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Hon. George M. Kashi = =
Pennsylvania Public Utility Commission 2 =
Room G-08, North Office Building o

P.O. 3265
Hamsburg, PA 17105-3265

For Approval of its Restructuring Plan Under Section 280
of the Public Utility Code; :

Docket No. R-00973954

ﬁE: Application of Pennsylvania Power & Light Company @ @ % E? E =)

SEP 038 1897
Dear Judge Kashi:

I am writing in my capacity as designated "lead counsel” for the Competitive
Intervenors Group in response to Your Honor’s directive at the close of the hearings in the
above-referenced matter to set forth a format for filing of a joint brief by each common interest
intervenor group. This letter sets forth a proposal which will permit the Competitive Intervenors
group to file a joint brief without formal objection in compliance with Your Honor’s wishes.

From my informal discussions with the members of the Competitive Intervenor’s
group, | have concluded that the bulk of the competitive issues pertaining to code of conduct and
other competitive safeguards, agency, unbundling and competitive entry into non-wire or
revenue cycle services can be addressed jointly by the Competitive Intervenors. However, views
on other issues are not shared by all members of the group and therefore should be addressed
separately by the respective parties. A summary of these issues follows:

Enron -- Use of the name, cost allocation and generation credit issues.
New Energy
Ventures --  Recovery of stranded costs, continuation of existing rates and

tariffs, billing for distribution services by alternate suppliers and
metering, billing and collection services

MAPSA - Market price and generation credit issues i) O C U M E N T
FOLDER

FHILADELPHIA, PA ® BLUE BELL. PA * CAMDEN, NJd ® NORRISTOWN, PA * WILMINGTON, DE
DSH:9687.1



Hon. George M. Kashi
September 3, 1997
Page 2

PPA -- CTC design methodology (Section VII(A)); customized rate design
(Section VIII(A)); and Code of Conduct and competition issues
(Section X(A), (C), (D))

Conectiv--  Market price and generation credit issues.

I have not heard from members of the group not referenced above, and am
presuming that they either intend to join in the main brief or will not be filing any brief.! As to
the supplementary positions of group members, I propose that supplements be restricted to a
page limitation of 15 pages.* I would also propose that supplements be submitted separately
from the main brief, although a jointly bound document can be accommodated, if necessary, to
address Your Honor’s concemns.

Finally, although the Competitive Intervenor’s group is making this proposal in
order to attempt to accommodate your desire for joint briefs, the attomeys representing group
members have not engaged in such an exercise in our collective legal careers. Accordingly,
while we intend to take all reasonable measures to prepare briefs consistent with the foregoing,
we request Your Honor to retain some flexibility to address practical concems as they arise in
the course of brief preparation and review.

I hope this proposal satisfies your prior directives. If you have any questions or
concerns regarding this matter, feel free to contact the undersigned at your convenience.

Respectfully,

ﬂél/- %/%ﬁ//

Alan Kohler
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP

AK/cln

cc: James J. McNulty, Acting Secretary
Competitive Intervenor Group Members
Other Parties of Record

! All members of the group received a draft copy of this letter for comment.

: It is presumed that the joint main brief be submitted in compliance with the normal
briefing requirements contained in Commission regulations.

DSH:9687.1




DUANE, MORRIS & HECKSCHER LLP

¢ Jp
ATTORNEYS AT LAW
ONE LIBERTY PLACE 1667 K STREET N.W., SUITE 700
PHILADELPHIA, PA 19103-7196 WASHINGTON, D.C. 20006-1608
305 NORTH FRONT $TREET, Sth FLOOR (z02) 776-7800
HARRISBURG, PA 17108-1003
735 CHESTERBROOK BOULEVARD

122 E, 42nd STREET, SUITE 3300
WAYNE, PA 19087-5638

NEW YORK, NY 10168
FAX

{202) T76-7801
968 PRISTAL ROAD, SUITE 200

1201 MARKET STREET, SUITE 1500
ALLENTOWN, PA 13109-0400

WILMINGTON, DE 19801.0195

314 8, STATE STREET

DOVER, DE 19501
STEPHANIE A, SUGRUE

51 HADDONFIELD ROAD. SUITE 340
CHERRY HILL, N] 08002-4§10

DIRECT DIAL: (202) 776-75832

E-MAIL:sasugrue@duancmorris com

September 3, 1997

ONE GATEWAY CENTER, SUITE 1210
NEWARK, NJ 07102

VIA HAND DELIVERY
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Mr. Jim McNulty (@Z/w ‘
Acting Prothonotary .
Pennsylvania Public Utility Commission
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North Office Building - Room B20 —'c% an
Harrisburg, PA 17105-3265 m
Re: P
R-00973954

etition of Pennsylvania Power & Light Company, Docket No.

Dear Prothonotary McNulty:
Enclosed for filing are an original and 15 copies of the Petition to Intervene of QST
Energy Inc. in the above-referenced proceeding. Please have the remaining 2 copies date
stamped and returned to the messenger for delivery to us.

Thank you for your attention to this matter.

Very tfuly yours,

Stephanie A. Sugrue
for DUANE, MORRIS & HECKSCHER LLP
SAS:hbj

DOCUMENT
FOLDER



BEFORE THE
COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Power & Light Company

2 3
)  Docket No. R-00973954 P
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PETITION TO INTERVENE (:3 7]
OF QST ENERGY INC. '.E ot

)
Pursuant to the rules and procedures of the Pennsylvania Public Utility Commiggion

("Commission"), QST Energy Inc. ("QST") hereby petitions for leave to intervene in the above-

referenced proceeding. In support of its request, QST states as follows:

COMMUNICATIONS AND SERVICE

Service and correspondence in these proceedings should be directed to the following:
Vickiren S. Aeshleman

Director - Regulatory Policy

Sheila S. Hollis, Esquire
Mary Ann Ralls, Esquire
QST Energy Inc. Stephanie A. Sugrue, Esquire
300 Hamilton Blvd., Suite 300 Duane, Morris & Heckscher LLP
Peoria, IL. 61602
Telephone: (309) 655-1356

1667 K Street, N.W., Suite 700
Washington, DC  20006-1608

Telephone: (202) 776-7800
II. NATURE QF THE PROCEEDINGS

Pennsylvania Power & Light Company ("PP&L") filed a proposed Restructuring Plan

with the Commission on or about April 1, 1997 in the docket listed above. PP&I. submitted its

filing pursuant to the provisions of the Electricity Generation Customer Choice and Competition

Act ("Act™).Y The filing's purported goal is to further and achieve the policies set forth by the

¥ 66 Pa. C.S. § 2801 e seq. Section 2806(D) of the Act requires all electric utilities in

{(continued...}




Pennsylvania General Assembly in the Act, as well as the Commission's own Guidelines for

Electric Utility Restructuring Filings issued in Docket No. M-0096890, F.0003 ("Guidelines™).

111 INTEREST OF QST

QST is an Illinois Corporation with its principal place of business in Peoria, Illinois.
QST is a wholly-owned indirect subsidiary of CILCORP Inc. QST is in the business of
providing retail electricity and electric services in lllinois angi other Midwest states. To
effectuate this business, QST is participating in restructuring programs, similar to the instant
proceeding, in Illinois.#

As an active participant in the deregulated electric industry, QST is committed to
providing electric energy at competitive prices to the emerging retail market in Pennsylvania. In
this regard, QST's efforts are entirely consistent with a central tenet of the Act and the
Commission's subsequent Guidelines: to provide a competitive market direct access to reliable,
competitively-priced electric energy.? Thus, QST submits that it is has a substantial and direct
interest in the Commission's restructuring program, as proposed by PP&L. in the above-

referenced proceeding.

1(...continued)
Pennsylvania to file restructuring plans with the Commission on a schedule to be developed by
the Commission.

¥ On April 23, 1997, QST filed an Application with the Commission for approval to
furnish electricity and electric generation services as a marketer within Pennsylvania.

¥ See Commission Opinion and Order in Docket No. M-00960890, F.0003 Re: Electric
Utility Restructuring Filings (February 13, 1997).

.



Furthermore, QST's participation in this proceeding will be in the public interest because
QST is uniquely qualified to comment in the proceeding from the perspective of a power
marketer who has participated in electric restructuring in another state. QST's participation in
electric restructuring in Illinois gives QST an experienced perspective that will serve to protect
the public's interest in developing a truly competitive market for electricity in Pennsylvania.

In addition, existing parties to this proceeding likely will take various positions regarding
the restructuring issues relevant to this proceeding. Other parties' positions, however, may be
inconsistent with QST's individual interests, and accordingly, no existing party in this
proceeding will adequately represent QST's substantial and individual interests.

QST, at this time, raises no issues regarding the record in this proceeding to date,
intending only to participate fully in subsequent actions therein. QST reserves the right to
participate as a party in any future actions that relate to QST's interest in this proceeding.

For these reasons, QST avers that its Petition satisfies the requirements set forth in the

Sections 5.72, 5.73 and 5.74 of the Commission's rules and procedures.



IV.  CONCLUSION

WHEREFORE, QST submits that it has a direct and substantial interest in the outcome of
this proceeding, and its interest cannot be adequately represented by any other party.
Furthermore, QST's participation in this matter will be in the public interest. Accordingly, QST

respectfully requests leave to intervene in this proceeding, with full rights of a party.

Respectfully submitted,

Sheila S. Hollis, Esquire
Mary Ann Ralls, Esquire
Stephanie A. Sugrue, Esquire

(Pa. Supreme Court ID No. 76303)
Duane, Morris & Heckscher, LLP
1667 K Street, N.W., Suite 700
Washington, DC 20006-1608

Attorneys for QST Energy Inc.

September 4, 1997

WEHG281.1



CERTIFICATE OF SERVICE

1 hereby certify that I have this day served a true copy of the foregoing document upon
the participants listed below:

Mr. Irwin Popowsky
Office of Consumer Advocate

14th Floor Strawberry Square
Harrisburg, PA 17120

Mr. Bernard Ryan, Jr.
Office of Small Business Advecate

-
2 49
Suite 1102, Commerce Building _:L; g“% it
300 North 2nd Street zz o, oI
Harrisburg, PA 17101 sy & T
ZE 2o
Mr. Charles Hoffman S _ @
_ Pitnick Building == W
Pennsylvania Public Utility Commission -z‘r-‘, o
P. O. Box 3265 ™
Harrisburg, PA 17105-3265

and to those listed on the attached service lists in accordance with the requirements of
Section 1.57.

Date:

Stephanie A. Sugrue

September 4, 1997



AFFIDAVIT

District of Columbia ) ss:

Stephanie A. Sugrue, being duly sworn according to law, deposes and says that she is
counsel to QST Energy Inc. and, in this capacity, she is authorized to and does make this
affidavit for them, and that the facts set forth in the foregoing Petition to Intervene are true and

correct to the best of her knowledge, information and belief.

%Q»PQ/\HM JQT £‘-*!"__‘i§ -

Stephanie A. Sugrue, Esquire
Pa. Supreme Court [.D. No. 76303

SWORN TO and subscribed

before me this 4th day

of September, 1997

HL0Yd

IV
98 :1 Hd 1~ 43S L6

Jean Chiudioni
Notary Public District of Colurmbia
My Commission Expires September 14, 1998
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Service List for: Pennsylvania Power & Light Company -- Docket No. P-00973954

0001

PAUL E. RUSSBLL

ASSOCIATE GENERAL COUNSEL

TWO NORTH NINTH STREET

ALLENTOWN PA 18101-1179
PENNSYLVANIA POWER & LIGHT COMPANY

0002

JOHNNIE E. SIMMS

SCOTT H. DEBRROFF; CAROL F. PENNINGTON
P.O. BOX 3265

HARRISBURG PA 17105-3265
PUC-0TS PROSECUTORS

0003

CRAIG R. BURGRAFF, BARRETT C SHERIDAN,
JAMES MULLINS, TANYA MCCLOSKEY,I POPOWSKY
1425 STRAWBERRY SQUARE

HARRISBURG PA 17120

QCA (C0001)

0004

JOAN O BRANDEIS, ESQ.

SCHNADER, HARRISON, SEGAL & LEWIS
1600 MARKET S8T., SUITE 3600
PHILADELPHIA PA 19103-4252
BETHLEHEM ETEEL CO, POR

Qons

ALAN J BARAR, ESQUIRE

1417 BLUE MOUNTATIN PARKWAY
HARRISBURG PA 17112
ENVIRONMENTALISTS (POR)

0006

CRAIG A. DOLL, ESQ.

214 STATE STREET

HARRISBURG ‘ PA 17101
DELMARVA POWER & LIGHT COMPANY, POR

0007 _
RANDALL V. GRIFFIN, BSQ.

800 KING STREET

PO BOX 231

WILMINGTON DE 19899
DELMARVA POWER & LIGHT COMPANY, POR

poos

GENE STILP, COORDINATOR

1550 FCQVR

BARRISEURG PA 17112-9240
G STILF & PP&L RATEPAYERS' ASSN, POR

000s
KAREN OILL MOURY

SUITE 1102, COMMERCE RUILDING
300 NORTH SECOND STREET
HARRISBURG PA 17101
OSBA (POR)



Uviu
LISA HELPERT/DONALD KAPLAN

PRESTON GATES FLLIS & RO MEEDS LLP
"SUITR 500, 1735 NEW YORK A N.W.
WASHINGTON DC 20006

PP&L

0011

JORL D. NEWTON, ATTORNEY

PAUL E. NORDSTROM

901 15TH STREET, NW ‘
WASHINGTON DC  20005-2301
ALLEGHENY POWER (POR) '

0012

MICHAEL T. VOUGH, JEFF TORACH

GREATER PITTSTON PROFESSIONAL CENTER
126 SOUTH MAIN STREET

PITTBTCN PA 1B640-1733
COMM ON ECON OPPORTUMITY OF LUZERNE-POR

oaQi3

DAVID M. KLEPPINGER, BPAMELA C. POLACEK
MCNEES, WALLACE & NURICK

100 PINE STREET, P.O. BOX 1166
HARRISBURG | PA 17108-1166
PE&L, INDUST CUSTOMER ALLIANCE (PPLICRA)

0014

DANIEL CLEARFIELD, ALAN KOHLER, ESQS.
ROBERT LONGWELL, ESQ.

305 NORTH FRONT ST., SUITE 401
HARRISBURG PR 17101
ENRON CORP., POR

0015

DAVID A MCCORMICK, REGULATORY LAW QFFICE
901 N. STUART STREET, ROOM 713

DAJA-RL 3949

ARLINGTON VA 22203-1837

U5 DEPT OF DEFENSE ET AL - POR

0016
BRUCE A. CONNELL, EsSQ.

LEGAL DEPARTMENT

600 N. DAIRY ASHFORD, ML-1034

HOUSTON TX 77079

DUPONT POWER MARKETING, INC. (DPMI) POR

0017
SCOTT J. RUBIN, ESQ.

3 LOST CREEK DR.

SELINSGROVE PA 17870-9357
INTL BROTH ELECTL WRKRS LOCAL 1600-POR



0018

EARRY S. GELLER '
-118 LOCUST STREET ,
HARRISBURG PA 101

PA UTILITY LAW PROJECT

aoLs

BILLIE RAMEBEY, BEXRCUTIVE DIRECTOR

1300 MARKET STREET ‘

SUITE 7

LEMOYNE PA 17043
ANTHRACITE REGION INDEP PWR (ARTYPPR},POR

0020
WILLTIAM T. HAWRE, JANET L. MILLER, ESOS.
TOOD S. STEWART, ESQ.

PO BOX 1778; HARRISBURG ENERGY CENTER
HARRISEURG PA  17105-1778
MID-ATLANTIC PWR SUPPLY ASSN (MAPSA), POR

0021

STEPHEN L. HUNTOON

MARY MCFALL HOPPER

2301 MAREKET STREET, £23-1
PHILADELPHIR BR 192103
PECC ENERGY CO., POR

0022

TERRANCE .J. FITZPATRICK,DAVID M. DESALLE
RYAN, RUSSELL, OGDEN, SELTZER, LLP

800 N. THIRD ET., SUITE 101

HARRISBURG PA 17102

GPU ENERGY (POR)

0023

RORERT P. HAYNES III

METTE, EVANS & WOODSIDE

PO BOX 5550 ‘
HARRISBURG PA 17110
PENNSYLVANLIA ELECTRIC COSUMERS COUNSEL

0024
GORDON E. GOODMAN, PRESIDENT
600 NORTH DAIRY ASHFORD, CH-lo08l
HOUESTON X 77079
DUPONT POWER MARKETING, INC. (DFMI) POR

0025

ERIC JOSEFH EPSTEIN

2308 BRANDYWINE DRIVE
HARRISBURG PA 17110
SELF (POR)

coze

JOBN L. MUNSCH, ATTORNEY

800 CARIN HILI. DRIVE

GREENSBURG PA 15601
ALLRGHENY POWER (POR)



MICHAEL STOSSER, ADELIA BORBASCA, ESQS.
HELLER EHRMAN WHITE & MCAU@RFE

. 815 CONNECTICUT AVENUE, N.W® SUITE 200
WASHINGTON DC  20006-4004
KRAFT FOODS, INC. (POR)

coz2e

RICHARD L. CAPLAN, ESQUIRE

STEPHEN M. HLADIK

40 DARBY ROAD

PACLI PR 19301-1461
SCHUYLKILL ENERGY RESQURCES, INC. (POR)

0028

RICHARD L. CAPLAN, ESQUIRE

CAPLAN & LUBER, LLP

40 DARBY ROAD

PAOLI PA 19301-1461
GILRERTON POWER COMPANY (POR)

0030

ROBERT F. YOUNG, ANDREW S. TUBRS, BESQS.
212 LOCUST STREET

P.O. BOX 1266

HARRISBURG PA  17108-1266
ALLEGHENY ELEQTRIC COOPERATIVE INC (POR)

003l

JOHN H. KOCH

428 ROBIN ROAD

ALLENTOWN PA 18104-6724
SELF (INTERESTED PARTY)

0032

P ARMSTRONG, R MATZ, MSRS. ADONZIO/YOUNG
THOMAS, THOMAS, ARMSTRONG & NIESEN

212 LOCUST ST, SUITE 500, PO BROX 9500
HARRISBURG PA  17108-39500
ALLEGHENY ELECTRIC COOPERATIVE, INC.

0033

STEPHEN J. BARARONW

J.KENNEDY & ASSOCIATES, INC.

35 GLENTAKE PARKWAY, SUITE 475
ATLANTA GA 30328
PP&L INDUSTRIAL CUSTOMER ALLIANCE

0034

DAVID W. FRANCIS

114 N. SECOND STREET

HARRISBURG PA 17101
CARADON MIDEAST ALUM/METAL INDUST-POR

0035

MICHAEL L. KESELER, VP & GENERAL COUNSEL
111 S. ALFRED STREET

ALEXANDRIA VA 22304
AMERICAN BNERGY SOLUTIONS, INC. (POR)



o

GARY A. JEFFRIES, SENIOR ATTORNEY
ONE PARK RIDGE CENTER

- P.0O, BOX 15846

PITTSBURGH PA 15244-0746
CNG ENERGY SERVICES CORP. (CNG) (POR)

0037

JOHN GALLAGHER

200 N. 3RD BTRERT, SUITE 300

P0 BOX 12105

HARRISBURG PA 17108-2105
DUQUESNE LIGHT CO

0038
USHER FOGEL, ATTORNEY

ROLAND, POGEL, KOBLENZ & CARR , LLP

1 COLUMBIAR PLACE

ALBANY NY 12207
PENNSYLVANTA PETROLEUM ASS8QCIATION - PRA

0038

JOHN FP.ZINKAND EXEUTIVE VP

PENNR PETROLUEM ASSOCIATION

SUITE 121, BLGD 2, 2001 NCRTH FRONT ST
HARRISBURG FA 17102

PENNSYLVANIA PETRCLEUM ASSOCIATION - PPA

0040

GEORGE F. DENARDO

555 UNION BLVD.

ALLENTOWN . PR 18103
LUCENT TECHNOLOGIES

0041
SUSAN M. SHANAMAN, ATTORNEY
212 N. THIRD STREET

SUITE 203
HARRISBURG PA  17101-1505
CENTER FOR ENERGY & ECON DEVELOEMT (POR)
0042

BRIAN A_RIDER , PRESIDENT

PENNSYLVANIA RETAILERS' ASSOCIATION

224 PINE STREET

HARRISBURG PA 17101-1325
PENNSYLVANIA RETATLERS’ ASSOCIATION, POR

0043

LINDA C. BMITE, FREDERICK OCHSENHIRT
DILWORTH, PAXSON, KALISH & KRUFFMAN

305 NORTH FRONT STREET, SUITE 403
HARRIEBURG ‘ BA 17101
AMERICAN ASSN OF RET PERSONS (AARP), POR



DAVID M. BOONIN
" 200 S. BROAD STREET .
. SUITE 800 '

PHILADELPHIA PA 19102
NEW ENERGY VENTURES, INC. (POR)

0045

JOSEPH DWORETZKY, JORN LAVELLE, JR.
HANGLEY ARONCHICK SEGAL & PUDLIN
ONE LOGAN SQUARE, 12TH. FLOOR
PHILARDELFPHIA PA 19103
NEW ENERGY VENTURES, INC. (POR)

0046

JOELLE 0GG

JOHN & HENGERER

1200 17TH ST, NW, SUITE €00
WASHINGTON DC 20036
SELF

0047
GORDON J. SMITH, ESQUIRE

JOHN & HENGERER

1200 17TH. STREET, N.W., SUITE 600
WASHINGTON DC 20036-3006
DUKE ENERGY TRADING & MARKETING LLC (POR)

0048
JOEN R. ORR, BESQUIRE

ONE WESTCHASE CENTER, 10777 WESTHEIMER
SUITE 650

HOUSTON TX 77042

DUKE ENERGY TRADING & MARKETING LLC (POR)

0049
ROBERT A. MTLLS, COUNSEL

MCNEES, WALLACE & NURICK

100 PINE STREET, P.O. BOX 1166
HARRISBURG PA 17108-1166
PA RETAILERS‘ ASS50CIATION (PRA) (POR)

Q050
GCRDON SMITH, ESQUIRE

JOHN & HENQERER

1200 17TH. STREET, N.W., SUITE 6§00
WASHINGTON DC 20036-3006
NORAM ENERGY MANAGEMENT, INC. (POR)

oo0s1

KEITH SAPPENFIELD, II

DIRECTOR OF MAREKETING SUPPORT

P.C. BOX 2628

HOUSTON TX 77252-2628
NORAM ENERGY MANAGEMENT, INC. (POR)



0052

- GORDON SMITH, BSQUIRE
_JOHN & HENGERER ‘!?
1200 17TH. STREET, N.W., SUITE 600

WASHINGTON DC 20036-3006
VASTAR POWER MARKETING, INC. (POR)

0053 .

NORMA ROSNER, ESQUIRE-GENERAL COUNSEL
200 WESTLAKE PARK BOULEVARD

HOUSTON X 77079
VASTAR POWER MARKETING, INC. (POR)

0054

GORDON SMITH, ESQUIRE

. JOHN & HENGERER

1200 17TH. STREET, N.W., SUITE 600
WASBHINGTON DC 20036-3006
ELECTRIC CLEARINGHOUSE, INC. (POR)

0085

DAVID CRUTHIRDS

1000 LOUISIANA

SUITE 5800

HOUSTON TX 77002-5050
ELECTRIC CLEARINGHOUSE, INC. (POR)

0056
X
X

X
HARRISBURG PA 1710B-1166
X

0057

DAVID W. FRANCIS, ATTORNEY

114 NORTH SECOND STREET
HARRISBURG PA 17101
THE QUAKER OATS COMPANY (POR)

0058
CRAIG G. GOODMAN, ESQUIRE

ERT SERVICES, INC.

3333 K STREET NW, SUITE 425
WASHINGTON DC 20007
DIV OF BQUITABLE RESOURCES, INC.

0053

USHER FOGEL, ESQUIRE

ROLAND, FOGQEL, KOBLENZ & CARR, LLP

1 COLUMBIA PLACE

ALBANY WY 12207

PA ASSN-PLUMB, HEAT, COOL CONTRACTORS, POR

0060

JOHN HAUCKE, EXECUTIVE VICE-PRESIDENT
PA ASEN PLUMB, HEAT, COOL CONTRACTORS
4015 JONESTOWN ROAD

HARRISBURG PA 17109-9109
SELF (POR)



006l

" DAVID. W. FRANCIS

114 N. -SECOND STREET

HARRISBURG PA 17101
MOUNT JOY WIRE CORP. (POR)

0062

FRED ZALCMAN

PACE UNIVERSITY SCHOOL QOF LAW

78 N. BROADWRY

WHITE PLAINS NY 10603
PACE ENERGY PROJECT

DDE3

HONORABLE STEPHEN R, REED, MAYOR
CITY GOVERNMENT CENTER

HARRISBURG PA 17101-1678
CITY OF HARRISBURG

00&4

ALBERT M BININCASA, DIR REGULATY AFFAIRS
46 9TH AVENUE

SEA CLIFF Yy 11578
SKIPPING STONE
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Bruce A. Cunne]'l'] ﬂ iy 5 I ? Q1 C}"_P 12 Pupont‘Power Markating Inc.
General Counset” = '/ = 600 N: Dairy Ashford, ML1034
T IR0 {Box 4783

0 C U M E NT Py oSO FX 77210
Tt s T {281) 293-1736
F 0 L D E R Fax: {281) 293-3826

September 5, 1997

Mr. John G. Alford, Sec. ~ SEP 15 1997
Pennsylvania Public Utililty Commission

Room B20 North Office Bldg.

Commonwealth and North Street

Harrisburg, PA 17109

Re: Service List Changes
Docket No.: P-00971173 - Pennsylvania Power Company
R-00973953 - PECO Energy Company
R-00973954 - Pennsylvania Power & Light Company
R-00974008 - Metropolitan Edison Company
R-00974009 - Pennsylvania Electric Company

Dear Mr. Alford:
With regard to the subject proceedings, please make the following change in the service list

Replace: Gordon E. Goodman, President
DuPont Power Marketing Inc.

With: H. Allan Knopp
Director, Regulatory Affairs
P.O. Box 2197, CH-1038
“Houston, Texas 77252
(281) 293-3753

Please call me if I can answer any questions.

GABUNNES\FERCIB.LTR

£} du Pont de Nemours and Company @ PFrinted on Racycled Paper
LG-4878 Rev, 2/94
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_ RECEIVED
PROTHOHOTARY'S DFFICE

525 Sixth Avenue

Bethlehem, Pennsylvania 18018
610 758-3341 (w)

September 6, 1997

Judge George Kashi Kok
Public Utilities Commission

PO Box 3265
Harrisburg, Pennsylvania 17105-3265 / 00773 75
Dear Judge Kashi:

I would like to submit this written supplement as an elaboration of my sworn public testimony
on the Restructuring Plan filing of Pennsylvania Power and Light Company, originally given at
the hearing in Bethlehem on September 3, 1997.

I understand that I should not expect this submission to be considered as expert testimony due
to the limited time for rebuttal before the closing of this stage of the process. I simply want to
have as clear a statement of my public testimony as possible entered on the public record.

The supplemental statement is enclosed.

Thank you for the opportunity to present testimony. If I can be of any assistance or if any of
my comments need clarification, please feel free to contact me.

Sincerely,

(Ll

Albert H. Wurth, Jr.

ce: John M.Quain, Chairman,PUC

Jay McNulty Prothonatory, PUC jOCUMENT
FOLDER
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Supplemental Statement to public testimony of 9/3/97 on Restructuring Plan submitted to the
Public Utilities Commisssion by Pennsylvania Power and Light Company
— Albert H. Wurth, Jr. 8/6/97

The proposais for electric competition place a great responsibility on the PUC. The
comimission is being asked to bring us the benefits of competition while preserving the
advantages of regulated natural monopoly. Though retail competition is likely of little benefit,
on average, to consumers once wholesale competition in generation is widespread, the proposal
could make some sense in that electric distribution is still a natural monopoly while generation
is and has been competitive, not to mention the wider possibilities of competition in efficiency
and conservation. Still, in such regulation-competition combinations we want to achieve the
“best of both worlds” and avoid ending up with a hybrid of regulation and competition that
recalls John Kennedy’s description of Washington DC as a town with all the charm of a
northern city and all the efficiency of a southern one.

I would like to make three general points regarding the chailenge facing the PUC in
dealing with this and other restructuring proposals. They are recommendations, in general
form, regarding (1)the social and private costs of competition in electric and energy services,
(2) the impact of “stranded cost” calculation on the quality of life and economic future of
Pennsylvania, and, (3) the warrant and method of calculating the “stranded costs” in the PP&L
proposal and in all retail competition plans.

1) EXTERNAL AND INTERNAL (SOCIAL AND PRIVATE) COSTS

“Competition” in electric generation necessarily means competition in smoke, resource
depletion, waste generation, water pollution, efficiency and conservation. All those markets
must be fostered to achieve any real economic benefits of competition.

EXTERNAL COSTS AND BENEFITS MUST BE “INTERNALIZED”
Any “deregulation” or movement toward competition must recognize that market regulation can
“internalize” what would otherwise be external costs that unregulated markets invariably and
inevitably seek to socialize. As the representative of the society at large, the state and its
citizens, the PUC’s responsibility is to minimize these external costs in its plan for retail
competition.

The mandate from the legislature to provide retail competition demands the creation of
markets and competition in areas that were previously regulated. This is dramatically different
from simply reducing regulation. It also demands a level playing field for electric generation,
including markets in externalities. The PUC is in perfect position to create markets in costs
that unregulated markets would likely externalize or socialize onto the citizens of the
Commonwealth. These costs include, among others, smoke, waste generation, nonrenewable
resource depletion and powerplant decommissioning costs. Whatever practical form they
take, whether they be sulfur dioxide charges, or carbon dioxide quotas, or prepayment of
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nuclear decommissioning costs, or any of the myriad other possibilities, if these costs to the
public ore not “internalized” by the PUC, the retail markets for generation will be inefficient
and unnecessarily costly to the citizens of Pennsylvania.

These externalities are not only in markets for external costs, but also in benefits that
are external to conventional markets for kilowatts. The efficiency and conservation or
demand-reduction markets must be fostered along with the market for competition in kilowatt
hours or many benefits of competition will go unrealized. At minimum, “negawatts” and
efficiency improvements must have equal access to distribution through the regulated utility as
various providers of kilowatts.

MARKETS REQUIRE INFORMATION
The information offered by the conservation sellers who reduce electric demand (and thereby
fuel use, pollution and energy (dollar) cost per unit of output) would not be the only kind of
information necessary to provide real competition. All markets require perfect information to
achieve efficiency; this is the reason, for example, for the reporting requirements of the
Securities and Exchange Commission in financial markets. Since the PUC will be responsible
for creating markets in Pennsylvania for energy services, it is necessary that they provide
consumers with similar accurately-reported information about their market choices in electric
generation. This demands, at minimum, fuel, pollution and other waste reports from all
generators, as well as region of origin of generated power, and principal owners, taxes paid,
and other financial information about the companies. These kinds of information provision
have been proposed to promote “green” power markets., but are simply a market efficiency
requirement, especially in light of the types of pricing structures that are likely to emerge. If
the long distance telephone and airline experiences can be any guide, “premiums,” advertising,
and other complicated marketing linkages will be widespread, complicating or displacing clear
price competition. To avoid the telephone world with complex pricing structures that are
almost impossible to compare, the PUC must insist on clear pricing reporting, along with the
relevant information about fuel source etc.. Without such provision, consumers could be
subsidizing a local polluter without even knowing what their consumer “dollar-votes” were

supporting.

BILLS NOT RATES
It is most important, both for the Pennsylvania economy and for the citizen and consumer
interest that the commission remember that it is the bill not the rate that purchasers of
electricity seek to minimize. This is true for all sizes of consumers, so that both quantity and
price of kilowatts should be subjected to competition in the marketplace.

The treatment of externalities offers two potential futures:

If we have more poliution and less cost for producers and the same or higher average
bills, we’ve just socialized costs onto the weak and privatized benefits for the strong.

If we have more efficiency and lower bills and less smoke and higher profits for electric
generators, we have begun to realize the possible benefits of competition.

The choice between these two possibilities will be a result of PUC decisions.
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2) WINNERS AND LOSERS, BUT THE REAL WINNER SHOULD BE PENNSY] VANIA

It is clear that in this introduction of competition, all PUC decisions will make winners and
losers. The division of the proposed “stranded” costs is a choice between shareholders (and
perhaps other creditors of the utilities) and customers.

While this is clearly an equity issue among these parties (and the PUC must necessarily
pay closer attention to the “captive” consumers who had and have no alternative than to the
more flexible shareholder interests who were and are free to buy and sell their interest in the
utility), it is also an efficiency issue influencing the competitiveness of Pennsylvania business
and the relative cost of living in Pennsylvania.

It is equally an economic development issue affecting the future impact of billions of
dollars of investment spending. The choice between customers and shareholders is between
keeping those dollars in Pennsylvania and the Pennsylvania economy, since PP&L and all
PUC-regulated utilities have service areas in the state, and sending those dollars to the global
capital markets, likely 1o the pockets of large multinational holding companies that PP&L and
other state utilities will either be swallowed by or become. These 4 billion or so real dollars
will either stay in Pennsylvania or be siphoned off to the stockholders, who are unquestionably
a less “Pennsylvanian” group than the customers. Or put another way, the people the PUC
serves are more represented in the customers than in the shareholders.

3) STRANDED COSTS MUST HAVE MARKET VALUES OR THEY DON’T EXIST
Stranded cost valuation should be determined by market pricing, not by estimates by those
seeking reimbursement. Uneconomic capacity that was required by regulators qualifies as
stranded; uneconomic facilities and contracts chosen by utility management were good or bad
(but not stranded) investments.

The determination of the stranded costs as proposed by PP&L cannot be considered as
anything more than an estimate. Indeed, no single formula for stranded costs can
unequivocally identify their dollar value. No single dollar amount in cash or net present value
can possibly anticipate the future of energy markets and identify the real-world future value of
the “stranded” assets.

In a realm of retail competition, the price and value of competitive assets is determined
by market forces. The costs incurred from the transition from a regulatory to a competitive
regime can only be determined by the willingness of investors to buy and sell those assets in an
open market. The simple and obvious way to determine the stranded costs is to let the market
determine them; any utility, like PP&L, that proposed a dollar amount of expected losses for
any stranded costs would by such a claim obviously be willing to rid itself of the negative
assets (liabilities). With such a market approach, any utility proposing stranded cost
compensation or CTC would be offering the sale of the stranded assets to any bidder who




would accept a lower CTC regulatory guarantee. Another bidder might be willing to take over
PP&L’s liabilities for a much smaller CTC guarantee. This would more closely approximate
the market value of the stranded costs. Without competitive market bids to evaluate the
stranded assets, the process is inherently flawed and biased toward overestimation, with no
incentive for any utility to carefully and accurately calculate its estimates of its stranded costs.

For the same reason, accurate cost accounting and pricing, the assets (liabilities) judged
to be stranded must be treated in the same way in all cost accounting and balance sheet
reporting. Costs are “stranded” only if they were invested in assets with no remaining
economic value.

STRANDED COSTS OR UNWISE INVESTMENTS?
The only mandated costs were for capacity; investiments in excess of that capacity and
investments chosen to provide that capacity were management decisions, and attributable to the
decisions made by shareholder- (not customer-) appointed leadership. Investments that were
more costly than the best available practice at the time of the investment in generating capacity
are not stranded costs mandated under the regulatory system, but investment choices made by
management. This type of analysis applies to both utility-owned and utility-contracted
generation capacity. The regulatory system is not responsible for uneconomic choices made by
utility management.

In back-of-an-envelope terms, the “stranded” generating capacity is the amount of
capacity that is now uneconomic times the price of such capacity at the best and most efficient
price for delivered service at the time of the investment. Costs in excess of that amount are
management choices that are attributable to shareholders, not customers. The utility had to
invest to meet the needs of its customers; the state and its citizen-customers required that. The
choice of how to meet that need was a management decision weighing risk and return of
various methods of service provision. The variety of methods available to meet energy
demand illustrate the nature of the choice: hydro, coal, gas, oil, wind, conservation,
efficiency. Any other method of calculation will disproportionately reward the least well
managed utilities.

In summary, to serve the citizens of Pennsylvania and to meet the requirements of the
legislative authorization of retail competition in electric service, the PUC should takes steps to
establish markets in all aspects of electric generation that internalize external costs and
benefits, and provide consumers with adequate information for making efficient choices in the
energy market. The PUC should also limit CTC amounts to market-determined and truly
mandated costs to prevent significant losses to economic development in Pennsylvania.



