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proceeding. A Certificate of Service to that effect is encleosed.

’

i
’

p Sincerely,

Angela

. Jones Ck
Enclosures

Assistant Small Business Advocate
cc: Cheryl Walker Pavisg, Director

Office of Special Assistants

Mr. Brian Kalcic

SRB




[N

DOCUMENT comames ox ms sscom comprzance szvove o
FOLDER

RO GIN

MR L.fm‘ g‘.g :h n

BEFORE 'THE

PENNSYLVANIA PUBLIC UTIé¥%§E$6Mﬁhspgo§:’[J
F!“l

SECRETAR <G S BUReay

Application Of Duguesne Light
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OFFICE OF SMALL BUSINESS ADVOCATE
‘Hﬁ

DUQUESNE LIGHT COMPANY

By Opinion and Order in the Application_to_Approve Restructuring Plan

Pursuant to_66_Pa. C.S. 8§ 2806(d), Docket No. R-00574104, entered on August 13,

1998 (“First_Compliance Order”), the Pennsylvania Public Utility Commission
directed Dugquesne Light Company (“Duguesne” or “Company”) to submit revised
stand-alone case and merged case' compliance filings on or before September 12,
1998.> Duguesne filed its Second Compliance Filing on September 11, 1998.
Pursuant to Ordering Paragraph 5 of the First Compliance Order, the Office of
Small Business Advocate {"0SBA¥) files the fcollowing comments relative to the

Company’s Second Compliance Filing.

I. Realized Rate of Return in Esgstablishing Transmission and
Distribution Rates for Unbundled Tariffs

Duquesne avers that its tramsmission and distribution (T&D) rates have
been developed on the basis of 1996 test year volumes. Second Compliance Filing

at 3-4. The Company provides Appendix A to its Second Compliance Filing to

1

Duquesne is no longer petitioning for a merged case scenario since it is unaware of any facts
that would suggest a consummation of the merger of the Company’s parent, DQE, and Allegheny Energy.
application to Approve Restructuring Plan Pursuant to 66 Pa. C.5. 8§ 2B06(d)., Docket No. R-00974104
(2nd Compliance Filing) at 1.

2
First_Compliance Order, Ordering 94, at 57.



support its unbundled T&D rates. Id at 3. The OSBA notes that Schedule A of
Appendix A reflects a (PA PUC jurisdictional) distribution rate of return of
9.37%. This rate of return is not in compliance with the First Compliance Order.

The Commission states inm its First Compliance Order, that “OCA
believe [d] ... the Company waé directed to determine the rate of return which was
realized for T&D service for the 1996 test year, and unbundled the f&D rateg from
generation based upon the realized rate of return of 9.03%° (Exhibit JAL-1C
Revised - Response to OSBA-2-24).“ First Compliance Order at 10. In the First
Compliance Filing, the Company erroneously used class rates of return from its
1988 cost of service study to unbundle rates. However, the Commission affirmed
that “[i]t is clear ... that [the Commigsion] intended the use of the 1996 cost
of service study ... rather than [the 1988 cost of service study]. The Company

is directed to comply with the Order and use the 1996 data.” Id at 11.

The calculation shown in Schedule A of Appendix A to the Second
Compliance Filing arrives at a total distribution rate of return of 9.37% which
is not the overall system average realized rate of return of 8.86% {or even
9.03%), but rather the rate of return for the unbundled distribution component
only. 1In essence, by applying the overall realized class rates of return, from
its 1996 cost-of-service study to just the distribution component, Duquesne would
realize a higher rate of return on distribution plant than generation plant
(Since the Company'’'s overall realized system average rate of return is only
8.86%, the implicit weighted average return on generation must be lower than
B.86%). Stated differently, Duguesne’'s current bundled distribution rate is

lower than the Company’s proposed unbundled distrikution rate.

3

Even this figure is incorrect as OSBA ‘witness, Mr. Kalcic illustrates chrough OSBA Exhibit
No. 1, Schedule BK-2 {attached for convenience}. The correct rate of return figure is 8.86%.



Duquesne's unbundling approach would achieve an increased rate of return
for the Company,*® and would shift costs to ratepayers since the total charges for
non-generation services would exceed the non-generation charges that were
applicable as of the enactment date of the Competition Act.® Clearly, this

approach is prohibited.

Moreovey, this method would provide the same effect that the Commission
has already considered and rejected in the Opinion and Order® to this proceeding

where the Commission stated:

Duquesne’s approach would establish an
increased opportunity to  achieve the
authorized rate of return on T&D while
essentially reducing the authorized rate of
return of generation. The Reccommended
Decision correctly holds that, on day one
after implementation of new rates as approved
by this Commission, a utility begins earning
“realized” or “earned” rate of return and not
“reguired” rate of return.

Furthermore, in the Stipulation in Partial Settlement with respect to
the Petition of UGI Utilities, Inc. - Electric Division (UGI) et al., {(“Betition
of_UGI") Docket No. R-0097397%, signed May 21, 1998, it was found that the
initial unbundled T&D rates reflected a substantially lower rate of return than

the generation component. T&D rates were subsequently adjusted to egualize the

4

In order to correct Duguesne‘’s Second Compliance Fillng, the class returns shown in Schedule
A of Appendix A must be scaled back across-the-board until the overall distribution return equates
to the system average realized return in 1996. Since the generation credit in the stand alone case

is tied to the pilot rate, reducing Duquesne’s unbundled T&D rates per the above would result in
ratepayers being credited with a higher CTC.

5
Electricity Generation Customer Choice and Competition Act, 66 Pa. C.S. § 2804 (4)(I) (B).
6

Application to Approve Restructuring Plan Purspant to 66 Pa. C.S._§_2806(d), Docket No. R-
00874104, entered May 28, 19298, at 40-41.



returns across UGI's gemeration, transmission and distribution functions.’” This
approach maintained the cost of service for non-generation at the same levels
that existed prior to the enactment of the Competition Act; and thus, followed
the mandates of the Competition Act.

While the OSBA recognizes that the above agreement is not precedent
because it was in fact a Stipulation in Partial Settlement between the parties,
it is certainly persuasive since the Commission did implicitly adopt this
approach as part of its Order when it ruled that the Stipulation in Partial

Settlement was reasconable and in the public iaterest.®

II. Conclusion

on the basis of the foregoing, the Office of Small Business Advocate
respectfully regquests that the Commission direct Duguesne to use a realized rate
of return of 8.86% when determining its unbundled T&D rates. In the alternative,
given the OCA’s 1996 realized rate of return figure of 9.03%", the Office of
Small Business Advocate respectfully requests that the Commission direct Duguesne
to use a realized rate of return of no more than 9.03% in its unbundled T&D

rates,

Respectfully submitted,

Assistant Small Business Advocate
Dated: September 18, 1598

.
See, Petitiom of UGI, UGI Statement No. 1-R at 3-4.

8

See Petition of UGI Utilities, Inc. - Electric Division, et_al., Docket No. R-00973975,
Opinion and Order entered on June 19, 1958, ordering 9§ 3.

g

See page 10 of the Commission’s First Compliance Order.

4
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CERTIFICATE QF _SERVICE

I certify that I am serving two copies of the Comments on the Seceond
Compliance Filing of Dugesne Light Company on behalf of the Office of Small

Business Advocate by first class mail

persons addressed below:

* Cheryl Walker Davis, Director

Office of Special Assistants

Pa. Public Utility Commissiaon

P.O. Box 3265
Harrisburg, PA 17105-3265
(hand delivered 9/18)

Hon. John H. Corbett, Jr.
Administrative Law Judge

Pa. Public Utility Commission
1103 Pittsburgh State Office Building

300 Liberty Avenue
Pittsburgh, DA 15222
{412) 565-3550

Larry R. Crayne, Esquire
Legal Unit

Duguesne Light Company

411 Seventh Avenue

P.O. Box 1930

Pittsburgh, PA 15230-1930
{412) 393-6049

{412) 393-6645 (fax)
{overnight mail)

John S. Moot, Esquire
Kurt Bilas, Esquire

1440 New York Avenue, N.W.
Washington, DC 20005
(Duguesne Light Company)
(202) 371-7310

(202) 371-7939 (fax)
(overnight mail)

(unless otherwise indicated) upon the

Tanya J. McCloskey, Esquire

Steven K. Steinmetz, Esquire

Office of Consumer Advocate

5§55 Walnut Street 5th FL Forum Place
Harrisburg, PA 17101-1923

{(71i7) 783-5048

(717) 783-7152

David Kleppinger, Esquire
Derrick P. Williamson, Esguire
McNees, Wallace & Nurick

100 Pine Street

“P.O. Box 1166

Harrisburg, PA 17108-1166
(Duguesne Indusrial Intervenors}
(717) 232-8000

{717) 237-5300 (fax)

Stephen J. Baron

J. Kennedy and Associates, Inc.
Suite 475

35 Glenlake Parkway

Atlanta, GA 30328 :
(Duquesne Industrial Intervenors)
(770} 395-1288

(770} 396-0151 (fax)

Patricia Armstrong, Esquire
Thomas, Thomas; Armstrong & Niesen
212 Locust Street, Suite 500

P. 0. Box 9500

Harrisburg, PA 171C8-9500
{Allegheny Elec. Cooperative)

{717) 255-7600

(717) 236-8278 (fax)



Kandace F. Melillo, Esquire
Wayne T. Scott, Esquire
Office of Trial Staff

Pa. Public Utility Commission
P.0O. Box 3265

Harrisburg, PA 17101
(Office of Trial staff)

(717) 787-1976

James Ferlo, Councilman
510 City-County Building
Pittsburgh, PA 15219

Lauren 8. McAndrews, Esquire
Allegheny Teledyne, Inc.
10090 Six PPG Place
Pittsburgh, PA 15222-5479
(Allegheny Teledyne)

{412) 394-2974

{412) 394-3010 (fax)

Scott J. Rubin, Esquire

3 Lost Creek Drive
Selinsgrove, PA 17870
(Elec. Workers, Local 1600}
(717) 743-2233

{717) 743-8145 (fax)

Mary McFall Hopper, Esquire
Assistant General Counsel
PECO Energy Company

2301 Market Street, 823-1
Philadelphia, PA 19103
(PECO Energy) '
{215) B41-4917

{(215) 568-3389 (fax)

Kenneth Zielonis, Esquire
Stevens & Lee

208 North Third Street
Suite 310 )

P.0O Box 12090

Harrisburg, PA 17108-2090
(717) 234-1250

(717) 234-1939 (fax)

Brian A. Rider, President

Pennsylvania Retailers' Assoc.

224 Pine Street
Harrisburg, PA  17101-1325
(717) 233-7976

Robert F. Young, Esquire
Deputy General Counsel

212 Locust Street

P.O. Box 1266

Harrisburg, PA 17108-1266
{Allegheny Elec. Cooperative)
(717) 233-5704

(717) 236-0248 (fax)

Stephen L. Feld, Esguire
FirstEnergy Corp.

76 South Main Street
Akron, OH 44308

(330) 761-4207

(330) 3B4-3875 (fax)

Thomas P. Gadsden, Esquire
Morgan, Lewis & Bockius
2000 One Logan Square
Philadelphia, PA 19103
{Penn Power Company)

(215) 963-5234

(215) 963-5299 {fax)

Sheila S. Hollis, Esqguire
Mary Bnn Ralls, Esquire
Duane, Morris & Heckscher LLP
1667 K Street, N.W. Suite 700
Washington, DC 20006-1608
(QST Energy Inc.)

(202) 776-78B00

(202) 776-7801 {fax)

Vickiren S. Aeschleman, Director
Regulatory Policy

QST Energy Inc.

300 Hamilton Blvd., Suite 300
Peoria, IL 61602

(309) 655-1356

Environmental Energy Project
Attorney of Record

3700 Vartan Way

Harrisburg, PA 17110
{Environmentalists)

{717) 540-5106

(717) 541-1970 (fax)

John E. Stember, Esquire
1705 Allegheny Building
429 Forbhes Avenue
Pittsburgh, PA 15219
{(Low Income Advocates)
(412) 338-1445

(412) 232-3730 (fax)



Cynthia S. Bogorad, Esquire
Spiegel & Mchiarmid

Suite 1100

1350 New York Avenue, N.W.
Washington, DC 20005-4798
{Utility Workers Union)
(202} 879-4000

(202) 393-2886 (fax}

Robert J. Longwell, Esqguire
Daniel Clearfield, Esguire

Wolf, Black, Schorr & Solis-Cohen
Locust Court Building

212 Locust St., suite 300
Harrisburg, PA 17101

(Enron Corp.)

(717) 237-7160

{717) 237-7161 (fax)

Kevin McKeon, Esquire
Malatesta, Hawke & McKeon
100 North Tenth Street

P. O. Box 1778

Harrisburg, PA 17105
(Peoples Natural Gas Company)
(717) 236-1300

{(717) 236-4841 (fax)

Howard M. Louik, Esquire
Allegheny County Law Department
300 Fort Pitt Commons

445 Fort Pittr Boulevard
Pittsburgh, PA 15219

(Allegheny County)

(412) 350-1182

Deneice Covert Zeve, Esqguire
Terry Lupia, Esquire

Office of Attorney General
1l4th Floor, Strawberry Square
Harrisburg, PA 17120
{Commonwealth of Pennsylvania)
{717) 787-4530

(717 787-1190 (fax)

Exeter Asgociates

Suite 350

12510 Prsperity Drive
Silver Spring, MD 20904
{OCA Expert Witness)
{301) 622-45p0

(301) 622-2686 (fax)

rRodney R. Akers, Esquire
City of Pittsburgh
Department of Law

313 City-County Building
414 Grant Street
Pittsburgh, PA 15219
(412) 255-2015

(412) 255-2285 (fax])

Samuel W. Braver, Esquire
Bruce A. Americus, Esquire

BPuchanan Ingersoll Professiconal Corp.

One Oxford Centre, 20th Floor
301 Grant Street

Pittsburgh, PA 15219-1410
(City of Pittsburgh)

(412) 562-8800

(412) 562-1041 (fax)

Glenn J. Berger, Esquire

Skadden, Arps, Slate, Meagher
& Flom LLP

1440 New York Avenue, N.W.

Washington, DC 20005-2111

(Washington Power Company and

Champion Processing, Inc.)

(202) 371-7000

(202) 393-5760 {(fax)

Margaret H. Peters, Esquire
Peoples Natural Gas Company
625 Liberty Avenue
Pittsburgh, PA 15222-3197
(412} 497-6892

(412) 497-6838 (fax)

Terrance J. Fitzpatrick, Esquire
David M. DeSalle, Esqguire

Ryan, Russell, Ogden & Seltzer LLP
Suite 101

800 North Third Street

Harrisburg, PR 17102-2025

(GPU Energy)

{(717) 236-7714

{717) 236-7816 (fax)

Michael L. Kurtz, Esquire
Boehm, Kurtz & Lowry

2110 Society Bank Center
36 East Seventh Street
Cincinnati, OH 45202
{Counsel for ARMCO)

(513) 421-2255

(513) 421-2764 (fax)



Kenneth L. Wiseman, Esquire Robert B. Weisenmiller
Andrews & Kurth LLP MRW & Associates, Inc.
1701 Pennsylvania Avenue NW Suite 1440

Washington DC 20006 1999 Harrison Street
{Hospital Shared Services) Cakland, CA 94612-3517
{202) €62-2700 {Hospital Shared Services)
{202) 662-2739 (fax} {510) 834-1999

(510) B34-0918 (fax)
Mark F. Sundback, Esquire

Andrews & Kurth LLP Robert J. Stefanko, Esguire
1701 Pennsylvania Avenue NW 341 South Bellefield Avenue
Washington DC 20006 Pittsburgh, PA 15213
(Administrative Resources, Inc.) {Pittsburgh School District)
(202) 662-2755 (412) 622-3780

(202) 662-2747 (fax)
Donald R. Ayersman, Jr., Esguire

Michael Reid, Director 1125 Denver Avenue
Materials Management Services Morgantown, WV 26505
Administrative Resources, Inc. {(IBEW Local 2357)
500 Commonwealth Drive (304) 296-3958
Warrendale, PA 15086-7513
(412) 772-7223 Thomas J. Augspurger, Esquire
(412) 776-6969 (fax) MidCon Corporation
Office of General Counsel
Mark J. McGuire, Esquire 701 East 22nd Street
Ronald N. Carroll, Esquire Lombard, IL 60148
Jenner & Block (MidCon Gag Services Corp.)
Suite 1200, 601 13th Street NW
Washington DC 20005 William T. Hawke, Esguire
{(MidCon Gas Services Corp.) Malatesta, Hawke & McKeon LLP
{202} 639-6000 100 North Tenth Street
{202) 639-6066 {fax) P.0. Box 1778
Harrisburg, PA 17101
Jim Merrill, Esquire (Mid Atlantic Power Supply Assoc.)
Suite 200, 4 Penn Center West (717) 236-1300
Pittsburgh, PA 15276 {717) 236-4841 (fax)
(The Eastern Group)
(412) 490-0925 Paul E. Russell, Esquire
Pennsylvania Power & Light Co.
Joseph A. Dworetzky, Esquire Two North Ninth Street
Hangley Arcnchick Segal & Pudlin Allentown, PA 18101-1179
One Logan Square, Twelfth Floor (PP&L)
Philadelphia, PA 19103-6933 (610) 774-4254
{(New Energy Ventures) {610) 774-6726 (fax)

{215) 496-7014
{215} s568-0300 (fax)
Donald A. Kaplan, Esquire

Mr. David M. Boonin Ligsa M. Helpert, Esq.

New Energy Ventures, Inc. Preston Gates Ellis & Rouvelas Meeds
184% Walnut Street, Suite 2525 Suite 500

Philadelphia, PA 19103 1735 New York Avenue, N.W.

{(New Energy Ventures) Washington DC 20006-4759

(215) 563-9290 (PP&L)

{215} 563-9292 (fax) (202) 628-1700

(202) 331-1024 (fax)




James D. Steffes

Enron Power Marketing, Inc.
Box 4428

Houston, TX 77002

{713} 853-7500

(713) 646-8160 (fax)

Albert M. Benincasa, Esquire
Director, Regulatory Affairs
Skipping Stone

46 9th Avenue

Sea Cliff, NY 11579

{516) 674-4186

Douglas F. John, Esquire
John & Hengerer

1200 17th Street, N.W.
Washington DC 20036

{(Duke Energy Trading/Markketing, LLC)

(NorAm Energy Management, Inc.)
(Electric Clearinghouse, Inc.)
(202) 429-8B00

(202) 429-8805 {(fax)

Date: September 18, 1598

Roger Clark, Esquire
The Environmentalists
905 Denston Drive
Ambler, PA 19002-33501
{215) 643-2364

{(215) 628-2630 (fax)

John O’Brien, Esquire

Wheeled Electric Power Company
Suite 207

50 Charles Lindburgh Boulevard
Uniondale, NY 11553

(516) 390-7600

Assistant Small Business Advocate
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Mr. James McNulty PA PUBLIC UTLiTy COMMISSION
Secretary SECRETARY'S BUREAY
Pennsylvania Public Utility Commission

North Office Building

P.O. Box 3265

Harrisburg, PA 17105-3265

Re: Comments of Strategic Energy Ltd. (“SEL”) on the
Duquesne Light Revised Compliance Filing - Docket No. R-00974104

Dear Secretary McNulty:

Attached is an original and nine copies of Strategic Energy-Ltd.’s (“SEL’s”) comments on
the Supplier Tanff contained in the Second Compliance Filing of Duquesne Light Company
Regarding Stand-Alone Restructuring Plan.

eph Kubacki, Jr., Esq.
PA Attorney L.D. - 27445

JK/kmg
Enclosure
PENNSYLVANIA NORTH CAROLINA
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PA Attorney L.D. - 27445
Strategic Energy LTD.
Two Gateway Center
Pittsburgh, PA 15222
(412) 394-6956

Dated: September 18, 1998
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A. Scheduling of EGS Loads

In the Public Utility Commission’s (“Commission”)} Opinion and Order on
Duquesne’s Compliance Filing, the Commission stated “we do not believe that SEL has
established that one hour-ahead scheduling would be feasible on the Duquesne system”,
but strongly encouraged the parties to work to establish the one hour-ahead scheduling
protocol. (Cpinion and Order on Rule 6.4.2 — Procedure for Forecasting.) SEL believes
that one hour-ahead scheduling is feasible on the Duquesne system considering that it is
done on the PTM system, which is more complicated in that 1t encompasses several
utilities. It did not seem necessary, therefore, to present additional evidence that hour-

ahead scheduling is feasible on Duquesne’s system.

Duquesne’s Revised Compliance Filing states (Page 7, Section B.2.) that
“Duquesne convened a ‘Supplier Tariff Conference’ on Thursday, August 27, 1998 to
further address these issues” where Duquesne addressed the issues of Credit
Requirements, Bad Credit, and the function of a Scheduling Coordinator. Although
several EGSs present at the meeting expressed a desire to address additional issues,
including Forecasting, Duquesnhe refused to discuss them. Duquesne seemed to disregard
completely the Commission’s encouragement to work with the other parties to establish

hour-ahead scheduling.

As for demonstrating the feasibility of hour-ahead scheduling, beyond the PIM
example, there is currently an hourly market for wholesale power in all regions of the

United States. The transactions in this bilateral, over-the-counter market are
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accommodated by schedules effected immediately after the close of each transaction. Ifa
party to such a transaction can reserve necessary transmission and submit required NERC

tags, then a Control Area Operator can accept the schedule with sufficient notice.
Proposed Alternative

SEL suggests that Duquesne provide forecasts that EGSs can use as guidelines for

determining the appropriate amounts of power to deliver into Duquesne’s control area on

an hour-by-hour basis. The ability to modify schedules up to 20 minutes before each .
hour allows EGSs to manage their load and forecasting inefficiencies more effectively
and reduces the EDC’s responsibility to balance an EGS’s supply and demand. This is
extremely important considering the extreme volatility of market pricing experienced
during the summer of 1998, Since Duquesne currently accommodates hour-ahead

schedules for wholesale counterparties, it should be able to do so for retail suppilers.

SEL requests that the Commission direct Duquesne to provide its forecast before
7:00 A.M. the day prior to the day to which the forecast applies. EGSs then can submit
schedules of power deliveries to Duquesne by 1:00 P.M. with the option to modify those
schedules up to twenty minutes before each hour. This is consistent with how the

wholesale markets for power currently operates.
Consumption Energy Imbalance

The Commiission ordered Duquesne to release to the EGS Duquesne’s

methodology, algorithms and data used to calculate consumption energy imbalance.
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Duquesne revised its Supplier Tariff to add: “The data used to calculate Consumption
Energy Imbalance for each EGS will be made available upon request.” Simply providing
the data is insufficient. The EGS has the challenge to estimate, in advance, the
consumption that Duquesne will estimate' for each hour after Duquesne has complete
meter read information. Even with the methodology, algorithms and data, it will be
difficult for an EGS to estimate what Duquesne’s historical consumption estimate will be.
Therefore, SEL recommends that the Commission again direct Duquesne to provide its

methodology and algorithms in addition to the data.
B. Imbalance Penalties

In the Commission’s Opinion and Order (Opinion and Order 5. Consumption
Energy Imbalance.) the Commission approved Duquesne’s use of the OATT protocol and
stated that SEL had offered no alternative to utilizing this procedure. SEL is offering an
alternative in these comments and requests that the Commission reconsider its approval

of the OATT protocol for several reasons.
1. The Imbalance Bandwidth is Too Narrow

In requests for reconsideration of FERC’s Order 888, several small utilities

suggested that the 1.5% bandwidth imposes obligations on the transmission customer that

! For customers with meters that are not read hourly, Duquesne must estimate the historical consumption
hour-by-hour for the period between meter reads. There is great potential for Duquesne’s estimate to be
inaccurate, not due to a lack of competence, but because the problem is impossible to solve with great
accuracy. However, EGSs can aveid Consumption Imbalance penalties by matching supply deliveries to
Duquesne’s historical consumption estimate, and these supply deliveries must be made in advance of
having actual meter-read information.
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Page 6 of 14 Q Comments on Duquesne Revised Supplier TQ Docket R-00974104

the transmission provider does not impose on itself.> FERC rejected this argument

stating:

We do not agree with APPA that the bandwidth imposes an obligation on the

transmission customer that the transmission provider does not impose on itself.

The Final Rule treats all wholesale customers comparably. The transmission

provider must also use its pro forma tariff and apply the same bandwidth for sales

to its wholesale customers. [Emphasis added.]’

SEL emphasizes that Duquesne must apply the same bandwidth for sales to its
wholesale customers because matching generation supplies to wholesale sales is
relatively trivial compared with matching supplies to an aggregation of retail customers.
It is important to distinguish retail aggregation from wholesale sales because the problem

of determining actual usage accurately is nearly impossible, let alone forecasting usage

accurately.

There should be little if any imbalances for simple transfers of a block of power
from one control area to another. Utilities enter their transaction schedules into an
Energy Management System computer, and Automatic Generation Control equipment
does the balancing. No estimating for the next hour is required. Supplying a wholesale
utility, such as a municipal utility (“muni”’) or a cooperative (co-op), within a control area
is more difficult because of the challénge of estimating consumption from one hour to the

next. A muni or co-op, however, can easily determine its total consumption on a real-time

basis by dynamically metering the points where it interconnects with its control area, and

* FERC Docket Nos. RM95-8-001 and RM94-7-002, FERC Order 888A, Page 167, bottom of page.
* Ibid. Page 171, fourth paragraph.
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the best indicator of what the consumption will be in an hour is the consumption in the
previous hour. The muni or co-op can employ statistical methods to estimate next-hour
usage relatively accurately, although achieving the 98.5% accuracy required by the 1.5%

deviation bandwidth is quite an accomplishment.

Retail aggregators face a challenge that is not faced by other wholesale

purchasers, and which likely were not considered by FERC in determining that a 1.5%

bandwidth is adequate. It is impossible for retail aggregators to determine the amount of
power that its customers are consuming at any point in time without dynamically
metering each customer individually, and such metering is physically impossible and will
likely always be financially infeasible. In SEL’s analysis, without dynamic metering of
all customers, the best forecasts will likely be 85%-90% accurate® on average over a
month, and aggregate hourly projections will vary from actual usage by anywhere
between 0% to 40%, and possibly even higher. Because a 40% bandwidth may be of
little benefit, SEL suggests an alternative that eliminates the need for a bandwidth of the

type FERC envisions.

2. FERC Is Not The Appropriate Venue to Facilitate Retail Choice

In Pennsylvania

* SEL used auto-regressive moving average time-series analysis and corrected for temperature, the rate of
change of temperature, humidity, the rate of change of humidity, pressure and the rate of change of
pressure. Using historical weather information as we did is the same as having perfect weather forecasts
for each hour of the year. Our best results produced accuracies that averaged approximately 96%. Without
hourly consumption information, we would not be able to use time-series analysis techniques, greatly
reducing expected accuracy. Furthermore, real consumption forecasts are subject to inaccuracies in real
weather forecasts.
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The imbalances between EDCs and EGSs are estimated based on factors outlined
in the EDC Supplier Tariffs, which are under the jurisdiction of the states. The supplier
tariffs can be implemented to eliminate imbalances as FERC knows them by using
automatic balancing provisions, as does West Penn’s as well as those of the PIM utilities.
Duquesne and Penn Power both have proposed that the retail aggregators should be
subject to the same imbalance bandwidths and charges/penalties as other wholesale
purchasers that face much simpler forecasting problems. If the Commission allows EDCs
to charge for imbalances according to their OATTs, then the only recourse of EGSs
would be to petition FERC to create a new category of imbalance bandwidths and charges
that would facilitate retail choice in western Pennsylvania. Such a prospect seems
unlikely. SEL suspects that FERC would defer this issue to the states. This issue could
be resolved easily if the Commission would standardize the implementation of Imbalance

Charges across the state and eliminate penalties such as those in Duquesne’s OATT®.

3. EDCs Should Not Receive Windfall Profits By Operating A

Control Area

Duquesne is likely to profit by providing imbalance service even if no service is
provided. This is best illustrated by an example: Suppose Duquesne’s system lambda is
$30, one aggregator’s forecast is 10 MW too high, and another’s forecast is 10 MW too
low. Duquesne gives $27 per MWh to the aggregator that oversupplied and charges $33

per MWh to the one that under-supplied, netting $600 for nothing. If this were an off-

3 Duquesne’s OATT specifies charges 110% of lambda for under-supply, and provides 90% of lambda for
over-supply. Add to this.
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peak hour, Duquesne would only give $21 to the aggregator that oversupplies, and would
net $900. A better solution is to have Duquesne transact for imbalances at $30, its
lambda, whether imbalances are positive or negative. Then, if an aggregator’s forecast is

low, it pay’s Duquesne’s cost to supply the difference, which is all an EDC deserves.
Proposed Alternative 1

SEL suggests that the Commission implement the Supplier Tariff prepared by
MAPSA that is adapted from the PP&L Supplier Tariff and modified for use in ECAR
instead of in PJM. This tariff should be used with the substitution of Duquesne for West
Penn, and addresses the imbalance issue. In addition, using this tanff standardizes
interaction between EDCs and EGSs as much as possible by using most of the provisions

in the PJM utilities Supplier Tariffs.

Proposed Alternative 2

SEL suggests that the charge for under-supplying in Duquesne should be
Duquesne’s system lambda, or Duquesne’s hourly out-of-pocket cost. West Penn has
proposed to balance at the hourly marginal price of its control area. In PJM, balancing is
at the hourly Locational Marginal Price (“LMP”). If this alternative is adopted for
Duquesne, however, SEL also suggests that Duquesne’s hourly lambda or cost be
monitored. This is necessary because we believe that there is currently no standard

method to calculate system-lambda, and that utilities have great discretion as to what to
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include in the calculation of lambda. Finally, SEL proposes that the hourly lambda/cost
be posted electronically and updated every five minutes as PJM does with its LMP.
Since hourly forecasts of usage can easily be off by 40% or more, the EGS should be able

to protect itself should lambda/cost increase substantially by scheduling additional power

into Duquesne.

Because it 1s impossible to accurately predict the consumption of an aggregate of
retail customers that are not, and cannot be, metered in real-time, the Commission should

adopt this alternative to FERC OATT provisions for imbalance charges/penalties.

Note Regarding System Lambda and Imbalance Charges

hl

Duquesne defines System Lambda as “the out-of-pocket costs, measured in
dollars per megawatt-hour, associated with producing the last MWH of energy on the
Transmission Provider’s system in a given hour, whether that energy is produced by

3]

owned generation or the purchase of power from a third party.”™ Regardless of the
Commission’s resolution of Duquesne’s Imbalance charges/penalties, the determination
of Duquesne’s System Lambda must be addressed. If Duquesne’s System Lambda is the

basis for Duquesne to settle Imbalances, there must be a mechanism to verify that

Duquesne’s calculation of System Lambda is correct and fair.

EGSs participating in the retail choice pilot in Duquesne’s territory currently pay
Duquesne for supply based on Duquesne’s calculation of System Lambda for every hour

when the EGS supply is insufficient to cover its customers’ consumption. However,

¢ Duquesne OATT Schedule 4 — Energy Imbalance Service, third paragraph.
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there is no way for EGSs to verify or challenge Duquesne’s calculations. A hypothetical
example illustrates why this concerns SEL. Suppose that Duquesne expects its system
load and reserve requirements to be 500 MW lower than its available capacity next week.
Duquesne then sells S00 MW in the week-ahead market, but the actual load 1s 100 MW
greater than Duquesne expected, and Duquesne ends up buying. The EGS, according to
Duquesne’s OATT protocol, ends up paying 110% of whatever Duquesne paid for the
power. If Duquesne’s purchase costs $4,000 the EGS pays Duquesne $4,400. The EGS
receives no benefit from Duquesne selling its supply forward, yet pays the price of

Duquesne mismanaging i{s supply.

The example above represents inequity even if Duquesne makes an honest
mistake in managing its supply. However, EGS may also be subject to intentional
manipulation of Duquesne’s System Lambda. Since Duquesne defines System Lambda
to be the cost of the last megawatt produced or purchased, Duquesne could purchase 1
MW for a year at $10,000 per MWh to set its System Lambda high. Although this
example may seem e;(treme, it illustrates a real possibility using Dugquesne’s definition of
System Lambda. A more likely abuse for Duquesne to arbitrarily set Lambda at levels
that are higher than it could possibly justify just because nobody can see what 1s taking

place.

SEL suggests that the Commission allow EGSs to audit and challenge Duquesne’s
calculation of System Lambda or monitor Duquesne’s calculations itself through
Commission audits of Duquesne’s calculations. If the Commission rejects this proposal,

then the Commission should at least force Duguesne to post its System Lambda
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calculation. This way, EGSs can protect themselves against imbalance charges that are
based on extremely high-cost purchases as occurred on June 22, 1998, when Duquesne
billed for Imbalances based on a System Lambda that reached a level of $4,000 per
MWh. Such posting would allow EGSs to deliver more power into Duquesne’s system
than Duquesne’s forecast indicates in case Duquesne’s forecast turns out to be too low.
With this solution, an EGS has the option to avoid receiving a bill for imbalance charges
45 days after the end of the month indicating (i) that it purchased power through
Dugquesne at astronomical prices and (ii) that the EGS lost money that it could have
avoided if only the EGS was aware that Duquesne was paying so much for power at the

time of Duquesne’s purchase.
D. Credit Requirements

The Commission directed Duquesne to conduct meetings with interested parties to
address credit issues in its Opinion and Order (Opinion and Order 6. Credit
Requirements) and stated that the Commission “expects that the parties will work
together to resolve as many of the outstanding matters as possible and that the
Company’s next compliance tariff will reflect the agreement among the parties on these
issues.” Clearly, the changes Duquesne made related to credit issues are not the result of
the agreement of the parties. Instead of requiring a letter of credit from EGSs with bad
credit, Duquesne has modified its Supplier Tariff to require a letter of credit from all
suppliers. This is an unwarranted requirement. EGSs already post security to their
suppliers and the state and to the EDCs if required by the EDC OATT. Using the

Supplier Tariff as proposed by Duquesne, the imbalance charge is not covered by the



10

11

12

13

14

15

16

17

18

19

20

Page 13 of 14 @Comments on Duquesne Revised Supplier TQ Docket R-00974104

Supplier Taniff, so Duquesne’s example illustrating potential liability is incorrect. Under
the Supplier Tariff, Duquesne should only be able to require credit for charges that result.
from the Supplier Tariff. By using the potential OATT imbalance charges, Duquesne
attempts to apply credit requirements of EGSs that Duquesne does not apply to itself, or
any purchaser of transmission services that is not an EGS 1n 1ts service territory. Such

discriminatory requirements of EGSs should not be allowed.
E. Potential Charges for Data Processing Costs

Duquesne proposes new language in Rule 4.14(e) notifying EGSs that it will
assess processing costs against the EGS for sending Duquesne “the same erroneous data
more than once.” Duquesne does not specify the amount of the charge 1n its tanff, nor
does it notify EGSs that EGSs can assess similar charges against the sending EDC for
sending erroneous data more than once to the EGS. If Duquesne has the right, the EGS
should have the same right. Even if this is corrected, however, the tariff does not explain
who will determine if a violation has occurred or how it will make such determination.
SEL suggests that such determination should not be at the sole discretion of one party,

but should go through a dispute resolution process if charges are challenged.
F. Duquesne Reimbursement to EGS for Customer Payments

Duquesne modified its Rule 12.1.5 to indicate that Duquesne shall reimburse the
EGS every two weeks for all energy charges, late fees, sales taxes, and any other taxes

and charges collected on behalf of the EGS to mclude the language “within twenty-five
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days of receipt of payment from the Customer consistent with Section 2807 (c) (3) of the

Competition Act.” The language in the Competition Act, Section 2807 (c) (3) reads:
The electric distribution company shall not be required to forward payment to
entities providing services to customers, and on whose behalf the electric

distribution company is billing those customers, before the electric distribution
company has received-payment for those services from customers.

The only way that Duquesne’s proposed timeline for reimbursing EGSs is
consistent with the language in the Act is that Duquesne does not forward payment to
EGSs before receiving payment from Customers. The Act does not say that Duquesne
has as much as 25 days to forward Customer payments to EGSs. SEL requests that the
Commission direct Duquesne to forward Customer payments to EGSs each business day
for Customer payments received three business days prior unless an EGS agrees to
receive Customer payments less frequently. Allowing Duquesne to hold on to EGS cash
any longer than three days benefits Duquesne to the significant detriment of EGSs with
regard to EGS cash flow and float. Duquesne should have no difficulty determining the
amount to forward to each EGS once it has processed its Customer payments, and
Duquesne likely processes Customer payments as quickly as possible. Of course, the

Commission is likely in a position to verify that this is the case.

End of Comments
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I. INTRODUCTION

On May 29, 1998, the Pennsylvania Public Utility Commission (“PUC”" or
“Commission”) issued an Opinion and Order in this proceeding approving, with modifications,
Duquesne Light Company’s (“Duquesne” or “Company”) Restructuring Plan. Pennsylvania
Public Utility Commission v. Duquesne Light Company, Docket No. R-00794104, Opinion and
Order entered on May 29, 1998 (hereinafter, “Final Order”). The Final Order required Duquesne
to submit a compliance filing incorporating ail of the Commission’s conclusions and directives
on June 18, 1998.

The Company submitted a compliance filing by the deadline established in the Final
Order addressing both the merger scenario and the stand-alone scenario (hereinafter, “Original
Compliance Filing"). Many parties, including the Duquesne Industrial Intervenors (“DII"),
submitted Comments on the Duquesne Original Compliance Filing highlighting numerous and
pervasive flaws that existed in the Company’s filing (hereinafter, “DII Comments”). Duquesne
subsequently filed “Reply Comments” in the proceeding on July 6, 1998.

On August 13, 1998, the Commission issued an Opinion and Order resolving the issues
raised in the Comments, Pennsylvania Public Utility Commission v. Duquesne Light Company,
Docket No. P-00974104, Opinion and Order on Compliance Filing entered on August 13, 1998
(hereinafter, “Order on Compliance Filing”). The Order on Compliance Filing required
Duquesne to submit a revised compliance filing by September 12, 1998. The Commission stated
that the revised compliance filing should be based on the decisions in the Final Order as

modified by the Order on Compliance Filing. Id. at 56. Duquesne was directed to “precisely



reflect the balanced consideration reflected in the Final Order as reconsidered, clarified,
amended, and corrected by [the Order on Compliance Filing].” Id.

Duquesne submitted its revised filing on September 14, 1998 (hereinafter, “Revised
Compliance Filing”).! Prior to the submission of the Revised Compliance Filing, on August 28,
1998, the Company filed with the Commission the “Petition for Clarification and
Reconsideration of Duquesne Light Company Regarding Stand-alone Restructuring Plan”
(hereinafter, “Duquesne Petition for Reconsideration”). According to the Company, the Petition
raised certain “computational issues where the Compliance Order either appears to include an
inadvertent error or is ambiguous regarding the intended treatment of a cost or revenue item.”

Dugquesne Petition for Reconsideration, p. 1. The Company stated its intention to “correct” these

errors in its Revised Compliance Filing. Id. DII submitted an Answer in Opposition to the
Duquesne Petition explaining that the alleged “inadvertent errors” in the Order on Compliance
Filing were not “errors” but rather were the rejection by the Commission of the Duquesne
positions on these issues. See Answer of Duquesne Industrial Intervenors in Opposition to the
Petition for Clarification and Reconsideration of Duquesne Light Company Regarding Stand-
Alone Restructuring Plan, submitted on September 8, 1998 (hereinafter “DII Answer”)
(incorporated herein by reference). The requests for “clarification” are in reality seeking
“reconsideration.” As explained in the DII Answer, the Company fails to meet the relevant

standard for reconsideration of these issues and its Petition for Reconsideration consequently

'‘Because the date specified in the Order on Compliance Filing was a Saturday, the Company’s
Revised Compliance Filing was received by the Commission and the parties, in hand, on
Monday, September 14, 1998. Counsel for DII was e-mailed the tariff sheets and proofs of

revenue on Friday, September 11, 1998.
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must be rejected. However, because the Commission has not resolved the Petition for
Reconsideration and the Company has included the inappropriate treatment of these items in its
Revised Compliance Filing, DII will again address the issues in these Comments.

DII has been an active participant in this proceeding. DII members consume large
amounts of electricity pursuant to tariffs, rules and riders provided by Duquesne, including Rates
GL, L and HVPS, Riders 7, 8, and 20, and Rule 4 Contracts. Because electricity 1s a major
production expense for many of the group members, DII concurs in the Commission’s desire
through this process to ensure that the electric consumers in this Commonwealth “will be well-
positioned to begin and implement successfully the difficult task of moving expeditiously and

effectively to a full competitive electric generation market.” Order on Compliance Filing, p. 56.

To this end, DII offers further comment on the Company’s effort to embody the principles of the
Electricity Generation Customer Choice and Competition Act (66 Pa. C.S. § 2801, et seq.,
hereinafter, “Chapter 28" or the "Act"), the Final Order, and the Order on Compliance Filing in
the tariffs that will govern the ability of customers to access the competitive market during
Duguesne’s stranded cost recovery period. DII concentrates its Comments only on the flaws
that exist in the current filing and does not attempt to reargue positions previously considered
and rejected by the Commission with respect to Duquesne’s stand-alone restructuring plan.
Specifically, DII comments on flaws that appear to exist in the Company’s distribution cost of
service study (“COSS"), a change made by the Company in its provider of last resort
responsibility to all customers, the level of energy cost rate (“ECR”) rolled into Duquesne’s base
rates (and rate cap), the sales volume used by Duquesne in developing its transmission and
distribution rate, and tariff and unbundling issues regarding Rule 4, and Riders 7, 8, 9 and 20.

-3



II. COMMENTS
A, The Commission Should Not Expend Resources Considering Issues
Raised By The Company Regarding The Treatment Of Stranded
Costs In The Divestiture Plan.

In the Final Order, the Commission accepted the Company’s proposal to divest it
generation assets to determine the Company’s stranded cost recovery if the merger with
Allegheny Power System is not consummated. Final Order, at 79-80. Because this divestiture
could not be performed prior to January 1, 1999, in order to establish unbundled rates for
Duquesne’s customers until a definitive stranded cost level (and yearly CTCs to ensure recovery
of that stranded cost) can be established, the Commission decided that Duquesne should continue
using the generation credits developed for the pilot program. Id. at 81-82. The CTC for each
customer class until the divestiture occurs is the difference between the current bundled rate, less
the transmission and distribution charges and the pilot customer participation credit.

Duquesne’s Revised Compliance Filing makes assertions regarding the “correct
calculation of deferred taxes and deferred fuel.” See Revised Compliance Filing, Narrative, p. 4.
These 1ssues are only relevant if the Company is establishing a CTC based on a determined level
of stranded cost recovery. Because the present Revised Compliance Filing does not contain
CTCs based on a determined level of stranded cost recovery, the Commission does not need to

expend resources considering these issues at this time. Duquesne has the opportunity to address

(and have the Commission render a decision on) these issues in the divestiture plan. Id. at 81.



The divestiture comments are the appropriate vehicle for parties to respond. DII fully reserves its
rights to respond to those, and other issues, at that time.?

B. The Company’s Statements Regarding Later Submission Of A Revised

Compliance Filing Addressing The Merger Scenario Prevents Customers
From Planning Alternative Sources Of Supply In A Timely Manner.

The Company’s Revised Compliance Filing addresses only the stand-alone scenario and
not the merger scenario. Duquesne states that, in the event circumstances change prior to
October 5, 1998, and consummation of the merger seems likely, the Company will “promptly
submit the necessary tariffs and documents pertinent to the merger restructuring plan in a manner
that appropriately implements the Compliance Order.” Id. at 1-2.

Although DII understands the Company’s position that, in its view, consummation of the
merger is unlikely, DII is concemned that later submission of a revised merger compliance filing
may detrimentally impact the development of a competitive market in the Duquesne service

territory. Pursuant to the Commission’s phase-in procedures, customers must have contracts

with suppliers finalized by November 1, 1998, in order to be assured of delivery on January 1,

1999. _Enrollment Procedures Applicable to Electric Distribution Companies and Electric

2[t should be noted that the Commission has not addressed the correct treatment of “deferred
taxes” under a divestiture scenario. The Commission included the so-called deferred taxes in the
schedules calculating yearly CTC recovery under an administrative determination. See Final
Order, Attachment C. The Commission rejected DII’s arguments on this issue with respect to
an administrative determination in the Order on Compliance Filing. Order on Compliance
Filing, pp. 15-16. The Company and the parties never submitted testimony regarding this issue
in the divestiture scenario because the company raised the proposal in rejoinder testimony. See
Duquesne Statement No. 1-Rejoinder, Rejoinder Testimony of David D. Marshall. The
Commission accepted the offer to divest with the express acknowledgment that issues would
need to be addressed and resolved in divestiture plan submitted by the Company, including the

ratemaking accounting for use of the proceeds. See Final Order, p. 81.
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Suppliers During the Phased Implementation of Direct Access, Docket No. H-00960890F.00014,

Secretarial Letter issued on June 26, 1998. At this point in time less than two months remain
until that deadline. Customers are negotiating contracts based on the only information available
(Le., the pilot shopping credits that will be used if the merger is not consummated or the
shopping credits in the Commission’s Order on Compliance Filing that will be used if the merger
is consummated). Submission of a merger scenario compliance filing that changes the shopping
credits for customers may require renegotiation of these contracts. In the alternative, customers
may be forced to delay contract execution until Duquesne makes up its mind regarding the
merger. Duquesne’s reservation of the opportunity to submit a revised compliance filing for the
merger scenario inappropriately increases uncertainty for customers in the Company’s service
territory that are attempting to negotiate with alternative suppliers. This may lead to customer
confusion and reluctance to participate in the market.

Moreover, to the extent the Company suddenly “decides” to submit a revised filing, the
parties may not be in a position to immediately analyze and render comments on that revised
filing. As the Commission is aware, many parties, attorneys, and consultants, are involved in all
of the major restructuring proceedings in the Commonwealth. To the extent this additional filing
comes without advanced notice and an adequate opportunity to comment, errors in the filing may
not be detected that may have a detrimental impact on competition in the Duquesne service
territory for the next eight years. All that the Commission and the parties have worked to
accomplish over the last eighteen months may be diminished by an eleventh hour decision by

Duquesne to submit a merger scenario compliance filing.



C. Inconsistencies Exist In Duquesne’s Distribution Cost of Service Study That
Indicate Potential Flaws Requiring Further Information and Analysis.

As part of the Revised Compliance Filing, Duquesne was required to correct pervasive
flaws that existed in its calculation of transmission and distribution rates in the Original
Compliance Filing. Specifically, Duquesne was required to correct errors in the calculation of its
distribution revenue requirement, the sales volume used in the build-up of transmission and

distribution rates, and the class rates of return used to establish rates. Qrder on Compliance

Filing, pp. 5-7 & 9-11. The revised distribution COSS submitted by Duquesne in support of its
proposed rates contains some apparent inconsistencies that may indicate flaws in the study.’ DII
has requested from the Company, and is in the process of receiving, the workpapers and
documentation supporting the COSS. This information is necessary to fully analyze the COSS.
After receipt and analysis of this information, DII will inform the Commission by supplemental
comments whether the explanation provided by the Company is acceptable.

DII offers here some general observations of apparent flaws in the distribution COSS. In
support of these Comments, DII attaches an affidavit by Mr. Stephen Baron, DII’s rate design
witness in this proceeding. See Appendix A, Affidavit of Stephen Baron. As Mr. Baron
explains, two significant anomalies are present in the COSS. First, the ratio between the Rate L
and Rate HVPS distribution revenue requirement is vastly different from the ratio between the

Rate L and Rate HVPS distribution rate bases. See id. at 4 7-8. As Mr. Baron explains, the

3t should be noted that the Company did not submit in testimony a COSS comparable to
the one submitted in the Revised Compliance Filing because of the dispute among the parties
over the appropriate class rates of return to be used in establishing transmission and distribution
rates.
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ratio for the revenue requirements is two-to-one, while the ratio for the rate base is approximately
eight-to-one. Id. A difference of this magnitude may indicate flaws in the study.

Second, a problem appears to exist in the amount of income taxes allocated to Rates L
and HVPS in the COSS. Seeid. at§ 9. Duquesne has assigned to Rate HVPS approximately
three times the amount of income taxes that it assigned to Rate [.. This appears to be a flaw
based on the fact that Rate HVPS earns a negative return on equity for the Company, while Rate
L eams a positive return, Id. In other words, Duquesne assigns to Rate HVPS more income tax
responsibility even though the Company does not earn a profit from the distribution service
provided to the class.® This apparent inconsistency in the revised distribution COSS is not
explained in the Revised Compliance Filing.

As aforementioned, DII requested the workpapers and analysis necessary to verify the
accuracy of the COSS. Upon receipt of this information from the Company, DII will promptly
analyze this issue and provide supplemental comments, as necessary, as soon as reasonably
practicable to ensure the distribution rates in the filing are correct. DII requests and appreciates
the Commission’s consideration in these circumstances.

D. The Company’s Changes in Its Duty to Provide Service As the

Provider of Last Resort Are Unreasonable and Not Authorized
By the Compliance Filing Order.

The Revised Compliance Filing makes a substantial change in the Company’s obligation

to provide to customers provider of last resort service at tariffed rates. This change was not

*This was not an issue addressed by DII in testimony in the proceeding because the
Company’s distribution COSS in the proceeding was based on a requested positive rate of return
for each class, rather than the realized rates of return that included some classes producing

negative returns for the Company.
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authorized by the Order on Compliance Filing and is otherwise contrary to the Company’s
obligation to provide service at the capped tariff rates to customers that access competitive
supply and then return to the Company or customers whose competitive supplier fails to deliver
electricity. This change must be rejected.

Duquesne proposes to add the following language to its tariff to deal with its provider of
last resort obligations to customers that access competitive supply:

For customers who elect to purchase their generation from an EGS, the customer

is responsible for any other charges from the EGS. For reasonable periods of time

in a month in which the supplier becomes unavailable or during which the

customer has not chosen a supplier, the company will supply electricity at the

above charges. However, this will not apply in instances where the Company

supplies electricity when an EGS defaults on their contract with the customer.
See, Revised Compliance Filing, Proposed Tariff, pp. 59 & 63. This language replaces the
following language from the Original Compliance Filing:

For customers who elect to purchase their generation from an EGS, the customer

is responsible for any other charges from the EGS. Any month in which the

supplier becomes unavailable or during which the customer has not chosen a

supplier, the Company will supply electricity at the above charges.
This charge is neither authorized by the Order on Compliance Filing nor consistent with the Final
Order’s directive that all customers have the ability to access the competitive market and retumn
to service from Duquesne at the applicable rate caps. The proposed language limits this ability to
return to service at the tariff rates for only “reasonable periods of time in a month” and
completely eliminates the ability to return to capped rates if the customer’s supplier fails to

deliver. This change is unreasonable, unwarranted and must be rejected. Duquesne must be

directed to submit a further revised compliance filing returning to the original language.



E. The Company Inappropriately Used 1996 Sales Volumes in Developing
Transmission and Distribution Rates.

One of the issues raised in Duquesne’s Petition for Reconsideration was the appropnate
year’s sales volume to be used in developing transmission and distribution rates. See Duguesne
Petition for Reconsideration, pp. 4-5. Despite two Commission pronouncements that the 1999
volumes developed by the OCA should be used, the Company insists in the Petition and in the

Revised Compliance Filing that 1996 volumes be employed. See id.; see also Revised

Compliance Filing, Narrative, pp. 3-4. As explained in DII’s Answer in Opposition to the
Duquesne Petition, the Company has not met the applicable standard for the Commission to
grant a Petition for Reconsideration of this issue and the request should be rejected. See DII
Answer, pp. 8-10. Consequently, the Company should be directed to submit a further revised
compliance filing using the 1999 sales volumes to develop the transmission and distribution
rates.

As DII explatns in its Answer, the Commission addressed the correct year’s sales
volumes to be used in calculating transmission and distribution rates in two of its orders. In
Attachment E to the Final Order, the Commission specifically used the OCA’s retail sales for
1999 in performing the buildup of Duquesne’s transmission and distribution rate See Final
QOrder, Attachment E, line 4. In the Order on Compliance Filing, the Commission reiterated and
reaffirmed its specific decision to use 1999 sales volumes to determine transmission and
distnbution rates, stating:

While in our May 29, 1998, Order, we adopted the ALJ’s recommendation
to employ Duquesne’s use of its 1996 cost of service study as the basis for
allocating all of its costs between generation, transmission, and distribution, we

also concluded that it was appropriate to employ the OCA’s 1999 sales level of
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12,519,000,000 kWh for the buildup of T&D rates. We will adopt the

clarification requested by the OCA, and we would direct Dugquesne to employ the
1999 sales level.

Order on Compliance Filing, p. 9 (emphasis added). In the Compliance Filing Order, the
Commission again employed the 1999 sales volumes in its revised buildup of Duquesne’s
transmission and distribution rates. See id., Attachment “Buildup of Duquesne Light’s T&D
Rates,” line 4. The Commission thus has considered the issue of the correct sales volume on two
occasions and on both occasions has rejected Duquesne’s assertion that the 1996 sales levels
should be used. No reason exists for the Commission to consider this issue for a third time under
the guise of Duquesne’s request for “clarification.” Duquesne should be directed to submit a
further revised compliance filing using the 1999 sales volumes to develop transmission and
distribution rates.

F. The Company’s Proposal To Roll The ECR Into Base Rates At An
Adjusted Level Violates The Rate Cap.

Another issue raised in Duquesne’s Petition for Reconsideration is the appropriate ECR
level to be rolled into base rates and reflected in the capped system average rates used to
establish unbundled rates in this proceeding. Duquesne Petition for Reconsideration, pp. 2-3.
Dugquesne claims that the portion of the ECR in effect on December 31, 1996, representing prior
over-collections should be removed from the calculation of the capped rate at December 31,
1996. Id. The Company implements its position on this issue in the Revised Compliance Filing.
As DII explains in its Answer to the Petition, a roll-in of the ECR at any level other than the
actual level effective on December 31, 1996, has been specifically rejected by the Commission.

See DII Answer, pp. 4-8. As the Company fails to provide any new or novel arguments in
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support of its position, the Petition for Reconsideration must be denied and Duquesne must
submit a further revised compliance filing reflecting the proper roll-in amount.

As DIl explains in its Answer, the Commission’s Final Order indicates that the ECR roll-
in was performed in calculating the system-average unbundled rates reflected in Attachment A of
the Final Order. See Final Order, Attachment A, notes. In addition, the Final Order indicates
that “[n]on-shopping customers will pay the unbundled rate for generation such that the total rate
will precisely reflect current existing rates.” 1d. at 183. In the Order on Compliance Filing, the
Commission explicitly confirms that this rate includes the ECR roll-in at 12.8 mils per kWh.

The OCA argues that the Company’s base rates and ECR in effect, on the
effective date of the Act, were designed to recover 12.8 mils/kWh. The OCA

noted that throughout the restructuring case, the Company indicated that the

proposed Energy Cost Rate (ECR) was higher than the ECR that was in effect at

the effective date of the Act.

We will adopt the position of the GCA. Therefore, we direct Duquesne to

reflect the ECR, in effect on the effective date of the Act, which is designed to

recover 12.8 mils/kWh in energy costs in rate calculations.

Order on Compliance Filing, pp. 11-12. Thus, the Commission clearly rejected the Company’s
proposals to roll the ECR into base rates at any level other than the 12.8 mils in the rate effective
on December 31, 1996,

The Company effectuates the roll-in by adjusting 1996 class revenues in the distribution
COSS by -2.737 mils per kWh. See Revised Compliance Filing, Appendix A, “Explanation of
Adjustments to Original Compliance Filing”, p. 2. As Mr. Baron explains in the affidavit
attached to these Comments, however, the correct adjustment is -3.628 mils per kWh. See
Appendix A, Y 12. An adjustment of -3.628 mils per kWh corresponds with the 12.8 mils year-

end fuel factor that the Commission specifically stated should be rolled into base rates to

S12-



calculate the rate cap. Id. The Company’s adjustment inappropriately increases the rate cap and
should be rejected.

In addition, as DI explains in its Answer, the Commission’s prior decision regarding the
ECR level to be rolled into base rates is fully consistent with the Act and principles of
ratemaking. The Act clearly specifies that the statutory rate caps protecting consumers during
the period of stranded cost recovery are based on the level of charges "approved by the
Commission for such service as of thel effective date of this Chapter.” 66 Pa. C.S. §§
2804(4)(1)(A) & (B) & 2804(4)(ii). Clearly, to the extent that a utility is requesting that the ECR

rate be rolled into the base rates, the only permissible level under the Act is the actual ECR level

in effect on the effective date of the Act (i.e., December 31, 1996). Although the Act provides
that the rate caps can be adjusted in certain circumstances, the existence of an over-collection in
the ECR in effect on December 31, 1996, is not one of the specified circumstances sufficient to
vary the rate cap from the rate level in effect on December 31, 1996. See 1d. § 2804(4)(iii).

The Duquesne proposal to adjust the ECR level at December 31, 1996, prior to rolling the
ECR into base rates is contrary to the dictates of the Act and should be rejected. Duquesne
should be ordered to submit a further revised compliance filing rolling the ECR into rates at the
proper level.

G. The Company’s Treatment of Tariff Issues Concerning Rule 4 and Riders
8, 9, and 20 Does Not Fully Comport With The Commission’s Directives.

DII objected to the Company’s proposed treatment of Tariff Rule 4 and Riders 8, 9, and
20 in the Original Compliance Filing. See DII Comments, pp. 7-20. The Commission accepted

many of DII’s criticisms in the Order on Compliance Filing. See Order on Compliance Filing,
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pp. 20-22. The Company’s Revised Compliance Filing, however, does not fully implement the
Commission’s directives.’
1. The Company’s Tariff Does Not Ensure That Customers on
Rule 4 and Rider 8, 9 and 20 Contracts Will Maintain Rates
Complying With The Statutory Rate Caps.

In the DII Comments to the Original Compliance Filing, DII noted that the Company
failed to include language in its tariff discussing its continuing obligation to provide rates to Rule
4 and Rider 8, 9 and 20 customers after contract expiration that adhere to the statutory rate caps.
See DIT Comments, p. 13. The Commission acknowledged DII’s concerns, noting that “[i]n

other restructuring proceedings, we have stated that the rate cap provisions of Section 2804(4) of

the Act apply to customers taking service under special contracts.” Order on Compliance Filing,

p. 21; see also Final Order, p. 221. The Company’s Revised Compliance Filing, however, fails
to implement the Commission’s directives.

Duquesne failed to include in Rule 4 and Riders 8, 9 and 20 language addressing
adherence to the rate caps through the continued availability to these customers of rates
consistent with the charges in effect on January 1, 1997. In fact, Riders 8, 9 and 20 specifically
state that the riders are available to customers “for a period not exceeding five (5) years.” Revised
Compliance Filing, Proposed Tariff, pp. 97, 103 & 130. Customers that had these contracts as

of December 31, 1996, will have the arrangements expire by December 31, 2001, at the latest.

*Although the Company claims that it did not provide any customer a discount under Rider 20
during 1996, DI addresses all three tariff Riders for completeness.

5This assumes a five year contract was entered into on December 31, 1996. If the contract was
entered into prior to December 31, 1996, or if the contract duration was less than five years, the

contract will expire before December 31, 2001.
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Obviously, the generation rate cap will remain effective after this date and must be adhered to by
the Company.” See 66 Pa. C.S. § 2804(4)(ii). In addition, 1t is possible that contracts will expire
prior to the end of the transmission and distribution rate cap. See id. § 2804(4)(i). The Company
must be required to submit a further revised compliance filing specifying in its tariff that it will
adhere to these rate caps after expiration of the contracts and make available to Rule 4, an;i' Rider
8, 9 and 20 contract customers rates commensurate with the rate cap as of January 1, 1997.
2. The Tariff Language Must Further Clarify How Rule 4 and

Riders 8, 9 and 20 Contracts will be Unbundled and the

Discount In the Contract Allocated.

In the DII Comments on the Original Compliance Filing, DII raised numerous issues
regarding the Company’s unbundling of Rule 4 and Rider 8, 9 and 20 arrangements. See DII
Comments, pp. 14-17. The Commission acknowledged many of DII’s criticisms, including the
necessity of allocating a portion of the discounts in these rates to the customer’s CTC. See Order
on Compljance Filing, pp. 20-22. The Company’s Revised Compliance Filing remains unclear
regarding this issue.

Duquesne implements the unbundling directive for Rule 4 by stating “the dollar value of
the customer’s discount from otherwise applicable tarff rates will be allocated equally between
the CTC charges of the bill and the generation charges of the bill." See Revised Compliance

Filing, Proposed Tariff, p. 10. The Company proposes the following unbundling treatment for

the discounts in Riders 8, 9 and 20:

"The transmission and distribution rate cap expires 54 months from the effective date of
Chapter 28 (Le., June 30, 2001). 66 Pa. C.S.§ 2804(4)(1). The generation rate cap continues for
the earlier of nine years from the effective date of Chapter 28 or until Duquesne is no longer

recovering stranded costs. Id. § 2804(4)(ii).
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The dollar value of the credit will be applied first to the total distribution charges

of the contract. If the credit is greater than the total distribution charges, the

balance of the credit will be allocated equally between the CTC charges of the bill

and the generation charges of the bill.

Id. at 102, 107 & 133. The Company’s illustration of unbundling in the Revised Compliance
Filing shows the total discount provided in 1996 to all customers in each rate schedule under the
arrangements and the aggregate portion that will be allocated to the applicable unbundled
elements. See Revised Compliance Filing, Appendix C.

Duquesne must be directed to modify its tariff language to specify that the discounts in
each of the unbundled rate elements will apply to both to both demand and energy components of
the unbundled rate element. This is necessary to ensure compliance with the rate caps for these
customers. For example, Rider 8 provides a percent discount for incremental unit demand
charges and a percentage discount for incremental unit energy charges. See Revised Compliance
Filing, Proposed Tariff, pp. 97-98. Both the demand and energy charges of each unbundled rate
element must continue to be eligible for the discount and must have the discount designed into
the unbundied rates.

3. Duquesne’s Tariff Language Inappropriately Implies That
Unbundling Will Vary Based On Whether The Customer
Accesses Competitive Supply or Continues to Purchase Power
From The Company.

In the Commission’s Order on Compliance Filing, it is clear that all special contracts
must be unbundled. Seg¢ Order on Compliance Filing, p. 20. It is also clear that the customer
must have three options available to them. The customer can: (1) take service under the contract;
(2) terminate the contract and obtain electricity from an EGS; or, (3) retain the Company’s

services under the unbundled contract rates and obtain electricity from an EGS. Id. at 20-21.
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Because of the language used by the Company, the tariff could be interpreted as
authorizing disparate treatment for a customer depending on whether the customer remains
taking service from the Company or switches to an alternative supplier. Any ambiguity on this
issue can be removed by making the following changes to the language:

For contracts that do not contain provisions governing the customer’s rights under

direct access, the Company will unbundle the customer’s contract effective as of
January 1, 1999, in a manner that retains the customer discount and reflects the
amount of transmission, distribution, CTC and generation charges in the customer

contract. £The customer may continue to purchase electricity from the Company
in accordance with the terms and conditions of the contract; terminate the contract
and obtain electricity from an EGS on the otherwise applicable tariff rates
according to their eligibility under direct access; or, retain the Company’s services
under the unbundled rates of the contract and purchase electrical energy from an

EGS. Ferecustomerswho-een "

generation-chargesin-the-eustemer—contraet: The dotarvalue-ofthe customer’s
discount from the otherwise applicable tanff rates will be allocated equally
between the CTC eharges components efthe-bilt and the generation eharges
components of the unbundled rateg bif. The discount will be applied to both the

demand and energy components of the unbundled rate elements. Contract
expiration shall not affect the applicability of any statutory rate cap. ¥or

The quoted passage is from proposed Rule 4.% Similar language should be used regarding the
unbundling of Rider 8, 9 and 20 arrangements, with appropriate changes to reflect the differing

allocation of the discount to distribution, and CTC and generation rates (if necessary) because of

¥DII’s proposed language addresses unbundling and the rate cap issues discussed previously in
these Comments.
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the nature of the discount. This language will remove any ambiguity that may exist regarding
this issue. DII requests that the Commission direct the Company to include this passage in its
tariff Rule 4 and Riders 8, 9 and 20 to govern the unbundling of special contracts.

H. The Company Fails To Include Language Regarding the Transmission
and Distribution Rate Cap.

The proposed tariff submitted with the Revised Compliance Filing states on numerous
rate schedules the transmission charges that will be imposed on customers receiving supply from
the Company. See e.g., Revised Compliance Filing, Proposed Tariff, pp. 31, 39-40, 48-49, 57-58
& 62. The Company fails to acknowledge that it must comply with the Act’s rate caps in
imposing the transmission charge.? During the first 54 months after enactment of the Act, the
“charges of the utility for non-generation services that are regulated as of the effective date of this
chapter . . . shall not exceed the non-generation charges that have been approved by the
commission for such service as of the effective date of this chapter.” 66 Pa. C.S. § 2804(4)(i)(B).

Although the Commission does not regulate transmission, at the effective date of the
chapter, the Commission regulated the bundled rate that Duquesne was permitted to charge
customers for service, which included a transmission component. Consequently, the
transmission charge that Duquesne levies on customers for the first 54 months must comply with
the non-generation charge rate caps. This is applicable whether or not the Federal Energy
Regulatory Commission (“FERC") changes the transmission charge revenue requirements.

Consequently, if the FERC-approved transmission charge will result in the customer’s charges

°DII did not raise this specific concern in its Comments on the Original Compliance
Filing; however, given the fundamental importance of the rate caps to the balance between utility
and customer interests in Chapter 28, DII requests that the Commission consider the issue.
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for non-generation services exceeding the level in effect on January 1, 1997, the Company must
adjust other aspects of the non-generation charges to ensure rate cap compliance (Leg., the
distribution charge).

Nothing in the Company’s filing acknowledges its obligation to comply with the rate cap
or explains how it intends to adjust other charges to ensure compliance with the rate cap. The
Company must be directed to resubmit its Revised Compliance Filing with both an
acknowledgment of the rate cap obligations and an explanation of how it will comply with those
obligations if the FERC approves a transmission rate at variance with the rate used to unbundle
the tariffs.

L The Company’s Treatment of Interruptible Customers Under Rider 7
Is Improper.

Duquesne adds a sentence to its tariff Rider 7 that improperly restricts the ability of these
customers to participate in the competitive market during the phase-in. Specifically, Duquesne
limits the ability of customer to receive interruptible service from other suppliers during phase-
in. This is improper and must be corrected.

The Order on Compliance Filing did not require Duquesne to make any changes to Rider

7. See Order on Compliance Filing, pp. 30-31. On its own initiative, however, Duquesne adds

the following sentence to Rider 7:
Customers purchasing electricity from the Company and an EGS must purchase
their entire interruptible load from the Company in order to qualify for the credit
in this rider.

Revised Compliance Filing, Proposed Tariff, p. 94. The Company’s chart in Appendix D

explaining the tariff changes categorizes this change as “clarifying language regarding electricity
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purchased from the Company.” Id., Appendix D. The Company’s “clarifying language,”
however, is improper and will prevent interruptible customers from participating in the first two
stages of direct access phase-in.

During the first two stages of direct access phase-in, industrial and large commercial
customers have the opportunity to have at least 33 % and 66 % of their load supplied by a
competitive supplier. The remaining portion of the customer’s load will be supplied by the
Company. The Company’s language in Rider 7, however, states that an interruptible customer
will lose the ability to have interruptible load supplied by the Company if it takes any
interruptible power from an EGS. In order to continue receiving interruptible service from the
Company, customer must either remain with the Company for their entire load during phase-in,
or contract with an EGS only for firm power; the customer cannot remain 100% interruptible by
receiving 66% of its interruptible power from an EGS and 33% from the Company. This is
inconsistent with the intent of the partial load phase-in and effectively forces any customer that
wants to take 100% interruptible load during phase in to remain with the Company.

The Company’s proposal to limit the availability of interruptible service is improper and
anti-competitive and must be eliminated from the direct access tariff. Duquesne must be directed

to submit a further revised compliance filing eliminating the restriction.
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III. CONCLUSION
WHEREFORE, the Duquesne Industrial Intervenors respectfully request the
Commussion to order Duquesne to modify the rates, terms and conditions of its proposed tanff

consistent with these Comments.

Respectfully submitted,

McNEES, WALLACE & NURICK

oy Foamel ( Poboc

David M. Kleppinger
James P. Dougherty
Pamela C. Polacek

100 Pine Street

P.O.Box 1166

Harrsburg, PA 17108-1166
(717) 232-8000

Counsel to Duquesne Industrial Intervenors

Dated: September 21, 1998
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AFFIDAVIT OF STEPHEN J. BARON

STATE OF GEORGIA
COUNTY OF FULTON

Before me, the undersigned Notary Public in and for the County of Fulton, State of
Georgia, personally came and appeared Stephen J. Baron, who was sworn by me and attested

to the following facts:

1. I am the President and a Principal of J. Kennedy and Associates, Inc.
("Kennedy and Associates"), a firm of utility rate, planning and economic¢ consultants in
Atlanta, Georgia. Kennedy and Associates provides consulting services in the electric,

telephone and gas utility industries.

2. I have more than twenty-three years of experience in the electric utility
industry in the areas of generation planning, economic analysis, load and energy forecasting
and cost analysis. [ have a Bachelor of Arts Degree from the University of Florida (1972)
and a Master of Arts Degree in Economics (1974) also from the University of Florida. My
areas of specialization were econometrics, statistics, and public utility economics. 1 have
been employed by the Florida Public Service Commission; the Utility Rate Consulting
Division of Ebasco Services, where I was a Vice President; the firm of Coopers & Lybrand,
where I was a Manager in the Utility Regulatory and Advisory Services Group; and as a

Principal and co-founder of the firm of J. Kennedy and Associates, Inc.
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3. During the course of my professional career, I have testified as an expert in
more than 100 cases before the FERC and twenty-two State Regulatory Commissions,
including more than 30 appearances before the Pennsylvania PUC. [ have presented

numerous papers and published articles in Electrical World and Public Utilities Fortnightly

and have authored a study for the Electric Power Research Institute on "Load Data Transfer

Techniques."

4, I have presented expert testimony on the subjects of electric utility
restructuring, system planning, load forecasting and cost analysis, cost allocation, rate design,
and regulatory policy issues. I have participated and testified in each of the major electric
utility restructuring proceedings in Pennsylvania, including Duquesne Light Company

("Duquesne" or "Company") Docket No. R-00974104.

5. I have reviewed Duquesne’s Second Compliance Filing of September 11,
1998. Although I did not have detailed workpapers supporting the compliance filing
available at the time of my review, I have identified what appears to be a significant problem

with the Company’s unbundled distribution revenue requirement analysis.

6. The specific problem that I have identified concerns attachments to
Duquesne’s Compliance Filing; Schedule A "Cost of Service Study (1996) Distribution COS
Summary" and Schedule B of the attachments, which is the second page of the cost of

service summary for distribution revenue requirements.

7. Schedule A shows the summary of the development of Duquesne’s

Compliance Filing distribution revenue requirements. On a Pennsylvania PUC jurisdictional
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basis, Duquesne has calculated distribution revenue requirements in its Second Compliance
Filing to be $250,268,519. As shown on Schedule A, the corresponding distribution revenue
requirement for Rate Schedule L is $11,002,004 and is $5,053,339 for Rate Schedule
HVPS.! Effectively, the Rate Schedule L distribution revenue requirement is more than two

times the Rate Schedule HVPS distribution revenue requirement.

8. At the same time that Rate Schedule L revenue requirement is approximately
twice the Rate Schedule HVPS distribution revenue requirement, the distribution rate base

for Rate Schedule L of $58,402,775 is approximately eight times larger than the distribution

rate base for Rate Schedule HVPS ($7,527,955). These values are shown on Schedule B of

Duquesne’s Second Compliance Filing attachments.

9. Focusing on Schedule A again, Duquesne calculated that the test year rate of
return for Rate Schedule L is 6.33%, while the overall rate of return for Rate Schedule
HVPS is 0.83%. At the same time, however, Duquesne has calculated the total income taxes
for Rate Schedule L to be $231,477, while for Rate HVPS, total income taxes are $821,181.
There is no apparent explanation as to why the income taxes for Rate Schedule HVPS are

over three times as high as they are for Rate Schedule L, when the overall HVPS rate of

return is 0.83% and the return on equity for Rate Schedule HVPS is shown to be -10.41%.

Based on the rate of return result for Rate Schedule HVPS (compared to Rate Schedule L),
there does not appear to be any apparent reason why the HVPS "total income taxes" would

be in excess of three times the amount for Rate Schedule L, which has a rate base eight

' I have used a comparison between Rate Schedules L and HVPS as an illustration of the disparities that |
have identified in the distribution analysis. This is not intended to suggest that the problem(s), if any, are
only associated with these two classes.
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times larger than Rate Schedule HVPS and a positive rate of return on equity (upon which

taxes are paid), compared to the Rate Schedule HVPS negative return on equity.

10. The previous observations regarding a comparison between Rate Schedule L
and Rate Schedule HVPS suggests that there may be a problem with the Company’s
distribution cost of service analysis. Without the benefit of the underlying workpapers and
other supporting documents, it is not possible to specifically identify the causes of the

anomalies that I have identified.

11.  If, as is suggested by my previous observations, the Company’s distribution
cost of service study is incorrect, the underlying distribution rates calculated by Duquesne
in its Second Compliance Filing are also incorrect. In addition, the Company’s calculation
of CTC rates and revenues would be incorrect as well, since these are based on a residual

calculation.

12. I have also examined the calculation of the overall rate cap. Duquesne has
calculated an overall rate cap of 8.87 cents per kWh. This rate cap reflects a roll-in of
-2.737 mills’kWh for the 1996 year-end ECR level. This ECR (-2.737 mills/kWh)
corresponds to the year-end unit fuel cost of $13.833/kWh but does not include the actual
"error correction factor” in effect at year-end 1996. The actual year end 1996 ECR is -3.628
mills’lkWh, which includes the actual error correction factor of 0.851 mills (before GRT
adjustment). The Commission ordered year-end fuel factor of 12.8 mills corresponds to the

actual effective ECR. of -3.628 mills/kWh that should have been used in the calculation of

the overall rate cap.
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c Stepﬁén J. Baron

Sworn to and subscribed before me on this
18th day of October 1998.

/l(I otary Public

Notary Public. Cobb County, Georgia.
My Commission Expires January 26, 2001
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission

V. Docket No. R-00974104

Duquesne Light Company
(Application to Approve Restructuring Plan

Pursuant to 66 Pa. C.S. § 2806(d)) R E C E ' VE D

Comments of
Green Mountain Energy Resources, L.L.C. SEP 211998
on the Supplier Tariff (Credit Requirements)
of the Second Compliance Filing of Duquesne Light Compapy, p5( ¢ UTILITY COMMISSION

D 0 C U M E NT Regarding Stand-Alone Restructuring Plan SECRETARY’S BUREAU

FOLDER

NOW COMES Green Mountain Energy Resources, L.L.C. (“GMER”), licensed as an
Electric Generation Supplier at Docket No. A-110073 (June 4, 1998), and files these comments

to the supplier taniff (credit requirements) of Duquesne Light Company’s (“Duquesne”) Second

Compliance Filing Regarding Stand-Alone Restfﬁpt@@ﬂ[ﬁ% @'ﬁl?oﬁpliance Filing™),
A

and in support thereof states as follows: L5
PP SEP 24 1998

1. In its September 11, 1998, Second Compliance Filing, Duquesne has departed
substantially from the Supplier Tariff credit requirements approved by this Commission in the
compliance filings of PP&L, Inc. and PECO Energy. Second Compliance Filing, Appendix G,

12.4, at 40.

2. To illustrate, § 12.4 of the Commission-approved Supplier Tariff of PP&L, Inc. is

as follows, with Duquesne’s deletions bracketed and language additions underlined:




12.4 Guarantee of Payments. Before the Company will
render service or continue to render service, the Company [may]
shall require an applicant for Coordination Service or an EGS
currently receiving such service [that has Bad Credit] to provide a
[cash deposit, letter of credit, surety bond, or other guarantee,
satisfactory] deposit in the form of a letter of credit to the
Company. The Company will hold the deposit as security for the
payment of final bills and compliance with the Company’s Rules
and Regulations. [In addition, the Company may require an EGS to
post a deposit at any time if the Company determines that the EGS
is no fonger creditworthy or has Bad Credit.] An EGS shall have
the right to submit to the Commission for resolution any
reasonable dispute regarding such [deposit, letter of credit, surety
bond or other guarantee] letter of credit sought by the Company if
the EGS believes such a requirement is inappropriately based or
assessed. The Company reserves the right to implement further

procedures for guarantee of payments and credit review
procedures.

[12.5] 12.4.1 Amount of Deposits. The [deposit]
letter of credit shall be equal to [the value of Coordination Services
Charges the Company projects the EGS will incur during the next
two billing periods based on that EGS’s forecasted load obligation]
(1) $250,000, or (ii) two months of EGS’s customers’ forecasted
MWH load multiplied by $25.00, whichever is less.

3. In the introduction to its Second Compliance Filing, Duquesne explains that it
proposes these revisions to ensure that it will be able to collect payment in the event that an EGS
“defaults on supply” or “is insolvent,” in which case it “may not fully recover ... energy and

imbalance charges” Second Compliance Filing at 8, 9.

4. The filing contains no explanation for the $250,000 amount of the mandatory
letter of credit, whereas “[t]he $25.00 is intended to approximate system lambda and to cover the
potential default of an EGS on its obligations to supply and to ensure that Duquesne is

reimbursed for supplying such energy.” /d. at 8.

5. Thus, Duquesne has proposed that it be protected against the loss of erergy

charges by inflating its coordination charges, far beyond any justifiable cost basis for those



coordination charges. It also seeks the unfettered discretion to implement all manner of other
“procedures for guarantee of payments and credit review procedures.” Proposed § 12.4. For
example, Pennsylvania Power has already demanded confidential financial information from
GMER, despite the public availability of GMER’s credit information (including from Dun &
Bradstreet), and perhaps this same needlessly intrusive demand for proprietary information

would be encompassed within Duquesne’s credit review “procedures.”

6. Duquesne’s proposed mandatory security requirement, imposed on the
unquestionably creditworthy and those few who may be less so, restricted only to a letter of
credit, and potentially used as the basis for denying “registration” to an EGS and coordination
services to an EGS during the pendency of an appeal to the Commission (see the last sentence of
proposed Y 3.5), is an unnecessary financial burden on EGSs and constitutes a barrier to entry

into Duquesne’s service territory.

7. Furthermore, such security is not needed given the availability of the $250,000
bond, letter of credit, or other appropriate security required of EGSs to become licensed by the
Commission. That security is furnished “to ensure the financial responsibility of the electric
generation supplier and the supply of electricity at retail in accordance with contracts,
agreements or arrangements.” 66 Pa. C.S. § 2809(c)(1)(i). This language undoubtedly was
drafted so as to encompass Duquesne’s concerns. Thus, the security now held by the
Commission displaces the need for separate security by each EDC, and especially where the

EGS is unquestionably creditworthy.

8. For those EGSs seeking to serve customers throughout the Commonwealth (and

especially for those EGSs that do business in the emerging electricity markets in other states




besides Pennsylvania), the cumulative burden of a licensing security in the amount of $250,000,
plus the same security requirement imposed by Duquesne (and perhaps other EDCs if
Duquesne’s proposed tariff language is approved by the Commission, discourages active EGS

participation in the Pennsylvania marketplace.

WHEREFORE, for the foregoing reasons, Green Mountain Energy Resources requests
the Commission to maintain uniformity in EDC supplier tariffs by rejecting Duquesne’s
proposed departures from those already negotiated by PP&L, Inc., PECO Energy, and suppliers

and recently approved by this Commission.

Regpectfully submitted,

%ﬁws H. Cawley

Rhoads & Sinon LLP

One South Market Square
P. 0. Box 1146

Harrisburg, PA 17108-1146
(717) 233-5731

Attorneys for
GREEN MOUNTAIN ENERGY RESOURCES, L.L.C.

Dated: September 21, 1998
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Comments of Green Mountain Energy Resources, LL.C. to Duquesne Light Co.’s Second
Compliance Filing upon the following participants in accordance with the requirements of 52 Pa.
Code §1.54.

Chairman, Vice Chairman & Commissioners

Bureau of Fixed Utility Services
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P. 0. Box 3265
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P.O. Box 3265
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John S. Moot, Esquire (By FAX and FedEx)
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Skadden, Arps, Slate, Meagher & Flom LLP

1440 New York Avenue, N.W.

Washington, D.C. 20005
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Pittsburgh, PA 15219

bomet ]

James H. Cawley
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. COMMONWEALTH OF PENNSYLVANIA

D

OFFICE OF CONSUMER ADVO
555 Walnut Street 5th Floor, Forum Place

Harrisburg, Pennsylvania 17101-1923
IRWIN A, POPOWSKY (717) 783-5048

FAX {717) 783-7152
Gonsumet AdVOCGtD E-Mail: pacca@ptd.net
OCUMENT
FO L DER September 21, 1998

owny t {O

James J. McNulty, Secretary
Secretary Bureau

Pennsylvania Public Utility Commission A 50?10 l:f_"i
Room B-20, North Office Building gﬁ ~ E.;%
P. 0. Box 3265 <= b
Harrisburg, PA 17105-3265 v =

o o Ll

Re:

{d

b= 2
Application of Duquesne Light @ompaiﬂ fo
Approval of Restructuring Plan lﬁder
2806 of the Public Utility Code,
Docket No. R-00974104

r
Section

Dear Secretary McNulty;

Enclosed please find an original and (10) copies of the Office of Consumer

Advocate’s Comments on Duquesne Light Company’s Second Compliance Filing, in the above-
captioned proceeding.

Copies of this document have been served on all parties of record as shown on the
attached Certificate of Service.

Sincerely,

E! wmep
! McCloskey

Assistant Consumer Advocate

Tanya i

Enclosure

cC: All parties of record
Office of Special Assistants
Donald H. Muth, FUS
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L INTRODUCTION

The Office of Consumer Advocate is in receipt of Duquesne Light Company’s
Second Compliance Filing. As noted in the Second Compliance Filing, the Second Compliance
Filing was served by overnight mail for receipt by the parties on Monday, September 14, 1998 since
the Commission’s Order had required filing on a date which fell on a Saturday. To obtain the full
seven day response period contemplated by the Commission’s Order, Duquesne recognizes that the
parties’ Comments to the Compliance Filing should be due, in hand, on Monday, September 21,
1998. Second Compliance Filing, p.2, fn.l. In accordance with this schedule, the OCA has
reviewed the Second Compliance Filing and identified certain areas where the Second Compliance
Filing may not fully implement the Commission’s Compliance Order. Importantly, Duquesne did
not reflect the changes regarding its universal service recovery mechanism directed by the
Commission and Duquesne utilized a different energy cost rate than that approved by the
Commission when rolling its ECR into base rates. Additionally, the OCA submits that the
Company'’s tariff language regarding the reconciliation of interim CTC payments prior to divestiture
remains unclear. To avoid complications following divestiture, the OCA recommends that the
language be amended to clearly state that each class will be credited with its CTC collections during
the interim period when determining the class obligation for stranded cost recovery following
divestiture.

The OCA would also note that it has identified a change in the Second Compliance
Filing that was not_identified by the Company in Appendix D_and was_not_directed_by the
Commission in its Order. This change occurs for all rate schedules in the section entitled “Electric
Charges”™ and appears to limit the Company’s obligation as provider of last resoit to customers who

1



do not choose an alternative supplier, whose alternative supplier is unavailable, or whose alternative
supplier defaults, The OCA submits that there is no justification for these changes in the Second
Compliance Filing and the changes should be rejected. The language that appears in the Company’s
Original Compliance Filing should be reinstated. Additionally, the OCA submits that the parties
should be permitted to file Supplemental Comments if the parties identify any other non-ordered or
non-identified changes to the Tariff in the Company’s black-lined version of the Tariff. Given the
limited time for review, and the complexity of other issues for review in the Second Cmﬁpliance
Filing, the OCA has been unable to determine if any other significant changes have been made to
the Tariff. The OCA is concerned that other changes could significantly affect the implementation
of customer choice if undetected. As such, other parties provided an appropriate period for review
and response to determine if changes beyond those identified in Appendix D have been made to the
Tariff.
The OCA hereby submits 1ts Comments regarding Duquesne’s Second Compliance

Filing.
IL. SPECIFIC ISSUES

A, Universal Service Charge--Tariff Rider No. 21

At page 36 of its Compliance Order, the Commission directed Duquesne to revise

Tariff Rider No. 21--Universal Service Charge to include universal service program costs as well
as universal service program savings in the reconciliation mechanism. The-Commission directed
the following modification:

Therefore, we direct Duquesne to revise Tariff Rider No. 21 to read: “U=The

estimated net universal service program costs related to the Company’s Customer

Assistance Programs (CAP), Customer Assistance and Referral Evaluation Service

2



® o
(CARES), Smart Comfort Program, Hardship Fund and Consumer Credit Counseling
Service (CCCS) for the computation year.”
Duquesne Order on Compliance at 36. Duquesne has not implemented this requirement.
Specifically, Duquesne has not inserted the word “net” before “universal service program costs” in
its Tariff Rider No. 21.

The OCA recognizes that the Company has filed a Petition for Reconsideration on
this issue which the OCA has opposed. The OCA submits that, for the reasons set forth by the OCA
in its Answer to the Petition for Reconsideration, Duquesne should be required to amend its taniff
to comport with the Commission's Order. The Commission has consistently stated that in
reconciling universal service program costs, it will require a reconciliation of the cost savings.
Application of West Penn Power Company, Docket No. R-00973981 (Order on Compliance of July
23, 1998 at 27-28) and Guidelines For Maintaining Universal Service, Docket M-00960890F.0010
(Order of July 11, 1997 at 13, 34-35, Appendix D). In accordance with these decisions, and the
Commussion’s Order on Compliance for Duquesne, the OCA requests that the Commission direct
Duquesne to amend its Tariff Rider No. 21 to comply with the Commission’s directives.

B. ECR Roll-In

At page 5 of its Revised Compliance Filing, the Company indicates that it has “shown
the correct calculation of its ECR” in this Compliance Filing, as it explained in its Petition for
Reconsideration. In its Petition for Reconsideration, Duquesne sought a determination that the
appropriate ECR to roll in is not 12.8 mills/kWh as determined by the Commission in its Order of
August 13, 1998 but 13.713 mills/kWh. The Company argues that 13.713 mills/kWh _is the

appropriate amount because it removes the overcollection balance that was reflected in the ECR rate

(W8]



® ®
on the effective date of the Act. Petition at 3. The OCA has filed an Answer opposing Duquesne’s .
Petition for Reconsideration of this matter.

The OCA submits that Duquesne should be directed to reflect the 12.8 miils/kwh as
its energy costs when it includes its ECR in base rates. As set forth fully in the OCA’s Answer to
the Petition for Reconsideration, the issue here is not what components made up the rate on the
effective date of the Act but what the total ECR rate was on the effective date of the Act. On the
effective date of the Act, Duquesne was charging an ECR that allowed it to collect energy costs of
12.8 mills/kWh. Duquesne, however, has utilized the 13.713 mills/kWh in the Revised Compliance
Filing. Although this is a reduction from the 14.7 mills/’kWh utilized in the original filing, the OCA
submits that the Company has not complied with the Commission’s Order.*

As such, the OCA submits that Duquesne should be directed to roll its ECR into base
rates at the 12.8 mills/lkWh level.

C. Rule 3.3--Competitive Transition Charge Reconciliation

[n Tanff Rule 3.3, the Company has proposed a methodology for accounting for CTC
collections during the interim period and then reconciling these revenues at the time of divestiture.
It is the OCA’s understanding that the Company will track these collections by rate class. The OCA
submits, however, that the Company’s tariff rule should also clearly state that the revenues collected

from each class in this interim period will be used to adjust the amount owed by each class. The

! At page 5, fn.2, the Company notes that the effect of utilizing the 13.713 mills/lkWh
results in a reduction to the system average rate cap. This reduction in the system average rate cap
15 a result of the Company removing the 14.7 mills/kWh utilized in its original filing, and utilizing
the 13.713 mills/kWh it now proposes when it rolls its ECR into base rates. The OCA anticipates
a further reduction in the system average rate cap when the ECR is rolled into base rates at the
Commission ordered level of 12.8 mills/kWh.



QCA believes this is the intention of the Company’s Tariff Rule 3.3, but additional language could
be added to the rule to clarify this point.

Additionally, the OCA would again caution that this methodology could result in
some class’ contribution to stranded cost during this interim period being extremely low. This could
present difficulties in setting a CTC within the constraints of the Act. Undercollection of charges
during this interim period would put upward pressure on the CTC charges that would result in no
meaningful shopping credit for come classes. The OCA anticipates that this could be a potential
problem for residential heating customers in Rate RH. The Company’s tariff language does not
recognize this possibility, and may require the Commission to determine a CTC methodology prior
to receiving full information regarding the level of stranded cost.

As such, the OCA submits that the Company’s tariff should be clarified to recognize
these possibilities.

D. Supplier of Last Resort--Rate RS, Rate RH, Rate RA and all other Rate Schedules

At Oniginal Page No. 31 for Rate RS, Original Page No. 34 for Rate RH, and Oniginal
Page 37 for Rate RA in the section headed “Electric Charges” in the third paragraph, the Company
has added a clause to the second sentence and has add a third sentence. The Company was not
directed to make any modifications to this paragraph, and the Company did not identify any changes
to this paragraph in Appendix D when listing the changes made to the tariff. The paragraph existed
in the Original Compliance Filing and was intended to describe the Company’s obligation when a
customer’s supphier becomes unavailable, or tﬁe customer has not c;hosen a supplier. In other words,
the paragraph set forth the Company’s provider of last resort obligation for those customers. The
OCA submits that the Company s revisions to this paragraph change the obligation and are in fact
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inconsistent with the Company’s obligation as provider of last resort. As such, the OCA submits
that these changes should be deleted, and the language filed in the Original Compliance filing
utilized in its place. |

The Company has made two changes to its obligation as provider of last resort in this
Second Compliance Filing. First, when describing its obligations to customers who have not chosen
or whose supplier is unavailable, the Company limits its obligations to “reasonable periods of time
in a month.” The OCA submits that there is no basis for limiting this obligation. The statutory
obligation to serve these customers at the rates contained in the tariff is without limitation. As such,
the limitation should be removed and the original language reinserted. The second sentence of the
third paragraph under “Electric Charges” should read:

Any month in which the supplier becomes unavailable or during which the customer
has not chosen a supplier, the Company will supply electricity at the above charges.

See, e.g., Onginal Compliance Filing, Original Page No. 2% and Original Page No.32.

Second, the Company has added a sentence to address the situation where an EGS
defaults on the contract. Initially, the OCA would note that this situation seems to be no different
than a supplier being “unavailable,” but Duquesne now seeks to treat this situation differently. In
essence, it appears that Duquesne seeks the ability to impose charges on customers above the capped
tariffed rate levels if the supplier defaults. This proposal is in direct violation of the rate cap
provisions of the Act. The OCA submits that this sentence should be deleted. There is no
justification for the Company’s attempt in the Second Compliance Filing to change its obligations
to customers who have selected an EGS that defaults. This is a fundamental change in Duquesne’s

obligation and is wholly inconsistent with the Commission’s Orders in this and every other



restructuring proceeding. As such, the sentence should be deleted from the Second Compliance
Filing,

Additionally, as set forth in the Introduction, the OCA requests that other parties be
provided an opportunity for Supplemental Comments if significant changes, beyond those identified
in Appendix D of the Second Compliance Filing are identified. Given the complex nature of the
Second Compliance Filing, other parties should be given an opportunity for review and response if

other non-ordered changes have been made to the Compliance Tariffs.



III. CONCLUSION

For the reasons set forth above, and for the reasons set forth in the OCA’s Answer
to Duquesne’s Petition for Reconsideration of the Compliance Order, the OCA respectfully urges
the Commuission to direct Duquesne Light Company to further modify its Second Compliance Tariff
consistent with the positions set forth in these Comments, and to make any further modifications

deemed necessary upon any further review conducted by the Commission.

Respectfully submitted,

) c
Tanya J( cdoskey
Edmund-F Berger
Agssistant Consumer Advocates

Counsel for:
Irwin A. Popowsky
Consumer Advocate

Office of Consumer Advocate

555 Walnut Street, 5th Floor, Forum Place
Harnsburg, PA 17101-1923

(717) 783-5048

Dated: September 21, 1998
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RE:  Application of Duquesne Light Company for Approval of its Re%ucturfr‘i’g
Plan Under Section 2806 of the Public Utility Code; Docket No. R-00974104;
COMMENTS OF MID-ATLANTIC POWER SUPPLY ASSOCIATION
TO DUQUESNE LIGHT COMPANY’'S SEPTEMBER 18, 1998
REVISED COMPLIANCE FILING

Dear Mr. McNulty:

Enclosed, for filing with the Commission, are the original and fifteen (15) copies of the
Comments of the Mid-Atlantic Power Supply Association to the above-captioned docket.

If you have any questions concerning this filing, please direct them to me.

Very truly yours,

Counsel for the Mid-Atlantic
Power Supply Association

JLM/kmg
Enclosures

cc: Per Certificate of Service



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Duquesne Light Company for
Approval of its Restructuring Plan Under Section : Docket No. R-00974104

2806 of the Pennsylvania Public Utility Code

2y bR

COMMENTS OF THE pial C_‘f:‘j -~
MID-ATLANTIC POWER SUPPLY ASSOCIATION o 5! ’,_:
TO THE SEPTEMBER 11, 1998 SECOND COMPLIANCE FILING -©F o 'i',;\

M E NT DUQUESNE LIGHT COMPANY 3;"*; — :
D O C U REGARDING STAND-ALONE RESTRUCTURING PLAN :‘;—,‘_cé 2 =
cOLDER .

The Mid-Atlantic Power Supply Association ("MAPSA")!, by and throughTits counsel,

nqaanﬂ
\

Malatesta Hawke & McKeon LLP, hereby submits comments to the Second Compliance Filing
(dated September 11, 1998), of the Duquesne Light Company (“Duquesne™ in the

above-captioned matter.

GENERAL COMMENTS

In general, MAPSA’s main areas of concern are the Electric Generation Supplier
Coordination Tariff (“Supplier Tariff”) which was attached as Appendix G to Duquesne’s
Second Compliance Filing. MAPSA constantly has advocated that Pennsylvania electric

utilities, statewide, be required to adopt identical supplier coordination tariffs to the extent

I MAPSA is an association of power marketers, independent power producers and a broad range of companies who
support the electric services industry with an interest in the emerging electric power supply market within the
Commonwealth of Pennsylvania and the Mid-Atlantic region. The comments contained in this filing represent the
position of MAPSA as an organization, but not necessarily the view of any particular member with respect to any

@@%E‘FE
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possible, in recognition of the fact that certain operational differences exist between utilities and
that there are differences between the ECAR and the PIM. MAPSA’s review of Duquesne's
Second Compliance Supplier Tariff reveals that the tariff does not track consistently with the
Supplier Coordination Tariffs previously approved by this Commission in other electric
restructuring matters. MAPSA has attached to these comments as “Appendix A™ what 1t
believes to be an appropriate Supplier Tariff to be used by Duquesne. Appendix A is a
“redlined” version of PP&L’s Supplier Coordination Tariff. The modifications indicated by the
rediined version are, in some cases, an acceptance of Duquesne's revisions to what originally was
PP&L’s Supplier Coordination Tariff, and, in other cases, are modifications proposed by

MAPSA. In any event, all of the modifications are acceptable to MAPSA.
MAPSA’s failure to comment in this document as to other aspects of Duquesne's
Septen-lber 11, 1998 Second Compliance Filing should not be viewed as acquiescence to the

Company’s positions in unaddressed areas.

SPECIFIC COMMENTS

In addition to the general comments set forth above, MAPSA makes the following
specific comments with respect to the pro;.Sosed "Credit Requirements” provisions of Duquesne's
proposed Supplier Tariff:

Definition of "Bad Credit”: The definition of Bad Credit proposed by Duquesne has
been expanded to include "a history of delinquent obligations (as evidenced by two payn%ents
overdue by sixty days)." This is not referring to delinquent obligations to Duquesne, but simply
to any late payments that appear on an EGS' credit report. This is inappropriate in that credit

standards for an EGS' dealings with Duquesne should be limited to the EGS' credit history with




@ - ®
the EDC. In addition, the specific standards set forth in the proposed definition ("two payments
overdue by sixty days"} are unduly harsh if the overall credit of an EGS is good. This provision
of the definition should be deleted.

Section 12.4 - Guarantee of Payments and Section 12.4.1 - Amount of Deposits.
Section 12.4 has been modified to provide that "the Company shall require an applicant for
Coordination Service® or an EGS currently receiving such service to provide a deposit in the
form of a letter of Credit to the Company." Section 12.4.1 provides that the letter of credit or
deposit shall be "equal to (i) $250,000, or (ii) two months of EGS's customer's forecasted MWH
load multiplied by $25.00, whichever is less." These additional credit standards are onerous and
are without regard to the credit standing of the EGS. This is in contrast to the credit standard
provisions of the Supplier Coordination Tariffs approved by the Commission in connection with
the PECO Energy and PP&L restructuring proceedings, which tariffs provided that a deposit was
required only upon a finding of bad credit on the part of the EGS. In addition, the PP&L and
PECO Supplier Coordination Tariffs provide that the amount of the deposit is to be equal to "the
value of Coordination Service Charges the Company projects the EGS will incur during the next
two billing periods based upon the EGS's forecasted load obligation." The credit standards
applied by Duquesne's Supplier Tariff should not be greater than those previously approved by
the Commission for other Pennsylvania electric utilities and Duquesne should be directed to

change Sections 12.4 and 12.4.1 accordingly.

* Duquesne also has inappropriately expanded the definition of "Coordination Services” to include "those
transmission and Ancillary services offered under the OATT tariff, and transmission losses and distribution loses."




CONCLUSION

MAPSA respectfully submits Appendix A as its alternative to the September 11, 1998
Duquesne Second Compliance Supplier Coordination Tariff. MAPSA believes that, in general,
its proposed tanff provides a more workable framework than the Supplier Tariff proposed by
Duquesne. To the extent that MAPSA’s proposed language differs from Duquesne’s, MAPSA
urges this Commission to adopt its language. To the extent this Commission believes it
necessary to require additional proceedings in which to resolve outstanding issues with regard to
Duquesne’s Supplier Tariff, MAPSA would agree to such a proceeding on a “fast track” basis.
MAPSA believes it is imperative that the Supplier Coordination Tariffs used by the electric
distribution companies be identical statewide to the extent possible. MAPSA’s proposed
modifications to Duquesne’s proposed tariff accomplish that goal fairly. MAPSA respectfully
requests this Commission to reject Duquesne’s proposed Supplier Coordination Tariff and,
rather, to adopt the Supplier Coordination Tariff proposed by MAPSA.

Respectfully submitted,

Ot Ol

Wiﬁam T. Hawke
Janct L. Miller

Malatesta Hawke & McKeon LLP
Harrisburg Energy Center
P.O.Box 1778

Harrisburg, PA 17105-1778
(717)236-1300

Counsel for the Mid-Atlantic
Power Supply Association

DATED: September21, 1998
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DUQUESNE LIGHT COMPANUQUESNE-LIGHT GOMPANYDUJESNE  Original Page

No. 2642

HOW TO USE LOOSE-LEAF TARIFF

1. This Tariff is issued on the loose-leaf plan. Each page will be issued as "original page,”
consecutively numbered, commencing with the title page, which in all cases will be considered as
Page No. 1. For example: "Original Page No. 2", "Original Page No. 3, " etc.

2. All changes in, additions to, or eliminations from, original pages will be made by the issue of
consecutively numbered supplements to this Tariff and by reprinting the page or pages affected by
such change, addition, or elimination. Such supplements will indicate the changes which they
effect and will carry a statement of the make-up of the Tariff, as revised. The Table of Contents
will be reissued with each supplement.

3. When a page is reprinted the firsttime, it will be designated under the P.U.C. number as
'First Revised Page No....," the second time as 'Second Revised Page No...... etc. First revised
pages will supersede original pages; second revised pages will supersede first revised pages, etc.

4. When changes or additions to be made require more space than is available, one or more
pages will be added to the Tariff, to which the same number will be given with letter affix. For
exampie, if changes were to be made in Original Page No. 2 and, to show the changed matter,
more than one page should be required, the new page would be issued as 'First Revised Page No.
2, superseding Original Page.No. 2"; and the.added page would be issued as 'Original Page No.
2A." If a second added page should be required, it would be issued as 'Original Page No. 2B."
Subsequent reprints will be consecutively designated as 'First Revised...,' 'Second Revised...,' etc.

5. On receipt of a revised page it will be placed in the Tariff immediately following the page
which it supersedes, and the page which is to be superseded thereby plainly marked see following
page for pending revision. On the date when such revised page becomes effective, the page
superseded shouid be removed from the Tariff.
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DEFINITION OF TERMS AND EXPLANATION OF ABBREVIATIONS

Active Load Management - the process for arranging to have firm load become interruptible in
accordance with criteria established by EDC.

Ancillary Services — those services that are necessary to support the transmission of capacity
and energy from resources to loads while maintaining reliable operation of the Transmission
Provider's Transmission System in accordance with Good Utility Practice. As used herein,
Anciliary Services shail include Ancillary Services as defined by Order 888A issued by the Federal
Energy Regulatory Commission on March 4, 1997.

PugquesnebDuguesne Light Company
DuquesneControl Area Operator’s Marginal Hourly Price — the price at which Consumption

Energy Imbalance will be traded. In the near term, this price will be equal to the marginal cost of
power to serve Duguesne Light West-Penn-PewerCompany's regulated load, primarily sourced |
from Duquesne’s generation. After Duquesne Light Company’s bundled service load is no longer
served by its own generation, the price will be-based upon power purchased from the market by

the Control Area Operator.

Duquesne Transmission Tariff - The Duquesne Light Company Pro Forma Open Access
Transmission Service Tariff on file with the FERC and which sets forth the rates, terms and
conditions of transmission service over Duguesne’s transmission facilities,

Appropriate Similar Day — a load profile from an historical day selected to be comparable to
forecasted day based on weekday, month, season, and weather.

Bad Credit - an EGS has bad credit if it is insolvent (as evidenced by a credit report prepared by a
reputable credit bureau or credit reporting agency.or public financial data, liabilities exceeding
assets or generally failing to pay debts as they become due) or has failed to pay Company
invoices when they became due on two or more occasions within the last twelve billing cycles.

Charge - any fee or charge that is billable by the Company to an EGS under this Tariff, including
any Coordination Services Charge and/or fees for Energy Imbalance services subject to the
Duquesne Transmission Tariff, Retail Supplement, as amended and accepted for filing by the
Federal Energy Regulatory Commission..

Company - Duquesne Light Company.

Competition Act - the Electricity Generation Customer Choice and Competition Act, 66 Pa.C.S.
§2801, et seq.

Competitive Energy Supply - unbundled energy and/or capacity provided by an Electric
Generation Supplier.

Issued June 18, 1998 Effective: July 1, 1998
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Control Area — An eiectric power system or combination of electric power systems to which a
common automatic generation control scheme is applied in order to:

(1) match, at all times, the power output of the generators within the electric power
system(s) and capacity and energy purchased from entities outside the electric power
system(s), with the load within the electric power system(s);

(2) maintain scheduled interchange with other Control Areas, within the limits of Good
Utility Practice;

(3) maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice; and

(4) provide sufficient generating capacity to maintain operating reserves in accordance
with Good Utility Practice.

Coordinated Suppliers — Electric Generation Suppliers who have appointed a Scheduiing
Coordinator as their designated agent for certain Coordination Services.

Coordination Activities - all activities related to the provision of Coordination Services. -

Coordination Obligations - all obligations identified in Rule 4 of this Coordination Tariff, relating
to the provision of Coordination Services.

Coordination Services - those services that provide the required interface and coordination
between EGS and the Company in order to effect the delivery of Competitive Energy Supply to
service Customers located within the Company’s service territory. Coordination Services may
include load farecasting, scheduiing activities, and energy imbalance services.

Coordination Services Charges - all Charges stated in the Charges section of this Tariff that are
billed by the Company for Coordination Services performed hereunder.

Direct Access — Direct Access shall have the meaning as set forth in the Competition Act.

EDC Tariff — Duquesne Light Company Tariff Electric Pa. P.U.C. No. ___ 39.

EDEWG - (Electronic Data Exchange Working Group) — Group developing standardized formats
and methodology for exchanging information electronically within the Pennsylvania deregulated

electric market.

EGS Load Forecast — An hourly projection of load or capacity prepared by an EGS for each
hourly-metered customer that has elected to have their EGS perform this service.

EGS Program — The type of generation services the EGS provides for its Eligible Customers.

Issued June 18, 1998 Effective: July 1, 1998
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Electric Distribution Company (EDC) - an entity that has been granted the authority or has an
obligation pursuant to State or local law, regulation or franchise to sell electric energy to end-users
located within the PA jurisdiction of the Duquesne Light Company.

Electric Generation Supplier (EGS) — a person or corporation, including municipal corporations
which choose to provide service outside their municipal limits except to the extent provided prior to
the effective date of the Act, brokers and marketers, aggregators or any other entities, that sell to
end-use customers electricity or related services for sale to end-use customers utilizing the
jurisdictional transmission and distribution facilities of an electric distribution company.

Eligible Customer - Any retail customer within the Allegheny Power Control Area taking
unbundled transmission and generation.services pursuant to The Electricity Generation Customer
Choice and Competition Act (Act), as enacted by the Legislature of the Commonwealth of
Pennsylvania, as amended from time to time (“customer”).

FERC - Federal Energy Regulatory Commission.

Hourly Metering Equipment - metering equipment that supplies hourly or sub-hourly readings of
kW and power factor via remote communications or through on-site querying of the metering
equipment.

Interconnected Operations Services — Services that the Company may offer voluntarily pursuant
to the DuguesneAR Transmission Tariff, in addition to Ancillary Services, to facilitate the delivery [
of power, e.g., Real Power Transmission Losses.

Interest Index - an annual interest rate determined by the average yield of 1 -Year Treasury Bills
for September, October and November of the.previous.year, as reasonably determined by
DuguesneWest-Renn Power. |

Kilowatt or kW - unit of measurement of useful power equivalent to 1,000 watts.

Load Forecast — An hourly projection of load or eapacity prepared by DuguesneAR for all |
monthly-metered customers and hourly-metered customers who have not elected to have their

EGS perform this service.

Megawatt or MW - one thousand kilowatts.

Meter Read Date - the date on which the Company schedules a meter to be read for purposes of
producing a customer bill in accordance with the regularly scheduled billing cycles of the
Company.

issued June 18, 1998 Effective: July 1, 1998
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Month - a month under this Tariff means 1/12 of a year, or the period of approximately 30 days
between two regular consecutive readings of the Company's meter or meters installed on the
customer's premises.

Monthly Metering — Meters from which scalar readings--kWh, kW, etc.--are obtained on a bill
cycle basis.

PARUC or Commission - The Pennsylvania Public Utility Commission.

Pre-Schedule — An aggregate hourly projection of load or capacity, compiled by DuguesneAP, or
by the EGS at its option, in a manner that is consistent with Control Area protocols, used to
forecast generation and transmission transfer capability required to meet load for customers within
the DuguesneAR Control Area. One aggregate Pre-schedule is compiled for each EGS one
business day before the delivery of power.

Schedule — Schedule for receipt and delivery of capacity and energy for the benefit of customers,
prepared by the EGS and submitted to the DuquesneAP Control Area in the format prescribed by
DuquesneAR. The schedule or combination of schedules is intended to meet the EGS’ Pre-
Schedule.

Scheduling Coordinator - an entity that performs one or more of an EGS’ Coordination
Obligations.

Supplier Tariff — this Electric Generation Supplier Service Tariff.
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RULES AND REGULATIONS
1. THE TARIFF
1.1 Filing And Posting. A copy of this Supplier Tariff, which comprises the Charges, Rules and

1.2

1.3

1.4

1.5

1.6

2.1

Regulations and Riders under which the Company will provide Coordination Services to
Electric Generation Suppliers, is on file with the Commission and is posted and open to
inspection at the offices of the Company.

Revisions. This Supplier Tariff may be revised, amended, supplemented or otherwise
changed from time to time in accordance with the Pennsylvania Public Utility Code, and such
changes, when effective, shall have the same force as the present Supplier Tariff.

Application. The Supplier Tariff provisions apply to all EGSs providing Competitive Energy
Supply to Customers located in the Company's service territory, including an affiliate or
division of the Company that provides Competitive Energy Supply, and with whom'the'
Company has executed an Individual Coordination Agreement as required herein. In
addition, the Charges herein shall apply to anyone receiving service unlawfully or to any
unauthorized or fraudulent receipt of Coordination Services.

Rules and Regulations. The Rules and Regulations, filed as part of this Supplier Tariff, are
a part of every Individual Coordination Agreement entered into by the Company pursuant to
this Supplier Tariff and govern all Coordination Activities, unless specifically modified by a
Charge or Rider provision. The obligations imposed on EGSs in the Rules and Regulations
apply as well to everyone receiving service unlawfully or to any unauthorized or fraudulent
receipt of Coordination Services.

Use Of Riders. The terms governing the supply of Coordination Services under this Supplier
Tariff or a Charge therein may be modified or amended only by the application of those
standard Riders, filed as part of this Supplier Tariff.

Statement by Agents. No Company representative has authority to modify a Supplier Tariff
rule or provision, or to bind the Company by any promise or representation contrary thereto.

2. SCOPE AND PURPOSE OF TARIFF

Scope and Purpose of Tariff. This Supplier Tariff sets forth the basic requirements for
interactions and coordination between the Company as the Electric Distribution Company
and EGSs necessary for ensuring the delivery of Competitive Energy Supply from EGSs to
their Customers commencing on January 1, 1999.
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2.2 Applicability of Terms to Scheduling Coordinators. As used in this Supplier Tariff, the
term EGS shall apply equally to a Scheduling Coordinator for an EGS's responsibilities and
rights properly assigned to that Scheduling Coordinator by the EGS.

3. COMMENCEMENT OF EDC/EGS COORDINATION

3.1 Registration for Coordination Services. An EGS seeking to obtain Coordination Services
hereunder must deliver to the Company a completed registration, consisting of the following:

{a) an Individual Coordination Agreement, as contained in a Rider hereto, fully executed in
triplicate by a duly authorized representative of the EGS; and
(b) the EGS’ Pennsylvania sales tax identification number.

3.2 Incomplete Registrations. In the event the EGS submits an incomplete registration, the
Company shall provide written notice to the EGS of the registration's deficiencies within ten
(10) business days after the date of service, as determined under 52 Pa. Code § 1.56, of the
registration. An incomplete registration is not due for processing by the Company until it is
completed by the EGS and delivered to the Company.

3.3 Credit Check. A registration for Coordination Services shall constitute authorization to the
Company to conduct a-background credit check on the EGS.

3.4 Processing of Registrations. The Company shall complete the processing of each
registration for Coordination Services within ten (10) business days after the date of service
of the registration, as determined under 52 Pa. Code § 1.56, of the completed registration.
The Company shall approve all completed registrations unless grounds for rejecting the
registration, as defined below, exist.

3.5 Grounds for Rejecting Registration. The Company may reject any registration for
Coordination Services on any of the following grounds:

(a) the EGS has undisputed outstanding debts to the Company arising from its previous
receipt of Coordination Services from the Company under this Tariff;

(b) the EGS has failed to comply with credit requirements specified in Rule 12 of the Tariff;
and/or

(c) the EGS has failed to submit a completed registration within thirty (30) calendar days
after the date of service of the registration, as determined under 52 Pa. Code § 1.56,
of written notice of the registration's deficiency.

The Company may also petition the PARUC to reject the registration of an EGS with Bad
Credit. The Company need not provide Coordination Services to the EGS pending the
PaPUC's review of said Petition unless the EGS has provided security to the Company as
provided for in Rule 12.4.
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3.6 Offer of Conditional Acceptance of Registration. Where grounds for rejection of a
registration exist due to an EGS’ outstanding and undisputed debts to the Company
arising from previous receipt of Coordination Services from the Company under the
Tariff, the Company may offer the affected EGS a conditional acceptance if the EGS
pays such debts before it receives Coordination Services. If the EGS rejects the
Company's offer of conditional acceptance under this Rule, then its registration for
Coordination Services will be deemed rejected.

3.7 Rejection of Registration. Upon rejection of any registration, the Company shall provide the
affected EGS with written notice of rejection within the time periods set forth in Rule 3.4, and
shall state the basis for its rejection.

3.8 Approval of Registration. Upon its approval of a registration for Coordination Services, or
pursuant to an order of the Commission approving a registration, the Company shall execute
the Individual Coordination Agreement tendered by the registrant and shall file a copy with
the PARUC, shall provide one to the EGS by delivering such within the period set forth in |
Rule 3.4 and shall maintain a copy for its own records.

3.9 Identification Numbers. Upon its approval of a registration for Coordination Services, the
Company will assign to the EGS a supplier identification number to be used in subsequent
electronic information exchange between the EGS and the Company. In addition, the
Company may also assign to the EGS identification numbers that may be required by the
DuguesneAR Control Area Operator in connection with the submission and/or confirmation of |
Schedules for serving load in the Company's service territory.

3.10 Commencement of Coordination Services. Coordination Services shall commence within
fifteen days after the Company's acceptance of an EGS’ registration for Coordination
Services provided that all of the information necessary for the Company to provide
Coordination Services has been provided to the Company and any conditions required under
Rule 3.6 have been satisfied by the EGS.

4. COORDINATION OBLIGATIONS

4.1 Provision of Coordination Services. The Company shall provide all Coordination Services,
as provided herein, necessary for the delivery of an EGS’ energy and/or capacity to serve
retail access load located within the Company's service territory.

4.2 Timeliness and Due Diligence. EGSs shall exercise due diligence in meeting their
obligations and deadlines under this Supplier Tariff so as to facilitate Direct Access.

4.3 Duty of Cooperation. The Company and each EGS will cooperate in order to ensure
delivery of Competitive Energy Supply to Customers as provided for by this Supplier Tariff,

the EDC Tariff, the DuguesneAP Transmission Tariff, and the Competition Act. |
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4.4 State Licensing. An EGS must have and maintain in good standing a license from the
PARUC as an authorized EGS.

4.5

4.6

Energy Procurement. An EGS must make all necessary arrangements for obtaining
Competitive Energy Supply in a quantity sufficient to serve its Customers.

Control Area Services and Obligations. An EGS is responsible for procuring those
Ancillary and/or Interconnected Operations Services assigned to the EGS, identified in Rule

4.6.1 of this Supplier Tariff, that are necessary for the delivery of Competitive Energy Supply
to its Customers.

4.6.1 EGS Responsibilities. An EGS is responsible for procuring and/or delivering the

(a)

(b)

following Ancillary and Interconnected Operations Services that are necessary for the
delivery of Competitive.Energy Supply to its. Customers.

Supply Energy Imbalance. Supply Energy Imbalance is the difference between a
Pre-Schedule and associated Schedule(s). Discrepancies between a Pre-Schedule
and associated Schedule(s) will occur if EGS fails to meet its Pre-Schedule, in-whole
orin part. EGS remains solely responsible for supplying a Schedule(s) and for
notifying the DuquesneAR Transmission Marketing Department if it will not deliver
power to meet its Pre-Schedule. EGS'’ failure to supply a Schedule(s) or to deliver
power to meet the Pre-Schedule will require the DuguesneAR Control Area operator
to automatically supply the deficient amount of power. DuquesneAR will not accept
Schedule(s) that are greater than the Pre-Schedule.

Consumption Energy Imbalance. Consumption Energy Imbalance is the difference
between the Pre-Schedule and the Customer’s metered actual use. When such a
difference arises, the DuguesneAR: Control Area will react accordingly. Specifically,
if actual use is greater than the Pre-Schedule, DuguesneAR will automatically supply
own or contracted power to make up for the deficiency. If actual use is less than the
Pre-Schedule, DuguesneAR will automatically back down its own or contracted
generation by the amount of oversupply. Consumption Energy Imbalance will be
settled as follows:

- If actual use is greater than the Pre-Schedule, EGS will pay the Company the
DuguesneAR Control Area Operator's Marginal Hourly Price.

- If actual use is less than the Pre-Schedule, the Company will pay EGS the
DuguesneAR Control Area Operator's Marginal Hourly Price.

Supply and Consumption Energy Imbalance will be charged according to the
DuguesneAR Transmission Tariff, Retail Supplement, as revised and as may be
subsequently amended and accepted for filing by the FERC. Such charges shall be
billed directly to the EGS who remains solely responsible for all Energy Imbalance
charges.
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Detailed information about trading of Consumption Energy Imbalance can be found
in Rule 8 of this Supplier Tariff.

(c) Real Power Transmission Losses. Real Power Transmission Losses shall be
calculated in accordance with the general terms and conditions of the DuguesneAR |
Transmission Tariff. However, for the limited purpose of providing retail access in
the state of Pennsylvania beginning on 1/1/99, the Company will require that EGSs
who provide Competitive Energy Supply will also be responsible for securing and
delivering Real Power Transmission Losses pursuant to the Pennsylvania PUC’s
Opinion and Order No. R-00973981. Real Power Transmission Losses will be
scheduled according to the requirements of Rule 7 of this Supplier Tariff.

(d) Distribution Losses. Distribution Losses shall be provided in accordance with the
terms and conditions of this Supplier Tariff and the EDC Tariff. EGS will be
responsible for scheduling Distribution Losses according to the requirements of Rule
7 of this Supplier Tariff.

4.6.2 The Company’s Responsibilities. Ancillary Services will be provided in accordance
with the general terms and conditions of the DuquesneAR Transmission Tariff. |
However, for the limited purpose of providing retail access in the state of
Pennsylvania beginning on 1/1/99, the Company will supply all Ancillary Services
associated with Competitive Energy Supply pursuant to the PA PUC’s Opinion and
Order No R-00973981.

(a) . All Ancillary Service charges other than those associated with Energy Imbalance
. (see Rules.4.6.1(a) and.4.6.1(b)) shall be billed to the Customer as part of the
Transmission Charge of the appropriate rate schedule of the EDC Tariff. Energy
Imbalance charges are not inciuded in the said Transmission Charge and shall be
billed to the EGS.

4.7 Scheduling. An EGS must make all necessary arrangements for scheduling the delivery of
capacity and/or energy, inciuding Real Power Transmission and Distribution Losses, into the
DuquesneAR Control Area. The Company shall assist in these scheduling processes as set |
forth in Rule 7 of this Supplier Tariff.

4.8 Reliability Requirements. An EGS shall satisfy all reliability requirements issued by the
PABUC, ECAR, NERC, or any successor organization, or any other governing reliability |
council with authority over the EGS, that apply to EGSs. Any penalties or sanctions issued
by such governing bodies reliability sounsil{s}-to the DuguesneAR Control Area will be fairly
apportioned by an independent third party to any EGSs whose behavior contributed to the
violation.
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4.9 Determination of Forecasted Load. The EGS Company-will prepare hourly Load Forecasts
for meonthly-meteredall customers based upon customer class load profile curves and
hlstoncal Customer usage provided by the Companv as d|scussed in Rule 6 of this Supplier

en—r%s—beha#—However |f an EGS chooses not to prepare an hour!v Load Forecast, the

Company will be-the-defauit-provide_onerof the- Load-Foresast.

4.10 Consumption Energy Imbalances. The Company will supply calendar month hourly
| Consumption Energy Imbalances to the EGS as soon as practicable after the calendar month
has been fully metered as set forth in Rule 8 of this Supplier Tariff.

4.11 Supply of Data. An EGS and the Company shall supply to the other all data, materials or
other information specified in this Supplier Tariff, or otherwise reascnabily required by the
EGS or Company in connection with the provision of Coordination Services, in a-thorough
and timely manner.

4.12 Communication Requirements. An EGS must be equipped with the following
communications capabilities:

« Internet electronic mail (e-mail), including the capability to receive ASCIl file attachments;

« Internet browser (Netscape 4.0 or better) for access to Allegheny Power Supplier web-
site and file uploads and downloads;

» Electronic Transmission methodologies compliant with the Consensus Plan for Electronic
Data Exchange Standards for Electronic Deregulation in the Commonwealth of
Pennsylvanla prepared by the Electronlc Data Exchange Worklng Group (EDEWG)

4.13 Record Retention. An EGS and the Company shall comply with all applicable laws and
PUC rules and regulations for record retention, including but not limited to those Rules of
Chapter 56 of the Pa PUC's regulations.

4.14 Payment Obligation. The Company's provision of Coordination Services to an EGS is
contingent upon the EGS's payment of all charges provided for in this Tariff.

4.15 Data Exchange.

(a) Except where otherwise noted, the Company will exchange data with an EGS utiiizing
data formats and transfer methodologies compliant with the Consensus Plan for
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(b)

(e)

Electronic Data Exchange Standards for Eiectric Deregulation in the Commonwealth of
Pennsylvania, prepared by the Electronic Data Exchange Working Group (EDEWG).
This plan requires Electronic Data Interchange (EDI) transactions be used for
exchanging customer volunteer, EGS selection, billing determinant, and payment
information.

Subject to Rule 4.15(c), below, the Company shall make available to an EGS, upon the
customer’s successful selection of that EGS, the following information. The information
will be provided in an electronic format compliant with the Consensus Plan for Electronic
Data Exchange Standards for Electric Deregulation in the Commonwealth of
Pennsylvania:

(i)  Account Number

(i}  Customer Name

(i)  Service Address, City, State and Zip Code
(iv) Care of Name

{v) Mailing Address, City, State and Zip Code
(vi) Phone Number

(vii) Customer Billing Identification

(vii) Rate Code

(ix) Meter Number(s)

(x) Percentage of load eligible for participation
(xi)  Previous 12 months usage information

An EGS must notify its Customers that by signing up for Competitive Energy Supply with
the EGS, the Customer is consenting to the disclosure by the Company to the EGS of
certain basic information about the Customer, as listed in Rule 4.15(b). At minimurmn, the
notice shall inform the Customer that the following information will be disclosed: the
Customer’s account number, data about meter readings, rate code and electric usage,
the Customer’s address(es) and telephone number.

The Company will maintain on the Allegheny Power Supplier Website copies of the
standard file formats it will provide to EGSs containing the data listed in this Rule of this
Tariff. The Company will not change the file formats without first providing via internet
electronic mail and posting on the Allegheny Power Supplier Website at least seven
days notice of any such change. The Company will make a good faith effort to provide a
greater period of notice when warranted.

Nothing in this Rule 4.15 shall prohibit the Company from making available to EGSs
other electronic data, in formats chosen by the Company. The Company will not change
the file formats of the electronic data made available under this Rule without first
providing via Internet electronic mail and posting on the Allegheny Power Supplier
Website at least seven days notice of such change. The Company will make a good
faith effort to provide a greater period of notice when warranted.
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4.16 Code of Conduct. The Interim Code of Conduct contained in the Company's EDC Tariff is
incorporated herein by reference.

4.17 Standards of Conduct and Customer Disclosure for Licensed EGSs. The Standards of
Conduct, as filed by the Company with FERC in compliance with Order No. 889, are
incorporated herein. Customer Disclosure for Licensees will be established by the Final
Rulemaking Order Establishing Customer Information Disclosure Requirements for Electricity
Providers, 52 PA. Code Chapter 45., Docket No. L00970126, and Final Rulemaking Order
Re: Licensing: 52.PA.Code. Chapter 54 and Section 3.551. Docket No. L0O0970129.

4.18 Emergency Operation.

4.18.1

4.18.2

Retail transmission services shall be provided pursuant to the Duquesne
Transmission Tariff. EGS shall fulfill the Duquesne Transmission Tariff requirements
on behalf of its customers in regards to load shedding and curtailment procedures.
EGS shall accept the Duguesne Control Area Operator's determination that an
emergency exists and comply with the Control Area Operator's directives.

An EGS shall shed load to rectify any imbalance it has knowingly created in failing to
meet its Pre-Schedule in the event that the Duquesne Control Area Operator is

unable to secure energylcapasity.

5. DIRECT ACCESS PROCEDURES

5.1 Customer Enrollment. The selection of Customers eligible to obtain Competitive Energy
Supply shall occur in accordance with the Direct Access Procedures set forth in this Tariff and
in the EDC Tariff.

5.1.1

5.1.2

Mail Method: The Company will process Company-supplied enrollment cards that are
returned to the Company. The cards the Company will use will contain check-off
boxes, which a Customer would check to indicate the Customer’s dissent to
disclosure of confidential Customer-specific information.

EGS Method; EGSs may enroll Customers during the enroliment period in any
manner they wish, but must send Customer enrollments to the Company via properly
formatted electronic files (account number, Customer name, Customer address, rate
code, authorization to release Customer information) using EDEWG compliant
formats and methodology. An EGS must also include within its electronic file an
indication as to which of the Customers it enrolls have dissented to disclosure of
Customer-specific information as set forth below in Rule 5.1.5. EGSs shall forward the
electronic files on a daily basis to the Company. The Company will acknowledge
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51.3

receipt of the enrollment file via electronic confirmation. The Company shall provide
confirmation within two business days of all electronic files received. Such
confirmation shall include the reason for any rejections {e.g., invalid account number).
Such confirmation shall also include information an EGS can use to identify rejected
records.

(a)

(b)

Provision of Residential and Street Lighting Customer Lists. Concurrent with
the Company notifying Customers of their eligibility to select an EGS, the Company
shall provide to all EGSs a complete list of eligible enrolled Customer information in
electronic format. Said list shall include Pilot Customers. Said list shall be
provided electronically and be made available on the same date Customers are
notified that they have been-enrolled. Said list shall include all.of the information
outlined in Rule 5.1.4, below for Customers that consent to the release of
Customer information. Information, so noted in said list, will not be provided if
Customer dissents to its release. If, after the final date for the enrollment period,
less than 66% of the non-coincident peak load for residential and street lighting
customers has been enrolled, the Company shall provide all licensed EGSs with a
list of enrolled Customers in such rate classes to date. The Company will continue
to enroll Customers and the list of enrolled Customers will be updated weekly until
the loads of the enrolled Customers comprise 66% of the non-coincident peak load
of residential and street lighting rate classes or full Direct Access begins.

Provision of Industrial and Commercial Customer Lists. Concurrent with the
Company notifying Customers of their eligibility to select an EGS, the Company
shall provide all EGSs a complete list of eligible enrolled Customer Information in
electronic format. Said list shail include the Pilot Customers. Said list shall be

provided electronically.and.be made available.on.the same date Customers are

notified that they have been enrolled. Said list shall include all of the information
outlined in Rule 5.1.4, below for Customers that consent to the release of
Customer information. Information, so noted in said list, will not be provided if
Customer dissents to its release. After the final date for the enroliment period the
total aggregated non-coincident peak load represented by the enrolled Industrial
and Commercial Customers by Rate Schedule will be compared to the load
available (66% of the non-coincident peak load) for each Rate Schedule. [f the
enrolled load is equal to or less than the load available for any of these Rate
Schedules each enroiled customer in such Rate Schedule will be eligible to
purchase 100% of their generation needs from an EGS. If the enrolled load is
greater than the load availabie for any of these Rate Scheduies each enrolled
customer will be eligible to purchase a fixed percentage of their hourly generation
needs from an EGS. This fixed percentage for each such Rate Schedule will be
calculated as the total load available (66% of the non-coincident peak load for such
Rate Schedule) divided by the total aggregated non-coincident peak load
represented by the enrolled customers for such Rate Schedule. This fixed
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percentage will be provided to the customer and alt EGSs as part of the notification
process described above.

5.1.4 Data Exchange. The list of enrolled Customers that the Company provides to all
EGSs pursuant to Rule 5.1.3, above, shall contain the following information about

Customers:

(i)
(ii)
(i)
(iv)
v)
(vi)
(vii)
(vili)
(ix)
(x)
(xi)
{xii)
(xiii)
(xiv)
(xiv)
(xv)
(xvi)
{xvii)
{xvii)

(xix)
(xx)

Allegheny Power Account Number
Customer Name

Mailing Address

Mailing City

Mailing State

Zip

Mailing Zip — Sector

Spouse’s Name

Service Address

Service City - State

Service Zip

Service Zip - Sector

Phone Number - (Not shown if Customer dissents}
Annual kWhs - (Not shown if Customer dissents)

Number of Months a Customer if Less Than 12

Customer Class

Rate Code

DuquesneS Load Profile Code

Single Highest Monthly Peak Demand during previous 12 months
- {Not shown if Customer dissents)

Eligibility Date

Percentage.of Load Eligible. for Deregulation

5.1.5 Manner of Customer Consent. An EGS that enrolls a Customer in accordance with
Rule 5.1.2 of this Tariff must ask the Customer whether the Customer dissents to the
disclosure to all EGSs by the Company of Customer-specific information. The EGS
must retain (for the period of time required by Rule 4.13) a record indicating whether
the Customer dissented to such disclosure. If the record is not itself a hard copy
document, but rather an electronic or computer record, the EGS must be able to print
or otherwise reproduce the record in hard copy.

5.2 Switching Among EGSs (or between an EGS and the Company as the Provider-of-
Last Resort), and Initial Selection of an EGS. Initial EGS selections and switching by
Customers shall occur in accordance with the Direct Access Procedures contained in
this Supplier Tariff and the EDC Tariff.

5.2.1
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(a)

(b)

522

(a)

(b)

An EGS must notify its Customers that by signing up for Competitive Energy
Supply with the EGS, the Customer is consenting to the disclosure by the
Company to the EGS of certain basic information about the Customer, as listed in
Rule 4.15(b). At minimum, the notice shall inform the Customer that the following
information will be disclosed: the Customer's account number, data about meter
readings, rate class and electric usage, the Customer’s address(es) and telephone
number.

Furthermore, if the EGS would like to acquire historical usage information regarding
Customers receiving Competitive Energy Supply, regardless of the Customers'’
enroliment designation regarding the release of that information to all EGSs,
serving EGS must include statement of disclosure in notice.

If a Customer or person authorized to act on the Customer’s behalf contacts the.
Company to select an EGS, the Company will direct the-Customer to contact that
EGS and provide the telephone number of the EGS to the Customer, if required.

If a Customer contacts a new EGS to request a change of EGS and the new EGS
agrees to serve the Customer, the Customer's new EGS shall obtain appropriate
written authorization from the Customer or person authorized to act on the
Customer’s behalf indicating the Customer’s choice of EGS. The written
authorization shall include the Customer's acknowledgment that the Customer has
received the notice required by Rule 5.2.1a. It is the EGS' responsibility to maintain
records of the Customer’s written authorization in the event of a dispute, in order to
provide documented evidence of authorization to the Company or the Commission.

The Customer's new.EGS.shall.also.submit.the Customer's information using a file
format designated by the Company via EDEWG compliant formats and
methodology. The required electronic files shall include, at a minimum, EGS ID,
Allegheny Power Account Number, Action (ADD),Customer Name (at least first four
characters as shown on eligible customer list), Rate Code, Billing Option, Price
Plan {if one-bill option is selected), Transaction Date and Transaction Time. Upon
receipt of the electronic file from the EGS, the Company will automatically confirm
receipt of the file via EDEWG compliant formats and methodology. Within two
business days of receipt of the electronic file, the Company will validate the records
contained in the file, and will provide an electroni¢ validation, including the number
of records received and the reason for any rejections. Such validation shall include
appropriate control totals such as number of records received, and the reason for
any rejections (e.g., invalid account number). Such validation shall also include
information an EGS can use to identify rejected records. If a Customer selects
more than one EGS, the EGS that submitted the EGS selection record with the
latest valid EGS transaction date and time to the Company 15 days prior to the
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(d)

523

customer's regularly scheduled Meter Read Date will be eligible to become the
EGS of record on the Customers regularly scheduled Meter Read Date.

The Company will send the Customer a confirmation letter notifying the Customer
of the right to rescind. If the Customer does not contact the Company within 10
days of the date on the confirmation letter, then the Company will process the
selection. The selection will be effective as of the next scheduled Meter Read Date
and the EGS will become the EGS of record for delivery provided that: (1) the
Company has received at least 15 days prior notice from the EGS and all Customer
information provided to the Company is accurate and complete; (2) the 10-day
waiting period has expired; and (3) the Customer has not contacted the Company
to dispute the EGS selection. In such circumstances, the Company will send the
new EGS an electronic file, via EDEWG compliant formats and methodology,
containing information for the new Customers. of record for that particular EGS, in
accordance with Rule 4.15(b).

If, during the 10-day waiting period, the Customer elects to rescind its new EGS
selection, the Company will notify the rejected EGS of the rescission electronically
via EDEWG compliant formats and methodology. In the event the Customer
rescinds their EGS selection after the 10-day waiting period and within the 15 days
preceding the Customer's next regularly scheduled meter reading date, the
Customer will be required to remain with the selected EGS for a minimum of one
billing cycle.

Within one business day of processing the request for new EGS, the Company will
notify the Customer's prior EGS, via EDEWG compliant formats and methodology,
of the discontinuance of service to the Customer from that prior EGS.

Request for Customer Information. If an EGS wishes to obtain from the
Company confidential Customer specific information about a Customer with whom
the EGS is discussing the possibility of providing Competitive Energy Supply, the
Company will only provide such information if the EGS provides to the Company a
copy of written documentation indicating that the Customer has authorized the
release of Customer information to the EGS.

Request for Customer Historical Load Information. EGS may wish {o
acquire historical usage information regarding Customers receiving Competitive
Energy Supply, regardless of the customers’ enroliment designation regarding the
release of that information to all EGSs. Serving EGS must include statement of
disclosure in notice to Customer. EGS may aiso wish to obtain this information
about a Customer with whom the EGS is discussing the possibility of providing
Competitive Energy Supply, authorization detailed in Rule 5.2.3(a) is required.
EGS may request historical load information from Company via an electronic
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format and communication method compliant with the EDEWG Standards. EGS is
required to retain proof of notice of disclosure. Company will fulfill said data
request via an electronic format and communication method compliant with
EDEWG Standards.

5.2.4 |f a Customer contacts the Company to request a change of EGS to the Company's
tariffed Generation Charges for Provider of Last Resort (PLR) Service, the Company
will process the request as follows. The Company will send the Customer a
confirmation letter notifying the Customer of the right to rescind. If the Customer
does not contact the Company within 10 days of the date on the confirmation letter,
then the Company will process the request. The request will be effective as of the
next scheduled Meter Read Date and the Company as the PLR will become the
supplier of record for delivery provided that: (1) the Company has received at least
15 days prior notice.from the Customer, and (2) the 10-day waiting period has
expired; and (3) the Customer has not contacted the Company to rescind or dispute
the switch to PLR Service. The Company will notify the Customers prior EGS, via
EDEWG compliant formats and methodology within one business day of processing
the request for new EGS, of the discontinuance of service to the Customer from that
prior EGS.

5.2.5 [f a Customer contacts the Company to discontinue electric service at the
Customer’s then current location, and initiates a request for service at a new location
in the Company's service territory, the Company will notify the current EGS, via
EDEWG compliant formats and methodology, of the Customer's discontinuance of
service for the account at the Customer's old location. The Company will inform the
Customer that an EGS must be selected to provide the generation service for the
new location even if the Customer wishes to have the current EGS provide the
generation service at the new location. The Company will direct the Customer to
contact the EGS and provide the-telephone number of the EGS to the Customer, if
required. The Company will provide generation service as PLR at new location until
such time a valid EGS selection is made.

5.2.6 If the Company elects to change the account number for a Customer receiving
Competitive Energy Supply from an EGS, the Company will notify the EGS of the
change in account number at the same Customer location, via EDEWG compliant
formats and methodology.

5.2.7 During the initial supplier setection period from September 1, 1998 through January
1, 1999, supplier selections received by the Company from the EGS in accordance
with Rule 5.2 will be processed so as to become effective on the customer’s regularly
scheduled read date on or after January 1, 1999,
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5.3 Provisions relating to an EGS’ Customers.

5.3.1 Arrangements with EGS Customers. EGSs shall be solely responsible for having
appropriate contractual or other arrangements with their Customers necessary to
implement Direct Access consistent with all applicable laws, PAPUC requirements,
and this Tariff. The Company shall not be responsible for monitoring, reviewing or
enforcing such contracts or arrangements.

5.3.2 Transfer of Cost Obligations Between EGSs and Customers. Nothing in this
Tariff is intended to prevent an EGS and a Customer from agreeing to reallocate
between them any charges that this Tariff imposes on the EGS, provided that any
such agreement shall not change in any way the EGS’ obligation to pay such
charges to the Company, and that any such agreement shalil not confer upon the
Company any right to seek recourse.directly from the EGS' Customer for any
charges owed to the Company by the EGS.

6. LOAD FORECASTING

6.1 Customer Load Forecastlng T—he—Gempany—m—eenﬁmehen-mth—anAn EGS—ehaﬂ—pe#eFm—a

Cus orecas =¥s 0ag which shall estimate an
E@S—rts antlc:lpated aggregate hourIy Customer Ioad The aggregate hourly load forecast
shall define the hourly energy requirements for an EGS. Energy will be delivered to the
Duquesne Control Area using the Duguesne power scheduling policies and procedures._if an
EGS does not estimate its anticipated agaregate hourly load, the Company will provide the
estimate.

6.2 Forecasting Methodology.

6.2.1 Monthly-Metered Customer Forecasts. For each EGS, the Company will provide
hourly Load Eeresasts-Profiles for Customers with monthly metering equipment,
which will-the EGS can_use to establish the-its hourly supply obligations ef-the-EGS
for serving sush-its Customers. The Company has developed and will maintain,
based on load survey data, load feresast-profile categories corresponding to the
Company's current rate classes identified in the EDC Tariff. EGSs may use these
Rrepresentative historical load curves of these rate classes willbe-as the basis for
preparing the forecasts for the aggregate of an EGS’s monthly-metered Customers
in each rate class.

6.2.2 Hourly-Metered Customer Forecasts. An EGS may provide hourly load lforecasts
for their Customers with Hourly Metering Equipment,_whether or not the metering
equipment is the same equipment that is used by the Company and the EGS for
billing purposes. If an EGS does not provide such forecasts, then the EGS can

DuquesneAP-will-provide-hourly-Lead-Ferecasts-using-apply Duquesne's

methodoelegy-load profiles for hourly-metered customers. It will be the EGS'’
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6.2.3

responsibility to inform the Company if the EGS will be providing the-heury-lead
forecaston-behalf-of anyofits-custermers-load forecasts or relying on Duguesne to

provide the load forecasts.

Typical Load Curve Data. On-orbefore-the-dayofenergy-schedulingAs early as
possible, the Company will make available to EGSs the typical load curves, sustomer

counis—and-usage-factors-necessary to calculate the hourly Lead-Ferecastusage for
monthly-metered-all Customers. The Company will make this Fhis-information wilkbe
available on an ongoing basis for an EGS to download from a password secured

Company web-site.

6.2.3.1 Updates to Typical Load Curve Data. The Company shall review annually

its methodology, algorithms.and load forecasting results and shall perform
additional load studies to update the load curve data as required.

6.2.3.2 Customer Counts. The Company will make available to EGSs customer

counts, as they change, for use by the EGS to verify the number of customers
the EGS has in each rate class against the number of customers for which the
EGS has received confirmation from the Company thai the customers have
chosen the EGS.

6.2.3.2 Usage Factors. For monthly-metered customers, the Company will apply

usage factors after the fact to allocate customers’ monthly usage across all
hours of the month. The Company will make available all such usaqge factors
to EGSs as well as any algorithms the Company uses to apply such usage
factors as soon as they are available. The Company will estimate the usage
factors on a day-ahead basis and make them available on its web site. The
Company wiil also make available all usage factors as used in the Company’s
final estimates of hourly usage.

6.2.4 Right to Aggregate. EGSs may aggregate their Customers' loads when shopping

6.2.5

competitively for power. Customers receiving Competitive Energy Supply from an
EGS may aggregate multiple sites or meters for the purpose of energy scheduling
and billing of generation charges only if the EGS performs the billing of the
Competitive Energy Supply.

Split Loads. Customers may choose to be supplied by more than one EGS. Where
one or more of the EGSs serving the customer fails to fulfill its obligation to supply
generation services, the customer may receive service from the Company. However,
in order for the customer to continue o receive service from the customer’'s other
EGS(s), the customer must arrange for a replacement for the non-supplying EGSs
by the end of the second full monthly billing cycle after the customer receives notice
of the EGS's failure to suppty. If, by that time, the customer has not replaced the
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6.2.6

non-supplying EGS(s), the customer must either discontinue receiving service from
the Company or receive replacement service from the Company.Netalowed—Onrly

Ma oM oAroTy y -~ alifala alaala reyead o

Partial Loads. Applicable during the phase-in period through January 1, 2000.

EGS or EDC will schedule partial loads as a fixed percentage applied to Customer’s
load profile. This fixed percentage will be calculated as described in Rule 5.1.3(b)
respective to EDC rate classification. The EDC fixed percentage will be one minus
the respective EGS fixed percentage for the Customer. These fixed percentages will
be applied to the Customer’s total load to determine generation costs only.

6.3 Daily Forecasting Process.

6.3.1

metered Cu

Business Days and Scheduling Window. The daily forecasting process shall be
performed on each business day." A business day is-a weekday excepting Company
holidays. The daily forecasting process shall be performed on each business day for
a scheduling window consisting of all following days through the next business day.

For example, the daily forecasting process shall be performed Monday through
Thursday (except holidays) for a scheduling window that covers the following day
(midnight to midnight). If the following day is a holiday, then the scheduling window
shall include the holiday and be extended to include the first business day following
the holiday. Similarly, the daily forecasting process shall be performed on Friday for
a scheduling window consisting of the following Saturday, Sunday, and Monday. If
the Monday is a holiday, then the scheduling window shall include the holiday and
extend through the first business day following the holiday.

The Company shall provide respective typical month load curves for the monthly-
stomers to the EGS one month prior to current forecast month.

6.3.2 Process Description for Forecasting. The following process shall be followed on
each business day:
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Step 1.

The EGS will submit a preliminary schedule of its aggregate hourly usage for all

Step 2.

customers to the Company by 7:00 A.M. for next-day usage up to the next
business day.

The Company will reject any disputed schedules as early as possible, but no later

Step 3.

than 9:00 A M. of the same day. Schedules not rejected by 9:00 A.M. will be
deemed accepted.

Any disputes will be settled by 10:00 A.M. of the same day. |f disputes are

Step 4.

unresolved, the last accepted schedule for an appropriate similar day will be used
and the Company and EGS will meet as early as possible to resolve the dispute.
if forecasting disputes continue, then a mutually acceptable third party will

arbitrate and the expense of arbitration will be shared equally.

The EGS can modify its pre-schedule for the remainder of the day on an hourly

basis with twenty minutes notice before the hour of the change.
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6.4 Real-Time Load Following (Dynamic Scheduling). To the extent an EGS pays for the
necessary metering and telecommunications equipment and installation by EDC for actual
load following, an EGS may follow such Customers' loads. To the extent that an EGS’ total
supply is for such Customers, an EGS shall be obligated to follow such Customers' loads on

a real-time basis.

For real-time load following, an EGS will have special obligations with respect to both the
Company and its Control Area Operator that must be dealt with on a Customer-by-Customer
basis to ensure operational integrity. An EGS, the Company, and its Control Area Operator
shall work cooperatively to address the technical and operational issues posed by real-time
load following as the need arises. The loads of Customers using real-time load following will
not be incorporated into an EGS’ hourly load forecasts except as required for Duguesne
Control Area operation and transmission purposes. An EGS shall supply specific information
regarding the generation resources committed to following the EGS load. If the generation
resources are located outside the Duquesne Control Area, EGS must arrange for the
cooperative involvement of any other parties necessary to institute such dynamic scheduling.

To the extent an EGS' commencement of real-time load following requires modifications of
the Company's computer, telemetering, telecommunication, and other systems to enable
such activity, the EGS making such.request shall be responsible for paying the Company's
incremental costs associated with such modifications. The Company shall bill the EGS for
any such costs in accordance with Rule 12 of this Tariff. All other costs imposed by parties
involved in the overall arrangements shall be for the EGS’ account.
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——741—The aggregate hourly forecast shall include transmission and distribution losses
according to the provisions of the EDC Tariff.

7.2 Accumulation to Whole MWSs. In accordance with inter-control area scheduling protocol
that requires scheduling and delivery of power be done in whole MWs, AR-the EGS will |
accumulate the aggregate hourly forecast of kWh load until a. whole MW is reached, at which
point it will appear on the Pre-Schedule. Any kWh balance that remains at the end of the day
will be shown on the Pre-Schedule as a carryover, which will be applied as a beginning
balance to the following day’s Pre-Schedule.

7.4 Schedules. Pursuant to the Network Operating Agreement, EGS shall submit daily
Schedule(s), aggregated by source of supply, to Duquesne Transmission Marketing by 1:00
p.m. Eastern Prevailing Time one business day before the delivery of power. The aggregate
of the EGS' Schedules shall precisely meet its Pre-Schedule. All Schedules shall be in
compliance with NERC tagging guidelines. Schedule(s) may also be communicated to the
Duquesne Control Area via a dynamic schedule. Arrangements for dynamic scheduling must
be made under a separate agreement with the Duquesne Control Area. For Further
information about dynamic scheduling, refer to Rule 6.4 of this Supplier Tariff. The times
(deadlines) included in this Rule 7.4 and Rule 7.3 are tentative and may change subject to
mutual agreement with EGSs or PUC approval.

7.5 Manual Load Schedule Changes. Manual schedule changes to accommodate changes in
generation sources and pre-schedules will be permitted up to 20 minutes before the start of |
the next clock hour or the start of the next half-hour provided that all parties (including all
affected Control Areas) agree to such changes. Notice of such changes shall be submitted
by phone to Duguesne Transmission Marketing at (724) 838-6064.

Manual schedule changes to accommodate 30 minute interruptible loads will also be
permitted. Such schedule changes shall be provided by the EGS to Duquesne Transmission
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8.1

8.2

8.3

8.4

Marketing as soon as possible after Customer or EGS has been notified of the requirement to
drop the interruptibie load, but in no event later than 20 minutes before the start of the
interruption. EGSs shall specifically tell Duquesne Transmission Marketing when schedule
changes are attributable to 30-minute interruptible loads. In such instances, EGS will not be
penalized for Supply Energy Imbalance arising from schedule changes due to interruptible
loads. However, failure of a customer to drop the interruptible portion of its load will be
reflected in the Consumption Energy Imbalance billed to the EGS.

8. CONSUMPTION ENERGY IMBALANCE SERVICE

General Description. In this Rule 8, all references to “EGS” apply equally to the EDC.
Consumption Energy Imbalance service accounts for mismatches between an EGS’ Pre-
schedule (with Duquesne Control Area Operator-approved load schedule changes) for
serving its Customers and the energy that was actually used by those Customers. This
service differs from Supply Energy Imbalance Service - in that the latter accounts for
differences between an EGS' hourly energy obligation (Pre-schedule) and the quantity of
energy actually delivered by the EGS. Given the absence of universal real-time metering, the
calculation of Consumption Energy Imbalance quantities must typically occur after the
monthly reading of Customers' meters.

Billing. The EGS will rely on Duguesne Control Area Operator to perform calculations to
determine the monetary value of Consumption Energy Imbalance quantities and to biil and/or
credit EGSs for oversupplies and undersupplies at the Duguesne Controi Area Operator's
Marginal Hourly Price. The Company also shall provide any data necessary for an EGS to
independently determine Duquesne’s Hourly Marginal Price. Furthermore, -EGSs have the
right to audit Duquesne's caiculations of, and methods to determine, Marginal Hourly Price.

The Company's Role. The Company will assist Duguesne Control Area Operator in
accounting for Consumption Energy imbalance quantities by (1) collecting all Customer
usage data; (2) determining hourly Consumption Energy Imbalance quantities for each EGS;
(3) salsulating-summing_the hourly Consumption Energy Imbalance quantities to provide
monthly consumption energy imbalance quantities for each EGS; and (4) submitting the
Consumption Energy Imbalance quantities to the Duquesne Control Area Operator. The
Company also shall provide any data necessary for an EGS to independently determine the
Consumption Energy Imbalance calculations.

The Company will post its Hourly Marginal Price on its internet site within five minutes after
the hour for every hour. It will maintain daily reporis of Hourly Marginal Price for a period of
thirty days after posting.

Meter Data Collection. Meter data collected by the Company shall be utilized to calculate
the quantity of energy actually consumed by an EGS’ Customers for a particular period.
Such collection shall occur at the time of a Customer’'s monthly meter reading. Thus, in order
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to measure the energy consumed by all Customers on a particular day, at ieast one month is
required for data collection. In general, on each day that new metered-usage data is posted,
one or more days in the previous month will become 'fully metered.’

8.4.1 Monthly-metered Customers. Data from monthly-metered Customers is collected
in subsets corresponding to customer billing cycles (billing routes}), which close on
different days of the month. To reconcile energy mismatches on an hourly basis, the
Company shall convert such meter data, including estimates, for Customers to the
equivalent hourly usage. Rate class load curves will be applied to metered usage to
derive an estimate for the hour-by-hour usage.

8.4.2 Hourly-Metered Customers. Data from hourly-metered Customers will also be
collected by the Company monthly on a billing route basis.

8.5 Determine Consumption Energy Imbalances. Each business day that new fully metered
days are available, the Company will determine hourly Consumption Energy Imbalance
quantities for that portion of the previous month's usage corresponding to new fully-metered
days.

The following calculations will be used to determine the hourly Consumption Energy
Imbalance quantities:

Step 1: Determine Customer Hourly Profiles

Monthly-metered Customers' billed usage (based on actual or estimated meter readings) will
be spread over each hour in the usage period based on each Customer's representative
hourly usage curve based on actual hourly weather data for the usage period. The monthly-
metered Customer's estimated usage by hour will be multiplied by the appropriate loss factor
respective.to Customer rate class to determine the Customer's gross usage by hour.

Each hourly-metered Customer’s hourly usage will be multiplied by a loss factor determined
by Customer rate class to determine the Customer’s gross usage by hour.

Step 2: Aggregate Profiles

The gross hourly usage quantity for monthly-metered Customers will be aggregated by the
Company to arrive at a total gross monthly-metered Customer usage quantity by hour for
each EGS. The gross hourly usage quantity for each hourly-metered Customer will aiso be
aggregated by the Company to arrive at a total gross hourly-metered Customer usage
quantity by hour for each EGS.

Step 3: Allocate Error to Profiles

The gross hourly loads for the EGSs and the EDC for hourly-metered and monthly-metered
customers will be provided to Duquesne Control Area. The Duquesne Control Area will
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8.6

8.7

compare the aggregate of the EGS and EDC loads to the Duquesne Control Area loads for
the Pennsylvania jurisdiction for each respective hour.

Any differences will be allesated-used to reshape the consumption shape of te-the EGS and
EDC monthly-metered loads based on a ratio of each load to the total monthly-metered load
of the EGSs and Pennsylvania jurisdictional EDC on an hourly basis._After reshaping the
consumption profiles, the sum of hourly usage for an EDC must still equal its aggregate
monthly usage.

Step 4: Calculate Consumption Energy Imbalances

Hourly Consumption Energy Imbalances are calculated respective to each EGS’ Pre-
Schedules, including the effect of any confirmed changes to the load schedules entered
before the. Duquesne Control. Area.accounting deadline.. For each EGS, the aggregate of the
respective adjusted monthly-metered customers hourly loads from Step 3 and the hourly-
metered hourly loads from Step 2 for a particular day is subtracted from the respective Pre-
Schedule for the same day. The hourly differences are Consumption Energy Imbalances.

Monthly Reconciliation. After a calendar month becomes fully metered, the Company will
compute and make available to the Duquesne Control Area the complete hourly
Consumption Energy Imbalance quantities for that calendar month. The Duquesne Control
Area will be responsible to calculate the EGS Consumption Energy Imbalance dollar amounts
for each hour and to include the Consumption Energy Imbalance dollar amounts in the
monthly Duquesne Control Area bills to each EGS._The EGS can audit these calculations.

Imbalance Trading. Consumption Energy Imbalance will be traded between the Company
and each EGS based upon the following terms and conditions.

- If hourly Consumption Energy-Imbalance is.positive; (actual use is greater than the Pre-
Schedule), EGS will pay the Company for the amount of the imbalance at the Duquesne
Control Area Operator’s Marginal Hourly Price.

- If hourly Consumption Energy Imbaiance is negative, (actual use is less than the Pre-
Schedule}, the Company will pay the EGS for the amount of the imbalance at the
Duguesne Control Area Operator’'s Margina! Hourly Price.

- The Company will track Consumption Energy Imbalance on an hourly basis. Net
Consumption Energy Imbalance for the billing period will either be charged or paid to the
EGS in accordance with the billing provisions of the Duguesne Transmission Tariff.

- The Company will make available any data necessary for an EGS to verify Net
Consumption Energy Imbalance upon request.

Trading of imbalances between the Company and each EGS, as described above, will allow
for the efficient and equitable provision of imbalance service without the unnecessary
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administrative burden that would result from a multi-party imbalance market where EGSs
traded among themselves.

9. UTILIZATION OF SCHEDULING COORDINATORS

9.1 Participation Through a Scheduling Coordinator. If an EGS chooses not to interact
directly with Duquesne for scheduling purposes, an EGS may become a Coordinated
Supplier by entering into a business arrangement with another EGS that will act as a
Scheduling Coordinator. A Coordinated Supplier may enter into this business arrangement
with a Scheduling Coordinator(s) for an individual service such as load forecasting, or for a
variety of services encompassing assessing import capability, load forecasting, and
scheduling (including reconciliation rights and responsibilities). To the extent it is responsible
for the following activities, the.Scheduling.Coordinator's assessment of import capability, load
forecasting, and scheduling (including reconciliation rights and responsibilities) shall include
its own Customers and the Customers of its Coordinated Suppliers. All actions of the
Scheduling Coordinator that relate to one of its Coordinated Suppliers are binding on, and
attributable to, said Coordinated Supplier.

9.2 Designation of a Scheduling Coordinator. To designate a Scheduling Coordinator, an
EGS must provide Duquesne with a completed Scheduling Cocrdinator Designation Form,
included as a Rider hereto, fully executed by both the EGS and the Scheduling Coordinator.
The Scheduling Coordinator Designation Form is not intended to supplement or replace any
agency contract between an EGS and a Scheduling Coordinator.

9.3 Change in or Termination of Scheduling Coordinator. To change Scheduiing
Coordinators, or cease using a Scheduling Coordinator, an EGS shall notify Duquesne in
writing and said notice shall specify the effective month of the change or termination. The
effective day of the change.or termination.shall be the first. day of the month indicated in the
notification letter unless notification is received by Duquesne less than ten business days
before the first day of that month, in which case the effective day of the change shall be the
first day of the subsequent month. [n the event an EGS ceases using a Scheduling
Coordinator, an EGS shall immediately resume the direct performance of all EGS obligations
under this Tariff.

9.4 Scheduling and Reconciliation through a Scheduling Coordinator. Coordinated
Suppliers cannot submit Schedules to Duquesne, nor can Coordinated Suppliers propose
scheduling changes on an individual basis. Rather, the Scheduling Coordinator is
responsible for submitting all schedules and changes thereto on behalf of itself as well as its
Coordinated Suppliers. The Scheduling Coordinator shall be the sole point of contact with
the Duquesne Control Area in regards to all scheduling and reconciliation activities.

9.5 9.5 Primary Obligations of A Coordinated Supplier. Notwithstanding their designations of |
Scheduling Coordinators, each and every EGS remains primarily responsible for fully
satisfying the requirements of this Supplier Tariff.
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8.6 9.6 Separate Scheduling and Billing for Coordinated Suppliers. The Company will
handle information flow for Coordinated suppliers separately from the information for a
Scheduling Coordinator that is also an EGS. The Company will not, for example. aggregate
the consumption energy imbalance of the Coordinated Supplier with that of its Scheduling
Coordinator. The information requirements for each Coordinated Supplier are the same as if
it were an independent EGS.

10. METERING DATA

10.1 Meter Data Provided by the Company to an EGS. Regardless of whether the Company or
an EGS performs Customer billing for an EGS’ energy charges, the Company will make
available to an EGS, via the EDEWG compliant formats.and methodology, daily files
containing meter readings, usage, registered demand (where applicable), and reading type
information (i.e., actual or estimated), and any other relevant information mutually agreed
upon by the Company and EGS, for each of an EGS’ Customers as it becomes availabie by
billing route.

11. CONFIDENTIALITY OF INFORMATION

11.1 Generally. All confidential or proprietary information made available by the Company to an
EGS in connection with the provision of Coordination Services, including but not limited to
load curve data, and information regarding the business processes of the Company and the
computer and communication systems owned or leased by the Company, shall be used only
for purposes of receiving Coordination Services and/or providing Competitive Energy Supply
to Customers in the Company's service territory. Other than disclosures to EGS
Representatives for the purpose of enabling an EGS to fulfill its obligations under this Tariff or
provide Competitive Energy Supply to Customers in the Company's service territory, an EGS
may not disclose confidential or proprietary information without the Company's prior
authorization and/or consent.

11.2 Customer Information. The EGS shall keep all Customer-specific information supplied by

the Company confidential unless the EGS has the Customer's written authorization to do
otherwise.

12. PAYMENT AND BILLING

12.1 Customer Billing by the Company. All EGS charges to Customers, if billed by the
Company, shall be billed in accordance with the EDC Tariff and the following provisions:
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{a) Company Billing for EGS. The Company will bill price plans offered by the EGS which
are based on fixed and variable charges similar to those the Company employs for
billing distribution service and default provider of last resort service. Nothing in this Rule
shall require the Company to manually bill more Customers within a rate class than it
bills manually for its distribution service Customers within that class. Within this context,
if the Company's billing system has the capability to bill the price plans offered by the
EGS, the EGS may request the Company to do all or some of the billing for the EGS'’
Customers based on the Customers' preferences. In addition, the Company will include
on its bill EGS fate fees as required by the PAPUC. However in no case shall the
Company require the EGS to provide separate Customer lists or perform unique
scheduling and reconciliation services for customers billed directly by the Company.

(b} Billing Files. Where the EGS has requested the Company to act as the EGS’ billing
agent the Company shall.electronicaily transmit files. of billing detail daily to the EGS.
Such files shall include the Customer account number, rate codes, usage information,
demand and energy charges, sales tax, and other EGS charges. The information will be
provided in an electronic format compliant with the Consensus Plan for Electronic Data
Exchange Standards for Eiectric Deregutation in the Commonwealth of Pennsylvania.

(c) Budget Billing. The Company will develop dual tracking systems to administer budget
billing and apply payments for EGS charges and Company charges.

(d) Sales Tax Exemption. With respect to Customers receiving one bill from the Company,
the EGS for whom the Company is billing must provide the applicable sales tax
exemption percentage to the Company. The Company will use the sales tax exemption
percentage provided by the EGS for billing the EGS' charges. The EGS is responsible
for holding appropriate exemption certificates and is liable for the collection and
remittance of safes tax on the EGS' charges.

(e} Company Reimbursement to EGS for Customer Payments. Where the Company
acts as the billing agent for the EGS, the Company shall reimburse the EGS for all
energy charges, |ate fees, sales taxes, and other charges collected on behalf of the
EGS on a daily basis. EGS customer payments wil! be issued by Allegheny Power two
business days after posting to the customer’s account.

() EGS Billing Data. The EGS shall provide all necessary data in its possession for the
timely generation of bills. A failure of the EGS to provide necessary data to the
Company in a timely fashion may delay generation of a bill for the month to which the
data pertains. In such instances, the EGS is responsibie for all fines and violations, if
any, arising as a consequence of the Company's inability to render a timely bill.

12.2 EGS Payment Obligations to the Company. An EGS shall pay ail Coordination Services
Charges or hereunder any other Charge it incurs in accordance with the following provisions:
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12.2.1

12.2.2

12.2.3

12.2.4

12.2.5

Billing Procedure. Each month, the Company shall submit an invoice to the EGS
for all Coordination Services Charges provided under this Tariff. The invoice may be
transmitted to the EGS by any reasonable method requested by the EGS. An EGS
shall make payment for Charges incurred on or before the due date shown on the
bill. The due date shall be determined by the Company and shall not be less than
fifteen (15) days from the date of transmittal of the bill.

Billing Corrections and Estimated Billings. Notwithstanding anything stated
herein: (1) bills shall be subject to adjustment for any errors in arithmetic,
computation, meter readings, estimating or other errors for a period of six (6) months
from the date of such original monthly billing and (2) the Company shall be entitled to
submit estimated bills (subject to correction) in the event the EGS fails to supply
necessary information in a timely fashion or other circumstances limit the timely

availability of necessary data.

Manner of Payment. The EGS may make payments of funds payable to the
Company by wire transfer to a bank designated by the Company. The Company
may require that an EGS that is not creditworthy tender payment by means of a
certified, cashier’s, teller's, or bank check, or by wire transfer, or other immediately
available funds. If disputes arise regarding an EGS bill, the EGS must pay the
undisputed portion of disputed bills under investigation.

Late Fee for Unpaid Balances. If payment is made to the Company after the due
date shown on the bill, a late fee will be added to the unpaid balance until the entire
bill is paid. This late fee will be 1/2% per month on the unpaid balance.

EGS Default. In the event the EGS fails to make payment to the Company on or
before the due date as described above, and such failure of payment is not corrected
within thirty (30} calendar days after the Company notifies the EGS to cure such
failure, a Default by the EGS shall be deemed to exist. In the event of a billing
dispute between the Company and the EGS, the Company will continue to provide
service pursuant to the Individual Coordination Agreement and the Tariff as long as
the EGS continues to make all payments. A billing dispute shall be dealt with
promptly in accordance with the dispute resolution procedures set forth below in Rule
18.

12.3 Billing for Supplier Obligations to Other Parties. The Company will assume no
responsibility for billing between an EGS and any energy source or a Scheduling Coordinator
and any Coordinated Suppliers.
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12.4 Guarantee of Payments. Before the Company will render service or continue to render
service, the Company may require an applicant for Coordination Service or an EGS currently
receiving such service that has Bad Credit to provide a cash deposit, letter of credit, surety
bond, or other guarantee, satisfactory to the Company. The Company will hold the deposit
as security for the payment of final bills and compliance with the Company's Rules and
Regulations. In addition, the Company may require an EGS to post a deposit at any time if
the Company determines that the EGS is no longer creditworthy or has Bad Credit. An EGS
shall have the right to submit to the Commission for resolution any reasonable dispute
regarding such deposit, letter of credit, surety bond or other guarantee sought by the
Company if the EGS believes such a requirement is inappropriately based or assessed.

12.5 Amount of Deposits. The deposit shall be equal to the value of Coordination Services
Charges the Company projects the EGS will incur during the next two billing periods based
on that EGS’ forecasted load obligation.

12.6 Return of Deposits. Deposits secured from an EGS shall either be applied with interest to
the EGS’ account or returned to the EGS with interest when the EGS becomes creditworthy.
In cases of discontinuance or termination of service, deposits will be returned with accrued
interest upon payment of all service charges and guarantees or with deduction of unpaid
accounts.

12.7 Interest on Deposits. The Company will allow simple interest on cash deposits calculated at
the lower of the Interest Index or six (6) percent. Deposits shall cease to bear interest upon
discontinuance of service (or, if earlier, when the Company closes the account).

12.8 Credit Information. In addition to information required otherwise hereunder, an EGS shall
be required to provide to the Company such credit information as the Company requires.
The Company will report to a national credit bureau the EGS’ credit history with the
Company.

13. WITHDRAWAL BY EGS FROM RETAIL SERVICE

13.1 Notice of Withdrawal to the Company. An EGS shall provide electronic notice to the
Company in a form specified by the Company of withdrawal by the EGS from retail service in
a manner consistent with the PaPUC's rulings in Docket No. 00960890F.0013, and any
subsequent applicable PaPUC rulings.

13.2 Notice to Customers. An EGS shall provide notice to its Customers of withdrawal by the
EGS from retail service in accordance with the PaPUC's rulings in Docket No.

00960890F.0013 and any subsequent applicable PAPUC rulings
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13.3 Costs for Noncompliance. An EGS that withdraws from retail service and fails to provide at
least ninety (90) days written notice of said withdrawal shall reimburse the Company for any
of the following costs associated with the withdrawal:

(a) mailings by the Company to the EGS’ Customers to inform them of the withdrawal and
their options;

(b} non-standard/manual bill calculation and production performed by the Company;

(c) EGS data transfer responsibilities that must be performed by the Company; and

(d) charges or penalties imposed on the Company by Allegheny Power or other third parties
resulting from EGS withdrawing early.

13.4 EGS Default. In the event an EGS fails to provide service as scheduled to serve its
Customers for a period greater than 24 hours, the Company may determine the EGS in
default. In the event of an EGS default, the Company .is the Provider of Last Resort. The
EGS and EGS’ Customers will be jointly and severally liable from the time of default until
the EGS’ Customers’ first billing cycle for costs of energy and all costs incurred by the
Company to notify Customers and make changes to switch Customers back to the EDC.
The energy provided to the EGS’‘Customer will be charged as Supply Energy Imbalance-
according to the Duguesne Transmission Tariff, Retail Supplement, as revised and as may
be subsequently amended and accepted for filing by the FERC, until all EGS' Customers
have been switched to the EDC upon each Customer's regularly scheduled meter read
date..

14. EGS’ DISCONTINUANCE OF SERVICE TO CUSTOMERS

14.1 Notice of Discontinuance to the Company. An EGS shall provide electronic notice to the
Company in a form specified.by the Company of all intended discontinuances of service to
Customers in a manner consistent with applicable PAPUC rules, said rules to apply to all
Customer classes.

14.2 Notice to Customers. An EGS shall provide a minimum of 30 days advance notice to any
Customer it intends to stop serving of such intended discontinuance in a manner consistent
with the PaPUC's rulings in Docket No. 00960890F.0013 and any subsequent applicable
PaPUC rulings. The application of this Rule 14.2 will, however, be limited to the classes of
Customers to which the referenced PAPUC rulings will apply. With respect to all other
classes of Customers, it will be the EGS' responsibility to provide notice to a Customer of its
intention to discontinue service in accordance with the EGS' contractual obligations with the
Customer.

14.3 Effective Date of Discontinuance. Any discontinuance will be effective on a Meter Read
Date and in accordance with the EGS switching rules in this Tariff and the EDC Tariff.
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15. LIABILITY

15.1 General Limitation on Liability. The Company shall have no duty or liability with respect to
Competitive Energy Supply before it is delivered by an EGS toward an interconnection point
with the Duquesne Control Area. After its receipt of Competitive Energy Supply at the point
of delivery, the Company shall have the same duty and liability for transmission and
distribution service to customers receiving Competitive Energy Supply as to those receiving
electric energy and capacity from the Company,

15.2 Limitation on Liability for Service Interruptions and Variations. The Company does not
guarantee continuous, regular and uninterrupted supply of service. The Company may,
without liability, interrupt or limit the supply of service for the purpose of making repairs,
changes, or improvements in.any part.of its system for the general good of the service or the
safety of the public or for the purpose of preventing or limiting any actual or threatened
instability or disturbance of the system. The Company is also not liable for any damages due
to accident,. strike,. storm, riot, fire, flood, legal.process, state or municipal interference, or any
other cause beyond the Company's control.

15.3 Additional Limitations on Liability In Connection With Direct Access. Otherthan its duty
to deliver Competitive Energy Supply, the Company shall have no duty or liability to an EGS
providing Competitive Energy Supply arising out of or related to a contract or other
relationship between an EGS and a Customer of the EGS.

The Company shall implement Customer selection of an EGS consistent with applicable rules
of the Commission and shall have no liability to an EGS providing Competitive Energy Supply
arising out of or related to switching EGS, unless the Company is negligent in switching or
failing to switch a Customer.

15.4 Company's Indemnification of EGS. Subject to Rule 15.2, in the event the Company is not
able to render continuous, regular, and uninterrupted supply of service due to interruption or
service limitations not caused by the EGS, the Company shall hold the EGS harmless for any
penalties, fines, or other costs that the Company may incur.

16. BREACH OF COORDINATION OBLIGATIONS

16.1 Breach of Obligations. The Company or an EGS shall be deemed to be in breach of its
Coordination Obligations under the Individual Coordination Agreement and this Tariff upon its
failure to observe any material term or condition of this Tariff, including any Rule and

Regulation, Charge or Rider thereof.
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16.2 Events of Breach. A material breach of Coordination Obligations hereunder, as described in
Rule 16.1, shall include, but is not limited to, the following:

(a) a breach of any Rule or Regulation of the Tariff;

{b) an EGS failure to maintain license or certification as an electric generation supplier or
electricity supplier from the PAPUC,;

(c) an EGS’ failure to make payment of any undisputed Coordination Services Charges in
the time prescribed

(d) the involuntary bankruptcyfinsolvency of the EGS, including but not limited to, the
appointment of a receiver, liquidator or trustee of the EGS, or a decree by such a court
adjudging the EGS bankrupt or insolvent or sequestering any substantial part of its
property or a petition to declare bankruptcy as to reorganize the EGS; or

(e) an EGS’ filing of a voluntary petition in bankruptcy under any provision of any federal or
state bankruptcy law, or.its consent to the filing of any bankruptcy or reorganization
petition against it under any similar law; or without limiting the generality of the
foregoing, an EGS admits in writing its inability to pay its debts generally as they
become due or consents to the appointment of a receiver, trustee or liquidator of it or of
all or any part of its property.

16.3 Cure and Default. If either the Company or an EGS materially breaches any of its
Coordination Obligations (hereinafter the Breaching Party), the other party (hereinafter the
Non-Breaching Party) shall provide the Breaching Party a written notice describing such
breach in reasonable detail and demanding its cure. The Breaching Party shall be deemed to
be in default ("Default") of its obligations under this Tariff and the Individual Coordination
Agreement if: (i) it fails to cure its breach within thirty (30) days after its receipt of such notice;
or (ii) the breach cannot be cured within such period and the Breaching Party does not
commence action to cure the breach within said period and thereafter diligently pursues such
action to completion.

16.4 Rights Upon Default. Notwithstanding anything stated herein, upon the occurrence of any
Default, the party not in Default shall be entitled to (i) commence an action to require the
party in Default to remedy such Default and specifically perform its duties and obiigations
hereunder in accordance with the terms and conditions hereof, and (ii) exercise such other
rights and remedies as it may have in equity or at law.

17. TERMINATION OF INDIVIDUAL COORDINATION AGREEMENT
17.1 Termination. An Individual Coordination Agreement will or may be terminated as follows:

(a) Withdrawal of the EGS from Retail Service. In the event the EGS ceases to

participate in or otherwise withdraws the provision of Competitive Energy Supply to
Customers in the Company's Service Territory, the Individual Coordination Agreement
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between the EGS and the Company shall terminate thirty (30) days following the date on
which the EGS has no more active Customers.

(b) The Company's Termination Rights Upon Default by EGS. In the event of a Default
by the EGS, the Company may terminate the Individual Coordination Agreement
between the EGS and the Company by providing written notice to the EGS in Default,
without prejudice to any remedies at law or in equity available to the party not in Default
by reason of the Default,

17.2 Effect of Termination. Termination of Individual Coordination Agreements will have the
same effect on an EGS' Customers as the EGS’ discontinuance of supply to such Customers
described in Rule 23.5 of the EDC Tariff: If a Customer of a terminated EGS has not switched
to another EGS prior to termination, said Customer will receive PLR Service (as defined in
the EDC Tariff) pending its selection of another EGS.

17.3 Survival of Obligations. Termination of an Individual Coordination Agreement for any
reason shall not relieve the Company or an EGS of any obligation accrued or accruing prior
to such termination.

18. ALTERNATIVE DISPUTE RESOLUTION

18.1 Informal Resolution of Disputes. The Company and EGS shall use good faith and
commercially reasonable efforts to informally resoive all disputes arising out of the
implementation of this Tariff and/or. the conduct of Coordination Activities hereunder. The
EGS’ point of contact for all information, operations, questions, and problems regarding
Coordination Activities shall be the Company's Supplier Administration Group and the Via
EDEWG compliant formats and methodoiogy.

18.2 Internal Dispute Resolution Procedures. Any dispute between the Company and an EGS
under this Tariff or Individual Coordination Agreement shall be referred to a designated senior
representative of each of the parties for resolution on an informal basis as promptly as
practicable. In the event the designated representatives are unable to resolve the dispute
within thirty (30) days (or such other period as the parties may agree upon) such dispute, by
mutual agreement, may be referred to mediation in accordance with the Code of Conduct in
the EDC Tariff or either party may unilaterally submit the dispute to arbitration to be resolved
in accordance with the arbitration procedures set forth below.

18.3 External Arbitration Procedures. If the amount in dispute is $500,000 or less, the
arbitration initiated under the Tariff or any Individual Coordination Agreement shall be
conducted before a single neutral arbitrator appointed by the parties. If the parties fail to
agree upon a single arbitrator within twenty (20) days of the referral of the dispute to
arbitration the parties shall request the American Arbitration Association to appoint a single
neutral arbitrator. If the amount in dispute exceeds $500,000, each party shall choose one
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neutral arbitrator who shall sit on a three-member arbitration panel. The two arbitrators so
chosen shall within twenty (20) days of their selection, select a third arbitrator to chair the
arbitration panel. In any case, the arbitrators chosen shall be knowledgeable in electric utility
matters, including electric transmission and bulk power issues, and shall not have any current
or past substantial business or financial relationships with any party to the arbitration (except
prior arbitration). The arbitrator(s) shall provide each of the parties an opportunity to be
heard and, except as otherwise provided herein, shall generally conduct the arbitration in
accordance with the then current Commercial Arbitration Rules of the American Arbitration
Association.

18.4 Arbitration Decisions. Unless otherwise agreed, the arbitrator(s) shall render a decision
within ninety (90) days of their appointment and shall notify the parties in writing of such
decision and the reasons therefor. The arbitrator(s) shall be authorized only to interpret and
apply the provisions of the Tariff and any Individual Coordination.Agreement and shall have
no power to modify or change any provisions in any manner. The decision of the arbitrator(s)
shall be final and binding upon the Parties, and judgment on the award may be entered in
any court of competent jurisdiction. The decision of the arbitrator(s) may be appeaied solely
on the grounds that the conduct of the arbitrator(s); or the decision itself, violated the
standards set forth in 42 Pa. C.S.A. §7341. The final decision of the arbitrator must also be
filed with FERC and PAPUC, if it affects their respective jurisdictional rates, terms and
conditions of service or facilities.

18.5 Costs. Each Party shall be responsible for its own costs incurred during the arbitration
process and for the following costs, if applicable:

(a) the cost of the arbitrator chosen by the party to sit on the three member panel and a
proportionate share of the cost of the third arbitrator chosen; or
(b) a proportionate share of the cost of the single arbitrator jointly chosen by the parties.

18.6 Rights Under the Federal Power Act. Nothing in this Section shall restrict the rights of any
party to file a complaint with FERC under relevant provisions of the Federal Power Act or to
initiate other compliant procedures permitted by the FERC. In addition, nothing contained
herein shall be construed as affecting in any way the right of the Company to unilaterally
make application to the FERC for a change, under Section 205 of the Federal Power Act, in
the charges specified herein that are subject to the jurisdiction of the FERC.

18.7 Rights Under the Pennsylvania Public Utility Code. Nothing in this Section shall restrict

the rights of any party to file a complaint with the Pa PUC under relevant provisions of the
Pennsylvania Public Utility Code.

19. MISCELLANEOUS
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19.1 Notices. Unless otherwise stated herein, any notice contemplated by this Tariff shall be in
writing and shall be given to the other party at the addresses stated in the notice section of the
Individual Coordination Agreement. If given by electronic transmission (including fax, telex,
telecopy or Internet email), notice shall be deemed given on the date sent and shall be confirmed
by a written copy sent by first class mail. If sent in writing by first class mail, notice shall be
deemed given on the fifth business day following deposit in the United States mail (as noted by the
postmark), properly addressed, with postage prepaid. If sent by same-day or overnight delivery
service, notice shall be deemed given on the day of delivery. The Company and an EGS may
change their representative for receiving notices contemplated by this Tariff by delivering written
notice of their new representatives to the other.

19.2 No Prejudice of Rights. The failure by either the Company or the EGS to enforce any of the
terms of this Tariff or any Individual Coordination Agreement shall not be deemed a waiver of

the right of either to do so.

19.3 Gratuities to Employees. The Company's employees are strictly forbidden to demand or
accept any personal compensation, or gifts, for service rendered by them while working for
the Company on the Company's time.

19.4 Assignment.

19.4.1 An Individual Coordination Agreement hereunder may not be assigned by either the
Company or the EGS without (a) any necessary regulatory approval and (b) the
consent of the other party, which consent shall not be unreasonably withheld.

19.4.2 Any assignment occurring in accordance with Rule 19.4.1 hereunder shall be binding
upon, and oblige and inure to the benefit of, the successors and assigns of the
parties to the Individual Coordination Agreement.

19.5 Governing Law. To the extent not subject to the exclusive jurisdiction of FERC, the
formation, validity, interpretation, execution, amendment and termination of this Tariff or any
Individual Coordination Agreement shail be governed by the laws of the Commonwealth of
Pennsylivania.

The Tariff or any Individual Coordination Agreement, and the performance of the parties'
obligations thereunder, is subject to and contingent upon (i) present and future local, state
and federal laws, and (ii) present and future regulations or orders of any local, state or federal
regulating authority having jurisdiction over the matter set forth herein.

If at any time during the term of the Tariff or any Individual Coordination Agreement, FERC,
the PAPUC or a court of competent jurisdiction issues an order under which a party hereto
believes that its rights, interests and/or expectations under the Agreement are materially
affected by said order, the party so affected shall within thirty (30) days of said final order
provide the other party with notice setting forth in reasonable detail how said order has
materially affected its rights, interests and/or expectations in the Agreement. Within thirty
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(30) days from the receiving party's receipt of said notice the parties agree to attempt through
good faith negotiations to resolve the issue. If the parties are unable to resolve the issue
within thirty (30) days from the commencement of negotiations, either party may at the close
of said thirty (30) day period terminate the Agreement, subject to any applicable regulatory
requirements, following an additional thirty {30) days prior written notice to the other party
without any liability or responsihility whatsoever except for obligations arising prior to the date

of service termination.
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1.0

2.0.

3.0

4.0

INDIVIDUAL COORDINATION AGREEMENT RIDER

This Individual Coordination Agreement ("Agreement"), dated as of

Is entered into, by and between Allegheny Power (the 'Company”) and

The Company agrees to supply, and the EGS agrees to have the Company supply,
all "Coordination Services” specified in the Electric Generation Supplier Coordination
Tariff (EGS Coordination Tariff"). including but not limited to load forecasting, load
scheduling, and reconciliation services. Both Parties agree that such services are
necessary to coordinate the delivery of Competitive Energy Supply to Customers
located within the Company's service territory.

Representations and Warranties.
a) The EGS hereby represents, warrants and covenants as follows:

(i) The EGS is in compliance, and will continue to comply, with all
obligations, rules and regulations, as established and interpreted by the Duquesne
Control Area Operator, that are applicable to EDCs serving Customers located in the
Duquesne Control Area; and

(i) The EGS is licensed by the PAPUC to provider Competitive Energy Supply
to Customers in Pennsylvania and has and will continue to satisfy all other PAPUC
requirements applicable to EGSS. (b) The Company and the EGS, individually
referred to hereafter as the 'Party," each represents, warrants and covenants as
follows:

(i) Each Party's performance of its obligations hereunder has been duly
authorized by all necessary action on the part of the Party and does not and will not
conflict with or result in a breach of the Party's charter documents or bylaws or any
indenture, mortgage, other agreement or instrument, or any statute or rule,
regulation, order, judgment, or decree of any judicial or administrative body to which
the Party is a party or by which the Party or any of its properties is bound or subject. -

(iv) This Agreement is a valid and binding obligation of the Party, enforceable
in accordance with its terms, except as such enforceability may be limited by
applicable bankruptcy, insolvency or similar laws from time to time in effect that affect
creditors’ rights generally or by general principles of equity.

The EGS shall provide notice to the Company via facsimile, with a copy delivered
pursuant to overnight mail, at such time that the EGS learns that any of the
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representations, warranties, or covenants in Rule 3 of this Agreement have been
violated.

5.0 As consideration for Coordination Services provided by the Company, the EGS shall
pay the Company those Coordination Services Charges billed to the EGS in
accordance with the terms and conditions of the EGS Coordination Tariff.

6.0 Coordination Services between the Company and the EGS will commence on

7.0  Any notice or request made to or by either Party regarding this Agreement shall be
made to the representative of the other Party as indicated beiow.

Allegheny Power
(Address)
(City & State)
Attn:
Title:
Telephone:
Facsimile:
Internet E-Mail:
To the EGS:
Attn:
Title:
Telephone:
Facsimile:
Internet E-Mail:
8.0 The EGS Supplier Services Tariff and the Duguesne Transmission Tariff (collectively

“Tariffs") are incorporated herein by reference and made a part hereof. By signing
below, EGS acknowledges that it has read and understands the Tariffs and will
strictly comply with the terms and conditions contained in the Tariffs. All terms used
in this Agreement that are not otherwise defined shali have the meaning provided in
the EGS Supplier Tariff.

IN WITNESS WHEREOF, and intending to be legally bound thereby, Allegheny Power and
the EGS identified above have caused this Coordination Agreement to be executed by their
respective authorized officials.

ALLEGHENY POWER EGS
By: By:
Name Name
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Title Title

Date Date

SCHEDULING COORDINATOR DESIGNATION FORM

1.0  This Scheduling Coordinator Designation Form, dated
, is being submitted to Allegheny Power (Duquesne) by the following

Electric Generation Supplier (EGS):

2.0 By submitting this form, the EGS hereby notifies Duguesne that it has appointed the
foliowing entity to act as its Scheduling Coordinator, effective the first day of ,in
accordance with Rule 9 of the Company's Electric Generation Supplier Services Tariff (Supplier
Tariff):

3.0. The EGS further notifies the Company that it is designating the EGS identified in the
preceding paragraph as its Scheduling Coordinator for the specific purpose(s) (please check
and/or fill in):

Load Forecasting

Assessing Import Capability

Scheduling and Assumption of Reconciliation Rights
and Responsibilities

4.0. Duquesne may utilize the Scheduling Coordinator as the sole point of contact with
the EGS in connection with Duquesne's provision of Coordination Services to the EGS. Likewise,
the Scheduling Coordinator appointed by the EGS shall be responsible for the performance of all
Coordination Obligations of the EGS that are specifically delegated to said Scheduling Coordinator
in this Form.

5.0 The EGS agrees that Duguesne may bill the Scheduling Coordinator directly for all
Coordination Services Charges attributable to the EGS and that the Scheduling Coordinator will
pay the Company such charges on behalf of the EGS in accordance with the terms and conditions
in the Supplier Tariff.
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7.0  Allinquiries, communications or notices relating to the EGS’ use of the Scheduling
Coordinator designated above may be directed to the following representatives:

To the EGS;

Attn:

Title:

Telephone:

Facsimile:

Internet email:

To the Scheduling Coordinator:

Attn:

Title:

Telephone:

Facsimile:

Internet email;

8.0 The Supplier Tariff is incorporated herein by reference and made a part hereof. All
capitalized terms used, but not defined, in this designation form shall have the meaning stated in
the Supplier Tariff.
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8.0 The EGS has executed this designation form below by its duly authorized
representative as follows:

Signature:

Name;

Title:

Date:

10.0 The EGS has obtained the foliowing Acknowledgment and Consent to this
designation, which is executed below by the duly authorized representative of the Scheduling
Coordinator:

Acknowledgment and Consent

Intending to be legally bound thereby, the duly authorized representative of above-
designated Scheduling Coordinator has executed this document below to acknowledge and
consent to its appointment as a Scheduling Coordinator, and to further state its agreement to
abide by the terms and conditions of its designation set forth above in the Scheduling Coordinator
Designation Form prepared by the EGS, including the terms and conditions of the Supplier Tariff
which is incorporated therein by reference.

Signature:

Name:

Title:

Date:
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6.0 The EGS and its appointed Scheduling Coordinator shall comply with all terms and
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James McNulty, Secretary Y
Pennsylvania Public Utility Commission D ;‘\kg ' i ’;i‘\f%_.: N
P.O. Box 3265 ~

Room B-18, North Office Building
Harrisburg, PA 17105-3265

RE:  Application of Duquesne Light Company for Approval of its Restructuring
Plan Under Section 2806 of the Public Utility Code; Docket No. R-00974104;
REVISED CERTIFICATE OF SERVICE

Dear Mr. McNulty:

Enclosed, for filing with the Commission, are the original and fifteen (15) copies of an
Amended Certificate of Service showing the correct service list used to transmit the
September 21, 1998 Comments of the Mid-Atlantic Power Supply Association in connection
with the above-captioned docket.

If you have any questions concerning this filing, please direct them to me.

Very truly yours,

KMl

Janet L. Miller

Counsel for the Mid-Atlantic
Power Supply Association

JLM/kmg
Enclosures
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COMMONWEALTH OF PENNSYLVANIA

DATE: September 29, 1998
SUBJECT: R-00974104

TO: Bureau of Fixed Utility Services

K
FROM: IR

- Petition of Duquesne Light Company for
Clarification and Reconsideration Regarding

D 0 C U ME NT Stand-Alone Restructuring Plan
FOLDER

James J. McNulty, Secretary

Per memo dated September 11, 1998,
from Cheryl Walker Davis, Director of Office of
Special Assistants, the above-docketed
proceeding is being re-assigned to your Office
for appropriate action.

© laf
pc. Chairman and Commissioners

Office of Special Assistants
Law Bureau

Lk
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F OLQIE'S)%'ania Public Utlity

Commission,
v Docket No. R-00974104

)
)
. )
Duquesne Light Company ) rm
Application to approve ) @ @ KEFE q
restructuring plan pursuant ) .
to 66 Pa. C.S. § 2806(d) ) OCT 011998

REPLY COMMENTS OF DUQUESNE LIGHT COMPANY
REGARDING SECOND COMPLIANCE FILING OF DUQUESNE LIGHT
COMPANY STAND-ALONE RESTRUCTURING PLAN

Duquesne Light Company ("Duquesne") hereby requests leave to
submit limited reply comments to the comments of the intervenors on the Second
Compliance Filing dated September 11, 1998. By filing limited reply comments,
Duquesne is attempting to limit the Commission's workload by not rearguing matters
previously addressed and is not thereby waiving any argument or position addressed
in Duquesne's Second Compliance Filing or its Petition for Reconsideration regard-
ing the Compliance Order.

1. Realized Returns.

The OSBA states that the rate of return used by Duquesne in comput-
ing distribution revenue requirements is not in compliance with the First Compliance
Order. The OSBA cites the fact that the Commission directed the Company to
determine the rate of return which was realized for T&D service for the 1996 test

year based upon a realized rate of return of 9.03%. The OSBA also notes that

RECEIVED

EEF SEP 30 1998

/]Cb PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAL



Schedule A of Appendix A attached to Duquesne’s Second Compliance filing shows
an overall return of 9.37% for distribution, which does not equate to the overall
system average rate of 8.87%. As a remedy, the OSBA requests the Commission to
direct Duquesne to use a realized rate of return of 8.86% (the return calculated by its
witness) in determining its unbundied T&D rates or, in the alternative, to direct
Duquesne to use a realized return of no more than 9.03% in its unbundled T&D rates.
The OSBA's contentions should be rejected as contrary to the plain
language of the Commission's orders and based upon an apparent misunderstanding
of the nature of the realized return calculations ordered by the Commission. First,
the 9.03% realized return cited in the Commission’s Order on Duquesne's Compli-
ance Filing was computed in response to OSBA -2-22. (The OSBA cites
Duquesne’s response to OSBA-2-24 as the source of the 9.03% return figure. While
this number appears there as well, the response to OSBA-2-24 simply restated
Exhibit JAL-1C on the basis of an equalized return of 9.03%). As was indicated in
the response to the table attached as part of the response to OSBA-2-22, the 9.03%
figure represents a system wide return based on adjusted 1996 revenues and test year
costs. It measures the system-wide reatized return on combined production, trans-
mission, and distribution rate base. As shown on that response, class rates of return
varied from a low of -7.09% (HVPS) to a high of 59.79% (Traffic Signals). Apply-
ing the 9.03% return to the distribution rate base to calculate revenue requirements

would be wrong for two reasons. First, it would be inconsistent with the Commis-



sion’s Order on Duquesne's First Compliance Filing. This is because the 9.03%
return is based on 1996 class revenues adjusted for the ECR roll-in amount Duquesne
requested in its restructuring case (based on a fuel and purchased power cost of
$14.70/MWh). Since the Commission rejected the company’s ECR roll-in amount,
the realized rates of return must be re-computed to reflect the approved roll-in
amount in 1996 revenues. Second, the use of an equalized return to develop class
revenue requirements would obliterate any distinction in class returns. This is totally
inconsistent with the Commission’s Order on Duquesne’s restructuring plan. (See
page 52 of Commission Order on Restructuring and Recommended Decision at page
67.)

The Company has recalculated the system and class rates of return
incorporating an ECR roll-in amount based on a fuel and purchased power cost of
$13.71/MWh. (See Duquesne’s Petition for Clarification and Reconsideration.) The
effect is to lower the overall return from 9.03% to 8.87%. As explained above, the
system wide realized return - in this case 8.87% - is the retun on the combined rate
base for production, transmission, and distribution. The class rates of return varied
from -1.35% (SE) to 38.10% (Traffic Lights). (See copy of relevant portion of
Appendix A attached to Duquesne’ Second Compliance Filing). These class rates of
return were then used to determine the class-specific distribution-related revenue
requirements as reflected in Duquesne’s unbundled tariff rates. In its Second

Compliance Filing, Duquesne applied these same class realized rates of return to the



allocated distribution rate base to develop revenue requirements. As indicated in
Appendix A, the application of the class-specific 1996 realized returns produce a
PaPUC jurisdictional distribution revenue requirement of $250.3 mitlion and an
overall return on distribution plant of 9.37%. The overall return on distribution plant
results not from an error in application, but as a result of stmple arithmetic. The
overall return for distribution plant is a summary measure recognizing the fact that
the allocation factors for distribution rate base differs from that for production and
transmission plant, nothing more. The important point 1s that Duquesne computed
distribution revenue requirements on the basis of 1996 class-realized rates of return,
as the Commission ordered.

Finally, the OSBA claims that under its approach Duquesne "would
realize a higher rate of return for the unbundled distribution component only." This
leads the OSBA to erroneously conclude that "by applying the overall realized class
rates of return from its 1996 cost of service study to adjust the distribution compo-
nent, Duquesne would realize a higher rate of retumn on distribution plant than
generation plant.” This is just not correct. Duquesne’s methodology would apply
the exact same class rate of return to each component of rates -- generation, transmis-
sion, and distribution. For RS, the realized rate of return was 10.89% based on 1996
revenues (adjusted for the ECR roll-in) -- the same return Duquesne calculated for all
components of rate base (production, distribution, and transmission). The reason the

system-wide returns vary by functional cost category is because the overall return is



a weighted average of each classes return (where the weights are the allocated share
of rate base) and these weighting factors vary by cost function. What the OSBA is
recommending is that the Company use an equalized rate of return for each ciass
based on the system wide average. While this can be done, it would completely
eliminate class rate of return differentials — which the Commission directed the
Company to restore in its Order on Duquesne's Restructuring Filing.

2. ECR Roll-In and 1999 Sales Volumes.

The OCA and DII raise issues relating to the calculation of the ECR
roll-in and the use of 1999 sales volumes for setting transmission and distribution
rates. These contentions are in error for all the reasons provided in Duquesne's
Petition for Reconsideration.

3. Rule 4 and Riders 8. 9 and 20,

DIl raises several issues regarding Rule 4 contracts and Riders 8, 9
and 20. These contentions, in Duquesne's view, merely rehash arguments previously
raised or merit no response at all.

4. Credit Requirements

Three parties - Green Mountain Energy Resources, L.L.C. ("GMER"),
Mid-Atlantic Power Supply Association ("MAPSA"), and Strategic Energy Ltd.
("SEL"), address Duquesne's revised credit procedures. GMER comments that
Duquesne's $250,000 letter of credit is unnecessary because the Commission's

security requirement is furnished to ensure the financial responsibility of the EGS.



GMER Comments at 3. GMER is incorrect. The primary purpose of the Commis-
sion's security requirement is to ensure collection of the gross receipts tax, and to

protect consumers from an EGS's failure to remit the tax. Licensing Requirements

for Electric Generation Suppliers, No. L-00970129, Final Order (April 24, 1998)

(Licensing Order). The Commission also is named the sole beneficiary. 52 Pa. Code
§ 54.40. The Commonwealth has priority for its tax claims against the security, and

an EDC may make a claim against the bond only for reimbursement of the gross

receipts tax. Licensing Order at 30-31. Contrary to GMER's suggestions, it is clear
the Commission security would not provide Duquesne with adequate recourse. See
Second Compliance Filing at 8-11.

GMER also states that Duquesne's credit review procedures are
needlessly intrusive. GMER Comments at 2-3. This allegation is patently false.
Duquesne stated at the Supplier Tariff meeting, and reiterates, that it would conduct a
credit check through data that is commercially available from an independent third-
party reporting company. This type of credit check is routine and should alleviate
GMER's concerns. See Definition of Bad Credit.

MAPSA also comments that Duquesne's review of an EGS' credit
history should be limited to that EGS's dealings with Duquesne. MAPSA Comments
at 2-3. MAPSA's suggestion 1s unworkable. In an instance when an EGS is initiat-
ing a new commercial relationship with Duquesne, the Company would have no

history available to facilitate a credit review. An EGS also may manipulate its credit



history so that its history with Duquesne does not reflect the overall creditworthiness
of the EGS's operations (i.e. - the history with Duquesne may be superior to the
history with other creditors). MAPSA's comments (including the proposed tariff
revisions) should be rejected.

SEL comments that Duquesne's letter of credit requirement is unwar-
ranted because EGSs already post security when required under the EDC OATT, and
that the requirement is discriminatory. SEL Comments at 12-13. SEL's comments
miss the point. Duquesne reiterates that its credit requirement is intended to cover
the Company's exposure when an EGS defaults on its obligations to supply power
and is not intended to duplicate the OATT requirements. Second Compliance Filing
at 8 -9.

5. Scheduling Issues

SEL alleges that one-hour ahead scheduling is feasible on Duquesne's
system, Duquesne should provide forecasts that EGSs can use as guidelines for
determining the amount of power to deliver on an hourly basis, and that Duquesne
should provide its forecast by 7:00 A M. the day before the forecast applies. SEL
Comments at 3-4. Duquesne reiterates that its scheduling procedures comply with
NERC and ECAR scheduling guidelines and good utility operating practices. In
accordance with these guidelines, Duquesne normally accepts scheduling changes
with two hours notice, except during an emergency situation, when Duquesne will

accept scheduling changes with less than two hours notice. See Tariff Rule 7.3.
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Duquesne objects to SEL's request that the Company provide a
forecast by 8 a.m. SEL has provided no valid reason for its proposal. At the same
time, no other party has urged Duquesne to move the forecast to 7:00 a.m. Duquesne
also believes SEL's revision is unnecessary given that the EGS may continue to
modify its schedule pursuant to Rule 7.3.

6. Consymption Energy Imbalance

SEL alleges that it is insufficient for Duquesne to simply provide the
data used to calculate Consumption Energy Imbalance and instead Duquesne should
provide its methodology an;i algorithms. SEL Comments at 4-5. SEL's request goes
beyond the scope of the Commission's Order. The Commission stated that EGSs
"should be able to see how their bills are calculated." Compliance Order at 52.
Duquesne's proposal accomplishes that goal. The monthly bill will contain all the
data in sufficient detail so that an EGS will be able to calculate in duplicate its bill.
SEL's request should be rejected.

7 Imbalance Charge

SEL offers an alternative to the Commission-approved use of the
OATT protocol. SEL Comments at 5-12. SEL's proposal should be rejected because
Duquesne's rate for energy imbalance is provided under Duquesne's FERC-approved
tariff. Duquesne further objects to the characterization of the imbalance charge as a
"penalty" because in reality it is a charge the FERC determined to be just and

reasonable.



8 Electronic Data Transfer Standards

SEL complains that Duquesne has not specified the charge against an
EGS for sending erroneous data more than once. SEL Comments at 13. SEL's
complaint is misdirected. Duquesne's proposal mirrors the language adopted by the
EDEWG, and SEL's comments should be directed towards the EDEWG. This
Compliance proceeding should not be used to reopen analysis of Commission
directives in generic proceedings.

SEL also states that Duquesne should forward funds received from
Customers within three days of receipt because the current proposal is inconsistent
with the Competition Act. SEL Comments at 13-14. SEL is incorrect. Neither the
Commission nor the EDEWG determined that an EDC must forward funds within 3
days of receipt. Rather, as Duquesne previously stated, the Company only is
obligated to forward funds within 25 days of receipt of billing data. See Standard for

Electronic Data Transfer and Exchange Between Electric Distribution Companies

and Electric Generation Suppliers, Docket No. M-00960890F 0015 at 14-15 (August

13, 1998).

9. MAPSA's Proposed Tariff

MAPSA proposes a revised Supplier Tariff without explanation of
the changes contained therein. MAPSA Comments at Appendix A, MAPSA's
provides a "red-lined" version of PP&L's tariff and MAPSA's proposal. However,

MAPSA fails to compare its proposal with Duquesne's Second Compliance Tariff.



MAPSA summarily requests that, to the extent its proposed language differs from
Duquesne's Second Compliance Tariff, the Commission should adopt its language.
MAPSA Comments at 4. Without either adequate explanation or reference to
Duquesne's Second Compliance Tariff, it is impossible for Duquesne, the Commis-
sion, or interested parties to determine exactly how MAPSA's proposal differs from
Duquesne's, and to understand the intent or relevance of MAPSA's changes.

For example, MAPSA's proposed tariff includes a "red-lined"
definition of "Pre-Schedule.” MAPSA Appendix A at 7. Beyond the fact that the
importance of the definition is not readily discernable, this term is not incorporated
into Duquesne's Second Compliance Tariff. MAPSA's proposal also revises PP&L's
Load Forecasting protocol, but it is unclear how this would vary from Dugquesne's
proposal. MAPSA Appendix A at Rules 4.9 and 6. Therefore, Duquesne recom-

mends the Commission disregard MAPSA's proposed tariff.
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WHEREFORE, Duquesne's Second Compliance Filing should be

accepted without modification or condition for the reasons stated above.

Larry R, Crayne

Assistant General Counsel
Richard S. Herskovitz
Corporate Attorney
Duquesne Light Company
411 Seventh Avenue
Pittsburgh, PA 15219
(412) 393-6049

Dated: September 30, 1998
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I. INTRODUCTION

On September 14, 1 998, the Duquesne Light Company (“Duquesne” or “Company"”)
submitted a Revised Compliance Filing in its restructuring proceeding at Application of
Dugquesne Light Company for Approval of Its Restructuring Plan Under Section 2806 of the
Public Utility Code, Docket No. R-00974101. On September 21, 1998, the Duquesne Industrial
Intervenors (“DII”) submitted Comments on the Revised Compliance Filing detailing many
errors in the Revised Compliance Filing. DI! also identified inconsistencies in the Company’s
Distribution Cost of Service Study (“COSS”) that indicated possible flaws in the study. DII
Comments, pp. 7-8. DII was in the process of obtaining the workpapers and supporting
information for the COSS 1n order to analyze the inconsistencies. Upon further review, DII has
identified a clear error in the Company’s treatment of income taxes in the COSS. DII submits

these Supplemental Comments to explain in detail the error.



II. SUPPLEMENTAL COMMENTS
A. Duquesne’s Distribution COSS Inappropriately Assigns Income Tax Responsibility
and Improperly Inflates the Distribution Revenue Requirement for Rates HVPS
and L.
As noted in DII’s September 21, 1998 Comments to Duquesne’s Revised Compliance
Filing, certain inconsistencies exist in the Company’s distribution COSS that seem to indicate
flaws in the study. First, the ratio between the Rate L and Rate HVPS distribution revenue

requirements is vastly different than the ratio between the Rate L and Rate HVPS distribution

rate bases. DII Comments, pp. 7-8. Second, the amount of income tax assigned to Rate HVPS is

drastically higher than the amount assigned to Rate L, despite the fact that Rate HVPS earns a
negative return on equity. Id. at 8. Based on the unexplained existence of these anomalies, DII
requested the workpapers and other supporting information from the Company to verify the
accuracy of its distribution COSS. DII did not receive that information in sufficient time to
analyze and include a position in the DIl Comments. Consequently, DIl requested the
consideration of the Commission to submit Supplemental Comments.

Subsequently, DIl received the supporting information and completed a sufficient
analysis to identify a major flaw in the COSS. DII attaches the affidavit of Mr. Stephen J. Baron
explaining DII’s analysis as Exhibit A to these Supplemental Comments. See Exhibit A,
Affidavit of Stephen J. Baron (hereinafter, “Baron Affidavit”). In general, the identified flaw
emanates from the Company’s calculation of the income taxes assigned to each Rate Schedule in
determining the distribution revenue requirement. This flaw results in an unreasonable and
unjustified inflation of the distribution revenue requirement (and the resulting distribution rate)

for Rate Schedules HVPS and L.



The Company used an inappropriate allocation factor to calculate the amount of income
taxes assigned to the distribution revenue requirement for each Rate Schedule. As explained in
Mr. Baron’s affidavit, the Company used different allocation factors to assign different
categories of costs to the Rate Schedules in its COSS. See Baron Affidavit, § 8. These
allocation factors are calculated based on the proportion of a type of cost assigned to the various
Rate Schedules compared to the Company total for that type of cost. For example, the
“Distribution Plant Factor” (Allocator 102) is based on the relative proportion of distribution
plant assigned to each Rate Schedule in comparison to the Company’s total distribution plant.
Similarly, the “Production, Transmission, Distribution Plant Factor” (Allocator 103} is based on
the portion of production, transmission and distribution plant assigned to each Rate Schedule in
comparison to the Company’s total production, transmission and distribution plant. The basis for
and calculation of the various allocation factors is set forth in the Company’s distribution COSS.
The relevant page is attached to Mr. Baron’s affidavit as Attachment 5. See id., Attachment 5.

The distribution COSS is, of course, the analysis used to calculate each Rate Schedule’s
distribution rate that will be in effect until June 30, 2001, under the Competition Act. In
assigning the relative proportion of distribution-related income taxes that will be recovered from
each Rate Schedule’s distribution rates during this period, the Company used the blended
allocation factor for production, transmission and distribution plant (Allocator 103) rather than
the allocation factor based solely on distribution plant (Allocator 102). Id. 4 8-10. The more
appropriate allocation would base distribution-related income taxes on the distribution-only
allocation factor. 1d. The use of the blended allocation factor is an error and must be corrected
by the Company in a further revised compliance filing.
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The use of the blended allocation factor (Allocator 103) overstates the amount of income
taxes properly allocated to Rates HVPS and L. Rates such as these take service at higher voltage
levels and have relatively lower levels of distribution plant. For example, as shown on
Attachment 5 to Mr. Baron’s affidavit, Rate HVPS has a distribution plant allocation factor of
0.914%, but a blended production, transmission and distribution plant allocation factor of
5.653%. See id., Attachment 5. The misallocation of income taxes to the HVPS distribution
rates because of the use of the blended allocation factor results in the distribution revenue
requirement (and resulting rates) for HVPS being 23% higher than if the proper distribution
allocation factor is used. Seeid,, % 11, Attachment 6. This is a significant increase in
distribution rates that must be corrected by the Company through submission of a further
compliance filing using the proper allocation factor for distribution-related income taxes in
formulating the distribution COSS.

In assigning income tax responsibility, the Company’s distribution COSS uses an
inappropriate blended allocation factor based on production, transmission and distribution plant
rather than a factor based solely on distribution plant. This error drastically increases the amount
of income taxes assigned to Rates L and HVPS and, consequently, inappropriately increases the
distribution rate for those Rate Schedules. This constitutes an impermissible inter-class cost

shift under the Competition Act and must be corrected. Duquesne must be directed to submit a

further revised compliance filing containing proper distribution rates.



III. CONCLUSION
WHEREFORE, the Duquesne Industrial Intervenors respectfully request that the
Commission order Duquesne Light Company to submit a further revised compliance study
reflecting distribution rates consistent with these Supplemental Comments and the additional
concerns raised in DII’s September 21, 1998 Comments.
Respectfully submitted,

McNEES, WALLACE & NURICK

o, Pohme 0. Pl 5,

David M. Kleppinger
James P. Dougherty
Pamela C. Polacek

100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
(717) 232-8000

(717) 237-5300 (fax)

Counsel to the Duquesne Industrial Intervenors

Dated: October 8, 1998
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AFFIDAVIT OF STEPHEN J. BARON

STATE OF GEORGIA
COUNTY OF FULTON

Before me, the undersigned Notary Public in and for the County of Fulton, State of
Georgia, personally came and appeared Stephen J. Baron, who was sworn by me and attested

to the following facts:

1. I am the President and a Principal of J. Kennedy and Associates, Inc.
("Kennedy and Associates"), a firm of utility rate, planning and economic consultants in
Atlanta, Georgia. Kennedy and Associates provides consulting services in the electric,

telephone and gas utility industries.

2. I have more than twenty-three years of experience in the electric utility
industry in the areas of generation planning, economic analysis, load and energy forecasting
and cost analysis. I have a Bachelor of Arts Degree from the University of Florida (1972)
and a Master of Arts Degree in Economics (1974) also from the University of Florida. My
areas of specialization were econometrics, statistics, and public utility economics. I have
been employed by the Florida Public Service Commission; the Utility Rate Consulting
Division of Ebasco Services, where I was a Vice President; the firm of Coopers & Lybrand,
where [ was a Manager in the Utility Regulatory and Advisory Services Group; and as a

Principal and co-founder of the firm of J. Kennedy and Associates, Inc.
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3. During the course of my professional career, I have testified as an expert in
more than 100 cases before the FERC and twenty-two State Regulatory Commissions,
including more than 30 appearances before the Pennsylvania PUC. 1 have presented

numerous papers and published articles in Electrical World and Public Utilities Fortnightly

and have authored a study for the Electric Power Research Institute on "Load Data Transfer

Techniques."”

4, [ have presented expert testimony on the subjects of electric utility
restructuring, system planning, load forecasting and cost analysis, cost allocation, rate design,
and regulatory policy issues. I have participated and testified in each of the major electric
utility restructuring proceedings in Pennsylvania, including Duquesne Light Company

("Duquesne" or "Company") Docket No. R-00974104.

5. Having obtained some, but not all, of the workpapers supporting Duguesne’s
Second Compliance Filing of September 11, 1998, I have now been able to identify the cause
of the apparently incorrect allocation of income tax expense in Duquesne’s distribution cost

of service study.

6. In a previous affidavit, I identified concerns associated with the income tax
values shown on Schedule A of Duquesne’s Compliance Filing, which contained the
summary results of the distribution cost of service analysis. In the affidavit, I noted that the
total income taxes for Rate Schedule L were $231,477, while the total income taxes for Rate
Schedule HVPS were $821,181. This is despite the fact that the total revenue requirements
for Rate Schedule L were more than two times greater than they were for Rate Schedule

HVPS distribution cost of service and, the rate of return for Rate Schedule L is 6.33% vs.
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0.83% for Rate Schedule HVPS. A reproduction of Schedule A from Duquesne’s Second

Compliance Filing is attached to this affidavit as Attachment .

7. Attachment 2 to my affidavit shows the calculations necessary to arrive at
Dugquesne’s income tax level (for distribution) at a 0.83% rate of return for Rate Schedule
HVPS. As shown on Attachment 1 (from Duquesne’s Second Compliance Filing), HVPS
income taxes have been calculated to be $821,181. As can be seen in Attachment 2 to my
affidavit, this $821,181 value is derived by utilizing the income taxes from Duquesne’s
original filed cost of service study at a 9.61% rate of return (as contained in Exhibit JAL-1C,
page 6 of 6), and subtracting the tax effect of the rate of return differential based on the
difference between 9.61% (the original Duquesne ROR request) and the actual earned ROR
(per the Commission order) contained in the Company’s Second Compliance Study of 0.83%.
Thus, the starting point for the income tax calculation in the Second Compliance Filing of
$821.181 is Duquesne’s original filed cost of service study. A copy of Exhibit JAL-1(C),
page 6 of 6, is contained in Attachment 3 of this affidavit. This is from Duquesne’s original

filed COS.

8. As I will demonstrate, the error that Duquesne has made in its Second
Compliance Filing distribution tax calculation is derived from the calculation of income taxes
in the original COS study (at a 9.61% rate of return). Since this was the starting point for
computing the income taxes in the Second Compliance Filing (using a rate of return of
0.83%), the Second Compliance Filing also contains this error. Attachment 4 to my affidavit
contains Exhibit JAL-1(B), page 21 of 23 of Duquesne’s original filed cost of service study
in this proceeding. The third column on this exhibit shows a series of numbers ranging from
100 to 110 and represents the allocation factor used to allocate the particular cost item.
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Focusing on FERC Account 409, federal income tax, and Account 409, state income tax, it

can be seen that Duquesne has allocated the distribution portion of income taxes using

allocator 103.

9. Affidavit Attachment 5 shows the basis for each of the allocation factors used
in Duquesne’s original cost of service study. As can be seen from this attachment, Allocator
No. 103 is based on the sum of production, transmission and distribution plant. The problem
with using this allocator is that it substantially overstates the income taxes associated with
distribution facilities for some rate class, principally rate classes that take service at higher
voltage levels and that have relatively lower levels of distribution plant, such as Rate

Schedule HVPS and Rate Schedule L.

10. Effectively, Duquesne has assigned federal and state income taxes associated
with distribution service on the basis of the total level of production, transmission and
distribution plant for the rate schedule. Clearly, for Rate Schedules HVPS and L, this
overstates the amount of income taxes that should be assigned to the class. This is
particularly problematic for Rate Schedule HVPS because these customers take service at
very high voltages and thus have a relatively small proportion of distribution plant. On the
other hand, Rate Schedules HVPS and L have a relatively high proportion (compared to their
overall revenue requirements) of production and transmission plant. The effect of
Duquesne’s misallocation of federal and state income taxes is to overstate distribution
revenue requirements and understate production and transmission. This error has continued

in the Company’s Second Compliance Filing.
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11.  Affidavit Attachment 6 summarizes the impact of this error on the distribution
revenue requirements for each rate schedule. For Rate Schedule HVPS, correcting the error
in income tax allocation would result in a 23% decrease in the distribution charge for HVPS,

as compared to the Company’s second compliance filing proposal.

Bk Buo-

&&lphen J. Baron

Sworn to and subscribed before me on this
7th dgy of October 1998.

Natary Public, Cobb County, Georgia.
My Commission Expires January 25, 2001
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Adpatment dff bet COS snd Stal Aats 1,830,456 10.924 1,918,572 12,591 1,156,476 28,014 (313.424) 56,080 234,862 232,803 511,170 181,375 %)) 89.747) (105.882) 482 18,004
*, Othen 14,108,307 4,118 14,104,188 50,463 5.443,764 480,974 3,584,237 433,803 2,003,068 08,830 975 566 128,868 20 210,327 472457 3,308 10.372

Tolsl Reverues 264,481,220 88522 264372708 823,888 124,420,324 5521215 64,412,478 5502786 32,448,241 3805256 11977570 51822337 345 1,313,288 8538830 61,711 5452382
Dbinton O&M Expana 108,272,038 16,781 108,255258 430603 57858192 3904535 23957356 2343615 B,833528 1015326 3486,208 3,100,161 173 1015945 2176803 20489 11231
D Dop. and A 42810032 12,322 42,897 699 149830 15672088 1429271 10,202 401 1,266,816 8,001,875 MNT5E71 2,948,805 383,559 81 1,088,050 2488127 10071 N 477
Taxes other than Income and GRT 7.670,821 5,497 7665324 26,8068 2,430,508 257,743 1,852,315 228,040 1,366,924 229,283 833,188 389,754 10 45,835 88,077 892 4,681
intarusl Expense 34,236,348 10,318 34,226,030 123,212 12,118,278 1,178,101 B.784628 1,072,739 5,030,602 768,205 2483892 320,107 48 408,712 805,532 7.848 25,230
Aduatment o COS inteisst Q 0 a 0 0 0 o) [} [} 1] [} 0 0 o 4] o} 0
Grous Receipts axes 11,433,668 3,382 11,430,286 35,017 5,422,682 230,780 2,814,051 230,719 1,390,483 141,008 482,842 224,233 15 54,094 378,037 3,587 23,841
1,630.498 10,924 1,916,572 12,501 1,156,478 26,014 313,424 56,080 234,682 K 511,170 181,376 105,882 16,904

Experaes 206,453 402 58,234 208,394,168 777850 85856307 7027444 47397325 5,188,010 22857884 3,304,284 10545885 4,819,188 05 2523489 59027685 43,559 21483
Tuzable Incame 58,007,827 29.288 57,978,540 46,010 28,464,016 (1.506,229) 17,015,151 304,776  9,591.457 300,871 1,431,588 583,148 40 (1,210201) 2500,135 38,152 330.529
Taxes al platutory 1ate 24,060,478 12,153 24,057,325 18,001 11,8107 (624,087) 7,080,182 126,462 3,979,831 124,884 584,015 233,670 18 (502,155) 1082622 15830 137,148
Adjxt {COS leaa calculated) (Fired) 57,810,057 87,718 57,742,341 202,725 14630792 2018711 14480123 1652342 12148947 2,170,323 4981,789 5,653,932 2 (6,549} {221,232 1,358 31,089
Othar Income taxes (84.779.064) (63.484) (84.715.580) (229.920) (18,302,212} {2,267.938) (16.306,348) (1,805454) (12.703,302) (2.214171) (5,344,326) (5,068.421) 0 (163,893} (180,088)  (4,535) (37.572)
Totud Incoma Taxes 17,100 471 16,385 17,084,086 (7.504) 8,139,296 (876.214)  5.233.856 (118,650}  3.425.477 81.038 2N 477 821,181 5  (672,598) 681,301 12855 130,685
Preferred Dividends 5,853,052 1,764 5,851,289 21,084 2,242,981 201,579 1,501,821 183,386 860,033 131,233 424612 54,728 8 89,873 154,810 1,358 4,313

retum available for Common 35,054,304 11,139 35,043,165 32,448 18,082,359 (831.595) 10,279,374 235,030 5305947 88,6803 775496 (3t2,758) 27 (6D7478) 1773024 24,138 195,551
TARGET ROE by Rate Class (caic} 10.91% 11.50% 10.81% 281% 14.68% -T1.51% 12.47% 2.368% 11.24% 1.23% 3.33% A04H1%  5.76% -15.83% 20.86% 32.36%  B2.57T%
TARGET ROR by Rate Class Input 0.37% 9.61% 9.37% 8.12% 10.88% 1.98% 10.00% 5.95% 2.50% 5.49% 6.33% 0.83% 7T.31% -1.35% 13.36% 17.97% 3.10%
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Analysis of Second Compllance Filing

Duquesne Light Company

Rate HVPS Income Tax Calculation - Distribution COS

1 Dist Taxes - Original COS @ 9.61% ROR
2 Taxes other than income (dist only)
3 Income Taxes @ 9.61% ROR

4 Distribution Rate Base

5 ROR - Original COS

6 ROR - 2nd Compliance Study

7 Difference

8 Income effect

9 Revenue Multiplier
10 Revenue Requirement Effect
11 Taxes on income effect

12 Updated Taxes @ 0.83%

13 Taxes Per Compliance Filing

1,687,847
399,754
1,288,093

7,496,657
9.61%
0.83%

-8.78%
(658,354)

1.70921
(1,125,267)
(466,913)

821,180

821,181

Ex. JAL -1C, page 6 of 6
Ex. JAL -1(B), page 21 of 23
Row (1) - Row (2)

Ex. JAL -1C, page 6 of 6

Schedule A, 2nd Compliance Filing
Row (5) less Row (6)

Row (7) times Row (4)

1/(1-tax rate)

Row (8) times Row (9)

Row (10) times tax rate (41.4935%)

Row (3) + Row (11)

Schedule A, 2nd Compliance Filing
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Dlswibistion Plant In Sevice
lsge Acourmisied Deprecietion
Nat Disvbution Plant

Additvocs To Het Dlatrloution Plem
Land/Plant Held For Future Uss

CWIP

Dudodtions To Met Dlawibsyion Plant
ADIT

Dists Bution Aate B

Adjustmants To DiswRution Rete Base
Aate Basy Adjusted For Rstemaking
Ratura on Rets Base

Oletrution (* & M Expenes
Datribution DeprecistionsAniot lization
Toxse

Dintrisution Asvenus Negquiement

less O11-Bystem Gulee Raverus
laay Othae Reverus

Terat Aatall Dishioution Cosl

- -
Totw FERC rA PUC
Uttty JduRmH. JuBIs. Ba
1,341,040,804 301,541 1,341,255.283 4,790,850
14224801261 ULL2OT) 4 1511411
B14,156,608 274,434 912,882,372 3,287,448
o, o 0 -0
o ] e ]
(108,945,707) (31,6021 (109,813,805 {309,602}
605,211,615 242,831 804,809,300 2.807.765
13,423,008) 1909)  (3.422.007) (17,248
BO1,78R,013 241,602 601,848,381  2.885.52\
71051878 20,221 77,028,607  277.299
100,272,000 15,781 104,255,256 430,803
42,910,002 12,202 42,607,009 149,630
70,124,555 21,882 26,102,673 50,020
5430450 20 ME.181
0. 0 0 0
UAIAINN WS OLIGLIEE (50463
240,750,145 70087 240,180,047 897,898

517,881,409

UBZIB0.0A2)
3%0,530,%20

o
0

142,037,202
308,493,524

£1.320,785)
W07V,
28,518,300

57,858,192
15,872,086
7.100,578
111,138,152
o

[5.443. 784)

105,894,383

COST OF SERVICE STUDY
(1996
Distributbon 003 Sutunary
a aaiam amy

45,730,804 340,647,497 41,253,080
114,284,375} 207252001
1,444,420 234,278,407 20,577,014
0 0 ]

Q ] ]
13,794,9201 127,077,847 12,349.0875)
27,730,300 204.580,%80 25,?27.1)39
118,088} 1848, 8201 {105,254
23,003,804 205,720,840 25,122,680
2,053,807 19,770,591 2,414,280
3,904,535 23,957,350 2,342,015
1,428,271 10,202,400 1.200,818
B4 0,822,255 73,854
B.H81.592 £#0.5%2.504 0:7A0.820
L] Q. 1}
AR0.874]  {3.094.200t ©  {432.800
8300620  Sn.90BI70 6,354,972

L e 4 - - - e
o T ] L HYPR Al [ 14

190,484,203 20,170,804 @2,772,857 12,267,288 1,801 20,001,34%
123,760,575 20,434,575 05,830,193 3,524,044 1,308 11,240,002
0 0 0 o o0 0
o o 0 6 o o
(15,407,650) (2,360,075) |7,533,4201 (996,139 1154) (1,624,270)
119,255,679 1,085,201 SRAD2,775 1,527,955 1,155 9,922,732
WE5,001) (74,4441, (239,095 (31,2080 (S {51,000
112,812,688 17,890,757 0,166,080 7,486,057 1,150  £.571,702
1,321,708 1,720,812 5,505,780 720420 110 815,64)
8,020,628 1015378  3.498,208 1,100,181 173 1,015,045
900,073 912,51 2,948,905 393,559 61 1,086,050
4861,207 835,683 2,298,378 1L.AE7E47 34 118,813

3L038.210 4.487.48% 14241248 G.B0LA8O 370
o 0 o o o .o
(2.00.088)  L20MLAI0 18755800 (12A.858) 20) {210.327)
79,035,142 4,100,061 13,265.603 5,772,999 358 2,930,321

- v -
Exhibit JAL - 1{C}
Page 8 ol 6
TAAFFIC
1.] BH aanALl
44,520,857 34,507 989,322
24,000,860 212,473 673,409
[} 0 []
0 [ 0
13,840,358 (25,5451 {80,002
21,321,501 180,826 503,376
114,829 180 12,57
21,200,871 180,325 590,058
2,037,980 17,087 58,762
2,178,603 20489 1H12,91
2,408,927 30,07 AT
200,281 2,014 16,277
0802381  $1.071 214847
L] 1] [}
0,434,730 47781 208475
jra ]
3
Qo
D K-
t
o
[
B
Fh
1
[ o
0}
>
&
(¢] -
-]
o
]
=
D




I
Exhibit JAL - 1 {B}
‘ COST OF SERVICE STUDY Page 31 023
\ {By FERC Account - 1996)
|
' FERC Total FERC PA PUC TRAFFIC
i ACCT Description of Account Atility JURIS. JURIS, BA [t RY GSIGH GMH GL Gl L HYPS AL SE sM SH  SIGNALS
Taxes (P262)
408 Texes Other Than Incoma Taxes 44,083,033
| Production 10 35,017,905 25,740 35,602,255 125,515 11,381,088 1,206,861 9141555  1087.778 8.400,511 1,073,599 2,964,760 1,671,818 47 213,681 417,097 4646 2338
| Transmission 110 474,247 340 413817 1,857 150,282 15,934 120,854 14,058 84,504 14,174 38,143 24,713 1 2821 5507 &1 08
Distribution 10 7,870,821 §,407 7,685,324 26,608 2,430,508 257,743 1.95231% 228,040 1,366,924 229,283 633,168 369,754 ] 45635 89,077 892 4,981
409 Federal Incoma Tax 93,003,328
Produciion 103 73,568,904 55,728 73,513,256 266,348 22,897,188 2,488,417 16,633,447 2,183,891 13,230,317 2,238,659 5,043 820 4,158 994 86 451,633 B04,027 8,826 47,014
Transmission 103 2,183,457 1,654 2,181,803 7,608 679,584 73,260 553,023 64,226 392,663 66,441 179,375 123,432 3 13,101 26,831 262 1,385
Distribution 103 17.250.887 13,087 17,237,820 80,110 5,369,203 578,809 4,369,280 507 425 3,102,322 524,934 1417190 975,202 22 108,245 2$1,982 2,069 11,024
409 State Income Tax 34,345,324
Production 103 27,169,180 20,580 27,148,800 64,670 8,456,154 911,591 8,881,371 789,168 4,885,984 B26,741 2,231,985 1,535,888 35 170,482 333,859 3,259 17,362
| Transmission 103 808,355 611 805,744 2,810 250,872 27,085 204.232 23,118 145,011 24,537 55,243 45,584 1 5,080 9,808 a7 515
| Distribution 103 6370.789 4826 6,385,963 22,189 1,982,858 213,755 1,643,58¢ 187,383 1,145,694 193,859 52331 360,144 8 39,876 78,285 T84 4,071
| 410 Deferned income Tax {26,940,324)
| Production 100 (30241.939)  (29509)  (30,212,430) (108967)  (8544302) (1,058,788)  (7.812,384)  (BB4,B15)  (5930,500) (1,033,745  (2485002) (2,365,167 42}  (78,523) (84,099) (2237  (17.848)
i Transmission L] 370,933 348 370,588 1.007 56,347 7.656 7,211 8, 78,444 13,455 48,536 29,454 0 206 % & 252
Distribution 117} 2930877 855 2,029,822 10,483 1,130,817 95,911 Tha 543 0,111 416,081 63,737 202 651 26,796 4 43681 88,142 887 2,185
410 Deaferred Siats Incoms Tax 1,014,841
Proguction 100 802,176 783 801,992 2,840 226,810 28,108 202072 23480 157,428 27,4401 66,233 62,784 1 2,051 2,232 59 458
Transmission 161 23,826 22 23,803 85 5,578 485 8,244 803 4810 864 . 3118 1,882 a 13 15 1] 16
Distribution 102 188,240 55 188,185 673 72,633 8,417 47,823 5788 26,728 4,054 13018 1,721 4] 2,808 8,304 44 138
411 Incomes Tax Deferrad In Prior Yaars (38,611,485)
Production 100 (26.561,004)  (28200) (28,932,744} (I02.455)  (8,1B2.388) (1,013942) (7200852}  (BATAXY)  (SB79.30T)  (989.960)  (2,380.410)  (2,264,987) (40} (73,282) (80537)  (2,142) (16,900}
Transmission 101 (858,535) (816} (858,725} {2,334) {201,241} (17,508) (225,257) {21,753) {177,136 (31,178) {112,487} {68,251} (0} 4 (524) 14) (585
Distribation 102 (8.760,648) (1.882) (8,788,984) (24,200} (2.620,322) (231,514) {1.725,250)  {208.,808) (964,164) (147.641) {469,583) {62,083) 0y (1012400  (227.414) (1,592) (4.992)
411  Amortization of Invastmaeni Tax Credils (7.833,43Y)
Production 100 (6,200,523) (8,050) (6.184,472)  (21,936)  (L751,843)  (217,084)  (1.860,772) (181,438}  (1,215934) (211,949} {511,570) (484,032) 9 (15,580) (17,.243) (459) (3618)
Transmission 101 (184,026) (173) {183,852) (500) (43,085} {3,748) 8,227 {4,657) {37,925) (6,675} {24,078) (14,813} 1] {102) (112) 3) {125)
Distribution 102 (1.453,835) (424) 1,453,510 (5,200 (561,008) (49,567} (369,374) (44,708} (206,427) {31,620 (100,537) (13,284} @ (21,675) (48,689) (341) (1,068)
411 Gain From Cispasal Of Allowances {228,313)
Production 100 (178.,022) (175) (178,847 (833 (50.579) (6,268) (45.063) (5,238y 35,107} (6,119) (14,770} (14,001) ) (453} (498} 13) (104
Transmission 101 (5.313) ® {5,308) (14) (1,244 (108) (1.382) (134 {1,095) (193) (695) (422) © (3} 3 (0} [
Digtritastion 102 {41.978) {2 {41,966} (150} (18,187 (14313 {10.66%) (1.281 1L.0603 913) (2503 (284) m (626}
Tota! Ali Taxas 100,810,921 82,707 100,748,214 348,290 33,148,967 3,205,842 25,679,058 2,984,848 17,181,975 2,841,775 8,311,515 4329932 1_21 818,912 1,722,967 14,962 87,048
Tolal All Taxes - Class Percentage 100% 0.0622% 99.9378% 0.3455% 32.8823% 3. 26594% 25.4725% 2.9608% 17.0438% 28169% 8.2447% 4.2951% C.000T% C.8133% 1.7091%  0.0148% 0.0574%
Total Taxes Summary
Production 71,678,447 36,837 71,837 810 247 383 24.432,115 2,318,892 18,350,275 2,135,405 11,813,390 1,924,657 5,895,965 2,500,206 69 681,880 1,474,339 11,938 49,696
Transmission 2,809,918 1,888 2,807 931 10,268 927,672 102,925 708,528 85487 487,377 81,426 199,174 141,789 4 21219 41,848 409 1,714
Distribution 26,124,555 21882 80620 1788.579 074124 £.622 255 183934 4,881.207 830,603 2216378 1687847 4 116813 206261 2614 16,277
Totel 100,810,821 82,707 100,748,214 348,200 33,148,967 3,295,542 25 878,058 2 984 BAS 17,181,975 2,844,775 8,311,515 4,328,932 127 B19.912 1722967 14,962 67946
>
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Allocator Offset Number s==arspeas=seaoxeh

Allocalor
Number

Description

LU oCc S
* Sum Production Plant
100  Production Plant Factor

* Sum Transmission Plant
101  Transmission Piant Factor
* Sum Distribution Plant
102 Distribution Plant Factor

* Sum Prod, Trans, Dist Plant
103 Prod,Trans,Dist Plant Factor

* Sum Produclion O&M Expsnse
104  Production O&M Factor

* Total Powsr Expense
105 Tatel Power Expense Factor

* Sum Transmission O&M Expsnss
106 Transmission O4M Factor

* Sum Distribatlon OAM Expanss
107  Distribution O&M Factor

* Total Mot Plant
110 Total Reverwo Factor
Steam Producilon Plant Acets. 311-316 Ratlo (P3116)
112 Sum of Account 311-316 Factor
Nucisar Production Plant Accts. 321-325 Ratlo {P3215)
143 Sum of Account 321-325 Factor
Other Production Plant Accts. 341-346 Ratlo (P3415)
114  Sum of Account 341-346 Factor
Transmission Plant Accounts 352-353 Ratlo (P3521)
146  Sum of Account 352-353 Factor
Transmission Plant Accounts 354-336 Ratlo (P154€)
117  Sum of Account 354-356 Factor
Distribution Plant Accounts 361-362 Ratlo (P3612)

118 Sum of Account 381-362 Facior

VERSION: 10/2/9T7 2:33:47 PM

Total

2,366,398,721
100.000%

312,188,756
106.000%

1,233,225,730
100.000%

3,911,611,207
100,000%

341,691,907
100.000%

32,651,933
100.000%

1,112,079
100.000%

33,601,510
100.000%

2417,722.954
100.000%

832,083,588
100.000%

1,482,761,041
100.000%

42,505,725
100.000%

132,931,406
100.000%

116,261,625
100.000%

359,045,676
100.000%

COST OF SERVICE STUDY
(Allocation Table - 1996)

Extibit JAL - 1 (D)
Frem Pages3-4 of 6

] 7 8 9 10 " 12 13 14 15 16
FERC PAPUC TRAFFC
JURIS, JURIS, RA R& RH GS5IGM GMH Gy GiY k HVPS AL SE M sH SIGNALS
2,309,085 2364085636 8,371,583 568,582,333 82845035 595660,714 69243606 464055185 80888437 195238257 85,071,708 3259 5,987,865 6,580,681 175,045 1,380,915
0.098% 99.902% 0.354% 28.253% 3.501% 25.172% 2.926% 19.610% 3418% 8.250% 7.521% 0.000% 0.253% 0.278% D.007% 0.058%
204078 311,892,678 847,900 73,091,533 5,259,087 81,814,322 7,900,816 64,336,635 11,324,125 40848332 24,789,158 90 173,099 150,218 5061 212,303
0.094% 99.906% 0.272% 23.413% 2.031% 28.207% 2531% 20.608% 3627% 13.085% T.540% 0.000% 0.055% 0.061% 0.002% 0.085%
359,802 1232865738 4411052 475546599  42,042559 213302916 37915335 175080817 26,820,438 85,275,511 11,275923 1,748 18,384,996 41,295065 289,165 906,696
0.020% §5.971% 0.358% 38.586% 3.409% 23.405% 3.075% 14.198% 2.175% 6.415% 0.914% 0.000% 1.491% 3.549% 0.023% 0.074%
2863,155 2008040052 15630535 1,217.520471 131,250,685 290777951 115063757 V03,432,638 119,034,000 321,352,100 221,13678% 5098 245455960 48088964 469,271 249980
0.076% 59.924% 0.348% 31.124% 1.355% 25378% 2541% 17.984% 3043% 2215% 5.653% 0.000% 0.627% 1.225% 0.012% 0.064%
337,305 341,354,602 1,075,659 90,110,353 10,247,344 TOATH 296 8,569,180 72993845 12016559 34679968  29,135351 411 837 002 919,814 24476 270,342
0.098% 29901% 0.315% 26372% 2999% 23 259% 2801% 21352% 3517T% 10.149% 2527T% 0.000% 0.245% 0,269% 0.007% 0.079%
32,342 32,619,391 92,215 8,100,353 842,984 7,075,504 880,345 7.450,782 1175036 3,829,361 2,975,747 35 779 85,483 2,275 31,468
0.100% £9.900% 0.282% 24.808% 2.582% 21.669% 2.696% 22.818% 3.599% 11.728% 9.114% 0.000% 9.235% 0.262% 0.007% 0.036%
10.702 11,101,377 30,857 2,859,951 231,420 2,974,410 287.527 2,341,342 412,108 1.240,499 802,128 3 6,299 6922 184 7,726
0.096% 99.904% Q0.278% Y3T% 2.083% 26.767% 2.588% 21.070% 3709% 11.164% B.118% 0.000% 0.057% 0.062% 0.002% 0.079%
2031 38,592,479 148,425 15,496,637 1,415,441 §,685,560 1,041,431 4,708,360 504,223 1,821,942 1,934,363 63 S7T8.508 1,212,158 11,541 34,333
0.023% 99.977% 0.379% 40.145% 3.671% 25.091% 2.698% 12199% 1.306% 4.720% 5.011% 0.000% 1.491% 3.140% 0.030% 0.080%
1517613 2116208341 7400380 671027416 71156479 532,985,816 62956173 377,373,942  63,200382 174,802,157 110,362,211 2,773 12598635 24502016 273923 1,375,037
0.072% 99.926% 0.340% 31.686% 3.360% 25451% 2373% 17820% 2889% 8.254% 5211% 0.000% 0.595% 1.161% 0.013% 0.065%
813,031 831280557 2506363 233290518 20851,161 07619281 24227731 164,853,661 28,537.428 70,470,511 65752785 1,129 2097766 2,305,436 61,327 505,459
0.095% 99.902% 0.349% 28.037% 3.443% 24 951% 25127% 19.812% 3430% 8.469% 7.502% 0.000% 0.252% 0.277T% 0.007% Q.061%
1,445,883  1,481315,158 5278600 420522824 52338,272  IT4,057369 43403672 289285655 506500899 920723237 115365117 2,057 3,758,788 4,130,932 109,880 847,653
0.008% 99.902% 0.356% 28.361% 2.530% 25.281% 2533% 19.510% 3413% 8.142% 7.780% 0.000% 0.253% 0.279% 0.G07% 0.057%
44,382 42,454 343 153,603 12,165,190 1,529,778 10,857,945 4,254,180 8,190,171 1,444,783 5,349,460 3,265,763 60 108,225 118,941 3,154 23,083
0.097% 99.900% 0.361% 23.620% 3.599% 25545% 2551% 19.268% 3399% 7.880% T.6683% 0.000% 0.255% 0.280% 0.007% 0.054%
126,21 132,805,175 353,955 31,374,008 2,729,592 35,065,858 3,391,368 27,616,032 4,860,798 165135708 10,640,565 39 74,302 81,650 2172 91,129
0.085% $9.905% 0.274% 23.602% 2,053% WITI% 2.551% 20.775% 1857% 12.423% 8.005% 0.000% 0.056% 0.061% 0.002% 0.085%
108,457 118,155,128 307,056 26,459,344 2,302,878 29,684,311 2,861,199 23,296,848 4100915 17,938,117 8877138 33 62,688 68,805 1,833 76,383
0.092% 99.905% 0.264% 22767% 1.981% 256.537% 2.461% 20.040% 3521% 15.428% TIH% 0.000% 0.054% 0.055% 0.002% 0.066%
180,074 358,865,602 1,238,624 97,874,483 12,721,867 83217744 10,764,481 64,564,502 8,326651 60,757,637 6,843,227 474 961,105 1,196,162 24,786 173,380
0.050% 99.950% 0.345% 21.287% 3.543% 25.990% 2.998% 17.982% 2319% 16.922% 1.306% 0.000% 0.268% 0.303% 0.007% 0.048%
=
=]
o
g
[1]
=2
—
wh
SHEET NAHI: Allocazion Table (Base Yesr)
Pege 3 of 6

FANGE NaME:



DUQUESNE LIGHT COMPANY

Analysis of Distribution Revenue Requirements
From "Corrected” Cost of Service Study

2nd
Compliance
Rate Schedule Eiling

RA 773,405
RS 118,976,560
RH 5,040,241
GS/GM 60,828,239
GMH 5,068,982
GL 30,446,273
GLH 3,298,425
L 11,002,004
HVPS 5,053,339
AL 325
SE 1,102,960
SM 8,064,374
SH 78,403
TRAFFIC SIGNALS 534,990
Total PA Juris 250,268,519

Attachment 6

Percent

Corrected Difference Difference
775,692 2,288 0.30%
120,824,078 1,847,519 1.55%
5,053,591 13,350 0.26%
60,847,379 19,140 0.03%
5,102,005 33,023 0.65%
29,508,868 (937,404) -3.08%
3,083,468 (214,958) -6.52%
10,680,023 (321,981) -2.93%
3,879,972 (1,173,367) -23.22%
327 3 0.87%
1,316,730 213,770 19.38%
8,589,306 524,932 6.51%
81,239 2,836 3.62%
537,370 2,380 0.44%
250,280,048 11,528 0.00%
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Dated this 8" day of October, 1998, in Harrisburg, Pennsylvania.



University of Pittsburgh

Facilities Management Drvision

3400 Forbes Avenue

Pittsburgh, Pennsylvania 15260
412-624-9500

October 12, 1998 m m&
Commonwealth of Pennsylvania @ @
PA Public Utility Commission

P. O. Box 3265
Harrisburg, PA 17105-3265

To Whom It May Concern: ' - e —

Please add the following name and address to all mailing lists having to do with the
Restructuring Plan Under Section 2806 of the PUC for the following utilities:

Duguesne Light Co. Docket R-00974104
West Penn Power Docket R-00973981
Pennsylvania Electric  Docket R-00974009
Pennsylvania Power  Docket R-00974149 Kap
Mary Rugh

University of Pittsburgh
Facilities Management Div.
Eureka Building \OC KET E
3400 Forbes Avenue ” 98
Pittsburgh, PA 15260 0T 211

016910

If you have any questions, please call me at (412) 383-2250.

N
p

Sincerely,

2ol

Sr. Electrical Engineer
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Transforming the Present - Discovering the Future
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VIA OVERNIGHT DELIVERY RECE|v ED N

James J. McNulty .

Secretary OUT 141998

Office of the Prothonotary

Pennsylvania Public Utility CommissioRA PUBLIC UTILITY COMMISSION
North Office Building SECRETARY'S BUREAU ST,
Harrisburg, Pa. 17105-3265 LU

ol
Re:  Duquesne Light Company Restructuring Case, i OL
Docket No. R-00974104 :

Dear Secretary McNulty:

In accordance with the Commission's May 29, 1998 order on
Duquesne's restructuring plan ("Restructuring Order"”), which approved the proposed
generation auction and required Duquesne to evaluate a potential swap of generation
assets with FirstEnergy Corp. (Restructuring Order at 80-81), Duquesne hereby
submits an agreement in principle between Duquesne and FirstEnergy providing for
the exchange of certain generating assets. )

1. Summary of Generation Exchange

Duquesne is transferring to FirstEnergy its partial ownership interest
in three nuclear and five fossil generating units having a total capacity of approxi-
mately 1400 MW, while FirstEnergy is transferring to Duquesne its ownership
interest in three fossil generating stations having a total capacity of approximately
1300 MW. The assets being exchanged are as follows: Duquesne will transfer to
FirstEnergy its rights and interest in the Beaver Valley Power Station Units Nos. 1 &

-
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2, Perry Unit No. 1, W.H. Sammis Unit No. 7, Bruce Mansfield Units Nos. 1,2 & 3,
and Eastlake Unit No. 5 (together, "DLC Interests"), while FirstEnergy will transfer
to Duquesne its rights and interest in the Avon Lake, New Castle, and Niles generat-
ing stations (together, "FE Interests").’

The generation exchange is structured to coincide with and comple-
ment Duqguesne's auction of all its generating assets, including the Cheswick and
Elrama generating plants. The FirstEnergy fossil generating stations being trans-
ferred to Duquesne will be auctioned together with all of Duquesne's other generat-
ing assets (the only exception being the partial interests being transferred to
FirstEnergy). All the auction protocols and procedures, as set forth in the Generation
Auction Plan dated August 27, 1998, will continue to apply. For example, bidders in
the initial round of the auction can offer to purchase the entire bundle of assets,
including the FE Interests, or can submit bids on separate asset bundles as they so
desire. FirstEnergy has committed to cooperate in and support Dugquesne's auction
process.

2. Benefits of Generation Exchange

Duquesne expects that the generation exchange will benefit
Duquesne's customers in two principal respects. First, the generation exchange will
permit Duquesne to sell assets that should be more marketable than the current
portfolio of assets heid by Duquesne. Currently, approximately one-half of
Duquesne's generating capability consists of partia/ ownership interests in eight

! For convenience, references to FirstEnergy include its subsidiary operating
companies, Ohio Edison Company, Pennsylvania Power Company, The
Cleveland Electric llluminating Company, and The Toledo Electric Company
("FE Subsidiaries"). The FE Subsidiaries are the entities that own the FE
[nterests and are the entities that will purchase the DLC Interests.
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generating units, with Duquesne having operational control of only two of these units
{Beaver Valley 1 & 2). Consequently, without the generating exchange, one-half of
the assets being auctioned would have been encumbered with material restrictions
related to joint ownership and none of the jointly owned fossil interests (Mansfield,
Sammis, and Eastlake) would have conveyed operating control. It is expected that
wholly owned fossil generation will be more marketable than encumbered nuclear
and fossil interests.

Second, Duquesne has secured a financial commitment from
FirstEnergy that will ensure that the net proceeds from Duquesne's generation
auction will be sufficient, at a minimum, to maintain or reduce the level of stranded
cost recovery approved by the PaPUC in its May 29, 1998 restructuring order.
Consequently, the auction can now only benefif customers. By contrast, without
FirstEnergy's commitment, the net proceeds from the auction could have resulted in
stranded cost recovery in excess of the administrative determination of stranded costs
contained in the Restructuring Order. Ratepayers will now be protected from that
possibility and will receive any additional value that results from selling assets that
should be more marketable than Duquesne's current portfolio.

The foregoing benefits to ratepayers can only be achieved, however, if
the Commission provides Duquesne assurance that it will recover its transaction-
related costs. Consistent with auctions held in other states, and as explained in
Appendix G to the Auction Plan, only the nef proceeds from the auction should be
credited to stranded costs (i.e., the purchase price for the assets is adjusted to reflect
transaction-related costs, including tax effects, labor-related costs, the expenses of
advisors, and other transaction-related costs). Particularly pertinent to the generation
exchange are costs associated with terminating the lease agreements for Beaver
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Valley Unit 2 (referenced in Section 3 of the agreement in principle).? Approving the
recovery of such costs will nof harm ratepayers, as they now have a commitment that
the net proceeds from the auction, inclusive of all such costs, will not increase the
level of stranded cost recovery previously approved by the Commission® and,
because the portfolio of assets being sold should be more marketable than
Duquesne's current portfolio, ratepayers are likely to receive significant additionat
benefits from the auction,

Finally, the agreement in principle with FirstEnergy provides that the
parties will cooperate to resolve labor-related matters, including with respect to
union contracts, workforce levels, severance, and employee benefits, in a manner that
treats employees fairly and equitably apportions any related resulting costs between
Duquesne and FirstEnergy. At present, Dugquesne is negotiating with its union to
reach a mutually agreeable resolution of issues affecting the union. As indicated in
the Generation Auction Plan, Duquesne will make a subsequent filing with the
Commission presenting the details of any such agreement with the union or, if such
an agreement is not reached, Duquesne will submit its own plan, which will be
subject to comment by the parties.

2 While the cost of termination has not yet been finally determined, it is not
expected to exceed $90 million.

? The financial commitment from FirstEnergy permits Duquesne to commit to
the Commission that the amount of the Market Value Offset Credit (as
defined in the Auction Plan, Appendix G, at 9) that is to be subtracted from
the stranded cost balance will never be less than zero (i.e., stranded costs will
nof increase from the Standalone Base Case in Appendix G).



James J. McNulty
October 14, 1998
Page 5

3. Procedural Matters

Duquesne has today served all parties to this case with a copy of this
filing, including the agreement in principle with FirstEnergy. Duquesne will be
prepared to answer questions regarding the generation exchange and all other aspects
of the auction plan at a technical conference scheduled for 2:00 p.m., October 21,
1998, in the Commission's Executive Chamber. Thereafter, interested parties may
comment on the generation exchange and all other aspects of the auction plan in their
comments due to be filed at the end of October. Duquesne will file a reply to those
comments as soon as practicable (we anticipate being able to respond in less than 30
days). To facilitate the timely commencement of the auction, Duquesne requests that
the Commission issue an order on the auction plan at the earliest possible date, but
not later than one of its scheduled meetings in December.

Thank you for your attention to this matter.
Sincerely,

I —

John S. Moot
Counsel for Duquesne Light Company

Enclosure
ce: All persons on official service list
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VICTOR A, AOGUE
Vice Prasident and Genaral Counssl

Qctober 14, 1998

FirstEnergy Corp.
76 South Main St.
Akron, Ohio 44308

Dear Sirs:

This fetter confirms the agreement in principie of Duquesne Light
Company ("DLC"), a Pennsylvania corporation, and FirstEnergy Corp. ("FE"), an
Ohio corporation, acting on behalf of Ohio Edison Company, Pennsylvania Power
Company, The Cleveland Electric [lluminating Company, and The Toledo Electri¢
Company (together, "FE Subsidiaries"), regarding the exchange of interests in certain
electric generation facilities (hereinafter "Generation Exchange"). FE shall cause the
FE Subsidiaries to perform all acts described herein as necessary or appropriate to
fulfill FE's obligations hereunder. The terms of the agreement in principle are as
follows:

1. Interesty Exchanged. The Parties intend to exchange the fol-
lowing interests in electric generation assets:

()  DLC will assign, convey, transfer and deliver to the FE
Subsidiaries its rights, title and interest in and to the foliowing electric generation
plants: Beaver Valley Power Station Units Nos. 1 & 2 (subject to Section 3 hereof),
Perry Unit No. 1, W.H. Sammis Unit No. 7, Bruce Mansfield Units Nos. 1, 2 & 3,
and Eastlake Unit No. 5 (together, "DLC Interests"), as described and identified in
Exhibit | hereof.

(b) The FE Subsidiaries will assign, convey, transfer and
deliver to DLC its rights, title and interest in and to the following electric generation
plants: all units located at the Avon Lake, New Castle, and Niles generating stations
(together, "FE Interests"), as described and identified in Exhibit 2 hereof.

DELIVERING.

QuaLiry
EHERGY
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(c)  Each Party will be responsible for the costs of any state
or local transfer taxes associated with the transfer of its real property to the other.

2. Structure of Exchange.

(a)  The Generation Exchange will be structured to qualify
as a tax deferred, like-kind exchange under Internal Revenue Code Section 1031,
The Parties recognize, however, that certain assets associated with the exchange may
constitute nonqualifying property under Section 1031

(b)  The Generation Exchange would be followed immedi-
atcly by DLC's sale of the FE Interests to the winning bidder (" Winning Bidder") in
DLC's generation auction ("DLC Auction"), except as provided in Section 7.

(¢)  FE will indemnify and hold DLC harmless against
claims and liabilitics associated with its temporary ownership of the FE Interests to
the extent such claims and liabilities are not assumed by the Winning Bidder.

3. Beaver Valley Unit 2. DL.C will terminate the Facility Leases’
and will be responsible for all payments and expenses associated with such termina-
tion. DLC will indemnify and hold FE harmless against any claims and liabilities
associated with the termination of the Facility Leases.

4 FE Financial Commitmeni. FE will provide a financial com-
mitment that DLC has determined will ensure that the net proceeds from the DL.C
Auction will be sufficient, at a minimum, to maintain or reduce the level of stranded
cost recovery approved by the PaPUC in its May 29, 1998 restructuring order.

'Facility Leases, such dated as of Seprember 15, 1987, by and among The First Na-
tional Bank of Boston, as Owner Trustee ("FNB") and DL.C (as amended, the "Facil-
ity Leases").
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5. Decommissioning. DLC will be responsible for its share of
nuclear decommissioning costs for the Beaver Valley Power Station and Perry Unit
1. The Parties will cooperate in developing aiternative methods for handling DLC's
decommissioning obligations in a manner that caps such obligations at the total
funding amounts alfowed by the PaPUC in the DLC restructuring order and provides
F'E the atter-tax treatment associated with those funds that are assumed in such order.
Any additional decommissioning costs, or costs associated with spent nuclear fuel or
the disposal or decommissioning of any other nuclear equipment, facilities or prop-
erties of any kind, will be the sole responsibility of FE.

§. Labor.

The Parties will cooperate to resolve labor-related matters, in-
cluding with respect to union contracts, warkforce levels, severance, and cmployee
benefits, in a manner that treats employees fairly and equitably apportions any re-
lated costs between the Parties. The definitive agreements for the Generation Ex-
change shall clearly define and apportion the rights and obligations of the Parties re-
garding these matters.

7. FENOC.

()  DLC will assign, convey, transfer and deliver its right,
title and interest in the Beaver Valley Power Station to FE, including the transfer of
responsibility for the operation and maintenance of the plant to FirstEnergy Nuclear
Operating Company ("FENOC"), and DLC's interest in Perry Unit 1 ("Nuclear Inter-
est Transfer"), as soon as practicable after the receipt of all associated regulatory ap-
provals and the satisfaction of any other condition, as set forth in the definitive
agreements, to such a transfe- including conditions related to the Facility Lease, de-
cornmissioning, labor-related matters, nuclear fuel, and transmission as further de-
scribed Sections 3, 5, 6, 9, and 10 hereof. Such transfers of DLC's right, title and
interest and operating responsibility in or for its nuclear interests will be made as the
conditions precedent for such transfer of Beaver Valley Unit 1, Beaver Yalley Unit 2
and/or Perry Unit 1 are satisfied.
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{(b)  Upon execution of this agreement in principle, DLC
shall provide written notification to FE that it supports the pending Nuclear Regula-
tory Commission application by FENOC to assume operating responsibility for Perry
Unit 1. DLC's support for such NRC application shal) not constitute a waiver of
DLC's right to withhold consent {o the assipnment of such operating responsibility to
FENOC pursuant to the Perry Unit 1 Operating Agreement, dated as of March 10,
1987, such consent to be required and provided upon execution of the Exchange
Agreements described in Section 14,

8. Coaperation in DLC Auction.

(a)  FE will cooperate with DLC in a commercially reason-
able manner to provide for the timely and successful completion of the DLC Auc-
tion, including providing the due diligence specified in Section 15 and designating a
person or persons having engineering and operational familiarity with respect to each
of the FE Interests to be the principal contact person(s) for the auction of the FE In-
terests and causing such person(s) to make sufficient time available for such purpose
as reasonably required by DLC or its consultants or advisors.

(b)  FE agrees that it will not submit a bid in DL.C's auc-
tion.

{c) For any FE employee(s) affected by the Generation
Exchange to whom FE desires to submit an offer of continuing employment, FE shall
disclose the identity of such employec(s) to DL.C reasonably in advance of the date
when bids are due in the DL.C Auction.

(d)  Nothing in this agree 1ent in principle or the definitive
agreements shall be deemed to grant FE any rights with respect 1o, or otherwise to
participate in, the implementation of the DLC Auction.

9. Fuel. Each Party will sell, assign, convey, transfer and de-
liver to the other its rights, title and interest in and to the fuel inventories, including
nuclear fuel in core, associated with the generation interests being exchanged at the
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cost of such fuel inventories. Each Party will also assign, to the extent assignable, all
rights and obligations under fuel contracts applicable to such interests. To the extent
any such contract is not assignable, including leases for nuclear fuel, the Party to
such contract shall agree to resell the fuel delivered under such contract or iease to
the other Party and receive from the other Party the cost of such deliveries onan as-
incurred basis during the term of the contract or lease, provided that no such contract
shall be extended, nor shall any additional nuclear fuel be added to any such leases.

10.  Transmission Facilities. DLC will sell, assign, convey, trans-
fer and deliver to FE (i) the transmission facilities necessary and appropriate to per-
mit the delivery of power from the Beaver Valley Power Station and the Bruce
Mansfield Power Station to the FE transmission system, and (it) any substation and
related facilities as arc necessary to meet Nuclear Regulatory Commission require-
ments for the safe and reliable operation of the Beaver Valley Power Station, pro-
vided that arrangements are made for continued use by DLC of such substation fa-
cilities as are necessary for the integration and operation of its system. The purchase
price for the DLC facilities so transferred shall be equal to the net book costs of such
facilities at the closing date of such transaction.

11.  CAPCO Agreements. All contractual arrangements associated
with the Central Area Power Coordination Group ("CAPCQ"), including the unit op-
erating agreements associated with the DLC Interests, the Transmission Facilities
Agreement, and the CAPCO Basic Operating Agreement, will be modified or termi-
nated so that DL.C shall have no further rights or abligations respecting such agree-
ments and in a manner necessary or appropriate to permit compliance by FE with any
law, regulation or contract.

12.  Property Tax Litigation. As of the date of execution of this
agreement in principle, FF + 1 receive the full benefits, including any refunds, and
shall bear the full costs after such date related to, pending litigation and appeals re-
garding the property taxes for the Perry, Eastlake and Sammis plants, provided, how-
ever, that if the Generation Exchange as to any such unit is not consummated for any
reason, the Parties shall ncgotiate arrangements that place them in the same position
as to such unit, with respect to any such costs or benefits, as if this agreement in
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principle had not been executed. DLC will continue to take all actions necessary in
such praceedings, in cooperation with FFE, until the closing subject to reimbursement
of all expenses upon closing.

13.  Litigation. The Generation Exchange will constitute a full
settlement of all existing and future litigation between the Parties related to their
ownership interests in the CAPCO assets. Following the execution of this agreement
in principle, definitive settlement agreements as to any pending litigation will be ne-
gotiated consistent with this agreement in principle and will take effect on the date of
closing of the Gencration Exchange. In addition, upon execution of this agreement
in principle, the Parties will jointly seek an order of the Court in the current litigation
regarding Eastlake Unit 5 (the "Eastlake Litigation") to stay all proceedings in the
Eastlake Litigation pending the complete execution of Exchange Agreements. Upon
the complete execution of the Exchange Agreements, the Parties will jointly present
to the Court an agreed order which will have the effect of suspending the Eastlake
Litigation while preserving the Parties’ rights to continue the Eastlake Litigation in
the event that the Generation Exchange does not close. If the Generation Exchange
does not so close, DLC shall retain all rights with respects to such litigation, with the
exception being that execution of the Exchange Agreements shall constitute an ir-
revocable waiver by DLC of claims for money damages in the Eastlake Litigation
but not for any other remedy, including the partition or sale of the unit.

14,  Definitive Agreements. Following the execution of this
agreement in principle, the Parties shefl in good faith negotiate as soon as practicable
definitive agreements (together with any related schedules, together the "Exchange
Agreements”) reflecting the terms of the Generation Exchange as set forth in this
agreement in principle and containing such additional terms, covenants, representa-
tions and warranties, assumptions of liability and other conditions as are normal and
customary for transactions o1 this kind. The representations, warranties, covenants
and conditions for FE and DLC are expected to include, but not necessarily be lim-
ited to, those set forth in the Asset Purchase Agreement Term Sheet, attached as Ap-
pendix D to the DLC Generation Auction Plan.
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It is specifically agreed and undesstood by the Parties that the terms
set forth in this agreement in principle do not constitute all of the major terms which
will be included in the Exchange Agreements, that the terms set forth herein are
subject to further discussion, negotiation, and due diligence, and that this agreement
in principle is an expression of intent only and is not intended, nor will it be alleged
by either Party, to create or result in any Jegally binding obligation upon the Partics, -
with the sole exception being this sentence and Sections 7(b) and 23.

15.  Due Diligence.

(a)  Between the date of this letter and the date of con-
summation of the Generation Exchange, FE will (i) give DLC and its authorized rep-
resentatives (including without limitation, its professional and financial advisors and
any qualified bidder in the DLC Auction, together "DLC Representatives"), access
during regular business hours upon reasonable notice to all of the generating plants
constituting the FE Interests and to al! of its books and records associated with the
FE Interests, (3i) permit DLC Representatives to make such reasonable inspections as
it may require, including the performance of Phase [ and Phase I environmental
audits as to the FE Interests, provided that DLC bears all of the expenses related to
such audits and inspections, (ii1) cause FE's officers and those of its subsidiarics to
furnish DLC Representatives with such financial and operating data and other infor-
mation with respect to the FE Interests as DLC Representatives may request from
time to time, and (iv) keep DLC Representatives apprised of material developments
in the operation and maintenance of the FE Interests. As provided in the letter agree-
ment between FE and DLC respecting confidentiality, the information provided to
DLC Representatives will be treated on a confidential basis. DLC will require any
qualified bidder in the DLC Auction to execute a confidentiality agreement providing
similar protections for due diligence information provided by FE to such bidders.

(b)  Between the date of this letter and the date of con-
summation of the transactions contemplated herein or termination hereof, DLC will
keep FE apprised of material developments regarding the operation and maintenance
of the Beaver Valley Power Station and shall otherwise provide FE access to such
information respecting Beaver Valley as is reasonably required for FE to perform due
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diligence for the Generation Exchange. To the extent DLC determines that certain
due diligence information should be provided to FE only pursuant to a confidentiality
agreement, the Parties shall negotiate such an agreement in good faith.

16.  Assumption of Liabilities. DLC shall cause the Winning Bid-
der to assume such liabilities, whether known or unknown, absolute or contingent,
direct or indirect, relating to the FE Interests as arc normal and customary in transac-
tions of this kind, including liabilities relating to DLC's temporary ownership of the
FE Iatercsts. FE will assume such liabilities, whether knawn or unknown, absolute
or contingent, direct or indirect, relating to the DLC Interests as are normal and cus-
tomary in transactions of this kind. Each Party shall indemnify the other against any
claim, and any reasonable expenses incurred by the other party as to such claim, as-
serting that the other Party's execution of this agreement in principle or the Exchange
Agreements constitutes an interference with any contractual obligation of the first

Party.

17.  Representations and Warranties. FE will provide representa-
tions and warranties to DL.C that are normal and customary for transactions of this
kind and the Winning Bidder shall be an intended third party beneficiary thereof.
DLC will provide representations and warranties to FE with respect to the DLC In-
tercsts that are normal and customary for transactions of this kind, provided that rec-
opnition shall be given for the fact FE, not DLC, is the operator of certain of the
DLC Interests.

18.  Covenants. Each Party will provide such covenants as are
normal and customary for transactions of this kind, including, without limitation,
covenants to operate and maintain their respective generation interests in the regular
and ordinary course from the date of execution of the Exchange Agreements to the
closing date of the Generation Exchange.

19.  Conditions. The Exchange Agreements shall include condi-
tions to closing the transaction(s) as are normal and customary for transaction of this
kind, including conditions related to securing necessary regulatory approvals and for
the sbsence of any material breach of covenants, representations or warranties under
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the Exchange Agreements and, furthermore, a condition that the Agreement and Plan
of Merger between DQE, Inc. and Allegheny Energy, Inc. has been terminated and
there is no court order requiring DQE to consummate the transactions contemplated

under said agreement.

20. Interim Operations; Proration of Expenses. The Exchange
Agreements shall include covenants regarding interim operation of the FE Interests
and DLC Interests following execution of such agreements and prior to closing of the
Generation Exchange as are normal and customary for transactions of this kind, in-
cluding the use of prudent utility practice in operating and maintaining such interests,
a fair apportionment of the risk of loss or damage to such interests prior to closing,
and limitations on encumbering such interests or making certain capital expenditures
during such period. The Exchange Agreements also shall include provisions re-
garding the proration of costs and expenses as of the closing date, including as to
property taxes, fuel inventories, etc.

21.  Expenses. Except as otherwise provided for herein, each Party
will bear its own expenses associated with the Generation Exchange, including ex-
penses associated with legal, financial or other advisors retained to negotiate the Ex-
change Agrcements.

22. Termination. If the Parties do not execute definitive Ex-
change Agreements by December 21, 1998, this agreement in principle shail be ter-
minable by either Party upon written notice to the other. Following any such termi-
nation, neither Party will have any further liability or obligation to the other regard-
ing an exchange of generation assets.

23. Public Announcements; Confidentiality.

(a)  The parties agree that this agreement in principle shall
be a public document and, as such, may be disclosed to employees, shareholders and
regulatory bodies as necessary and appropriate. Neither Party, however, shall, with-
out the prior consent of the other, make public statements regarding ongoing nego-
tiations to reach agreement with regpect to the Exchange Agreements.
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(b) FE acknowledges and agrees that DLC will submit
this agreement in principle to the PaPUC for the purpose of abtaining PaPUC ap-
proval of the Generation Exchange, including authorization for the accounting for the
net proceeds from the sale of the FE Interests. It is anticipated that the PaPUC will
be in a position to issue an order regarding this Generation Exchange not later than

December 21, 1998.

24.  Governing Law. This agreement in principle shall be gov-
erned by and construed in accordance with the laws of the Commonwealth of Penn-
sylvania without giving effect to the provisions thereof relating to conflicts of law.

25. Counterparis. This agreement in principlc-may be executed
in two or more counterparts, each of which shall be deecmed to be an original but all
of which shall constitute one and the same agreement.
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If the foregoing cortectly reﬂectslthe understanding between us,
please so indicate by signing and retuming the e:txclosed copy of this lstter at your

carliest convenience
DUQUESNE LIGHT COMPANY

By: /4 : %W

Name: yidhid . 1Req we
Tide: y ¢ Geat w

Agreed to and accepted as of
this 14th day of October 1998

FIRSTENERGY CORP.

By: ; W‘_AJ

Name; r F LOxavpae. K
Title: g, ot o Evvarny G ros’
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Detailed Plant Information

Beaver Valley Station

Plant Description

Beaver Valley Power Station Units 1 and 2 (“BVPS-1" and “BVPS-2") are
located in the borough of Shippingport, Pennsylvania, on the Ohio River
approximately 25 miles northwest of downtown Pittsburgh. BVPS-| began
commercial operation in 1976, while BVPS-2 first generated electricity in 1987.
Each unit is co-owned by Duquesne and First Energy. BVPS-1 and BVPS-2 are
each rated at approximately 810 net MW. Duquesne owns 47.5% of BVPS-]
(385 MW) and 13.74% of BVPS-2 (113 MW). Duguesne currently operates both
units on a 453 acre site. BVPS-1 and BVPS-2 are connected to the 345 KV
transmission system through a switchyard located at the facility.

BVPS-1 is a pressurized water reactor using a steam generator and turbine
generator furnished by Westinghouse Electric Corporation. The balance of the
unit was designed and constructed by Duquesne Light Co., with the assistance of
Stone & Webster Engineering Corporation (S&W).

BVPS-2 is also a pressurized water reactor that uses a steam generator and
turbine generator furmshed by Westinghouse Electric Corporati_on. Stone &
Webster Engineening Corporation (S& W) acted as the principal architect engineer
for BVPS-2.

Beaver Valley Power Station has committed to fuel fabrication contracts
with Westinghouse and enrichment contracts with United States Enrichment
Corporatibn (USEC). Procurement contracts have been established for all of the

company's raw uranium needs through 2000. The fuel is currently purchased by a
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third party and leased to Duquesne. BVPS-1 is projected to have adequate spent
storage capacity through the end of the unit’s licensed life (2016). BVPS-2 is
projected (o exhaust its spent fuel storage capacity in 2012.

‘_ Duquesne intends to sell all station cqixipmsnt, facilities and inventories
with the exception of the land and facilities related to the switchyérds. Duguesne
will transfcr, to the extent possible, all fuel and service contracts, and Duquesne’s
share of fue!l inventories. The new owner will assume decommissioning
implemcntf;uion responsibility and all environmental liabilities related to the land
and other facilities sold. The sale shall include transfer of the NRC issued
operating license for the Beaver Valley units and requires NRC approval of the
transfer.

Low level radioactive waste is hauled away under contract and shipped to
a disposal facility a1 Barnwell, South Carolina. Spent fuel from Beaver Valley
Units 1 and 2 is currently stored on-site pending the opening of a DOE facitity.

In addition to the assets that support plant operation, the remaining
portions of the adjacent Shippingport Atomic Power Station (SAPS) will be
included in the sale. All NSSS portions of the SAPS station were removed by the
Department of Energy (DOE) contractors and the affected area has been retumed
to a natural (radiologically clean) state. There is no spent fuel from the
Shippingport facility remaining on site. Remaining SAPS structures include an
office building, a service building, the turbine building, an intake structure, an

outfall structure, a water treating facility, a water tank, two warchouse buildings, a
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guard house, a visitors center, and several small shed-type structures. Most power

production components within the turbine building remain, including a 100 MWe

Westinghouse turbine-generator set, and 2400v station service switchgear.

Physical Asscts Included in Salc

The physical assets to be transferred to the new owner consist of

Duquesne’s interest in equipment and facilities that are necessary far the

operation of Beaver Valley Units | and 2, and the Shippingport assets. This

includes, but is not limited to, the following:

Westinghouse three-loop, closed-cycle, pressurized water nuclear steam
supply system for BVPS-1

Westinghouse three-loop, closed-cycle, pressurized water nuclear steam
supply system for BVPS-2

1,800 rpm, 22 kv, 3 phase, 60 cycle Westinghouse turbine generator for
BVPS-1

1,800 rpm, 22 kv, 3 phase, 60 cycie Westinghouse turbine generator for
BVPS-2 )
Pumps, condensers, ejectors, and coolers for turbines

Moisture separator-rcheaters for turbines

Condensate-feedwater cycle: transformers, switchgear and buses, motor
contro! centers, batteries

500 foot natural draft cooling tower for BVPS.|

500 foot natural draft cooling tower for BVPS-2

Generation step-up transformers to 345kv

System station service transformers

Westinghouse reactor coolan! umps

Plant training simulators

Water storage tanks

Meterological tower

Interconnecting tunnels

Potable and sanitary water system

Site drainage system

Fire protection system

Chlorination system

Communications systems




....‘.l.........l.l.......

Beaver Valley Station

Radioactive waste disposal system
Fuel handling system
Auxiliary systems

Appendix A
Detalled Flant Information

Two diesel engine-driven generators per unit to supply emergency power

Spare parts and materials inventory (valued at $55.3 million)

Nuclear fuel inveatory, both spent and new
Containment structures

Intake structure

Altemate intake structure

Auxiliary buildings

Turbine buildings

Control buiiding

BVPS-2 condensate polishing building
Diesel generator buildings

BVPS-1 waste handling building

Fuel and decontamination buildings
Safeguards buildings

Warehouses

Service buildings

Steam and cable vault

Enclosures for water storage tanks
Emergency outfall structure

Cooling tower pump house

Gaseous waste storage area
Approximately 453 acres of land
Shippingport Atomic Power Station Assets
* One story office building

Six story service building

Turbine building

Intake structure

Outfall structure

Water treating facility

Water tank

Two warchouse building s
Guardhouse

Visitors center building

Several small shed-type structures
100 MWe Westinghouse turbine-generator set
2400v station service switchgear

& 8 & & » & & & & & ¢ »

Physical Assets Excluded From Sale




Appendix A
Detniled Piant Information

Beaver Valley Station

Switchyards
Land upon which switchyards are located

» Switchyard controls
¢ Transmission lines from the terminations to cach of the main cutput

transformers and cach of the system station service transformers
e Transmission towers

Items Subject to Easement

In order for the new owner as well as Duquesne 1o access certain areas
within cach other’s property, easeinents will be established as follows:

Granted to Duquesne

e Access to switchyards
¢ Access to capacitor bank yards

Granted to the new owner

None.

Fuel Contracts-

The following fuel contracts service Duquesne Light Company’s
ownership of both Beaver Valley Station and Perry Station, unless indicated
otherwise:

Company Name: Cogema

Quantity: 86,000 +/-30% Ibs U,0,
Expiration Date: 2000

Company Name: Uranium Resources, inc.

Quantity: 76,000 Ibs U,0,

Expiration Date: 1999

Company Name: Uranjum Resources, Inc.

Quantity: 96,000 +/-20% lbs U,0, .

Expiration Date: 2000



Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:
Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:
Expiration Date:

Company Name:

Quantity:

Contract Length:

Beaver Valley Station

Uranium Resources, Inc.
10,000 +/-20% Ibs U,0,
2001

Uranium Resources, Inc.
100,000 +/-20% lbs U,0,
2002

Nukem
144,000 1bs U,0,
2000

Nukem
10,000 lbs U,0,
2001

Nukem
80,000 1bs U,0O,
2002

Global Nuclear Services
34,200-41,800 kg UF,
1999

Global Nuclear Services
43,200-52,800 kg UF,
2000

Globa! Nuclear Services
7,200-8,800 kg UF,
20M

Global Nuclear Services
34,200-41,800 kg UF,
2002

CoverDym

Appendix A
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330,000 kg minimum, 1,000,000 maximum conversion

services
1/98-12/31/02
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Quantity:
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Westinghouse
Beaver Valley Unit 1 —4 core reloads fabrication;
Beaver Valley Unit 2 — 3 core reloads fabrication

Projected Expiration Date:

Company Name:

Quantity:

Expiration Date:

Company Name:

Quantity:

Contract Length:

Company Name:

Quantity:

Contract Length:

Beaver Valley Unit 1 —2004
Beaver Valley Unit 2 - 2002

United States Enrichment Company
Enrichment requirements
1599

United States Enrichment Company

Enrichment requirements
2009-2014, can terminate contract ten years in advance for

a year or more at a time

General Electric
Fabrication requirements for Perry
Life of plant

Other Majar Service Contracts

Steam generator inspection {Framatome)
Security (Burns)

Craft labor (Bechtel)

General waste disposal

Radioactive waste disposal
Environmental monitoring

Suaff augmentation
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affecting navigable airspace, as provided in FAA
regulations, 14 C.F.R. Part 77, including those for marking
and lighting obstructions, and for maintaining such
markings and lighting.

Beaver Valley Station Detailed Plant Informstion - ' ]
G. Environmental Obligations and Permits
PROG OBLIGATIONS PERMITS AND REFERENCES
. o Qualiy Compliance with air emissions limitations, control PADEP Air Quality Operating Permit No. 04-302-055 (issued Jan. 26, 1994)
technology requirements, and monitoring, testing and (applies to Unit 2 auxiliary boiler); Application for Air Quality Operating
reporting obligations. as provided in the Clean Air Act, 42 | Permit (State Only) submitted June 5, 1996,
U.5.C. §§ 7401 ef seq., the Pennsylvania ?};E‘;‘)ﬁ“"" y PADEP Air Quality Operating Permit No. 04.399-005A (issued Jan. 26, 1994)
Control Act, 35 ps §5 4001 er seq., and f o cp an 5 (applies to black diesel (ERF)); Application for Air Quality Operating Permit
PADEP2 regulations, 40 C.F.R.Ch. 1, Subeh. C (Parts (State Only) submitted June S, 1996,
through 99) and 25 Pa. Code Part ], Subpsrt C, Art. [11. ] ) ) . _
| (Chs. 121 through 143), and in the permits cited in this PADEF Air Quality Operating Permit No. 04-399-004 (issued Jan. 26, 1994)
table. (applics to emergency diesel generator); Application for Air Quality Operating
Permit (State Only) submitted June S, 1996.
PADEP Air Quality Operating Permit No. 04-399-006 (issued Jan. 26, 1994)
(applies to south office shops building diesel generator); Application for Air
Quality Operating Permit (State Only) submitted June 3, 1596.
Application for PADEP Air Quality Operating Permit submitted Tune 5, 1996)
{for Unit | emergency diesel generator, previously a grandfathered source).
PADEP Open Bumning Permit No. 91117 (issued Jan. 16, 1998; expires Dec,
31, 1998} (euthorized burning for fire school). )
Aviation Compliance with FAA3 requirements applicable to objects

| USEPA = United States Environmental Protection Agency.
2 PADEP = Pennsylvania Department of Environmental Resources. .
3 FAA = Federal Aviation Administration, United States Department of Transportation.
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PROGRAM OBLIGATIONS P ITS AND REFERENCES
Chemica) Compliance with MSDS 4 Tier | and Tier {1 reporting under
Reporting EPCRA §§ 311 & 312,42 U.S.C. §§ 11021-22, and 40

C.F.R. Part 370, and with the Pennsylvania Hazardous
Material Emergency Planning and Response Act, 35 P.S. §§
6022.101 ef seq., and the Pennsylvania Worker and
Community Right to Know Act, 35 P.S. §§ 7301 et seq.

Commnications

Compliance with requirements for radio services, as |
provided in the Federal Communicatians Act and FCC3

.| regulations thereunder, including requirements for Private

Land Mobile Radio Services, 47 C.F.R. Part 90, particularly
for Power Radio Uervices, 47 C.F.R. § 90.63, and licensing
thereof, 47 C.F R. rart 90, Subpart G, and in licenses cited
in this table.

FCC Radio Station License Nos. KA77523 (expires Sept. 5, 2000) (for radio .
operated crane) and WNXP276 (expires Oct. 18, 2001) (for B.V. Simulator).

FCC Microwave Radio Station License No. WAH757 (expires Oct. 20, 1999),

Ququesne Light intends to maintain these licenses for purposes of its
distribution system. New licenses will be needed for the facility

Nuclear Energy Compliance with requirements for licensing and operation AEA Nuclear License No. DPR66 (for Unit 1).
of a nuclear power facility, as provided in the Atomic AEA Nuclear Li )
Energy Act, as amended, 42 U.S.C. §§ 2011 ef seg., and uclear License No. NPF-73 (for Unit 2).
NRC? regulations, 10 C.F.R. Ch. §, Parts 1 through 199.

01l Pollution Compliance with requirements for oil pollution prevention,

including those for spill prevention control and
countermeasure planning, as provided in 40 C.F R. Part
12,

4 MSDS = Material Safety Data Sheet.
5 FCC = Federat Communications Commisston.
] NRC = Nuclear Reguiatory Commission.
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PROGRAM

OBLIGATIONS

PE TS AND REFERENCES

PCBs

Compliance with USEPA regulations for use and disposal
of PCB items under 40 C.F.R. Part 761.

The facility has no known PCB-contaminated electrical
equipment in service ot in storage for reuse.

Solid Waste

Compliance with requirements for generators of hazardous
waste, as provided in RCRA,7 42 US.C. § 6901 ef segq., and
the Pennsylvania Solid Waste Management Act, 35 P.S. §§
6018.1G! & seq., and USEPA and PADEP regulsations, 40

| C.F.R. Ch. 1, Subch. 1, Parts 260 through 262, and 25 Pa.

Code Part [, Subpart C, Art. V1L, Chs. 260 through 262.

USEPA/PADEP Hazardous Waste Generator Identification No. PAD-'
000797712.

Solid Waste

Compliance with requirements for generators of residual
waste, as provided in the Pennsylvania Solid Waste
Management Act, 35 P.S. §§ 6018.101 e¢ seq., and PADEP
regulations, 25 Pa. Code Part {, Subpart C, Art. IX., Ch.
287, Subch. B, including requirements for chemical analysis
of waste and biennial reporting.

Storage Tanks

Compliance with requirements of RCRA, Subchapter X, 42
USS.C. §§ 6991 et seq., and USEPA regulations thereunder,
40 C_F.R. Part 280, for underground storage tanks,
including the upgrade requirements of 40 C.F.R. § 280.21,
and the requirements of the Pennsylvania Storage Tank and
Spill Prevention Act, 35 P.S. § 6021.101 et seq., and
PADEP regulations thereunder, 25 Pa. Code Ch. 245.

The one regulated tank &t the facility is exempt from the
release detection requirements of 40 C.F.R. Part 280,
Subpart D, because it stores fuel solely for use by an
emergency power generator, see 40 C.F.R. § 280.10(d) &
25 Pa. Code § 245.403(b).

PADEP Stf:rage Tank Registration Certificate No. 246443 {expires Oct. 4,
1998} (registering | underground storage tank for Unit #1).

PADEP Stprage Tank Registration Certificate No. 246444 (expires Oct. 4,
1998) (registering 1 underground storage tank for Unit #2).

7 RCRA = The Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act.
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PROGRAM

OBLIGATIONS

PERMITS AND REFERENCES

Storage Tanks

Compliance with the requirements of the Pennsylvania
Storage Tank and Spill Prevention Act, 35 P.S. § 6021.101
¢t seq., and PADEP regulations thereunder, 25 Pa. Code Ch.
245, for aboveground storage tanks, including requirements
for spill prevention and response planning, release
prevention and leak detection, and certified inspections.

PADEP Storage Tank Registration Certificate No. 246443 {expires Oct. 4,
1998) (registering 6 aboveground storage tanks for Unit #1).

PADEP Storage Tank Registration Certificate No. 246444 (expires Oct. 4,
1998) (registering 3 aboveground storage tanks for Unit #2).

Storage Tanks

Emergency containment will be required on all regulated
aboveground tanks by Oct. 2000. Secondary containment

.| on such tanks will be required by Oct. 2007. See 25 Pa.

Code § 245.612(e).

Water Quality

Compliance with v ~stewater discharge effluent limits,
control technology requirements, and monitoring, testing
and reporting obligations, as provided in Clean Water Act §
402,42 U.S.C. § 1342, and USEPA and PADEP
regulations, 40 C.F.R. Ch. 1, Subch. D (Parts 100 through
149) and 25 Pa. Code Part I, Subpart C, Ant. [1., Chs. 91
through 97 & Subpart A, Art. I, Ch. 16 and in the permits
cited in this table.

NPDES Permit No. PA0025615 (issued Sept. 29, 1995; expires Sept. 29, 2000;
application for renewal due March 29, 2000) (applies to Units 1 and 2).

PADEP Industrial Waste Permit No. 0482404 (issued Nov. 10, 1982) {applies
to Unit 2 RBC system (sewage)).

PADEP Industrial Waste Permit No. 0479403 (issued April 1, 1980) (applies
to Units 1 and 2 RBC System (scwage)).

PADEP Industrial Waste Permit No. 0478201 (issued Feb. 15, 1978) (applies
to Unit 1 oil separator effluent).

PADEP Industrial Waste Permit No. 047321} (issued April 11, 1974) (applies
to Unit | all discharges from Units | and 2).

PADEP Industrial Waste Permit No. 0472411 (issued Nov. 6, 1972) (applies
to Unit 1 package plant {(sewage)).

PADEP Industrial Waste Permit No. 0470208 (issued Fcb, 25, 1971) {applies
10 Unit ] radiation and water treating waste).

PADEP Industrial Waste Permit No. 0470203 (issued June 26, 1970) (applies
to Unit ] condenser cooling water).

Water Quality

L

The facility is undertaking a study of Peggs Run. The study
will be complete in late 1999 and may impact the effluent
limits for Outfall 013.

NPDES Permit No. PAO0O25615.

Detailed Plant Information - .
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PROGRAM OBLIGATIONS PERMITS AND REFERENCES
Water Quality Compliance with erosion contro! and dam safety and PADEP Erosicn and Sedimentation Permit No. 0025615 (issued April 30,

walerway management requirements, as provided ir_:
PADEP regulations, 25 Pa. Code Part !, Subpant C, Art. 11,
Chs. 102 and 105, and in the permits cited in this table.

1984) (applies to emergency outfall/impact basia),

PADEP Encroachment Permit No. 0473734 (issued Sept. 24, 1985) (appliesto |
Peggs Run}.

PADEP Encroachment Permit No. E-04-85 (issued Nov. 14, 1984) {applies to
Unit 1 storm sewer).

PADEP Encroachment Permit No. E-04-78 (issued May 11, 1984) (applies to

Unit | emergency outfell/impact basin). .

PADEP Encroachment Permit No. 0477723 (issued Oct. 28, 1977) (applies to

-Units | and 2 culvert closing).

PADEP Epcroachment Permit No. 0477706 (issued April 21, 1977) (applies to
fifl required for parking lot construction).

PADEP Encroachment Permit No. 0477705 {issued March 10, 1977) (applies
to construction and operation of barge slip).

PADEP Encroachment Permit No. 04575711 (issued Aug. 29, 1975) (applies
to Unit 2 auxiliary intake).

PADEP Erosion and Sedimentation Plan No. 0473802 (issued Jan. 16, 1974).

PADEP Encroachment Permit No. 91522 (issued July 23, 1971) (applies to
Peggs Run relocation).

PADEP Encroachment Permit No. 18737 (issued July 2, 1971) (applies to Unit
) intake and discharge structures).

PADEP Encroachment Permit No. 19184 (issued fan. 12, 1971} (applies to
Unit 1 barge unloading slip).

PADEP Encroachment Permit No. 18772 (issued June 9, 197D) (applies to
Unit 1 entrance to road culvert),
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PROGRAM

QOBLIGATIONS

ERMITS AND REFERENCES

Water Quality

Compliance with requicements for discharge of dredge or
fill material into navigable waters, as provided in Clean
Water Act § 404,33 U.S.C. § 1344, and regulations of the
U.S. Army Corps of Engineers, 33 C.F.R. Part 323, and in
the permits cited in this table.

Army Corps of Engineers Dredging Permit No. 91009 (issued March 20,
199]; expires Dec. 31, 2001),

Water Quality

USEPA is developing new regulations under Clean Water
Act § 316(b), 42 U.S.C. § 1326(b), which may require study
and modification of the cooling water intake structure and
cooling system. These regalations are scheduled to be final
by August 13, 200]. See 63 Fed. Reg. 40,683 (July 30,
1998).

Water Quality

Preparedness, prevention and contingency (PPC) planning
required under muitiple PADEP permits and/or regulations.
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Eastlake Station
Plant Description

Located on the southern shore of Lake Erie in the town of Eastlake, Ohio,
Fastlake Unit 5 (“Eastlake™) began generating clectricity in 1972, The
EastlakeStation is situated on a 120 acre site with Eastlake Unit 5 occupying
approximately 3 acres of the site. The five unit station has a maximum generating
capacity of 1,233 MW and Duquesne owns 31.2% of Unit 5 (186 MW) and
15.59% of common equipment. The plant is operated by Cleveland Electric
[Huminating Compan);. a First Energy Group company.

Unit 5 went into commercial operation in 1972 and is comprised of a
steam turbine-generator manufactured by General Electric. It is supplied steam
from a Babcock & Wilcox supercritical pulverized coal steam generator. The
steam generator is rated to produce 4.63 million pounds of steam per hour with
stearn conditions of 3,500 psig/1005°F/1005°F.

The unit is operated as a baseload facility and alternately burns medium
and high sulphur coal. Currently, First Energy procures about 90% of the coal
under a long-term contract from Powhatan 6 and Emerald. The remainder, West
Point. is purchased on a spot basis. Emerald and Powhatan are delivered by umt
train while West Point 1s trucked. The plant uses electrostatic precipitators, and
an SO, flue gas conditioning system as needed, 10 minimize particulate emissions.

Duquesne intends to sell its interest in all station equipment, facilities and
inventonies associated with unit 5 and common equipment. Duquesne wili

transfer, to the extent possible, its ownership interest in all fuel contracts in
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existence at the date of closing, as well as service contracts, environmental and
operating permits. The new owner will assume Duquesne’s share of all
environmental liabilities related to the land and other facilities sold, including the

active ash disposal facility.

Physical Assets Included in Sale

The physical assets to be transferred to the new owner consist of
Duquesne’s undivided interest in the equipment and facilities that are neccssary
for the operation of Eastiake Unit 5. This includes, but is not limited to, the
following:

Main steam generator

Main steam turbinc

Main generator

Controls

Auxiliary equipment

Fans

Pumps

Compressors

Heat exchangers

Auxiliary turbines

Auxiliary systems

Water treatment

Coal handling

Ash handling

S0, flue gas conditioning
Electrical and switchgear

Main step-up and station service transformers
Ash disposal facility at North Park
Unit § control room

Buildings and structures

Main boiler/turbine/generator building
Plant administration building
Crusher house

Coal dumnper house

e &4 o & & & 4 ¢ & & A @
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e Screenhouse :
* 600 foot concrete stack with steel liner
= QGuardhouse
o Miscellaneous other small buildings and structures

Physical Assets Excluded From Sale

*»  Switchyards
L.and upon which switchyards arc located

« Switchyard contrals
e Transmission lines from the terminations 1o each of the main output

transformers and each of the system station service transformers
» Transmission towers

Items Subject to Easement

None.

Fuel Contracts

Company Name: The American Coal Sales Company

Quantity: ‘Approximately 100,000 Tons per month to the Eastlake
Power Station

Expiration Date: December 31, 1999

Delivery: Railroad

-

QOther Major Service Contracts

N/A

SO2 Emission Allowances

Under Title IV of the Federal Clean Air Act, Duguesne's ownership share of the annual

S0, allowances assigned to this facility is as follows:

2000 — 2009 2016 and Beyonrd
5,138 5,172
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H. Environmental Obligations and Permits

NOTE: Duquesne Light Company is not the operator of the Eastlake Power Station. The facility operator, First Energy Corporation, is
responsible for obtaining and maintaining all required permits. Although some generally applicable compliance obligations for the f;ciﬁ:y are
listed below, other obligations and all permits and references will be identified at a later date. All permits and other relevant information witl be
available for review by bidders during the due diligence period.

PROGRAM OBLIGATIONS ERMITS AND REFERENCES
Air Quality Compliance with air emissions limitations, control

technology requirements, and monitoring, testing and
reporting obligations, as provided in the Clean Air Act, 42
U.S.C. §§ 7401 - - seq., and USEPA! and Ohio EPA
regulations, 40 C.F.R. Ch. {, Subch. C (Parts 50 through
99). and Ohio Admin. Code Chs. 3745- |4 through 3745-26.

Air Quality Obtain Title V permit, as provided in Subchapter V of the
Clean Air Act, 42 U.S.C. §§ 7661 ef seq., and Ohio EPA
regulations, Ohio Admin. Code Ch. 3745-77.

Pending approval of Title V permit, the terms and
conditions of existing cperating pesmit(s) continue, as
provided in Ohio Admin. Code § 3745-77-04, and facility
may operate in conformance with the Clean Air Act and
regulations thereunder.

] USEPA = United States Environmental Protection Agency.
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PROGRAM

OBLIGATIONS

PERMITS AND RENCES

Air Quality

Compliance with Clean Air Act Acid Rain (Title [V)
requirements., including “"Phase [I”* Acid Rain requirements
which start Jan. |, 2000, as provided in 40 C.F.R. Part 73.
The facility was allocated an initial Phase ] sulfur dioxide
allowance of 37,349 tans for Unit 5, see 40 C.F.R. § 73.1C
(Table 1), and an initial Phase 1l suifur dioxide allowance of
16,468 tons for Unit §, see 40 C.F.R. § 73.10 (Table 2).

Solid Waste

Compliance with requirements for generators of hazardous
waste, as provided in RCRA, 2420.8.C. § 6901 et seq.,
and the Pennsylvania Solid Waste Management Ac, 35P.S.
§5 6018.101 ef seg., and USEPA and Ohio EPA regulations,
40 C.F.R. Ch. 1, Lubch. 1, Parts 260 through 262, and Ohio
Admin. Code Ch, 3745-52,

Water Qualir;f

Compliance with wastewater discharge effluent limits,
control technology requirements, and monitoring, testing
and reporting obuigations, as provided in Clean Water Act §
402,42 U.S.C. § 1342, and USEPA and Ohic EPA
regulations, 40 C.F.R. Ch. |, Subch. D (Parts 100 through
149) and Ohio Admin. Code Chs.3745-31 through 374545,

Water Quality

Compliance with requirements for discharge of dredge or
fill material into navigable waters, as provided in Clean
Water Act § 404, 33 US.C. § 1344, and regulations of the
U.S. Ammy Corps of Engineers, 33 C.F.R. Part 323.

2 RCRA = The Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act.
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Mansfield Station
Plant Description

Located on the Ohio River in the town of Shippingport, Pennsylvania,
Mansfield Station began generating electricity in 1976. This three unit station
generates a maximum 2,360 MW and Duquesne owns 29.3% of Unit 1 (228
MW), 8% of Unit 2 (62 MW), 13.7;1% of Unit 3 (1 1 MW), 17.01% of facilitics
shared by all three units, and 18.65% of common facilities (shared by Units | &
2). The plant is located on approximately 2,100 acres and is operated by
Pennsylvania Power, a First Encrgy company.

Built in 1971, Mansfield is comprised of three units each with a turbine-
generator manufactured by General Electric. Each generator is supplied from a
supercritical Foster Wheeler wall fired pulverized coal steam generator. The
steam generators are rated to produce 6.4 miliion pounds of steam per hour with
steam conditions of 3,500 psig/1000°F/1000°F.

The plant is operated as a baseload facility, burns high sulfur coal, and
scrubs emissions. Units | and 2 are equipped with scrubber/absorber air quality
control systems to remove both particulates and sulfur dioxide. Unit 3 has a
precipitator/absarber system to remove particulates and sulfur dioxide. Scrubber
sludge is disposed by pumping .0 an varth dam impouw..dment, Little Blue Run,
approximately 12 miles away. The station procures lime and fuel under contracts
that expire in December of 1999,

Dugquesne intends to sell its interest in all station equipment, facilities and

inventories. Duquesne will transfer, to the extent possible, its ownership intcrest
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Mansfield Station
in all fuel contracts in existence at the date of closing. as well as service contracts,
environmental and operating permits. The new owner will assume Duquesne’s

share of all environmental liabilities related to the land and other facilities sold,

including the active ash disposal facility.

Physical Assets Included in Sale

The physical assets to be transferred to the new owner consist of
Duguesne's undivided interest in the equipment and facilities that are necessary
for the operation of Mansfieid Power Station. This includes, but is not limited to,
the following for each unit unless otherwise noted:

Main steam generator
Main steam turbine
Main generator
Controls
Scrubber/absorber (Units 1 & 2)
Precipitator/absorber (Unit 3)
Auxiliary equipment
Fans
Pumps
Compsessors
Pulverizer mills
Heat exchangers
Auxiliary turbines
» Auxiliary systems

e  Water treating,

» Coa) handling

e Lime handling

« Electrical and switchgear
¢ Buildings and structures

¢ Main boiler/turbine/generator building
Plant administration building
Lime handling building
Coal handling building
Guardhouse
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Cooling towers (one for each unit)
950 foot chimney with faur flues (Units 1 & 2)

s 600 foot chimney with two flues (Unit 3)

* FOG plant (will produce gypsum from scrubber sludge for nearby
wallboard plant under construction)

. Misccllancou;s other buildings and structures

Physical Assets Excluded From Sale

» Switchyards

¢ Land upon which switchyards are located

= Switchyard controls

¢ Transmission lines from the terminations to esch of the main output
transformers and each of the system station service transformers

¢ Transmission towers

Items Subject to Easement

None.

Fuel Contracts

Company Name: Consaol, inc.

Quantity: 500,000 Tons per month
Expiration Date: December, 1999
Delivery: Barge and truck

Other Major Service Contracts

None.

SO2 Emission Allowances

Under Title IV of the Federal Clean Air Act, Duquesne’s ownership share of the annual

SO, allowances assigned to this facility is as follows:
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Unit 2000 — 2009 2010 and Beyond
1 3,695 3,719
2 1,116 1.124
3 1,972 1,985
NOX Emissions

Pursuant to Title | of the Clean Air Act and the Pennsylvania NO, Budget
Rule, commencing in 1999, the facility will be subject to limitations on the total
tons of NO, cmitted during the May-September control period, based on the
number of NO, emission allowa;:ccs allocated 1o the facility plus any allowances
which the facility may acquire from other units. The station has been allacated
NO, cmission allowances under the NO, Budget Rule, which may be used to
cover emissions from the facility, or may be banked or sold. The following
represent Duquesne's allocated share of those allowances:

Title 1, NOx Budget Rule Allowances
Unit 1 749

Unit 2 219
Umit 3 366
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I. Environmental Obligations and Permits

NOTE: Duquesne Light Company is not the operator of the Mansfield Power Station, The facility operator, First Energy Corporation, is
responsible for obtaining and maintaining all required permits. Although some generally applicable compliance obligations for the facility are
listed below, other ebligations and all permits and references will be identified at a {ater date. All permits and other relevant information will be
available for review by bidders during the due diligence period.

PROGRAM OBLIGATION PERMITS AND REFERENCES

Air Quality Compliance with air emissions limitations, contro!
technology requirements, and monitoring, testing and
reporting obligations, as provided in the Clean Air Act, 42
U.5.C. §§ 7401 et seq., the Pennsylvania Air Pollution
Control Act, 35 P.& §§ 4001 e¢ seq., and USEPA! and
PADEP2 regulations, 40 C.F.R. Ch. [, Subch. C (Parts 50
through 99) and 25 Pa. Code Part ], Subpart C, Art. I1].
{Chs. 121 through 143).

] USEPA = United States Environmental Protection Agency.
2 PADEP = Pennsylvania Department of Environmental Resources.
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PROGRAM

OBLIGATION

PERMITS AND REFERENCES

Air Quality

Obtain Title V permil, as provided in Subchapter V of the
Clean Air Act, 42 U.8.C. §§ 7661 e/ seq., and PADEP
regulations, 25 Pa. Code Ch. 127, Subch. G, §§ 127.501 e
seq.

Pending approval of Title V permit, the terms and
conditions of existing operating permit{s) continue, as
provided in 25 Pa. Code § 127.505(d), and facility may
operate in conformance with the Pennsylvania Air Pollution
Control Act, the Clean Air Act and regulations thereunder.
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PROGRAM

OBLIGATION

PERMITS AND REFERENCES

Air Quality

In accordance with the September 27, 1994 MOU3 among
OTC4 states, PADEP promulgated regulations to limit
emissions of nitrogen oxides (NOx) from fossil-fired
combuslion units. See 27 Pa. Bulletin 5683 (Nov. 1, 1997),
These regulations are designed to ensure that, by May |,
1999, affected facilities in the “outer zone” {including
Manfield) must redece their combined rate of NOx
emissions by 55 percent of the 1990 baseline or emit NOx
at a rate no greeter than 0.20 pounds per million Btu.
Fucther regulations may be promulgated in. order to achieve
the goa! of the MOU that, by May 1, 2003, these facilities
reduce their comt ined ratc of Nox emissions by 75 percent
of the 1990 basel. . or emit NOx at a rate no greater than
0.15 pounds per million Biu.

Under PADEP's current regulations, 25 Pa. Code §§
123.103-123.120, beginning in 1999, each effected source
must hold by December 3! of each year a quantity of “NOx
allowancas™ equal to or greater than the total NOx emitted
from the source during the “NOx allowance control period”
(May | through September 30) for the year. Under 25 Pa.
Code § 115(a), Mansfield's units were allocated initial
allowances of 2,993 tons (Unit 1), 3,866 tons (Unit 2) and
3,504 tons (Unit 3). The Company's per unit share of the
initial alowances is 749 (Unit 1), 219 (Unit 2) end 366
(Unit 3). Compliance with these requirements may require
installation of additional controls or the purchase of NOx
emission allowances if it is projected that emissions during
a control period will exceed the NOx allowances held by the

facility.

3 MOU = Memorandum of Understanding,
4 OTC = Northeast Ozone Transport Commission.
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PROGRAM

OBLIGATION

RMITS AND REFERENCES

Air Quality

Compliance with Clean Air Act Acid Rain (Title (V]
requirements., including “Phase II™ Acid Rain requirements
which start Jan. |, 2000, as provided in 40 C.F.R. Part 73.
The facility was allocated an initial Phase il sulfur dioxide
allowances of 12,606 tons {Unit 1), 13,650 tons (Unit 2) and
14,350 tons (Unit 3), see 40 C.F.R. § 73.10 (Table 2).

Chemicel
Reporting

Complisnce with toxic chemical release reporting under
EPCRA §313,42. U.S.C. § 11023, and 40 C.F.R. Part 372,

In accordance with recent amendments to USEPA’s rules,
62 Fed. Reg. 23,834 (May 1, 1997), the facility is now
subject to Part 37 .. The first toxic chemical release repont
will be due July 1, 1999, if the facility uses a toxic chemical
in excess of an applicable threshold amount.

Solid Waste

Compliance with requirements for generators of hazardous
waste, as provided in RCRA, 5 42 U.S.C. § 6901 ef seq.,
and the Pennsylvania Solid Waste Management Act, 35 P.S.
§§ 6018.10] ef seq., and USEPA and PADEP regulations,
40 C.F.R. Ch. {, Subch. I, Parts 260 through 262, and 25 Pa.
Code Part [, Subpart C, Art. VII, Chs. 260 through 262.

Solid Waste

Compliance with requirements for generators of residual
waste, as provided in the Pennsylvania Solid Waste
Management Act, 35 P.S. §§ 6018.101 er seq., and PADEP
regulations, 25 Pa. Code Part I, Subpart C, Ani. IX,, Ch.
287, Subch. B, including requirements for chemical analysis
of waste and biennial reporting.

5 RCRA = The Solid Waste Disposal Acl. as amended by the Resource Conservation and Recovery Act.
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PROGRAM

OBLIGATION

PERMITS AND REFERENCES

Water Quality

Compliance with wastewaler discharge effluent limits,
control lechnology requirements, and monitoring, testing
and reporting obligations, as provided in Clean Water Act §
402,42 U.S.C. § 1342, and USEPA and PADEP
regulations, 40 CF K. Ch. 1, Subcth. T {Pants 100 through
149) and 25 Pa. Code Pant I, Subpart C, Art. 11, Chs. 9t
through 97 & Subpart A, Art. [1, Ch. 16.

Water Quality

USEPA is developing new regulations under Clean Water
Act § 316(b), 42 U.S.C. § 1326(b), which may require study
end madification ot the cooling water intake structure and
cooling system. Tk :se regulations are scheduled to be final
by August 13, 2001

Water Quality

Preparedness, prevention and contingency (PPC) planning
required under multiple PADEP permits and/or regulations.

Water Quality

Compiiance with ercsion control and dam safety and
waterway management requirements, as provided in
PADEP regulations, 25 Pa. Code Part |, Subpart C, Art. I1.,
Chs. 102 and 105.

Water Quatity

+

Compliance with requirements for discharge of dredge or
fiil material into navigable waters, as provided in Ciean
Water Act § 404, 33 U.S.C. § 1344, and regulations of the
U.S. Army Corps of Engineers, 33 C.F.R. Part 323,
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Perry Station
Plant Description

Perry Nuciear Power Plant, Unit 1 is located on the southeast shoreline of
Lake Erie, in Lake County, Ohio, approximately 7 miles Northeast of Painesville,
Ohio. Perry | began commercial operation in 1987. Perry 1 is co-owned by
Dugquesne and First Energy. Perry unit | is rated at approximately 1200 net MW,
Duquesne owns !3,74% of Perry Unit | (164 MW). Fust Energy operates Perry
on an 1100 acre site that also includes structures associated with the cancelled
Perty unit 2. Perry Unit 1 is connected to the transmission system aperated by
First Encrgy.

Perry Unit 1 is a Boiling Water Reactor (BWR-6) using a reacter and
turbine fumished by General Electric Company. The architectural engineering
was completed by Gilbert Associates, and the constructor was Kaiser Engineers,
Inc.

Duquesne has provided its portion of fuel for Perry through separate
Duquesne controlled contracts. The fuel is currently purchased by a third panty
and leased 10 Duquesne.

Duquesne inteads to sell its ownership in all slmzion equipment, facilities,
and inventories associated with Perry. Duquesne will transfer, to the extent
possible, all fuel and service contracts, and Duquesne's share of fuel inventories.
The new owner will assume Duquesne's share of decommissioning

implementation responsibility, and environmentz! liabilities associated with Perry.

The sale will require NRC approval.
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Low level radioactive waste is disposed of under contract, and is shipped
to a low level waste disposal facility. Spent fuel is currently stored on site
pending the opening of a DOE facility. Perry 1 is projected to deplete its current

fuel storage capacity in the year 201 1.

Physical Assets included in sale

‘I'he physical assets 10 be transferred to the new owner consist of
Duquesnc's interest in equipment and facilities that are necessary for the
operation of Perry Station. This includes, but is not limited to, the following:

General Electric BWR-6 nuclear steam supply system

MARK 1] containrnent building

General Electric main turbine genecrator rated at 1250 MW (pross)
All pumps, piping, valves, heat exchangers, switchgear, and other reactor and
balance of plant equipment installed in the plant.

One natural draft cooling tower

Generation step-up and station service transformers

Plant training simulator

Water and fuel oil storage tanks

Fire protection system

Fuel Handling system

Communications systems

Sparc parts and materials inventory (valued at $28.4 million, DLC share $3.9
M)

Nuclear fuel inventory, both spent and new

Three class 1E emergency dicesel generators

Two Hydrogen Recombiners

Standby Gas treatment system

Office and Shop building

Service Water Pump House

Emergency Service Water Pump House

Discharge tunnel entrance structure

Discharge tunnel de-chlorination equipment building

Circulating water pumphouses

Auxiliary baoiler building and boiler equipment

Unit 1 turbine building )




None.

Perry Station

Turbine power complexes
Water treating Building
Off-gas buiidings
Auxiliary buildings
Intermediate building
Radwaste building,

Diesel generator building
Control Complex
Guardhouse

Start-up building

Heater bay structures
Approximately 1100 acres of land

Physical asscts excluded from sale

Items subject to easement

None.

Fuel Contracts:

See Beaver Valley Station description.

Other major service contracts

Craft labor
General waste disposal
Radioactive waste disposal

Appendix A
Detailed Plant Information
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G. Environmental Obligations and Permits

NOTE: Duquesne Light Company is not the operator of the Perry Power Station. The facility operator, First Energy Corporation, is respmuib:fe
Jfor obtaining and maintaining ofl required permits. Although some generally applicable compliance obligations Jor the facility are listed below,
other obligations and all permits and references will be identified at a later date. Al permits and other relevant information will be available Jor
review by bidders during the due diligence period,

PROGRAM OBLIGATIONS PERMITS AND REFERENCES
Air Quality Compliance with air emissions limitations, control

technology requirements, and monitoring, testing and
reporting obligat ons, as provided in the Clean Air Act, 42
U.S.C. §§ 7401 e! seq., and USEPA and Ohio EPA
regulations, 40 C ¥.R. Ch. |, Subch. C {Parts 50 through
99), and Ohio Admin. Code Chs. 3745-14 through 3745-26.

Nuclear Energy Compliance with requirements for licensing and operation
of a nuclear power facility, as provided in the Atomic
Energy Act, as amended, 42 U.S.C. §§ 2011 et seq., and
NRC? regulations, 10 C.F.R. Ch. I, Parts 1 through 199.

Solid Waste Compliance with requirements for generators of hazardous
waste, as provided in RCRA, 3 42 U.S.C. § 6901 et seq.,
and the Pennsylvania Solid Waste Management Act, 35 P.S.
§§ 6018.101 &f seq., and USEPA and Ohio EPA regulations,
40 C.F.R. Ch. I, Subch. I, Parts 260 through 262, and Ohio
Admin. Code Ch. 3745-52.

Water Quality Compliance with wastewater discharge cffluent limits,
contro] technology requirements, and monitoring, testing
and reporting obligations, as provided in Clean Water Act §
402, 42 US.C. § 1342, and USEPA and Ohio EPA
regulations, 40 C.F.R. Ch. [, Subch. D (Parts 100 through
149) and Ohio Admin. Code Chs.3745-3{ through 3745-45.

I USEPA = United States Environmenta| Protection Agency.
2 NRC = Nuclear Regulatory Commission.
3 RCRA = The Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act,
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PROGRAM OBLIGATIONS PERMITS AND REFERENCES
Water Quality USEPA is developing new regulations under Clean Water
' Act § 316(b), 42 U.S.C. § 1326(b), which may require study
and modification of the cooling water intake structure and
cooling system. These regulations are scheduled to be final
by Aungust 13, 20v1.
Water Quality Compliance with requirements for discharge of dredge or

fill material into navigable waters, as provided in Clean
Water Act § 404, 33 U.S.C. § 1344, and regulations of the
U.S. Amy Corps of Engineers, 33 C.F.R. Part 323.
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Sammis Station
Plant Description

Located on the Ohio River in the town of Stratton, Ohio, Sammis Station
(*“Sammis”) began generating electricity in 1959. The Sammis Station is situated
on a 140 acre site with Sammis Unit 7 occupying approximately 2.5 acres of the
site. The seven unit station has a maximum generating capacity of 2,233 MW and
Duquesne owns 31.2% of Unit 7 (187 MW), 12.4417% of facilities sharcd by all
three units, and 8.4782% of common facilities (shared by Units 5, 6 & 7). The
plant is operated by Qhie Edison, a First Energy company. It is connected into a
138 KV transmission system.

Built in 1971, Sammis Unit 7 is comprised of a steam turbine-generator
manufactured by Westinghouse. It is supplied steam from a supercritical Babcock
& Wilcox pulverizcd. coal stcam generator. The steam generator is rated to
praduce 4.6 million pounds of steam per hour with steam conditions of 3,500
psig/1000°F/1000°F.

The unit is operated as a baseload facility and burns low sulphur coal.
Currently, First Energy procures about 53% of the coal under a long-term
contracl. The remainder is purchased on a spot basis. The plant uses electrostatic

precipitators 10 minimize particy’ ‘te emissions.

Physical Assets Included in Sale
The physical assets to be transferred to the new owner consist of

Duquesne’s individual interest in the equipment and facilities that are necessary
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for the operation of Sammis Unit 7. This includes, but is not limited to, the
following:

Main steam generator

Main steam turbine

Main generator

Controls

Auxiliary equipment

Fans

Pumps

Compressors

Heat exchangers

Auxiliary turbines

Auxiliary systems

Water treatment

Coal handling

Ash handling

Electrical and switchpear

Main step-up and station service transformers
Buildings and structuses

Main boiler/turbine/penerator building
Plant administration building

1000 foot concrete stack with steel liner
Guardhouses

Ash silo

Miscellaneous other smal) buildings and structures
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Physical Assets Excluded From Sale

Switchyards

Land upon which switchyards are located

Switchyard controls

Transmission lines from the torminations to each of the main output
transformers and each of the system station service transformers

s« Transmission towers

ltems Subject to Easement

None.




T

Sammis Station
Fuei Contracts
Company Name: Arch Coal Company
Quantity: 50,000 Tons per month
Expiration Date: December, 2002
Delivery: Barge
Company Name: Arch Coal Company
Quantity: 60,000 Tons per month
Expiration Date: February, 2003
Delivery: Barge
Company Name: Cypress Amax Minerals
Quantity: 35,000 Tons per month
Expiration Date: March, 2000
Delivery: Barge
Company Name: AT Massey Coal C(;.
Quantity: 80,000 Tons per month
Expiration Date: December, 2001
Delivery: Barge
Company Name: Ziegler Coal Hoiding Co.
Quantity: 35,000 Tens per month
Expiration Date: October, 2000
Delivery: Barge

Other Major Service Contracts

N/A
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SQO2 Emission Allowances

Under Title [V of the Federal Clean Air Act, Duquesne’s ownership share of the annual

SO, allowances assigned to this facitity is as follows:

2000 — 2009 2010 and Beyond
5,768 5,803
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H.  Environmental Obligations and Permits ; e
NOTE: Duquesne Light Company is not the aperaior of the Sammis Power Station. The facility operator, First Energy Corporation, is ..

responsible for obtaining and maintaining all required permits. Althougl some generally applicable compliance obligations for the facility are
listed below, other obligations and all permits and references will be identified at a later date. All permits and other relevant information will be
available for review by bidders during the due diligence period

PROGRAM L OBLIGATION PERMITS AND REFERENCES
Afr Quality 'T Compliance with air emissions limitations, contro!

technology requirements, and monitoring, testing and
reporting obligations, as provided in the Clean Air Act, 42
U.S.C. §§ 7401 ¢r reg., and USEPA! and Ohio EPA
regulations, 40 C.F.R. Ch. I, Subch. C (Parts 50 through
99), and Ohio Admin. Code Chs. 3745-14 through 3745-26.

Air Quality Obtain Title V permit, as provided in Subchapter V of the
Clean Air Act, 42 U.S.C. §§ 7681 e: seq., and Ohio EPA
regulations, Ohic Admin. Code Ch. 3745-77.

Pending approval of Title V permiy, the terms and
conditions of existing operating permit(s) continue, as
provided in Ohi. Admin, Code § 3745-77-04, and facility
may operate in conformance with the Clean Air Act and
regulations thereunder.

Air Quality Compliance with Clean Air Act Acid Rain (Title IV)
requirements., including “Phase [I” Acid Rain requirements
which start Jan. 1, 2000, as provided in 40 CF.R. Part 73.
The facility was allocated an initial Phase [{ suifur dioxide
Bllowance of 18,486 tons, see 40 C.F.R. § 73.10 (Table 2).

{ USEPA = United States Environmental Protection Agency.




Sammis Station
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Detailed Plant Information”

| PROGRAM

OBLIG N

PERMITS AND REFERENCES

Chemical
Reporting

Compliance with toxic chemical release reporting under
EPCRA § 313,42 US.C. § 11023, and 40 C.F.R. Part 372.

In accordance with recent amendments to USEPA’s rules,
62 Fed. Reg. 23,834 (May 1, 1997), the facility is now
subject to Part 372. The first toxic chemical release report

will be due July 1, 1999, if the facility uses a toxic chemical |

in excess of an applicable threshold amount.

Solid Waste

Compliance with requirements for generators of hazardous
waste, as provided in RCRA, 2 42 U.S.C. § 6901 et seq.,
ang the Pennsylvania Solid Waste Management Act, 35 P.§,
§§ 6018.101 er seg., and USEPA and Ohio EPA regulations,
40 C.F.R. Ch. |, Subch. L, Parts 260 through 262, and Chio
Admin. Code Ch, 3745-52.

Water Quality

Compliance with wastewater discharge ¢ffluent limits,
control technology requirements, and monitoring, testing
and reporting obligations, as provided in Clean Water Act §
402,42 U.S.C. § 1342, and USEPA and Ohio EPA
cegulations, 40 C.F.R. Ch. I, Subch. D (Parts 100 through
149) and Ohio Admin. Code Chs.3745-31 through 3745-45.

Water Quality

Compliance with requirements for discharge of dredge or
fill material into navigable waters, 2s provided in Clean
Water Act § 404, 31 U.5.C. § 1344, and regulations of the
U.S. Army Corps of Engineers, 33 C.F.R. Part 323.

2 RCRA = The Solid Waste Disposat Act, as amended by the Resource Conservation and Recovery Act.
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Avon Lake Plant
FirstEnergy intends to perform a like-in-kind trade of all plant equipment, facilities, and
inventories, and certain ancillary facilities related to the plant operation, with the exception of the tund and

facilities related to the switchyards. FirstEnergy will transfer, to the extent possible, all fuel contracts,

service contracts, environmental and operating permits.
A.  Plant Description

Located on Lake Erie in the city of Aven Lake, Ohio, Avon Plant (“Avon”™) began generating
clectricity in 1924. The four operating generating units have a maximum generating capability of 743 MW,
The non-operating boiler 6 was decommissioned in 1996 and has a maximum generating capability of 96
MW. Four nan-operating oil-fired units, which date to the initial operation of the plant, were
decommissioned in 1982. The plant is operated by Cleveland Electrie Hluminating Company, a FirstEnergy

Compally and is connected into the 138 and 345 KV transmission system.,

Unit 6 turbine was manufactured by General Electric and is capable of generating 25 MW when
supplied with steam from 2 gas fired package boilers. Units 7 is comprised of a steam wrbine-generator
manufactured by General Electric supplied with steam from a Combustion Engineering pulverized coal
fired, drum steam generator. The sieam generator produces steam with steam conditions of 850psig/950F
and drives a steam turbine rated at 96 MW. Unit 9, built in 1970, is comprised of a steam turbine-generator
manufactured by Westinghouse supplied with steam from a supercritical Babeock & Wilcax pulverized cnal
fired sicam generator. The steam o=y atar is rated to produce 4.7 million pounds of steam per hour with

steam conditions of 3675 psig/|000F/1000F and drives a steam turbine rate at 596 MW,

Unit 9 is operated as a base load facility and bums madium sulfur coal, Curvently, FirstEnerpy
procures shout 55 - 60% of the coal supply for the plant under a long.term contract. Units 6&7 are

aperated in summer to meet peak demands. The piant udes electrostatic precipitators to minimize




particulate emissions.

The oil fired combustion turbine-generating unit is rated at 26 MW,

A 1ota) 500,000 Ib/hr. of gas fired package boiler capability was installed in 1997 and is used to

pravide steam to a nearby industrial facility and can be used to drive unit 6.

B. Physical Assets Included In Sale

The physical assets o be transferred to the new owner consist of FirstEnergy's interest in the
equipment and facilities that are necessary for the operation of the generating units. This includes, but is

not limited to, the following:

Main steam generator

Main stearmn turbine

Main gencrator

Controls

Auwxiliary equipment

Fans

Pumps

Compressors

Heat'Exchangers

Precipitators

Auxiliary Systems

Water Treatment

Coal handling

Ash handling

Screenhouse

Electrical and switchgear

Batteries

Main st.p-up and station serv "2 wan..formers
Gas fired package boiler

Buildings and structures

Main boiler/turbine/generator building

Fuel and spare parts inventories

Coocrate stack with steel liners

Ash Disposal Facilities

Mabile equipment _

Combustion turbine gencrating unit and associated equipment
Fuel storago tanks

Miscellancous other small buildings and strucrures



Manzgement Systems
Acreage that includes the iand upon which the abave facilities are located.

Physical Azsets Exciuded From Sale

Switchyards and portions of the plant electrical and customer dissribution contro) reom

Land upon which switchyards are located

Switchyard controls, metering and protective relaying equipment located in the main contro} room and relay
rooms

Transmission lines from the termination to the high voltage side of each of the main output transformers and
each of the station service transformers

Transmission towers

liems Subject To Easement

In order for the new owner as well as FirstEnsrgy to access certain areas with each other's

property, easements will be established as follows:

Granted to FirgiEnergy

G

Access to switchyard, plant electrical and customer distribution contro! reom

Access to transmission lines up to the high voltage side of the main and station service transformers
Access to switchyard controls in the plant control room and relay raoms

Access to transmission tawers Jocated on the new owners property

& New Br

E. Fuel Contracts

Approximately 100% of New Castle's coal requirements are provided by the following long-term

contract.

Name: Arch-Mingo Logan

Quantity: 900,000 tons per year
Expiration Date: December 31, 2001

Delivery: Rail F.O.B. Avon Power Plant
Name: Massey ~ Sprouse Creek
Quantity: 160,000 tons per veor
Expiration Date: Deccmber 31, Zudd

Delivery: Rail F.Q.B. Avon Power Plant

F. Other Major Service Contracts

Nams:
Purpose:
Expiration Date:

G. Steam Sales Contract



Steam is provided to GEON through a sales coatract.

H. $S0; Emission Allowances

Under Title 1V of the Federal Clean Air Act, the following SO, allowances have been assigned to

this facility:
1-2009 2010 and Beyond
17, 353 tansfyr. 19,982 tons/yr.




New Castle Plant
FirstEnergy intends to perform a like-in-kind trade of el plant equipment, facilities, and
Inventories, and certain ancifary facilities related to the plant operation, with the exception of the land and
facilities relared to the switchyard. FirstEnergy will transfer, ta the extent passible, all fuel contracts,

sefvice contracts, epvironmental and operating permmits,

A, Plant Description

Located on the Beaver River near the city of New Castle, Pennsylvania, New Castie Plant (“New
Castle™) began generating electricity in 1939, The five operating generating units have a maximum
gencrating capability of 339 MW. The two non-operating units at the plant are capable of operating at a
maximum gencrating capability of 83 MW, but were reticed in 1993, The plant is operated by Pennsylvania

Power Company, a FirstEnergy Company and is connected into the 138 KV transmission system.

The steam eleciric generating units 3, 4, &S5, built in [952, 1958, and 1964, are comprised of a
steam turbine-gencrator manufactured by Westinghouse supplied with steam from a Babeock & Wilcox
pulverized coal fired, drum steam generator. The steam generators for units 344 are each rated to praduce
690,000 pounds of steam por hour with steam conditions of 1650psig/1 DDDF/{ODOF and drive steam
mrbines each rated at 98 MW, The steams generators for unit 5 is rated to produce 970,000 pounds of steam

per hour with steam conditions of 1725psig/1000F/ 00OF and drives a steam turbine rated at 137 MW,

The uniis are operated as an intermediate load facility and bum medium sulfur coal. Curvently,
FirstEnergy procures about 80% of the coal supply for the plant under a tong-term contract. The plant uses

electrostatic precipitators to minimize particulate emissions,

The rwo diosel generating units built in 1968, were manufuctured by General Motors

Blectramative Division and are rated at 3 MW each



B. Physical Assets Included In Sale

The physical assets to be transferred to the new owner consist of FirstEnergy's interest in the
equipment and facilities that are necessary for the operation of the two generating units. This includes, but

is not limited to, the following:

Main stean generator

Main steam turbine

Main generator

Controls

Auxiliary equipment

Fans

Pumps

Compressors

Heat Exchangers

Precipitators

Auxiliary Systems

Water Treatment

Coa! handling

Ash handling

Screenhouse

Electrical and switchgear

Batteries

Main step-up and station service transformers
Buildings and structures

Main boiler/turbine/generator building

750 Foot concrete stack with steel liners

Ash ponds

Ash Disposal Facilities

Fusl and spare parts inventories

Diese! generating units and associated equipment
Fuel storage tanks

Mobile equipment

Miscellansous other small buildings and structures
Managemunt Systems

Acreage that includes the land upon which the sbove facilities are located.
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Physical Assets Excluded From Sale

Switchyards
Land upen which switchyards are located

«  Swilchyard cantrols, metering and protective relaying equipment located in the main contral room and relay
reoms :

« “Transmission lines from the termination to the high volage side of each of the main output transformers and
cach of the station service transformers

» Transmission towers



D. Items Subject To Easement

In order tor the new owner as well as FirstEnergy to access certain ureas with each ather’s

property, casements will be established as follows:

Granted ¢a FirstEgergy

Acuess 1o switchyard
Access to transmission lines up to the high voliage side of the main and station service transformers

Access to switchyard controls in the plant control room and relay rooms
Access lo (ransmission towers located on the new owners prapernty

Granted to the gew owner
E.  Fuel Contracts

Approximately 80 to 100% of New Castle’s coal requirements ere provided by the following long-
term contract.

Name: Amerikohl

Quantity: Plant requirements

Expiration Date: Deccmber 31, 1999 with an option for extension to 12/31/00
Delivery: Truck F.Q.B. New Castle Power Plant

F. Other Major Service Congracts
Name:

Purpose:

Expiration Date:

G. S0, Emissian Allowances

Under Title IV of the Federal Clean Air Act, the following SO; allowances have been assigned to

this facility:

2000-2009 2010 and Beyond
12,798 tonsfyr. 11,248 tonalyr.

H. NOx Emissions



Pursuant to Title I of the Clean Air Act and the Pennsylvania NOy Budget Rule, commencing in
1999 the facility will be subjoct to limitations on the total tons of NOx emitted during the May-September
control period, based upan the number emission allowances allocated to the facility, plus any allowances
which the facility may acquire from other units. The facility hes been allocated the following NOy emission

allowances under the NOx Budget Rule, which may be usod to cover the facility, or may be banked or sold:

Title I, NOx Budget Rule Allowances 1,351 tons/yr.
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Nlles Plant
FirstEnergy intenda to perform a like-in-kind trade of all plant equipment, facilities, and
inventories, and certain ancillary facilities related to the plant operation, with the exception of the oil fired
combustion turbine generating unit and the land and facilities reiated to the switchyards. FirstEnergy will

transfer, to the extent possible, all fuel contracts, service cantracts, environmental and operating permits.

A. Plant Description

Located on the Mahoning River near the city of Niles, Ohio, Niles Plant (“Niles™) began
generating electricity in 1954. The two unit plant has a8 maximum generating capability of 216 MW. The
plant is operated by Ohio Edison, a FirstEnergy Company and is connected inta the 138 KV tansmission

systeam.

The two identical units built in 1954, are each comprised of a steam turbine-generator
manufactured by Westinghouse supplied with steam from s Babcock & Wilcox cyclone coal fired, drum
steam generator. The steam generator is rated to produce 885,000 pounds of steam per hour with steam

conditions of 1650paig/1 0G0F/1000F and drives a steam turbine rated at {08 MW.

Tho units are gperated as an intermediate load facility and burns high sulfur coal. The plaat is
equipped with a limestone scrubber, ducted to both units and capable of serubbing 120% of the output from
one unit. Unit 2 is also equipped with a 33 MW SOZ/NOX removal system, which has not been operated
recently. Currently, FirstEnergy procu--s shout 70% of the coal supply for the plant under » long term
cotirace. The remainder is purchased on a spot basis. The piant uses electrostatie precipitators to minimize

particulate emissiona.

B. Physical Assets Included In Sale



The physical assets to be transferred to the new owner consist of FirstEnergy's interest in the
equipment and facilities that are nocessary for the operation of the two generating units. This includes, but

is not limited 1o, the following:

Main steam generator

Main steam turbine

Main generator

Controls

Auxiliary equipment

Fans

Pumps

Compressors

Heat Exchangers

Precipitators

SO2 and NOX removal systems

Auxiliary Systems

Water Treatment

Coal handling

Ash handling

Screenhouse

Electrical and switchpear

batteries

Main step-up and station service transformers
Buildings and structures

Main boiler/turbine/gencrator building

393 Foot concrete stack with steel liners

Ash ponds

Fuel storage tanks

Fuel and spare parts inventories

Mobilc squipment

Miscellaneous other small buildings and structures
Management Systema

Acreage that includes the land upon which the above facilities are located.

n

Physicel Assets Excluded From Sale

Switchyards

Land upon which switchyards ar located

Switchyard controls, metering and protective relaying equipuient located in the main control room and relay

rooms

+  Transmission lines from the termination to the high voltage side of each of the main output ransformers and
each of the station service transformers

+  Transmission towers

35 MW oil fired combustion turbine psaking unit and it's auxiliary equipment

D. ltems Subject To Easement

In order for the new owner as well as FirstEnergy to acceas conain areas with each other’s
praperty, easements will be established as foliows:




Granted to FirstEnergy

*  Access to switchyard

s Access io transmission lines up to the high voltage side of the main and station gervice transformers
"

-

Access to switchyard contrals in the plant control room and relay rooms
Access to transmission towers located on the new owners proporty

Granted to the now owner

E. Fuol Contracts

Approximately 70% of Niles' coal requirements are provided by the following long tcrm contract.

Name: Quaker/Harrison - Nelms
Quantity: 360,000 tons per year
Expiration Date: October 31, 2002

Delivery: Rails F.0.B. Niles Power Plant

F. Other Major Service Contraces

Name: Reed Minerals

Purpose: Bottom ash processing services

Expiration Date:

Name: ABB

Purpose: Limestone scrubber SO2 allowance reimbursement

Expiration Date: 2000

(. SO; Emission Allowances

Under Title IV of the Federal Clean Air Act, the following SO; allowances have been assigned to
this facility:

2000-200 2010 and Beyond
6,861 tonsfyr. 6906 tons/yr.




