COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

HARRISBURG, PENNSYLVANLA

JOHN M. QUAIN
CHAIRMAN

July 10, 1998

Application of Pennsylvania Power & Light Company for Approval of
Restructuring Plan Under Section 2806 of the Public Utility Code,
Docket No. R-00973954

TO THE PARTIES:

| On July 9, 1998, the Commission ruled on Petitions for Reconsideration of the

PP&L restructuring plan, as identified in the Commission’s June 15, 1998 order. After
consultation with my fellow Commissioners, | have been authorized to send this letter
which offers the opportunity for substantive settlement discussions in this case.

We all wish to avoid costly and non-constructive appellate litigation. Thus far, this
complex and admittedly difficult matter has been marked by commendable forbearance
and cooperative efforts by all involved. We wish to see that effort continue. Therefore, we
would offer a settlement conference to be convened on Thursday, July 16, 1998, at 10:00
a.m. in Executive Chambers, 1st Floor, North Office Building in Harrisburg, to address a
limited set of issues identified by the parties, in an attempt to forestall or resolve appellate
litigation.

There are certain pre-conditions, however, which must be met to accomplish this
and to accept the offer of a settlement conference. First, in order to convene such a
settlement conference, we ask all parties to fax written notice to my office by noon on
Wednesday, Juily 15, 1998, that they accept the offer of the conference and will attend,
coming to the table in good faith, with full authority to negotiate and to resolve the issues.
Since | would facilitate the conference, we further request that the parties waive any
objection to my voting on the compliance filing issues, or any subsequent petitions arising
from a settlement conference, or, if that conference is not successful, any remand of this
case by any appellate court.
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The parties must also clearly state those issues which they are bringing to the
table. Again, we would stress that what is essential is not a re-opening of this entire
matter, but an articulation of the essential positions the parties hold contrary to the
Commission’s orders of June 15 and July 9, 1998.

Kindly consider this offer and respond at the earliest date possible.
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JOHN M. QUAIN
Chairman

cc.  Vice Chairman Bloom
Commissioner Rolka
Commissioner Brownell
Commissioner Wilson
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July 13, 1998 a A
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VIA HAND DELIVERY 'Z—}'* =
%o @

James McNulty, Secretary A 2
Pennsylvania Public Utility Commission @t
o ™~

P.O. Box 3265 A o
Harrisburg, PA 17105-3265 > -

RE:

Application of Pennsylvania Power & Light Company

For Approval of its Restructuring Plan Under Section 2806
of the Public Utility Code;

Docket No. R-00973954

Dear Mr. Mc¢Nulty:

Please find the original and three copies of Enron’s corrected answer to PP&L
Inc.’s Reconsideration Petition in the above-referenced matter. Please replace Enron’s original
answer with the corrected one. Thank you for your attention to this matter.

If you have any questions, please contact the undersigned.

EEF

AK/cln
Enclosures

cc: All Parties of Record

7

DSH:11441.1

Respectfully,

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

PHILADELPHIA, PAa ® NEW YORK, NY * BLUE BELL, PA ®* CAMDEN, NJ ®* NORRISTOWN, PA ¢ WILMINGTON, DE
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Application of PP&L, Inc. for Approval of

its Restructuring Plan Under Section 2806
of the Public Utility Code

Docket No. R-00973954
DOCUMENT DOCKETES
FOLDER

e
ENRON POWER MARKETING, INC.’S
ANSWER TO PP&L, INC.’S RECONSIDERATION PETITION

Enron Power Marketing, Inc. ("Enron"), by its counsel, submits this Answer in

response to the petition filed by PP&L Inc. ("PP&L") on June 26, 1998 seeking
reconsideration and other related relief pertaining to the Commission’s June 15, 1998
Opinion and Order establishing a restructuring plan for PP&L at the above-captioned

docket. PP&L has requested expedited treatment and seeks Commission adjudication of

its petition at its July 9, 1998 Public Meeting.'

In responding to PP&L’s petition, Enron is focusing on paragraphs 37 and 38 of

the petition which requests the Commission to reconsider a requirement included in

PP&IL’s Code of Conduct under which PP&L must seek and receive regulatory approval

Enron strongly supports PP&L’s request for expedited treatment. As set forth

below, if the Commission has any hopes for market entry by electric generation
suppliers ("EGS") into PP&L and other electric distribution companies ("EDC")

service territories, it must finalize the restructuring rules immediately. Further
delays simply cannot be tolerated.
DSH:13009.1



of transactions between affiliated divisions.> PP&L’s request for elimination of this
requirement is based on completely inaccurate and misleading assertions and should be
summarily denied.

PP&L’s reasons for reconsideration fall into two general categories. First, it
claims that the relief ordered by the Commission was not requested by any party and that
it therefore violated PP&L’s due process rights. In addition to conveying a complete
misunderstanding of Pennsylvania due process requirements, PP&L.’s claim is a complete
misstatement. The fact of the matter is that Enron introduced testimony supporting such
relief and the Competitive Interveners specifically requested the Commission to
implement such a requirement in its briefs in the proceeding.? PP&L’s due process rights
have been fully protected and its complaint represents nothing more than an unsupported
"second shot at the apple" at an issué which it fully litigated and lost.

Second, PP&L contrives a "hodgepodge" of practical concerns which it alleges

could result from the need for regulatory approval of divisional transactions. Stripped of

2 PP&L refers to its divisions as its EGS division and its EDC division. PP&L’s
EGS division, PP&L Energy Plus, is a licensed supplier and also owns and
operates PP&L’s generation assets. The EDC division serves the distribution and
transmission functions and also serves as the provider of last resort ("PLR™).

3 Enron St. 6.0 (Dirmeier), pp. 6-7; Competitive Interveners’ Main Brief, p. 34-35,
Reply Brief, p. 20. The Competitive Interveners are Enron, New Energy
Ventures, the Mid-Atlantic Power Supply Association and the Pennsylvania
Petroleum Association. The Competitive Interveners filed joint briefs at the
direction of ALJ Kashi. Apparently, PP&L did not take the time to review the
positions of the parties before making its erroneous assertions.

DSH:13009.1 -2-



their rhetoric, the concerns are empty and are an attempt to relitigate issues already
considered and decided. It must be remembered that PP&L, unlike all other major
EDC’s, chose not to structurally separate and to organize its licensed EGS as an affiliated
division of the EDC rather than a corporate affiliate. However, this does not mean that
the Code of Conduct, including review of affiliate or divisional transactions, should not
be applied equally to PP&L as other EDCs. All other major EDCs are, by operation of
law, subject to the regulatory review procedures provided for by Chapter 21 and have not
complained or raised concerns regarding its practical application. PP&L should be
treated no different and should not be permitted to evade the Commission’s regulatory
oversight through manipulation of its corporate organization.

Finally, the Commission must not permit further delays in the compliance process
for implementing PP&L’s Restructuring Order. Not only should the Commission
summarily deny PP&L’s reconsideration petition on July 9, 1998, but the Commission
should stick to its present deadline of July 15, 1998 for submission of its compliance
filing.* Furthermore, the Commission should direct PP&L to immediately schedule
meetings with all interested parties, including EGSs, to resolve any potential disputes
regarding its proposed tariffs so that the rules applicable to PP&L’s service territory can

be finalized as soon as possible.

4 By Order entered June 26, 1998, the Commission extended PP&L’s compliance

filing deadline until July 15, 1998.

DSH:13009.1 ~3-



In response to PP&L’s petition, Enron asserts as follows:

l.

Enron asserts that the relief requested pertaining to PP&L’s Code of

Conduct lacks merit and should be summarily denied.

2.

Enron is not taking any position on the allegations contained in

paragraphs 2 through 36 of PP&L’s petition.

3.

Enron strongly denies and opposes the allegations set forth in

Paragraphs 37 and 38 of PP&L’s petition as specifically set forth below:

37.

DSH:13009.1

PP&I.’s assertion that the issue of regulatory approval of divisional
transactions was not raised or requested by any party is a complete
misstatement by PP&L. PP&IL’s decision not to structurally separate its
EGS functions from its EDC functions was of grave concern to Enron and
other suppliers from the outset of PP&L’s restructuring proceeding. As
Enron witness Michael Dirmeier explained in testimony introduced into the
underlying record in this proceeding:

The fundamental prerequisite to true and effective
competition is that regulated and non-regulated activities
should be as physically, functionally and legally separated as
is possible under the Act. Ideally, the EDC would no longer
have any relationship, other than as between totally separate
companies, with its present affiliated generation and
marketing businesses. The Commission should mandate the
maximum level of separation possible to ensure that EDCs
treat all participants in the electric markets, including
generation undertaken by related companies, in precisely the
same manner.



DSH:13009.1

Not only should [the] functional separation requirement be
equally applicable to PP&L’s Delivery Group and Generation
Supply Group as to separate corporate aftiliates, but the
separation requirement must be more clearly defined and
more strictly enforced since the potential for abuse is much
greater without the clear boundaries provided by structural
corporate division."

Enron St. 6.0 (Dirmeier), pp. 6, 15.

Following the close of the record, in their Main Brief, the
Competitive Interveners specifically requested the Commission to impose a
regulatory approval requirement for transactions between PP&L’s EDC and
EGS divisions. As the Competitive Interveners clearly and concisely
stated:

As to PP&L’s proposed Code of Conduct, many of the
modifications and clarifications to PECO’s proposed Code of
Conduct addressed by the Commission in the PECO
Restructuring Orders are also relevant here. First, the
Commission required that "The Commission must assert the
same level of review of transactions between en EDC and its
competitive entity, whether it is separately incorporated or
not.” [PECO Opinion and Order, p. 128.] Such a requirement
is particularly important, since PP&L. is not proposing to
separately incorporate the Generation Supply Group [EGS
division], and will prevent PP&L from evading Commission
review of transactions between the Delivery Group [EDC
division] and the Generation Supply Group. Such a provision
is missing from PP&L.’s proposed code and should be added
to satisfy the Commission’s standard.




Competitive Intervener Main Brief, pp. 34-35 (footnotes omitted).’

Furthermore, in its Reply Brief, the Competitive Interveners

reasserted their request for a regulatory review requirement for transactions

between PP&IL. divisions when it stated:

"Structural separation through the establishment of
fully independent entities is preferable, whenever
possible . . .. Functional separation without legal
separation must not provide a basis for any
competitive advantage or opportunities for the
marketing entity." For example, the Commission
required that transactions between an EGS and an
affiliated supplier should be subject to the same level
of Commission scrutiny whether or not the affiliate is
structurally separated from the EDC. PECO
Restructuring Order, p. 128. This requirement is
equally applicable to PP&L and should be included in
its final restructuring plan.

Competitive Intervener’ Reply Brief, p. 20, fn. 50.

Accordingly, not only was the request for relief raised by the

Competitive Interveners, but it was raised as one of the most critical aspects
of an adequate Code of Conduct for PP&L — particularly given PP&L’s
refusal to structurally separate its operations. PP&L’s assertions to the

contrary are complete misstatements and should be disregarded.

DSH:13009.1

PP&L would have the Commission think that it "dreamed up" this requirement
just for PP&L. However, the fact of the matter is that this requirement was
included as a part of PECQO’s Code of Conduct in the PECO Restructuring Order
and was an adoption of similar testimony by Enron witness Dirmeier introduced
into the PECO restructuring proceeding.

-6-



38.

DSH:13009.1

PP&L’s practical concerns regarding the requirement of regulatory
approvals for divisional transactions are no more convincing than its
misplaced due process claims. PP&L first complains that the requirement
places its EGS in a different position than other market participants since
other EGSs would not require regulatory approval of transactions with the
EDC.

PP&L completely misses the point. It is the affiliated nature of the
two PP&L divisions which creates the need for competitive safeguards in
the first place and led the General Assembly to require regulatory approval
of affiliate transactions generally for all public utilities through enactment
of Chapter 21 of the Code. The fact that PP&L has not structurally
separated its operations creates the potential for further abuse and is further
reason why regulatory oversight is necessary. Nonaffiliated entities simply
have no incentive to engage in anti-competitive or otherwise inappropriate
transactions which provide any advantage or benefit to the utility and
regulatory review would serve no purpose. Although the General
Assembly did not require that utility EDC and EGS operations be
structurally separated, it also did not intend that a utility be able to evade
application of the law — including Chapter 21 — through manipulation of

its corporate structure. PP&L, by its own admission, is trying to avoid

-7-



essential protections for the competitive market which are a critical
component of the PECO Settlement and which are pending for generic
implementation in the Commission’s competitive safeguards rulemaking
docket.

The generation component of the code of conduct agreed to by PECO and
the other parties for its generation facilities has several basic principles but
focuses on prohibiting the entity that controls the generation assets from
utilizing those assets in a way that gives the EDC or the affiliated supplier
an unreasonable preference over a non-affiliated EGS.” The specific rules
in the PECO Code are designed to prevent the incumbent from being able
to utilize its monopoly position with respect to generation to undercut the
retail market. It prohibits PECO’s generation affiliate from selling what
would otherwise be wholesale generation services directly into the retail
market in the affiliated EDC’s service territory and prohibits any anti-

competitive or discriminatory conduct which would prevent retail

DSH:13009.1

Notice of Proposed Rulemaking Regarding the Establishment of Competitive
Safeguards for the Pennsylvania Electric Industry, L-090132. See June 12, 1998

Enron Comments, pp. 16-18.
Joint Petition for Full Settlement, R-0097953, Appendix H.

.8-



electricity customers from obtaining the benefits of a properly functioning
and workable competitive electricity market.

Again, PP&L’s potential for abuse is much greater and, if anything,
requires additional protections. Unlike PECO which has agreed to
structurally separate its generation asset function, in addition to its EDC
and EGS functions, PP&L has not even functionalily separated its
generation asset function from its EGS. Accordingly, permitting
transactions between PP&L’s divisions without strict regulatory oversight
will be potentially disastrous to competition regardless of any other market
conditions adopted by the Commission.

While Enron is advocating a requirement in the Competitive
Safeguards Rulemaking that all EDCs, including PP&L, be required to
functionally separate their generation assets function which would then be
subject to a Genco Code of Conduct similar to PECO’s, the Commission’s
requirement for regulatory review of PP&L’s divisional transactions
provides some protection to the competitive market in the meantime.’

Accordingly, the Commission should maintain the requirement until such

DSH:13008.1

Full Settlement, Appendix G, Rule 5.

The filing of transactions between the divisions will give the Commission and
market participants a "fighting chance" to identify anti-competitive behavior
before it occurs and to address it through the transaction review process.

9.



38(a).

time as it can be strengthened, not eliminate the requirement and provide
PP&I. unfettered ability to manipulate the marketplace.
PP&L claims that the requirement will interfere with the PLR
responsibilities because of the regulatory delays in reviewing divisional
transactions. Such a concern is exaggerated out of proportion and is no
more than an attempt to avoid critical regulatory oversight of its operations.
[t must be remembered that the procedures contained in
Section 2101(b) regarding review of affiliate transactions, includes
"deemed approved" language which results in approval of contracts within
30 days of submission unless the Commission affirmatively rejects the
transaction or extends the review period.’® PP&L will have plenty of
opportunity to finalize and receive regulatory approval of arrangements
between its divisions in a timely manner which will have no impact on its
PLR functions as long as its actions and business strategy are proper.
However, if PP&L attempts to provide opportunities to its division or itself
which are not available to other market participants, regulatory delay is

justified so that the activity can be brought to a halt before it begins.

DSH:13009.1

PP&L would have the Commission think it will encounter months of regulatory
delay.
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38(b). Again, PP&L’s concerns are greatly over exaggerated and represent an

DSH:13009.1

attempt to evade oversight, not a legitimate practical concern. Every other
major EDC in the Commonwealth has voluntarily structurally separated its
EDC operation from its EGS and generation asset operations and as a result
of the structural separation, has placed itself within Chapter 21's purview.
No other EDC has raised a concern about its ability to transact with an
affiliate as a result of Chapter 21 regulatory delays. The only requirement
placed on PP&L is that pertaining to regulatory approval of the service
arrangement between divisions — an arrangement which can be established
and submitted in advance. While each transaction must be consistent with
and per authority of the Commission approved arrangement, hourly
approvals are not at issue here as PP&L appears to claim. Again, PP&L is
attempting to evade a requirement which will be in effect for other utilities,
by operation of law, and, if anything, is more critical for a company which
has not structurally separated. Such evasion is completely inappropriate
and should be rejected by the Commission.

Furthermore, PP&L’s passing reference that such a requirement will
increase rates to its PLR customers or jeopardize reliability is misleading.
PP&L’s PLR customers are required to pay existing tariffed rates for

generation for the foreseeable future and are protected by a rate cap.

-11-



o ®
Furthermore, it is inconceivable that a 30 day review process which will be
applicable to every other utility will somehow adversely impact PP&L’s
reliability of service.

38(c). While there is no provision in the Act which expressly provides for the
application of Chapter 21 to PP&L’s divisions, there is nothing that
prevents Chapter 21 requirements and procedures from being included as a
component of PP&L’s restructuring plan. Whether Chapter 21 directly
applies to PP&I.’s divisions is not at issue. What requirements must be
included in PP&L’s restructuring plan to enable the transition to
competition in PP&L’s service territory is at issue. As set forth above,
required regulatory approval of divisional transactions is a critical aspect of
PP&L’s Code of Conduct which is supported by the underlying record of
this proceeding and should be maintained by the Commission.

38(d). The Code of Conduct provisions cited by PP&L provide some protection
for non-power goods and services, but provide no protection for power or
generation related goods and services. Furthermore, it is difficult to predict
the type of ant-competitive behavior which divisions under the same
corporation will engage in. The regulatory oversight requirement will give
the Commission and market participants a "fighting chance” to deter anti-

competitive behavior before it becomes widespread. Furthermore, the
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requirement is already imposed on other major electric utilities by operation
of law and is appropriate for application to PP&L.

38(d). PP&L does nothing more than repeat its exaggerated and alleged concerns
pertaining to PLR service and system reliability. While PP&L clearly
understand that these two areas are "regulatory attention getters,” they have
nothing to do with the pending issue and PP&L’s references should be
disregarded.

4, Reconsideration of a Commission order is not appropriate at this time. As

the Commission stated in Duick v. Pennsylvania Gas and Water Company, 56 Pa. P.U.C.
553 (1992) in establishing the applicable standard:

A petition for reconsideration under the provisions of 66

Pa.C.S. §703(g) may properly raise any matters designed to

convince the Commission that it should exercise its discretion

under this code section to rescind or amend a prior order in

whole or in part . . .. What we expect to see raised in such

petitions are new and novel arguments, not previously heard,

or considerations which appear to have been overlooked by

the Commission.
Duick at 559.

Here, shed of its rhetoric and misstatements, PP&I. does nothing more than

attempt to relitigate issues already decided by the Commission based on the evidence

before it. No new evidence or new or novel arguments have been presented. The relief

DSH:13009.1 -13-



ordered by the Commission is supported by evidence of record and reconsideration
should be denied.
5. In addition to rejecting the relief requested by PP&L at its July 9, 1998
Public Meeting, the Commission should take strong and affirmative steps to assure that
the implementation of PP&L’s restructuring plan moves forward. Although under any
schedule, PP&L’s proposed supplier tariff will be due in the near future, PP&L has yet to
schedule meetings with suppliers in order to resolve disagreements and to keep disputes
before the Commission to a minimum. This sort of collaborative process was critical to
finalizing PECO’s rules in a timely fashion. Unless the Commission takes strong and
affirmative steps and avoids any further delays, PP&L’s rules will not be finalized in time
to allow EGSs to enter the market on January I, 1999 and direct access in PP&L’s
territory will be delayed indefinitely.

WHEREFORE, for all of the foregoing reasons, Enron respectfully requests the

Commission to issue an order denying PP&L’s reconsideration petition.

Respectfully submitted,

W b

Daniel Clearfield

Alan Kohler

WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP
212 Locust Street, Suite 300

Harrisburg, PA 17101

(717)237-7160

Dated: July 2, 1998

DSH:13009.1 -14-



N .

CERTIFICATE OF SERVIC

I hereby certify that I have this day served a true copy of the foregoing documents
upon the participants, listed below, in accordance with the requirements of §1.54 (relating to
service by a participant):

FIRST CLASS MAIL

Paul E. Russell, Esquire
Pennsylvania Power & Light Co.
Two North Ninth St.

Allentown, PA 18101

VIA FIRST CELASS MAIL

Donald A. Kaplan, Esquire

Lisa M. Helpert, Esquire

Preston Gates Ellis & Ravelas Meeds LLP
Suite 500, 1735 New York Ave,, N.W,
Washington, DC 20006

John Eisen, Esquire
Morgan, Lewis & Bockius
417 Walnut Street
Harrisburg, PA 17101

James A. Mullins, Esquire
Office of Consumer Advocate
Forum Place, Sth Floor

555 Walnut Street
Harrisburg, PA 17101-1921

Bernard A. Ryan, Esquire

Johnnie Simms, Esquire

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101
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David M. Kleppinger, Esquire
Robert Mills, Esquire
McNees, Wallace & Nurick
100 Pine Street

P. 0. Box 1166

Harrisburg, PA 17108

Todd S. Stewart, Esquire
Norman Kennard, Esquire
Rhonda Hendrickson
Malatesta Hawke & McKeon
100 North Tenth Street

P. 0. Box 1778

Harrisburg, PA 17120

James Melia, Esquire
Kirkpatrick & Lockhart

The Payne Shoemaker Building
240 North Third Street
Harrisburg, PA 17101-1507

Robert P. Haynes, I1I, Esquire
Mette, Evans & Woodside
3401 North Front Street
Harrisburg, PA 17110-0950

Norman J. Kennard, Esquire
Malatesta, Hawke & McKeon
100 North Tenth Street
Harrisburg, PA 17101

Kenneth Zielonis, Esquire
Stevens & Lee

208 North Third Street, Suite 310
Harrisburg, PA 17101

Cheryl W. Davis, Dir.

Office of Special Assistants
Penna. Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265




Johnnie Simms, Esquire

Charles F. Hoffman, Esquire
Office of Trial Staff

Penna. Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

Harry Geller, Esquire
Penna. Utility Law Project
118 Locust Street
Harrisburg, PA 17101

Lawrence Goldasky
GPU Energy

100 APC Building
800 North Third Street
Harrisburg, PA 17102

Craig A. Doll, Esquire
214 State Street
Harrisburg, PA 17101

Rabert F. Young

Deputy General Counsel
212 Locust Street

P.O. Box 1266

Harrisburg, PA 17108-1266

Linda C. Smith, Esquire

Dilworth, Paxson, Kalish and Kauffman, LLP
305 N. Front Street, Suite 403

Harrisburg, PA 17101-1236

David W. Francis, Esquire

Powell, Trachtman, Logan, Carrle,
Bowman & Lombardo

114 North Second Street

Harrisburg, PA 17101

Terry S. Fitzpatrick, Esquire

David M. DeSalle, Esquire

Ryan, Russel, Ogden & Seltzer LLP
800 North 3rd Street, Suite 101
Harrisburg, PA 17102-2025
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Scott J. Rubin, Esq.
3 Lost Creek Drive
Selinsgrove, PA 17870

Mr. Robert D. Knecht

Industrial Economics Incorporated
2067 Massachusetts Avenue
Cambridge, MA 02140



DSH:8776.1

Elizabeth R. Benson

Energy Associates

7303 Timber Lane

Falls Church, VA 22046-2735

Warren W. Mack, Vice President
Ahlstrom Development Corp.
4350 Lalolla Village Drive

Suite 210

San Diego, CA 92122

Richard L. Caplan, Esquire
Caplan & Luber, LLP

40 Darby Road

Paoli, PA 19301

Billie E. Ramsey, Executive Director
ARIPPA

1300 Market Street

Lemoyne, PA 17043

Craig G. Goodman, Esquire
Equitable Resources

3333 K Street, N.W,

Suite 425

Washington, DC 20007

Louis J. Carter, Esquire
7300 City Line Avenue
Philadelphia, PA 19151-2291

Ginny Kreitler

RMI, Inc.

111 Presidential Boulevard
Suite 127

Bala Cynwyd, PA 19004

Edwin D. Hill, International Vice President
IBEW

200 Corporate Center Drive

Suite 301

Corapolis, PA 15108
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William Schmitt

Local 1600 IBEW

540 Grange Road

P. 0. Box 470

Trexlertown, Pennsylvania 18087

Martha Duggan

Mary Beth Tigue

The Eastern Group, Inc.

2900 Eisenhower Avenue, Suite 300
Alexandria, VA 22314

D. Jane Drennan, Esquire
Sarah E. Tomalty, Esquire
Drennan & Associates
1216 16th Street, N.'W.
Washington, DC 20036

David A. McCormick, Esquire
Department of the Army

Office of the Judge Advocate General
901 North Stuart Street

Arlington, VA 22203-1837

Joan 0. Brandeis, Esquire
Schnader, Harrison, Segal & Lewis
Suite 3600

1600 Market Street

Philadelphia, PA 19103-4252

Wayne M. Thomas, Esquire
Kohn, Nast & Graff, P.C.

1101 Market Street, 24th Floor
Philadelphia, PA 19107

Mr. Craig R. Kuennen

Energy Services Manager

Commission on Economic Opportunity
211 South Main Street

Wilkes-Barre, PA 18701-1596

Roger E. Clark
905 Dennison Drive
Ambler, PA 19002
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Stephen J. Selden, Esquire
Assistant General Counsel
Bethlehem Steel Corporation
Eighth & Eaton Avenues
Bethlehem, PA 18016

Mr. Eric J. Epstein
2308 Brandywine Drive
Harrisburg, PA 17110

Stephen L. Huntoon, Esquire
PECO Gas Supply Company
2301 Market Street

Philadelphia, PA 19101-8699

Noel H. Trask, Esquire
PECO Energy Company
2301 Market Street
Philadelphia, PA 19101-8699

Paul E. Nordstrom, Esquire

Debbie Swanstrom, Esquire

Verner, Liipfert, Bernhard, McPherson & Hand
901 15th Street, N.W_, Suite 700

Washington, DC 20005

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Stephen J. Baron

J. Kennedy and Assoc., Inc.

35 Glenlake Parkway, Suite 475
Atlanta, GA 30328

Fred Zalcman, Esq.

Pace University School of Law
78 North Broadway

White Plains, NY 10603

Andrew Altman, Deputy Director
Clean Air Council

135 S. 19th St., Suite 300
Philadelphia, PA 19103
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Bruce Biewald

Snyapse Energy Economics, Inc.
101 Chilton St.

Cambridge, MA 02138

Jerry Mendle

MSB Energy Associates

7507 Hubbard Ave., Suite 200
Middleton, W1 53562

Richard LaCaptra
Henry Yoshimura
LaCapra Associates
The Province Building
333 Washington Street
Boston, MA 02108

Neil Talbot
81 Grand Street, No. 3
New York, NY 10013

Gordon . Smith, Esquire

John & Hengerer

1200 ]17th Street, NW, Suite 600
Washington, DC 20036

Michael J. Vough, Esquire
Vough & Associates

126 South Main Street
Pittston, PA 18640

Joel E. Newton, Esquire
901 15th Street, NW
Suite 700

Washington, DC 20005

Michael A. Stosser, Esquire

Heller, Ehrman, White & McAuliffe
815 Connecticut Ave., NW

Suite 200

Washington, DC 20006-4004

Bruce A. Connell

General Counsel

600 N. Dairy Ashford, ML-1034
Houston, TX 77079



Thomas S. Catlin

Exeter Associates, Inc.
Suite 350

12510 Prosperity Drive
Silver Spring, MD 20504

Joseph A. Dworetzky, Esquire
Hangley, Aronchick, Segal and Pudlin
One Logan Square, 12th Fi.
Philadelphia, PA 19103-6933

Usher Fogel, Esquire

Roland, Fogel, Loblenz & Carr LLP
| Columbia Place

Albany, NY 12207

o 1504

Alan Kohler

Dated: July 13, 1998
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MCNEES, WALLACE & NURICK
ATTORNEYS AT LAW

100 PINE STREE
P. 0. BOX 166
HARRISBURG, PA 17108-1166
TeLEPHONE 7171 232-8B000
Fax (7171237 -5300

http:/fwww.mwn.com

Davip M. KLEPPINGER

DIRECT DIAL: (717) 237-5214
E-MAIL ADDRESS: DKLEPPIN@MWN.COM .Tuly 1 3, 1998

John M. Quain, Chairman VIA FAX

Pennsylvania Public Utility Commission
F. O. Box 3265
Hammsburg, PA 17105-3265

Re:  Application of Pennsylvania Power & Light Company for Approval of
Restructuring Plan Under Section 2806 of the Public Utility Code,

Docket No. R-00973954

Dear Chairman Quain:

As counsel to the PP&L Industrial Customer Alliance (“PPLICA"), we hereby accept
your offer to participate in the initial settlement conference scheduled for 10:00 a.m. on
Thursday, July 16. We will participate in good faith, have full authority to negotiate and to
resolve issues accordingly. We understand that a pre-settlement agreement may be necessary
under which parties agree to waive objections to your individual participation and voting on
compliance filing issues, subsequent petitions arising from the settlement conference, E‘},"‘remands

of appellate court activity. -
Thank you for your willingness to participate in this effort. g
Very truly yours,
,\":9 @ % EE McNEES, WALLACE & NURICK
- 4L 211998 By Yagd M @\_/"‘
m o
David M. Kleppinger =2 bt
EEF ppIng E— ;:“:
DMK/dt ENT Z0 =
DOCUMENT 32 |
c: All parties of record (via U.S. Mail) - JuL Ul 1 o &
- Vo .y ¥ o
F OL DEK - =
g s
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COI\MONWEALTH OF PENNSY!/AN!A
PENNSYLVANIA PUBLIC UTILITY COMMISSION
F.O. BOX 3265, HARRISBURG, PA 17105-3265

DOCUMENT July 13,1998
F QLE Q}rg_re\xgle Sam McCullough ‘

Secretary, Department of Community

and Economic Development 3 ? 5 (7/
Room 433 Forum Building D 5 7
Harrisburg, PA ﬁ.,

Dear Secretary McCullough:

IN REPLY PLEASE
REFER TO OUR FILE

Thank you for forwarding us a letter from the Lancaster County Planning
Commission and its views about the recent decisions of the Public Utility Commission
regarding the final restructuring plan for the Pennsylvania Power and Light Company
{PP&L} under the Electricity Generation Customer Choice and Competiticn Act.

PP&L filed a Petition for Reconsideration on June 26, 1998, before the
Comunission requesting the Commission to increase the amount of stranded costs PP&L
could recover from $2.86 billion to approximately $4 billlon. In its original restructuring
plan filed in April of 1998, PP&L had requested $4.04 billion in stranded cost recovery.

At its Public Meeting of July 9, 1998, the Commission denied PP&L’s
reconsideration request. PP&L is now free to pursue its appeal which the utility filed
hefore the Commonwealth Court of Pennsylvania challenging the Commission’s Order.

We appreciate having the benefit of the views of the Lancaster County Planning
Commission on this matter and | have taken the liberty of forwarding the correspondence
1o the Secretary of the Commission for inclusion into the official file of this proceeding.

Director of Législative Affairs

cc: Charles Smithgall, Mayor, City of Lancaster and Chairman of Excel,
Lancaster Campaign

Ronald Bailey, Planning Director - Lancaster Co, Ping. Commission
Terry Kauffman, Chairman - Lancaster Co. Ping. Commission
Paul Thibault, Vice Chairman - Lancaster Co. PIng. Commission
Commissioner Ron Ford - Lancaster Co. Ping. Commission & T
PUC Chairman John Quain Y InA
PUC Vice Chairman Robert Bloom 7 21 @75.\"[- ! '1713&!333
PUC Commissioner David Rolka <A1303y
PUC Commissioner Nora Mead Brownell g¢ 8y ey
PUC Commissioner Aaron WiISO/,)J:‘ S5 e 95
PUC Secretary James McNulty

QWQLQ;




LANGASTER GOUN

) LANCASTER COUNTY PLANNING COMMISSION

y .
counTy commissioners i = O ETE T 50 NORTH DUKE STREET
TERRY L. KAUFFMAN, Chairman PO BOX 83480,

PAUL THIBAULT, Vice Chaifmaniy pg Pi 2: 072 LANCASTER, PA 17608-3480
RON FORD e e TELEPHONE: 717-269-8333
FAX: 717-205-3659

RONALD 7. BAILEY
Planning Director

CHAIRMAH QUAIN'S OFFICE

g éJune 1998
d87
2 ‘,{Qu-é‘/
The Honorable Samuel McCollough “"{W el
Secretary _
Department of Community and Economic Development M < \,\T/

Forum Building
Harrisburg, PA 17120

Dear Secretary McCollougp O C UM E N T

The Lancaster County Plamﬁng&o@uﬁa&s&gs&sponsible for developing comprehensive plans and
for advising the Board of County Commissioners for Lancaster County on the physical development
of this county. Based on the recommendations of the planning commission, the board of county
commissioners has adopted a comprehensive plan which is based on a series of goals. One of these
goals is to develop and maintain a healthy and diversified economy for the county. The Pennsylvania
Power and Light Company (PP&L)has been a major partner with the Board of County
-Commissioners in promoting sound economic development.

We are extremely concerned with the 14 May 1998 and 4 June 1998 decision from the state Public
Utilities Commission (PUC). A review of the background information in the case, the facts presented
at the proceedings, and the decision of the PUC will show that, in our judgement, the Pennsylvania
Power and Light Company (PP&L) is being penalized when compared to other electrical utilities.
The result of the PUC decision could be a significant reductidi; g -= opment services
offered by PP&L. C{E‘ ”@@E@‘E . l?
B
s/

The Lancaster County Planning Commission strongly supports thél effbfs189@overnor Ridge to
deregulate the power industry. Deregulation, however, should not result in an erosion of economic
development recruitment and retention efforts undertaken by private industry. The effects of the PUC
decision, as it presently stands, would come at great cost to the economic future of this region. The
PUC decision will place PP&L at a competitive disadvantage in relation to other providers who have
not exercised the same level of corporate involvement and community responsibility.

The projected negative impacts upon PP&L by the PUC decision mclude eliminating corporate
resources devoted to the state’s overall economic development effort. The decision will also have
negative impacts upon Lancaster County.

For years,. PP&L has_provided ﬁnanci;zi:} and technical Eguppor‘c to community and economic
en . = l'u:..\;-'--, L T .
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For years, PP&L has provided financial and technical support to community and economic
development initiatives. The planning and development assistance provided by PP&L over the years
has been extremely valuable in attracting new industry to Lancaster County. Moreover, the support
and expertise of Lawrence Downing, PP&L community development director, has been especially
helpful to the planning commission and to the implementation of Lancaster County’s economic

development planning goals.

The community and economic development efforts of PP&L are a necessary component of both the
state and the county’s economic expansion efforts. As you know, Lancaster County strongly
supports and participates in your partnership efforts. We, likewise, initiate, structure, and
participate, in county-level partnerships. Diminishing the resources that PP&L devotes to economic
development will leave a void. If the PUC decision is allowed to stand, as is, the inevitable loss of
economic development support by PP&L will result in either lost opportunities for economic growth
in the state and the county; or, the replacement of services presently provided by PP&L with state

or county tax dollars,

Thank you for your attention and consideration to this critical matter. Should a member of your staff
wish to discuss this in greater detail, please contact me.

Respectfully,

Planning Bir&ctor

cc: Terry L. Kauffman, Chairman
Paul Thibault, Vice Chairman
Ron Ford Commissioner
Board of County Commissioners for Lancaster County

Charles Smithgall, Mayor, City of Lancaster, and Chairman of Excel, Lancaster Campaign
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