President, PJM Strategy 03/23/2016 

Lefkowitz, Karen Vice President, Smart Grid & Technology 03/23/2016 

Maxwell, Michael W. Vice President, HR Operations 03/23/2016 

McGowan, Kevin M. Vice President, Regulatory Policy and Strategy 03/23/2016 

Meier, Peter E. Vice President, Legal Services 03/23/2016 

Poncia, Michael Vice President, Customer Operations 03/23/2016 

Stark, Wendy Vice President 03/23/2016 

Strausman, Jack Vice President, Support Services 03/23/2016 

Sullivan, Michael J. Vice President, Electric & Gas Operations 03/23/2016 

Terry, Jr., Thomas D. Vice President, Tax 
03/23/2016 

Eischen, Denis M. Assistant Vice President, Taxes 03/23/2016 

Kleczynski, Robert A. Assistant Vice President, Taxes 03/23/2016 

Aiken, Robert Controller 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 

Stark, Wendy General Counsel 03/23/2016 

Lyman, Jonathan Pending Election Consent 

Maxwell, Michael W. Pending Election Consent 05/05/2017 

Maxwell, Michael W. Pending Resignation 05/05/2017 

Ortega, Miguel Pending Election Consent 

Strausman, Jack Pending Resignation 05/05/2017 

Sullivan, William Pending Election Consent 05/05/2017 

Sullivan, Michael J. Pending Resignation 05/05/2017 

Vosvick II, David L. Pending Election Consent 05/05/2017 
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POM Holdings, Inc. 
Location: 701 Ninth St. N.W. Washington, DC 20068 c/o PHI 
Type of Business: Non-regulated investments (owned by Pepco) 

Directors Effective 

O'Brien, Denis P. Director 03/23/2016 

Velazquez, David M. Director 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Terry, Jr., Thomas D. Vice President, Tax 03/23/2016 

Eischen, Denis M. Assistant Vice President, Taxes 03/23/2016 

Kleczynski, Robert A. Assistant Vice President, Taxes 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 
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Potomac Electric Power Company 
Location: 701 Ninth St. N.W. Washington, DC 20068 
Type of Business: Electric Utility 

Directors Effective 

Anthony, J. Tyler Director 03/23/2016 

Crane, Christopher M. Director 03/23/2016 

Crane, Christopher M. Chairman of the Board 03/23/2016 

Kinzel, Donna J. Director 03/23/2016 

McGowan, Kevin M. Director 03/23/2016 

O'Brien, Denis P. Director 03/23/2016 

O'Brien, Denis P. Vice Chairman 03/23/2016 

Parker, Kenneth J. Director 03/23/2016 

Velazquez, David M. Director 03/23/2016 

Officers Effective 
Velazquez, David M. President 03/23/2016 

Velazquez, David M. Chief Executive Officer 03/23/2016 

Anthony, J. Tyler Chief Operating Officer 03/23/2016 

Kinzel, Donna J. Chief Financial Officer 03/23/2016 

Anthony, J. Tyler Senior Vice President 03/23/2016 

Bonney, Paul R. Senior Vice President, Legal and Regulatory Strategy 04/05/2016 

Kinzel, Donna J. Senior Vice President 03/23/2016 

Aiken, Robert Vice President 03/23/2016 

Brummitt, Sandra Vice President, Tax 03/23/2016 

Cooper, Donna Vice President 03/23/2016 

Fisher, Sandra Vice President, Transmission and Substations 12/12/2016 

Humphrey, Marissa Vice President, Financial Planning and Analysis 03/23/2016 

Maxwell, Michael W. Vice President, Support Services 05/05/2017 

McGowan, Kevin M. Vice President, Regulatory Policy and Strategy 03/23/2016 

Ortega, Miguel Vice President, Technical Services 11/18/2016 

Poncia, Michael Vice President, Customer Operations 03/23/2016 

Stark, Wendy Vice President 03/23/2016 

Sullivan, William Vice President, Electric & Gas Operations 05/05/2017 

Terry, Jr., Thomas D. Vice President, Tax 03/23/2016 

Vosvick II, David L. Vice President, Human Resources 05/05/2017 

Eischen, Denis M. Assistant Vice President, Taxes 03/23/2016 

Kleczynski, Robert A. Assistant Vice President, Taxes 03/23/2016 

Lyman, Jonathan Assistant Vice President, Taxes 05/02/2017 

Aiken, Robert Controller 03/23/2016 

Kinzel, Donna J. Treasurer 03/23/2016 

Wilson, Bruce G. Secretary 03/23/2016 

Chopra, Shravan Assistant Treasurer 04/21/2017 

Graham, Elisabeth J. Assistant Treasurer 05/02/2016 

Snyder, Jeffery E. Assistant Treasurer 03/23/2016 

Buck, Brian Assistant Secretary 03/23/2016 

Peters, Scott N. Assistant Secretary 03/23/2016 
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Officers Effective 
Smith, Katherine A. Assistant Secretary 05/09/2017 

Snyder, Jeffery E. Assistant Secretary 03/23/2016 

Stark, Wendy General Counsel 03/23/2016 
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Exhibit 6 



REGULATORY OVERSIGHT ON COST ALLOCATION AND PRICING BETWEEN 

REGULATED AND NON-REGULATED BUSINESSES 

PHI's costing policy between affiliates is subject to oversight from the state regulatory 
commissions of Delaware, Maryland, and New Jersey, as well as the District of Columbia. 
PHI's costing policy between affiliates is also subject to oversight by the Federal Energy 
Regulatory Commission (FERC). With respect to transactions with affiliates, the applicable 
standards for the regulated utilities within PHI holding company system are summarized below. 

DELAWARE 
In Delaware, Delmarva Power & Light Company (DPL) is subject to a "Code of Conduct 
Governing Regulated Utility Activities and Competitive Activities," and the associated 
Settlement Agreement adopted by the Delaware Public Service Commission (DPSC) in Order 
No. 5469 in Docket No. 99-582, dated June 20, 2000 (DE Code of Conduct). 

Transfers of Services 

The DE Code of Conduct provides that transfers of services between DPL and Competitive 
Activities will be priced using asymmetrical pricing principles. For transfers from DPL to a 
Competitive Activity, the higher of fully allocated cost or market price; for transfers from a 
Competitive Activity to DPL, the lower of fully allocated cost or market prices shall apply; 
provided, however, that such asymmetrical pricing principles shall not apply to transfers of 
services between the shared services company (PHI Service Company) and DPL; and provided, 
further, that if the market price of such services is not reasonably ascertainable, fully allocated 
cost will be used. 

"Competitive Activities" are defined to mean any business activities of DPL or its affiliates that 
are not Regulated Utility Activities; "Regulated Utility Activities" are defined to mean, at any 
given time, any ofDPL's operations subject by law to regulation by, and the ratemaking authority 
of, any state utility commission or FERC. 

Transfer, Lease or Rental of Utility Assets 

The DE Code of Conduct provides that asymmetrical pricing principles will be applied to 
transfers of assets (i.e., transfers of assets from DPL to Competitive Activities should be recorded 
at the greater of book cost or market value, whereas transfers from Competitive Activities to 
DPL should be the lesser of book cost or market value). 



MARYLAND 

In Maryland, DPL and Potomac Electric Power Company (Pepco) are subject to regulations set 
forth in COMAR Section 20.40 Affiliate Regulations adopted by the Maryland Public Service 
Commission (Maryland Code). 

Transfer of Utility Assets 

The Maryland Code requires that, for any asset that has a book value of more than $75,000 per 
item, or a total book value of $1,000,000 (other than a transaction resulting from an open bidding 
process, including an auction or a request for proposal with an independent evaluator), 
asymmetric pricing principles will be applied to transfers of assets (i.e., transfers of assets from 
the utility to the affiliate should be recorded at the greater of book cost or market value, whereas 
transfers from the affiliate to the utility should be recorded at the lesser of book cost or market 
value). Asymmetric pricing does not apply to transactions between a utility and another utility, 
or any operating division of the same utility, which is regulated by the Maryland Public Service 
Commission or another state's utility regulatory body, regardless of the value of the transaction. 

DISTRICT OF COLUMBIA 

In the District of Columbia, on February 1, 2011, the Commission issued Order No. 16189, 
adopting the new Chapter 39 "Affiliate Transactions Code of Conduct." Pursuant to this Order, 
the Rules became effective upon the February 4, 2011 publication of the Affiliate Transactions 
Code of Conduct in the District of Columbia Register. 

Transfer or Sale of Utility Assets 

The DC code requires that transfers of assets from an energy utility to an affiliate must be 
recorded on the utility's books at the greater of net book cost or market value. Transfers of assets 
from an affiliate to the energy utility shall be at the lesser of net book cost or market value. Such 
asymmetric pricing shall not apply to any transaction resulting from a competitive bidding 
process. 

NEW JERSEY 

Atlantic City Electric Company (ACE) was traditionally subject to Title 14 (Public Utilities), 
Chapter 4 (Energy Competition Standards), Subchapter 5 (Affiliate Relations, Fair Competition 
and Accounting Standards and Related Reporting Requirements) of the New Jersey 
Administrative Code and amendments thereto Gointly, the Original Standards). The Original 
Standards, which were adopted by the New Jersey Board of Public Utilities (the Board) on 

2 



March 15, 2000, were readopted in 2002 and thereafter amended and supplemented. The 
Original Standards - which were codified at N.J.A.C. 14:4-5.1through14:4-5.9- expired on 
July 8, 2006. In 2007, the Board adopted a new Subchapter 5 of Chapter 4, "Energy Licensing 
and Registration," without readopting the Original Standards or any other Affiliate Relations 
standards in another Subchapter. On April 15, 2008 (effective May 19, 2008), however, the 
Board adopted Subchapter 3 of Chapter 4, "Affiliate Relations" (the 2008 Standards). Until the 
2008 Standards were adopted and effective, ACE continued to adhere to the Original Standards. 

Transfers of Services 

Pursuant to N.J.A.C. 14:4-3.5(t).transfers of services not otherwise prohibited by the 2008 
Standards are subject to the following pricing requirements: (1) transfers from ACE to a Retail 
Affiliate of services produced, purchased or developed for sale on the open market by ACE must 
be priced at no less than the fair market value; (2) transfers from a Retail Affiliate to ACE of 
services produced, purchased or developed for sale on the open market by the Retail Affiliate 
must be priced at no more than fair market value; (3) prices for services regulated by a state or 
federal agency will be deemed to be the fair market value; (4) services produced, purchased or 
developed for sale on the open market by ACE must be provided to Retail Affiliates and 
unaffiliated companies on a non-discriminatory basis, except as otherwise required or permitted 
by the 2008 Standards or other applicable law; (5) transfers from ACE to Retail Affiliates of 
services not produced, purchased or developed for sale on the open market by ACE must be 
priced at fully allocated cost; and (6) transfers from a Retail Affiliate to ACE of services not 
produced, purchased or developed for sale on the open market by the Retail Affiliate will be 
priced at the lower of fully allocated cost or fair market value. 

Transfer, Lease or Rental of Utility Assets 

N.J.A.C. 14:4-3.5(u)(l) and (2) set forth the following pricing requirements for transfers, leases, 
rentals, licenses, easements or other encumbrances of utility assets, consistent with other 
applicable Board rules: (1) transfers, leases, rentals, licenses, easements or other encumbrances 
of utility assets from ACE to a Retail Affiliate will be recorded at fair market value or book 
value; and (2) transfers, leases, rental, licenses, easements or other encumbrances of assets from a 
Retail Affiliate to ACE will be recorded at the lesser of book value or fair market value. 

"Retail Affiliate" is defined to include the corporate entities containing related competitive 
business segments of PHI providing or offering competitive services to retail customers in New 
Jersey. 
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FERC 

FERC requires asymmetric pricing principles for transfers of non-power goods or services 
between a franchised public utility that owns or provides transmission service (utility) and a 
market-regulated power sales affiliate (affiliate). See FERC Order No. 707. For purposes of 
these requirements, utilities include ACE, DPL and Pepco, and affiliates include Pepco Energy 
Services, Inc. (PESI) and its subsidiaries. Unless FERC grants a waiver of the requirement, if an 
affiliate transfers a non-power good or service to the utility, it must be priced no higher than the 
market price. Unless FERC grants a waiver of the requirement, ifthe utility transfers a non
power good or service to the affiliate, it must be priced at the higher of the cost or market price. 
FERC has granted a waiver to PHI to allow the continued use of cost-based pricing for three 
categories of transactions as follows: (1) non-power services provided by PHI's utilities to the 
PHI Service Company for the benefit of PHI's utilities; (2) non-power services in the form of 
general and administrative corporate services provided by PHI's utilities to the PHI Service 
Company; and (3) non-power services provided by PHI's utilities to certain affiliates. In 
addition, FERC granted waiver regarding future affiliate transactions that fall within these 
categories. See Pepco Holdings, Inc., 141 FERC ii 61,034 (2012). 

FERC permitted a centralized service company to continue its past practice of providing non
power goods and services to a utility at the SEC's "at cost" standard. FERC concluded in its 
Final Rule (FERC Order No. 667) with regard to the Repeal of PUHCA 1935 and Enactment of 
PUHCA 2005 that for holding companies that are currently using the SEC's "at-cost" standard 
for the provision of non-power goods or services by their traditional, centralized service 
companies, FERC will apply a presumption that the "at cost" pricing of the non-power goods and 
services that the traditional, centralized service company provides to utilities within their holding 
company system is reasonable, but parties may file complaints if they believe that use of "at cost" 
pricing results in costs that are above market price. 

FERC requires that transfers of generating or transmission facilities between affiliates be priced 
at original cost undepreciated. FERC requires that transfers of jurisdictional contracts between 
affiliates be priced at total expected contract revenues. See FERC Order No. 669. 

Unless FERC grants a waiver of the requirement, power sales transactions between a utility and 
an affiliate require prior and specific FERC authorization. PHI has obtained a waiver from FERC 
for this requirement. See Delmarva Power & Light Company, et al., 94 FERC ii 61,068 (January 
1, 2001) and Potomac Electric Power Company, et al., 93 FERC ii 61,240 (December 12, 2000). 
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REDLINED 
 



PHI COST ALLOCATION MANUAL 

PURPOSE 

Pepco Holdings LLC's (PHI or Company) business is subject to affiliate regulation 
in the jurisdictions in which PHI affiliates provide utility service. In addition, PHI is 
subject to regulatory oversight at the federal level. These regulations provide pricing rules 
to protect against cross-subsidization between utility and non-utility affiliates. In several 
of the jurisdictions where PHI utility companies provide service, the Public Service 
Commissions, as part of their affiliate regulations, require public utilities to file a Cost 
Allocation Manual (CAM) to document the process by which costs of providing services 
that are shared between the utility and its affiliates are allocated and assigned. 

The purpose of the PHI CAM is to comply with these affiliate regulations and to 
provide documentation of the cost accounting principles and processes used to allocate and 
assign costs between the PHI utility companies and their affiliates. 

SECTION 1- ORGANIZATION AND REGULATORY OVERSIGHT 

CORPORA TE ORGANIZATION AL STRUCTURE 

On March 23, 2016, PHI completed its merger with Exelon Corporation (Exelon). 
Effective March 24, 2016, certain corporate services previously provided by PHI Service 
Company are now being provided by Exelon Business Services Company (EBSC), a shared 
service company which is also a subsidiary of Exelon. 

PHI and Exelon are public utility holding companies under the Public Utility 
Holding Company Act of 2005 (PUHCA 2005), subject to the regulatory oversight of the 
Federal Energy Regulatory Commission (FERC). Under PUHCA 2005, FERC has 
authority to review the allocation of costs for non-power goods or administrative or 
management services, such as those provided by PHI Service Company and EBSC. 

PHI, through its regulated utility subsidiaries, is engaged primarily in the 
transmission, distribution and default supply of electricity and, to a lesser extent, the 
distribution and supply of natural gas. 

The following is a brief description of the business of each of PHI's subsidiaries: 
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Potomac Electric Power Company (Pepco) 

Pepco is engaged in the transmission, distribution, and default supply of electricity 
in the District of Columbia, as well as major portions of Prince George's County and 
Montgomery County in Maryland. 

Delmarva Power & Light Company CDPL) 

DPL is engaged in the transmission, distribution, and default supply of electricity 
in Delaware and portions of Maryland. In northern Delaware, DPL also supplies and 
distributes natural gas to retail customers and provides transportation-only services to retail 
customers that purchase natural gas from another supplier. 

Atlantic City Electric Company and its subsidiary (ACE) 

ACE is engaged in the transmission, distribution, and default supply of electricity 
in southern New Jersey. 

In addition to its regulated utility subsidiaries, PHI has non-utility, or non
regulated, subsidiaries. The following is a brief description of the business of each of PHI' s 
principal non-regulated subsidiaries: 

PHI Service Company 

PHI Service Company is a centralized service company of PHI. PHI Service 
Company provides a variety of services, including legal, accounting, purchasing 
engineering, distribution and transmission planning, asset management, system operations, 
power procurement and energy planning to the three regulated public utility subsidiaries of 
PHI. These services are provided pursuant to service agreements among PHI and its 
affiliates described in additional detail in Exhibit 1. 

The following chart shows, in simplified form, the corporate structure of PHI and 
its subsidiaries: 

Pepco Holdings LLC 

I 
I I I I 

Potomac Electric 
Delmarva Power Atlantic City PHI Service 

Power Company 
(PEPCO) 

& LightCo. (DPL) Electric Co. (ACE) Company 

I 
Atl. City flee. 

Transitional 
Fundine LLC (ACE 

Fundine) 
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The following is a brief description of the business of other Exelon subsidiaries which may 
provide services to PHI: 

Exelon Business Services Company CEBSC) 

EBSC is a centralized service company of Exelon. EBSC provides a variety of 
support services, including finance, human resources, information technology, and legal 
services to all Exelon subsidiaries. These services are provided pursuant to a General 
Service Agreement between EBSC and various Exelon entities, which includes PHI, 
described in additional detail in Exhibit 2 and 3. 

Exelon Generation Company, LLC CEXGEN) 

EXGEN consists of owned and contracted electric generating facilities and 
investments in generation ventures that are marketed through leading customer-facing 
activities. These customer-facing activities include wholesale energy, marketing 
operations, and the competitive retail customer supply of electric and natural gas products 
and services, including renewable energy, products, risk management services, and 
natural gas exploration and production activities. 

Pepco Energy Services, Inc. and its subsidiaries, which became subsidiaries of 
EXGEN as a result of the merger between PHI and Exelon, provide energy savings 
performance contracting services, underground transmission and distribution construction 
and maintenance services, and steam and chilled water under long term contracts. 

Commonwealth Edison (ComEd) 

ComEd's energy delivery business consists of the purchase and regulated retail 
sale of electricity and the provision of transmission and distribution services to retail 
customers in northern Illinois, including the City of Chicago. 

PECO Energy Company (PECO) 

PECO's energy delivery business consists of the purchase and regulated retail sale 
of electricity and the provision of transmission and distribution services to retail 
customers in southeastern Pennsylvania, including the City of Philadelphia, as well as the 
purchase and regulated retail sale of natural gas and the provision of natural gas 
distribution services to retail customers in the Pennsylvania counties surrounding the City 
of Philadelphia. 

Baltimore Gas and Electric Company (BGE) 

BGE's energy delivery business consists of the purchase and regulated retail sale of 
electricity and the provision of transmission and distribution services to retail customers 
in central Maryland, including the City of Baltimore, as well as the purchase and 
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regulated retail sale of natural gas and the provision of natural gas distribution services to 
retail customers in central Maryland, including the City of Baltimore. 

Reference Exhibit 4 (confidential) for a chart which shows the corporate structure 
of Exelon and its subsidiaries. 

Reference Exhibit 5 for a list of corporate entities, officers, locations and business 
purpose of each entity. 

REGULATORY OVERSIGHT 

The operations of PHI' s utility subsidiaries, including the rates they are permitted 
to charge customers for the distribution and transmission of electricity and, in the case of 
DPL, the distribution and transportation of natural gas, are subject to regulation by 
governmental agencies in the jurisdictions in which the subsidiaries provide utility service 
as follows: 

* Pepco's electricity distribution operations are regulated in Maryland by the 
Maryland Public Service Commission (MPSC) and in the District of Columbia by 
the District of Columbia Public Service Commission (DCPSC). 

* DPL's electricity distribution operations are regulated in Maryland by the MPSC 
and in Delaware by the Delaware Public Service Commission (DPSC). 

* DPL's natural gas distribution and intrastate transportation operations m 
Delaware are regulated by the DPSC. 

* ACE's electricity distribution operations are regulated by the New Jersey Board 
of Public Utilities (NJBPU). 

* Each utility subsidiary's transmission is regulated by the FERC. 

* DPL's interstate transportation and wholesale sale-transactions of natural gas are 
regulated by the FERC. 

Reference Exhibit 6 for the cost and pricing rules governing affiliate transactions 
for each regulatory jurisdiction in which the PHI utilities provide service. 
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SECTION 2 - COST ACCOUNTING PRINCIPLES 

COST ACCOUNTING PRINCIPLE 

The underlying principle of both PHI and Exelon's costing approach is the use of a 
fully distributed cost alignment methodology (full costing). The full costing philosophy is 
based on the premise that both direct and indirect costs are identified and charged for goods 
and services. The costs of goods and services include direct costs such as labor and 
materials, and indirect costs such as benefits and other related expenses. Full costing aids 
in ensuring indirect costs follow the same accounting path as direct costs when billed to 
affiliates. 

THREE-TIERED APPROACH FOR COST ASSIGNMENT 

The principle for assigning both direct and indirect costs to an affiliate is based on 
a three- tiered approach as described and prioritized below: 

(1) Direct Assignment - Costs which benefit a specific affiliate will be directly 
assigned to their accounting records whenever practical. Since one affiliate is identifiable 
as benefiting from these costs, no inter-affiliated cost movements are required. This 
assignment represents the majority of costs which are recorded on a PHI affiliate's books 
and records. For example, DPL overhead linemen and associated materials and contractors 
are directly assigned to the books and records of DPL. DPL is the affiliate specifically 
benefiting from this lineman's services. Therefore, their expenses can be assigned as salary 
and material costs directly on the accounting records of this affiliate. 

(2) Direct Charging - Labor services and common support services (such as 
information technology (IT), payroll and facilities are directly charged to affiliates, 
whenever practical, using a fully costed rate. Direct Charging enables costs which have 
been directly assigned to be distributed between affiliates based on the fully costed rate 
multiplied by the number of units (hours, users, etc.) assigned to the affiliate. 

(3) Allocation - Costs which cannot be directly assigned or directly charged fFem 
a Sep,·iee Company are allocated using one of the allocation ratios included in PHI's or 
EBSC's service agreements. 
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SECTION 3 - PHI COST ACCOUNTING PROCESS 

DIRECT CHARGING OF COSTS 

Direct charging of costs to an affiliate can occur through several types of 
procedures. With regard to labor costs. the direct charging of costs is predominantly 
accomplished through the use of the time recording system which records individual hours. 
Whenever any employee performs activities on behalf of another affiliate, the amount of 
time and work effort required must be charged to a project that is flagged for intercompany 
billing. 

In direct charging material and other non-labor costs received from third parties to 
a business segment, the invoice associated with those items should be coded for payment 
with a project that is flagged for intercompany billing if an affiliate gave rise to the 
necessity to procure those items. If more than one entity is responsible for the procurement 
of the items. the invoice balance should be allocated among project numbers which will 
facilitate intercompany billing of the appropriate affiliates. With regard to direct charging 
material and other non-labor costs provided through internal Company resources to an 
affiliate, the related costs should be accurately identified and processed against a project 
that is flagged for intercompany billing. 

Key elements of the process of direct charging of costs are timely communication 
and consistent processes. For processes around PHISCO direct charging see the PHI 
Service Agreement in Exhibit I. For direct charging related to other affiliates, the area 
making the charge should inform the business segment receiving the charge of the service 
being provided and the relative magnitude of the charge forthcoming. The area making 
charges to one of the aforementioned entities should provide sufficient documentation of 
charges (e.g. vouchers, invoices, etc.) ifreguested. 

ALLOCATION OF COSTS 

For certain business activities, it may be impractical to direct charge labor, 
materials, or other costs because of the associated administrative burden of implementing 
such an approach. In those situations, the costs related to a business activity may also be 
accumulated and allocated on the basis of a cost-causation related allocation formula. In 
choosing a measure for use as an allocation factor, it should be representative of the relative 
degree of utilization of the business activity by the respective businesses. The measure 
should vary in proportion to the level of services provided to the respective businesses. 
Examples could be employee headcount, vehicle costs, customer counts and purchasing 
spend on materials or services. The ultimate objective is to achieve a proper sharing of 
costs whereby costs assigned are commensurate with associated benefits. 
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OVERHEAD 

There are two primary components that make up the burden rate that is applied 
when a PHI affiliate charges labor to another affiliate. department overhead and payroll 
overhead. 

Department overhead charges consist of costs associated with the general 
administration of a department, which are not directly assignable to the department's 
business activities or projects. They would usually consist of a departments' administrative 
costs including limited aspects of supervision, management, and clerical support. They 
would also include common asset costs such as vehicle and occupancy costs. Department 
overhead charges should be identified, captured, and distributed to the various business 
activities or projects performed by a department for the regulated utility and affiliated 
unregulated businesses. Ideally, department overhead should represent a relatively minor 
element of a department's costs, assuming appropriate direct charging and indirect 
attribution of costs occurs. Department overhead should be distributed to a department's 
business activities or projects as a function of its direct labor cost charged to those business 
activities or projects. 

Payroll overhead consists of fringe benefits, incentives and paid time off. Fringe 
benefits include components for medical, disability, dental, life insurance coverage, 
pension plan, employee savings plan participation, payroll taxes, and other compensation. 
Incentives include primarily the cost of the annual incentive plan. Paid time off includes 
primarily the cost of employee vacation and holiday time. Fringe benefits, incentives and 
paid time off are considered additions to the cost of company labor, which must be applied 
so that the full cost of labor is properly attributed to business activities, projects, and lines 
of business. The rates for fringe benefits, incentives and paid time off are based upon the 
budgets for these costs in relation to budgeted company labor costs and if necessary, are 
adjusted periodically through the year to reflect actual fringe benefits, incentives paid time 
off and labor incurred. 

PHI SEVICE COMP ANY COSTS 

PHI Service Company provides non-power goods and services at cost to PHI 
affiliates under a formalized service agreement. gee Exhibit 1 for copies of the PHI service 
agreement. The service agreement provides a list of services that are provided by PHI 
Service Company and the methods of allocation used to charge affiliates for the cost of 
services that are not directly charged. 

The PHI cost accounting principles and processes previously described in this CAM are 
applied to the accumulation and distribution of PHI Service Company costs. Further 
information regarding the orocess to accumulate and distribute PHI Service Company costs 
is provided belewin the service agreement included in Exhibit 1. 

EXELON BUSINESS SERVICES COMPANY, LLC COSTS 
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Services provided by EBSC are governed by the General Services Agreement, 
which is included herein as Exhibit 2. EBSC direct charges its costs wherever practical 
when a direct relationship can be attributed between the service provided and the party 
receiving the service. When the service provided benefits more than one customer, the 
costs are charged out using a cost causative allocation method related to the service. EBSC 
costs for corporate governance services are allocated based on a mathematical formula that 
provides equal weight to each affiliates' revenues, total assets, and direct labor (the MMF 
formula). As the Exelon and Pepco holding companies receive services from EBSC, they 
are also included in the MMF calculation and as such also absorb a share of EBSC costs 
distributed using the MMF. For services provided by Exelon Utilities (EU) within EBSC 
that are neither direct charged nor charged using a cost causative methodology based on 
the service, BGE, PECO Energy Company (PECO), Commonwealth Edison Company 
(ComEd), Potomac Electric Power Company (Pepco), Atlantic City Electric (ACE), 
Delmarva Power & Light Company (Delmarva), and PHI Service Company (PHISCO) are 
allocated costs based on a variation of the MMF that is an average of each entity's revenues, 
total assets and direct labor to the totals of all entities. 

ACCOUNTING SYSTEMS 

SAP is the eRteFfJrise res01:1ree plarJliRg system 1:1sed ta aee1:1m1:1late and traelc easts 
af the PHI affiliates. Withie SAP there are separate mad1:1les 1:1tilized for differeet aspeets 
af the aeea1:1RtH:ig and repartieg preeess: fieaneial (FI), east acea1:1Rting (CO), fE:RC, aAd 
time reparting (CATS). 

The FI mod1:1le iecl1:1des a geeeral ledger that acc1:1m1:1lates costs by eompaey and 
aeeooot. Eaeh PHI company is assigeed a 1:1Riq1:1e fol:lF digit eode Rl:lIBber iR the aeeountieg 
system for identifyieg eaeh affiliate's easts. Each company has separate aeeo1:1ets that 
identify total easts iRel:lffed for a partie1:1lar east eategory (e.g., salaries and '''ages, 
depreeiation, taJces, materials and s1:1pplies, and eontraetors). 

The CO mod1:1le is the primary tool 1:1sed to aee1:1m1:1late and distrib1:1te easts. Cost 
objeets s1:1eh as cost eenters, orders, and projects are 1:1tilii:ed as a 'Nork order system to pool 
easts together. Cost distribl:ltion proeesses s1:lch as aetivity type prices, overheads, and 
alloeations are then Hsed to distrib1:1te costs between these cost objects. 

The FER{;; modHle funetionalii:es the Company's re¥eFu:1es and eKpenses in 
eccordanee with the accom:iting reqHirements of the Uniform System of Accounts 
preseribed by FERG. F1:1netionalii:ed resHlts are acc1:lfflHlated ie geReral ledger aeeoHnts iR 
the FI modHle. 
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The CAT8 module is used by employees to reeord and traek their time. The CAT8 
module reeords the direet time ehargiHg of an employee to east objeets established iH the 
CO module. 

Pov1er Plant 

PO'tver PlaHt is the s~·stem used to traek the east of the Company's property plant 
and equipmeHt and ealeulate the related depreeiatioH. These amoWlts are iaterfaced with 
8AP' s accouHtiHg modules. 

C08T ACCUMULATION 

Several types of cost objects, as listed below, are mili:z:ed to eolleet easts withiH the 
CO module. The use of eost objeets assists iH the determiHatioH of specifie types of 
services or produets that are provided to PHI affiliates. Cost objeets ean also be utili:z:ed to 
assist in the distributioH of costs to speeifie affiliates that reeei·te the serviees, as well as to 
filHetionali:z:e eJcpenses for regulatory purposes. 

Resouree Cost CeHter 

A resouree east eeHter contains the easts of the people, resourees, and assets (i.e., 
faeilities and vehicles) needed to perform work. The key east coneept of resomee east 
centers is to eapture these costs as "13rovider" cost ceaters that refleet the cost of the basie 
resources available to perform v.•ork. Costs ineluded iH resomee cost eeHters are direct 
easts, sueh as labor and materials and supplies needed to support employees, as well as 
indirect and o•terhead easts, sueh as benefit, IT, vehicle, and oeeupaney easts. Employees 
iH resouree east eenters eharge other non resouree east objeets for serviees provided. 

B Cost Center 

Each resouree cost center has a corresponding cost eeRter desigaated for Ron 
resouree eJcpeRses and eJcpeRses Rot ineluded in the fully eosted rate used to direet eharge 
time. These cost ceRters are referred to as "B" cost ceRters. For example, contractor 
eJcpenses, training, and corporate membership costs 'Nould be included in the B Cost 
Center. 

Billing Cost Center 

Billing cost ceRters are used to accumulate costs vt'here the product or service 
differs from that of the resource cost ceRter, or where the receiver of the specific service is 
more than one affiliate. For eJcample, an employee may spend a portion of their day 
supporting lobbying activities in the state of Maryland. Both Pepco and DPL operate in 
the state of Maryland. This time v1ould be directly charged to a billing cost center and 
allocated to cost objects in Pepco and DPL, which would theft accouRt for the expenses 
"below the line." 
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Produet Cost Geeter 

Produet east eeeters Elfe utilized to eolleet easts relatieg to a SfJeeifie fJFOduet. These 
JJroduets Elfe seJJarately distieguished to faeilitate the aJJfJrOJJriate east aeeouetieg 
treatmeet. For eKamfJle, easts assoeiated with the 8AP system are eolleeted ie a SfJeeifie 
fJFOduet east eeeter and Elfe direetly ehElfged to the users of that s~·stem . 

Reeeiver Cost Geeter 

Reeeiver east eeeters are utilized to aeeumulate direet eharges aA:d alloeatioes 
reeeived from affiliates. These east eeeters assist ia the fuaetioealizatioa of eKJJeases ay 
the regulated utility affiliates. For e1cemJJle, ie the ailliag east eeflter e1cemJJle eoted aao11e 
for loaeyieg aetivities, lobayiag easts ehElfged to DPL would be aeeumulated ia a uaique 
reeeiver east eeeter that fm:i:etioealizes the eKfJeese as a below the liee east ea DPL' s books. 
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Projects 

Projects are work order , 
accumt:llate costs associated ,..·!pe co~t collectioa tools withia th . ni a capital project. e accountlag system that 

Orders 

Orders are also ,..orl,. d 
nfl or er will either settle to ae co.st collectioa tools withia . A d . d " or-er ~·p 
settlement invel·<es th east eeftler, ifel(j!enseli er I " I the aeeeeBtn•g system 
I I ' • preeess ef · ' • • ·•™"sh · eve ' te the asseeiateli east pestuig the easts eelleeted in <J eel aeeeenl. Ortler 
te !reek easts fur a s ee. center er ealllftee sheet eeeeenl an er er, at a s.........;zed 
by DPL may inel•d: .:.* :'"k er prejeet. Fer example a e~st Offlers ere typieally lllilized 

or ef to capture snow remo·,·al ~o t ceat.er for a h1:1ilding O\Vfled 

ACTIVITY TYPE PRICES s s asseCJated with the l>eilding. 

Fully costed direct char . 
serves as a resource giag rates are calculated B cost ceater f ~r each PHI 
reeerdetl). The rate re~ i ;.e., a east eenter ... here ~ east eeater whieh 
of ' ~rre to as aa act· ·t ff emp oyee cost · 

an •R!flleyee With ·'"'ry' type priee ( • +P) .s ere initially · · m each r n-~- is the t. 
type prices developed de e ~.~sellfCe east eenter, there ma'. be e<r1mated hellfly east 
employee. Eeeh em I p H. •Hg en differenees in the !)' y f ene er multiple eetivit>· 

p-eyee " · P• e ..... I ~ ' 
ellf'.net have multiple activity; .•~s1gaed enly ene aetivity type "fi: per-efffied by eaeh 
eeH use the"""'" aet' ·1 }P pnees), bllt se"erel e I p (i.e., .,. •R!flleyee 

---1"1-y ty · r -mp-o~·ees · 
seeh es wages, IHlll~ri ~ pe pnee. A laber eetivity type ~ . tH a reseeree east center 
employee eeaefits, p.:r~ll"';8 supplies;. and (2) iR<lireei.:: •:~l"!es: (I) direet easts, 

•••9J'BR•Y easts (i.e., fueilitie.::~iai~;s•;· P•.st Offiflleymeftl b:.: .~::."I seeh es ' services, aBd em 1 , . ' v tc e costs, 
'TI' 
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P eyee serviee. 

, ' ra es are also used t d. employee se~ ·i · .01stribute the , , h · east. ~ ee tR<lireet easts, deseribed . th ·• iele, eee9jleney I+ se .· . 18 e 8eJ<t seetien bes d ' ~tees, and ' e oa Bfl estimated uait 

ATP rates are u a d ehliflges ia . p ate at least ar.nuall , b assumpttoas used to calculate the ~~. ut may ehange more frequeatly aue to 

. OVERHEAD AND INDIRECT COSTS 
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1. Em13loyee BeHefits and Payroll Ta>ces 

Employee beHefits, pension benefits, other postretirement emplo~·ee benefits 
(OPEB) and payroll tmtes 0fe eharged Hsing overhead rates to the PHI resoHree eost eenter 
that inelHdes wage e>cpeHse (i.e. employees perfofffling the work). 

The overhead rate for employee beHefits is based on estimated ar.nHal data, and is 
derived by dividing T9lill Estimtlletl Elff/Jlsyee Benefit CBM pe:a Legal Entity by TBltll 
EstimRted Bt1Se Wage Expense per Legt1/ Entity. The o;•erhead rate refleets the estimated 
cost of health and dental care, life and accident insHrance, workers compensation, and other 
miseellaneoHs benefits. 

The overhead rate for payroll truces is based on estimated ar.nHal data, and is derived 
by dividing Thlll/ EstimRted .. "tlyrell T11Xes CBSt per Legt1l Entity by TBtRI EstimRteti 
Ot>'ertime Rnd Bt1Se WRge Expense per Legt1l Entity. The overhead rate refleets the cost 
of Federal InsHnmee ContribHtions Aet taxes, Medieare, State and Federal UnemploymeHt 
taxes, and other employee related tanes. 

The overhead rate for pension benefits is based on estimated ar.nual data, and is 
deriYed by dividing TBtRI EstimRtetl .. 12ensien Expense per Legt1/ Entity by TBIRI 
EstimRted Bt1Se WRge Expense per Legt1l Entity. 

The o;·erhead rate for OPEB benefits is based on estimated ar.nual data, and is 
deri•,ied by dividing TBtRI EstimRtetl OPEB Expense per Legt1l Entity by TBtRI EstimRteti 
Bt1Se WRge Expense per Legt1l Entity. 

2. Occu13ancy Costs 

Oeeupaney easts are eollected in eost objects on the books of the affiliate whieh 
leases or O'tYflS the buildiHg. The easts attributed to eaeh building are then alloeated to eaeh 
affiliate based on proportional occupied spaee utilized by the affiliate. The cost at the 
affiliate leYel is theR distributed to the related oeeupant' s cost eeRter based on a cost per 
square foot. The cost per square foot is calculated b~· diYiding the TetRI EstimRteti 
Oee11pRney CBSts per Legt1l Entity b~· Thllll EstimRted l\'-llmher 9-f SquRre .. ~ ef 
Oee11pRney per Legt1l Entity. T\vo tyves of rates are computed, "finished rate" BRd 
"unfinished rate." The finished rate represeRts the estimated occupaRc~· cost of space 
which is carpeted and furnished. The unfinished rate represents the estimated occupancy 
cost of space which has not been carpeted or furnished. 

3. Infoffflation Technology (IT) CommoR Su1313ort Costs 

IT common support costs iRclude workstatioR, network, phoRe SAP, aRd other 
platfofffl costs, and are directly charged from PHI Service CompBRy to eost objects based 
OR a Hser fee. 
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The workstation fee is deri·«ed from dividing Tela/ Es#maled Costs 18 Suppen 
PHl WeFkstatiens by Tela/ Estimated PH! Werkstaliens in Use. The workstatioH l:lser 
fee iRelHdes the estimated eost of depreeiation and lease eosts of eompl:lters aad peripheral 
eql:lipmeat, sofuvare lieense fees, help desk eosts r:m:d assoeiated labor and eoHtraetor eosts. 

The Hetwork fee is deri11ed from di11idiHg TBIRI Estimated CBSts 16 SHpperl PH 
Netwerk Operaliens by TBIRI Estimated lV11mhef' e-f PHl Leeal Area NeflWJrk f J) 's. The 
Het·Nork l:lser fee iHelHdes the estimated east of hardware aHd software and assoeiated labor 
aHd eofltraetor easts that Sl:lpport loeal area Hetwork serviees (Hetwork drives, shared drives, 
aHd email). 

The phoHe fee is derived from dividiag Thia/ Estimated C9Sts ef Phene SHpperl 
b~· Estimated N11mhett e-f P/1ene Extensiens. The phoHe Hser fee iHelHdes the estimated 
eost of loeal and loRg distanee teleeom serviee pll:ls hardware, software aHd assoeiated 
labor aHd eoHtraetor easts that sl:lpport voiee serviees. 

The SAP fee is deri11ed from diYidiHg Tela/ Estimated SAP CBSts by Tels/ 
Estimated lV11mher ef SAl' Users. The SAP l:lser fee iaell:ldes the estimated eost of IT 
applieatioR Sl:lpport pll:ls hardware, software and assoeiated labor aHd eofl:traetor easts t:hat 
that Sl:lpport SAP. 

The other platform fees are derh'ed from dividiHg TelRl Estimated PIRlferm CBSts 
by Thtal EslimatedAmeunl e-f Platfef'lff Usage. A separate platferm fee is l:lsed for eaeh 
of the followiHg prodl:lets: WiRdows operating systems, illHX operatiRg systems, baekHp 
servers aHd proeessiHg servers. Other platform eosts iHelHde the east of servers afl:d 
operatiHg systems aHd assoeiated labor, eoatraetors aHd other expeHses l:lsed to Sl:lpport 
PHI' s eompl:lter operatioHs. 

4. Vehiele Costs 

OperatiHg and maiHteHr:m:ee eosts of owned aHd leased vehieles are direetly eharged 
to cost oejeets based OH moHthly and hel:lfl~· vehicle rates. Ths rete in@IM€1es the €Btimat0€1 
@sst sf€1@~rs@iatisR aml veil"4ielss lses@s. fNsl, f@ss ane lissnses, @€!Htra@tsr eissts. asss@iat@€1 
lalrnr aR€1 sthiff @ssts sf th@ Vehi@I@ €l@tJBl>ttlil@Rt. 

The momhly rates are derived by diYiaiHg the T91Rl Estimated Tmnspef'latien 
CBSts hy Vehicle Chlss by Thtal Estimated Number 9/ Vehicles per Class. 

The hol:lrly rates are aeri·1ed by dividiRg the moHthly rates by the average estimated 
moflthly available hol:lrs. 

5. Emaloyee Sen'iee Costs 

Employee sen·iee easts are aireetly eharged from PHI Service CompB:Ry to resol:lrce 
cost ceRters basea on a per employee fee. There are two types of employee sen'iee easts: 
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the admiRistratioR of beRefits and the admiRistratioR of payroll. The rates iRelude labor 
and other resouree eosts. 

The HR employee serviee rate is derived from diYidiRg ThtR/ EstimRted HR 
Benefits AilministMtien Cests by TetR/ EstimRted N11mber efEmpleyees SeAJieed by HR 
Benefits AtlministMtien. 

The Payroll employee serviee rate is derh•ed from dividiRg TetRlEstimRted!lsy."6!/ 
AtlministMtien eests by TBtRI EstimRted ! 1l-Hmber ofEmpleyees SeAJieed by t!te PsyMll 
9epRHmelft. 

6. Materials and 8tores 

The material aRd stores oYerhead rates are applied to materials proeured from the 
8tore Room ProeuremeRt and Materials ManagemeRt departmeRt. The o','erhead is direetly 
eharged to the eost objeet whieh was eharged for the related material. The amouRt of 
storeroom handliRg and proeuremeRt eosts eharged is equal to the o',cerhead rate multiplied 
by the eost of the materials. There are three types of material o·rerhead rates; 8tores, Direet 
8hip and HULV (High Usage Low Volumes). The 8tores overhead eharge, iH lim-ited 
instanees, produees an iRter affiliate eharge if the Company issued the material is differeRt 
from the Company iR ·Nhieh it was inventoried. Both the Direct 8hip and HULV overhead 
rates are used to distribute eosts within the Company of the related store room and do Rot 
produee an iRter affiliate charge. 

The 8tores overhead rate applied to materials iRYeRtoried withiR the store room for 
Pepeo, DPL and ACB is derived by dividiHg eaeh eompany' s TetR/ EslimRted Stel'ereem 
Rlfd PMeurement Gest by T8tRI EstimRted StereMem Alatel'iRls Issued. The overhead 
represeRts the eosts of labor, eontractors and other eosts assoeiated with operatiRg the 
storerooms and the proeuremeRt of the materials. 

The Direet 8hip overhead rate applied to materials direetly shipped to job loeatioRs, 
whieh are Rot plaeed in inYeRtory, for Pepeo, DPL and ACE is derived by dividiRg eaeh 
eompany' s TetR/ EstimRted PMcurement Gest by T8tRI EstimRted Al11teRRls PMcuretl 
RlfdN8tl1wentel'ied. The oYerhead represeRts the cost oflabor, eoRtraetors and other eosts 
assoeiated with the proeurement of the materials. 

The HULV overhead rate applied to materials iRYeRtoried withiR the store room for 
Pepco, DPL aRd ACE is derived b)' diYidiRg each eompaR)'' s TBtRI EstimRted Gest 9/ 
N11ts, Belts Rlfd Other Aliner Items by T8tRI EstimRted ShJreMem Alatel'iRls Issued. The 
overhead represeRts the eosts of high usage low Yolume items ''~ieh are Rot traeked iR 
iRYeRtory. 

TIME REPORTJJ>lG 

PHI ' s polie)' is that, to the exteRt praetieable, employees shall direct charge their 
time iR half hour iReremeRts to the appropriate eost objeets (i.e., cost eenter, order, or 
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projeet). Tke following guideliaes a-re pro•1ided te easure aeeurate and effieieat time 
keeping hy empleyees of PHI: 

1. Employees, or designated time administfators, should enter emplo~·ee time daily 
into the time reporting system. If this is not f>Faetieal, the employee shmtld 
man1:1ally prepa-re time reeords, and the emplo~·ee or time administfator sho1:1ld enter 
this data hefore the ead of the time period (i.e., either weekly or semi moathly 
dependiag on pay period of emf>loyee). 

2. In no e•t<ent sho1:1ld time entry he delayed f>ast the end of the pay period. 

3. Emf>loyees sho1:1ld keep traek of time at a minim1:1m of half ho1:1r inerements. 

4. Emf>loyee time shall he approved hy a s1:1pervisor or manager. In aeeordanee with 
the operational and management polieies of PHI, all managers a-re responsihle for 
ens1:1ring that eosts, inel1:1ding lahor, are appropriately eha-rged eased on the nature 
of the 'Nork performed. 

SECTION 4 PHI SERVICE COMPANY COSTS 

Pl II Ssrvie@ Ceim13any 13r€lvi8@s neiH f!!8Wsr geieias Ema ssrvisss at @€lst t€l Pl II 
affiliat@8 Mnasr a furmaliz@8 servi@@ agrssm@nt. S@s EHhihit I f@r e@ 13 i0s eifthe PI II servie0 
aJrn@n1@nt. Th@ ssrvi@s agr@@m@nt 13rnvi8ss a list eif servi@@s that SF@ rirnvi8@8 @y Pl 11 
Ssrvise Cein113a11y ans tl1@ m@theias eif allei@atien ussl'I tei @harge a:fliiliatss fur the eeist eif 
servi@ss that a:rn neit €1irnstly @hargsa. 

Ths PI II E!©Sl a@88l'!nti11g 13Finsif!!lss an@ f!F€l@@ssss 13rg·,·ieMsly l'l@s@Fih@d in this CAM 
ar@ a1313li@d te th@ 8@@umulatil=in ant'! aistri@uti@n @f Pill S@rvi@@ C@IHJ!l8:ny @@sts. FMrth@r 
infurmatien regarding the 13rnsess te assl'!nu1lat@ and aistrihut@ Pl ll S@rvi@@ CeitfifJttny e€lsts 
is rirnvia@l'I @slew. 

PROCESS FOR COST ACCUMULATIO~J 

To assist in the determination of speeifie types of serviees pmvided to PHI 
affiliates, the PHI 8en·iee Company is organized into distinet departments via the 1:1se of 
east eenters in the SAP aeeoooting system. PHI 8erviee Compaay 1:1ses a eomhination of 
reso1:1ree, "B" hilling, and prod1:1et east eeaters to aee1:1m1:1late easts. 

8erviees provided hy eertain departments a-re henefieial to all PHI affiliates, while 
others support a speeifie gro1:1p of affiliates. An e1ca1Bple of a department wfiieh supports 
a speeifie group of affiliates would he PHI 8en•iee Company employees who provide 
sha-red eustomer sen'iees to DPL and ACE. In addition, within a department, eosts eould 
be further refined in the determination of the PH1 affiliates that use their sen·iees. For 
ena1Bple, the Tax Department is divided into a tealB that works speeifieally on regulated 
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affiliates Ema another whieh supports o¥erall corporate matters. Lastly, uneler ¥ery limiteel 
circtlmstances, some PHI Service CompEm)' employees are Eleelicateel to Stipport a single 
affiliate. Uneler all these circumstances there is e targeteel allocation of costs to an affiliate 
or group of affiliates supporteel ey the cost center. 

Both Elirect anel iRairect costs are accwnt:llateel in eaeh PHI Service Company 
resource cost center. Direct costs incluele sueh items as v1ages employee memeerships, 
materials, anel office supplies. Inelirect eosts iecluele such items as emplO)'ee eeeefits, 
payroll tretes, pension, and OPEB eenefits, as well as vehicle costs, occupancy costs, 
eomm:on IT services (phone, SAP, B:etv1ork access, workstation), and employee service 
costs (eenefit administratioR and payroll processiRg costs). The concept is to accl:Hllulate 
or pool, costs iR each cost center that represent the total eost iRcurred ey the Elepartment to 
provide services to PHI affiliates. 

Billing anel product cost centers are also key mechanisms in the cost accumulation 
process. Billing cost centers assist iR the proper accouB:tiRg for PHI Service Company 
charges ie the affiliate's eooks and records. This is important to eRs1:1re costs are distrieuted 
from PHI Service Compafly to the proper affiliates and FERG aee01:u1ts. For eKample, 
acc01:mting for "eelow the line" eosts paid ey PHI Sen·iee Company. 

PROCESS FOR COST DISTRIBUTION 

Costs i0c1:1rreel ey PHI Sen'ice Company provielers are fully Elistrieuteel each month 
to PHI affiliates. However, iecome taKes are usually Elistrieuteel on a one month lag. The 
distrieutioR of costs is achieved via a comeinatioe of direct chargiRg and allocations. 
Direct charges of labor Emd iRdireet easts (s1:1ch as oceupaney, IT, HR, and Payroll) are 
eased on fully costed activity type prices, which avoids the need for additional overheads 
to ee applied iR the receiver cost o0ject. \1/hee costs are directly charged to a PHI affiliate, 
PHI Sep,•ice Company is credited, th1:1s red1:1eiRg resid1:1al costs that remaie at month eed to 
ee allocated to affiliates. 

Allocatioes of resid1:1al costs are eased OR the allocatioe methods defieed for each 
PHI Service Company provider in the service agreement. Allocatioe methods 1:1sed ey PHI 
8ep,·ice Company are eased 00 a ca1:1sal relationship to the service, whee possiele. 
Howe•ter, ca1:1sal relatioeships may ee difficult to define for governance groups aed other 
activities that have no clear ca1:1sal relationship for cost charged to the affiliates. In those 
sitt:Jations, a general allocator is ttsed. The 1:1se of a general allocator is considered to ee a 
prmty for the relative sirte of each affiliate company as well as the operating activities that 
support the affiliate. 

The distriel:ltioR of costs accum1:1lated ie PHI Sen<ice Company resource and 
prod1:1ct COSt CeRters is achieved ey a COmeinatiOA of direct charging and allocations, 1NhiJe 
the distrieution of cost accum1:1lated in eilling and "B" cost centers is achieved ey 
allocatioes. The distrieution process for each of these cost ceRter types is largely drivee 
ey the nature of the underlyiRg purpose of each. 
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PHI Serviee Company easts eharged to affiliate eompanies whether via direet 
eharges or alloeations, generate intereompany reeeivables and payables that are posted on 
both PHI Serviee Company's and the affiliate eompanies' general ledgers. }ofo mwu1al 
journal entries are posted by aeeoooting staff in either eompany to reeord the 
reeeivable/payable. 

When easts are charged from the PHI Sen·ice Company to affiliate eompanies 
tlH'ough either direet eharges or allocations, unique aeeount numbers are used to deseribe 
the types of serviees being provided. Thus, the break down of serviees into departments 
and cost centers Hoted under the Proeess for Cost Aeeumulation above is retained iB the 
Cost Distribution proeess, sueh that SAP finaneial reports ean refleet the nature of serviees 
provided by PHI Serviee Company. This refinement of report deseriptions aids in the 
re·f'iew of costs charged iRto the affiliate eompanies when analysts are reviewing monthly 
results. 

COSTS CHARGED TO Pl II SERVICE COMPANY BY AFFILIATES 

In eertain situations PHI Service Company is not the provider of serviees due to 
assets being O'•¥Aed by the utilities, such as buildings, Yehicles and inventory. As a result, 
the related easts of these assets including leases, vehicle costs, and stores procurement and 
handling overheads are charged by the utilities to PHI Service Compan~·. In addition, other 
direct charges or allocations associated with support serviees provided from EBSC vrill be 
charged to PHI Service Company. IR these siruatioAs, PHI Service Company may be a 
recei•f'er of costs, although sueh eosts vrill then be charged back to the affiliates on whose 
behalf the service •t11as provided. These costs are initially recorded on the providing 
affiliates' books and then charged to PHI Service Company based on a lease agreement or 
proportionate usage of such goods and services by PHI Service Company. These easts are 
included in PHI Service Company's costs which are then direct charged or allocated to the 
PHI affiliates. 

In addition, on a limited basis, a "P>fon PHI Sen•ice Company employee may perform 
shared services on behalf of multiple affiliates. The amount of time worked on the shared 
service is direct eharged to a specifie cost object in PHI Sen·ice Company using a fully 
costed price. This charge is billed back to the affiliates on whose behalf the sen·ice was 
provided. For e>rample, a PEPCO engineer leads a project to re:view engineering processes 
across all PHI's 1:1tilities. The employee's shared time OR the project 1.vill be directly 
charged to PHI Sen·ice Company and allocated back to the tlH'ee utilities. 
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SECTION ~ - OTHER CROSS COMPANY CHARGES BETWEEN 
AFFILIATES 

There are limited cross-company charges where costs must be direct charged, 
allocated, or assigned by a legal entity other than the PHI Service Company or EBSC. For 
these limited instances, costs will be direct charged out of the provider affiliate into the 
receiving affiliate, directly assigned into the receiving affiliate, or allocated based on the 
affiliates usage, and an intercompany receivable and payable will be generated on each 
affiliate's books. Examples of these types of transactions include: labor related services, 
occupancy costs, issuance of materials from store rooms, use of vehicles, and payment of 
mv01ces. 

1. Labor Related Services 

On a limited basis, an employee of an affiliate may perform services on behalf of 
another affiliate. The amount of time worked for the affiliate is direct charged to the 
receiving affiliate. Labor costs are captured separately through the time recording system. 
Fringe benefits. corporate overheads. and department overheads are added to labor costs 
directly charged to an affiliate. eased OH a fully eosted employee h01:1Fly priee, vAiieh avoids 
the Heed for additioHal overheads to ee applied iH the reeeiviHg eompany. 

2. Materials 

Pepco, DPL, and ACE, on a limited basis, may provide and charge materials to 
other affiliates. Direct charges for materials issued from inventory, used on behalf of an 
affiliate, are charged to the affiliate based on a weighted average cost of the inventory unit. 
In addition to charging material costs, a stores stock overhead (as deserieed iH SeetioH 3 
Cost AeeouHtiHg Proeess, "Overhead Costs") is also applied and charged to the affiliate. 
The overhead represents the cost of labor, contractors and other costs associated with the 
procurement of the materials. 

3. Vehicles 

Vehicles in the Pepco, DPL, and ACE fleet departments may be used by another 
affiliate. Direct charges for vehicle usage are charged to the affiliate based on the vehicle 
rate (as deserieed iH SeetioH 3 Cost AeeouHtiHg Proeess, "Overhead Costs") for the 
particular class of vehicle used. The rate includes the estimated cost of depreciation and 
vehicles leases. fuel. fees and licenses. contractor costs. associated labor and other costs of 
the Vehicle department. 

4. Occupancy Costs 

Occupancy costs are allocated from building owner or lessee to each affiliate based 
on the proportion of occupied space utilized by the affiliate(as deserieed iH SectioH 3 
Cost AccouHtiHg Proeess, "Overhead Costs"). Occupancy costs may include operations 
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and maintenance expenses, depreciation, lease expense, general building support, property 
taxes, security, and utilities. 

5. Payment of Invoices 

Invoices for the procurement of goods and services for more than one PHI affiliate 
are normally paid through PHI Service Company as a convenience payment. In the event 
that an affiliate pays an invoice that includes items for the procurement of goods and 
services for other affiliates, the cost is directly assigned and charged to a cost objectthe 
appropriate department in the other affiliate. An intercompany posting is generated to 
recognize a receivable on the general ledger of the affiliate paying the invoice, and a 
corresponding payable on the general ledger of the affiliate for which payment was made. 

6. Mutual Assistance 

PHI utilities may be provided or provide mutual assistance to/from PECO, ComEd, 
or BGE pursuant to existing American Gas Association (AGA) and Edison Electric 
Institute (EEi) mutual assistance agreements. 

7. Other Regulated Energy Related Agreements 

EXGEN may be one of the wholesale suppliers to PHI's utilities. In addition, other 
regulated energy-related transactions may occur between affiliated utilities. The related 
cost is priced at market or other regulatory approved price. 

Additionally, Pepco Holdings Utilities have agreements as joint owners of 
transmission system assets. The joint owners each receive their proportionate share of 
costs and investment returns. 
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SERVICE AGREEMENT 
(As Modified By The Service Agreement Extension and Modification Effective As Of January I, 20 I I And 

The 2nd Service Agreement Extension and Modification Effective As Of January I, 20 I 6) 

This Service Agreement, effective as of the 1st day of , is made by and 
between PHI Service Company, a Delaware corporation and a mutual service company (the 
"Service Company"), and (Company Name) an associate company of the Pepco Holdings, Inc. 
system (the "Client Company" and collectively with other associate companies that have or may 
in the future execute this form of Service Agreement, the "Client Companies"). 

WITNESSETH 

WHEREAS, the Service Company and the Client Companies have entered into this 
Service Agreement whereby the Service Company agrees to provide and the Client Companies 
agree to accept and pay for various services as provided herein, and as a result of which the 
Service Company fairly and equitably allocates costs among all associate companies to which it 
renders services; and 

WHEREAS, economies and efficiencies benefiting the Client Companies will result from 
the performance by the Service Company of the services as herein provided: 

NOW, THEREFORE, in consideration of the premises and the mutual agreements herein 
contained, the parties to this Service Agreement covenant and agree as follows: 

ARTICLE I - SERVICES 

Section 1.1. The Service Company shall furnish to the Client Company, as requested by 
the Client Company, upon the terms and conditions hereinafter set forth, such of the services 
described in Appendix A hereto (as such may be amended from time to time) at such times, for 
such periods and in such manner as the Client Company may from time to time request and 
which the Service Company concludes it is equipped to perform. The Service Company shall 
also provide the Client Company with such special services, in addition to those services 
described in Appendix A hereto, as may be requested by the Client Company and which the 
Service Company concludes it is equipped to perform. In supplying such services, the Service 
Company may arrange, where it deems appropriate, for the services of such experts, consultants, 
advisors and other persons with necessary qualifications as are required for or pertinent to the 
provision of such services. 

Section 1.2. The Client Company shall take from the Service Company such of the 
services described in Section 1.1 and such additional general or special services, whether or not 
now contemplated, as are requested from time to time by the Client Company and which the 
Service Company concludes it is equipped to perform. 

Section 1.3. The services described herein shall be directly assigned, directly charged or 
allocated by activity, project, program, work order or other appropriate basis. The Client 
Company shall have the right from time to time to amend, alter or rescind any activity, project 



program or work order provided that (i) any such amendment or alteration which results in a 
material change in the scope of the services to be performed or equipment to be provided is 
agreed to by the Service Company, (ii) the cost for the services covered by the activity, project, 
program or work order shall include any additional expense incurred by the Service Company as 
a direct result of such amendment, alteration or rescission of the activity, project, program, or 
work order, and (iii) no amendment, alteration or rescission of an activity, project, program, or 
work order shall release the Client Company from liability for all costs already incurred by the 
Service Company pursuant to the activity, project, program, or work order, regardless of whether 
the services associated with such costs have been completed. 

ARTICLE II - COMPENSATION 

Section 2.1. As compensation for the services to be rendered hereunder, the Client 
Company shall pay to the Service Company all costs which reasonably can be identified and 
related to particular services performed by the Service Company for or on the Client Company's 
behalf, such costs to be determined in accordance with the cost accounting manual for the Pepco 
Holdings, Inc. system and applicable rules and regulations, including the regulations of the 
Federal Energy Regulatory Commission ("FERC") regarding the Uniform System of Accounts 
for Centralized Service Companies. Where more than one Client Company is involved in or has 
received benefits from a service performed, costs will be directly assigned, directly charged or 
allocated, as set forth in Appendix A hereto, between or among such companies on a basis 
reasonably related to the service performed. 

Section 2.2. It is the intent of this Service Agreement that the payment for services 
rendered by the Service Company to the Client Companies under this Service Agreement shall 
cover all the costs of its doing business (less the cost of services provided to associated 
companies not a party to this Service Agreement and other non-associated companies), including 
but not limited to, salaries and wages, office supplies and expenses, outside services employed, 
insurance, injuries and damages, employee benefits, miscellaneous general expenses, rents 
(including property leased from Client Companies for use by the Service Company), 
maintenance of structures and equipment, depreciation and amortization, and compensation for 
use of capital. 

Section 2.3. The method of assignment, charge or allocation of costs described in 
Appendix A shall be subject to review annually, or more frequently if appropriate. Such method 
of assignment, distribution or allocation of costs may be modified or changed by the Service 
Company upon the express approval of the modification by each affected Client Company 
without the necessity of an amendment to this Service Agreement provided that in each instance, 
costs of all services rendered hereunder shall be fairly and equitable assigned, distributed or 
allocated, and notice of such change is provided to the Client Company. 

Section 2.4. The Service Company shall make available a monthly statement to the 
Client Company that shall reflect the billing information necessary to identify the costs charged 
for that month. By the end of the month following billing, the Client Company shall remit to the 
Service Company all charges billed to it. Monthly charges may be billed on an estimated basis, 
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but adjustments will be made within ninety (90) days to assure that billings are in accord with 
Sections 2.1 and 2.2 above. 

ARTICLE III - TERM 

Section 3.1. This Service Agreement shall become effective as of the day above written, 
and shall continue in force until January 1, 2021, or until terminated by either party upon no less 
than ninety (90) days' prior written notice to the other party. As of January 1, 2021, or upon 
each five (5) year anniversary of this agreement thereafter, the parties may extend this 
agreement, with or without modifications, for an additional five (5) years by mutual written 
agreement to such modification and/or extension. This Service Agreement shall also be subject 
to termination or modification at any time, without notice, if and to the extent performance under 
this Service Agreement may conflict with any rule, regulation or order of the FERC or any other 
regulatory body with jurisdiction over the Service Company or the Client Company adopted 
before or after the date of this Service Agreement. 

ARTICLE IV - MISCELLANEOUS 

Section 4.1. All accounts and records of the Service Company shall be kept in 
accordance with the Uniform System of Accounts for Centralized Service Companies 
promulgated by the FERC. 

Section 4.2. Other existing subsidiaries and new direct or indirect subsidiaries of Pepco 
Holdings, Inc. that may come into existence after the effective date of this Service Agreement 
may become additional Client Companies (collectively, the "New Client Companies") subject to 
this Service Agreement by execution of this form of agreement, as it may be amended at that 
time. In addition, the parties hereto upon the express approval of each affected Client Company 
shall make such changes in the scope and character of the services to be rendered and the method 
of assigning, charging or allocating costs of such services among the Client Companies and the 
New Client Companies under this Service Agreement as may become necessary. 

Section 4.3. The Service Company shall permit the Client Company access to its 
accounts and records, including the basis and computation of allocations. 

Section 4.4. This Service Agreement and any amendments hereto shall not be effective 
until any necessary regulatory approvals have been obtained. 
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IN WITNESS WHEREOF, the parties hereto have caused this Service Agreement to be 
executed as of the date and year first above written. 

PHI Service Company 

By: 

(Company Name) 

By: 
(President) 
(title) 
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This appendix describes (i) the Policies and Procedures (see pages 7-11) to be used to accumulate 
costs of Service Company services and (ii) the methodologies used to assign or allocate such costs 
to Client Companies. Definitions of the ratios are provided in Appendix B. The Service Company 
may provide to associate Client Companies the following services, which may be used by the Client 
Company: 

I. Executive Management 

a. The Executive Management function includes office of the President and CEOFS of 
Pepco Holdings, Inc.,,_--aft€l PHI 8erviee CoffipaRy that advise and assist ClieRt Companies 
on corporate matters such as operations, the issuance of securities, proposals for capital 
e>cpesditures, budgets, financing, acquisition and disposition of prnperties , expansion sf 
business, rate strnetures, ptiblie relatioHships aHd other corporate matters. The Executive 
MBflagement funetioH iRcludes the services of the Chaifffian, CEO, Corporate Secretary, 
Senior VP and CFO, Senior VP and General CoHesel, Controller, Treasurer, Chief Risk 
Officer, Senior VP External Affairs, President and CEO, Pepco Energy Services, 
supporting staff,,_ and other members of the senior management team as deemed 
appropriate, as well as--aft€l_-other expenses. including interest. taxes and general fees not 
covered in one of the functions below. 

b. To the extent possible, services will be directly charged using a standard rate per hour or 
unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Services that are not direct charged will be accumulated in Cost Centers. Costs that are 
not directly charged will be allocated based on the Two Factor Ratio. 

II. Procurement and AdministrativeSupport Services 

a. The Procurement and Administrative ServicesSupport Services functions provide~ 
security, including asset protection and investigative services; storeroom procurement 
and materials management; vehicle resource management, including company vehicle 
maintenance; mail, records reteHtion management and reprographic services; general 
services, including strategic sourcing, supplier di\·ersity, supply chain, management and 
other office services; building services, including facilities management and building 
maintenance, occupancy charges, mail and reprographic services; claims administration 
services; instructional design:eonferenee center 1:1sage; and other services such as 
security, real estate, environmental. training and safety services, iscluding right of way. 

b. To the extent practicable services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Services that are not direct charged ·.vill be accumulated is Cost Centers. Costs that are 
not directly charged will be allocated based on the following ratios: 

1. security Labor $ Ratio 
2. storeroom procurement and materials management Materials 8toek Iss1:1ed Ratio 
J..o.1. vehicle resource management - Vehicle $ Ratio 
4 . general services Tvt'o Factor Ratio 
~2.building services (facilities cost) - Square Footage Ratio-('4 
€i . real estate services Real Estate Investment Ratio 



7. conference ce1Tf:er usage Employee Ratio(**) 
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L mail, records retention manageffie:nt and reprographic services Employees by 
Building Ratio Claims administration services - Historical Claims Ratio 
Instructional design Cestomer Ratio 

84.0ther Services - Two Factor Ratio 

* The costs associated with Hnoccepied space in buildiAgs owaed or leased by PJzll 
Service Company will be allocated based oa the Service Company Bill Ratio. 
** The Conferel'l:ce Center is 1;1sed b~· employees of PHI Service Company as well 
as employees of other PHI affiliates. The portion of the costs related to usage b~' PHI 
Service Company employees will be allocated based OA the Service CompaRy Bill 
Rati&. 

III. Financial Services and Corporate Expenses 

a. The Financial Services and Corporate ExpeRse function includes financial services such 
as acco1;1Rts payable; payroll acco1:1nting services· asset and project aceo1;1nting services; 
other fiHancial services, ine11;1ding corporate and strategic planning, budgeting, treasury 
and finance, risk management, cash management, financing, funded plans 
administration, in·«estor relations, shareholder services, and financial and ta" accounting 
services.:., regulatory affairs and 8arbanes Oxley compliance oversight; salary accruals; 
and other corporate expenses, including interest and general fees. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
8er\'iees that are not direct charged will be aec1;1FRulated in Cost Centers. Costs that are 
not directly charged will be allocated based on the following ratios:Two Factor Ratio. 

l. accounts payable Transactions Processed Ratio 
2. payroll accounting services Employees Paid Ratio(*) 
3. asset and project accounting services Gross Property, Plant & Equipment Ratio 
4 . all other financial services Two Factor Ratio 
5. salary accmals Two Factor Ratio 
6. other corporate expenses Service Company Bill Ratio 

* The portion of costs associated with payro II accm,1nting services provided for 
employees of PHI Service Company will be allocated based on the Service Company 
Bill Ratio. 

IV. Insurance Coverage and Services 

a. Insurance Coverage and 8en'ices iacludes coverage for property general liability, 
directors and officers, vehicle, and miscellaneous insurance premiums and claims; and 
insurance and claims administration services. 

b. To the e>(tent practicable. services will be directly charged using a standard rate per hour 
or unit as described in the Policies and Proced1:1Tes found on pages 7 11 of Appendix A. 
Services that are not direct charged will be accumulated in Cost Centers. Costs that are 



not directly eharged will be allocated based on the following ratios: 
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1. property insurance Gross Insured Property Plant & Equipment Ratio (*) 
2. general liability insurance Labor$ Ratio 
3. directors and officers insurance Two Factor Ratio 
4. vehicle insurance Vehicle $ Ratio 
5. insHrance administration services Two Factor Ratio 
6. miscellaneous insurance Two Faetor Ratio 
7. claims administration services Historieal Claims Ratio 

* The portion of costs associated with insurance pro,·ided for property of PHI 
8eFt·ice Company will be allocated based on the 8erviee Company Bill Ratio. 

IV. Human Resources 

a. The Human Resources function provides compensation and benefit services such ast 
personnel, employment and staffing!t diversity, employee/labor relations; skills training 
and management development; .. performance improvementt and organizational 
development. 

b. Human Resources Services To the eJctent practicable services will be directly charged 
using a standard rate per hour or unit, as described in the Policies and Procedures found 
on pages 7-11 of Appendix A. Services that are not direct charged will be accumulated 
in Cost Centers. Costs that are not directly charged will be allocated based on the 
follovling ratios: on the Employee Ratio. 

1. cost of benefits To the eJ{tent practicable, each Client Company '•Vill be directly 
charged their cost of employee benefits. Employee benefit costs that cannot be directly 
charged to Client Companies 'Nill he allocateel hased on the Employee Ratio. 

2. e:1tecutive compensation services T't't'O Factor Ratio 
3. all other human resources services EmpiO)'ee Ratio(*) 

* The portion of costs assoeiateel with human res01:1rees services provided for employees 
of PHI Service Company will be allocated baaed on the Service Company Bill Ratio. 

Vt. Legal Services 

b. The Legal Services function provides legal counsel related to general corporatePHI 
specific -issues. 

c. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
8ervices that are not direct charged 'Nill be aecHmulated in Cost Centers. Costs that are 
not directly charged will be allocated based on the Historical Legal Direct Labor 
Charge Two Factor Ratio. 

Legal sen·ices are often provided for other fimctions within PHI Sen·ice Company, such 
as the review of consolidated financial reports and employee relations. these sen•ices 
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will be charged to the appropriate Service Company Cost Center. The Cost Center will 
be allocated to ClieRt Companies based on the approved ratio for the f1:1ActioR eilled. 

VII. Audit Services 

The Internal Audit Services fimetioR provides audit sen·ices related to general corporate 
issues. 

To the exteHt practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found OH pages 7 11 of AppeHdiM A. 
Services that are not direct charged will be accumulated iH Cost Centers. Costs that are 
not directly charged will be allocated based on the T·No Factor Ratio. 

VIH. Customer Services 

a. The Customer Services function includes customer service centers, billing, credit and 
collections, cash remittance processing, administrative and technical support, quality 
assurance .. an&-training, metering services and s~·stems, customer energy efficiency 
programs, customer systems, the Special Billing group and other customer related 
activities. The Special Billing group provides billing of non energy materials and 
services. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Services that are not direct charged will be accumulated iR Cost Centers. Costs that are 
not directly charged will be allocated based on the-the Customer Ratio. following ratios: 

1. special billing Special Bills Ratio 
2. all other customer services Customer Ratio 

~VII . Information Technology 

a. The Information Technology function includes costs forprovides employee labor. 
contractors. and ether operating support of voice and information technology services 
which currently include the following; telephone and related items; iHfrastrueture and 
application systems and support, including desktops, netv,·ork, 8AP and other systems; 
operating and mainframe systems; storage systems; and ether IT support, including 
technology solutions and information management, applications deliYery and support 
data administration, security, help desk, consulting, business teclmology maRagement, 
support for non maiHframe, Ron network systems, miscellaneous infrastructure and 
applications associated with shared PHI systemsand general management and 
administratioR. 

b. Ts lA€ eHteflt FJnrntieahli:l, servi@e essts will he €1ireetiy ekargee using 8 staR€11.u€1 rnt'e ~er 
iunff ©r 1:tflit, es €1eserihe8 in tli!e P©lieies snel Prsee81:1res kHIAB SA J§lBges 7 11 sf 
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AJJpe1ufr1 A. 8ervices that are not direct charged will be accttm1:1lated in Cost Centers 
and allocated as follows: 

&.-
e. telephone and related items Telephone Ratio 
d. infrastructme and application systems and sttpport End User Ratio 
e. mainframe and operating systems CPU Capacity Ratio 
f. storage Data 8torage Ratio 
g. other IT Services Two Factor Ratio 
lr.---
hb. To the extent practicable. service costs will be directly charged using a standard rate per 

hour or unit. as described in the Policies and Procedures found on pages 7-11 of 
Appendix A. IT services and systems are often provided specifically to other functions 
within PHI 8ervice Company, such as the Customer Billing 8ystem these 
services/systems will be charged to the appropriate Service Company Cost Center. The 
cost center will be Services that are not direct charged will be allocated to Client 
Companies based on the approved ratio for the associated function supported-etHea. 

VIIIX. External Governmental Affairs 

a. The GovernmentalE>eternal Affairs function includes customer research resolution; 
commercial account management; ; general corporate communications such as, employee 
comnumieatioAs, general corporate advertisinglbrandiAg; _corporate contributions; and 
other governmental affairs which involve developing and maintaining relationships with 
federal and state government institutions and community officials, including lobbying 
and other activities; and utility customer communications, such as informational and 
instructional advertising. 

h:_To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
8ervices that are not direct charged will be accumulated in Cost Centers. Costs that are 
not directly charged will be allocated basedas follmvs:on the Two Factor Ratiofollowing 
ratios. 

1. Customer research and account management services - Customer Ratio 
h2.0ther government affairs services - Two Factor Ratio 

1. utility customer commtinications CHstomer Ratio 
2. all other foaemal Affairs Two Factor Ratio 

3. XI. Environmental 8ervices 



XII. Safety Services 
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b. The Safety Services ftJRetion includes reporting and compliance with safety regulations, 
and oversight of corporate safety awareness programs. 

c. To the e1'tent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedllfes found on pages 7 11 of AppendiJt A. 
Services that are not direct charged 1.vill be accumulated in Cost Centers. Costs that are 
not directly charged will be allocated based on the Two ~actor Ratio. 

IX. Communication Services 

a. The Corporate Communications function includes employee communications. general 
corporate branding and utility customer communications, such as informational and 
instructional advertising. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the Two Factor Ratio. 

X. Regulatory Services 

a. The Regulatory Services function includes regulatory strategy, policy. and other 
regulatory affairs services, as well customer energy related services such as balance and 
settlement, power procurement. and market settlements. 

b. To the extent practicable. services will be directly charged using a standard rate per hour 
or unit. as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
All costs that are not direct charged will be allocated based on the following ratios: 

1. Ceustomer energy - K wh Output Ratio 
42. eOther regulatory services - Two Factor Ratio 

XIJ.I. Regulated Electric and Gas Operation Services 

a. The Regulated Electric and Gas Services function includes the following electric and gas 
delivery services: system operations services; meter maintenance and testing; peweF 

procuremeAt aAd eAergy planning; and other delivery services, including delivery senior 
management, asset management, finaAcial aAalysis, engineering standards, 
interconnection planning and arrangements, distributions and transmission planning, 
value added services, engineering services for distribution, substation and transmission, 
system protection, drafting and construction management, electric maintenance, 
administrative support, forestry, process improvement, training, performance analysis, 
and benchmarking_, aAd ena-bliAg systemsand special billing. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
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Serviees that are not direet charged vfill be aeeumulated in Cost Centers. All costs that 
are not direct charged will be allocated based on the following ratios: 

1. system operations services - Kwh Output Ratio.i. 
2. meter maintenance and testing services - Kwh Output Ratio:!:. 
3. power procurement and energy planning Kwh Output Ratio 
4J_. other delivery services - Two Factor Ratio 
* (see Appendix B fur gas conversion factor). 

XII¥. Supply Services 

a. The Supply Services function includes utility storeroom procurement and materials 
management services. as well as other general procurement costs. 

b. To the extent practicable, services will be directly charged using a standard rate per hour 
or unit, as described in the Policies and Procedures found on pages 7-11 of Appendix A. 
Costs that are not directly charged will be allocated based on the following ratios: 

I. Utility Storeroom services - Materials Stock Issuance Ratio 
2. Other Supply Services - Two Factor Ratio 

Internal Consulting Serviees 

a. The internal consulting serviees function will provide eonst:1lting in areas such as the 
alignment of people, processes aruA teehaologies with a goal of improving productivity and reducing 
costs for a b1:1siness liRe or shared service department. 

b. To the entent praeticable, services will be directly charged using a standard rate per hour or 
uAit, as described ia the Policies and Procedtires found on pages 7 11 of Appendix A. Tl1is may 
include charges to other Service Company departments ·.vhen they are a client. Any such eharges 
within the Ser,·ice Con1paay will be included ia those functions billed to Client Companies. 
Services that are not direct charged will be accumulated in Cost Centers. Costs that are not directly 
charged will be allocated to Client Companies based on the Two Factor Ratio. 
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Service Company will provide services to Client Companies in accordance with the terms of 
the Service Agreement. 

Service Level Standards 

Annually, as part of the corporate budgeting process, a budget will be prepared for the 
services that will be provided to the Client Companies by each of the shared service providers 
during the next calendar year. The budgets will include assumptions around direct charging for 
services. Budgeted costs not directly charged will be allocated on a monthly basis in the budget in 
accordance with the approved costing methodologies utilized on an actual basis. The budget 
information is processed in the management information system and is available for review by 
employees of the Client Companies. The budget targets are set by senior management and the final 
budget is approved by the Board of Directors. The budget process provides each Client Company 
with service level standards and sets expectations which can be used during the following year to 
compare actual Service Company performance against these expectations. 

Cost Management 

Service Company will maintain a cost management information system that allows it to 
accumulate costs via cost objects. Cost objects are collection tools and includein the following 
manner: Orders, Business Unit, Projects,. and Departments.Cost Ce0ters. Orders aRd Projects 
co0stitute a 'Nork order system for charging costs to specific jobs. These tools collect easts for a 
limited amouRt of time and either transfer the dollars to a cost center, if they are aR e1lpeRse, or to 
aR asset and/or balance sheet accouRt for capitalized costs. Cost Centers collect costs at the 
resource or product le¥el and are the final receiver of expenses collected iR Orders as described 
above. This system supports the philosophy of separating costs by business group and legal entity 
on a fully costed basis. Service Company will use this system to maintain an accounting system to 
record all costs of operations. 

The cost of work performed by the Service Company will be collected in Orders, Projects 
and DepartmentsCost CeRters. Costs will be charged as work is performed and costs are incurred. 
Time records and expense statements will be used to track resource consumption. _Labor related 
costs collect iR cost objects referred to as resource cost centers and are expected to be the most 
significant costs for the Service Company. To the extent practicable, the Service Company 
employees shall be required to direct-charge their time to an appropriate cost object through the 
time reporting system. The following guideliRes are provided to ensure accuracy and efficient time 
IE:eeping by 8ePt'ice Company employees: 

1. Time should be entered daily into the appropriate time reporting system. If this is not 
practical, the employee should prepare manually prepared time records, substantiating later 
electronic time entry. 
2. In RO event should time entry be delayed past the end of the pay period. 
3i. Employees should keep track of time in one half hour increments. 
4J Emplo)'ee time shall be approved in accordance with the Companies' policies. 
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Costs will be eharged to Client Company~ Cost Centers, Orders or Projeets as \York is 
performed ood costs are inc1:1rred. The Controller's Department is responsible to eft51:1re that all of 
the billing methodologies are eonsistent with the Service Agreement. The establishment of cost 
objeets within tfte cost maBagement information system for 1:1se by the 8ervice CompaBy will be 
strictly controlled by the Controller's Department. The Controller's Department will ensure that all 
cost objects have been authori~ed by the appropriate Service Company department. 

Service Company will l:lse a standard costing system. Resource cost centers collect the 
actual costs of labor and related costs. As products or services are provided by the Service 
Company cost centers, the services are directly charged to Orders, Projects or other Cost Centers at 
standard rates. Standard rates, which are caleulated at least annually, are based upon anticipated 
resource costs and acfr,rity levels, e.g. available hours to perform ""''ork. Any residual amounts or 
costs that cannot be practicably direct billed remain in the resource cost center towill be allocated to 
Client Companies on an appropriate basis, as defined in the Service Agreement. The amount billed 
to the Client Company is charged to Client Company Orders, Projects and departmentsClient Cost 
Centers_-created to collect the costs of the services provided to that company. 

The Service Company uses cost allocation methods designed to fully distribute costs. The 
Service Company will have a tiered approach to billing Client Companies comprised of the 
following steps: 

A. Direct Assignment: 
Non-labor costs which benefit specific Client Companies will be directly assigned to the 
specific Client Companies whenever feasible. Costs which are directly assigned to a Client 
Company are not costs of the Service Company and therefore are not included in the 
amounts billed. 

B. Direct Charges: 
Labor related services consumed for an Order, Project or activity performed specifically for 
a Client Companyst Center will be directly charged to that business unitcost object at a 
standard rate per unit of labor. The standard rate includes direct costs such as labor, 
materials and supplies, and indirect expenses such as overhead costs for benefits, incentives 
and payroll taxes, vehicle costs, occupancy costs, and common IT user services necessary 
for the employee to provide the service. 

Certain Service Company costs, such as benefit and payroll administration, common IT 
services (network, phone, v;orkstations, etc.), and Human Resources and Special 
Billingbuilding services consumed by Client Companies will be directly charged at a 
standard rate per unit of services. These rates are based upon anticipated costs and units of 
service, including expected occttpied space (facilities), 1:1sers (IT), and employees (HR) and 
bills (Special Billings).(benefit and payroll administration) . 

C. Indirect Charges: 

~ L_Allocations: Costs accumulated that apply to all Client Companies or to a group of 
Client Companies, which have not been directly assigned or directly charged as 
described in A or B, above, will be allocated based on the allocation ratios defined in 
Appendix B. Allocation ratios will be recalculated by the Service Company at least 
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annually. In some instances allocations related to a specific client company may be 
charged to that companies' pareflt company in order to reduce administrative aurden. In 
these cases, the raw data used to calculate the ratio to ae allocated to the parent 
company includes the portion of the raw data of the subsidiary company. For example, 
'>vhen calculating the Tu·o Factor ratio fur the parent eompany, the O&M and Gross 
Property, Plant and Equipment amounts fur the suasidiary will be added to the data of 
the parent company. 

Statistical key figures (SKF' s) are the speeifie ratios entered into the Service 
Company' s aceountiHg system. There may be m1:1ltiple SKF"s for one defined ratio 
depending on the specific Clieflt Companies associated with a particular service 
allocated using the ratio. For exa:rnple there will be one SK.n fur the Two Factor ratio 
which allocates internal audit services to all Client Companies and a separate SK:.v to 
allocate internal audit services to the three utilities, if the audit relates only to the 
operations of those three companies. The raw data used for the utility companies in 
each SKF is the same. The only difference is the Client Companies receiving the 
charges fur the services. 

;:!2. Service Company Cross Charges: 

Monitoring 

Certain Service Company overhead costs, such as the cost of benefits, payroll taxes. and 
incentives, purchasing and storeroom management, and other indirect costs, such as 
benefit and payroll administrative services. common vehicles, IT user services, and 
building services are charged to Service Company functions that utilize these services 
and are included in their standard rate for billing to Client Companies. These costs are 
charged using standard rates based upon anticipated expenses and units of service, e.g. 
expected salaries (benefits), square footage, etc. Any difference between the afflount 
charged at the standard rates and the actual costs incurred for the month is charged to 
Client Cofflpanies based on the Service Con:ipany Bill Ratio. 

In addition, inforn:iation technology services and support for other Services Company 
functions caused by, labor strikes, storm contingency coverage, rate case support, and 
other special projects, may may be cross charged to another Service Company function. 
These charges are included in the amounts that these functions bill to Client Companies 
and will be allocated based on the approved allocation ratios defined in Appendix B.,. 
These situations require the approval of the Controller' s department. .:. 

The Controller's Departfflent shall be responsible for reviewing, fflonitoring, and 
maintaining the process for the accum1:1lation of 8erviee Comp~· costs charged to Client 
Cofflpanies, either thrm1gh direct or indirect charges. In connection with the responsibility, the 
Controller's Departfflent shall: 

1. Process the 0:1m1:1al 01:1dget to allocate shared service costs and 8en'ice Cofflpany cross 
charges to Client Companies. 

21. Control the establishment of all cost objects for billing Sen·ice Cofflpany charges. 
3~. Analyze the reasonableness of charges in the cost ffl:anagefflent infoffflation system. 
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4. Review Bfld evaluate the reasonaeleness of the monthly bill to each Client CompRRy. 

The Controller's Departmeat shall ee responsible for updating all allocatiofls 1:1sed by the 
eost mBflagement iaformatioa system. Supportiag work papers will be maiataiaed by the 
Controller's Department. The Cofltroller's Department will be responsible to ensure that all 
alloeatioHs are proper, aeeurate, Bfld eurreHt. Also, the Controller's Department shall be responsible 
for ensttring that tl'le allocation methodologies are iR aeeord0flce with the provisions of the System's 
eost aeeounting manttal and the Uniform System of Accottffis for Cem:raliz:ed Service Companies 
promttlgated by the FERG, if applicable. 

Billing 

The amottffis billed by PHI Service CompBfly 'Nill be available mom:hly through reports 
aeeessible '+Yithia the accounting system. A hard eopy of the bill v1ill be available upon request. 
The Coatroller's Departmeffi shall be responsible for reviewing the moffihly bills, as necessary, v1ith 
the pertinent officers of the Client CompBflies, or their designees, who are responsible for appro'<•al 
of the bills upoa request. 

The monthly bills will contain the followiag iaformation: 

1. The Client Company. 
2. The cost of each service billed to the Client Company. 

The eost m0flagemeat information system will contaifl detailed information supporting eaeh 
service charged to a Client Compfifty. furthermore, eaeh Client Company departmentcost center 
head and project m0flager is responsible for validating, in a timely manner, costs charged to their 
de13artmenteost center or project, inelt:1dieg amot:1nts billed by the 8ep,•iee Company. This 
validation is a key component of Pepeo Holdings, Ine.'s system of internal controls. Using the eost 
managemem: information system, eost centers are able to drill dovm on all easts billed to them by 
the Service Company to determine the specifies of eaeh eost. The Controller's Department will 
assist Gliem: Company de13artmenteost center mBflagers, as necessary, to research and 'i'alidate 
charges to their ~cost centers. 

When an erroneous charge is discoYered, the Controller' s Department is responsible for 
correction of the error in a timely manner. 

Dispute Resolution 

If there is a dispute between a Client Company and the Service Company concerning the 
appropriateness of an amount billed to a Client Company, the Controller's Department will meet 
with the appropriate representatives for the Client Company departmentcost center _and the Service 
Company to resolve the dispute. If the dispute cannot be resolved by the Controller's Department, 
the issue will be referred to the Chief Financial Officer of Pepco Holdings, Inc. for disposition. 

Internal Audit 

The Internal Audit Department shall perform an audit of the Service Company billing 
process every two years. Computer systems, billings, and source documents will be examined to 
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ensure on a test basis that the services provided are authorized, documented, and accurately 
recorded in the accounting records. The audits will include an examination of the Service Company 
allocation methods and the allocation factors used to ensure that they are in compliance with the 
methodologies described in the Service Agreement. Also, the audits will evaluate the adequacy of 
the system of internal controls over the billing process and the reasonableness of each allocation 
methodology used to distribute costs to the Client Companies. 



Appendix B 
Page 1of5 

Definition of Service Company Allocation Methods 
Ratio Title Ratio Description 

CPU Capacity Ratio A ratio the numerator of which is the amount of CPU capacity 
used for a particular system within a Client Company, the 
denominator of which is the total amount of CPU capacity used 
by all Client Companies (or specific Client Companies receiving 
the service allocated per this fuetor, if net all Companies are 
receiving the service). 

Customer Ratio A ratio the numerator of which is the number of customers 
served by a Client Company, the denominator of which is the 
total number of customers for all the Client Companies (or 
specific Client Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). 
Customers designated as both electric and gas, within the same 
company, will be assigned 50% to gas and 50% to electric for 
the purposes of this ratio calculation. 

Data Storage Ratio A ratio the numerator of which is the gigabytes of data storage 
space used for a particular s;·stem application, the denominator 
of which is the total gigabytes of data storage space used for all 
system applications (or specific system applications receiving 
the service allocated per this factor, if not all system applications 
are receiving the service). 

Employee Ratio A ratio the numerator of which is the number of employees of a 
Client Company, the denominator of which is the total number 
of employees for all Client Companies (or specific Client 
Companies receiving the service allocated per this factor, if not 
all Companies are receiving the service). 

Employees by Building Ratio 

Employees Paid Ratio 

A ratio the numerator of which is the number of employees 
occupying each building receiving the service, the denominator 
of which is the total number of en1ployees occupying all 
buildings receiving the service. 

A ratio the aumerator of whiel=t is the nuRleer of employees paid 
through the Service CoRlpany's 13ayroll systeRl for a Client 
Company, the denominator of which is the total number of 
employees paid th:ro1:1gh the Service Cofflpan;,·s payroll system 
for all Client Companies (or specific Client Companies receiving 
the service allocated per this factor, if not all Con1panies are 
receiving the service). 



End User Ratio 

Gross Insured Property Plant & 
Equipment Ratio 

Gross Property, Plant & Equipment 
Ratio 

Historical Claims Ratio 

Historical Legal Direct Labor 
Charge Ratio 
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A ratio the nttmera-tor of "Yhich is the number of users of 
infrastructure or application S)'Stems within a Client Company, 
the denominator of which is the total number of users of 
infrastructure or application S)'Stems within all Client Companies 
(or specific Client Companies receiving the sen'ice allocated per 
this factor, if not all Companies are receiving the service). 

A ratio the numerator of which is the total gross cost of insured 
property, plant and equipment in a Client Company, the 
denominator of which is the total gross cost of insHred property. 
plant and eq1:1ipment for all Client Companies (or specific Client 
Companies receiYing the seP<'ice allocated per this factor, if not 
all Companies are receiving the service). Property, PlaHt and 
Eq1:1ipn1ent owned by PHI Sen·ice Company which can not be 
attrib1:1ted to a building, and consolidation adjustments not 
recorded on a specific company are eJrnluded. Property which is 
ins-ured, but not owned by an affiliate. will be included at its 
insured value. 

A ratio the numerator of which is the total gross cost of property, 
plant and equipment in a Client Company, the denominator of 
which is the total gross cost of property, plant and equipment for 
all Client Companies (or specific Client Companies receiving 
the service allocated per this factor, if not all Companies are 
receiving the service). Property, Plant and Equipment owned by 
PHI Service Company and consolidation adjustments not 
recorded on a specific company are excluded. 

A ratio the numerator of which is the total claims expense of a 
Client Company, the denominator of which is the total claims 
expense for all Client Companies (or specific Client Companies 
receiving the service allocated per this factor, if not all 
Companies are receiving the service). 

A ratio the nllillerator of which is the amount of direct legal time 
charges to a Client Company for a tweh'e month period, the 
denominator of which is the total amount of direct legal time 
charges to all Client Companies ttsing the service (or specific 
Client Companies receiving the sen·ice allocated per this factor, 
if not all Companies are receiving the service) for a twelve 
month period. Direct time charges to PHI Sen•ice Company are 
excluded. 



Kwh Output Ratio 

Labor $ Ratio 

Materials Stock Issued Ratio 

O&M Ratio 

Real Estate Im•estment Ratio 
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A ratio the numerator of which is the number of kilowatt hours 
purchased and generated by a Client Company, the denominator 
of which is the total number of kilowatt hours purchased and 
generated by all Client Companies (or specific Client Companies 
receiving the service allocated per this factor, if not all 
Companies are receiving the service). 

A ratio the Rumerator of which is the amouRt oflabor dollars 
incurred by a Client Company for a tweh'e moRth period, the 
deRomiRator of whieh is total labor dollars for ell Client 
CompaRies (or speeifie Client Companies recei,·iRg the seFYice 
allocated per this factor, if Rot all Companies are receiviRg the 
service) for a twelve month period. Any labor dollars attributed 
to PHI Service Company will be e>ccluded . 

A ratio the numerator of which is the materials stock issuance 
from a Client Company store room, the denominator of which is 
the total materials stock issuances from all Client Company store 
rooms (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). 

A ratio the numerator of which is the total operations and 
maintenance (O&M) expense of a Client Company for a twelve 
month period, the denominator of which is the total operations 
and maintenance expense for all Client Companies (or specific 
Client Companies receiving the service allocated per this factor, 
if not all Companies are receiving the service) for a twelve 
month period. Any affiliate whose total O&M expense is 
negative, the O&M of PHI Service Company, and O&M which 
is caused by consolidation adjustments will be excluded. 

A ratio the Rumerator of which is the cost of real estate leases 
and land and buildings owned by a Client Company, the 
denominator of which is the total cost of real estate leases and 
land and buildings for all Client Companies (or specific ClieRt 
CompaRies receiYing the service allocated per this factor, if not 
all CompaRies are receiving the service). Real Estate ov.'lled or 
leased by PHI Service Company is excluded. 



Service Company Bill Ratio 

Special Bills Ra-tie 

Square Footage Ratio 

Telephone Ratio 

Transactions Processed Ratio 

Two Factor Ratio 
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A ratio the numera-tor of vffiich is the total amoun-t silled sy PHI 
Service Company to a Client Company for a twelve month 
period, the denominator of 'Nhich is the total amoun-t silled sy 
PHI Service Company to all ClieAt Companies (or specific 
Client Companies recei·i'iAg the service allocated per this factor. 
if not all Compaflies are reeei'i'iAg the service) for a twelve 
month period. Any client companies billed a negati1+·e amount 
for the twelve month period will se excluded fronl the 
calculation. 

A ratio the numera-tor of which is the numser of special sills 
issued for a Client Company. the denominator of which is the 
total numser of special sills issued for all Client Companies (or 
specific Clieflt Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). Bills 
issued on sehalf of PHI Service Company are excluded. 

A ratio the numerator of which is the number of total square feet 
of space occupied by a Client Company, the denominator of 
which is the total number of square feet of space occupied by all 
Client Companies (or specific Client Companies receiving the 
service allocated per this factor, if not all Companies are 
receiving the service). 

A ratio the numerator of which is the numser of telephone 
eJEtensions used by a Client Company, the denominator of which 
is the number of telephone extensions used by all Client 
Companies (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). 

A ratio the numera-tor of which is the numser of transactions 
processed for a Client Company, the denominator of '.vhich is the 
total numser of transactions processed for all Client Companies 
using the service (or specific Client Companies receiving the 
sen'ice allocated per this factor, if not all Companies are 
receiving the service). Transactions processed for PHI Service 
Company are excluded. 

A composite ratio which is comprised of an average of the 
O&M and Gross Property, Plant and Equipment ratio 
percentages (described above) for all Client Companies (or 
specific Client Companies receiving the service allocated per 
this factor, if not all Companies are receiving the service). 



Vehicle $ Ratio 

Notes: 
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A ratio the numerator of which is the amount of vehicle rate 
charges in a specific Client Company, the denominator of which 
is the total amount of vehicle rate charges in all Client 
Companies (or specific Client Companies receiving the service 
allocated per this factor, if not all Companies are receiving the 
service). Rate charges to PHI Service Company are excluded. 

'.Vhere apf)lieable, the following will be 1:1tilized to eon\'ert gas sales to eq1:1ivalent eleotrie sales: 
0.303048 e1:1bie feet of gas equals l kilowatt ho1:1r ofeleetric sales (based on eleetricity at 3412 
Bttt!Kv1h and natural gas at 1034 Btuleubie foot). 

The historical time period utilized to prepare the allocation ratio may vary to more accurately refleet 
ongoing operatio0al aetivities d1:1e to the dissol1:1tion or aequisition of a Clie0t Company and,lor li0e 
of lmsi0ess, the wind do't\lfl of a Clie0t Comf)aR)' and/or li0e of business or a significant change in 
projeeted fut1:1re operations of a Client Company. 
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