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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

R¥A HAND DELIVERY

Dear Secretary McNulty:

Enclosed, for filing, in the above-referenced proceeding, are an original and three (3)
copies of the "Petition of PP&L, Inc. For Reconsideration, Clarification, Amendment,

Correction, and Supersedeas of the Order entered on June 15, 1998 and for Expedited
Consideration of this Petition."

Copies of the foregoing are being provided to parties of record as indicated on the

enclosed certificate of service. [n addition, a copy is being provided to the Office of Special
6.0 format.

Assistants in electronic format on a computer disk, 3% in size in Microsoft Word for Windows
If there are any questions concerning this matter, please call.

Very truly yours,

(57

Paul E. Russell
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PETITION OF PP&L, INC. FOR RECONSIDERATION,
CLARIFICATION, AMENDMENT, CORRECTION, AND SUPERSEDEAS
OF THE ORDER ENTERED ON JUNE 15, 1998 AND Fi R EXPEDITED

CONSIDERATION OF THIS PETITI( R H @ M‘ I

PP&L, Inc. ("PP&L") hereby petitions the Pennsylvania Public Utility Commission

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

("PUC" or the "Commission"), pursuant to Section 703(g) of the Public Utility Code, 66 Pa.C.S.
§ 703(g), and 52 Pa. Code § 5.572, for reconsideration, clarification, amendment and correction
of the Order entered by the Commission in the above-captioned proceeding on June 15, 1998
("Order"). In addition, PP&L requests expedited consideration of this Petition and supersedeas
of the Order if the Commission does not take final action on this Petition at its scheduled July 9,
1998 public meeting. In support of its Petition, PP&L states the following:
A. RELIEF REQUESTED

1. The purposes of this Petition are: (a) to identify and request correction of several
errors in the Commission’s determination of unbundled rates in Attachment A to the Order; (b)
to request reconsideration of the Commission’s mitigation adjustment; (c) to request that the
Commission increase the amount of stranded costs that PP&L will be allowed to recover by
correcting certain errors in the Order that overstate the market value of PP&L’s generating

assets; (d) to obtain clarification of the mechanlsm for recovery of nuclear decommissioning

expenses; (e) to request that the 3‘“
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transactions between PP&L’s Electric Distribution Company ("EDC") and Electric Generation
Supplier ("EGS") functions; and (f) to request expedited consideration by the Commission of this
Petition and supersedeas of the Order if the Commission does not take final action on this
Petition on or before July 9, 1998, the date of its next scheduled public meeting.

As explained more fully below, correcting the errors in the Commission’s determination
of PP&L’s unbundled rates (Section D) and extending to nine years the Competitive Transition
Charge ("CTC") recovery period, will permit the Commission to reconsider the mitigation
adjustment (Section E) without increasing PP&L’s stranded cost allowance above the $2.865
billion previously authorized by the Commission and without any material change to the system
average shopping credits set by the Commission. Additional stranded costs (Section F) can be
awarded without any material change to the 1999 to 2001 system average shopping credits, but it
will be necessary to adjust the shopping credits in later years and/or to extend further the CTC.

PP&L also asks that the Commission reconsider its disapproval of PP&L’s proposal for a
nuclear decommissioning cost recovery tracker (Section G), and its requirement for prior
Commission approval of transactions between PP&L’s EDC and EGS functions (Section H).
The Commission’s inclusion of nuclear decommissioning costs in the CTC leaves a substantial
portion of these costs to be recovered in the market and may jeopardize PP&L’s ability to qualify
for important exemptions from Nuclear Regulatory Commission ("NRC") rules requiring pre-
funding of nuclear decommissioning costs. The requirement for advance Commission approval
of EDC/EGS transactions was presented for the first time in the PUC’s final Order. No party to

the proceeding proposed such a requirement, and PP&L therefore had no opportunity to review,
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much less respond to, this new proposal. Such a requirement is unnecessary, anti-competitive,
will almost certainly increase costs to customers, and therefore should be rejected.t
B. INTRODUCTION

2. On April 1, 1997, PP&L filed its Restructuring Plan to implement a competitive
market for electric generation in PP&L’s service territory pursuant to the Electricity Generation
Customer Choice and Competition Act, 66 Pa. C.S. Chapter 28 ("Act").

3. After extensive discovery, hearings and briefing, Administrative Law Judge
George M. Kashi issued his Recommended Decision on April 7, 1998.

4. On April 27, 1998, numerous parties, including PP&L, submitted exceptions to
the Recommended Decision. On May 7, 1998, numerous parties, including PP&L, filed replies
to other parties’ exceptions.

5. At its May 14, 1998 public meeting, the Commission adopted a "Motion of the
Chairman and Commissioners to Dispense with Non-Binding Polling," which directed the
Commission’ Office of Special Assistants, in conjunction with the Commission's Law Bureau, to
prepare a proposed order to adjudicate issues in this proceeding.

6. At its June 4, 1998 public meeting, the Commission adopted an Order in the

above-captioned proceeding that was entered on June 15, 1998.

1l PP&L is raising certain issues in this Petition which it believes are appropriate for

reconsideration by the Commission in the context of the structure established by the

Commission to implement the Act. PP&L also believes that the Commission's

implementation of the Act and other findings and conclusions in the Order are in error

and reserves the right to raise these issues on appeal or in any other appropriate forum.
3
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7.

C. STANDARDS FOR RECONSIDERATION

The Commission, in the frequently cited case of Duick v. Pennsylvania Gas and

Water Co., 56 Pa PUC 553, 51 PUR4th 284 (1982), has set forth the standard for determining

whether to grant reconsideration of a prior order. There, the Commission stated that:

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. In
this regard we agree with the Court in Pennsylvania Railroad
Company case, wherein it was said that "[p]arties . . . , cannot be
permitted by a second motion to review and reconsider, to raise the
same questions which were specifically considered and decided
against them . . . ." 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 or not
addressed by the Commission. Absent such matters being
presented, we consider it unlikely that a party will succeed in
persuading us that our initial decision on a matter or issue was
either unwise or in error.

Duick v. Pennsylvania Gas & Water Co., 56 Pa PUC, supra, at 559.

8.

D. USE OF INCORRECT DATA IN THE ORDER

Attachment A to the Order sets forth the unbundled rates for PP&L for each year

of the transition period. Unfortunately, Attachment A contains several errors that must be

corrected before PP&L can file accurate unbundled rates. The errors, which are each addressed

below, include: (1) incorrect starting rate; (2) incorrect sales figures; (3) incorrect transmission

and distribution rates; (4) incorrect shopping credits which violate the generation rate cap; and

(5) incorrect amortization rate.?

2/ This discussion is based upon PP&L's preliminary review of the Commission's Order.
Additional corrections and further refinements may be proposed, if necessary, in PP&L's
compliance filing.
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1. Incorrect Starting Rate

9. In calculating the unbundled components of PP&L’s rates after restructuring, the
Commission started with a system average bundled rate of 7.21¢ per kWh. Order, p. 24,
Attachment A. This figure was PP&L's system average bundled rate in /995.

10.  The 1995 system average bundled rate of 7.21¢ per kWh was presented solely for
the purpose of comparing PP&L’s rates with rates of other electric utilities in Pennsylvania and
in other states. See, e.g., PP&L Exhibit SFT 2. When PP&I. prepared its Restructuring Plan
filing in early 1997, the most recent calendar year data for other utilities then available were for
1995. Therefore, 1995 data were used for all utilities in order to permit appropriate comparisons.
At no point did PP&L suggest that its system average bundled rate in 1995 was appropriate for

the determination of unbundled rate components in 1999. Neither PP&L nor any other party

used the 1995 system average bundled rate in presenting their case.

11.  Use of 1995 data to determine unbundled rates in 1999 is inappropriate. Since
January 1, 1995, there have been many changes that would affect PP&L’s system average
bundled rate. The following are a few examples of changes that have occurred since January 1,
1995, that would affect PP&L’s system average bundled rate:

a. PP&L’s Energy Cost the ("ECR") was modified effective April I, 1995,
from 1.0468¢ per kWh to 1.0377¢ per kWh.
b. PP&L's ECR was modified effective September 28, 1995, to reflect the
roll-in of current energy costs into base rates from 1.0377¢ per kWh to a negative 0.0134¢ per

kWh.
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C. PP&L’s ECR was modified effective April 1, 1996, from a negative
0.0134¢ per kWh to a negative 0.1465¢ per kWh and was rolled into base rates at that
level effective January 1, 1997.

d. PP&L’s system average base rate in 1995 does not reflect subsequent
changes in PP&L’s State Tax Adjustment Surcharge.

e. PP&L’s customer base is constantly turning over, affecting the system
average rate per kWh. Customers’ load patterns change over time, and use of older data
fails to capture the full effect of changes that have occurred since 1995.

f. PP&L’s Special Base Rate Credit Adjustment, which was designed to
refund to customers a specific amount of money, expired by its own terms, upon
completion of the refund.

g. The data from 1995 does not reflect a full year of increased revenues from
the increase in base rates allowed by the Commission in the Order entered on September
27, 1995, at Docket No. R-00943721.

12 The most logical and consistent starting point for rate unbundling would be the
system average bundled rate at January 1, 1999, which is the starting point for competition and
unbundied rates under the Act. That figure, after correction of the sales figures discussed
immediately below, is 7.42¢/kWh and is shown on Attachment | to this Petition.

2. Incorrect Sales Figures

13, The Commission relied on OCA witness Lee Smith's 1999 system average sales

figure of 33,090,377,000 kWh in setting the starting point for PP&L’s recovery of stranded costs.

Order, at 79. OCA witness Lee Smith, in turn, relied PP&L’s answer to Interrogatory OCA-III-
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39. See OCA Exhibit 11-R. This interrogatory answer, however, did not include certain PP&L
rate classes in developing system average projected sales for 1999,

14. The correct PP&L 1999 system usage should be 33,108,701,350 kWh. This
number is derived from PP&L's answer to Interrogatory OCA-III-39, the source used by Ms.
Smith, see OCA Exhibit 11-R, plus sales under PP&L's standby service rate and corrections to
certain street and area lighting rate schedules. A breakdown of this figure by rate schedule is
provided as Attachment 1 to this Petition. Corrected figures for the remaining years of the
transition period were calculated using the Commission's stated 1.5% growth rate and are shown
in Attachment 2 to this Petition.

3. Incorrect T&D Rates

15.  The Order and the calculations shown in OCA Exhibit 11-R also contain errors
with respect to PP&L’s transmission and distribution charges. The calculations in OCA Exhibit
11-R erroneously assumed that the effect of PP&L’s proposed T&D depreciation reserve swap
was accounted for in PP&L’s average transmission and distribution rates. It was not. See
Exhibits IMK 1, p. 58 and JIMK 2, p. 7. Accordingly, the $18.4 million adjustment in OCA
Exhibit 11-R should be eliminated. Using the correct usage and total revenue figures and
reversing the erroneous adjustment in OCA Exhibit 11-R, PP&L’s correct system average

transmission and distribution rate is calculated as 1.74¢ per kWh.

3/ The Federal Energy Regulation Commission ("FERC") is currently reviewing the
Company's rates for transmission service at Docket No. ER97-3189-007. When the
FERC approves new transmission rates, PP&L must reflect those rates in its charges to all
customers purchasing transmission service from the Company.

7

HAD1/63516. 1



4. Incorrect Shopping Credits

16.  In Attachment A to the Order, the Commission specifies the shopping credits that
would be applicable to PP&L. The Commission states that the shopping credit is the residual
charge, i e., the remainder after the charges for transmission and distribution service and the CTC
are subtracted from the bundled total rate.

17. In Attachment A to the Order, the Commission sets forth the system average
shopping credit by year. The shopping credit increases each year until 2004, At that time, the
shopping credit reaches 4.61¢ per kWh, where it remains for the remainder of the transition
period. All but one of the annual increases in the shopping credit are between 2% and 3%. The
shopping credit, however, increases dramatically from 3.94¢ per kWh in 2001 to 4.40¢ per kWh
in 2002, a substantial increase of 11.68%. There is no explanation or justification in the Order for
this substantial increase. Moreover, such an increase would violate the generation rate cap in the
Act and would deny PP&L the opportunity to recover the amount of stranded costs authorized by
the Commission. This error must be corrected.

5. Incorrect Amortization Rate

18.  Finally, the Order authorized a CTC amortization rate of 10.86% (Order, p. 81).
Appendix A, however, was calculated using a 10.68% rate. This apparent transposition must
also be corrected. Use of the correct rate is included in Attachment 2 to this Petition.

E. RECONSIDERATION OF THE MITIGATION ADJUSTMENT

19. At pages 23-26 of the Order, the Commission imposes on PP&L a mitigation
adjustment of $70 million annually commencing in 1999 through the end of the transition period,
June 30, 2007. Thus, the $70 million annual reduction to PP&L’s CTC revenues would be in

effect for 8'% years. The nominal effect of the Commission’s mitigation adjustment is $595
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million (8 Y years x $70 million per year). The Commission should reconsider and reverse this
result for the reasons explained below.

20.  Initially, the Commission’s imposition of a mitigation adjustment is
fundamentally inconsistent with the Commission’s orders in other restructuring proceedings of
other electric utilities. In fact, PP&L, at this point, stands alone as the only utility in the
Commonwealth to have suffered a mitigation adjustment by the Commission. The Commission
has sought consistency in its application of the Act. However, by adopting a mitigation
adjustment solely for PP&L, the Commission has failed to achieve consistency in its decisions.

21. This mitigation adjustment was imposed despite PP&L's low rates and extensive
past mitigation efforts. As the Commission acknowledged at page 24 of its Order, PP&L’s rates
are well below the statewide average. PP&L’s low rates result from a long-term commitment to
efficiencies such as refinancings of high-cost debt and preferred stock, controlling operation and
maintenance expenses, reducing the number of employees, reducing inventory and encouraging
economic development to increase sales and spread fixed costs over a greater number of billing
units. The Commission, at page 25 of its Order, agreed that the Company's mitigation efforts
are, and have been, sincere and effective, yet the Commission proceeded to impose a massive
mitigation adjustment solely on PP&L.

22.  In contrast, although the Commission specifically found that the mitigation efforts
of PECO Energy, the electric utility with the highest rates in Pennsylvania, "have been

inadequate," the Commission determined rot to disallow any of PECO’s stranded costs.
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Application of PECQ Energy Co., Docket No. R-00973953, p. 100 (December 23,
1997)("PECO™) ¥

23. The Commission’s Order, at page 24, dismisses PP&L’s past mitigation efforts as
"expected." The Commission's decision is contrary to Section 2808(c)(5) of the Act, which
requires the Commission to give consideration to "efforts undertaken over time, prior to the
enactment of this Chapter [28], to reduce or moderate customer rate levels while maintaining safe
and efficient operations.”

24.  The Commission’s Order also is internally inconsistent. In Ordering Paragraph 6,
at page 165 of the Order, the Commission required PP&L to design a CTC to recover the level of
stranded costs set forth in the table attached to the Order, which identifies $2,864,719,000 of
stranded costs. At pages 8 and 16 of the Order, the Commission states that $2.865 billion is
PP&L.’s net, non-mitigable stranded costs and that PP&L is permitted to recover 100% of that
amount, But, as a result of the mitigation adjustment, PP&L's annual CTC revenue collection is
reduced by $70 million and by $595 million in total.

25. The Commission’s mitigation adjustment also is contrary to the scheme of
regulation under the Act. Under the Act, rates for generation are to be unbundled when the
phase-in of competition in electric generation commences. The mitigation adjustment, however,
is related to PP&L’s rates for generation under long-standing cost of service ratemaking
principles. The rate change that is the source of the mitigation adjustment results from a change

in depreciation method for the Susquehanna Steam Electric Station ("SSES") from a modified

4/ PECQ was appealed by several parties, but the case was later terminated by the
Commission’s approval of a settlement modifying many aspects of the Commission’s
Order including an increase in the level of stranded costs which PECO is allowed to
recover. Application of PECO Energy Co., Docket No. R-00973953 (May 15, 1998).
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sinking fund method to straight line depreciation effective January 1, 1999. It is clearly contrary
to the Act to impose on PP&L this one last vestige of regulation of generation rates. The
Commission should not require, at PP&L’s expense, a continuation of rate regulation for
generation while simultaneously passing on to ratepayers the benefit of competitive, deregulated
generation rates. The mitigation adjustment results from the improper application of traditional
cost of service ratemaking principles to a competitive generation market with unregulated
generation rates.

26.  The Commission's mitigation adjustment also is inconsistent with the rate caps in
the Act, which cap PP&L's rates at January 1, 1997 levels. In its 1995 rate case, PP&L proposed
reduced rates to reflect lower depreciation expense effective January 1, 1999. Before passage of
the Act, however, PP&I. was free to propose increases in rates to reflect other changes in its costs
of service. The rate cap under Section 2804 of the Act took away PP&L’s ability to propose a
rate increase to offset the January 1, 1999 rate reduction. The rate reduction cannot fairly be
allowed to stand as the only surviving remnant of cost of service rate regulation in a competitive
market.

27.  The Commission’s mitigation adjustment also violates the prohibition against
single expense or "line item" ratemaking. See, e.g., National Fuel Gas Distribution Corp. v. Pa.
P.U.C., 76 Pa. Cmwlth. Ct. 102, 464 A.2d 546 (1983); following remand, aff’d. on other issues,
131 Pa. Cmwlth. Ct. 59, 569 A.2d 413, allocatur denied, _ Pa. _, 583 A.2d 795 (1990).
Specifically, the Commission’s mitigation adjustment failed to consider the many other changes
to PP&L’s expenses that would justify a net rate increase on January 1, 1999, under traditional
ratemaking. In its restructuring proceeding, PP&L demonstrated that it is not and will not earn

an excessive rate of return even under its own proposal which would permit PP&L to recover

11
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approximately $4 billion of stranded costs through 20035 by charging the maximum rates under
the rate caps of the Act. See¢ generally PP&L Statement 8-R, pp. 19-29. Under the Order, PP&L
would be allowed to recover a substantially reduced amount of stranded costs, and this lower
amount is to be recovered over a longer period of time, 8 years, instead of 7 years. Thus, there
is no record support for a conclusion that PP&L's current rates are excessive, and certainly no
basis to support a rate decrease. Fair consideration of all of the evidence dictates that the
Commission’s mitigation adjustment be eliminated from the Order.

28. It also must be remembered that PP&L’s use of the modified sinking fund method
of depreciation during the first portion of the SSES’s operating life was a novel proposal
specifically designed to benefit customers by ameliorating the rate impact of reflecting the
Susquehanna plant in rate base. The effect of the modified sinking fund method was to moderate
rates by reducing (decelerating) annual depreciation accruals during the early years in which the
SSES was in service, when its rate base, and therefore, return and income tax revenue
requirements were the greatest. The reduced level of depreciation accruals in the first portion of
the SSES's operating life would be made up through increased accruals later in the service life of
the SSES, when PP&L’s investment in the SSES would be partially recovered, and therefore, the
return and income tax revenue requirement associated with the SSES would be reduced. See
generally, Pa. P.U.C. v. PP&L, 59 Pa PUC 332, 352-53; Pa. P.U.C. v. PP&L, Docket No. R-
00943271, pp. 106-113 (Sept. 27, 1995).

29. The use of the modified sinking fund method and the change to straight line
depreciation clearly contemplated a continuation of rate regulation. Under traditional rate

regulation, PP&L reasonably could expect to recover fully the remaining depreciation on SSES

over its remaining life, i.e., over approximately 20 vears. In a competitive environment, recovery

12
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of this depreciation is extremely uncertain and is largely dependent upon future competitive
market prices. Under these circumstances, a $70 million annual reduction in stranded cost
recovery simply is inappropriate and confiscatory.

30.  For these reasons, the mitigation adjustment should not be imposed. The proposal
made by PP&L in its 1995 base rate case, which the Commission approved, had a benefit to
ratepayers and a benefit to PP&L. PP&L agreed to a rate reduction in 1999 in exchange for a fair
opportuntity to recover its remaining prudent investment in the SSES. PP&L proposed an
agreement under which it gave substantial consideration, a rate reduction, in exchange for the
right to recover depreciation accruals from ratepayers in the future. PP&L retained the right to
offset the rate reduction with a demonstrated need for increases in rates to cover increases in
other costs. The Commission’s ruling in this restructuring case effectively denies PP&L the
benefits of the agreement, but imposes the detriment.

31. Commencing January I, 1999, rates are to be set by the competitive market.

There is no need for the Commission to impose this last vestige of regulation of rates related to
generation facilities during the period when generation rates will be unregulated.

32.  The effect of eliminating the mitigation adjustment is shown on Attachment 2.%
As shown on that Attachment, the Commission can reverse the mitigation adjustment, grant the
Company actual stranded cost recovery of $2.865 billion as specified in the Order, extend the
CTC recovery period from 8 '4 to 9 years, and maintain, without material change, the system

average shopping credits set forth in Attachment A to the Order.

5/ Attachment 2 also reflects correction of all of the incorrect data discussed in Section D of
this Petition. Thus, Attachment 2 constitutes the appropriate starting point for
consideration of the other issues discussed in Sections F and G of this Petition.
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F. THE ORDER OVERSTATES THE MARKET VALUE OF PP&L’S GENERATION

ASSETS AND THEREBY UNDERSTATES PP&L’S STRANDED COSTS

33. Under the Commission’s asset value method of determining the stranded cost

portion of an electric utility’s investment in generating assets, the market value of generating

assets is subtracted from the book value of the assets. Consequently, any overstatement of the

market

assets.

value of generating assets produces a corresponding understatement of stranded costs.
34.  In the Order, the Commission overstated the market value of PP&L’s generating

This overstatement of the market value of PP&L’s generating assets resulted from the

Commission's overlooking or not addressing several important issues, as follows:

HAD1/63516. 1

a. In projecting the market price of electricity, OCA simply assumed,
without any support, that units which can be fired with either gas or oil will use oil one-
half of the time and gas one-half of the time. This simplifying assumption causes serious
problems when applied to OCA’s fuel price projections under which the price of oil
increases faster than the price of gas (Tr. 1397-98). OCA assumes that use of oil will
equal use of gas even when gas is less expensive. The assumption is clearly incorrect
because owners of dual-fueled units will use the lower price fuel. OCA provided no basis
for this oversimplification and the Commission’s order simply states that it is
"reasonable” (Order, p. 43). This unjustified oversimplification has the effect of
increasing OCA’s estimate of the market value of PP&L’s generating assets by $159.298
million. See Table D to PP&L’s Main Brief.

b. In projecting the market price of electricity, OCA, without justification,
reduced the availability of electric energy imported into the PIM system after 2005.

Because imports from west of PJM are at lower cost, the effect of the reduction is to
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increase the market price of electric energy just as the 7-year rate cap under the Act
expires. OCA has provided no cogent explanation for this assumed decline in imports
and the Commission’s order again simply states that this assumption is "reasonable.” As
shown in Table D to PP&L’s Main Brief, the effect of this error is $226.296 million.

c. A significant problem arises as a result of OCA’s use of DRI fuel price
forecasts. These forecasts project a major divergence between the real prices of o1l and
gas versus the real price of coal. PP&L Ex. STJ 10. The divergence of gas and oil prices
from coal prices is both illogical and unprecedented for competing fuels. Real prices of
competing fuels are highly correlated, i.e., they have moved up and down together over
many years. See PP&L Exhibit STJ 16a. This history makes sense. If the price of one
competing fuel rose sharply and others did not, there would be fuel switching in many
applications (PP&L St. No. 7-R, pp. 47-49).

The fuel price projections of DRI, however, show a significant, and historically
unprecedented, divergence of oil and gas prices from the price of coal. This "divergence"
causes a significant understatement of the market value of PP&L's generation. The
marginal cost units operating on PJM will normally be gas and oil.fuel units, and these
units will set the price for all units operating in the same hour. At page 41 of the Order,
the Commission notes that gas and otl prices will set the marginal price, but then
incorrectly concludes that price of coal therefore is not relevant to the determination of
stranded costs. Apparently, the Commission misunderstood this issue. By assuming coal
prices that are inconsistent with oil and gas prices used in OCA’s models, OCA

understates the costs of operating PP&L’s coal generating units. This understatement of
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the cost of operating PP&L coal units overstates the value of these units in a future
competitive market and thereby understates PP&L's stranded costs.

This erroneous divergence is particularly important for a utility such as PP&L
which uses coal to fuel a substantial percentage of its generation. PP&L’s coal-fired
generating plants account for 38% of its generation. PP&L Hearing Ex. 2, Filing
Requirement RP-G.6, Attach. 2. Accordingly, the historically unprecedented divergence
of coal prices from oil and gas prices predicted by DRI has a significant impact on the
calculation of PP&L’s stranded costs. Using inconsistent coal prices penalizes PP&L for
owning and operating coal plants that have produced low cost electricity. Correcting this
divergence problem alone would increase PP&L’s stranded costs by $230.157 million.
See Table D to PP&L’s Main Brief.¥ The ALJ rejected OCA’s position on this issue.

d. The Commission improperly applied a discount rate based on a regulated
utility rate of return to determine the net present value of PP&L's future unregulated after-
tax margins from the sale of electric generation. Under the Commission's asset value
method, the market value of PP&L's generation is deducted from the book value of those
assets to determine stranded costs. The market value of PP&L's generation is determined
by discounting PP&L's projected after-tax margin from a future competitive electric
generation market that does not yet exist. The discount rate used for this purpose should
reflect the risks and uncertainty inherent in the projected stream of future revenues,

including, for example, the risks and uncertainty regarding fuel and other costs, consumer

HAD1/7635815.1

PP&L challenged the gas and oil prices contained in the DRI forecast as being overstated
and demonstrated that historically DRI has overstated fuel prices. Nevertheless, if the
Commission continues to accept DRI’s projections of oil and gas prices for reasons stated
in the Order, it should correct the inconsistency in the DRI forecast between coal price
and oil and gas price escalation rates.
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demand, economic growth and sales levels over a 26-year period. At pages 60-61 of the
Order, the Commission adopted OCA’s proposed discount rate, which includes a 10%
equity return component obtained by reference to the Commission’s order in PECO’s
securitization case. In PP&L's view, it is inconsistent and inappropriate to use a regulated
utility return to discount future unregulated after-tax margins.?

The Commission determined an appropriate rate of return on equity in the
proceeding involving PECO Energy’s proposal to securitize a portion of its stranded costs
pursuant to Section 2812 of the Act. See Docket No. R-00973877, Order entered
May 22, 1997 ("PECO QRO Order"). In the PECO QRO Order, the Commission
adopted the recommendation of an administrative law judge that PECO’s return on equity
be set at 10%, based on his determination that there would be limited risk in recovery of
securitized costs by PECO. Under securitization, PECO would be aliowed to sell
transition bonds thereby obtaining a large amount of cash in exchange for the irrevocable
obligation of its ratepayers to provide sufficient revenues to pay off those bonds over a
period of up to ten years. PECO QRO Order, pp. 54-59. Nowhere did the Commission
state that it was determining the discount rate to be used in the application of the asset
value method for determining stranded costs.

In PP&L’s restructuring proceeding, the Commission adopted the rate of return on

equity from PECQO’s securitization proceeding for discounting PP&L’s future revenues

Ha01/63516.1

It is to be emphasized that PP&L is not here addressing the discount rate to be applied to
unamortized CTC revenues to discount them to present value. PP&L does not contend
that an unregulated opportunity rate of return should be applied to CTC revenues.
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from its competitive, unregulated generation business.?’ It is inconsistent to apply this
regulated rate related to a 10-year securitized obligation to discount a 26-year stream of
earnings in a highly competitive future electricity generation market. The equity
component of a discount rate consistent with the asset value methodology should be
substantially higher than the 10% rate that the Commission used. In fact, the OCA used a
12% return on equity (which results in a 9.41% after-tax discount rate) as the rate that a
developer of new electric capacity in this unregulated market would require for
investment in new generating facilities. See OCA Answer to Interrogatory PPL-1-8
(Attachment 3).

Use of an unrealistically low discount rate overstates the present value of PP&L’s
future revenues and thereby understates PP&L’s stranded costs. It is improper to apply a
regulated rate of return for low-risk utilities to future revenues from a highly competitive
electricity market that does not yet exist. This error understated PP&L's stranded costs by

approximately $600 million.

G. CLARIFICATION OF THE COMMISSION’S ORDER
CONCERNING NUCLEAR DECOMMISSIONING

35. At pages 68 through 69 of the Order, the Commission approved PP&L’s proposal

to recover nuclear decommissioning expense as a per kWh distribution charge for the duration of

the useful lives of the nuclear facilities.

HADL/63516.1

Although PP&L used a regulated discount rate, PP&L applied that rate to a future stream
of regulated revenues under its "lost revenues” methodology that was rejected by the
Commission. Order, pp.27-31. PP&L’s presentation was consistent because it applied a
regulated return to future regulated annual revenue requirements which PP&L would not
recover under competition. The Commission’s error was in applying a regulated return to
unregulated future after-tax margins from a competitive business.
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36. In the Commission’s Order, however, the Commission did not state whether
PP&L’s recovery of nuclear decommissioning expenses should include a "tracker” so that
revenues for recovery of nuclear decommissioning expenses will match those expenses. The
approval of a tracker ensures that PP&L would have sufficient funds to decommission properly
its nuclear generating stations at the end of their lives. A tracker will clearly meet the
requirement of the NRC that a system be in place to provide adequate funding for
decommissioning of nuclear generating stations. Approval of a tracker would ensure that PP&L
would have the financial ability to perform the appropriate decommissioning of nuclear facilities
for the safety and protection of the public and would not be required by the NRC to provide
additional financial assurance for nuclear decommissioning such as insurance or a surety bond.

H. CODE OF CONDUCT

37.  Atpage 121 of the Order, the Commission states that transactions between the
PP&L EDC and the PP&L EGS will be treated as transactions between affiliated interests under
Chapter 21 of the Public Utility Code. No party proposed this requirement; it appeared for the
first time in the Commission’s Order. As a result, PP&L had no opportunity to review, much
less respond to, this new requirement. Adoption of this requirement without notice, opportunity
for comment and record support is unlawful and violates PP&I.’s procedurai due process rights.

38. The stated reason for this requirement is to create a "level playing field" for
PP&L’s EGS and its competitors. Unfortunately, it will have exactly the opposite effect. If this

requirement were actually imposed, PP&L’s EGS alone would have a serious competitive

disadvantage in dealing with the PP&L EDC. The PP&L EDC would be able to obtain goods
and services, most importantly electric generation service, from anyone other than the PP&L

EGS without having to obtain prior Commission approval. However, the PP&L EDC would
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have 1o obtain prior Commission approval before it obtained these same goods and services from
PP&L EGS. Such restrictions on procuring electric generation from the PP&L EGS may have
serious consequences in a competitive environment in which rapid reaction to market conditions
will be critical to meeting customers’ needs.
a. Such a requirement also interferes with PP&L’s responsibilities as a provider of
last resort under Section 2807(e)(1). To the extent that the PP&L EDC is blocked from
purchasing electric generation from the PP&L EGS by regulatory delays in reviewing
affiliated interests filings, the PP&L EDC will have to purchase electric generation from a
more expensive supplier, to its last resort customers’ disadvantage.
b. PP&L’s EGS is a substantial provider of generation services, especially in
PP&L’s service territory. If the PP&L EDC is preciuded from purchasing electric
generation from the PP&L EGS by regulatory delays in reviewing affiliated interest
filings, it is not clear that the PP&L EDC will be able to locate on short notice another
supplier that will have the capability to replace the substantial generating capacity of the
PP&IL EGS. For example, it is not clear how the PP&L EDC could arrange for spot
market purchases of electric generation from the PP&L EGS because such transactions
are conducted on the basis of hour-to-hour agreements. Such transactions, which are
basic and essential to the electric generation industry, are totally incompatible with
requirements for prior regulatory approval of each buy-sell arrangement. The strict
imposition of this requirement could both increase costs of service to the PP&L EDC’s

generation customers and jeopardize reliability of service.
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c. There is no provision in the Act that authorizes the Commission to expand the
scope of Chapter 21 of the Public Utility Code to apply to divisions of the same
corporation.

d. There are sufficient protections in place to assure that the PP&L EGS will have no
unfair advantage in its dealings with the PP&L EDC. The Commission has required that
PP&L adopt the Code of Conduct imposed by the Commission on PECO in its
restructuring case. Order, pp. 120-21. That Code contains a comprehensive set of rules
to govern the relationship between the PP&L EDC and the PP&1. EGS. For example, the
PP&L EDC may not sell non-power goods or services to the PP&L EGS at less than the
higher of market price or cost, and the PP&L. EDC may not purchase non-power goods or
services from the PP&L EGS at an above-market price. Under this Code of Conduct, the
PP&L EDC will have no ability to subsidize the PP&L EGS.

e. Finally, Section 2807(e)(1) requires the PP&L EDC, as long as it is collecting a
CTC, to "continue to have the full obligation to serve, including . . . the production or
acquisition of electric energy for customers." Thus, the Act has placed an obligation on
PP&L., but the Comrnission's newly proposed requirement may make compliance more
costly or almost impossible. The Act clearly contemplated that the EDC shall continue to
be able to provide to non-choosing customers service with the same level of efficiency
and flexibility as before, i.e., customer choice was truly supposed to be a choice,

including the right not to choose.

21



I. PETITION FOR EXPEDITED CONSIDERATION OR SUPERSEDEAS

39. PP&L respectfully requests that the Commission address and resolve the issues
raised herein as expeditiously as possible. If the Commission does not enter an order taking final
action on this Petition by July 9, 1998, PP&L requests that the Commission issue an order
temporarily staying the Order pending its consideration of this Petition.

40. If the Commission does not stay the Order, PP&L will be required to submit a
compliance filing based on the Order. PP&L believes that modifications of the Order explained
above would materially affect that compliance filing. PP&L anticipates that energy marketers
and others will rely on PP&L’s compliance filing to develop marketing material and product
offerings to the substantial portion of PP&L’s customers that will be eligible for customer choice
of generation suppliers in early 1999. If the Commission then adopts some or all of the
modifications to the Order suggested above, the compliance filing would become inaccurate and
the marketing material incorrect. False price signals and other data would be given to the
consuming public. Generation marketers would be faced with the dilemma of: (i) continuing to
use inaccurate advertising materials and product offerings, or (ii} replacing the incorrect
marketing materials and product offerings with new, corrected versions. -The result of either .
approach would be substantial confusion in the electric generation marketplace. The nascent
electric generation market should not be subjected to the dislocations that would be caused by
such confusion.

41. For the same reasons, and in order to permit as orderly a transition to the
competitive electric generation market as practical at this time, PP&L requests that the

Commission consider this Petition and issue a final order resolving the issues raised by this

Petition as expeditiously as possible.
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42.  For the reasons stated above, it is urgent that the Commission take final action on
this Petition no later than July 9, 1998, the date of the Commission's next scheduled meeting. It
is imperative, therefore, that the amount of time for the other parties to answer this Petition be
limited so that the Commission will have sufficient time to consider any answers. PP&L asks
that the Commission require all parties to file any answers to this Petition to be received by the
Commission on or before July 2, 1998.

J. CONCLUSION

WHEREFORE, for all the foregoing reasons, PP&L, Inc. respectfully requests that the
Pennsylvania Public Utility Commission to:

(a) grant reconsideration of its Order entered on June 15, 1998,

(b) amend the Order as requested in this Petition;

(c) take final action on this Petition by July 9, 1998, or issue an Order of supersedeas

staying the Order during the pendency of consideration of this Petition; and

(d) grant such other and further relief that the Commission deems proper.

Respectfully submitted,

(OB

Paul E. Russell

PP&L, Inc.

Two North Ninth Street
Allentown, PA 18101-1179
Tel: (610) 774-4254

Fax: (610) 774-6726

Donald A. Kaplan
Preston Gates Ellis & Rouvelas Meeds, LLP
1735 New York Avenue, N.W., Suite 500
Washington, D.C. 20006-4759
Tel: (202) 662-8466
Fax: (202) 789-0988

Dated : June 26, 1998 Attorneys for PP&L, Inc.
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PP&L 1999 SYSTEM SALES AND REVENUE
By Rate Schedule

Aftachment 1

Rate
Schedule
RS
RTS
RTD
GS-1
GS-3
LP4
ISP
LP5
IST
LP6
LPEP
ISM
1S1
BL
SA
SM
SHS
SE
TS
SlI-1
GH-1
GH-2
Standby

Totals

Average (cents/kwh)

Sales (kwh)
11,639,053,426
432,888,674
5,411,268
1,559,422,912
7,761,639,458
4,471,321,372
448,755,438
2,651,475,957
2,327,705,181
576,039,511
67,986,000
550,689,000
4,821,917
4,751,439
27,512,532
7,244,471
62,980,150
10,952,444
515,396
194,085
398,577,858
87,190,577
11,572,304

33,108,701,350

Total Revenue

998,320,483
23 541,135
430,608
171,308,597
600,343,748
284,902,361
21,924,240
145,048,643
94,556,936
31,012,594
4,684,483
13,520,036
232,097
445,127
4,588,725
1,288,398
17,049,422
457,059
59,508
39,040
33,164,980
7,176,816
1,113,259

2,455,208,294

7.42




Attachment A

Pennsylvania Power & Light
CTC, T&D and Shopping Credit in Cents per kwh
Declining CTC Revenue Requirement with kwh consumption as indicated (See Notes)

Stranded: $ 2,864,719,000 kwh Growth Rate 1.50%
Pre-Tax Return: 10.86%
CTCRevenue CTCRate T&D Bundled Rate| Shopping

Year kwh consumed Requirement  With GRT Rate Today Credit
1999 33,108,701,350 $ 619,712,306 1.96 1.74 7.42 3.72
2000 33,605,331,870 $ 597,023,949 1.86 1.74 7.42 3.82
2001 34,109,411848 § 571,745217 1.75 1.74 7.42 3.93
2002 34621053026 3 543,580,360 1.64 n/a n/a 4.04
2003 35,140,368,821 $ 512,199,866 1.52 n/a nfa 4.15
2004 35667,474,353 $ 477,236,599 1.40 nfa n/a 4.28
2005 36,202,486,469 $§ 438,281,504 1.27 nfa n/a 4.41
2006 36,745523,766 § 394,878,829 1.12 n/a n/a 4.55
2007 37,296,706,622 $ 346,520,784 0.97 n/a n/a 4.71

Notes:

GRT Gross up is 1/(1-GRT), or 1.0460251, to reflect payment of GRT on the GRT revenue receipt.

Revenue requirement represents amortization of stranded; monthly interest; and rate reduction.

The shopping credit is the bundled rate less the sum of the T&D rate plus the CTC with GRT rate.
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1999
2000
2001
2002
2003
2004
2005
2006
2007

Annual
Amortization

(1]

318,302,111
318,302,111
318,302,111
318,302,111
318,302,111
318,302,111
318,302,111
318,302,111
318,302,111

€0 PO

$2,864,719,000

Balance
$2,864,719,000

2]

$2,546,416,889
$2,228,114,778
$1,909,812,667
$1,591,510,556
$1,273,208,444
$ 954,906,333
$ 636,604,222
$ 318,302,111
$ -

ROR
10.86%

(31

$ 301,410,195
$ 278,721,838
$ 253,443,105
$ 225,7278,249
$ 193,897,755
$ 158,934,487
$ 119,979,393
$ 76,576,718
$ 28,218,673

$1,636,460,415

S.C.
Recovery

[4=1+3]

$619,712,306
$597,023,949
$571,745.217
$ 543,580,360
$512,199,866
$477,236,599
$438,281,504
$ 394,878,829
$ 346,520,784

Rate Reduction
$ 70,000,000

(5]

Annual
Revenue
Requirement

[6=4-5]

$619,712,306
$597,023,049
$571,745.217
$ 543,580,360
$512,199,866
$477,236,599
$438,281,504
$394,878,829
$346,520,784
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Attachment 2
Schedule 3
Page 1

Initial'Data .
LOAN DATA TABLE DATA
Loan amount: $2,864,719,000} Table starts af date:| ' i
Annual interest rate:|10.86% ' or at payment number:|1. e
Term in years:|9
Payments per year:|12 ‘
First payment due:|1/1/99
PERIODIC PAYMENT
Entered payment: | : The table uses the calculated periodic payment amount,
Calculated payment: 1__ __$41*,67?;587’.1-7] unless you enter a value for "Entered payment.”
CALCULATIONS
Use payment of: | $41,677,587.17/ Beginning balance at payment 1:| $2864,719;000]
Istpaymentintable:t Cumulative interes! prior to payment 1:; M(_’j
Payment Beginning Ending Cumulative
No. Date Balance Interest Principal Balance Interest
1 1/1/99 2.864,719,000 25,925,707 15,751,880 2,848,967,120 25,925,707
2 2/1/99 2,848,957,120 25,783,152 15,894,435 2,833,072,685 51,708,859
3 3/1/99 2,833,072,685 25,639,308 16,038,279 2,817,034,408 77,348,167
4 4/1/99 2,817,034,406 25,494 161 16,183,426 2.,800,850,980 102,842,329
5 5/1/99 2,800,850,980 25,347,701 16,329,886 2,784,521,094 128,180,030
& 6/1/99 2,784,521094 25,199,916 18,477 671 2,768,043,423 153,389,946
7 7M199 2,768,043,423 25,050,793 16,626,794 2,751,418,629 178,440,739
8 8/1/99 2,751,416,629 24,900,320 16,777,267 2,734,639,362 203,341,059
9 9/1/99 2,734,639,362 24,748,486 16,929,101 2,717,710,261 228,089,546
10 10/1/99 2,717,710,261 24 505278 17,082,309 2,700,627 952 252,684,823
11 11/1/99 2,700,627 952 24,440,683 17,236,904 2,683,391,047 277,125,506
12 121199 2,683,391,047 24,284,689 17,392,898 2,665,998,149 301,410,195
13 1/1/00 2,665,998,149 24,127,283 17,550,304 2,648,447 845 325,537,479
14 2/1/00 2,648,447 845 23,968,453 17,709,134 2,630,738,711 348,505,932
15 3/1/00 2,630,738,711 23,808,185 17,869,402 2,612 869,309 373,314,117
16 41100 2,612,869,309 23,646,467 18,031,120 2,594,838,189 396,960,584
17 5/1100 2,594,838,189 23,483,286 18,194,302 2,576,643,888 420,443,870
18 &6/1/00 2,576,643,888 23,318,627 18,358,950 2,558,284,928 443,762 487
19 71100 2,558,284 928 23,152,479 18,525,108 2,539,759,819 466,914,976
20 8/1/00 2,538,759,818 22 984,826 18,692,761 2,521,067,058 489,899,802
21 9/1/00 2,521,067,058 22,815,657 18,861,930 2,502,205,128 512,715,458
22 10/1/00 2,502,2605,128 22,644,956 19,032,631 2.483,172,497 535,360,415
23 11/1/00 2,483,172,497 22,472,711 19,204,878 2,463,967,621 557,833,126
24 1211100 2,463,967,621 22,298,907 19,378,680 2,444 588,941 580,132,033
25 111701 2,444 588,941 22,123,530 19,554,057 2,425,034,884 602,255,563
26 211/01 2,425,034 884 21,846 566 19,731,021 2,405,303,862 624,202,129
27 3/1/01 2,405,303,862 21,768,000 19,909,587 2,385,394,275 645,970,129
28 4/1/01 2,385,394,275 21,587,818 20,089,769 2,365,304,506 667 557,947
29 5/1/01 2,365,304,506 21,406,006 20,271,581 2,345,032,925 688,963,953
30 6/1/01 2,345,032,925 21,222,548 20,455,039 2,324 577,886 710,186,501
31 711101 2,324 577,886 21,037,430 20,640,157 2,303,937,728 731,223,931
32 8/1/01 2,303,937,728 20,850,636 20,826,951 2283,110,778 752,074,567
33 9/1/01 2,283,110,778 20,662,153 21,015,435 2,262,085,343 772,736,720




Attachment 2
Schedule 3
Page 2

Payment Beginning Ending Cumulative
No. Date Balance Interest Principal Balance Interest
34 10/1/01 2,262,095,343 20,471,963 21,205,624 2,240,889,719 793,208,682
35 11/1/01 2,240,889,719 20,280,052 21,397,535 2,219,492,183 813,488,734
36 1211101 2,219,492,183 20,086,404 21,581,183 2,197,901,000 833,575,139
37 1/1/02 2,197,901,000 19,891,004 21,786,583 2,176,114,417 853,466,143
38 21102 2,176,114, 417 19,693,835 21,983,752 2,154,130,666 873,159,978
39 3/1/02 2,154,130,666 19,494,883 22,182,705 2,131,947 ,961 892,654,861
40 4/1/02 2,131,947 961 19,294,129 22,383,458 2,109,564,503 911,948,990
41 51102 2,109,564,503 19,091,559 22,586,028 2.086,978,474 931,040,548
42 6/1/02 2,086,978,474 18,887,155 22,790,432 2,064,188,042 949,927 704
43 7M1/02 2,064,188,042 18,680,902 22,996,685 2,041,191,357 968,608,606
44 8/1/02 2,041,191,357 18,472,782 23,204,805 2,017,986,552 987,081,387
45 9/1/02 2,017,986,552 18,262,778 23,414,809 1,994,571,743 1,005,344,166
46 10/1/02 1,994,571,743 18,050,874 23,626,713 1,970,945,030 1,023,395,040
47 1111102 1,970,945,030 17,837,063 23,840,535 1,947,104 495 1,041,232,092
48 121j02 1,947,104,495 17,621,296 24,056,291 1,923,048,204 1,058,853,388
49 114103 1,923,048,204 17,403,586 24,274,001 1,898,774,203 1,076,256,974
50 24103 1,898,774.203 17,183,907 24,493,681 1,874,280,622 1,093,440,881
51 3/1/03 1,874,280,522 16,962,239 24,715,348 1,849,565,174 1,110,403,120
52 4/1/03 1,849 565,174 16,738,565 24,939,022 1,824,626,151 1,127,141,684
53 5M1/03 1,824,826,151 16,512,867 25,164,721 1.799,461,431 1,143,654,551
54 6/1/03 1,799,461,431 16,285,126 25,392 461 1,774,0688,970 1,1589,938,677
55 71703 1,774,068,970 16,055,324 25,622,263 1,748,446,707 1,175,995,001
56 8/1/03 1,748,446 707 15,823,443 25,854,144 1,722,592 562 1,191,818,444
57 9/1/03 1,722,692 562 15,589,463 26,088,124 1,696,504,438 1,207,407 807
58 10M1/03 1,696,504 ,438 15,353,365 26,324,222 1,670,180 216 1,222,761,272
59 111/03 1,670,180,216 15,115,131 26,562,456 1,643,617,759 1,237,876,403
60 121103 1,643,617,759 14,874,741 26,802,846 1,616,814,913 1,252,751,143
61 11104 1.616,814,913 14,632,175 27,045,412 1,589,769,501 1,267,383,318
62 211104 1,589,769,501 14,387,414 27,290,173 1,562,479,328 1,281,770,732
63 3/1/04 1,562,479,328 14,140,438 27,537,149 1,534,942,178 1,295,911,170
64 4/1/04 1,534,942,178 13,891,227 27,786,360 1,507,155,818 1,309,802,397
65 5/1/04 1,507,155,818 13,639,760 28,037,827 1.479,117,991 1,323,442,157
66 6/1/04 1,479,117, 991 13,386,018 28,291,569 1,450,826,421 1,336,828,175
67 711104 1.450,826,421 13,129,979 28,547 608 1.422,278,813 1,349,958,154
68 8/1/04 1,422,278,813 12,871,623 28,805,964 1,393,472,849 1,362,829,777
69 9/1/04 1,393,472, 849 12,610,929 29,066,658 1,364,406,192 1,375,440,707
70 10/1/04 1,364,406,192 12,347,876 29,329,711 1,335,076,480 1,387,788,583
71 11/1/04 1,335,076,480 12,082,442 28,595,145 1,305 481,335 1,398,871,025
72 1211104 1,305,481,335 11,814,606 29,862,981 1,275,618,354 1,411,685,631
73 1/1/05 1,275,618,354 11,544,346 30,133,241 1,245,485113 1,423,229,977
74 211/05 1,245,485,113 11,271,640 30,405,947 1.215,079,166 1,434 501,617
75 31105 1,215,078,166 10,996,466 30,681,121 1.184,398,046 1,445 498,084
76 4/1/05 1,184,388,046 10,718,802 30,958,785 1,153,439,261 1,456,216,886
77 511705 1,153,439,261 10,438,625 31,238,962 1,122,200,299 1,466,655,511
78 6/1/05 1,122,200,298 10,165,813 31,521,674 1,090,678,624 1,476,811,424
79 7/1/05 1,090,678,624 9,870,642 31,806,946 1,058,871,679 1,486,682,066
80 8/1/05 1,058,871,679 9,582,789 32,094,798 1.026,776,880 1,496,264 854
81 9/1/05 1,026,776,880 9,292,331 32,385,256 994,391,624 1,505,557,185
82 10/1/05 994,391,624 8,999,244 32,678,343 961,713,281 1,514,556,429
83 11/1/05 961,713,281 8,703,505 32,974,082 928,739,199 1,523,259,934
84 1211105 928,739,199 8,405,080 33,272,497 895,466,702 1,531,665,024
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Page 3
Payment Beginning Ending Cumulative
No, Date Balance Interest Principal Balance Interest
85 1/1/08 895,466,702 8,103,974 33,573,614 861,893,088 1,639,768,998
86 2/1/06 861,893,088 7,800,132 33,877,455 828,015,633 1,547,569,130
87 3/1/06 828,015,633 7,493 541 34,184,046 793,831,588 1,555,062,672
as 4/1/06 793,831,588 7,184,176 34,493,411 759,338,176 1,562,246,848
89 5/1/06 759,338,176 6,872,010 34,805,577 724,532 600 1,569,118,858
| 90 6/1/06 724,532 600 6,557,020 35,120,567 689,412,032 1,575,675,878
91 7/1/06 688,412,032 8,239,179 35,438,408 653,973,624 1,581,915,057
92 8/1/06 653,973,624 5,918,461 35,759,126 618,214,498 1,587,833,518
93 9/1/06 618,214,498 5,584,841 36,082,746 582,131,752 1,593,428,360
94 10/1/06 582,131,752 5,268,292 36,409,285 545,722 458 1,598,696,652
95 11/1/06 545,722,458 4,938,788 36,738,799 508,983,659 1,603,635,440
96 1211106 508,983,659 4,606,302 37,071,285 471,912,374 1,608,241,742
a7 171107 471,912 374 4,270,807 37,406,780 434,505,593 1,612.512.549
98 2107 434,505,593 3,932,276 37,745,312 396,760,282 1,616,444,825
99 3107 396,760,282 3,590,681 38,088,807 358,673,375 1,620,035,505
100 41107 358,673,375 3,245,994 38,431,593 320,241,782 1,623,281,499
101 51107 320,241,782 2,898,188 38,779,399 281,462,383 1,626,179,688
102 6/1/07 281,462,383 2,547,235 39,130,353 242,332,030 1,628,726,922
103 71107 242 332,030 2,193,105 39,484 482 202,847,548 1,630,920,027
104 8/1/07 202,847,548 1,835,770 39,841,817 163,005,731 1,632,755,797
105 9/1/07 163,005,731 1,475,202 40,202,385 122,803,346 1,634,230,999
106 10/1/07 122,803,346 1,111,370 40,566,217 82,237,129 1,635,342,370
107 11/1/07 82,237,129 744,246 40,933,341 41,303,788 1,636,086,616
108 12/11/07 41,303,788 373,799 41,303,788 0 1,636,460,415




Attachment 3

PENNSYLVANIA POWER & LIGHT COMPANY
Docket No. R-00973954

Interrogatories and Requests for Documents to
Office of Consumer Advocate
Set |

Question for Douglas C. Smith
PPL-1-8 Question:

Provide all documentation, calculations, working papers and related material that support
the use of a 12.75 percent real-levelized carrying charge rate.

PPL-1-8 Answer;

The 12.75 percent real-levelized carrying charge rate reflects a review of the camrying
charge rates presented by PECO in Docket R-00973953, and of related carrying cost
analyses associated with non-utility generators. The carrying charge calculations
presented by PECO witnesses Bustard (12.83 percent) and Hieronymus (12.0 percent) are
attached; the non-utility generator information is confidential. The 12.75 percent value
was selected as representative (although probably somewhat optimistic) reflection of the
carrying charge rate that developers of new capacity will require.

In Responses SBA-[-24 and OCA-III-74, PP&L declined to provide the carrying charge
rate assumption(s) underlying Dr. Jones’ market price analysis.



Sheet1

CAPITAL CHARGE RATE

Calculatlions

. 2 k) 4 § 6 7 8 9 10 11 12 13 14 15 16 17
Book Nel Assel 1000 950 900 850 800 750 700 650| 600 550 500 450 400 aso 300 250 200
Depreciation 50 50 50 50 Y 50 50 50 50 50 50 50 50 50 50 50 50
Interest 34 32 <3| 29 27 26 24 xR 20 19 17 15 14 12 10 9 7
Proferrad 0 0 0 1] 0 1] 0 0 0 0 0 0 0 0 0 1] 0
Equity 72 68 65 &1 58 54 50 47 43 40 36 32 29 25 22 18 14
income taxes 25 28 27 28 28 29 27 25 23 21 19 17 16 14 12 10 8
Other 10 10 9 9 8 8 7 7 6 6 5 5 4 4 3 3 2
Total 191 187 182 177 171 166 158 151 143 135 127 120 112 104 96 89 81
NPV 1155
Real Annuity 120
Real CCR 12.0%
Tax Net Asset 1000 925 858 791 732 877 628 576] 5286 476 426 376 326 276 226 176 126
Tax Dapraciation 75 69 64 59 55 51 50 50 50 50 50 50 50 50 50 50 50
Book Depreciation 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 £0 50
Tax EHect 25 19 14 9 5 1 0 0 0 0 0 0 0 0 0 0 Q
PAT 72 68 65 61 58 54 50 47 43 40 6 32 29 25 22 18 14
PaT 72 75 78 80 81 a2 78 72 66 61 55 50 44 39 33 28 22
Tax PBT 72 75 78 80 81 - 82 78 72 68 61 55 50 44 39 33 28 22
Tax 25 26 27 28 28 29 27 25 23 21 19 17 18 14 12 10 B
Input Assumptlons
Asset 1000 Capital Charge Rate 12.0%
Book Depreciation 5%
Tax Depreciation 150%
% Debt 40.0%
% Preferred 0.0%
% Equity 60.0%] 100% Life 20
Cost of Debt 8.5%
Cost of Praferred 7.5%
Cost of Equity 12.0%
Tax Rate 35.0%
Other 1.0%
Consumer's Discount Rate 12.0%
Inflation Rate ] 5%
Real Discount Rate 8.2%
WACC- AT 9.4%
WACC-BT 14.5%

Page 1
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CAPITAL CHARGE RA

Calculations
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Book Nat Assat

Depreciation

Intarest

Preferred
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Incomna taxes
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Qther
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[=31=]

[=]f=]

Total
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78

=4
O] =

[=)[=1}=]1 R

[=][=]1=]

[=11=]k=]

(=)

o

NPV

Real Annuity

Real CCR

Tax Net Asset

76

26

Tax Depreciation

Book Depreciation

Tax Effect

24

2818lolo

PAT

11

PBT

17

47

[« ]
h}

Tax PBT

17

47

Tax

17

3|8

[=1=1==Il=0E =il =]
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[=Fi=3[=I[=]L=]{=]]=]

[=1{=11=2{=]{=1{=]]=~]

[=11={=11=10=]1=]]~]

Qlojela|o|olo

QIoIioioiole

input Assumptions

|

Asset

Book Depreciation

Tax Depreciation

% Debt

% Preferred

% Equity

Cost of Debt

Cost of Preferred

Cost of Equity

Tax Rate

QOther

Consumer's Discount

Inflation Rate

Real Discount Rate

WACC- AT

WaACC-BY
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REVENUE REQUIREMENTS WORKSHEET: VERSION 1

1]
Calculates:Yearly Rev Req, NPV Rev Req, Levelized Values,and Fixed Charge Rates for a nomina! $100 capltal expenditure

BEFORE TAX AFTER TAX
Inputs= WEIGHTED WEIGHTED
COST OF CAPITAL: RATIO {%) COST (%) cosT cosT
DEBT: s dra et i s 40,.00% 00 8.50% 3.40% 2.21%
PREFERRED: <= 0.00%§: .00% 0.00% 0.00%
COMMON: =.60.00%{::12.00% 7.20% 7.20%
) 10.60% 9.41%

PROPERTY TAX RATE: 4.-2.50% BOOK LIFE {yrs) <=30
INSURANCE COST RATE: £:.1.00% TAX LIFE lyrs) e 0200 [ €= 30
REVENUE TAX RATE: ~ii:1.47% INFLATION RATE -:-3.00% |used for ECC calc
EFFECTIVE INCOME TAX RATE: 1 35:00%

Assumptions .
1 In-service dale lax value equals in-service date book value for current/ def tax calculations. The tax value will not be

equal to the book value (AFUDC rate will not equal capilalized interest rale) but ihe difference is small enough to ignore
2) Revenue requirements are End of Yr (EOY) basis

3) Property / Insurance tax based on original book value

4) Rate base is reduced by accumulated deferred taxes

5) Tax depreciation method is 150% declining balance to straight-line

6) Income Tax Rate should,in general, be the effective combined federal/state rale. This combined tax rate can be calculated by:
Composile Rate = federal tax rate + (stale tax rate {1-federal 1ax rate)) '

7 Income Taxes = [Revenues - Tax Deductable Exp] * {Inc tax rate/1-inc tax rate)
equity return
debt return = interest exp
book depr tax depr
def taxes anm
prop taxes = prop taxes ?,'E
insur cost = insur cost §§
rev tax = rev tax -
. >
[equity ret +book depr +def tax - tax depr] * {Inc tax rate/1-inc tax rate) E
8) Economic Carrying Charge calc uses after lax discount rate for PRV i
Lad
m
2

Page 1



GROSS
YR PLANT
o
1 100.00
2 100.00
3 100.00
4 100.00
5 100.00
6 100.00
7 100.00
8 100.00
9 100.00
10 100.00
1 100.00
12 100.00
13 100.00
14 100.00
15 100.00
16 100.00
17 100.00
18 100.00
19 100.00
20 100.00
21 100.00
22 100.00
23 100.00
24 100.00
25 100.00
25 100.00
27 100.00
28 100.00

ACCUM
DEPR

3.33
. 6.67
10.00
13.33
16.67
20.00
23.33
26.67
30.00
33.33
36.67
40.00
43.33
46.67
50.00
53.33
56.67
60.00
63.33
66.67
70.00
73.33
76.67
80.00
83.33
86.67
90.00
93.33

ACCUM
DEF TAX

0.15
1.51
2.68
3.67
4.50
5.18
5.73
6.15
6.54
6.94
7.33
7.73
8.12
8.52
8.91
9.31
9.70
10.10
70.49
10.89
10.50
9.33
8.17
7.00
5.83
4.67
3.50
2.33

EQY
RATE
BASE

96.52
91.83
87.32
83.00
78.83
74.81
70.94
67.19
63.46
59.73
56.00
52.27
48.54
44.82
41.09

'37.36

33.63
29.90
26.18
22.45
19.50
17.33
15.17
13.00
13.83
8.67
6.50
4.33

zetl

BOOK
DEPR

3.33
.33
. 3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3,33
3.33
3.33
3.33
3.33
3.33
3.33

Page 2

DEBT

3.28
3.12
2.97
2.82
2.68
2.54
2.41
2.28
2.186
2.03
1.90
1.78
1.65
1.82
1.40
1.27
1.14
1.02
0.89
0.76
0.66
0.59
0.52
0.44
0.37
0.29
0.22
0.15

EQUITY CURRENT
RETURN RETURN TAXES

6.95
6.61
6.29
5.98
5.68
5.39
5.11
4.84
4.57
4.30
4.03
3.76
3.50
3.23
2.96
2.69
2.42
2.15
1.88
1.62
1.40
1.25
1.09
0.94
0.78
0.62
0.47
0.3%

3.60
2.20
2.22
2,22
2.22
2.22
2.2
2.19
2.07
1.92
1.78
1.63
1.49
1.34
1.20
1.05
0.91

<. 0.76

0.62
0.48
1.14
1.84
1.75
1.67
1.59
1.50
1.42
1.33

DEF

TAXES

0.15
1.36
1.17
1.00
0.83
0.68
0.54
0.42
0.39
0.39
0.39
'0.39
0.39
0.39
0.39
0.39
0.39
0.39
0.39
0.39
-0.39

-1

1
1
-1
-1
-1
-1

A7
-1.17
-1.17
17
A7
A7
17

PROP

TAXES

2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2,50
2.50
2.50
2.50
2.50
250
2.50
2.50
2,50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50

INSUR-
ANCE

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00



- -~ i

29 100.00 96.67 1.17 2.17 3.33 0.07 0.16 1.25 -1.17 2.50 1.00
30 100.00 100.00 0.00 0.00 3.33 0.00 0.00 1.17 -1.17 2.50 1.00

BOOK DEBT  EQUITY CURRENT  DEF PROP INSUR-
DEPR___ RETURN RETURN TAXES _ TAXES TAXES ANCE

PRESENT VALUE (@ 9.41% } = [ 3304 21.28 4507 19.74 453 24.78 9.91
FIXED CHG RATE { 9.41% ) = 3.33 2.15 455 1.99 0.46 2.50 1.00
PRV PRESENT VALUE {(®. 9.41% } = [ 3s.5] 23.28] 49.31] 21.59] 4.96] 27.11]  10.84
PRV FIXED CHG RATE | 9.41% ) = 3.65 2.35 4.97 2.18 0.50 2.74 1.09
PRESENT VALUE (@ 10.60% ) = | 20.92] 19.89] 42.12] 18.24] 4.43]  22.44] 8.97
FIXED CHG RATE | 10.60% ) = 3.33 2.22 4.69 2.03 0.49 2.50 1.00
PRV PRESENT VALUE {@ 10.60% ) = [ 33.09] 22.00] 46.58] 20.18] 4.90]  24.82] 9.93
PRV FIXED CHG RATE ( 10.60% ) = 3.69 2.45 5.19 2.25 0.55 2.77 1.11
DEFERRED TAX CALCULATION
ANNUAL ACCUM ANNUAL ACCUM BEGIN ANNUAL  END
SL SL 150%-SL. 150%-SL ACCUM DEF TAX ACCUM
AMOUNT BALANCE AMOUNT .BALANCE DEF TAX AMOUNT DEF TAX
1 3.33 3.33 375  3.75 - 0.00 0.15 0.15
2 3.33 6.67 7.22 - 10.97 0.15 1.36 1.51
3 3.33 10.00 6.68 17.65 1.51 1.17 2.68
4 3.33 13.33 6.18 23.82 2.68 1.00 3.67
5 3.33 16.67 5.71 29.54 3.67 0.83 4.50
6 3.33 20.00 5.28 34.82 4.50 0.68 5.19
7 3.33 23.33 4.89 39.71 - 5.19 0.54 5.73
8 3.33  26.67 4.52 44.23 5.73 0.42 6.15
9 3.33 30.00 4.46 48.69 6.15 0.39 6.54
10 3.33 33.33 4.46 53.15 6.54 0.39 6.94
11 3.33 36.67 4.46 57.62 6.94 0.39 7.33

Page 3



12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33

3.33

3.33
3.33

40.00
43.33
46.67
50.00
53.33
56.67
60.00
63.33
66.67
70.00
73.33
76.67

80.00
83.33
86.67
90.00
93.33
96.67

100.00

4.46
4.46
4.46
4.46
4.46
4.48
4.46
4.46
4.46
2.23
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

aetl

62.08
66.54
71.00
75.46
79.92
B84.38
88.85
93.31
82.77
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

Page 4

7.33
7.73
8.12
8.52
8.91
9.31
9.70
10.10
10.45
10.89
10.60
9.33
8.17
7.00
5.83
4.67
3.50
2.33
1.17

0.39
0.39
0.39
0.39
0.39
0.39
0.329
0.39
g.39
-0.39

-1.17

-1.17
-1.17
-1.17
-1.17

7.73
8.12
8.52
8.91
9.31
9.70
10.10
10.49
10.89
10.50
9.33
8.17
7.00
5.83
4.67
3.50
2.33
1.17
0.00



~r

0.128 = 1.1612/1.0303 -1 (rev.req. / inflation - 1)>

0.128

setl
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TOTAL

REVENUE REVENUE REVENLUE

REQMT

20.81
20.13
19.48
18.85
18.25
17.66
17.10
16.56
16.02
15.48
14.94
14.40
13.86
13.32

12.78 |

12.24
11.70
11.16
10.62
10.08
9.66
9.24
9.03
8.72
8.40
8.09
1.77
7.46

TAX

0.31

0.30 -

0.29
0.28
0.27
0.26
0.26
0.25
0.24
0.23
0.22
0.21
o.n
0.20
0.19
0.18
0.17
0.17
0.16
0.15
0.14
0.14
0.13
0.13
0.13
0.12
0.12
0.11

REQMT

21.12
20.43
19.77
18.13
18.52
17.93
17.36
16.81
16.26
15.71
15.16
14.62
14.07
13.52
12.97
12.42
11.88
11.33
10.78
10.23

9.80

9.48

9.16

8.85

8.63

8.21

7.89

7.57

YR

DN RWN =

eet]

DATA FOR GRAPH

BK DEPR P TAXES

3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33

333
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33
3.33

2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2.50
2,50
2.50
2.50

INSUR
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
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0.128

535

1.197

EQ RET DEBT RET INC TAX REV TAX EVELIZE

6.95
6.61
6.29
5.98
5.68
5.39
5.11
4.84
4.57
4.30
4.03
3.76
3.50
3.23
2.96
2.69
2.42
2.15
1.88
1.62
1.40
1.25
1.02
0.94
0.78
0.62
0.47
0.31

3.28
3.12
2.97
2.82
2.68
2.54
2.41
2.28
2.16
2.03

1.90

1.78
1.65
1.62
1.40
1.27
1.14
1.02
0.89
0.76
0.66
0.59
0.52
0.44
0.37
0.29
0.22
0.15

3.74
3.56
3.39
3.22
3.06
2.90
2.75
2.60
2.46
2.32
217
2.03
1.88
1.74
1.59
1.45
1.30
1.16
1.01
0.87
0.76
0.67
0.59
0.50
0.42
0.34
0.25
0.17

K=
0.31 17.74
0.30 17.74
0.28 17.74
0.28 17.74
0.27 17714
0.26 17.74
0.26 17.74
0.25 17.74
0.24 17.74
0.23 17.74
0.22 17.74
o 17.74
0.21. 17.74
0.20 17.74
0.19 17.74
0.18 17.74
0.17 17.74
0.17 17.74
0.16 17.74
0.15 17.74
0.14 17.74
0.14 17.74
0.13 17.74
0.13 17.74
0.13 17.74
0.12 17.74
0.12 17.74
0.1 17.74

81.9706

0.94141
ECC
12.31
12.68
13.06
13.46
13.86
14.28
14.70
15.14
15.60
16.07
16.55
17.05
17.56
18.08
18.63
19.18
19.76
20,35
20.96
21.59
22.24
22.91
23.59
24.30
25.03
25.78
26.56
27.35

>y



s “ ‘\_‘. 3
' weetl B ‘

7.15 0. 7.25 29 3.33 2.50 1.00 0.16 0.07 0.08 0.11 17.74 2817
6.83 0.10 6.94 30 3.33 2.50 1.00 0.00 0.00 0.00 0.10 17.74 29.02
TOTAL ! PV check | 175.82] "175.82}

REVENUE REVENUE REVENUE .

REQMT  TAX REQMT '
158.34] 2.36] 160.70] 1

15.98 0.24 16.21 1.0941

173.24] 2.68{ 175.82]

17.48 0.26 17.74

146.02| 2.18]  148.19]

16.27 0.24 . 16.51

161.49] 2.41] 163.90]

17.99 0.27 18.26
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Pennsylvania Power & Light
Company For Approval of Its Restructuring Plan
Under Section 2806 of the Public Utility Code

Docket No. R-00973954

CERTIFICATE OF SERVICE

I hereby certify that on June 26, 1998, I served a true copy of the "PETITION
OF PP&L, INC. FOR RECONSIDERATION, CLARIFICATION, AMENDMENT,
CORRECTION, AND SUPERSEDEAS OF THE ORDER ENTERED ON JUNE 15, 1998
AND FOR EXPEDITED CONSIDERATION OF THIS PETITION" as indicated below
upon the following participants, in accordance with the requirements of Section 1.54 (relating to

service by a participant):

VIA HAND DELIVERY

Johnnie Simms, Esq.

Office Of Trial Staff

Pennsylvania Public Utility Commission
Third Floor, Pitnick Building

901 North Seventh Street - Rear
Harrisburg, PA 17105-3265

Angela Jones, Esq.

Office Of Small Business Advocate
Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101

HAD1/63193.1

Craig R. Burgraff, Esq.

James A. Mullins, Esq.

Office Of Consumer Advocate
555 Walnut Street

Forum Place, 5th Flr.
Harrisburg, PA 17101-1921

David M. Kleppinger, Esq.
Robert A. Weishaar, Jr., Esq.
Pamela C. Polacek, Esq.
Robert Mills, Esq.

McNees, Wallace & Nurick
P. 0. Box 1166

100 Pine Street

Harrisburg, PA 17108
for PPLICA



VIA HAND DELIVERY

William T. Hawke, Esq.

Janet L. Miller, Esq.

Todd S. Stewart, Esq.

Malatesta Hawke & McKeon LLP
Harrisburg Energy Center

100 North Tenth Street

Harrisburg, PA 17101
Jor Mid-Atlantic Power Supply Assoc.

Patricia Armstrong, Esq.

Regina L. Matz, Esq.

Thomas, Thomas, Armstrong & Niesen
212 Locut St., Suite 500

Harrisburg, PA 17108-9500

Robert F. Young

Anthony C. Adonizio, Esq.

Deputy General Counsel

Allegheny Electric Cooperative, Inc.
212 Locust Street

P. O. Box 1266

Harrisburg, PA 17108-1266

Daniel Clearfield, Esq.

Alan Kohler, Esq.

Robert J. Longwell, Esq.

Wolf, Block, Schorr & Solis-Cohen
305 North Front Street, Suite 401
Harrisburg, PA 17101

Jor Enron Corporation

Cheryl Walker Davis, Director
PA Public Utility Commission
Office of Special Assistants
North Office Bldg., Room 210
Harrisburg, PA 17120

Terrance J. Fitzpatrick, Esq.

David M. DeSalle, Esq.

Ryan, Russell, Ogden & Seltzer, LLP
800 North Third Street, Suite 101

Harrisburg, PA 17102-2025
Jor GPU Energy

Susan M. Shanaman, Esq.
212 North Third Street
Suite 203

Harrisburg, PA 17101-1505
Jor Center for Energy and Econ. Dev.

VIA FEDERAL EXPRESS AND FACSIMILE

Craig A. Doll, Esq.
214 State Street

Harrisburg, PA 17101
Jor Delmarva Power & Light Company

HAGL/63193.1

David A. McCormick, Esq.
Department Of The Army

Office of The Judge Advocate General
901 North Stuart Street

Arlington, VA 22203-1837



VIA FEDERAL EXPRESS AND FACSIMILE

Michael A. Stosser, Esq.

Adelia S. Borrasca, Esq.

Heller Ehrman White & McAuliffe
815 Connecticut Avenue, N. W,
Suite 200

Washington, DC 20006-4004

for Kraft Foods, Inc.

Clinton A. Vince, Esq.

Paul E. Nordstrom, Esq,

Deborah A. Swanstrom, Esq.

Joel D. Newton, Esq.

Verner, Liipfert, Bernhard, McPherson
& Hand

901 15th Street, NW, Suite 700

Washington, DC 20005

Jor Allegheny Power

Joseph A. Dworetzky, Esq.
Hangley Aronchick Segal & Pudlin
One Logan Square

Twelfth Floor

Philadelphia, PA 19103-6933
Jor New Energy Ventures

Eric Epstein
2308 Brandywine Drive
Harrisburg, PA 17110

Pro se

Richard L. Caplan, Esq.
Mary Huwaldt, Esq.
Caplan & Luber, LLP
40 Darby Road

Paoli, PA 19301

Jfor Schuylkill Energy Resources, Inc. and Gilberton
Power Company

HAQ1/63193,1

Joan O. Brandeis, Esq.

Schnader, Harrison, Segal & Lewis
Suite 3600

1600 Market Street

Philadelphia, PA 19103-4252

Jfor Bethlehem Steel Corporation

Linda C. Smith, Esq.

Dilworth, Paxson, Kalish & Kauffman LLP
305 N. Front Street

Suite 403

Harrisburg, PA 17101-1236

Jor American Association of Retired Persons

Gordon J. Smith, Esq.
John & Hengerer
1200 17" Street, N.W.
Suite 600

Washington, DC 20036-3006

Jor Electric Clearinghouse, Inc. and Duke Energy
Trading and Marketing

Michael T. Vough, Esq.

Vough & Mecadon

Greater Pittston Professional Center
126 South Main Street

Pittston, PA 18640

Jor Comm'n on Economic Opportunity

Billie E. Ramsey, Executive Director
ARIPPA

1300 Market Street, Suite 7
Lemoyne, PA 17043



VIA FEDERAL EXPRESS AND FACSIMILE

Bruce A. Connell
General Counsel
600 N. Dairy Ashford, ML-1034

Houston, TX 77079
Sor DuPont Power Marketing

Scott J. Rubin, Esq.

3 Lost Creek Drive
Selinsgrove, PA 17870-9357
Jor IBEW, Local 1600

Gary A. Jeffries, Esq.

CNG Energy Services Corporation
One Park Ridge Center

P.O. Box 15746

Pittsburgh, PA 15244-0746
Jfor CNG

Attorney of Record
Environmental Energy Project
3700 Vartan Way

Harrisburg, PA 17110

Jor Environmentalists

Mary McFall Hopper, Esq.
Assistant General Counsel
PECO Energy Company
2301 Market Street, S23-1
Philadelphia, PA 19103

HABL/53193.1

Fred Zalcman, Esq.
78 N. Broadway
White Plains, NY 10603

Jor Environmentalists

Usher Fogel, Esq.

Roland, Fogel, Koblenz & Carr, LLP
1 Columbia Place

Albany, NY 12207

Jor Pennsylvania Petroleum Association

Mr. Roger E. Clark
905 Denston Drive
Ambler, PA 19002

Jor Environmentalists

Robert D. Knecht

Industrial Economics Incorporated
2067 Massachusetts Avenue
Cambridge, MA 02140

Robert P. Haynes, 111, Esq.
Mette, Evans & Woodside
3401 North Front Street

P. O. Box 5950

Harrisburg, PA 17110-0950

Jor PA Electric Consumers Council

(O30

Paul E. Russell



COMMONWEALTH OF PENNSYLVANIA

DATE: June 29, 1998

SUBJECT: R-00973954

REP

TO: Office of Special Assistants

FROM: _/ﬁames J. McNulty, Secretary

i

APPLICATION OF PENNSYLVANIA POWER & LIGHT COMPANY
FOR APPROVAL OF ITS RESTRUCTURING PLAN

Attached is copy of PP&L.Inc.'s Petition for
Reconsideration, Clarification, Amendment, Correction,
and Supersedeas of the Order Entered on June 15, 1998
and for Expedited Consideration of this Petition filed
in connection with the above docketed proceeding.

“ This matter is assigned to your Office for
appropriate action.

Attachment

cc: Law Bureau - w/copy of petition

wijz




COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSIO{)J\
F.O. BOX 3265, HARRISBURG, PA 17105-326%n

— IN REPLY PLEASE
()  REFERTO QUR FILE
June 29, 1998 o)

Ms. Janet K. Weidensaul, Chairman ‘

Commissioners’ Office

Monroe County

Administrative Center e
One Quaker Plaza

=)
“"."\ dj
3 =
Stroudsburg, PA 18360-2192 5 = :fa K3k
e o
Dear Ms. Weidensaul: f}_rﬂ

R ]
u’i""" =

Thank you for your June 5, 1998 letier to Governor Tom Ridge regawmg—'

the Public Utility Commission’s recent decision in the matter of PP&LS FnaL—-

i
restructuring plan under the Electricity Generation Customer Chonce? and®
Competition Act.

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision

of the Administrative Law Judge based on the Commission’s review of the
evidence on the record. :

I am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please

know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding.’

smaryC avetta, Esq.

Director of L.eglslatlve ?ffa\i;\s;(
cc: The Hon. Tom Ridge

PUC Chairman John Quail}{ L; CK % ggg i?\

Secretary James McNulty

JUL 01 7998
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
F.O. BOX 3285, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO OUR FILE

June 29, 1998

Mr. Greg Christine, Vice Chairman
Commissioners’ Office

Monroe County

Administrative Center

One Quaker Plaza

Stroudsburg, PA 18360-2192

D UZ 9 S\“ \ 5,
AN

Dear Mr. Christine: =

L ‘_.D

rg‘}

Thank you for your June 5, 1998 ietter to Governor Tom Rldge"‘regardmg
the Public Utility Commission’s recent decision in the matter of PP&I;as final

restrucfuring plan under the Electricity Generation Customer Chmse. and
Competition Act. -

—
U;.::_ ""l—

hi

Please know that the Commission’s decision of June 4, 1998, |s<_f_]uﬁl and
that PP&L is now free to decide whether it will appeal the Commlssuon s fimal
order. Please know that the Commission made its decision according to- ewndence‘
which was placed on the record by PP&L and other parties during the I|t|gat|on
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge whe presided over the case.
The Commission has full authority to either approve, reject, or modify the decision

of the Administrative Law Judge based on the Commission’s review of the
evidence on the record. '

I am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding. .

rely,

Rosemary Chi
Director of Le

a, Esq.
lative Affairs

cc: Governor Tom Ridge
PUC Chairman John Quain
Secretary James McNulty
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MONROE
SOLICITOR:
COMMISSIONERS:
Janet K. Weidensaul, Chainman - _ John B. Dunn
Greg Christine, Vice Chauman : _ L i . '

James E. Cadue, Cormnission;r ‘ | | : _ ) Y )
June 5, 1998

The Honorable Thomasil . Ridge
Room 225C Main Capitol Building
Harrisburg, PA 17120 :

DearGovernor Ridge:

. On behalf of the people of Monroe County, we are writing to ask you to lend your voice
to urge the Public Utility Commission to reconsider PP&L’s cost recovery. This is a very
serious matter that deserves the highest degree of consideration,. in the broadest possible

context, by the PUC.

We believe it is reasonable that PP&L seeks to recover $4 billion of the documented $4.5
billion in stranded costs. This belief is supported by an administrative law judge’s

. recommendation on April 7. The May 14™ action by the PUC to allow only $2.86
billion in cost recovery punishes a soundly managed corporation and places it on the
brink of financial peril:

A PP&L that is forced into financial peril cannot continue to play a stroag role in the
economic development and neighborhood revitalization of our area. This wil} have far-
reaching negative effects on those who depend on this company to partner with them in
projects that have a very positive impact on the quality of life, we in government strive to
achieve for our communities. Coltaboration with PP&L has provided this county with
opportunities for job creation. . In addition, the company and their employees have

~ demonstrated commitment to “Monroe 2020”, a sustainable development task force;
major fund raising for the United Way of Monroe County; downtown revitalization in
Stroudsburg and Mount Pocono; rail service; and numerous other projects of importance.

Administrative Center, One Quaker Plaza, Stroudsburg, PA 18360-2192 » 717-420-3450 » Fax 717-420-3458

Tun 10, 2:44PH

ey qun 10 2:40pM Prind Time
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' To: Doris Reynolds . . from: Adams, Chris . 6-10-98 3:43pn p. 3 of 3

The Honorable Thomas J. Ridge - June 5, 1998

We strongly urge you to use you.r good ofﬁce to urge the PUC to reconsider PP&L’s cost
recovery.

Respectﬁl_lly yours,

MNowart WKk
).

Janet K. \é'eldensaul Chairman

(/ Ot

'Greg Chr, me Vice-Chairman

Received Tim_é Jun, 10. "2:42P¥ o Print Time Jun, [0, 2:44P%



COMMONWEALTH OF PENNSYLVANIAT

"PENNSYLVANIA PUBLIC UTILITY COMMIS N
PO. BOX 3265, HARRISBURG, PA 17105-3

5
[ IN REPLY PLEASE
~ REFER TO QUA FILE
June 29, 1998
Mr. Joseph Cabita
President
United Way of the Capitai Region & e
One United Way o b
Harrisburg, PA 17110 =
:sfg e
Dear Mr. Capita: Zm @
w< 2

\

Thank you for your June 18, 1998 letter to Chairman Johneruam of the
Public Utility Commission regarding the Commission's recent deusmﬁ in the

il
matter of PP&L’s final restructuring plan under the Electrlc:ty Gsneratlon
Customer Choice and Competition Act. .

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision

of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

[ am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding.

igvetta, .
tive Affairs

cc: Chairman Quain
Secretary McNulty
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United Way gf'éhé iGapital Region E
One United Way + Harrisburg, PA 17110 ¢ 7 135%551'1‘6"1 0% fax: 717-257-1908 o
. 7 2. /- .
June 18, 1998 s e
une s - OFF/CE

~

i,

Mr. John M. Quain
Chairman

Public Utility Commission
P.O. Box 3265
Harrisburg, PA 17105

Dear Mr. Quain;

Enclosed please find a copy of a letter which United Way of the Capital Region recently
sent to William F. Hecht, Chairman, President & CEO of PP&L Resources Inc.

Over the years, PP&L has proven to be a strong supporter and we have enjoyed working
with them to make the Capital Region of South Central Pennsylvania a better place to live

and work.

We hope you will recognize the good work of this exemplary corporate citizen as you
consider their request before the PUC recover stranded costs.

Thank you for your consideration to this matter.

President

IMC/mpg

Enclosure

“Leave a Legacy”

Please remember United Way in your will and let us know so we can say thanks.



Y

United Way of the Capital Region ’I,
ne United Way OHrriurg, PA!Y! 10  717-255-1010 + fax: 717-257-1908 ®
June 15, 1698

Mr. William F. Hecht
Chairman President & CEO
PP&L Resources Inc.

2 North 9™ Street
Allentown, PA 18101-1179

Dear Mr. Hecht:

We received your letter of June 1, 1998, in which you inform The United Way of the
Capital Region (UWCR) of the projected adverse consequences of the Public Utility
Commission’s (PUC) preliminary motion to modify the decision of an administrative law
judge concerning your request to recover stranded costs. We understand that if finalized,
this decision will decrease the stranded costs you will be allowed to recover from $4

billion to $2.86 billion and will necessitate a substantial deduction in your operational
budget.

We hope that prior to making a decision which could impact your company’s viability
and its capacity to provide generous support for many community activites, the PUC will
consider the long history of PP&L’s invoivement as community parmers in the areas in
which you serve. I know here at UWCR we are particularly grateful for the financial and
volunteer support provided to us by PP&L over the years. We hope, in the competitive
environment which will continue to evolve in the utility industry, service to community
will remain a priority for PP&L and a way for you to distinguish yourself from your
competition.

I am forwarding a copy of this letter to Senator Jeffrey Piccola and the PUC, so they are
aware of our support of your fine organization.

Presid entj CEO

IMC/mpg

cc: Senator Jeffrev Piccola
PUC “Leave a Legacy”

Please remember United Way in your wiil and let us know so we can say thanks.
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COMMONWEALTH OF PENNSYLVA%A

PENNSYLVANIA PUBLIC UTILITY COM SION
P.O. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TD OUR FILE

June 29, 1998

w B

[ad}
Mr. Howard G. Graeffe L) =,
Executive Director ”% -
National Institute for Environmental Renewal =0 D
1300 Old Plank Road Z2 o
Mayfield, PA 18433 GE T

, DT T

Dear Mr. Graeffe: ?x @

-

Thank you for your June 15, 1998 letter to Governor Tom Ridg}'é regarding
the Public Utility Commission’s recent decision in the matter of PP&L’s final
restructuring plan under the Electricity Generation Customer Choice and
Competition Act.

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case., Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision
of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

| am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding..

Director of Legislative Affairs

cc: The Hon. Tom Ridge
PUC Chairman John Quain
Secretary James McNulty..



To: Dorls ' . Fron: Costanzo, Barbara . ' 6-19-98 12:05m p, & of ?

—_
. . | Puc
P TRy, N ATIONAL - - [enasfe.
Y3 I NSTITUTE FOR _
j £ NVIRONMENTAL | 1300 OLD PLANK RoAD, Ma PA 18433
5 R ENEWAL LD K ROAD, YFIELD,
TEL: (717) 282-0302
" FAX: (717) 282-3381
INTERNET: info@nier.org
~ June 15, 1998
Honorable Thomas Ridge
Governor of Pennsylvania
225 Main Capitol

Harrisburg, PA 17120
Dear Governor Ridge: -

[ have just learned that the Public Utility Commission soon will render its final order on
PP&L’s proposed restructuring plan. I am writing to urge the Commission to carefully consider
in its deliberations the impact that the final order will have on communities and customers served
by PP&L and the employees and families who depend on PP&L for their livelihood and well-

being.

May we remind the Commission of the considerable difference between the April 7, 1998
recommendation of the Administrative Law Judge regarding PP&L’s transition costs and the
results of the Commission’s non-binding poll on May 14, 1998. I hope you agree that for
effective restructuring to occur, the transition to meaningful competition must allow for the
recovery by utilities of a reasonable portion of their legitimate stranded costs. To impose
unreasonable transition costs on a utility which has strived to be one of the lowest-priced power
suppliers in the state seems inconsistent with efforts to create a level playing field for customer
choice. : : .

PP&L has been committed to environmental issues over many years and has established a
salid reputation for community service as well. It is important that PP&L have a reasonable
opportunity to compete in the new clectricity marketplace. Business and residential customers,
communities in the company’s current service area, and the families of PP&L employees stand
to benefit from a balanced restructuring plan for the company.

Thank you for cbnsidering these comments.

Sincerely, -
Howard G. Graeffe ’
" Executive Director ’

HGG/cds

Received Time . Jun 19, 11:054M CPrint Time  dun 19, 11:D6AM




COM MONWEALTH OF PENNSYLVANIAU

PENNSYLVANIA PUBLIC UTILITY COMMISSIDN
PO. BOX 3265, HARRISBURG, PA 17105-3%5

1M REPLY PLEASE
= REFER TO QUR FILE

June 29, 1998

Mr. Daniel Henning, Chairman
The Jacob Stroud Corporation

22 N. Seventh Street %’1 ]
Stroudsburg, PA 18360 23 <
' Mo =

i :;1:’"‘ .
Dear Mr. Henning: ﬁa o

f

Thank you for your June 9, 1998 letter to Governor Tom :dge rg)garding
the Pubtlic Utility Commission’s recent decision in the matter 95 P&I”s final

restructuring plan under the Electricity Generation Custome}g Choicge and

Competition Act. [l

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision

of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

| am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inciusion into the official file of this proceeding.

Sincere
' Rosemary Ch

Director of Ledislative Affairs
c¢c: The Hon. Tom Ridge
PUC Chairman John Quain
Secretary James McNult




To: Dorts Reynolds. - . L From: Adams, Chris . - 6-11-98 - 2:04pn p. 2 of 3

QDD . : BOARD MEMBERS ' !
: Brian Stone Harry F. Lee Ken Lang
ac 0 James Glibert Allan A, Hecht . Paul Canevari
David Ross Janet Mishkin Mary Meinelt
St ?@ M d Dan Henning ]. Patrick Hickey Tesry Roeber
lohn-Burrus Jere Dunkelberger Kirby Upright
ceorporatiemn ' .

22 NORTH SEVENTH STREETSTROUDSBURG, PA 18360 PHONE 717 ¢ 424 ¢ 9131

June 9, 1998 .

The Honorable Tom Ridge

Governor of the Commonwealth-of Pennsylvania -
225 Capitol Building

Harrisburg, PA 17105.

Re: Pennsylvania Power and Light Company - Restructuring
'Dear Govemnor Ridge:

- I serve as Chairman of the Board of the Jacob Stroud Corporation. The Jacob Stroud
Corporation is a non-profit corporation designated by the Borough Council of the Borough of
Stroudsburg as the official organization to promulgate the revitalization of the Downtown Area of
Stroudsburg, Pennsylvania. The Jacob Stroud Corporation is a participant in the

. Commonwealth’s Main Street Program and has won severa] awards for ltS work in Downtown
: Stroudsburg over the past several years :

Among the undertakmgs of the Jacob Stroud Corporation the most important single
success has been its recipientship of grants from Pennsyivania Power and Light Company during
1997 and 1998.totaling more than $150,000.00. .These funds, when coupled with local matching
funds, constituted an investment in the Downtown Stroudsburg Area approximating $250,000.00.
The funds were used excluswely for the rehabilitation of the facades on Downtown buildings, new
signage throughout the’ town and the implementation of benches and waste receptacles for the

- Downtown Area. It is our understanding that this program as conducted by Pennsylvania Power
-and Light involves an expendlture by that company of §3,000, 000.00 per year in Pennsylvama ’
' .mumclpahues ' - A : .

A recent news artlcle mdlcated that the Pennsyivama Public Utxhty Commission has
determined to permit Pennsylvania Power and Light Company to recoup only approximately
seventy (70%) of the transition costs involved in the restructuring of utilities presently underway.

o
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Received Time Jun 11, 1:03PM “Print Time  Jum i} 1:06PM



To: Doris Reynolds . . - From Adams, Chris . 6-11-98  2:04pn  p. 1 of 3

The news reports mdlcate that the failure of the PUC to recognize and penmt a'total recovery of
these costs (approximating $1.2 Billion) would mandate that PP&L re-evaluate all of its
Community Participation Programs and in'all likelihood terminate same. While I don’t
presuppose to understand all of the puances of this restructuring concept, certainly from the
standpoint of those of us who are interested in the smaller downtowns throughout the
Commonwealth, to eliminate Pennsylvania Power and Light Company as a major “partner” would
appear to be totally self defeating ﬁ'om whatever other benefits uught supposedly result from the
restructuring, .

: -Looking at the miatter in a different light, the Jacob St_mud Corporation has'tried'in vein to
seek even minimal financial assistance from PP&L’s main competitor in our area, GPU. ‘It would
therefore seem that the recent actions of the PUC are designed to essentially hurt the “good guy”

" and benefit the “bad guy”. While I am sure that all of the foregoing is probably.de minimis given -
the magnitude of these issues, the hundreds of downtowns throughout PP&L’s service area that SRR

. have benefited from its programs or stand to benefit in the fiture are not, in my view, minor Lo
const:mencres in any respect. - .

I apologize for the fact that I am not sufﬁc:ently learned in these matters to seek any
specific assistance from the Govemnor’s office but I do feel that our concems are sufficiently
legntlmate to brmg them to your attenmm

Sincerely yours,

Alpeat

Damel Henning, Chairm

DH/cab

Received Time:  Jun 11/ 03PM ; Eri'ni Time - Jun |1 [ 06K
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COMMONWEALTH OF PENNSYLVANA
PENNSYLVANIA PUBLIC UTILITY COMMSSION

PO. BOX 3265, HARRISBURG, PA 171053265

1N REPLY PLEASE
June 29, 1998

REFER TO QUR FILE

Mr. Ronald T. Bailey, AICP
Planning Director

m %

% -

Lancaster County Planning Commission M, S

50 North Duke Street :"cf") Eg
P. O. Box 83480 =M

Lancaster, PA 17608-3480 ST R

=° =

Dear Mr. Bailey: E —

- o
Thank you for your June 8, 1998 letter to Governor Ton?Ridg

e regarding
the Public Utility Commission’s recent decision in the matter of PP&L’s final
restructuring plan under the Electricity Generation Customer Choice and
Competition Act.

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence’
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision
of the Administrative Law Judge based on the Commission’s review of the
evidence on the record. '

I am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please

know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding. .

cc: The Honorabie Tom Ridge g 4
PUC Chairman John Quain .
Secretary James McNulty,/
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&ANG@ASFER COUNTY

LANCASTER . COUNTY PLANNING COMMISSION

COUNTY COMMISSIONERS R

i _ ) . 50 NORTH D

TERRY L. KAUFFMAN, Chairman - ’ : - - B : POU :gxs:lEBEoT
(PAUL THIBAULT, Vice Chalrman o ) : . _ ' LANCASTER, PA 17808-3480
RON FORD . - : S TELEPHONE: 717-208-8333

FAX: 717-205-3685%

RONALD T. BAILEY
Piarining Diractor

8 June 1908

The Honorable Thomas Ridge
Governor -

* Commonwealth of Pgnusyivamg
225 Main Capitol
Harrisburg, PA 17120 -

Dear Governor Ridge: .

The I.ancastcr County Pianmng Comrmssnon is respons1ble for developmg comprehenmw 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

- .commisgioners has adopted a8 comprehensuve plan which is based on a series of goals. One of these
goals-is to develop and maintain a hea]thy and diversified economy. The Pennsyivania Power and
Light Company (PP&L)has been a major partner with the Board of County Commissioners. in
promotmg sound economic development

© Weare extremely concemed with the 14 May 1998 and 4’ June 1998 declslon from the state Public
. Utitities Commission (PUC). A review of the background information in the case, the facts presented
- atthe proceedmgs, and the decision of- the PUC will show that, in our judgement, the Pennsyivania
.Pdwer and Light Company (PP&L.) is being penalized when compared to other electrical utilities.
The result of the PUC dec:szon could be a significant roduouon in the economic development services'
oﬁ'ered by PP&EL. - . :

The Lancaster’ County Planmng Com:mssxon strongly supports your. efforts as GOVernor of the
Commonwealth to deregulate the power induétry: Deregulation, however, should not result in an
:erosion:of economic deveiopment recruitment and retention efforts undertaken by private mdustry
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 exercxsed the same level of corporate involvement and oommumty

responsibility.

. The projected negative. impacts upon PP&L by the PUC decision include eliminating corporate_
resources devoted to the state’s overall economic developmcnt e.ﬁ'ort The decmon will also have
neganve lmpacts upon Lancaster County :

LANCASTER COUNTY ® ESTABUSHED 1729

Received Time Jun. [0.12:49PM Print Timae - Ipn 10 19-RiDY
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2

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
Thas been extremiely valuable in attracting new industry to Lancaster Couaty. Moreover, the support
and expertise of Lawrence Downing, PP&L community development director, has been espec;ally
helpful to-the planning commission and to the unplementauon of Lancaster County’s economic

development planmng goals

- The wmmmty and econoxmc develnpment efforts of PP&L are a necessa:y 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 ledve a void. If the PUC decision is allowed to stand, as is, the ipevitable 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 provuled by PP&L with state
or county tax dol]ars '

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

Respectfully,
cc: '~ TerryL. Kauﬁinan. Chairman ..
Paul Thibault, Vicé Chairman -

. ey -
grenr E’?‘?ﬁ—"ﬁz
Planning Diratior
Ron Ford Comnnssmner

Boa.rd of County Comrrnssmners for I.ancaster County

_ Cha.rles Snnthgall Mnyor, C1ty of: Lancaster, and Chairman of Excel Lancastm' Campaign
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSIGN

PO. BOX 3265, HARRISBURG, PA 17105-32@

IN REPLY PLEASE
REFER TD QUR FILE

June 29, 1998

Mr. Robert Uguccioni
Executive Director

L O
M =
) -

Pocono Mountains Vacation Bureau My =

Chamber of Commerce zZ0 3

1004 Main Street ==

Stroudsburg, PA 18360 DN =

25 =

Dear Mr. Uguccioni: A =
e

. . (o
Thank you for your June 3, 1998 letter to Governor Tom Ridge regarding
the Public Utility Commission’s recent decision in the matter of PP&L’s final

restructuring plan under the Electricity Generation Customer Choice and
Competition Act.

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’'s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the lifigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision
of the Administrative Law Judge based on the Commission’s review of the
evidence on the record,

| am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please

know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding.

Sin

osemary Chia
Director of Legi

ative Affairs
cc: The Hon. Tom Ridge

PUC Chairman John Quai/
Secretary James McNulty
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’ ' - From: Rdams, Chris . .
To: Doris Reynolds . : ' T . . —

- N lWMnhSlml,? Sirﬁudabufg Psnnsylvonio 18360 /\/\/ .»O\\

1t Phomes TT7.AZ1.S

, . Pox  T17.421.4027 . :
. Mol pocomiidpocanar.org THE POCONOS

C (!/\ntt\ IOt AN

CHAMBER OF
COMMERCE

htp://www.poconos.org

June 3; 19908

l Governor Thomas Ridge
Room 225 Main Capitol
Harrisburg, PA "17120

Dear Govemor Ridge:

The Pocono Mouniains Vacation Bureau, Inc., which réprcsents the tourism industry in Carbon,
Monroe, Pike and Wayne counties, here in Northeastem Pennsytvama, supports the efforts of the
Pennsylvania Power & L:ght Company ,

We understand that the Public Utility Cormmssmn (PUC) rejected 2 judge’s recommendation and only
allowed $2.86 billion of its stranded costs to be utilized in a preliminary motion. PP&L has been an
excellent partner with the tourism industry in the Pocono Mountains and throughout Pennsylvania.
We have worked with their representatives on many marketing and environmenta! issues, which have
greatly benefitted the number one industry in our area and the number two mdustry in the
Commonweaith.

-The relationship that we have with PP&L is excellent. Their personnel are very iavolved in the -
commumty They are active in our United Way campaigns. They prowde guidance and support on
major issues that our industry is interested in. More importantly, on a personal basis, they are real
people involved with real issues throughout this part of Northeastern Pennsylvania. 1t would be
extremely unfortunate if the PUC were to damage this fine organization’s financial stability in any
way. Ihave been doing my job for thirty years now as Executive Director and can truthfully say that
we have never had 2 relationship with any other utility or major organization that has been better than
the one we have enjoyed with the Pennsylvania Power & Light Company. They have helped the
tourism business in the Pocono Mountains and Pennsylvama to grow into a major economic activity,
We would strongly urge your support for their position on this matter and I personal[y would be
available to talk with you at any time concermng our support

_ Your Friénd in the Poconos,
‘. ot ;:. !
Robert Uguccioni
. Executive Dlrector
RU/ks

Pem"’yl"ama “The Pocono Northeast” ”"’g

Moo loime 2400 SQUARE MILES OF LAKE-STUDDED WOODLAND SLOPES... -
o R L — EMBRACING 80% OF PENNSYLVANIA'S RESORT FACILITIES amoSprgy
- . : (03PM
‘ . : Print Time Jun. 8. 3:03
Received Time Jun, 8. 3:01(PM
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' CQMMONWEALTH OF PENNSYLVA

PENNSYLVANIA PUBLIC UTILITY COMMIGSION
PO. BOX 3265, HARRISBURG, PA 171053265

IN REPLY PLEASE
AEFER TO OUR FILE

June 29, 1998

[&4] \‘g)
£ >

Matthew J. Connell, Ph.D. %\ 2
Dean, Monroe Campus Py
Northampton Community College ?:.% Ci
P. O. Box 639 cz =
Tannersville, PA 18372 a5 =

. :

e —
Dear Dr. Connell: f,:‘; 0

Thank you for your June 4, 1998 letter to Governor Tom Ridge regarding
the Public Utility Commission’s recent decision in the matter of PP&L’s final

restructuring plan under the Electricity Generation Customer Choice and
Competition Act.

Please know that the Commission’s decision of June 4, 1898, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s finat
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, -or modify the decision

of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

| am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having.the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding.

Director of Legislative Affairs

cc: The Hon. Tom Ridge
PUC Chairman John Quair/
Secretary James McNuity



From: Adams, Chris . 6-10-98 6:58am p. 2 of 2

To: Doris Reynolds .

Northampton Community College
Monroe .(:;ll]][)l-l.fi

June 4. 1998

The Honorab]c Thomas Ridge
Governor

State Capital Building
Harrisburg, PA

Dear Governor Ridge,

I am writing to request your assistance for Monroe County. As you are aware, the Public
Utilities Commission will render a decision on PP&L’s future in the next few days. 1am
requesting that you urge the PUC to offer a balanced judgment-one that will benefit the citizens

of Monroe County.

It is no secret that Monroe County, one of the fastest growing counti¢s in the state. 1s in dire need
of organizations that can assist us as the-County plans for the future. PP&L has been a major
player in this process. The company has had 2 positive impact on the community by encouraging
planned, balanced growth, and by contributing financial and personnel resources to these etforts.
A balanced judgment by the PUC will enable PP&L to continue its involvement in the
community, thus giving the community the ability to plan for economic and community
development.

On a personal note, PP&L and Northampton Community College have had a long historv of
working together to better the region. I believe it is important that we continue with this
_partnership; again, a balanced deciston by the PUC will ensble our relationship to continue.

If you have any guestions about this letter, please feel free to contact me at the phone number
below. In advance. thank you for your time and consideration.

Sincerely,

Wit Coue

-Matthew J. Connell, Ph.D.
Dean, Monroe Campus

2.0 Box Mt) R mnu\nik Pa. msyhstnia lh""
VOICE (TET) 0209221 = FAXN(TIT) G20:9317

—— et it — e et



' COMMONWEALTH OF PENNSYLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISS
P.O. BOX 3265, HARRISBURG, PA 17105-32

IN REPLY PLEASE

tj/ AEFER TO OUR FILE
e

June 29, 1998

Ms. Ruth Zimmerman, Chairperson
Union County Commissioners

o)
103 South Second Street £ <
Lewisburg, PA 17837-1996 K =y
;- E-d
(2‘/;{-3\ 2,
Dear Ms. Zimmerman: EN 2N
WA e
Thank you for your June 10, 1998 letter to Chairman John Quain of thé,fé oy
Public Utility Commission regarding the Commission’s recent decision in theZ, «:é

Customer Choice and Competition Act.

. Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision
of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

I am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion inte the official file of this proceeding.

Director of Legislative Affairs

cc: Chairman Quain
Secretary McNulty:,



.
COMMISSIONERS OF UNION COUNTY

-

County Commissioners £ e
Ruth W. Zimmerman, Chairman S50
W. Max Bossert, Vice Chairman Solicitor Chief Clerk )
Harry A. VanSickle, Secretary Andrew D. Lyons Diana L. Robinson % A
=L T

June 10, 1998

Public Utility Commission
C/O Chairman John M. Quain
North Office Building

PO Box 3265

Harrisburg, PA 17105-3265

M40 SR HYLHIYHD

Dear Chairman Quain:

:r

As Chairperson for the Union County Commissioners representing the citizens of Union
county, I am writing to ask your Board, the Public Utility Commission, to reconsider the
stand they have taken on PP&L, Inc. to reduce the transition cost recovery by 36
percent—to only 2.86 billion.

In talking with our Community Development Director from PP&L, Inc. Robert E.
Ruffaner, it would put PP&L, Inc. in a financial position that would prevent PP&L to
continue their support in our economic development plans for Union County, as we are
developing a High Technology Park and look forward to their support.

i

As one of only 29 Fortune 500 Companies with its headquarters in Pennsylvania, PP&L,
Inc. has held electricity costs to our citizens to the same price as we paid in 1986.

In closing, I cannot express enough the importance to encourage you to reconsider and
return to PP&L, Inc. the 4.0 billion that they requested.

Sincerely,

WWW

Ruth W. Zimmerman, Chairperson
Union County Commissioners

Cc: Robert E. Ruffaner
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COMMONWEALTH OF PENNSYLVENIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION
PO. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO QUR FILE

June 29, 1998

505 s,
-7/D S/'«?a .
h
The Honorable Michael Hanna : (N &
House of Representatives EN NN
House Post Office - Main Capitol K A ’/'-/
Harrisburg, PA JR Lo =
< o2
. L % o
Dear Representative Hanna: Q;,&

Thank you for your June 10 and June 16, 1998 letters to Chairman John
Quain of the Public Utility Commission and the enclosed letters from Mr. Richard
Marcinkevage, Manager, City of Lock Haven, and Wesley Grand, Chief Operating
Officer, Clinton County Economic Partnership, regarding the Commission’s recent
decision in the matter of PP&L’s final restructuring plan under the Electricity
Generation Customer Choice and Competition Act.

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according to evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision
of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

I am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding..

Director of L.egislative Affairs

cc: Chairman Quain
Secretary McNulty
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MICHAEL K. HANNA, MEMBEH.

29 BELLEFONTE AVENUE
LOCK HAVEN, PENNSYLVANIA 17745
PHONE: (717) 74B-5480

. TOLL-FREE: 1 (800) B45-7846

508 BENNER PIKE
SUITES
BELLEFONTE, PENNSYLVANIA 166823
PHONE: {814) 353-8780

ROOM 102-B EAST WING
HOUSE BOX 202020
HARRISBURG, PENNSYLVANIA 17120-2020
PHONE: (717) 772-2283

June 16, 1998

John Quain

PUC Chairman

104 North Office Bldg
Harrisburg PA 17105

Dear Chairman Quain:

Houge nf gRepresentaimea

COMMONWEALTH OF PENNSYLVANIA
HARRISBURG

COMMITTEES

AGRICULTURE ANMD RURAL AFFAIRS

GAME AND FISHERIES

TOURISM AND RECREATIOMAL
DEVELOPMENT

CAUCUSES

NORTHWEST CAUCUS
RURAL PENNSYLVANIA
CENTRAL PENNSYLVANIA
TIMBER

FREFIGHTERS

IRISH

Enclosed is additional correspondence from constituents indicating concern
over the PUC’s planned action with respect to PP&L. I share my
constituents’ concerns and urge PUC to reevaluate this situation.

I am available to discuss this recommendation should you have any

questions.

Very truly yours,

Pk

CHeike Sarnna

76" District
Ctate Representative

MKH/jey

cc: Wes Grand
Don Stringfeliow

&{.fj;‘fi’ ;"‘ﬂ" {
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Clinton County

Economic Partnership

é——\‘_:s CﬂintOn County P.O. Box 506

Lock Haven, PA 17745

=.» Economic Partnership ——
: (717} 893-4040
June 8, 1998 FAX (717) 893-4098
The Honorable Michael K. Hanna JN 1o 525

76" District State Representative
29 Bellefonte Avenue
Lock Haven, Pa. 17745

Dear Mike,

1 am writing with grave concerns over the apparent decision by the PUC 1o
aflow PP & L to recover only $ 2.86 billion of the estimated $ 4.5 billion of
stranded costs relative to the deregulation of the electric industry. This decision
is a rejection of the decision of an administrative law judge that would have
aliowed PP & L to recover $ 4 billion in stranded costs.

There are many other factors that need to be considered.
PP & L has shown fiscal responsibility and has reduced their rates over the
vears and does not have as much room to cut rates. PP & L’s customers pay
essentially the same price for electricity as they did in 1986. After factoring in
inflation this amounts to a 40% decrease in prices.

There are many more concerns but let me discuss what will have a major
impact on those of us who work in the rural economic development arena.
PP & L is the leader in assistance to economic developers. They not only provide
financial support; they also provide their many professional staff to work with
us. PP & L has directly provided the Clinton County Economic Partnership with
well over $150,000.00 in grants and no interest loans over the past five years.
it would be impossible to assess a dellar value to the support provided by their
Community Development Directors and professional Economic Development
staff, suffice it to say it would easily tripte the $150,000.00 investment.

I urge you to do everything possible to insure that the 6,400 jobs of this
Fortune 500 company are protected. A profitable PP & L is absolutely essential
to a vital Centre region and ultimately to a vital Pennsylvania.

With warmest rgs,

Wesley P. 'Grand
Chief Operating Officer

Industry __ Commerce Tourism



MICHAEL K. HANNA, MEMBER

29 BELLEFONTE AVENUE
LOCK HAVEN, PENNSYLVANIA 17745
PHONE: (717) 748-5480

. TOULL-FREE: 1(800) 845-7846

COMMITTEES

AGRICULTURE AND RURAL AFFAIRS
GAME AND FISHERIES
TOURISM AND RECREATIOMAL

DEVELOPMENT
0O 508 BENNER PIKE
SUITE 5 ] W : CAUCUSES
BELLEFONTE, PENNSYLVANIA 16823 .

RURAL PENNSYLVANIA

/ PHONE: (B14) 353-8780 % Uu ﬁ B Uf g{g I’BE Bntaﬁngﬁ NORTHWEST CAUCUS

ROOM $02-B EAST WING CENTRAL PENNSYLVANIA
HOUSE BOX 202020 COMMONWEALTH OF PENNSYLVANIA TMBER ¢ _
HARRISBURG, PENNSYLVANIA 17120.2020 HARRISBURG FIREFIGHTERS ¢ )
PHONE: (717) 772-2283 AISH =y A
£
June 10, 1998 oo
-(:. L] B ""!
2o
3 o .-;
L S CH
JOHN M QUAIN CHAIRMAN = =
PUBLIC UTILITY COMMISSION a
ROOM 104

NORTH OFFICE BLDG
Dear Chairman Quain:

Enclosed is further correspondence from constituents expressing concerns with
the PUC's proposal with regard to PP&L.

| agree with my constituents concerns and would urge you to consider them in
your deliberations.

Please provide me with a prompt response.
Very truly yours,

. 4
%%??4{ o ———.

MIKE HANNA
State Representative
76th District

MKH:mks
enclosure

cc:  City of Lock Haven

@ recycled paper



-~ (ITY OF LOCK HAVEI

20 E. CHURCH STREET

LOCK HAVEN,.PA 17745.2599
FAX (717) 893-5905

June 3, 1998
Jp -4 1ee8
Honorable Michael K. Hanna
House of Representatives
Commonwealth of Pennsylvania
29 Bellefonte Avenue
Lock Haven, PA 17745

Dear Representative Hanna:

This letter is to express the City of Lock Haven’s concern over the events which
have recently taken place by the state Public Utility Commission regarding PP&L, Inc’s
restructuring plan. :

It is my understanding that on April 7th a recommendation was made by an
administrative law judge that PP&L be permitted to recover about $4.0 billion of its
stranded costs, which PP&L had documented in the plan filed with the Commission a year
ago to be $4.5 billion. The PUC, however, in a preliminary motion on May 14th, rejected
the judge’s recommendation and stated that PP&L should be allowed to recover only
$2.86 billion of its stranded costs. This unfortunate and unexpected PUC motion, if
adopted as final and unchanged on appeal, could jeopardize PP&L’s financial strength.

The City of Lock Haven strongly supports PP&L’s efforts to recover its stranded
costs in the full, documented amount submitted to the PUC. PP&L has always taken its
responsibility to the community seriously and provided much needed financial support to
hundreds of organizations and projects throughout Pennsylvania.

In the City of Lock Haven, PP&L has provided financial support totaling $55,000
over the past two years, through their Community Partnership Program. Under a First
Time Homebuyers Program, Community Partnership funds were used to provided much
needed downpayment assistance to help ten lower income families achieve their dream of
homeownership.

The City also received Community Partnership funds to assist in creating a
Microenterprise Grant and Loan Program, which, to date, has assisted five small, start-up
businesses to locate in the City. I have enclosed two newspaper articles about these
programs which have received funding from PP&L for your review.



Honorable Michac™X. Hanna .
_June 3, 1998

Page 2 ...

I am sure you will agree that sustaining PP&L as a financially strong, economically
viable company is of utmost importance.

On behalf of City Council, I would like to express our wholehearted support of
PP&L’s efforts to recover its stranded costs and would also like to request your support
and assistance on this matter.

It is my understanding that the PUC is scheduled to vote on the PP&L, Inc.
restructuring plan on June 4, 1998, and therefore, your immediate attention to this matter
would be greatly appreciated.

Sincerely,

Richard W. Marcinkevage
City Manager

Enclosures



Susquehanga Valley
- turns keys, title and
home over to buyers

LOCK HAVEN - Susquehanna
Valley Development Group, Inc. re-
cently transferred title for the first
two homes under the Lock Haven
First Time Homebuyers Program.

Greg Patryna of Susquehanna
Valley Development Group, Inc.,
handed the keys to Susan Frazier for
a property located on Barton Street.

Dale Shreck of Susquehanna Vai-
ley Development Group, Inc., hand-
ed the keys to David Allen and Joni
Bennett. for a property located on
East Main Street.

Mortgage loans were provided by
Jersey Shore State Bank in conjunc-
tion with the Pennsylvania Housing
Finance Agency.

SVDQG, Inc. has parmered with the
City of Lock Haven to provide new
affordable single family homes in the
City of Lock Haven. A total of ten
new two story, three bedroom homes
will be constructed at three locations
within the city and will be offered to
qualifying first time homebuyers.
The housing package includes com-
pleted house on landscaped lot with
al] eity utilitjes.

The City of Lock Haven will pro-
vide a grant to cover closing costs
and through a grant from the Penn-

ST e e - = :"";4:: 2
Susan Frazier accepted
keys to her new home.

. the

sylvania Power and Light Company, the homeowners are also eligible to re-
ceive 52,500 toward their downpayment. The average monthly mortgage is
$383 (based on 7.5% interest rate which is subject to change). Anyone in-
terested in purchasing one of the homes should contact Susquehanna Valley

Development Group, Inc. at (717) 649-6273.

A total of ten new two story, three bedroom homes will be con-

structed at three locations within ihe city and will be offered to quali-
fying first time homebuyers. The housing package includes complet-
ed house on landscaped lot with all city utilities.

e

R
e ar e S




Micro-enterprise program helps spark

i

the business of business in Lock Haven

By JIM RUNKLE
Express Staff Writer

LOCK HAVEN — Innovative
businesses like “Daggers and Drag-
ons,” which recently opened in Lock
Haven, are being given a chance at
birth or growth, thanks to a develop-
ment program fostered by the City
of Lock Haven.

The Lock Haven “Micro-Enter-
prise” loan and granl program has
funds available for start-up business-
es and existing small businesses in
the City of Lock Haven. The pro-
gram, created to spark business de-
velopment and expansion with in in-
centves for locating in the city, has
already provided four grants or loans
since its beginning last year.

To qualify for the program, the
applicant must have no-more than
five employees and the firm must be
owned by a person meeting the in-
come guidelines established by the
Department of Housing and Urban
Development.

The maximum household income
for a family of four is $28,150.

A qualified business may be eli-
gible to receive a2 maximum grant or
“forgiveness loan" of 36,000, The
amount is forgiven at a rate of 20

SHOP

Continued from p. 1 :
to a catalogue center, with thou-|:

Gargoyles, for the uninitiated
and those who don't watch Disney
films, are wild-looking creatures
who adorn many churches and
buildings in medieval times. Func-

tionally, their gaping mouths and

long tongues served as waterspouts.
They also served as an emotional
sentinel or protector, of sorts, for the
Property owners.

Dawes said his is the only store

of its kind in the area, and he points

sands of items to choose from. He
also emphasizes he will not sell any
bladed items to anyone under the
age of 18.

The shop was created in part with
the assistance of the City of Lock
Haven's micro-enterprise program.

The store is open Tuesday,
Wednesday and Thursday, 1 to 7
p.m.; Friday, 1 to 9 p.m. and Satus-

day, iCam. to 9 p.m.

percent per year over a five year pe-
riod. The applicant can alse get a
54,000 loan at no interest, to be re-
paid over five years.

Each appiicant must provide a
minimum of five percent cash con-
tribution or equity in the business.
All applications are reviewed and
approved by the Lock Haven Area
Enterprise Committee. :

The Lock Haven University
Small Business Development Center
has agreed to provide technical as-
sistance ta small business participat-
ing in the program. The Center can
offer help in accounting, loan pack-

aging, marketing, record Keeping,
advertising and business plan devel-
opment.

Funding for the program was
made possible through a $35,000
grant from Pennsylvania Power &

Light Company's “Community Part- :
nership Program,” and $50,000" ¢

from the city’s Community Devel-
opment Block Grant Program.

Anyone interested in learning
more about the Micro-Enterprise
Business Loan-Grant Program can
contact Leonora Hannagan, city
planner, at §93-3803.
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PENNSYLVANIA PUBLIC UTILITY COMMISSION
PO. BOX 3265, HARRISBURG, PA 17105-3265;

IN REPLY PLEASE
REFER TO OUR FILE

June 29, 1998

R4?’75§’5</ N

=2
The Honorable Joseph Battisto it Z
House of Representatives "':fj.\ 5 ’ 5
House Post Office - Main Capitol /,(\2) o,
Harrisburg, PA ”3_,_(5} l?
f_'k‘—-";\- ’!f-

Dear Representative Battisto: %O =

£ 2 <

7

Thank you for your June 16, 1998 letter to Chairman John Quain of the(';’a
Public Utility Commission regarding the Commission’s recent decision in the
matter of PP&L’s final restructuring plan under the Electricity Generation
Customer Choice and Competition Act.

Please know that the Commission’s decision of June 4, 1998, is final, and
that PP&L is now free to decide whether it will appeal the Commission’s final
order. Please know that the Commission made its decision according tc evidence
which was placed on the record by PP&L and other parties during the litigation
phase of its restructuring case. Also, the Commission is not bound to accept the
recommendation of the Administrative Law Judge who presided over the case.
The Commission has full authority to either approve, reject, or modify the decision
of the Administrative Law Judge based on the Commission’s review of the
evidence on the record.

I am sorry | cannot give you a more favorable response to this matter, but
we do greatly appreciate having the benefit of your thinking on this issue. Please
know | have taken the liberty of forwarding your letter to the Secretary of the
Commission for inclusion into the official file of this proceeding.

cc: Chairman Quain
Secretary McNult



JOSEPH W. BATTISTO, MEMBER

POCOND AMBULANCE BUILDING
P.O. BOX #170
TANNERSVILLE, PENNSYLVANIA 18372:0170
PHONE: (717) 629-5322
FAX: {717) 620-9091

C
K COMMITTEES

TRANSPORTATION, DEMOCRATIC CHAIRMAN

STATE TRANSPORTATION COMMISSION
RAIL FREIGHT ADVISORY COMMITTEE
RAILROAD SYSTEM CHANGES

TASK FORCE

MAIN CAPITOL BUILDING
HOUSE BOX 202020
HARRISBURG, PENNSYLVANIA 17120-2020

PHONE: (717) 783-9077 %HHEB Uf %BprBﬁentaﬁUEﬁ

FAX: {717) 787-7588

COMMONWEALTH OF PENNSYLVANIA
HARRISBURG

i Tl
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June 16, 1998
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Harrisburg PA 17105-3265

John M. Quain, Chairman 5 e

Pennsylvania Public Utility Commission i T e

118 North Office Building = - e
Ve

Dear Mr. Quain:

This correspondence is directed to your good office as a formal request for reconsideration of a
ruling that the Commission rendered May 14, 1998, relative o the filing of the Pennsylvania
Power and Light with respect to their stranded cos!t recovery and associaled transitional
surcharge. The May 4ih motion, as approved by the Commission, contradicted the previous
recommendation of the administrative law judge, and it could have an adverse effect on the way
PP&L is able to operate in my legislative district.

As such, I write to you as a means to seek reconsideration from the Commission to amend the
May 14th motion to include the deferential stranded costs onutted from the prior ruling. In
reviewing the substantive filing of the utility, | took note that Pennsylvania Power and Light
absorbed approximately one/ninth of the allocated stranded costs before taking formal action to
seeck recovery.

Moreover, the basis of these stranded costs, as deemed through the legislative intent of Act 138
of 1996, known as the Electricity Generation Choice for Customers of Electric Cooperatives Act,
provides for recovery of the utility stranded costs as part of the transition (o the compeltitive
market and specified those costs that properly could be recovered. 1 realize that in your capacity
as Chairman of the Commission, you are already aware of these dynamics; however, | feel that
the Commission has failed to properly account for the utility’s previous efforts, prior to our
enactment of the law, to reduce or moderate customer rate levels while continuing to provide
effictent and safe operation to their respective customers.
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John M. Quain, Chairman
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To my knowledge, Pennsylvania Power and Light remains one of the few, if not only, electric
utilities in the Commonwealth to hold fast on their customer rates. In real dollars this equates to
customer rates which are comparable to those paid in 1986. Should you factor in elements such
as inflation or increases in costs related to operations, then the utility’s actual price savings to
the consumer would be a savings of approximately 40%.

The real impact, were this ruling to remain in place, would be on the people of the
Commonwealth served by Pennsyivania Power and Light. The very people that you propose to
render your ruling in favor of would ultimately be the unwitting recipients of the cause and effect
of this ruling by limiting the real dollars that the utility would have for contributions to
community and economic development.

Therefore, | would respectfully request that the Public Utility Commission reconsider its
previous ruling and amend that decision to include the 1.136 billion omitted from the
restructuring motion . As you probably know, House Resolution 493 has been introduced
requesting the PUC to reconsider its decision with respect to PP&L’s stranded costs; and 1 felt
compelled to cosponsor HR493.

[n conclusion, allow me to thank you for taking the time to consider this request. Should you
have any concerns which you wish to discuss with me regarding this correspondence, pleasc do
not hesitate to call upon me.

~Sincerely,
Lo 'S .
f P .
JOE_ B’ATTIéTO

JWB:bv
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In re: Application of Pennsylvania Power and Light Company for Approval of Restructuring
Plan Under Section 2806 of the Public Utility Code

Docket No. R-00973954

Dear Secretary McNulty:

Enclosed for filing on behalf of Anthracite Region Independent Power Producers
Association (“ARIPPA”), are an original and three (3) copies of ARIPPA’s Petition for
Reconsideration of the Commission's June 15, 1998 Order in the above referenced proceeding.
Copies have been served in accordance with the attached Certificate of Service.
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THOMAS, THOMAS, ARMSTRONG & NIESEN
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Before the
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Pennsylvania Power
& Light Company for Approval of : Docket No. R-00973954
Restructuring Plan ;

PETITION FOR
RECONSIDERATION
OF
ANTHRACITE REGION INDEPENDENT
POWER PRODUCERS ASSOCIATION

TO THE HONORABLE PENNSYLVANIA PUBLIC UTILITY COMMISSION

NOW COMES, the Anthracite Region Independent Power Producers
Association (“ARIPPA") by its attorneys, pursuant to 52 Pa. Code §5.572, and
requests reconsideration of the Opinion and Order of the Pennsylvania Public Utility
Commission (“Commission”) entered June 15, 1998 (“Restructuring Order’), in the
above-captioned proceeding. In support thereof, ARIPPA respectfully represents
as follows:

. INTRODUCTION

1. This proceeding began on April 1, 1997, when Pennsylvania Power &
Light Company (“PP&L"), pursuant to the Electric Generation Customer Choice and
Competition Act, 66 Pa. C.S.§§2801-2812 (“Competition Act”) filed its Application
for Approval of Restructuring Plan proposing to implement direct access to

competitive electric generators.



2. On June 15, 1998, the Commission entered its final Opinion and Order
in the proceeding, concluding, inter alia, that PP&L was entitled to recover through
a fixed CTC approximately $2.8 billion in stranded costs, approximately $635 miltion
of which are related to stranded non-utility generation costs.

3. ARIPPA is a trade association comprising eleven (11) operating non-
utility generation ("NUG”) power plants across Pennsylvania, all of which use waste
coal as a source of fuel. Five of ARIPPA’s members sell power to PP&L under long-
term contracts approved by the Commission in 1986. ARIPPA and two of its
members, Schuylkill Energy Resources, Inc. (“Schuylkill Energy”) and Gilberton
Power Company (“Gilberton Power”), intervened and actively participated in this
proceeding. In aggregate, ARIPPA’'s members have invested over $2 billion in
Pennsylvania over the last ten years in the development of NUGs and has
contributed significantly to the economic and overall general well-being of the
Commonweaith.

4, In this proceeding, ARIPPA is concerned specifically with the
mechanism pursuant to which the Commission has authorized PP&L to continue to
recover the cost of NUG power purchases.

5. ARIPPA strongly supports the need for a true-up mechanism for
payments made under contracts with NUGs. As argued by ARIPPA, absent a true-
up for NUG-related stranded costs, PP&L would have a significant economic
incentive to curtail or eliminate purchases from NUGs through inappropriate means.
Such activity would allow PP&L to recover from ratepayers but retain for its
shareholders those payments that were included in the valuation of the CTC to

2.



capture the estimated future cost of NUG power purchases. See, ARIPPA February

10, 1998 letter/brief. Schuylkill Energy and Gilberton Power similarly described for

the Commission the need for a true-up of NUG stranded costs.

Energy/Gilberton Power Main Brief (“M.B.”) at 27-28; Schuytkill Energy/Gilberton

Power Reply Brief (R.B. at 2-7).

6.

In its Restructuring Order, the Commission aptly summarized

ARIPPA's and the NUGs' position as follows:

The Anthracite Region Independent Power Producers
Association (“ARIPPA"), Gilberton Power Company, and
Schuylkili Energy Resources argue that the
determination of recoverable NUG contracts costs as
stranded costs in this proceeding provides an economic
incentive for PP&L to engage in “contractual
gamesmanship.” In Exceptions, ARIPPA notes that the
Recommended Decision ignored the testimony arguing
that PP&L will receive stranded costs related to the
NUG contracts regardless of the actual power
purchased. ARIPPA indicates that the NUGs only get
paid based on actual power generated and delivered to
PP&L, providing PP&L with an incentive to undermine
the contracts or minimize delivered amounts, thereby
permitting PP&L to retain the stranded cost without
incurring the associated expense.

Restructuring Order at 75.

7.

Despite this recitation, the Commission failed in its Restructuring Order

to address the specifics of this issue, concluding solely as follows:

Thus, in sum, we find that PP&L. has documented
$2.864 billion in total stranded costs that actually exist.
We find that it is just and reasonable for PP&L to
recover 100% of these costs over the transition period
as calculated and discussed in the next section.

Restructuring Order at 75.

Schuylkill



8.

H. LEGAL STANDARD

In the case of Duick v. Pennsylvania Gas and Water Company, 56 Pa.

PUC 553 (1982) (“Duick”), the Commission enumerated the standards that must be

met,

and which the Commission has consistently applied,

in order for

reconsideration to be granted. In Duick, the Commission stated as follows:

Duick at 559.

9.

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. In this
regard, we agree with the Court in the Pennsylvania
Railroad Company case, wherein it was said that
“[plarties . . . cannot be permitted by a second motion to
review and reconsider, to raise the same questions
which were specifically considered and decided against
them. . ." What we expect to see raised in such
petitions are new and novel arguments, not previously
heard, or considered which appear to have been
overlooked or not addressed by the Commission.

Additionally, a Petition for Reconsideration is properly
before the Commission where it pleads newly
discovered evidence, alleges errors of law, or a change
in circumstances.

As argued more fully below, ARIPPA respectiully submits that this

Petition satisfies the Commission’s criteria for reconsideration.

Although the

Commission summarized ARIPPA’s concerns in the proceeding, the Commission

failed to address those concerns as they related to the Commission's CTC

determination; the Commission's CTC determination as it relates to collection of

NUG-retated stranded costs is contrary to and preempted by federal law; and, as

demonstrated by evidence adduced after the close of the record in this proceeding,
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the Commission's CTC determination, if not subject to reconciliation, will allow PP&L
to overrecover NUG costs, to the benefit of PP&L’s shareholders and the detriment
of PP&L’s ratepayers and operating NUG projects.

M. ARGUMENT

A. The Commission Failed to Address ARIPPA's and the NUGS' Issues.

10.  Although the Commission acknowledged ARIPPA’s concerns that
failure to provide some form of reconciliation of NUG costs to NUG stranded cost
recoveries would provide PP&L economic incentives to disrupt its NUG contracts for
its own pecuniary gain, the Commission failed to substantively address those
concerns when it concluded that a static CTC determination of roughly $635 million
is appropriate for PP&L’'s NUG-related stranded costs.

11.  ARIPPA’s concerns are neither hypothetical nor theoretical. They are,
in fact, very real. As this Commission is aware, the ink was not even dry on PECO
Energy Company’s (‘PECQ") Restructuring Order’ when PECO, using as

ammunition this Commission’s Order, illegally repudiated a contract it had with an

operating NUG project. See, Grays Ferry Cogeneration Partnership, et al. v. PECO

Energy Company, et al., Civil Action No. 98-CV-1243 (E.D. Pa.), in which the

Commission was a named defendant. Although the federal action was dismissed

on jurisdictional grounds, the Grays Ferry project has since fited a complaint in state

court. See, Grays Ferry Cogeneration Partnership, et al. v. PECO Energy

'Application of PECO Energy Company for Approval of its Restructuring Plan Under
Section 2806 of the Public Utility Code and Joint Petition for Partial Settlement, Docket Nos.

R-00973953 et al., Opinion and Order entered December 23, 1997 ("PECO Order”).

-5-



Company, et al. Court of Common Pleas, Philadeiphia County (No. 544 April Term
1998) (“Grays Ferry State Action”). Although only recently filed, the presiding judge
in the Grays Ferry State Action has already entered three preliminary orders in the
proceeding in which she, inter alia, granted Grays Ferry's request for a preliminary
mjunction; enjoined PECO from terminating its Grays Ferry Power Purchase
Agreement (“PPA”"); obligated PECO to abide by all terms and conditions of the
PPA, including the obligation to pay for energy and capacity at contract rates;
required PECO to fite a bond or other security in the amount of $50,000.00; and,
held PECO in civil contempt of a prior order, compelling PECO to pay all sums
required under the PPAs within 24 hours or be subject to a coercive sanction.
Finally, finding PECO guilty of “contumacious conduct,” the Judge held PECO liable
for all Grays Ferry's reasonable attorney’s fees and costs related to the Petition.?

12.  ARIPPA does not intend to impugn PP&L by association with PECQO’s
repugnant behavior. The fact remains, however, that from their inception, utilities
were uneasy and reluctant partners with NUG projects. As a result of actions taken
two decades ago by state and federal legislatures and regulatory bodies to
encourage independent power production and competitive electric generation and
to ease the country’s dependence on foreign energy supplies, utilities were dragged
to the NUG negotiating tables kicking and screaming. Although quieted by the
dollar-for-dollar recovery of NUG costs afforded under the ECR recovery

mechanism, the disinclination of utilities to honor the integrity of NUG projects and

2See, Orders of Judge Pamela P. Dembe, dated May 6, 1998, and May 20, 1998,
in the Grays Ferry State Action, attached hereto as Appendix A.
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their contracts apparently has never subsided. In the newly restructured competitive
environment, PECQ has confirmed the worst fear of every operating NUG. Given
the slightest pretense of opportunity to abandon NUG projects, the utilities will
choose to repudiate their obligations now and face the consequences later only if
successfully challenged. In the interim, however, NUGs such as Grays Ferry and
potentially Schuylkill Energy and Gilberton Power face lost revenue streams, lost
time and resources as a result of unnecessary litigation and, in short, a serious
threat to the continued viability of their projects.®

13.  The costs to PP&L for NUG power purchases vary intensely and, thus,
-are not conducive to recovery through a fixed CTC that is not subject to periodic
review and reconciliation. The level of payments made to NUGs depends on the
NUGs’ generating performance. NUG-related stranded costs will vary depending
on NUG mWh generation and price, mWh sales and the market value of the NUG
output at the time in which the power is delivered. Actual payments cannot be
known until incurred and estimates can only be characterized as inaccurate proxies.
Without the guaranteed recover of actual costs, the estimates adopted by the
Commission will provide PP&L the economic incentive and means to “game” the

projects, affording the NUGs no real recourse except costly litigation.

*In addition to the example of PECO’s attempt to profit from electric restructuring at
Grays Ferry's expense, ARIPPA refers the Commission’s attention to a FERC action
brought by PP&L against Schuylkill Energy, the net effect of which will be to enrich PP&L’s
shareholders, at the expense of the Schuylkill Energy NUG project and PP&L's ratepayers.
See, Section Il C, infra.
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14. NUG costs are further distinguished from other stranded costs in that
they represent a statutory and regulatory obligation to make future cash payments,
and do not involve the valuation and recovery of previously incurred, company-made
investments and costs over which the utility exercises control. Again, these points
of distinction together with the latitude afforded the Commission under the
Competition Act vis-a-vis the recovery of NUG-related stranded costs further support
according them a true-up mechanism within the CTC.

15.  Given their unique status among generation-related stranded costs
and the sizeable opportunity for their fluctuation in magnitude, recovery of NUG-
related stranded costs through a fixed and non-reconcilabie CTC is particuiarly
inadequate and inappropriate. Aftributing an inflexible value to NUG stranded costs
will only provide PP&L a financial bogey, the achievement of any amount below
which will result in unadulterated shareholder profit. Without the accountability that
comes with reconciling estimates with actual costs incurred, PP&L will be free to
pursue mitigation, perhaps abusively, with no corresponding obligation to pass the
savings through to ratepayers. PP&L will be free to retain all financial rewards of
mitigation, reconstruction or out-right repudiation.

16.  As afurther example, a non-reconcilable CTC with an end-date that
precedes the expiration date of PP&L's NUG contracts also provides a strong
economic incentive for PP&L to seek to terminate its NUG contracts at the expiration
of the CTC, most particularly if it has under collected NUG costs. This perverse
incentive is easily avoided by approval of a reconcilable component to the CTC for
recovery of NUG-related stranded costs.
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17.  Notwithstanding the very real creation of substantial and serious
economic incentives for PP&L to disrupt its NUG contracts if the Commission fails
to hold PP&L accountable to NUG projects and ratepayers for actual incurred NUG
costs, the Commission failed to address the need for a reconciliation mechanism for
NUG-related stranded costs short of summarizing ARIPPA's and the NUGs' position
on the matter.

18.  ARIPPA respectfully submits thai Commission reconsideration of its
Restructuring Order is appropriate on the grounds that the Commission has failed
to address the negative financial impact, on NUGs and ratepayers, of its CTC
determination as it pertains to NUG-related stranded costs.

B. The Commission’s Action is Inconsistent With Federal and State L aw Which

Requires the Commission To Afford Dollar-for-Dollar Recovery of Purchase
Power Costs to Non-utility Generators.

19.  ARIPPA aiso submits that the Commission has failed to fully consider
the impact of the Public Utility Regulatory Policies Act of 1978 (“PURPA”) in its
determination and calculation of an inflexible and non-reconcilable CTC for recovery
of NUG-related stranded costs.

20.  Under PURPA and related state and federal precedent, the
Commission must atlow PP&L dollar-for-dollar recovery of the expenses it incurs in
connection with its NUG PPAs.

21.  Operating NUG PPAs were expressly conditioned on the prior
approval of the Commission providing dollar-for-dollar recovery of NUG purchased
power costs through the ECR mechanism. Since their inception, these contracts
have been a revenue neutral generation source, with PP&L neither profiting from nor
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losing money on them. A non-reconcilable CTC for NUG stranded costs runs afoul
of Section 210(e) of PURPA (16 U.S.C. §824a-3), however, because recovery of
NUG costs is governed by the unalterable terms and conditions of the Commission
orders approving the NUG contracts. The Commission is precluded from modifying
contractual provisions affording utilities the full, complete and timely recovery of
NUG payments approved in these contracts. A non-reconcilable CTC has the same
effect as altering the NUG contracts’ payment terms, and therefore must fail under

federal law. See, Freehold Cogeneration Associates, L.P. v. Board of Regulatory

Commissioners of New Jersey, 44 F.3d 1178 (3d Cir. 1995), cert. denied sub nom.

Jersey Central Power & Light Company v. Freehold Cogeneration Associates, L.P.,
116 S. Ct. 68 (1995) ("Freehold").

22.  Moreover, without fail, the Commission has steadfastly recognized the

right of the utility to fully and timely recover all NUG costs. See, e.d., Re

Pennsylvania Electric Co. (Scrubgrass), Docket No. P-870248, 1988 Pa. PUC Lexis
327 (January 21, 1988) (“Given the fact that a utility is obligated by law to enter into
a long-term agreement with a QF at rates based on its avoided cost projections then
in effect, the utility has a corresponding right to colfect the costs paid to the QF
under the agreement from its ratepayers. To hold otherwise could, in our view,
frustrate the intent of Congress as expressed by the enactment of PURPA 210{.]
Therefore, any future decision by this Commission to disallow rate recovery of
amounts previously approved could result in a challenge on the basis of the doctrine
of federal preemption as violative of the Supremacy Clause of the United States
Constitution. . . . If this Commission would, in the future, attempt to deprive a QF of
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the revenue stream to which it was entitled, or would attempt to deprive the utility
of its corresponding entitlement to rate recovery of this stream of revenues under
color of state law, in our opinion this attempt would be subject to a substantial

federal preemption challenge.”). See also, West Penn Power Company v.

Pennsylvania Public Utility Commission, 659 A.2d 1055 (Pa. Cmwilth. 1995) (*West

Penn") (The Commission is preempted from reconsidering its prior orders approving
NUG contracts or the rates under those agreements.) Thus the Commission’s own
prior interpretations of the impact of PURPA on these contracts and the Federal
law's interplay with state action, support the conciusion that the Commission’s
adoption of a static and non-reconcilable CTC for the recovery of operating NUG
power purchase costs violates PURPA.

23.  An opportunity to recover an estimate of costs is not equivalent to the
right to colfect those costs. By failing to ensure full cost recovery of future NUG
payments, a failure which is guaranteed by locking in the value of NUG-related
stranded costs in a one time only calculation and disallowing reconciliation, the
Commission is denying the Companies full recovery of NUG-related stranded costs.
In failing to provide a CTC that ensures full stranded NUG-cost recovery, the
Commission has impermissibly reopened and revised orders, final long ago, which
granted the Companies full passthrough of NUG payments. Although the
Commission is not bound to the ECR mechanism, it is bound to a mechanism that

ensures the full, complete and timely recovery of such costs.* Further, a non-

‘Accord, In the Matter of the Petition of Atlantic City Electric Company for a Final
(continued...)
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reconcilable CTC does not comport with the mandate in the Competition Act that the
Commission shall aliow the recovery of stranded NUG-costs. See, 66 Pa.C.S.
§2808(c)(1).

24.  Unlike other generation-related stranded costs, NUG costs and their
level and manner of recovery are the subject of prior final, non-appealable
Commission orders. The time for challenge to these orders has long passed, and
they are not subject to collateral attack in these proceedings.

25.  Moreover, it would be violative of the state and federal constitutional
provisions prohibiting the impairment of contracts for the Commission to revise the
cost recovery mechanism in such a way as to limit the parties’ rights to full, dollar-
for-dollar recovery of NUG costs.

26. As stated above, NUG-related stranded costs are clearly most ill-suited
to a market analysis and projection approach that is appropriate for the calculation
and inclusion of other generation related stranded costs in a “once and done” CTC.
Calculation now of any future NUG purchased power cost is speculation at best.
Therefore, absent some reconsideration of the NUG CTC component to account for

actual, as opposed to projected, NUG costs will equate to a denial of some costs.

%(...continued)

increase in its Energy Adjustment Charge, 1998 WL 210756 (N.J. Super. A.D.), May 1,
1998 (holding that once a state utility commission approved a NUG contract with costs
consistent with avoided costs, any action by the commission to reconsider approval of the
contracts or deny the passthrough of these costs was preempted by PURPA; the Court
adopted the Third Circuit’s judgment in Freehold that "any attempt to revisit a previously
approved NUG contract as a result of changed circumstances deprived the NUG of the
‘benefits of the bargain.™). Nothing justifies the Commission’s modification of the NUG cost
recovery mechanism in a manner which substantially alters the qualily and character of the
previously approved mechanism so as to deprive the utility of full recovery.
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27.  In addition to having previously recognized the existence and impact
of PURPA and Freehoid in prior NUG pronouncements (see Scrubgrass and West

Penn Power, supra), the Commission, in interpreting the terms of the Competition

Act as that Act relates to the recovery of stranded NUG costs, stated “that utilities
still have the right to recover NUG-related costs. . . . the law is quite clear on the
utilities’ ability to recover such costs; however, the mechanism by which these costs

will be recovered is within the discretion of this Commission.” Re: Utility Recovery

of the NUG Related Expenses Under the Electricity Generation Customer Choice

and Competition Act, Docket No. M-00970939, Slip Op. at 3 (Order entered July 18,
1997) thus, the Commission cannot evade its clear duty under the law by using
assumptions and projections in lieu of actual data in authorizing a static, non-

reconcilable CTC.

C. A Change in PP&L’s Circumstances Has Resulted in PP&L Overrecovering
NUG-related Stranded Costs, to the Exclusive Benefit of PP&L's

Shareholiders. If the Commission Does Not Reconsider its Determination and
Allow for the Reconciliation of NUG Costs within the CTC.

28.  Further evidence of the need for a reconcilable component of the CTC
for the recovery of NUG-related stranded costs is provided by a recent action
undertaken by PP&L against its NUG contract with Schuylkill Energy at the Federal
Energy Regulatory Commission ("FERC").

29. OnMay 19, 1998, FERC issued an order in the case of Pennsylvania
Power & Light Company v. Schuylkill Energy Resources, Inc., Docket Nos. EL96-65-
000 and QF85-720-004, in which the FERC granted PP&L’s motion for revocation

of Schuylkill Energy's certification as a qualifying cogeneration facitity. The FERC
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Order is attached hereto as Appendix B. This order was precipitated by PP&L’s
request to FERC to revoke Schuylkill Energy’s certification of its topping-cycle
cogeneration facility as a qualifying facility ("QF”} under PURPA for allegedly failing
to meet the operating standard for cogeneration QF s during the period 1990 - 1995,

30.  Under Schuykill Energy's contract, the NUG is entitled to a higher rate
when operating as a cogeneration facility as opposed to a small power producer.
If successful in its challenge to Schuylkill Energy’s status under PURPA, PP&L could
significantly reduce its cost obligations to that NUG. Indeed, as attested to in an
affidavit of Schuylkill Energy’s Chief Financia! Officer attached to a Request for
Rehearing and Motion for Stay filed with FERC on June 18, 1998 on behalf of
Schuylkill Energy, on May 29, 1998 (a mere ten days after the FERC issued its
order) PP&L reduced the level of payments made to Schuylkill Energy for electricity
delivered to PP&L during the previous month by nearly one million dollars. PP&L
reduced this monthly payment in direct contravention of FERC’s statement in the
order that the determination was without prejudice to Schuylkill Energy’'s
cogeneration QF status for calendar year 1996 and forward. FERC Order at 1,
note 1.

31.  Moreover, as further averred in the Request for Rehearing, Schuylkill
Energy anticipates that PP&L will seek to obtain a refund for the alleged
overpayments for Schuylkill Energy’s electricity from 1990 - 1995 that could amount
to more than $52 millien.

32.  Absent areconcilable component to the CTC for PP&L's recovery of
NUG-related stranded costs, PP&L'’s ratepayers would continue to pay PP&L a CTC
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computed using Schuylkill Energy’s higher cogeneration rates (as opposed to the
lower small power producer rates retroactively determined for the five year period
in question but not implemented or adjusted unti.I after the Commission’s calculation
of PP&L’'s CTC), while PP&L is at the same time pocketing the difference. The
value of this one adjustment, to this one NUG contract, is potentially a refund of $52
million plus $1 million per month on a going forward basis. Yet, ratepayers will not
see one penny credited to them, and NUGs will assuredly see further actions
against them.

33. In addition to the financial impact of this one decision, which wiil be
enjoyed solely by PP&L’'s shareholders, to the detriment of the utility’s ratepayers
and Schuylkill Energy, PP&L’s very pursuit of the action further evidences the
economic incentives and creative maneuvering PP&L has at its disposal with the
objective of evading and avoiding its obligations under its NUG contracts.

V. CONCLUSION

34. ARIPPA submits that it has met the criteria established by the
Commission to grant reconsideration of its PP&L Restructuring Order.

35. Although cognizant of ARIPPA’s concerns for “contractual
gamesmanship” and financial misdeeds should the Commission in any way disrupt
the full, complete and timely recovery of NUG-related stranded costs, the
Commission nonetheless failed to address these concerns in a substantive manner.

36.  Further, although cognizant of the preemptive standards clearly set out

under PURPA and applicable case law, the Commission nevertheless failed to fully
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consider the impact under PURPA of its static, non-reconcilable CTC determination
for NUG-related stranded costs.

37. Finally, since the close of the record in the PP&L case and even as
recent as the Commission’s entry of its Restructuring Order in this proceeding, fires
adverse to the NUG industry continue to ignite, always at the instigation of the
utilities with whom the NUGs have otherwise iron-clad contracts.

38. The Commission now has notice of two instances in which a utility has
sought to invalidate or otherwise impair its NUG contracts. In Grays Ferry, PECO
argued the Commission’s restructuring order precluded it from fully recovering its
NUG costs and, with that excuse, illegally attempted to invaiidate its contractual
commitments. Although the NUG has successfully obtained a preliminary injunction
and an order compelling complete compliance with the NUG contract, including its
paymént terms and conditions, it was not obtained without significant cost to the
NUG, and the battle is far from over. In the PP&L/Schuylkill Energy case, the utiliiy
has already taken steps to undermine its contractual commitments, with the resuit
that it stands in prime position to retain the resuliting "avoided” payments as a pure
windfall profit to its shareholders.

39. For each of these reasons, ARIPPA respectfully requests the
Commission to reconsider its determination of PP&L’'s NUG-related stranded cost
recovery mechanism to allow for a reconcilable component to the CTC that would
continue to provide full, complete and timely recovery of aff actual and incurred NUG

costs for existing plants.

-16-



40.  Specifically, in order to assure dollar-for-dollar recovery mandated by
PURPA and maintain the integrity of these contracts as decreed in Ereehold,
ARIPPA proposes that the NUG costs be treated separately from other stranded
costs and amounts and be recovered under a separate non-bypassable charge over
the life of the projects. 66 Pa.C.S. §2804(4)iii)(B). In order to assure dollar-for-
dollar recovery, ARIPPA proposes that a surcharge be designed reflecting the
monthly purchase power expense and a true up for existing plants. For example,
if in any month revenues exceed the project purchase price, the recovery
mechanism would provide a credit to customers’ bills. The surcharge avoids the
need to administratively determine a value for electricity 30 years into the future and
synchronizes the value of the capacity and kilowatt hours delivered with the amount
of capacity and kilowatt hours delivered. A mechanism of this type complies fully
with PURPA and related precedent and is entirely consonant with the spirit and letter

of the Competition Act.

47-



WHEREFORE, for all of the foregeoing reasons, the Anthracite Region
Independent Power Producers Association respectfully urges the Commission to
reconsider its determination of PP&L’s CTC as it pertains to the recovery of NUG-
refated stranded costs, and allow for a reconcilable component to the CTC to
account fully for PP&L’s incurrence of these costs.

Respectfully submitted,
THOMAS, THOMAS, ARMSTRONG & NIESEN

By 7 e //;é.

Patricia Armstrong /
Thomas T. Niesen
Regina L. Matz

Attorneys for
Anthracite Region Independent Power Producers Association

THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Street

P. O. Box 9500

Harrisburg, PA 17108-9500

(717) 255-7600

DATED: June 30, 1998
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| BY:LCLS W FRYMaN, AARNZTT SATINIKY, RONALD 7, SLaFTeR.
| CAVID 3. SNYDIR WTLLLAM K. STASSEV _
.' PENTTICATION NOS. 03914 15787, 136821, 51277, 74228 ATTORNEYS FOR PLAINTICES
2000 MARYET STREST. TENTH FLCOR
PHTLADEL PHIA, PA 15103-3291
: (215)299.2500
®| GRAYS FERRY COGENEZERATION PARTNERSHIP. COURT OF COMMON
i PLEAS
i .
I TRIGEN-SCHUYLXIL! COGENEXATION, INC,, | : PHILADEL PHIA COUNTY
i NRGC (SCHLYLKILL} COGENERATION. INC. :
| amd TRIGEN-PHILADELPHIA ENERGY : APRIL TERM. 1998
‘f CORPORATION. :
! 2laing s : NO, 522
| .

| PSCO ENZRCY COMPANY,
@, ADWIN (SCHUYLXILL) COGENIRATION, INC. =4

THE PENNSYLVANIA PUBLIC UTIITY

COMMISSION,
Cafendants

QRDER

AND NOW, this C day of dav, 1598, upen ¢ansidemation of Plaintiffs’
Paiiied for Frelimimary [sfcdon ard The responses thereto, (ollowiny hzarizg and rc=pt and




consideration of post-hearing baels, i is bereby ORDERED that the ¥otioa ts CRANTED as to

Counts [ and II of the Axmended Va=Z=Z Complaint Tt is further ORDERZD that:

L. PECO is cnioined frem t=mirating the Power Purchasc Agresments (the "PPAsS™)

matered into by PECO 11d Grays Farmy Cogeneracon Pann=riktip;

2. PECO shal! cendnns 1= ax(de by 2!l ierms and conditions of the PPAs, iacludicg,
without limitaticq, the obligaton (o pav for clecmc erargy and capacity af the rates set forth In
the PPAs and odherwdse specifically ' perform the PPAs; and

3 Tais Injusctizn shali txkz =ffoct immediataly, aovids=d, howevsr, that Plainufis

snall fie with ths Protteroiary theilr coad or other securicy in 112 amouatof § 20, o7 .

3Y TEE COURT:

" i
o
/ N 17//7?}/"{—/

PAMEZLA P DEMBEZ, /.




FOX, ROTHSCHILD, O’'BRIEN & FRANKEL, LLP
BY: LOUIS W. FRYMAN, BARNETT SATINSKY, RONALD J. SHAFFER,
DAVID B. SNYDER, WILLLAM H, STASSEN
IDENTIFICATION NOS. 03916, 15767, 33621, §3277, 78225 ATTORNEY'S FOR PLAINTIFFS
2000 MARKET STREET, TEWNTH FLOOR .
PHILADELFPHIA, PA 19]03-3291
(215) 299-2000

GRAYS FERRY COGENERATION PARTNERSHIP, : COURT OF COMMON PLEAS

TRIGEN-SCHUYLKILL COGENERATION, INC.. : PHILADELPHIA COUNTY
NRGG (SCHUYLKILL) COGENERATION, INC. :
and TRIGEN-PHILADEILPHIA ENERGY : APRIL TERM, 1998
CORPORATION, :
Plaintiffs : NOQ. 544
V.
PECQO ENERGY COMPANY,

ADWIN (SCHUYLKILL}) COGENERATION, INC. and
THE PENNSYLVANIA PUBLIC UTILITY

COMMISSION,
Defendants

QRDER

AND NOW, this f day of %g 1998, upon consideration of defendant PECO Encrgy
Company's ("PECQO™) preliminary objectitré to the amended complaint challenging, inter alia.: 1)
plaintiffs' discontinuance pursuant 10 Pa.R.Civ.P. 229(b) of the action against the Pennsylvania Publie

Utility Commission (Section “A" of PECO's preliminary objections); and 2) the Court’s junisdiction




pursuant to Pa.R.Civ.P. 1028(2)(1) and (5) (Section “B™ of PECO's preliminary objections), and afler
arguments of counsel at the preliminary injunction hearing held on April 21, 22 and 23, 1998, and
consideration of the parties’ briefs an the issucs, it is hereby ORDERED and DECREED that the above
preliminary objections are hereby DISMISSED. IT IS FURTHER ORDERED that the discontinuance
as to lhc.PennsyWania Public Utility Commission shall be without prejudice. The remaining

bféliminary objections alleged by PECO shall be considered in due course.

BY THE coj ,
-

/

PAMELA PRYOR DEMBE, I.
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FOX, ROTHSCHILD, O’BRIEN & FRANKEL, LLP
BY: LOUIS W. FRYMAN, BARNETT SATINSKY. RONALD J. SHAFFER,
DAVID B. SNYDER, JAMES A, MATTHEWS, WILLIAM H. STASSEN
[IDENTIFICATION NOS, 03916, 15767, 33621, 53277, 34565, 78228 ATTORNEYS FOR PLAINTIFFS
2000 MARXET STREET, TENTH FLOCR
PHILADELPHIA PA 19]103-329]
(215) 299-2000

® :
GRAYS FERRY COGENERATION PARTNERSHIP, COURT OF COMMON PLEAS
TRIGEN-SCHUYLKILL COGENERATION, INC., : PHILADELPHIA COUNTY
NRGG (SCHUYLKILL) COGENERATION, INC.
and TRIGEN-PHILADELPHIA ENERGY ' : APRIL TERM, 1998
@ORPORATION, :

Plamunffs : NQO. 544
V-

@-CO ENERGY COMPANY,
\DWIN (SCHUYLKILL) COGENERATION, INC. and
"HE PENNSYLVANIA PUBLIC UTILITY
"OMMISSION,
Defendants

QRDER

AND NOW, this f.?-:') day of % . 1998, upon consideration of the Petition for
ivil Contenpt filed by the Plaintiffs, the Defedaft PECO Energy Company's response thereto and

‘lowing hearing, it is hereby



I ) .

ORDERED that the Petition is GRANTED and the Defendant PECO Energy Company is

ADJUDGED 1n civil contempt of this Court’s Order of May 6, 1998: and it is

FURTHER ORDERED that Defendant PECO Energy Company will comply immediately with
this Court's Order of May 6, 1998 by paying 1o the Plaintiff Grays Ferry, withis 24 hours, all sums due
and owing under the Power Purchase Agreements to date and thercafier paying all such sums as become

due and owing consistent with the terms of the Power Purchase Agreements; and it is

FURTHER ORDERED that, should thc payments required under the Power Purchase
Agreements not be made within 24 hours or should any payment which hereafter becomes due and
owing under the Power Purchase Agreements not be paid consistent with the terms of the Power
Purchase Agreements, the‘#Defenda.nt PECO Energy Company shall pay to Grays Ferry a coeraive

T 5,000, 00

sanction in the arnount cf S WSEAGHS "per day for each day, or portion thereof, that such amount remains

unpaid; and it 1s

FURTHER ORDERED that, as a sanction for its contumacious conduct to date, the Defendant

PECO Energy Company shal] reimbusse Plaintiffs for their rcasonable attorneys’ fees and costs incurred

on this Petition.

/,.,
¢

/ T

PAMELA P. DEMBE,. I.




FOX, ROTHSCHILD, O'BRIEN & FRANKEL,LLP
BY: LOUIS W, FRYMAN, BARNETT SATINSKY, RONALD J. SHAFFER,
DAVID B. SNYDER, WILLLIAM H. STASSEN
TDENTIFICATION NOS. 03916, 15767, 33621, 53277, 78228 ATTORNEYS FCR PLAINTIFFS
2000 MARKET STREET, TENTH FLOOR
PHILADELPHIA, PA 19103-3291
(215) 29%-2000

GRAYS FERRY COGENERATION PARTNERSHIP, : COURT OF COMMON PLEAS

TRIGEN-SCHUYLKILL COGENERATION, INC.. : PHILADELPHIA COUNTY
NRGG (SCHUYLKILL) COGENERATION, INC. :
and TRIGEN-PHILADELPEIA ENERGY : APRIL TERM, 1998
CORPORATION, :
Plaintiffs : NO, 544
Y.
PECO ENERGY COMPANY,

ADWIN (SCHUYLKILL) COGENERATION, INC. and
THE PENNSYLVANITA PUBLIC UTILITY
COMMISSION,

Defendants

ORDER

AND NOW, this Q@day of May, 1998, upon consideration of Defendant PECQ Encrgy
Cotmpany's Emergency Motion for Stay or Supersedeas of the Injunctive Relicf granted by this Court by

Order datcd May 6. 1998 and entered of record on May 8. 1998, and the response of Plainuffs, it hereby



ORDERED that the Motion is DENIED. PECO Energy Company shall immediately make all payments

for electncn:y and capacity currently due under the Power Purchase Agréement

Confe

PAMELA PRYOR DEMBE,
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commigeioners: James J. ltoecker, Chalrman;
Vicky A, Balley, Willllam I, Massey,
Linda Breathlee, and Curt Hébert, Jr,

pennsylvania Power & Light
Company

Docket Nos. E1.56-65-000

and QFBS5-720-004
Schuylkill Energy Resources,

)

}

1

V. ]

)

]

Inc. )

ORDER GRANTING MOTION FOR REVOCATION
OF CERTIFICATION AS A QUALIFYING COCEHERATION FACILITY

{Ieaued May 19, 1998)

In thia proceeding, Peunsylvanla Power & Light Company
{PPLL} requests that the Commimsion ravoke the certitication of a
topping-cycle cogeneration facility owned and operated by
Schuylkill Energy Resources, Inc. (Schuylklll Energy} aa a
qualifying facilicy (QF) under the Public Utllity Regulatory
Policlies hct of 1978 [(PURPAJ. PPLL contende that Schuylkill
Energy has falled to meet the Commission's requiremants for
certitication as a qualifying cogeneration facility: (1} by
failing to conform to material representations made to the
Commisaion upon which its certification le based; and (2} because
the facilicy nas never satlefled the Commisslen's regqulatliona
regarding ugefu) thermal output applicable to royeneration QFs.
Schuylkill Energy disputes PP&l.’a allegations,

Ag explained below, we find that Schuylkill Energy‘a
facilicy failed to meer the operacing standard for cogeneration
QFe during the calendar years 1990-1995, We will therefore
revoke Schuylkill Energy's cercification as a cegeneratlion QF for
thoee years. L/ PPulL does not dispute, however, that the

1/ Cur revocation of Schuylkill Energy's cogeneratlon QF status
iy based upon Lhe informatlon avallalLile ou thiv record tor
the calendar years 1990-1995. 7The detecrmination 1o tide
order 18 without prejudice to Schuylkill Energy's

cogeneratlon QF status for calendar year 1996 and
therealter,

On Occober 1, 1997, Schuylkill Enervgy ¢iled a notice of

self-cevtification for ite facllity purwoanc Lo 18 C.F.R.
fcontinued,, .}

-A=-7

Docker Mos, EL96-65-000 and QFBS5-720-0043

favillty vetulus status as a gualifying small power productlon
facilivy.

Backoreund

Schuylkil} Energy owng and operates an 80 MW topplng-cycle
cogeneration facllity In Shenandoah, Pennsylvania. The faciliry
provides electric power to PP&Y and steam to Reading Anthracite
Compuny (Readling) ., The tacillty was synchronized with PPLL'e
system ln December 1989 and has operated to date. The facillity
wag certified by the Commiesion aes a cogeneration QP by
detegation order lwwued Oclober 3, 1906 (October 1986 Order}. 2/

The facilivy conalpre of a circulating fluidized bed
comtmeLlon boller, an extraction/condeneing sream turblne
genervateor, ond reloted equipment, The prlmary cnergy oource for
the fucility {8 waute in the form of anthracito coal culm. 3/

Tho thermal enargy output of the tacllicy, proceoe steam, o uocd
by Reading ln a durylng operatlion to reduce the mojorure content
of anlhranlte wilt, 4/ Thwe anchivacite oilt procovsesd by koadlng

fu wuod, primavily an bollur Fuul, by ontitleov not affilliated
whtl Schuylkill Enaergy.

The Qctober 1986 Order cercvliylng Schuylklll Energy's
tacliity determined Lhat the reguirement Lor a udetul thermal

1/ [...continued)
§ 292.207¢al (1) (1il}. Schuylkil) Energy states that It
Ilntends to accommodate an addltional thermal energy
custoumer, Che New Tllapla Company (NTC). Schuylkill Energy
wLatea that It plans to sell proceww wteam Lo HTC Co neat
water to ralwe Tilapla, a warm water fiwvh. The Commieseion
does not revivw or approve notlces of self-certificaclon.
He note here only that Schuylklill Eneryy's proposed [ish
furming Lheymal use g subfect to the same standarde for

useful thermal ocutput we lhave applled previcusly and are
applyling In this case.

r¥ Sichuylkill Enerqgy Resources, Inc,, 37 FERC Y 62,005 (1986).

1/ Mthracite coal culm Is waste materlal lefr over from the
coal extractlon process that contalne dlascarded anthracite
cual mixed with rock and uither non-combusatible materialwe.

5/ anthivacite silt fo a waote product which remaines when

vettlement ponda aswocioted with coal eleaning proccuoce
f111 up with uvollidu.



hnocker Nos. EL96-65-000 and QFES-720.004 -3

output independent of the power production process 5/ would he
gatisried bhased on {nformation sulxnitted by Schuylkill Ennryy
Indicating the existence of a market for Readlng's procenncd
gnthracice sallt,  The arder noted thal the facility would meal
the vpecating ntandard far topping.cycle cogencratlon QFu 6/
provided Lhe steam waa used Lo dry aL least 210,000 tons aof
anthraclite sillt per year, based on a 92 percent plant
avallability. 1In 1987, Schuylkill Fnergy filed a notice of self-
certificatlon to reduce the requlred tonnage te 194,000, based on
an B% percent plant avallability, 3/

In 1992, Schuylkill Energy propesed to aonRtruck aml operate
wet ellt processing equipment and lnstall a catalyric dryer to
complement Reading's existing slit dryling eqguipmant. g/
Schuylkill Energy's application for recertifivation ap a tapping.
cycle cogeneration QF wae granted, flndlug, amonyg other chinge,
the allt drying to be *presumptively uaelul.= 9/

In 1994 and 1995, PPal sought from Schuylkill Energy
information concerning Schuylklll Energy’'a compliance with Lhelr
Power Purchase Agreement {(hAgreement) and the QF certi[lcatlon
raquirements. This led to 2 Pemneylvania state court proceeding

8/ The requirement that the thermal cutput of the plant have a
purpoae lndependent of gencrating electric power ta
dlscuased in more detall below,

6/ 18 C.F.R. § 292.205(a) (1} (1997} requirce that tha uselul
therma] output of the facliltty be no less than 5 percent of

the total energy output of the facility durlng each calendar
year,

2/ See Docket Na, OFRS-720-002 submitted February 10, 1987,

PPel, Motion, Exhibice K & M,

- The original drying equipment usnd steam 1o heat tluld
contained In heat exchangers, "The heat exchanqgers provided
heat Lo remove molature direcely ftrom che anthracite allg,
In contrast, the wet Bilt proceasing equipment upes Bteam Lo
heat mine-pool water, which ias mixed wlth anthracicte silc.
The resultlng elurry le paesed through a series of water
geparatlon devices, According to Schuylkill EBnergy, heating
the water f{or the wet sllt processing removes or eliminaces
the ash and impuritiee in the allt, thereby improving the
quality of the processed anthiracite olle.

a9/ Schuylkill Energy Resourceg, Inc., 61 FERC 1 62,074 {199%2)
{the October 1992 Order).

Nocket, Hoa, FL9G-65-000 and QFA5-720-004 -4

by PE&L agalnat Schuylkill Energy and Reading., M0/ 1In the state
court proceeding, Pkl asserted varlouwe claims and sought damages
pevtaluaing ro alleged overpaymente bagsed on the faclillty's
faflure 1o mainrain cogeneration QF statwaA., 11/ The court found
That eenr bonid concerning the QF operalional and compllance
sLatuyg of the facility are not wichin the court's jurlediction
bur rather the Commission's jurisdiction. Consequently, on

July 16, 1996, PPLL filed the lnetant motlon for revocation.

PPLl, sought revocation of the tacillicy's cogeneration QF
statua for all years durlng which the facllity had operated as of
the Jate of lte tillng. In eupport of {te motion, PPil submlitted
data and affldavite purporting to demonstrate that the [acillivy

has never met the Coamiselon's operating standard tor topping
cycle cogeneration QFs. 12/

Hortice and Interyepntiona

Hotlce of PPsl's motion was publisehed In Lhe Federal
Regluater, 61 Fed, Reg, 42,015 {3996), with commente, proteats or
motionn to intervence due on or before Augusb 26, 1996,

Sehuylkill Encrgy filed a motion to Intecrvene and answer in
appodition to PPel'es motion, secklng summary dlemigpal. A motlion
to inteevene was aleo (iled by Gllberton pPower Company

10/ Pennaylvanla Power & Light Company v. Schuylkill Energy
Renources, Inc. and Reading Authracite Company, Pennaylvania
Comre of Common Pleas, Civil Action MHo. 95-C-2810.

11/ ~Artlclte S5 ol the Agreement establliehes dlfferent payment
rates tor power dependlng on whather the tacility operates
ag a cogeneration QF, emall powar production QF, or non-QF.
A higher rate ie pald for power [rom a cogeneratlon QF than
tromm A Amall powetr QF. If the facility does not operate asg
efrher a cogeneration or a emall power production QF, PPEL
may elect not to purchase Schuylkill Energy's power. PPLL
apserts that during the term of the ¢contract it hae overpald
approximately §$55 mlillon, baped on the rate differential
LeLween a cogeneraction QF and a semall power producticn QF.
PP4L does not contest the statue of Schuylkill Energy's
tacility as a small power production QF.

12/ Much of the data submitted in support of PPEL's motlon
conslets of Informatlion obtalned in the atate court
proceediny, which lw subject to a confidentlalicy
pripulation. Thus, wlhille we have used portions of thir
Information In our analyels. none of the apecitic

lnformacion subject Lo the elipulatlon appears In thie
order.
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tGllberton). Gilberton owns a tacility that Lurna wante culm (o
yenerate electricity and mells steam to another entity for use in
drying waste anthracite culm and anthracite silt. Gilbarton's
facilicy ls certiried as a cogeneration QF and selln power to
PPeL, 11/ Gilberton challenges that portion of PPel,'s motiaon Ln
which PP&L contends that Schuylkil)l Energy has nct satlefled the
operating standard Lecause Schuylkill Energy's procees ateam le
used to dry materlale which are then sold to othar producers of
electricity. Gilberton states that it im almilarly sltuated to
Schuylk!ill Energy In thle regard.

A cimely letter supporting Schuylkill Energy wam flled hy
the Anthracite Reglion Independenl Power Pruducers Arroclation, an
appoclation of non-utilicy power generators in Penneylvania that
uvoe wapte coal to generate power for sale vo utllticles.
letters supporting Schuylkill Energy were flled Ly the
Pennaylvania Anthracite Coudcll, the Schuylklll County Chambier of
Commerce, the Chalrman of the Doard of Commigeloners ot
Schuylklil County, and State Represeuntatlve Bob Allen.

Uneimnly

On September 10, 1996, PPé&l tlled an answer to the motlons
to Intecrvene and anawers of Schuylkill Snergy amd Gilhervon,
Schuylkill Energy filed an anower opponing PPilL's requent [or
leave to file an anewer. Schuylklll Fnergy also states thau
portions of PPLL's Septemher 10, 1996, (lling wake material
rhanges to lte original motion, and aubmite additional
information responsive to the purportcd changea,

Diacuosion
1. Precedural Matlers

Under Rule 214 of the Commisslon's Rules of Practice and
Procedure, 18 C.F.R. § 385.214 (1997), che timely, unopponed
moticons to lntervene of Schuylkill! Energy and Gllberton perve to
make Lhem partlies Lo thls proceeding.

Rule 213{a) {2} of our Rulem ot Practice amu! Procedurn,
18 C.F.R, § 385.214 (1997), prohiblite an answer to an anawer
unlesd otherwlpe ordered by the declslonal authority. We will
accept the parties' various answera and responses. We find that,
given the complex facts presented, these pleadings have alded us
in understanding the various pomritions of the parties,

13/ Electrodyne Research Corporation, 29 FBRC Y 62,258 {1984),
appeal denled, 32 FERC | 61,102 (1985) (Electrodyne).
facility wae trangferred to Gllberton in 1986. On
December 10, 1988, Gllberton [lled a notlce reporting ather
vees of the procese steam, lucluding deyling of anthracice

‘I'he

coal and elilt.
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Schuylkil] teerqy arquea that PP&l., baving not challenges
the 1992 recertitication, la estopped {vom challenging Schuylkill
Encryy's compllance for periode prior to issuance of the 1992
recertification order. Schuylkill Bnergy's estoppel argument e
wreritlean., A QF certilflicatlon order Lo no more than a befare.
the-fact Judgment that 1f che appllcant's vepresentatlona
supporting ite recqueat for certilication are correct, the
facillty will qualify, 14/ Thue, in acting on an application tor
QF certliflication the Commiosion doee not normally consider
whether a QF met the technlcal standards for QF status for past
periads. The 1992 certlficatlon order did not address whether
Schuylkill Energy's faclllicy had Iin fact met the operating
gtandard for prior perliods. Moreover, PPiL had no obllgation to
ralde guch an lssue In the context of a request for proepective
cartiticotion. Filnally, nothing in section 292.207{(d} {1} (i1} ot
the regulations or Commission precedent indicates that
recertitication absolves a facility's operator (rom having to
demonstrate conplliance with the cercitication requirements for
paAc perloda, should such an lssve arlee. 15/ Therefore, PPLL ig

net cacopped (rom ralelng a complliance ispue under thesee
clrcumptancea.

1T. PPaL'B.Allegatliona_and _Schuylkill Energy's_Responags

PPEL apgervty that Schuylkill Energy has tailed to comply
with Lhe Couwnleslun’s requlrements Lo three respecte. Flret,
PPP&Y, states Lhat Reading has tailed in any calendar year to dry
the amount of slli specitied In the 1986 and 1992 certification
ordern as required to meet the 5 percent operating standard. 1In
gupport, PPel Aubmlte data puiporting to ehow amounta ot eflit
dricd and/or anld by Reading u years 1990-1995 [ar helow 194,000
tona, with the highest amount of processed ajlt for any year
being approximately 50,000 tone, and much lower amounts of dried
ai{lt accually sold. 16/

In response, Schuylkill Energy disputes the applicabilley of
the 194,000 tond flgure. Schuylkill Energy states that the
amount of plit required to bo dried le a funetion of Lhe amount

14/ See Electrodype, 12 FERC at 61,281, n.,9%; BcoEléctrica, L-P-..
77 FERC § 61,344 at 62,510 (1996).

15/ Ses Megaun-Racine Associates, Inc., 73 FERC Y 61,308 at

61,860-61 (1995}, reh'g_denjed ipn_pertinent_part, 76 FERC
1 61,354 at 62,668 {1996) (Megan-Racine!) .

16/ PD&lL Motion At 26. PPLL requeste contidential trcatment of
the apecitic sales figuree, consletent with confidentlality
requirements for thesa figures In the etate court
Vicligacian,
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vl power expected to he produced. Scliuylkill Encrgy notes that
It has seldom produced ap much power as the amount on which the
134,000 ton tigure wam predlicated, 11/ Schuylklil Enevgy aloo
nLated Lhat the amount af energy arednd to dry allt la a tunction
of Lhie muidilure level of the raw Allc, and that the cercification
appllication and Commieslon'se analysia weve hased on specitlic
agpumed molsture levels. 18/

Schuylkill Energy also seeke to bolater the representations
made In jts certification applicatlons with new informacion.
Specliically, Schuylklll Buergy submits affidavite from persons
who Btate that there are commerclally valld ancillary uaes of
gteam at the Reading facilitles that are requlred even whan the
pilt processing equipment le ldle, to aveold eqgulpment damagr
caueed by thermal cycling, freeze damage In winter, and pluggaqen
during equipment repair and maintenance. 18/ Schuylkill Eusergy
asserts that theee anclllavy uses give it great flexlbllity in
achieving regqulatory compliance.

Second, PP&L alleges that in Schuylklll Energy's 1992
application for recertlficavion, which included a technical and
economic justiflication for the wet sllt proceselng and catalylic
dryer, Schuylkill Energy knowingly mlsrepreaentesd to the
Commiasion the commercial market for Readlng's dJdrled sllo,
s$pecifically, PPilL contenda that Schuylxill Energy's appllcation
grosaly exaggerated exloting salea of dried elli, particularly
pales of .8llt to PPLL and to Scott Paper Company. Pi'el claimy
that thie mlereprosentation contradicte Schuylkill Encrgy'n
AaLatement In {te application that, except for the additional
uarful thermal outputs represented hy Lhe wet pllt procrnvor ang
catalytlice dryer, al) the information contalned in the applivatlion

11/ Schwylkill Energy Anawer at 28-32,

18/ The 1986 certification was hased on a recuction in the
malsture content of the silt from 21 prrcent in Ite raw
ptate to 10 percent Iln ice proceAAed state. ‘The 1992
applicatlon states that the material leaving the wet ellt
processlng unlt has a molsture content of 12 percent and
that addicional moleture reductlon will yleld a moleture
level of 11 percent.

13/ Schuylkill Energy Answer at 36-37. r~Thermal cycling" refers
Lo temperature changes in the sllt procesaing egulpment that
occur ag 8 result of repeated start-up and shut-down of the
cquipment, “Pluggages” appears to refer Lo blockage of
paogpages in the equipment ueed to tranafer [ruzen, raw ollt
to the wet ellt processing plant or catalytlc dryer,
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fer the 1986 certitication and Lhe 1967 notice of self-
certitication remalned the pame, 20/

Schuylkill Energy dioputes PPREL'e allegation that the
Conslguion wae mlaled In the 1992 recertification application,
1n aupport, Schuylxill Hnergy provides a report by s consulting
engineer based on & computer model of Reading's procesees and
data provided by Reading purporting to ehow that the energy
theoretlcally needed to perform the ailt processing closely
approximates the actual thermal energy received by Reading from
Scliuylkill Energy. 24/ 1In addition, Schuylkill Bnergy submits
alfldavita from some of the people whoge atatemente are relled on

by PP&L Lhat contradict thely purported statemente to PPil'e
alflante.

Schuylkill Foeigy aleso detends the sllt market data provided .
in eupport of the 1992 application, Schuylkilll EBnergy does not
dispute that the data It provided for existing and projected
gales do nobt diatingulsh Letween raw silt, which requires no
thermal energy, and processed gllt, Schuylkill Bnergy states
that J¢ should have been apparent from the context that fts
figures referred to both raw and processed sllt. Schuylkil}
Eneryy alne states that it expecled that PP&L would, over time,
hivwe Lo purchawve processed sllt rather than raw slle, and cthat
galen ol aile, raw and processed, Lu avoilher customer atve wot
apparent hecoure they were made throuyh a broker. 22/

tn addition, Schuylkill Energy asserts Lhat the product
market information in the 1992 application 8 irrelevant becaune
the recertificatlon order found the wet slit processing to be
prepumpt ively uuetul, Therefore Schuylkill Energy clalme that
the Comnluatlon could net have rellied on the market Information to
recertify tho taciltity. 23/

Flually, PP&L ApaeTho thiat Schuylkill Energy hag ingluded,
ast part ot ite uwecful thermal cncrgy output, Bteam used to
process fuel for Schuylkill Bnergy itself and other electric
power producers. Thus, agserte PPLL, the steam has no business
purpose independent of the powser production procees, contrary to

Comlesion precedent, Iu support, PPél submlite on atftidavit and
documents purporting to show that wilt dried by Reading was
delivered directly by Reading, and independently via a third .

20/ PP&L Marion ac 11-113.
21/ Affldavic of Gordon A. Chirdon, P.E., Id. at 28-41.
22/ ld. at 44,

2}/ 1d. at 43-4B.
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parry, o Achaytkill Encrgy's power plast for ane an foanl, 1K1,
alrg aubimlta documentd indieating Lhat Reading'n ot linr Balos of
processed sllt were to epntities that used lc aa boiler (ne! in
electric generating facilities.

In response Lo PPeL'w allegatlon Lhal drylng will serves np
tndependent buslneas purpose becauge Lhe ailt le uaed te yenerale
electiieliy, Schuylkill Eoeryy argues vhat Commlsnlon pieciaden
does not har the use of thermal euncrqgy Lo prepare fuel [ov wne n
unaftiliated electric generating piante. Rather, assertn
Schuylklll Energy, only the direct use of the cogencrator’s Atnram
in another electric generating plant is Larred. SAchuylkll]
Energy eupplementa lte argument with atfldavits from Schuylkily
Energy and Reading employees that contradict PP&L's aaoertlon
that Schuylkill EBnergy hae used processed pilt (rom Reading i
Schuylklill Energy's cogeneratlon faclllity. 24/

In ite September 10, 1996 tiling, PP&l. reapondm that: (1)
even with reductions in power production by Schuylklll Enecrgy, an
inoufficlient amount of ailt hao been drisd or sold for the
facliity to meet the 5 parcent operatling Atandard; (21 Schuylkilbl
Energy'se clalmed ancillary uses are unsupperted; and (3} the
supporting study of Schuylkill Energy's cansulting engineer is
flawed. In response, Schuylkill Energy attacks the credlbility
of PPeL'e additional aftidavire concerning procemrsing of sllt and
disputes PP&L's attack on Schuylklll Energy'e consultant's
analynip of steam requiremente. Each party continues to diapute
the other's reading ot Commieslon precedent,

1. QF _Status

The resolution of thia proceeding rearm on twa queatlons,
Firat, does Schuylkill Energy's facllity produca uanful thermal
oucpuc? Segond, ham the faclllty matlatled the oprracing
gtandard of the Commigelon'se regulations which require that the
useful thermal oucput of a qualifying topping-cycle cogeneration
tacilicy be no less than § percent of the total energy output ot

the facility in each calendar year? 18 C.F.R, § 292.205(al) (1}
11997} .

A. Use_of Thermal Qutput

If the Commimsgion finda that Schuylklll's use of the thermal
output to dry silt la not “useful™, Schuylk!lll will not aAatinfy
the atatutory detinition of a cogeneration facility. Ry statubte,
a cogeneration faclility le defined as a facllity which produces

24/ Schuylklll Energy'e August 26, 1996 Angwer; Exhiblte C

[Frank Dervrick), D (Vincent Devinel, and G {Johuy LeTarte).
ld. at 51-65.
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clectr b sacrgy amd "ot eam o fovne of vecful eneryy {Ruch aw
Buat) whileh ave used (or bedustelal, conmercial, heatling, orv
vooling purposen.® Sectlon 3{18) (A} of the FPA. The Commlesion

trached thia language in lte regulations, where It stated that a
cogencration lacility means:

cquipment used to produce electric energy and forms of
unelul Lthermal cueiryy lauch ag heat or steam), used for
frduntrial, commercial, heating, or coelling purposes,
through Lhe sequentlal use of energy.

18 (1.F.R, § 292.2062(c¢} (1997}, 7The Comminolon eubocquently
thnugh cane law dencelbed hiow it wonld devermine whelher a .

paveleular facility producen wveeful thermal energy lor purposca
vl QF etatus. 1f the use of a cogeneration facility's thermal
output constltutey a common indusetrial or commerclal application,
it is presumptively uepeful and the Cormiesion performe no f(urther
analysle regarding the uselulness of the thermal output. On the
othrer hand, {n those rare cases in which the use involves a
techuology which 1A not common, eeparate standarde apply
depending upon whether the user i an attillate of the
cogenerator (or the cogenerator iteelf)l, or 1a an unattiliated
entity. 1n the case of a thermal host that is not atfiliated
with rhe cogenerator, plausible evidence of either an arm's-
Tengrh market for the thermal purput or an end product produced
with rhe ald of tha thermal output establiehes usefulness.
Yamipne/Besicorp hllegany_L.P., 63 FERC | 61,320 at 63,157-58
(1993); Polk Power Partpera. L.B., 61 FERC 1 61,300, appeal
dlspieesed_sub.nom. Liguld Carbooic Industriea Corporation v.
FERC, 29 F.3d 637 (D.C. Clr 1994); and Arroyo Energy. lLimited
Partilerahip, 62 FERC { 61,257, reh!g_denles, 63 FERC | 61,198
11993). There ls no stacutory reguirement that the Commiselon
[ind that Lhe thermal output s being uwsed in an economic manner.
Inddeed, the Commission locks at the economie viabllity of the use
of thermal output Lo appess whether the energy is “useful® only
in very limited circumatances -- only when the thermal host is an
attiliate of the cogenerator for the cogenerator itself), and
Lhen only when the technology e previously unproven.

PPLl's request that we revoke Schuylklll's QF etatus .
Indicates a misunderstanding about what the Commission means by
"presumptively usetul.* PPEL would have us view this
*presumption® as an evidentiary presumption which is rebuttable
upon a subeequent showing. But this has never been the
Conmiponion's lntentlon or practice, The Commimaeion, upon finding
that the upoefulnesa of a thermal application has been established
by common practice, 1e maklng a findlng that a particular use of
cogencrated thermal energy la economic and iv thue *presumesp*
thiat the thermal ocutput 18 wseeful, Indeed, the Commisslon has
stated that a more accurate word to describe fte proceans ie that
it "aggumes® that energy is useful within the meaning of the
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graruce when it is uged in a common process or used Lo produce a

common product. Bayalde Cogensratlon. L.P.. 67 FERC { 61,290 at
62,006 & n.,4 {1994}).

The Commisslon recognizes that there may be cases In which a
particular facility, employing its thermal output for a conmen
uae, may not be economic., Likewise, in cases in whlch the
theoret ical economic viability of a facilicy employlng a new
technology is established by evidence in a proceedling (the
independent business purpose test), lt doees not necessarily mean
that the facllity will make mecney on the thermal use, but means
marely that the faclility fe in theory capable of making moncy
using the technolegy. Id.

Moreover, the Commlieslon, once satiefled that thoe propoucd
uvee of cogenerated thermal output In a particular manner ls
common, will not inquire further lnto how the product preoduced by
Lhe thiermal output 18 being used, g.g., into the econcmice of the
appllication, Brooklyn Navy Yard Cogeneration Partners._ luB.,

74 FERC 9§ 61,015 {1996). Ae noted above, the use of Schuylkill
Energy's thermal output to dry anthracite sllt wae found to bLe
presumptivaly useful., 25/ We thus look no further into the lsaue
of whether Schuylkil]l Bnergy's usa of thermal oucput s “upetul®
for purposes of QF status,

PPul, also has alleged that the drylng of silt 18 not
{ndependent of Schuylkill Energy's production of eleatriciry.
PPel, 1 essence alleges that Schuylkill may be burning the slitc
Reading driea teo produce electricity. The Conmiasion often has
found the drying of materials for use as boller fuel In wunrelaced
electric generating facilities or for ocher heating uses by
entitiea unaffiljated with the cogeneration facllity to be
{ndependent of the power production cycle. 26/ Thus, the use of
Schuylkill Energy's steam to process ellt (or use as a boller
tuel {n separate, unafflliated facilitles lp permiseible. he Lo
the alleged use of Reading's eilt in Schuylkill Energy's own
facilicies, Schuylklill Energy's pleadings do not indlcate that it
used ailt dried by Reading to generate electricity and we [ind
that PP&L has not demonstrated otherwlae,

25/ Supra n.s.

26/ See York Canyon Cogeneration AResoclatcs, 44 FERC 1 61,10}
{1988) {dried bituminoue coal finesa); EBHESCO - The Enecyy
Syetems Company, 35 FERC Y 62,374 (1986} (driecd anthrucite
eilt}; Blechrndyne, 32 FERC Y 61,102 [1985) (drled
anthvaclce coal, culm, and olle).
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n. The_Pive Percent Operating_Standard

We now turn to the issue of whether the facility veed enouqgh
thermal output to wvatiefy the Commlesion'v operatlng standard.
27/ UBaged on our review ot the partiee' oubmliesions, we conclude
that Schuylkill Encergy hauv not met thiao requirement. '

Ap noted abova, a qualifying topping-cycle cogeneration
facitiry, such as Schuylkill Energy's, must satlefy section
292.205¢a) (1) ot our regulations, which requiree that the *useful
thermal output* of the facliity be no lews than § percent of the
rotal energy output of the tacility during each calendar year,
Our review ot the partice' eubmisalons Indicates that Eive
percent of the themmal output ol the tacllity has not been
applied to drying eile in each of calendar years 1%90-1995.

We agree with Schuylkill Enerqgy that the especific tigures
tar tond of drfed il In the 1986 cerc!ification arder amvd the

1997 notice of self-certitication are noct decerminacive. 'Ime
amount of sllt thac wonuld need to he drled In any glven year at
Schuylklll Energy's tacility is a function of the plant
avallabllity and the molwture content of Lhe raw and processed
plit, When ledgs power e produced, Jesy Lhurmal output necds to
be applled to Lhe commercial or Yndustrlal procewe In order to
Holfuly Lhe wperet lny standaesd,

In none of the years for which full calendar year
information le avallabile in this proceeding {(f.e., 1991 through
1995} wae a sufficient amount of slit dried to meet the five
percent operating standard. 28/ Even under best case conditlons,
puch as {1 1995 when Lhe tacllicy acralned tcs higheat
availlability factor, Readlng dried only 25 percent ol the
required amounc of esllt needed to meer the operating standard.
For calendar year 1992, prorating the amount of allt drled during
the efght-month perlod tor which actual data are available for
the remalnder of the year, the amount of ailt dried is only
approximately 24 parcent of that nceded to meet the operating
standard for 1992, For January 1990 through May 1992, Schuylkill
Energy supplied no data on the amount of silt dried. Schuylkill
Enurgy otates that afver ite facllity waes recercified in 1992, {c
saw no need to retain data [rom prior pericdes. Mowever, as noted

21/ The efticlency standard of 18 C,P.R. § 292,205(a} (2} t1997!.
daes not apply to wasta-tueled cogeneration facilitiaes.

28/ Our conclusion fe8 hased upon information provided in
Sehuylkill Encrgy'e 1986 appllicacion, Schuylkill Energy's
1ue appilcet lon (whiigh indlgated that the informacion In
the 1986 application hatt not changed) and information from
the pleadioge Filed fo tnhidn proceeding.,
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ahove, nothing in our requlations or precedent Indlcatev that a
facllicy operator ip ahsolved by a recertiflication from having to
demonatrate complliance for prior periods, or that the
Cumniselon's revocaclon authority tapses at any polnt., 29/
Therelore, in light of the lack of data to the contrary aml
Schuylkill's non-compliance with rhe operacing standacrd (or the
years 1993 - 1995, we conclude that Schuylkitl Energy has fafled
Lo demongtrate compllance with the aperating Atandard tor the
years 1990 - 1892,
We also give no credence Lo Schuylkill Ennrgy's consulVant 'y
compulter model of Readlung'e drylny processes, which purporce ta
demognetrate that the energy theoretlcally required to process
Reading's eilc approximated the actual thermal energy recefvnrd
{rom Schuylkill Energy and used Ly Readluy. Flrat, when
hisroerical and tactual data arc or ebould Le avallible, Lhe uan
of a model is unnecessary. ‘Second, the moudel'r cutput {8 banaed
on the input apsumptions and valuea umred Lo cuarrelate with the
present pilt drylng operatlon. Some of these values luclude
ancillary uses of thermal output alleged for the fivoaL time ln
the current pleading. Schuylkill Encrgy has not in this
proceeding or in any of lte prior [ilings for certiticaling
provided any data on how much oteam In requlred tor each of Lhe
claimed ancllilary vees. Additionally, Schuylkill Energy has

tailed rto demonstrate how such ancillary uses quallfy ao usetul
thermal culput.

The_Commlsaion orxders:

tA} Schuylkill Energy'e facility did not mech rhe eopnrating
atantard for calendar years 1%90-1995%, and accordlingly did not
operate ae a quallfylng cogeneration facility durlng that perlod,

() PRei'A motion 1B herchy grantned Lo the extent Jdlpcunned
In the body of thia order.

Ay che Commisglon.

{5 EALY

&tw‘& f? &lt—gu-o

David I*, Ronsrgera,
Acting Secretasy,

2%/ See Megan-Racine at 61,861,
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Re:  Application of Pennsylvania Power
& Light Company for Approval
Of Its Restructuring Plan Under
Section 2806 of the Public Utility
Utility Code
Docket No. R-00973954

Dear Secretary McNulty:

Enclosed please find for filing an original and three copies of the Office of Consumer
Advocate's Answer to the Petition of PP&L, Inc. For Reconsideration, Clarification, Amendment,
Correction, and Supersedeas of the Order Entered June 15, 1998 and for Expedited Consideration

in the above-captioned proceeding.

Copies have been served upon all parties of record as shown on the attached

Certificate of Service.

Sincerely,

C-a R, &%@6

Craig R. Burgraff
Senior Assistant Consumer Advocate

Enclosures
cc: Al parties of record
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Application of Pennsylvania Power

~JUL 061998
& Light Company for Approval
Of Its Restructuring Plan Under
Section 2806 of the Public Utility

Docket No. R-00973954
Utility Code

ORIEI

) AN SWER OF THE OFFICE OF CONSUMER ADVOCATE
s \\l O THE PETITION OF PP&L, INC. FOR RECONSIDERATION,
DOCUME

CLARIFICATION, AMENDMENT, CORRECTION, AND
R SUPERSEDEAS OF THE ORDER ENTERED

15, 1998 AND FOR EXPEDITED CONSIDERATION

Pursuant to Section 5.572 of the Pennsylvania Public Utility Commission’s

(“Commission”) Rules of Practice and Procedure, 52 Pa. Code § 5.572, the Office of Consumer

Advocate (“OCA”) respectfully submits this Answer to PP&L, Inc.’s (“PP&L”) Petition for

Reconsideration, Clarification, Amendment, Correction and Supersedeas (“PP&L Petition™) filed

with the Commission on June 26, 1998. The Petition was in response to the Commission’s June IS5,

1998 Opinion and Order in PP&L’s restructuring case. Application of Pennsylvania Power & Light
Company For Approval of Restructuring Plan Under Section 2806 of the Public Utility Code,
Docket No. R-00973954, Slip op., (June 15, 1998). (“PP&L”). The OCA respectfully submits that

1
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PP&L’s substantive requests, along with several of its requested corrections, should be denied.
L STANDARDS FOR RECONSIDERATION

Petitions for reconsideration are brought before the Commission under Section 703(g)
of the Public Utility Code, 66 Pa. C.S. § 703(g). It has been held that because a grant of relief on
such petitions may result in the disturbance of final orders, it should be granted judiciously and only
under appropriate circumstances. West Penn Power v. Pennsylvania Public Utility Commission, 659
A. 2d 1055 (Pa.Comwlth. Ct. 1995), petition_for allowance_of appeal denied, No. 576 W.D.
Allocatur Docket (April 9, 1996); City_of Pittsburgh v. Pennsylvania Department of Transportation
{Appeal of Pennsylvania Public Utility Commission), 490 Pa. 264, 416 A. 2d 461 (1980). The
Commission, in Duick v. Pennsylvania Gas and Water Co., 56 Pa. PUC 553, 51 PUR 4th 284
(1982), has set forth the standard for determining whether to grant reconsideration of a prior order
as follows:

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. In this

regard we agree with the Court in the Pennsylvania Railroad

Company case, wherein it was said that “[p]arties ..., cannot be

permitted by a second motion to review and reconsider, to raise the

same questions which were specifically considered and decided

against them ... “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 or not addressed by the

Commission. Absent such matters being presented, we consider it

unlikely that a party will succeed in persuading us that our initial
decision on a matter or 1ssue was either unwise or in error.

56 Pa. PUC at 559.



I1. ANSWER
A. Introduction

PP&L has requested reconsideration in its Petition of several issues impacting upon
the market value of PP&L’s generation assets that would, not coincidentally, if granted allow PP&L
recovery of stranded costs at a level slightly in excess of $4 billion. This is the level of recovery it
posited in its restructuring case that it would be able to recover under the rate cap. The four 15sues
raised by PP&L consist of three issues that it raised below based upon identical arguments, and one
issue that is completely new and directly contradicts the treatment accorded the issue by PP&L itself
in the tral of this proceeding. As the OCA will demonstrate, the reconsideration requested by PP&L
fails to meet the Duick standards and should be rejected.

PP&L’s continued insistence that it is entitled to excessive levels of stranded cost
recovery over and above the $2.864 billion arrived at by the Commission in its June 15, 1998 Order
is utterly without merit. The OCA submits that the Commission in the PP&L decision was more
than fair to the Company. Indeed, PP&L is the only company for which the Commission rejected
the assumed life extension for the Keystone and Conemaugh generating stations, jointly owned units,
in determining the market value of generating assets. Plus, the Competitive Transition Charge
(“CTC”) approved by the Commission for collection of stranded costs is subject to an annual
reconciliation proceeding pursuant to Section 1307(e) of the Code based on actual sales. Thus,
PP&L’s risk of recovery is mitigated. The Commission has provided the Company with more than
adequate compensation for any stranded costs that it may incur over the lives of its existing

generating assets.



The OCA submits that if PP&L did not wish to be subject to the net present valuation
methodology provided for in the Electric Generation Customer Choice and Competition Act (“Act”),
it was free to divest its generation assets and establish an actual stranded cost amount. What the
Company cannot be allowed to do, however, is to retain valuable generating assets, claim that these
assets are effectively worth little through exaggerated stranded cost claims, and recover an additional
$1.2 billion of stranded costs that do not exist.

The OCA agrees with Commissioner Brownell’s June 26, 1998 Motion concerning
West Penn Power’s Petition for Reconsideration. As with West Penn, the issues raised by PP&L
havevbecn exhaustively litigated in the course of the resn‘ucnn'ing proceeding. Repetition here serves
no purpose and does not rise to the level necessary for a grant of reconsideration.

The OCA also submits that there is no basis to change the starting rate for
unbundling, the sales figures assumed as a starting point for the recovery of stranded costs, the
transmission and distribution rate, or provide a tracker for the recovery of nuclear decommissioning
expenses.

The Company has also failed to justify the reversal of the Commission’s application
of the January 1, 1999 rate reduction arising out of PP&L’s 1994 base rate case, and has failed to
show that the Commission’s treatment of its generation division should be reconsidered.

The OCA agrees that there appears to be transposition errors in the Commission’s
calculation of certain of its shopping credits in Attachment A of 1ts June 15, 1998 Order, and that
Appendix A of that Order used an incorrect CTC amortization rate. These issues however, can be
addressed in the compliance filing.

In support of its position, the OCA respectfully submits the following.
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B. Reconsideration

1. Ihere_ls_hLo,Nccd_”Eo_Rernsich_The_CQmmissionlLSu&quéhanua
Depreciation Determination.

PP&L, at pages 8-13 of its Petition, asks the Commission to reconsider and reverse
the Commission’s decision reducing the revenue requirement of each year’s recoverable CTC by $70
million to use the savings to mitigate stranded costs and ensure that customers receive the benefit
of the savings. PP&L at 26. The $70 million annual amount results from PP&L’s 1994 base rate
case, in which the Commission approved PP&L’s proposal to increase depreciation beyond what it
otherwise would have been and then to switch Susquehanna station depreciation in 1999 from the
modified sinking fund method to straight line depreciation. This approval had the effect of reducing
the annual depreciation expense for Susquehanna by $70 million. The 1994 rate case order required
PP&L to reduce base rates by $70 million in 1999 to reflect the reduced annual depreciation
expense. See 85 Pa. PUC 306, 354-356(1995); PP&L at 25. The OCA submits that the
Commission’s decision is appropriate and should not be reversed.

In support of its request, PP&L raises several arguments that it raised 1n its briefs in
the case. These arguments aré that the scheduled January 1, 1999 reduction of the bundled regulated
rate 15 no longer appropriate because of the transition to competition and the rate caps under the Act
(PP&L Petition at ¥'s 25, 26 and 29), as well as the prior ability of PP&L to file new rate cases
requesting rate increases for other increased expenses. (PP&L Petition 4’s 26 and 27). The
Commission directly rejected these arguments. PP&L at 25. Thus, these arguments within PP&L’s
request for reconsideration fail to meet the Duick standards, which prohibit by a second motion the
review and reconsideration of the same questions which were earlier specifically considered and
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decided against them by the Commission.

The balance of PP&L’s argument alleges that it was inappropriate to apply a
mitigation adjustment to PP&L given its past mitigation efforts and its level of current rates. PP&L
also opines that the adjustment is related to cost of service ratemaking principles, and it is contrary
to the Act to impose on PP&L a continuation of rate regulation for generation when the generation
market will be competitive with unregulated generation rates. PP&L Petition at 9, 10-11. The OCA
submits that PP&L’s arguments are erroneous.

As the Commission noted in its Order in this case, the $70 million annual reduction
at issue here is based upon the requirement from the 1994 rate case that PP&L reduce rates in 1999.
No other electric utility in Pennsylvania was under such a requirement to reduce its base rates. Thus,
contrary to PP&L’s portrayal, the Commission did not single out PP&L for sinéular treatment.
Rather the Commission appropriately considered PP&L’s obligation in setting just and reasonable
rates under the Act.'

In fact, it is precisely the genesis of this adjustment that makes it required under the
Act. Despite PP&L’s assertion that it is contrary to the Act to impose on PP&L this “last vestige”
of regulation of generation rates, the Act requires the Commission’s treatment. Section 2803 of the
Act, 66 Pa. C.S. § 2803, defines stranded costs as follows:

An electric utility’s known and measurable net electric generation -
related costs, determined on a net present value basis over the life of

! It is noteworthy that PP&L itself in this case recognized the mitigating impact of the
dollars in question by proposing to use the $70 million to accelerate the amortization of regulatory
assets and NUG stranded costs. PP&L at 25. While this treatment would not give consumers the
necessary effect of a $70 million annual rate reduction, PP&L now in its Petition has apparently
dropped this proposal since it undermines 1ts arguments against any mitigation.
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the asset or liability as part of its restructuring plan, which

traditionally would be recoverable under a regulated environment but

which may not be recoverable in a compefitive electric generation

market . . . (Emphasis supplied).

The $70 million annual rate reduction beginning in 1999 arising out of the 1994 base rate case would
have been flowed through to ratepayers under traditional regulation. Thus, 1t 1s not eligible for
stranded cost recovery as the Commission has correctly ruled here. As the Commission recognized,
in order to meet its duty under the Act in adopting a methodology that recovers a just and reasonable
level of stranded costs, it was necessary to give consumers the full benefit of the generation expense
adjustment. PP&L at 25-26.

Nor is the Commission’s decision impacted by PP&L’s alleged unfairness argument
because it loses the ability to offset the rate reduction with a demonstrated need for increases in rates
to cover increases in other costs. PP&L Petition at 13. First, PP&L at the time of the 1994 case
never explicitly tied the 1999 rate reduction to any agreement to raise rates to cover increases in
_other costs. Second, the OCA’s stranded cost analysis in this case specifically reflected escalated
fuel expense, O&M expense, etc. in the future. OCA Main Brief at 29-38. Thus, future increases
in genérationnrelated expenses are already accounted for in the OCA’s margin analysis adopted by
the Commission.

The OCA submits that PP&L’s request must be dented.

2. PP&]1.’s Requested Reconsideration Of The Commission’s Market Value
Determination Fails To Meet The Standards For Reconsideration.

PP&L requests in its Petition that the Commission increase the amount of stranded

costs that PP&L will be allowed to recover by “correcting certain errors” in its order that overstate
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the market value of PP&L’s generating assets. PP&L Petition at 1. The OCA submits that the
Commission has made no errors in this portion of its Order, and that PP&L’s request is based_sirnply
upon the presentation of identical arguments raised below relative to three issues, which does not
meet the Duick standards for reconsideration, and the improper raising of a fourth issue, based upon
no record evidence, for the first time in its current Petition. The Commission must reject PP&L’s
request.

Duick, as noted earlier, establishes the clear standard that petitions for reconsideration
must properly raise new and novel arguments, not previously heard, or considerations which appear
to have been overiooked or not addressed by the Commission. Duick also imparts the tenet that
parties cannot be permitted in reconsideration to raise the same questions which were specifically
considered and decided against them in the original order. Duick at 559.

PP&L has requested reconsideration of three elements of the generation asset market
value determination of its units based upon the identical arguments raised in its Main Brief in this
case. These elements are the treatment of dual fuel generating units, energy imports, and the
divergence of fuel prices within the DRI forecast. These elements are postulated to carry certaiﬁ
values under an asset valuation methodology from Table D of PP&L’s Main Brief. PP&L Petition
at 14-16.

The arguments raised by PP&L are identical to those raised in its Main Brief. These
arguments relative to dual fuel generating units are at PP&L M.B. at 53. The arguments relati.ve to
energy imports are at PP&I. M.B. at 60. The arguments relative to the divergence of fuel type price
estimates are at PP&L M.B. at 71-74. The OCA submits that PP&L’s argument fails to meet the
Duick standards for reconsideration. Even if they did, the Commission properly rejected them on
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the basis of the discussion at pages 12-14 and 27-29 of the OCA’s Reply Brief.
The OCA agrees with Commissioner Brownell’s sentiments expressed in her June
26, 1998 motion in Petition for Reconsideration, Recision_or Amendment of West Penn Power

Company, Docket No. R-00973981 (1998), in which she stated with reference to the Duick

standards:
West Penn’s Petition fails on all counts. ... These issues have been
exhaustively litigated in the course of the restructuring proceeding.
Repetition here serves no purpose and does not rise to the level
necessary for a grant of reconsideration.

Slip op. at 2.

With regard to PP&L’s fourth alleged error, the OCA preliminarily notes once again
PP&L’s penchant for submitting non-record calculations. As the OCA noted at pages 24-26 of its
Reply Brief, PP&L for the first time in its Main Brief presented a bevy of calculated adjustments to
derive a value under the asset valuation methodology for a laundry list of alleged errors in the OCA’s
analysis. PP&L had to include qnexplained miscellaneous adjustments to allow the alleged
reconciliation of the asset valuation methodology to equal the $4.499 billion stranded cost result of
PP&L’s revenue requirements methodology. See PP&L Main Brief, Table B at 1, Table D at 1.2
As the OCA noted, the calculation of the adjustments has no record support since PP&L chose not
to present these calculations during the trial of the case. These calculations include the dollar values
for the three errors just discussed.

PP&L continues this approach by inappropriately arguing an entirely new adjustment

2

: Based upon the rate cap, PP&L estimated that it could collect $4.026 billion of
stranded costs. See PP&L Main Brief at 5, Table E.
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for the first time in its Petition, once again with a value for the alleged understatement of PP&L’s
stranded costs that is not only not in the record, but is absent from Table D of its Main Brief.

The value of the alleged errors in the Commission’s determination of the market
value of PP&L’s generation assets associated with dual fuel generating units, energy imports and
fuel price differential is $615.751 million. Combined with the Commission’s allowance of $2.865
billion, PP&L’s stranded cost recovery level under its proposals would be $3.481 billion. PP&L in
its fourth alleged error now for the first time argues that the Commission improperly applied a
discount rate based on a regulated utility rate of return to determine the net present value of PP&L’s
future unregulated after-tax margins from the sale of electric generation. PP&IL Petition at 16.
PP&L now asserts that it is inconsistent and inappropriate to use a regulated utility return to discount
future unregulated after-tax margins. Id. at 17. PP&L then applies an unstated future equity return
based upon a competitive market.> This application results in a purported error of $600 million in
the Commission’s determination, which once again places PP&L in the position of requesting $4.081
billion in stranded cost recovery, or a slightly greater amount than it alleged it could recover in its
Main Brief.

The OCA submits that this approach to the case cannot be tolerated by the
Commission. The fourth error alleged by PP&L does not meet the Duick standards for
reconsideration. While it may be charitably classified as a new and novel argument, it is not
properly raised since it has no record support.

Not only does 1t fail to meet the Duick standards, but PP&L’s argument is without

3 PP&L, in arguing this new iteration of its presentation, cites to an OCA response to
a PP&L interrogatory that is, once again, not in the record. PP&L Petition at 18.
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merit and diametrically opposed to the presentation it presented in Table D of its Main Brief. That
Table, whose purpose was to develop a “reconciliation” of the asset valuation methodology,
contained an adjustment of $135 million to reflect a discount rate including an 11.5% return on
common equity advocated by PP&L in the case. PP&L Main Brief, Table D at 1, 4. The application
of that discount rate to regulatory assets and NUG contracts acted to reduce stranded costs by $20.6
million. Id,, Table D at 1, 5, 6. Thus, while PP&L made a passing reference at page 97 of its Main
Brief to rates of return in a competitive market, it did so in arguing for its proffered 11.5% cost of
equity. Clearly, its new $600 million adjustment is based upon an equity cost far in excess of this
figure.

The OCA submits that PP&L’s alleged error is unacceptable. It fails the Duick
standards, it represents a position contrary to its own position during the case, and it continues a
trend of inappropriately relying on non-record evidence and support.

3. The Company’s Petition For Reconsideration Regarding Code of Conduct
Fails To Raise Any Novel Issues Warranting Reconsideration Of The Commission’s Order.

At page 19 of its Petition, the Company requests that the Commission reconsider its
requirement that transactions between PP&L (as an electric distribution company or “EDC”) and its
generation division be treated as affiliate interests under Chapter 21 of the Public Utility Code. The
Company asserts that such a requirement was not proposed by any party to the proceeding and, as
a result, PP&L has had no opportunity to review or respond to such a requirement. PP&L submits
that such a lack of notice, review and adequate response time constitute a violation of its procedural
due process rights. The Company also asserts that the Commission’s requirement will create an
unfair “playing field"” in favor of other electric generation suppliers while harming its last resort
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customers. However, as explained below, the Commission was compelled to mandate such a
requirement (and any similar to it) due to PP&L’s insistence -- alone among the Pennsylvania
utilities -- to continue its EDC and generation functions within the same corporate structure.

First of all, PP&L’s due process rights were not violated in any form or fashion.
PP&I. was fully aware of other parties’ concerns with the Company’s ability to conduct its EDC
and generation functions in an equitable fashion. These concerns are a part of the official record of
these proceedings, therefore, the Company was on notice of this issue. To argue that the requirement
by the Commission has deprived the Company of due process rights is without ment. In its Order,
the Commission stated that:

We find PP&L’s proposed Code of Conduct to be inadequate...We

agree with the comments of several parties that, given its

organizational structure, PP&L will avoid non-comparable treatment

of its competitive division only with great difficulty. PP&L must do

so nonetheless. Certainly, the Commission cannot soften the

standards that are applicable to other EGSs and EDCs because of the

organizational form that PP&L has chosen.

Order at 120. (emphasis added).

The OCA submits that the Commission was correct to mandate such a requirement
in light of PP&L’s desire to operate as two divisions within the same corporation rather than creating
a separate affiliate. As set forth in the testimony of OCA witness Barbara Alexander, by proposing
that its distribution and generation/sales businesses operate within the same corporate structure, the
Company 1s setting the stage for potential cross-subsidies and unfair trade practices. OCA St. 5 at
50. Throughout this proceeding, the OCA has continued to argue that certain additional provisions
to the Code of Conduct were necessary to ensure that PP&L’s EDC and generation functions are

kept separate and operated in a fashion which does not harm competitive electric generation
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suppliers in the Commonwealth. See OCA M.B. at 106-108.  As stated by the Commission 1n its
Order, many other parties also raised this issue. For instance, all but 14 pages of Enron witness
Michael D. Dirmeier’s 51-page Direct Testimony were devoted to this issue. Consequently, PP&L
was fully aware of this issue and the Commission’s action mandating that transactions between
PP&L (as an EDC) and its generation division be subject to Chapter 21 of the Public Utility Code
was reasonable and appropriate in light of the record evidence.

PP&L also argues that the Act does not specifically authorize the Commission to
expand the scope of Chapter 21. Petition at 21. The OCA submits, however, that the Act contains
no language which limits the Commission’s authority. Indeed, the Act requires the Commission to
ensure a workably competitive market. This attempt to handcuff the Commission as the
Commonwealth moves towards retail access is meritless and should be rejected.

The Company’s arguments for reconsideration of the Commission’s Order regarding
Code of Conduct should be rejected.

C. Corrections

1. Incorrect Starting Rate

PP&L at pages 5-6 of its Petition submits that the Commission adopted an incorrect
starting average bundled rate of 7.21¢ per kWh in calculating the unbundled components of PP&L’s
rates after restructuring. It proposed the use of a 7.42¢ per kWh system average bundled rate at
January 1, 1999, after correction for sales figures also sought by the Company.

While PP&L. may be correct that the 7.21¢ per kWh figure is not the correct system
average bundled rate to use since it was PP&L’s system average bundled rate in 1995, the gravamen
of PP&L’s requested correction is unclear.

13
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Section 2804(4) of the Act establishes rate caps at the level of the total charges to
customers that have been approved by the Commission for each service as of the effective date of
the Act, or January 1, 1997. These charges, contained in the tariffs, are the rate capé. The OCA
presented schedules with a system average bundled rate for illustrative purposes in the case for
purposes of a more easily understandable presentation. See OCA Exh. LS-11-R. PP&L’s proposal
in this case never presented a system average bundled rate.

PP&L.’s requested correction states that the most logical and consistent starting point
for rate unbundling would be the system average bundled rate at January 1, 1999. As noted, that
figure is purported to be 7.42¢ kWh. PP&L Petition at 6. 1f PP&L is requesting that this figure be
used as a basis of restructuring rates for unbundling pm;poses, then PP&L’s correction is violative
of the actu:ﬂ customer rate cap provisions of the Act. If PP&L’s request is that a different system
average unbundled rate be used for illustrative purposes only, then that rate, though based upon a
period beyond January 1, 1997, should be limited to illustration.

The OCA submits that the Commission should explicitly state that the rate cap
provisions of the Act for each customer class are clear, and that illustrative system average rates do
not change the appropriate tariffed rates for unbundled rate cap purposes. Tariffs have to be
unbundled as they existed at January 1, 1997 into their component parts.

2, Incorrect Sales Figures

PP&L also opines that the Commission erred by calculating the CTC based upon
annual 1999 sales of 33,090,377,000 kWh as a starting point. PP&L Petition at 6-7. This figure was
provided by PP&L to OCA witness Lee Smith and employed in OCA Sch. LS-11-R.

PP&L’s requested correction to 33,108,701, 350 kWh (PP&L Peititon, Attachment
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1) is based upon the alleged fact that the PP&L interrogatory response relied upon by OCA witness
Smith failed to include sales under PP&L’s standby service rate and corrections to certain street and
area lighting rate schedules.

The OCA submits that there is no basis for this correction. PP&L never raised this
issue during the case, even though the sa}es figure was in the OCA’s direct and rebuttal
presentations. PP&L never rebutted the sales figure on the record. Thus, PP&L’s correction 1s post
record and inappropriate.

In addition, the correction is unnecessary. The Commission at page 79 of its Order
in this case appropriately concluded that the Act requires an annual reconciliation proceeding
pursuant to Section 1307(e) of the Code based upon actual sales. Thus, PP&L’s sales levels can be
addressed in the reconciliation.

3. Incorrect T & D Rates

PP&L seeks correction of the Commission’s adopted 1.70¢ per kWh transmission and
distribution charge based upon its postulation that OCA witness Lee Smith erroneously assumed in
calculating the T&D unbundied rate, that the effect of PP&L’s proposed depreciation reserve swap
was accounted for in PP&L’s average transmisston and distribution rates. PP&L Petition at 7. The
OCA submits that the requested correction should not be made since the only record evidence
supports witness Smith’s calculation.

As with system usage, PP&L failed throughout the proceeding to present on the
record any evidence that OCA witness Smith’s reversal of the depreciation swap on OCA Exh. LS-
11-R was based upon the erroneous assumption that the efffect of PP&L’s proposed T&D
depreciation reserve swap was accounted for in PP&L’s average transmission and distribution rates.
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PP&L’s witnesses testified in support of the swap, and Exhibits JMK | at 58 and JMK 2 at 7 cited
by PP&L as support for its argument do not evidence that the adjustment had not been made. In
rebuttal, PP&L’s wimess did not testify that PP&L had not accounted for the proposed depreciation
reserve swap in its average T&D rates.

Given this, the OCA submits that there is no record evidence supporting the error
cited by PP&L.

4. Incorrect Shopping Credits

PP&L suggests that the Commission’s calculation of the shopping credits in
Attachment A to its Order appears to be inconsistent. The OCA has reviewed this attachment and
believes that the Commission may have made transpositional errors in the years beginning in 2002
on that sheet. These can be corrected in the compliance phase.

5. Incorrect Amoritization Rate

The OCA agrees that the Commission appears to have applied the incorrect CTC
amortization rate in its Appendix due to a tr;':mspositional ervor. This issue can be addressed in the
compliance phase.

D. Clagification

Atpages 18 and 19 of its Petition, PP&L states that the Commission in its June 15,
1998 Order approved PP&L’s proposal to recover nuclear decommissioning expense as a per
kilowatt hour distribution charge for the duration of the useful lives of the nuclear facilities. PP&L
seeks clarification of whether PP&L’s collection of nuclear decommissioning expenses should
include a “tracker.”

The OCA submits that PP&L may have misread the Commission’s Order. As the
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Commission noted, the OCA in this case recommended that the established reasonable level of
nuclear decommissioning costs should be recovered as part of the CTC and recovered over the CTC
period established by the Commission. The OCA calculated its recommended CTC allowing these
costs to be recovered over a seven year CTC period. OCA M.B. at 58-59. The Commission in its
June 15, 1998 Order agreed that the stranded cost methodology is appropriate as opposed to a
distribution charge over the life of the facilities. PP&L at 68-69.* Thus, PP&L is in error when it
interprets the Commission’s Order as approving its requested distribution charge over the life of the
facilities.

The OCA submits that the Commission should make clear that the use of the stranded
cost methodology requires recovery through the CTC over its determined CTC period. To the extent
that PP&L.’s request in this case is interpreted as a request to reconsider the Commission’s decision,
PP&L’s arguments for a distribution charge recovery are identical to those rejected by the
Commission in its Order. See PP&L M.B. at 109-113.

PP&L has requested that the Commission address and resolve the issues raised in 1ts
Petition as expeditiously as possible. The OCA does not disagree that these issues should be

resolved quickly so that competition may proceed as envisioned.

4 PP&L’s confusion may arise from what may be a typographical error at page 69 of

the Order. The Commission earlier noted that the OCA and PPLICA opposed PP&L’s annuity
method, and proposed that it is preferable for nuclear decommissioning to end upon the conclusion
of the transition period. Id. at 68-69. Tt then stated that it agreed with the OCA and PP&L that the
stranded cost methodology is appropriate and adopted the OCA’s calculation. Id. at 69. The
Commission may have meant PPLICA versus PP&L in this statement. Regardless of whether the
inclusion of PP&L is a typographical error, the recommended stranded cost methodology for
recovery of these costs is not a distribution charge over the life of the asset.
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However, PP&L also requests that, if the Commission does not enter an order taking
final action on its Petition by July 9, 1998, the Commission issue an order temporarily staying the
June 15, 1998 Order pending the Commission’s consideration of the instant Petition. The OCA
submits that such a stay is unnecessary and should not be granted.

PP&L has failed to allege, let alone demonstrate, that it meets the requirements for
astay. It has failed to show that it has a likelihood to succeed on the merits, that the failure to grant
a stay will result in irreparable harm to the Company or that the failure to grant a stay will result in
harm to the public. The OCA submits that the Commssion should expeditiously reject PP&L’s
request for reconsideration and take such other action as noted in this Answer, and direct a
compliance filing from PP&L. A stay in this proceeding is simply adverse to the public interest in

an orderly transitien to electric competition.
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III. CONCLUSION
For all of the above reasons, the OCA submits that the Company’s Petition should
be denied except for the matters sought to be corrected detailed at page 16 above.

Respectfully submitted,

Craig R. Burgraff
Senior Assistant Consumer Advocate

James A. Mullins
Assistant Consumer Advocate

Counsel for:
Irwin A. Popowsky
Consumer Advocate

Office of Consumer Advocate
5th Floor, Forum Place

555 Walnut Street
Harrisburg, PA 17101

(717) 783-5048

Dated: July 2, 1998
47350
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