William T. Hawke Craig R. Burgraff
H Kevin J. McKeon Janet L. Mitler
aWke Thomas J. Sniscak Steven K. Haas
Lillian Smith Harris  William E. Lehman
M K & Scott T. Wyland Tori L. Giesler
CAeOon Todd S. Stewart Judith D. Casse!
niscak LLP
ATTORNEYS AT LAW

100 North Tenth Street, Harrisburg, PA 17101 Phone: 717.236.1300 Fax: 717.236.4841 www.hmslegal.com

October 29, 2010
BY HAND DELIVERY

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2™ Floor (filing room)
PO Box 3265

Harrisburg, PA 17105-3263

RE:  Joint Application of West Penn Power Company d/b/a Allegheny Power, Trans-Allegheny
Interstate Line Company and FirstEnergy Corp. for a Certificate of Public Convenience
under Section 1102(a)(3) of the Public Utility Code approving a change of control of West
Penn Power Company and Trans-Allegheny Interstate Line Company; Docket Nos. A-
2010-2176520 and A-2010-2176732; STATEMENT IN SUPPORT OF JOINT
PETITION FOR PARTIAL SETTLEMENT

Dear Secretary Chiavetta:
Enclosed please find The Pennsylvania State University’s Statement in Support of Joint Petition

for Partial Settlement and Responses to Questions posed in the June 3, 2010 Secretarial Letter in the
above-captioned case.

If you have any questions regarding the enclosed, please do not hesitate to contact me.

Very truly yours,

" Thiows 3 -Oie—

Thomas J. Sniscak
Todd S. Stewart

William E. L.ehman Y
Counsel for fsf? Q
The Pennsylvania State University~/ éi-?
TJS/das I
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cc: Honorable Wayne L. Weismandel Lo © “3
Honorable Mary D. Long A q? w7
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BEF¥ORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

JOINT APPLICATION OF WEST PENN

POWER COMPANY doing business as < ﬂ%ﬁ"‘
ALLEGHENY POWER, TRANS- 2,
ALLEGHENY  INTERSTATE LINE SN
COMPANY AND FIRSTENERGY CORP. NI

FOR A CERTIFICATE OF PUBLIC =3 -
CONVENIENCE  UNDER  SECTION >
1102(A)33) OF THE PUBLIC UTILITY 25

CODE APPROVING A CHANGE OF : A
CONTROL OF WEST PENN POWER : 7
COMPANY AND TRANS-ALLEGHENY :

INTERSTATE LINE COMPANY

STATEMENT OF
THE PENNSYLVANIA STATE UNIVERSITY
IN SUPPORT OF THE JOINT PETITION FOR PARTIAL SETTLEMENT AND
RESPONSES TO QUESTIONS POSED IN JUNE 3, 2010 SECRETARIAL LETTER

The Pennsylvania State University (“PSU”) hereby submits this Statement in Support of
the Joint Petition for Partial Settlement (“Joint Petition”) filed October 25, 2010 by FirstEnergy
Corp. (“FirstEnergy”), West Penn Power Company (“West Penn™), doing business as Allegheny
Power, Trans-Allegheny Interstate Line Company (“TrAILCo”), (collectively the “Joint
Applicants”) and the following Signatory Parties hereto (collectively, the “Joint Petitioners™):
Pennsylvania Public Utility Commission Office of Trial Staff (“OTS”), the Office of Consumer
Advocate ("OCA”), the Pennsylvania Department of Environmental Protection (“DEP”), the
International Brotherhood of Electrical Workers (“IBEW™), the Utility Workers Union of
America, AFL-CIO (“UWUA”) and UWUA System Local No. 102 (“Local 102”) (collectively,
“UWUA Intervenors™), The Pennsylvania State University (“PSU”), the Met-Ed Industrial Users

Group (“MEIUG™) and the Penelec Industrial Customer Alliance (“PICA”) (collectively,



“MEIUG/PICA™), the West Penn Power Industrial Intervenors (“WPPII™), the Pennsylvania
Rural Electric Association (“PREA™), the Pennsylvania Mountains Healthcare Alliance
(“PMHA™), the West Penn Power Sustainable Energy Fund (“WPPSEF™), the York County Solid
Waste and Refuse Authority (“YCSWA”), ARIPPA, the Clean Air Council (“CAC”} , Citizens
for Pennsylvania’s Future (“PennFuture”), and Constellation New Energy, Inc. and Constellation
Energy Commodities Group, Inc. (“Constellation™) and (collectively referred to as the “Settling
Parties™) in the above-captioned proceeding. PSU also submits its responses to the questions
posed by the Commission in its June 3, 2010 Secretarial letter in this matter.

In addition and in furtherance of the reasons specified in the Joint Petition, PSU offers the

following support for approving the settlement.

I INTRODUCTION

As a matter of background, the Joint Applicants filed a Joint Application to obtain the
approval of the Commission under Chapters 11 and 28 of the Public Utility Code for change of
control of West Penn and TrAILCo to be effected by the merger of Allegheny Power with
Element Merger Sub., a wholly-owned subsidiary of FirstEnergy (the “Merger”). Petitions to
Intervene, Protest or Notices of Appearance in this proceeding were filed by numerous parties
and all were granted party status to this proceeding either by operation of law or by ruling of
Presiding Officers. Consistent with the Commission’s policy to encourage settlements, 52 Pa.
Code § 5.231(a), the parties on September 7, 2010, held the first of a series of settlement
conferences which continued between and among the parties thereafter. The Parties engaged in
extensive discovery throughout the proceeding. Prior to and after the circulation or submission

of pre-filed written testimony and hearings, the parties engaged in discussions to try to achieve a



settlement of some or all of the issues in this case. As a result of those negotiations, the Joint

Petitioners were able to reach a settlement.

IL. SUPPORT FOR THE SETTLEMENT

In lieu of full litigation of contested proceedings, the Commission encourages parties to
settle all or as many issues as possible in order to preserve the time and resources of all involved.
52 Pa. Code §§ 5.231(a) and 69.391(a). To say that there were differences among the settling
parties and their litigation positions is an understatement. The parties were able to resolve their
differences via the settlement terms that represent a reasonable compromise of the various
parties’ positions in a manner which is in the public interest.

In addition to streamlining the litigation process and comporting with the Commission’s
policy of encouraging settlements, the Settlement promotes the “service, accommodation,
convenience, or safety of the public in some substantial way” as required by the Public Utility
Code and the City of York v. Pa. Pub. Util. Comm’n., 295 A.2d 825 (Pa. 1972) (“City of York™).

FirstEnergy has by its commitments in this settlement demonstrated an intent and
business emphasis of being much more responsive and customer-oriented than the status quo,
including to customers of PSU’s size and needs. That i1s a welcome improvement and PSU 1s
hopeful that FirstEnergy will continue to do so in the future.

The settlement, taken as a whole, is in the public interest and should be approved without
modification. The following addresses certain facets' of the settlement that specifically benefit or
are of particular interest to PSU, and which in and of themselves would meet the Ciry of York

standard.

' PSU’s addressing certain terms of the settlement should not be construed as suggesting the other terms of the
Settlement are contrary to the public interest. PSU believes the entire settlement is in the public interest.



A. Rate Stay-Outs and Credits

The Settlement provides for synergy-generated credits to be shared with West Penn
residential customers and the Tariff 37 customers over three years beginning sixty (60) days after
consummation of the merger. These savings will be shared by West Penn through a credit to
residential customer’s distribution rates totaling $3.57 million per year for three (3) years and by
West Penn providing a credit to the Tariff 37 customer’s distribution rates of $15,000 per year
for three (3) vears. Additionally, West Penn will provide a credit equal to the increase in Energy
Efficiency & Conservation {“EE&C”) costs to Rate Schedules 20, 22, 30 Small and 30 Large and
Rate Tariff 37 resulting from West Penn’s revised EE&C Plan. For purposes of the settlement,
the increase in EE&C costs is deemed to be $6.19 million and is to be allocated to each rate
schedule based on the percentage of such rate schedule’s share of the total increase in EE&C
costs by the rate schedules listed herein. This constitutes a requisite benefit under the City of

York and is in the public interest.

B. Distribution Rates and Tariff Issues

Any consolidation of the distribution rates of the post-merger FirstEnergy EDCs may
occur only after the issuance of a certificate of public convenience permitting the
merger/consolidation of any of those corporations nfo a single EDC. This constitutes a requisite

benefit under the Ciry of York and is in the public interest.

C. Financial Governance

The Settlement provides for affirmative commitments by FirstEnergy to provide financial
protections to FirstEnergy’s regulated utilities within Pennsylvania and to provide additional
commitments to financial protections for a period of five (5) years after the merger. These

protections help to assure that the customers of the regulated utilities wiil not be burdened by any



financial missteps of the parent corporation. This is an affirmative benefit to FirstEnergy’s

customers in Pennsylvania.

D. Retail Market Enhancements

The Settlement promotes and enhances retail competition by making substantial
enhancements to the company’s retail market programs, including enhancements to customer
education regarding offers for generation service by EGS’s to the customers of West Penn
through mailings introducing offers from EGS’s and welcome packets promoting the
Commission’s PAPowerSwitch.com website, the OCA’s residential Electric Shopping Guide and
flexible billing options. The Settlement also provides for significant enhancements to the
availability of information to competitive suppliers operating in West Penn’s service territory
through updated lists of shopping and non-shopping customers (with appropriate customer
protections in place), shopping data, appointment of a retail choice ombudsman, and flexible rate

options.. This also constitutes a requisite affirmative benefit.

E. Service Quality and Reliability

In addition to conducting a review of existing procedures and policies to determine “best
practices” and ways to implement them ensuring that customer benefits appropriately outweigh
the associated costs, within 180 days after the Merger ts consummated, FirstEnergy will conduct
a study to determine if there are any additional areas where reliability and service quality can be
improved in a cost-effective manner at West Penn and will submit the study to the Commission’s
Bureau of Conservation, Economics and Energy Planning. Notice of submission of the study
shall be provided to the Joint Petitioners and upon request any Joint Petitioner will be supplied

with a copy of the study by FirstEnergy. This too is a requisite affirmative benefit.
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F. Competitive Market Issues

The Settlement enhances and promotes competitive market issues. FirstEnergy’s EDCs
will file with the Commission a report addressing wholesale market prices and price trends in the
PGM markets in which it participates. Further, any Signatory Party may request that the
Commission, acting within its authority, initiate an investigation of the impact of the proper
function of a fully competitive retail electricity market in Pennsylvania. These procedures
address and promote competitive market issues presented in this proceeding. Clearly, enhancing
and promoling competition is an affirmative benefit.

I, PSU’S POSITION OR ANSWERS REGARDING QUESTIONS IDENTIFIED IN
THE JUNE 3, 2010 SECRETARIAL LETTER,

1. How will the merger impact employment levels in Pennsylvania, particularly, but not
limited to, those employees not covered by collective bargaining agreements? What
will the impact be on Allegheny Energy's corporate headquarters in Greensburg, PA, as
well as the operating companies’ offices?

A Reference 4 14 and 15 of the Joint Petition for Partial Settlement addressing
this 1ssue.

2. How will the merger affect the customer service and system reliability of West Penn
Power and the FirstEnergy Pennsylvania utilities? How will the merger affect West Penn
Power’s and the FirstEnergy Pennsylvania utilities’ ability to respond to outages and other
emergencies?

A Reference | 49, 50, 51, and 52 of the Joint Petition for Partial Settlement
addressing this issue.

Review the impact of the initially proposed corporate structure of the merger versus the
alternately proposed corporate structure. Which corporate structure will better protect the
public interest?

(')

A: PSU takes no position on this question.

4. What, if any, ring-fencing mechanisms are presently in place, or proposed as part of this
transaction, to protect West Penn Power, Met-Ed, Penn Power, and Penelec from the
business and financial risk of the parent and other non-regulated affiliates? Are any
changes or additions necessary to better protect the public interest and make the regulated
electric distribution subsidiaries bankruptcy remote?



10.

A PSU takes no position on this question other than agreeing with 4 35, 36 and
37 of the Joint Petition for Partial Settlement addressing this issue.

How will the merger impact the Act 129 smart meter and energy efficiency
implementation plans of West Penn Power and First Energy's regulated utilities, Met- Ed,
Penelec and Penn Power?

A: PSU takes no position on this question other than agreeing with 9 18, 22, 23
and 24 of the Joint Petition for Partial Settlement addressing this issue.

How will the merger affect the capital structure of FirstEnergy Corporation? Will the
merger create a more leveraged organization? How will the proposed merger impact the
credit rating of FirstEnergy?

Al PSU takes no position on this question.

Will West Penn Power and the other Allegheny Energy subsidiaries that currently
issue their own debt maintain their own external borrowing authority and separate bond
rating?

A: PSU takes no position on this question other than agreeing with 44 35, 36 and
37 of the Joint Petition for Partial Settlement addressing this issue.

Will West Penn Power participate tn the FirstEnergy Utility money pool? If, yes, please
provide an updated agreement.

A: PSU takes no position on this question other than concurring with the
statements contained in Y 35, 36 and 37 of the Joint Petition for Partial Settlement
addressing this issue.

How will the proposed merger savings benefit Pennsylvania ratepavers? Will cost
savings benefit ratepayers or only shareholders?

A The settlement provides merger savings or synergy benefits to ratepayers
pursuant to §4 16, 17, 18, and 19 of the Joint Petition for Partial Settlement. PSU takes
no position at this time as to the total amount of any other merger or synergy savings
and whether such savings will benefit ratepayers or shareholders.

Are the proposed affiliated interest agreements and cost allocation proposals
reasonable and consistent with the public interest under. Section 2102(b} of the Public
Utility Code?

A: PSU takes no position on this question.



.

IV.

Investigate the impact the proposed merger may have on the potential for anticompetitive
behavior per 66 Pa. C.S. § 2811(e)(1). How will the merger afiect wholcsale and retail
competition for power/electric generation and transmission?

A PSU takes no position on this question other than agreeing with 9 38, 39, 40,
41,42,43,44, 45, 46, 47, 48, 53, 54, and 55 of the Joint Petition for Partial Settlement
addressing this issue.

How will transmission projects in the western part of the state be affected by the
merger?

A PSU takes no position on this question.

Conclusion And Relief Requested

The settlement contained in the Joint Petition meects or exceeds the requirements of the

City of York as interpreted by Pennsylvania appellate courts. For all of the foregoing reasons in

support, and for those in the record as well as in the Joint Petition itself, PSU requests that the

settlement be approved without modification as soon as reasonably possible by the Commission.

Respectfully submitted,

Thomas I. Sniscak

Todd S. Stewart

William E. Lehman

Hawke McKeon & Sniscak LLLP
100 North Tenth Street
Harrisburg, PA 17101
yisniscakicdhmslegal.com
tsstewart{@hmsleeal.com
welehman@@hmslepal.com
Telephone: (717) 236-1300
Facsimile: (717)236-4841

Counsel for The Pennsylvania State University

DATED: October 28, 2010
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CERTIFICATE OF SERVICE

[ hereby certify that I have this day served a true copy of the foregoing document upon the

parties, listed below, in accordance with the requirements of 52 Pa. Code § 1.54 (relating to service

by a party).

Yia First Class U.S. Mail and Electronic Service

Tanya J. McClosky, Esquire
Darryl Lawrence, Esquire
Office of Consumer Advocate
555 Walnut Street

Forum Place, 5th Floor
Harrisburg, PA  17101-1923
tmecloskevpaoca.org
dlawrence{@paoca.org

Daniel G. Asmus, Esquire

Lauren Lepkoski, Esquire

Office of Small Business Advocate
Commerce Building, Suite 1102
300 North 2nd Street

Harrisburg, PA 17101
dasmusfrostate.pa.us
Imlepkoski)state.pa.us

Allison C. Kaster, Esquire

Carrie B. Wright, Esquire

Office of Trial Staff

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

P.O. Box 3265

Harrisburg, PA 17105-3265
josimms(@state.pa.us
akaster(edstate.pa.us
carwright{dstate.pa.us

Wendy E. Stark, Esquire
Bradley A. Bingaman, Esquire
FirstEnergy Service Co.

2800 Pottsville Pike

P.O. Box 16001

Reading, PA 19612-6001
slarkwi@firstenergycorp.com

Randall B. Palmer, Esquire
Jennifer L. Petrisek, Esquire

Allegheny Energy, Inc.

800 Cabin Hill Drive
Greensburg, PA 15601
rpalmer@alleghenyenergy.com
Thomas P. Gadsden, Esquire
Kenneth M. Kulak, Esquire
Morgan, Lewis & Bockius
1701 Market Street
Philadelphia, PA 19103-2921
tgadsden(@morganlewis.com
Counsel to First Energy Corp.

Gary A. Jack, Esquire
Kelly L. Geer, Esquire 0
Duquesne Light Company
411 Seventh Ave., 16-4
Pittsburgh, PA 15219
gjackduglight.com
keeer@duglight.com

Michael W. Gang, Esquire
Anthony D. Kanagy, Esquire
Post & Schell, P.C.

17 N. Second St., 12" Floor
Harrisburg, PA 17101
mgang(@postschell.com
akanagy(@postschell.com
Counsel for Duquesne Light Company

20:€ Hd 62 1900i02

W. Edwin Ogden, Esquire

Alan Michael Seltzer, Esquire

Ryan Russell Ogden & Seltzer, PC
Suite 210, 1150 Berkshire Blvd.
Wyomissing, PA 19610-1208
eogdeni@rvanrussell.com
aseltzer@ryanrussell.com

Counsel for West Penn Power Co. and
Trans Allegheny Interstate Line Co.
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Benjamin L. Willey, Esquire

7272 Wisconsin Ave., Suite 300
Bethesda, MD 20814
blwnbwilleviaw.com

Counsel for York County Solid Waste
and Refuse Authority

Robert M. Strickler, Esquire
Griftith, Strickler, Lerman, et al.

110 South Northern Way

York, PA 17402-3737
rstrickler@eslsc.com

Counsel for York County Solid Waste
and Refuse Authority

David Vollero, Exec. Director (e-mail only)
York County Solid Waste & Refuse Authority

d.vollerof@dveswa.com

Derrick Price Williamson, Esquire
Barry A. Naum, Esquire

Spilman Thomas & Battle PLLC
1100 Bent Creek Blvd, Suite 101
Mechanicsburg, PA 17050
dwillhlamson(@spilmanlaw.com
bnaum(@spilmanlaw.com
Pennsylvania Mountains Healthcare
Alliance

Kurt E. Klapkowski, Esquire
Commonwealth of Pennsylvania
Department of Environmental Protection
RCSOB, 9" Floor

400 Market Street

Harrisburg, PA 17101-2301
kklapkowsk(@state.pa.us

Theodore S. Robinson, Esquire
Citizen Power, Inc.

2121 Murray Avenue
Pittsburgh, PA 15217
robinson{citzenpower.com
Counsel for Citizen Power, Inc.

Daniel Clearfield, Esquire

Deanne M. O'Dell, Esquire

Carl R. Shultz, Esquire

Eckert Seamans Chein & Mellott, LLC
213 Market St., 8" Floor

P.O. Box 1248

Harrisburg, PA 17101
delearfield@eckertseamans.com
dodelli@eckertseamans.com
cshultzi@eckertseamans.com

Counsel for Retail Energy Supply Assoc.
Counsel for Direct Energy Services

Joseph Otis Minott, Esquire
Eric Paul Cheung, Esquire
135 S. 19" St., Suite 300
Philadelphia, PA 19103
joe minotif@cleanair.org

ccheung(cleanair.org
Counsel for Clean Air Council

John K. Bailiie, Esquire

Charles McPhedran, Esquire
Citizens for Pennsylvania's Future
425 Sixth Ave., Suite 2270
Pittsburgh, PA 13219
baillie@penniuture.ore
mephedran@@pennluture.org
Citizens for Pennsylvania’s Future

David Fein, Esquire, V.P., Encrgy Policy
and Director, Retail Energy Policy

550 W. Washington Blvd. Suite 300
Chicago, IL 60661
David.Feinf)Constellation.com

Constellation NewEnergy, Inc., Constellation

Energy Commodities Group, Inc.
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Divesh Gupta, Esquire

Constellation Energy

111 Market Place, Suite 500

Baltimore, MD 21201
Divesh.Gupta{@Constellation.com
Constellation Newknergy, Inc.,
Constellation Energy Commodities Group,
Inc.

Stephen H. Jordan, Esquire

Rothman Gordon P.C.

310 Grant Street, 3" Floor

Pittsburgh, PA 15219
shjordan(@rothmangordon.com

Utility Workers Union of America,
AFL-CIO and UWUA System Local 102

Scott H. Strauss, Esquire

Katharine M. Mapes, Esquire

Spiegel & McDiarmid, LLP

1333 New Hampshire Ave., NW
Washington, DC 20036
scott.strauss@spiegelmed.com

katharine. mapes(@spiegelmed.com

Utility Workers Union of America, AFL-CIO
and UWUA System Local 102

David J. Dulick, Esquire

Pennsylvania Rural Electric Association
212 Locust Street

P.O. Box 1266

Harrisburg, PA 17108-1266
david_dulick@prea.com

Pennsylvania Rural Eleciric Association

Charles E. Thomas, Jr., Esquire
Thomas P. Niesen, Esquire
Jennifer M. Sultzaberger, Esquire
Thomas Long Niesen & Kennard
212 Locust St., Suite 500

P.0. Box 9500

Harrisburg, PA 17108-9500
cthomasjri@thomaslonglaw.com
tniesen{thomaslonglaw.com
jms{@thomaslonglaw.com
Pennsylvania Rural Electric Associalion

Regina L. Matz, Esquire

Thomas P. Niesen, Esquire
Thomas Long Niesen & Kennard
212 Locust St., Suite 500

P.O. Box 9500

Harrisburg, PA 17108-9500
rmatz@thomaslonglaw.com
tniesen{@thomaslonglaw.com
Counsel for ARIPPA

Thomas P. Niesen, Esquire

Charles E. Thomas, Jr., Esquire

Thomas Long Niesen & Kennard

212 Locust St., Suite 500

P.O. Box 9500

Harrisburg, PA 17108-9500
cthomasjriethomaslonglaw.com
tniesen(@thomaslonglaw.com

West Penn Power Sustainable Energy Fund

Susan E. Bruce, Esquire
Vasiliki Karandrikas, Esquire
Carl J. Zwick, Esquire

McNees Wallace & Nurick LLC
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
sbrucef@mwn.com
vkarandrikas@mwn,com
czwick(@mwn.com

West Penn Power Indusirial Intervenors

Scott J. Rubin

333 Oak Lane

Bloomsburg, PA 17815
scott.j.rubinf@email.com

Representing International Brotherhood
of Electrical Workers Local 2244
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Charis Mincavage, Esquire Harrisburg, PA 17108-1166

Vasiliki Karandrikas, Esquire cmincavage@mwn.com

Carl J. Zwick, Esquire vkarandrikas@@mwn.com .

McNees Wallace & Nurick LLC czwick@mwn.com

100 Pine Street Met-Ed Industrial Users Group and the
P.O. Box 1166 Penelec Industrial Customer Alliance

Thomas I, Sniscak

Dated: October 29, 2010
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