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Dear Councilmember Bediner:

Ower the last several weeks, Pepco has seen an increase in the number of high hll
com plaints as customers pay their e ectric bill s from January 200%. They seek answers to
their questions about hugh bill s amid feling energy prices. Some mcorrectl v believe that
Pepco has instituted a rate increase without regul atory approval or public notification.
Webelieve itisimportant for us to share with you pertinent facts in the event that you are
cotttacted by yvour constituents about their electricity bills.

Prim ary concerns surround the issue of higher prices for the commodity of electricity.
Since deregulation of this market nearly a decade age, Pepco no longer generates
el ectricity. Our role s to purchase this commodity for cur customers in acompetitive bid
process over seen by the Public Service Commission. Today, conmimers are using
electricity procured through purchasing agreements from 2007 and 2008 when
commodity prices were much higher,

The commodity price of electricity 15 reflected 1in the “generaton’ portion of a customer’ s
kill, which represents about 73% of the total cost for residential customers. As aresult of
the last aucti on, the average winter residential bill increased by 8.6% in October 2008
Apprommately 20% of an electric bill iz for distnbution services, which represents the

core operations of our utility. The last increase in distribution rates occurred 1n August
2007, resulting 1n an increase of 3.3% for an average residential ball.

The prim ary drivers for the increased bill amounts last month could likely be attributed to
the foll owing:

Col der Weather

This past January was an unusually cold month in our area In fact, the IMNational
Weather Service reports this was the coldest JTanuary in five years with an average
temperaure of 31.6 degrees.

Increased Usage
“When the temperature drops bel ow 30 degrees, many heat pumps run constantly
(on supplem ental resistance heat) in order to maintain a comfortable temperature.



For some customers, electricity usage has increased due to the popularity of
consumer electront cs, including computers, plasma TV s, digital video recorders,
etc.

Extended Billing Cyde

Another factoris the length of the billing period. Many customers experienced an
extended billing cycle in December and January ranging from 34 to 28 days vs.
the normal cycle of 28 to 32 daws. These longer billing cycles were the result of
the many holidays in December and Janvary as well as the Presidential
Ihauguration.

Pepco recognizes the economny has taken its toll on residents and businesses across the
region. In the shorttenn, we are worlking dosely with our customers to: arrange time
payment plans whenever possible; encourage enrcollment in the budget billing program;

and protnote both public and private energy asasstance programs. Pepco offers the on-
line audit tool "My Account,” which can be accessed on Pepoo.com to help identify

energy saving actions for a specific residential account.

Together, we will work toward solutions to fising energy costs through energy efficency
program s and technol ogical advan cements proposed in Pepco’s Bluepnint for the Future,

A Ley component of our strategy to reduce energy costs for our customers i our
proposed smat grid In Marvland, we have submitted applications for smart community
plans in both Montgomery (Bethesda) and Prince George’s Counties (Fort Washington).
The smart gnd will not only empower customers to manage their energy use but also
provide a date certain meter read and wirtualy eliminate the need for estimated meter
reads for those customers receving smart meters.  This futurefocused spproach to
energy management 13 currently under consideration at the Public Service Commission.
Inthemeantime, we will continue to do al we can to help our customers cope with rising
energy costs, while maintaining our ability to provide safe and reliable electricity through
sound business practices.

We, o Pepco, understand vour concerns and hope that this explanation, along with

energy conservation tips in the enclosed brochure, will help vou respond to constituent
ingquiries about high kills. If you have additional questions, please do not hestate to
contact my office.
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