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Application of PP&L, Inc. for Approval 
of its Restructuring Plan under Section 
2806 of the Public Utility Code 

Docket No. R-O^aS^ARY'S^BUREAU 

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 PETITI<m\ 

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION: 
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PP&L, Inc. ("PP&L") hereby petitions 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. R E L I E F 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&L3s generating 

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

I expenses; (e) to request that the imission^ttr 

JUN 2 9 1998 
KA01/63516.1 

1 jquirement for pre-approval of 

DOCUMENT 



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.-

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. 

1/ 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. 

HA01/63516.1 



C. STANDARDS FOR RECONSIDERATION 

7. 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 "[pjarties . . . , 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. 

D. USE OF INCORRECT DATA IN THE ORDER 

8. 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.-

21 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 7.210 per kWh. Order, p. 24, 

Attachment A. This figure was PP&L's system average bundled rate in J995. 

10. The 1995 system average bundled rate of 7.210 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&L 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 anv 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 Rate ("ECR") was modified effective April 1, 1995, 

from 1.0468̂  per kWh to 1.03770 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 1.03770 per kWh to a negative 0.01340 per 

kWh. 
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c. PP&L's ECR was modified effective April 1, 1996, from a negative 

0.01340 per kWh to a negative 0.14650 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 

unbundled rates under the Act. That figure, after correction of the sales figures discussed 

immediately below, is 7.420/kWh and is shown on Attachment 1 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 JMK 1, p. 58 and JMK 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 1.740 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 
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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 4.610 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 3.940 per kWh in 2001 to 4.400 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 S'A years. The nominal effect of the Commission's mitigation adjustment is $595 
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million (8 Vi 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 Jow 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 not to disallow any of PECO's stranded costs. 
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Application of PECO Energy Co., Docket No. R-00973953, p. 100 (December 23, 

1997)(M/>£C<9")^ 

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/ PECO 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&L 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 
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approximately $4 billion of stranded costs through 2005 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, 8/2 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 years. In a competitive environment, recovery 
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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 

opportunity 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 1, 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 Vi 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. 

13 
HAOl/63516.1 1 J 



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 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 

assets. 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: 

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 PJM system after 2005. 

Because imports from west of PJM are at lower cost, the effect of the reduction is to 

14 
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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 oil 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. I f 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 oil 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 

6/ 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 lawjudge 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 allowed 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 PECO's securitization proceeding for discounting PP&L's future revenues 

7/ 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-I-8 

(Attachment 3). 

Use of an unrealistically low discount rate overstates the present value of PP&L's 

fiiture 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. 

8/ 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. At page 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&L's procedural 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. I f 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 to 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. I f the PP&L EDC is precluded 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&L 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&L 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 Commission'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, Le^ customer choice was truly supposed to be a choice, 

including the right not to choose. 

21 
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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. I f 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, 

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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Attachment 1 

PP&L 1999 SYSTEM SALES AND REVENUE 
By Rate Schedule 

Rate 
Schedule Sales (kwh) Total Revenue 

RS 11,639,053,426 998,320,483 

RTS 432,888,674 23,541,135 

RTD 5,411,268 430,608 

GS-1 1,559,422,912 171,308,597 

GS-3 7,761,639,458 600,343,748 

LP4 4,471,321,372 284,902,361 

ISP 448,755,438 21,924,240 

LPS 2,651,475,957 145,048,643 

1ST 2,327,705,181 94,556,936 

LP6 576,039,511 31,012,594 

LPEP 67,986,000 4,684,483 

ISM 550,689,000 13,520,036 

IS1 4,821,917 232,097 

BL 4,751,439 445,127 

SA 27,512,532 4,588,725 

SM 7,244,471 1,288,398 

SHS 62,980,150 17,049,422 

SE 10,952,444 457,059 

TS 515,396 59,508 

SI-1 194,065 39,040 

GH-1 398,577,858 33,164,980 

GH-2 87,190,577 7,176,816 

Standby 11,572,304 1,113,259 

Totals 33,108,701,350 2,455,208,294 

Average (cents/kwh) 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 

Pre-Tax Return: 10.86% 
1.50% 

kwh consumed 

33,108,701,350 $ 

33,605,331,870 $ 

34,109,411,848 $ 

34,621,053,026 $ 

35,140,368,821 $ 

35,667,474,353 $ 

36,202,486,469 $ 

36,745,523,766 $ 

37,296,706,622 $ 

CTC Revenue 
Requirement 

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 

CTC Rate 
With GRT 

1.96 

1.86 

1.75 

1.64 

1.52 

1.40 

1.27 

1.12 

0.97 

T&D 
Rate 

1.74 

1.74 

1.74 

n/a 
n/a 
n/a 
n/a 
n/a 
n/a 

Bundled Rate 
Today 

7.42 

7.42 

7.42 

n/a 
n/a 
n/a 
n/a 
n/a 
n/a 

Shopping 

Credit 

3.72 

3.82 

3.93 

4.04 

4.15 

4.28 

4.41 

4.55 

4.71 

Notes: 

GRT Gross up is l/fl-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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Annual 

Annual Balance ROR S. C. Rate Reduction Revenue 
Amortization $2,864,719,000 10.86% Recovery $ 70,000,000 Requirement 

[1] [2] [3] [4=1+3] [5] [6=4-5] 

1999 $ 318,302,111 $2,546,416,889 $ 301,410,195 $619,712,306 $619,712,306 
2000 $ 318,302,111 $2,228,114,778 $ 278,721,838 $597,023,949 $597,023,949 
2001 $ 318,302,111 $1,909,812,667 $ 253,443,105 $571,745,217 $571,745,217 
2002 $ 318,302,111 $1,591,510,556 $ 225,278,249 $543,580,360 $543,580,360 
2003 $ 318,302,111 $1,273,208,444 $ 193,897,755 $512,199,866 $512,199,866 
2004 $ 318,302,111 $ 954,906,333 $ 158,934,487 $477,236,599 $477,236,599 
2005 $ 318,302,111 $ 636,604,222 $ 119,979,393 $438,281,504 $438,281,504 
2006 $ 318,302,111 $ 318,302,111 $ 76,576,718 $394,878,829 $394,878,829 
2007 $ 318,302,111 $ $ 28,218,673 $346,520,784 $346,520,784 

$2,864,719,000 $1,636,460,415 $ -
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Attachment 2 
Schedule 3 

Page 1 

Initial Data t; ; 
LOAN DATA TABLE DATA 

Loan amount: 
Annual interest rate: 

Term in years: 
Payments per year: 
First payment due: 

PERIODIC PAYMENT 

$2,864,719,000 
10.86% 
'9 
12 

1/1/99 

! Table starts at date, 

or at payment number: • 

Entered payment: | 
Calculated payment: j $41')677i587.17 

CALCULATIONS 

! The table uses the calculated periodic payment amount, 
unless you enter a value for "Entered payment." 

Use payment of: | $?ili677 l587.17! Beginning balance at payment 1: 
1st payment in table; j l Cumulative interest prior to payment 1: 

| $2 i864 j719;000 
, $0.00 

!J y > ^ % \ - M 

No. 
Payment 

Date 
Beginning 
Balance Interest Principal 

Ending 
Balance 

Cumulative 
Interest 

1 
2 
3 

1/1/99 
2/1/99 
3/1/99 

2,864,719,000 
2,848,967,120 
2,833,072,685 

25,925,707 
25,783,152 
25,639,308 

15,751,880 
15,894,435 
16,038,279 

2,848,967,120 
2,833,072,685 
2,817,034,406 

25,925,707 
51,708,859 
77,348,167 

4 
5 
6 

4/1/99 
5/1/99 
6/1/99 

2,817,034,406 
2,800,850,980 
2,784,521,094 

25,494,161 
25,347,701 
25,199,916 

16,183,426 
16,329,886 
16,477,671 

2,800,850,980 
2,784,521,094 
2,768,043,423 

102,842,329 
128,190,030 
153,389,946 

7 
8 
9 

7/1/99 
8/1/99 
9/1/99 

2,768,043,423 
2,751,416.629 
2,734,639,362 

25,050,793 
24,900,320 
24,748,486 

16,626,794 
16,777,267 
16,929,101 

2,751.416,629 
2,734,639,362 
2,717,710,261 

178,440.739 
203,341,059 
228,089,546 

10 
11 
12 

10/1/99 
11/1/99 
12/1/99 

2,717,710,261 
2,700,627,952 
2,683,391,047 

24,595,278 
24,440,683 
24,284,689 

17,082,309 
17,236,904 
17,392,898 

2,700,627,952 
2,683,391,047 
2,665,998,149 

252,684,823 
277,125,506 
301,410,195 

13 
14 
15 

1/1/00 
2/1/00 
3/1/00 

2,665,998,149 
2,648,447,845 
2,630,738,711 

24,127,283 
23,968,453 
23,808,185 

17,550,304 
17,709,134 
17,869,402 

2,648,447,845 
2,630,738,711 
2,612,869,309 

325,537,479 
349,505,932 
373,314,117 

16 
17 
18 

4/1/00 
5/1/00 
6/1/00 

2,612,869,309 
2,594,838,189 
2,576,643,888 

23,646,467 
23,483,286 
23,318,627 

18,031,120 
18,194,302 
18,358,960 

2,594,838,189 
2,576,643,888 
2,558,284,928 

396,960,584 
420,443,870 
443,762,497 

19 
20 
21 

7/1/00 
8/1/00 
9/1/00 

2,558,284,928 
2,539,759,819 
2,521,067,058 

23,152,479 
22,984,826 
22,815,657 

18,525,109 
18.692,761 
18,861,930 

2,539,759,819 
2,521,067,058 
2,502,205,128 

466,914,976 
489,899,802 
512,715,459 

22 
23 
24 

10/1/00 
11/1/00 
12/1/00 

2,502,205,128 
2,483,172,497 
2,463,967,621 

22,644,956 
22,472,711 
22,298,907 

19,032,631 
19,204,876 
19,378,680 

2,483,172,497 
2,463,967,621 
2,444,588,941 

535,360,415 
557,833,126 
580,132,033 

25 
26 
27 

1/1/01 
2/1/01 
3/1/01 

2,444,588,941 
2,425,034,884 
2,405,303,862 

22,123,530 
21,946,566 
21,768,000 

19,554,057 
19,731,021 
19,909,587 

2,425,034,884 
2,405,303,862 
2,385,394,275 

602,255,563 
624,202,129 
645,970,129 

28 
29 
30 

4/1/01 
5/1/01 
6/1/01 

2,385,394,275 
2,365,304,506 
2,345,032,925 

21,587,818 
21,406,006 
21,222,548 

20,089,769 
20,271,581 
20,455,039 

2,365,304,506 
2,345,032,925 
2,324,577,886 

667,557,947 
688,963,953 
710,186,501 

31 
32 
33 

7/1/01 
8/1/01 
9/1/01 

2,324,577,886 
2,303,937,728 
2,283,110,778 

21,037,430 
20,850,636 
20,662,153 

20,640,157 
20,826,951 
21,015,435 

2,303,937,728 
2,283,110,778 
2,262,095,343 

731,223,931 
752,074,567 
772,736,720 
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No. 
Payment 

Date 
Beginning 

Balance Interest Principal 
Ending 
Balance 

Cumulative 
Interest 

34 
35 
36 

10/1/01 
11/1/01 
12/1/01 

2,262.095,343 
2,240,889,719 
2,219,492,183 

20,471,963 
20,280,052 
20,086,404 

21,205,624 
21,397,535 
21,591,183 

2,240,889,719 
2,219,492,183 
2,197,901,000 

793,208,682 
813,488,734 
833,575,139 

37 
38 
39 

1/1/02 
2/1/02 
3/1/02 

2,197,901,000 
2,176,114,417 
2,154,130,666 

19,891,004 
19,693,835 
19,494,883 

21,786,583 
21,983,752 
22,182,705 

2,176,114,417 
2,154,130,666 
2,131,947,961 

853,466,143 
873,159,978 
892,654,861 

40 
41 
42 

4/1/02 
5/1/02 
6/1/02 

2,131,947,961 
2,109,564,503 
2,086,978,474 

19,294,129 
19.091,559 
18,887,155 

22,383,458 
22,586,028 
22,790,432 

2,109,564,503 
2,086,978,474 
2,064,188,042 

911,948,990 
931,040,549 
949,927,704 

43 
44 
45 

7/1/02 
8/1/02 
9/1/02 

2,064,188,042 
2,041,191,357 
2,017,986,552 

18,680,902 
18,472,782 
18,262,778 

22,996,685 
23,204,805 
23,414,809 

2,041,191,357 
2,017,986,552 
1,994,571,743 

968,608,606 
987.081,387 

1,005,344,166 
46 
47 
48 

10/1/02 
11/1/02 
12/1/02 

1,994,571,743 
1,970,945,030 
1,947,104,495 

18,050,874 
17,837,053 
17,621,296 

23,626,713 
23,840,535 
24,056,291 

1,970,945,030 
1,947,104,495 
1,923,048,204 

1,023,395,040 
1,041,232,092 
1,058,853,388 

49 
50 
51 

1/1/03 
2/1/03 
3/1/03 

1,923,048,204 
1,898,774,203 
1,874,280,522 

17,403,586 
17,183,907 
16,962,239 

24,274,001 
24,493,681 
24,715,348 

1,898,774,203 
1,874,280,522 
1,849,565,174 

1,076,256,974 
1,093,440,881 
1,110,403,120 

52 
53 
54 

4/1/03 
5/1/03 
6/1/03 

1,849,565,174 
1,824,626,151 
1,799,461,431 

16,738,565 
16,512,867 
16,285,126 

24,939,022 
25,164,721 
25,392,461 

1,824,626,151 
1,799,461,431 
1,774,068,970 

1,127,141,684 
1,143,654,551 
1,159,939,677 

55 
56 
57 

7/1/03 
8/1/03 
9/1/03 

1,774,068,970 
1,748,446,707 
1,722,592,562 

16,055,324 
15,823,443 
15,589,463 

25,622,263 
25,854,144 
26,088,124 

1,748,446,707 
1.722,592,562 
1,696,504,438 

1,175,995,001 
1,191,818,444 
1,207,407,907 

58 
59 
60 

10/1/03 
11/1/03 
12/1/03 

1,696,504,438 
1,670,180,216 
1,643,617,759 

15,353,365 
15,115,131 
14,874,741 

26,324,222 
26,562,456 
26,802,846 

1,670,180,216 
1,643,617,759 
1,616,814,913 

1,222,761,272 
1,237,876,403 
1,252,751,143 

61 
62 
63 

1/1/04 
2/1/04 
3/1/04 

1,616,814,913 
1,589,769,501 
1,562,479,328 

14,632,175 
14,387,414 
14,140,438 

27,045,412 
27,290,173 
27,537,149 

1,589,769,501 
1,562.479,328 
1,534,942,178 

1,267,383,318 
1,281,770,732 
1,295,911,170 

64 
65 
66 

4/1/04 
5/1/04 
6/1/04 

1,534,942,178 
1,507,155,818 
1,479,117,991 

13,891,227 
13,639,760 
13,386,018 

27,786,360 
28,037,827 
28,291,569 

1.507,155,818 
1.479,117,991 
1,450,826,421 

1,309,802,397 
1,323,442,157 
1,336,828,175 

67 
68 
69 

7/1/04 
8/1/04 
9/1/04 

1,450,826,421 
1,422,278,813 
1,393,472,849 

13,129,979 
12,871,623 
12,610,929 

28,547,608 
28,805.964 
29.066,658 

1,422,278,813 
1,393,472,849 
1,364,406,192 

1,349,958,154 
1,362,829,777 
1,375,440,707 

70 
71 
72 

10/1/04 
11/1/04 
12/1/04 

1,364,406,192 
1,335,076,480 
1,305,481,335 

12,347,876 
12,082,442 
11,814,606 

29,329,711 
29,595,145 
29,862,981 

1,335,076,480 
1,305,481,335 
1,275,618,354 

1,387,788,583 
1,399,871,025 
1,411,685,631 

73 
74 
75 

1/1/05 
2/1/05 
3/1/05 

1,275,618,354 
1,245,485,113 
1,215,079,166 

11,544,346 
11,271,640 
10,996,466 

30,133,241 
30,405,947 
30,681,121 

1,245,485,113 
1.215,079,166 
1.184,398,046 

1,423,229,977 
1,434,501,617 
1,445,498,084 

76 
77 
78 

4/1/05 
5/1/05 
6/1/05 

1,184,398,046 
1,153,439,261 
1,122,200,299 

10,718,802 
10,438,625 
10,155,913 

30,958,785 
31,238,962 
31,521,674 

1,153,439,261 
1,122,200,299 
1,090,678,624 

1,456,216,886 
1,466,655,511 
1,476,811,424 

79 
80 
81 

7/1/05 
8/1/05 
9/1/05 

1,090,678,624 
1,058,871,679 
1,026,776,880 

9,870,642 
9,582,789 
9,292,331 

31,806,946 
32,094,798 
32,385,256 

1,058,871,679 
1,026,776,880 
994,391.624 

1,486,682,066 
1,496,264,854 
1.505,557,185 

82 
83 
84 

10/1/05 
11/1/05 
12/1/05 

994,391,624 
961,713,281 
928,739,199 

8,999,244 
8,703,505 
8,405,090 

32,678,343 
32,974,082 
33,272,497 

961,713,281 
928,739,199 
895,466,702 

1,514,556,429 
1,523,259,934 
1,531,665,024 
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Payment Beginning Ending Cumulative 
No. Date Balance Interest Principal Balance Interest 
85 1/1/06 895,466,702 8,103,974 33,573,614 861,893,088 1,539,768,998 
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 
88 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 7/1/06 689,412,032 6,239,179 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 5,594,841 36.082,746 582.131,752 1,593,428,360 
94 10/1/06 582,131,752 5,268,292 36,409,295 545,722,458 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 12/1/06 508,983,659 4,606,302 37,071,285 471,912,374 1,608,241,742 
97 1/1/07 471,912,374 4,270,807 37,406,780 434,505,593 1,612,512,549 
98 2/1/07 434,505,593 3,932,276 37,745,312 396,760,282 1,616,444,825 
99 3/1/07 396,760,282 3,590,681 38,086,907 358,673,375 1,620.035,505 
100 4/1/07 358,673.375 3,245,994 38,431,593 320,241,782 1,623,281,499 
101 5/1/07 320,241,782 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 7/1/07 242,332,030 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 12/1/07 41,303,788 373,799 41,303,788 0 1,636,460,415 | 
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PENNSYLVANIA POWER & LIGHT COMPANY 
Docket No. R-00973954 

Interrogatories and Requests for Documents to 
Office of Consumer Advocate 

Set I 

Question for Douglas C. Smith 

PPL-I-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-I-8 Answer: 

The 12.75 percent real-levelized carrying charge rate reflects a review of the carrying 
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-I-24 and OCA-III-74, PP&L declined to provide the carrying charge 
rate assumption(s) underlying Dr. Jones' market price analysis. 
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CAPITAL CHARGE RATE 

Calculations 

Book Net Asset 
Depreciation 
Interest 
Preferred 
Equity 
Income taxes 
Other 

Total 
NPV 

Real Annuity 
Real CCR 

Tax Net Asset 
Tax Depreciation 
Book Depreciation 
Tax Effect 

10 11 12 
1000 950 900 850 800 750 700 650 600 550 500 

50 50 50 50 50 50 50 50 50 
34 32 31 29 27 26 24 22 

72 
__0 
68 

_20 
0 

_50 
19 

_50 
17 

450 
50 
15 

65 61 58 54 50 47 43 40 36 
25 26 27 28 28 29 27 25 23 21 19 

j32 
17 

10 10 
191 187 162 177 171 166 158 151 143 135 

S 
127 

1155 
120 

12.0% 
1000 925 856 791 732 677 

75 69 64 59 55 51 
626 

50 
576 

50 
526 
50 

476 
50 

426 
50 

50 50 50 50 

120 

376 
50 

13 
400 
50 
14 

q 
29 
16 
4 

112 

326 

50 
25 19 14 

J O 
1 

50 50 50 50 50 50 
J O 
JO 

0 

14 
350 
50 
12 

_25 
14 

104 

276 
50 
50 

15 
300 

50 
10 

q 
22 
12 

96 

226 
50 
50 

16 
250 

50 

J18 
10 

89 

176 
50 
50 
q 

18 
28 

17 
200 
50 

7 
0 

14 
8 
2 

81 

126 
50 
50 
0 

14 
22 
22 

8 

PAT 
PBT 
Tax PBT 

72 68 65 61 
72 
72 

75 
75 

_78 
78 

80 
58 
81 

54 50 47 43 40 36 32 29 
82 78 

25 
72 66 61 55 50 44 39 

22 
33 

Tax 

Input Assumptions 
Asset 
Book Depreciation 
Tax Depreciation 
% Debt 
% Preferred 
% Equity 

80 81 82 78 72 66 61 
25 26 27 28 

55 
28 29 27 25 23 21 19 

JO 
17 

44 
16 

39 
14 

1000 
5% 

Capital Charge Rate 

150% 
40.0% 

0.0% 
60.0% 
6.5% 

100% 

12.0% 

Life 20 

J 3 
12 

2B 
10 

Cost of Debt 
Cost of Preferred 
Cost of Equity 
Tax Rate 
Other 
Consumer's Discount Rate 
Inflation Rate 
Real Discount Rate 
WACC- AT 
WACC-BT 

7.5% 
12.0% 
35.0% 

1.0% 
12.0% 
3.5% 
8.2% 
9.4% 

14.5% 

Page 1 
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CAPITAL CHARGE RA -

Calculations 
IB 19 20 21 22 23 24 25 26 27 28 29 30 

Book Net Asset 150 100 50 
Depreciation 50 50 50 
Interest 5 3 2 
Preferred 0 0 0 
Equity 11 7 4 
Income taxes 6 17 29 0 0 0 0 0 0 0 0 0 0 
Other 2 1 1 0 0 0 0 0 0 0 0 0 0 

Total 73 78 85 0 0 0 0 0 0 0 0 0 0 
NPV 

Real Annuity 
Real CCR 

Tax Net Asset 76 26 0 
Tax Depreciation 50 26 0 0 0 0 0 0 0 0 0 0 0 
Book Depreciation 50 50 50 0 0 0 0 0 0 0 0 0 0 
Tax Effect 0 -24 -50 0 0 0 0 0 0 0 0 0 0 
PAT 11 7 4 0 0 0 0 0 0 0 0 0 0 
PBT 17 47 82 0 0 0 0 0 0 0 0 0 0 
Tax PBT 17 47 82 0 0 0 0 0 0 0 0 0 0 
Tax 6 17 29 0 0 0 0 0 0 0 0 0 0 

Input Assumptions 
Asset 
Book Depreciation 
Tax Depreciation 
% Debt 
% Preferred 
% Equity 
Cost of Debt 
Cost of Preferred 
Cost of Equity 
Tax Rate 
Other 
Consumer's Discount 
Inflation Rate 
Real Discount Rate 
WACC- AT 
WACC-BT 

Page 2 
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REVENUE REQUIREMENTS WORKSHEET: VERSION 1 

Calculates:Yearly Rev Req, NPV Rev Req, Levelized Values,and Fixed Charge Rates for a nominal $100 capital expenditure 

lnputs= /-.r"! 

1) 

2) 
3) 
4) 
5) 
6) 

7) 

COST OF CAPITAL: RATIO (%) COST (%) 
DEBT: ..i-v-.- 40-00% ::8.50% 
PREFERRED: - 0.00% v x 0.00% 
COMMON: 60.00% 12.00% 

PROPERTY TAX RATE: 
INSURANCE COST RATE: 
REVENUE TAX RATE: 
EFFECTIVE INCOME TAX RATE: 

2.50% 
1.00% 

.1.47% 
35;00% 

BEFORE TAX AFTER TAX 

WEIGHTED WEIGHTED 

COST COST 

3.40% 2.21% 
0.00% 0.00% 
7.20% 7.20% 

10.60% 9.41% 

BOOK LIFE lyrs) , ; 30 
TAX LIFE (yrs) - 20 
INFLATION RATE 3.00% 

<= 30 
<= 30 
used for ECC calc 

Assumptions 
In-service dale lax value equals in-service date book value for current/def tax calculations. The tax value wi l l not be 
equal to the book value (AFUDC rate wi l l not equal capilalized interest rale) but Ihe difference is small enough to ignore 
Revenue requirements are End of Yr (EOY) basis 
Property / Insurance lax based on original book value 
Rate base is reduced by accumulated deferred taxes 
Tax depreciation method is 150% declining balance to straight-line 

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

equity return 
debt return 
book depr 
def taxes 
prop taxes 
insur cost 
rev tax 

8) 

[equity ret +book depr +def tax 

Economic Carrying Charge calc uses after tax discount rate for PRV 

Tax Deductable Exp] 

interest exp 
tax depr 

prop taxes 
insur cost 
rev tax 

tax deprl 

{Inc tax rate/1 -Inc tax rate) 

tine tax rate/1-inc tax rate) 

> > 
Q. f t 
a. rt 
— (u 
rr n 

si 
rT 

> 

Page 1 
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YR 
GROSS 
PLANT 

ACCOM 
DEPR 

ACCOM 
DEF TAX 

EOY 
RATE 
BASE 

BOOK 
DEPR 

DEBT EQUITY CURRENT DEF 
RETURN RETURN TAXES TAXES 

0 
1 100.00 3.33 0.15 96.52 3.33 
2 100.00 6.67 1.51 91.83 3.33 
3 100.00 10.00 2.68 87.32 3.33 
4 100.00 13.33 3.67 83.00 3.33 
5 100.00 16.67 4.50 78.83 3.33 
6 100.00 20.00 5.19 74.81 3.33 
7 100.00 23.33 5.73 70.94 3.33 
8 100.00 26.67 6.15 67.19 3.33 
9 100.00 30.00 6.54 63.46 3.33 

10 100.00 33.33 6.94 59.73 3.33 
11 100.00 36.67 7.33 56.00 3.33 
12 100.00 40.00 7.73 52.27 3.33 
13 100.00 43.33 8.12 48.54 3.33 
14 100.00 46.67 8.52 44.82 3.33 
15 100.00 50.00 8.91 41.09 3.33 
16 100.00 53.33 9.31 37.36 3.33 
17 100.00 56.67 9.70 33.63 3.33 
18 100.00 60.00 10.10 29.90 3.33 
19 100.00 63.33 10.49 26.18 3.33 
20 100.00 66.67 10.89 22.45 3.33 
21 100.00 70.00 10.50 19.50 3.33 
22 100.00 73.33 9.33 17.33 3.33 
23 100.00 76.67 8.17 15.17 3.33 
24 100.00 80.00 7.00 13.00 3.33 
25 100.00 83.33 5.83 10.83 3.33 
26 100.00 86.67 4.67 8.67 3.33 
27 100.00 90.00 3.50 6.50 3.33 
28 100.00 93.33 2.33 4.33 3.33 

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 
1.52 
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 

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 
0.31 

3.60 
2.20 
2.22 
2.22 
2.22 
2.22 
2.21 
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 

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 
-1.17 
-1.17 
•1.17 
-1.17 
-1.17 
-1.17 
-1.17 

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 
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
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 
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2 9 
3 0 

100.00 96.67 
100.00 100.00 

1.17 
0.00 

2.17 
0.00 

3.33 
3.33 

0.07 
0.00 

0.16 
0.00 

1.25 
1.17 

-1.17 
-1.17 

2.50 
2.50 

1.00 
1.00 

i 

BOOK 
DEPR 

DEBT 
RETURN 

EQUITY 
RETURN 

CURRENT 
TAXES 

DEF 
TAXES 

PROP 
TAXES 

INSUR­
ANCE 

PRESENT VALUE t@ 9.41% ) 33.04 21.28 45.07 19.74 4.53 24.78 9.91 
FIXED CHG RATE { 9 . 4 1 % J — 3.33 2.15 4.55 1.99 0.46 2.50 1.00 

PRV PRESENT VALUE (@. 9 . 4 1 % ) 36.15| 23.28 49.31 21.59 4.96| 2 7 . 1 1 | 10.84 
PRV FIXED CHG RATE { 9 . 4 1 % ) 

= 
3.65 2.35 4.97 2.18 0.50 2.74 1.09 

PRESENT VALUE (@ 10.60% ) 1 29.92| 19.891 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% ) I 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 3.75 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 
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12 3.33 40.00 4.46 62.08 7.33 0.39 7.73 
13 3.33 43.33 4.46 66.54 7.73 0.39 8.12 
14 3.33 46.67 * 4.46 71.00 8.12 0.39 8.52 
15 3.33 50.00 4.46 75.46 8.52 0.39 8.91 
16 3.33 53.33 4.46 79.92 8.91 0.39 9.31 
17 3.33 56.67 4.46 84.38 9.31 0.39 9.70 
18 3.33 60.00 4.46 88.85 9.70 0.39 10.10 
19 3.33 63.33 4.46 93.31 10.10 0.39 10.49 
20 3.33 66.67 4.46 97.77 T0.49 0.39 10.89 
21 3.33 70.00 2.23 100.00 10.89 -0.39 10.50 
22 3.33 73.33 0.00 100.00 10.50 -1.17 9.33 
23 3.33 76.67 0.00 100.00 9.33 -1.17 8.17 
24 3.33 80.00 0.00 100.00 8.17 -1.17 7.00 
25 3.33 83.33 0.00 100.00 7.00 -1.17 5.83 
26 3.33 86.67 0.00 100.00 5.83 -1.17 4.67 
27 3.33 90.00 0.00 100.00 4.67 -1.17 3.50 
28 3.33 93.33 0.00 100.00 3.50 -1.17 2.33 
29 3 ;33 96.67 0.00 100.00 2.33 -1.17 1.17 
30 3.33 100.00 0.00 100.00 1.17 -1.17 0.00 
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REVENUE REVENUE 
TOTAL 

REVENUE 

0.128 535 1.197 81.9706 

REQMT TAX REQMT DATA FOR GRAPH 

YR BK DEPR P TAXES INSUR EQ RET DEBT RET 
20.81 0.31 21.12 1 3.33 2.50 1.00 6.95 3.28 
20.13 0.30 20.43 2 3.33 2.50 1.00 6.61 3.12 
19.48 0.29 19.77 3 3.33 2.50 1.00 6.29 2.97 
18.85 0.28 19.13 4 3.33 2.50 1.00 5.98 2.82 
18.25 0.27 18.52 5 3.33 2.50 1.00 5.68 2.68 
17.66 0.26 17.93 6 3.33 2.50 1.00 5.39 2.54 
17.10 0.26 17.36 7 3.33 2.50 1.00 5.11 2.41 
16.56 0.25 16.81 8 3.33 2.50 1.00 4.84 2.28 
16.02 0.24 16.26 9 3.33 2.50 1.00 4.57 2.16 
15.48 0.23 15.71 10 3.33 2.50 1.00 4.30 2.03 
14.94 0.22 15.16 11 3.33 2.50 1.00 4.03 1.90 
14.40 0.21 14.62 12 3.33 2.50 1.00 3.76 1.78 
13.86 0.21 14.07 13 3.33 2.50 1.00 3.50 1.65 
13.32 0.20 13.52 14 3.33 2.50 1.00 3.23 1.52 
12.78 . 0.19 12.97 15 3.33 2.50 1.00 2.96 1.40 
12.24 0.18 12.42 16 3.33 2.50 1.00 2.69 1.27 
11.70 0.17 1*1.88 17 3.33 2.50 1.00 2.42 1.14 
11.16 0.17 11.33 18 3.33 2.50 1.00 2.15 1.02 
10.62 0.16 10.78 19 3.33 2.50 1.00 1.88 0.89 
10.08 0.15 10.23 20 3.33 2.50 1,00 1.62 0.76 
9.66 0.14 9.80 21 3.33 2.50 1.00 1.40 0.66 
9.34 0.14 9.48 22 3.33 2.50 1.00 1.25 0.59 
9.03 0.13 9.16 23 3.33 2.50 1.00 1.09 0.52 
8.72 0.13 8.85 24 3.33 2.50 1.00 0.94 0.44 
8.40 0.13 8.53 25 3.33 2.50 1.00 0.78 0.37 
8.09 0.12 8.21 26 3.33 2.50 1.00 0.62 0.29 
7.77 0.12 7.89 27 3.33 2.50 1.00 0.47 0.22 
7.46 0.11 7.57 28 3.33 2.50 1.00 0.31 0.15 

INC TAX 
3.74 
3.56 
3.39 
3.22 
3.06 
2.90 
2.75 
2.60 
2.46 
2.32 
2.17 
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 

REV 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 
0.21 
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 

K = 
EVELIZE 

17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 
17.74 

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 

Page 6 



.eetl 

7.15 0.11 7.25 
6.83 0.10 6.94 

TOTAL 
REVENUE REVENUE REVENUE 

REQMT TAX REQMT 
158.341 2.36| 160.701 

15.98 0.24 16.21 

173.24 2.58| 175.821 
17.48 0.26 17.74 

146.02 2.18 148.19| 
16.27 0.24 16.51 

161.49| 2.41 163.901 
17.99 0.27 18.26 

29 
30 

3.33 
3.33 

2.50 
2.50 

1.00 
1.00 

0.16 
0.00 

0.07 
0.00 

0.08 0.11 
0.00 0.10 

PV check 

17.74 
17.74 

28.17 
29.02 

175.82] 175.821 

1.0941 
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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, 1998,1 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 

Craig R. Burgraff, Esq. 
James A. Mullins, Esq. 
Office Of Consumer Advocate 
555 Walnut Street 
Forum Place, 5th Fir. 
Harrisburg, PA 17101-1921 

David M. Kleppinger, Esq. 
Robert A. Weishaar, Jr., Esq. 
Pamela C. Polacek, Esq. 
Robert Mills, Esq. 
McNees, Wallace & Nurick 
P. O. Box 1166 
100 Pine Street 
Harrisburg, PA 17108 

for PPLICA 

HA01/63193.1 



VIA HAND D E L I V E R Y 

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 
for Mid-Atlantic Power Supply Assoc. 

Patricia Armstrong, Esq. 
Regina L. Matz, Esq. 
Thomas, Thomas, Armstrong & Niesen 
212Locut 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 
for 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 
for GPU Energy 

Susan M. Shanaman, Esq. 
212 North Third Street 
Suite 203 
Harrisburg, PA 17101-1505 
for Center for Energy and Econ. Dev. 

VIA F E D E R A L EXPRESS AND F A C S I M I L E 

Craig A. Doll, Esq. 
214 State Street 
Harrisburg, PA 17101 
for Delmarva Power & Light Company 

David A. McCormick, Esq. 
Department Of The Army 
Office of The Judge Advocate General 
901 North Stuart Street 
Arlington, VA 22203-1837 

HA01/63193.1 



VIA F E D E R A L EXPRESS AND F A C S I M I L E 

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 

for Allegheny Power 

Joseph A. Dworetzky, Esq. 
Hangley Aronchick Segal & Pudlin 
One Logan Square 
Twelfth Floor 
Philadelphia, PA 19103-6933 
for 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 
for Schuylkill Energy Resources, inc. and Gilberton 
Power Company 

Joan O. Brandeis, Esq. 
Schnader, Harrison, Segal & Lewis 
Suite 3600 
1600 Market Street 
Philadelphia, PA 19103-4252 
for Bethlehem Steel Corporation 

Linda C. Smith, Esq. 
Dilworth, Paxson, Kalish & Kauffman LLP 
305 N. Front Street 
Suite 403 
Harrisburg, PA 17101-1236 
for American Association of Retired Persons 

Gordon J. Smith, Esq. 
John & Hengerer 
1200 17lh Street, N.W. 
Suite 600 
Washington, DC 20036-3006 

for 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 
for Comm 'n on Economic Opportunity 

Billie E. Ramsey, Executive Director 
ARIPPA 
1300 Market Street, Suite 7 
Lemoyne, PA 17043 

HA01/63193.1 



VIA FEDERAL EXPRESS AND FACSIMILE 

Bruce A. Connell 
General Counsel 
600 N. Dairy Ashford, ML-1034 
Houston, TX 77079 
for DuPont Power Marketing 

Scott J. Rubin, Esq. 
3 Lost Creek Drive 
Selinsgrove, PA 17870-9357 
forlBEW, Local J600 

Gary A. Jeffries, Esq. 
CNG Energy Services Corporation 
One Park Ridge Center 
P.O. Box 15746 
Pittsburgh, PA 15244-0746 
for CNG 

Attorney of Record 
Environmental Energy Project 
3700 Vartan Way 
Harrisburg, PA 17110 
for Environmentalists 

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

for Environmentalists 

Usher Fogel, Esq. 
Roland, Fogel, Koblenz & Carr, LLP 
1 Columbia Place 
Albany, NY 12207 
for Pennsylvania Petroleum Association 

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

Robert D.Knecht 
Industrial Economics Incorporated 
2067 Massachusetts Avenue 
Cambridge, MA 02140 

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

Robert P. Haynes, III, Esq. 
Mette, Evans & Woodside 
3401 North Front Street 
P. O. Box 5950 
Harrisburg, PA 17110-0950 
for PA Electric Consumers Council 

Paul E. Russell 

HA01/63193.1 



COMMONWEALTH OF PENNSYLVANIA 

DATE: June 29, 1998 

SUBJECT: R-00973954 

REP 

TO: O f f i c e of Special Assistants 

FROM: y t f / j a m e s J. McNulty, Secretary 

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

Attached i s copy of PP&L.Inc.'s P e t i t i o n f o r 
Reconsideration, C l a r i f i c a t i o n , Amendment, Correction, 
and Supersedeas of the Order Entered on June 15, 1998 
and f o r Expedited Consideration of t h i s P e t i t i o n f i l e d 
i n connection w i t h the above docketed proceeding. 

This matter i s assigned t o your O f f i c e f o r 
appropriate action. 

Attachment 

cc: Law Bureau - w/copy of p e t i t i o n 

wjz 

% 1 / FOLDER 
^J^, DQCUME 



C O M M O N W E A L T H O F P E N N S Y L V A N I A 
P E N N S Y L V A N I A P U B L I C U T I L I T Y C O M M I S S I O N 
P.O. B O X 3 2 6 5 , H A R R I S B U R G , PA 1 7 1 0 5 - 3 2 6 £ n 

June 29, 1998 

IN REPLY PLEASE 
^ 0 REFER TO OUR FILE 

CO 

Ms. Janet K. Weidensaul, Chairman 
Commissioners' Office 
Monroe County 
Administrative Center 
One Quaker Plaza 
Stroudsburg, PA 18360-2192 

Dear Ms. Weidensaul: 

in 

o 

3 

vJ3 
CP 

. - 1 " — 

CO 

Thank you for your June 5, 1998 letter to Governor Tom Ridge rega#lingr 
the Public Utility Commission's recent decision in the matter of PP&L^s finaU-
restructuring plan under the Electricity Generation Customer 
Competition Act. 

Choicj> a n d 0 0 

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 I 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 I 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 Hon. Tom Ridge 
PUC Chairman John Quain 
Secretary James McNulty 

fsemary CnbVetfa, Esq. 
Director of Legis lat ive^^fa^"^ 

JUL 0 I 1998 



C O M M O N W E A L T H O F P E N N S Y L V A N I A • 
P E N N S Y L V A N I A P U B L I C U T I L I T Y C O M M I S S I O N 
P.O. B O X 3 2 6 5 , H A R R I S B U R G , PA 1 7 1 0 5 - 3 2 6 5 < 

June 29, 1998 

Mr. Greg Christine, Vice Chairman 
Commissioners' Office 
Monroe County 
Administrative Center 
One Quaker Plaza 
Stroudsburg, PA 18360-2192 

cn 
c n 

o 
o 

IN REPLY PLEASE 
REFER TO OUR FILE 

Dear Mr. Christine: 

CO 
Thank you for your June 5, 1998 letter to Governor Tom Ridge^regarcttpg 

the Public Utility Commission's recent decision in the matter of P£&|r!s final 
restructuring plan under the Electricity Generation Customer Cfip^e arjid 
Competition Act. 

CO 
rn 

Please know that the Commission's decision of June 4, 1998, isifirti l, and 
that PP&L is now free to decide whether it will appeal the Commission's fingl 
order. Please, know that the Commission made its decision according to^/ idence 
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 I 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 I have taken the liberty of forwarding your letter to the Secretary of the 
Commission for inclusion into the official file of this proceeding.. 

Rosemary Chiavetta, Esq. 
Director of Leot^lative Affairs 

cc: Governor Tom Ridge 
PUC Chairman John Quain 
Secretary James McNulty 



To; Doris Reynolds 
From: Adams, Chris 

6-10-98 3;.43ptQ P. 2 of 3 

IONEES' UFFICE 

M O N R O E 

COMMESSIONEBS: 
Janet K. Weidensaul, Chainnan 
Greg Christine, Vice Chairman 
James E. Gadue, Commissioner 

l \ COUNTY 

SOUOTOR: 
John B. Dunn 

Chief Oerk/Administraton 
Robert J.Gress 

Junei, 1998 

The Honorable Thomas J. Ridge 
Room 225C Main Capitol Building 
Harrisburg, PA 17120 

DearGovemor 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 7th. The May 14th 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 strong rote in the 
economic development and neighborhood revitalization of our area. This will 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. Collaboration 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. 

Admrnistrative Center One Quaker Pliza, Stroudsbuis, PA 18360-2192 • 717-420-3450 • Fax 717-420-3458 

Pp/pived Time' I n . 10. '2:42PM 
Prut Thw JnMO. 2 : 4 4 P M 



r To: Doris Reynolds From: Adams, Chris 6-10-98 3:43pm p, 3 of 3 

The Honorable Thomas.J. Ridge j " 1 1 6 5 . 1 9 9 8 

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

Respectfully yours, 

O • 

Janet K^eidensaul, Chairman 

Greg Chystine, Vice-Chairman 

Received Time Jun. 10. •2:42PM Print Time Jun. 10. 2:44PM 



• C O M M O N W E A L T H O F P E N N S Y L V A N I A J " 
P E N N S Y L V A N I A P U B L I C U T I L I T Y C O M M I S S T p N 
P O . B O X 3 2 6 5 , H A R R I S B U R G , PA 1 7 1 0 5 - 3 ? g 5 

CD 
r o 

June 29, 1998 

IN REPLY PLEASE 
REFER TO OUR FILE 

Mr. Joseph Capita 
President 
United Way of the Capital Region 
One United Way 
Harrisburg, PA 17110 

Dear Mr. Capita: 

m 
CO 
TV 
—\TO 

3R 

CO 

CO 
O 

—r rn Thank you for your June 18, 1998 letter to Chairman Jo^pcQuaip of the 
Public Utility Commission regarding the Commission's recent xjEjpcisiofi. in the 
matter of PPStL's final restructuring plan under the Electricity GSfleration 
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 PPSiL 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 I 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 I have taken the liberty of forwarding your letter to the Secretary of the 
Commission for inclusion into the official file of this proceeding. 

a, Esq. 
lative Affairs 

cc: Chairman Quain 
Secretary McNulty, 



p.-

One United Way • Harrisburg, PA 17 

June 18, 1998 

United Way b^epapjfa^Region 

255-1 10 • 717r255-1010£ fax; 717-257-1908 

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 

JMC/mpg 

Enclosure 

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



United Way of the Capital Region 

One United Way • Harrisburg, PA 17110 • 7 f 7-255-1010 • fax: 717-257-1908 
June 15, 1998 

Mr. William F. Hecht 
Chainnan President & CEO 
PP&L Resources Inc. 
2 North 9Ih 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 i f 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 involvement as community partners 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 Piccoia and the PUC, so they are 
aware of our support of your fine organization. 

President/CEO 

JMC/mpg 

cc: Senator Jeffrey Piccoia 
PUC "Uave a Legacy" 

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



C O M M O N W E A L T H O F P E N N S Y L V A N I A 
P E N N S Y L V A N I A P U B L J C U T I L I T Y C O M l V f i S S I O N 
R O . B O X 3 2 6 5 , H A R R I S B U R G , PA 1 7 1 0 S - 3 2 6 5 

June 29, 1998 

IN REPLY PLEASE 
REFER TO OUR FILE 

Mr. Howard G. Graeffe 
Executive Director 
National Institute for Environmental Renewal 
1300 Old Plank Road 
Mayfield, PA 18433 

Dear Mr. Graeffe: 

CP CO 
m 
'<r> 1 

CP 
CP 

CO 

Thank you for your June 15, 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 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 I 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 I have taken the liberty of forwarding your letter to the Secretary of the 
Commission for inclusion into the official file of this proceeding.. 

'Rosemary Chuaveftta, Esq. 
Director of Legislative Affairs 

cc: The Hon. Tom Ridge 
PUC Chairman John Quain 
Secretary James McNultyv 
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NATIONAL 
I NSTITUTE FOR 

E NVIRONMENTAL 
I? ENEWAL 

1300 OLD PLANK ROAD, MAYFIELD, PA 18433 
TEL: (717) 282-0302 
FAX: (717) 282-3381 

INTERNET: infodafauMg 

June 15,1998 

Honorable Thomas Ridge 
Governor of Pennsylvania 
225 Main Capitol 
Hairisburg, PA 17120 

Dear Governor Ridge: 

I 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 
solid reputation for community service as well. It is important that PP&L have a reasonable 
opportunity to compete in the new electricity 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 considering these comments. 

Sincerely, 

Howard G. Graeffe 
Executive Director 

HGG/cds 

Received Time Jun, 19. li;05AM Print Time Jun. 19. 11:06AM 
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June 29, 1998 

IH REPLY PLEASE 
REFER TO OUR FILE 

Mr. Daniel Henning, Chairman 
The Jacob Stroud Corporation 
22 N. Seventh Street 
Stroudsburg, PA 18360 

Dear Mr. Henning: 

<:/> 
P i 
o 

v , 0 

C D 

Thank you for your June 9, 1998 letter to Governor Tom Ridge regarding 
the Public Utility Commission's recent decision in the matter ^T 'P&tTs final 
restructuring plan under the Electricity Generation Custome^n Chojce and 
Competition Act. c: 

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

Rosemary Cmawetta, Esq. 
Director of Leqislative Affairs 

cc: The Hon. Tom Ridge 
PUC Chairman John Quain 
Secretary James McNulty 
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Brian Stone 
James Gilbert 
David Ross 
Dan Henning 
john Burrus 

BOARD MEMBERS 
Harry F. Lee 
Allan A Hecht 
Janet MIshkin 
J. Patrick Hickey 
Jere Dunkelberger 

Ken Lang 
Paul Cane van 
Mary Meinelt 
Terry Roeber 
Kirby Upright 

22 NORTH SEVENTH STREET STROUDSBURG, 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 Governor Ridge: 

I serve as Chairman of the Board of the Jacob Stroud Corporation. The Jacob Stroud 
Corporation is a non-pro6t 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 several awards for its work in Downtown 
Stroudsburg over the past several years. 

Among the undertakings of the Jacob Stroud Corporation the most important single 
success has been its recipientship of grants from Pennsylvania 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 exclusively 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 Ught involves an expenditure by that company of $3,000,000.00 per year in Pennsylvania 
municipalities., . 

A recent news article indicated that the Pennsylvania Public Utility 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. 

Received Time Jun. 11. 1:03PM Print Time jun. 11. 1:06PM 
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The news reports indicate that the failure of the PUC to recognize and permit 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 nuances 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 from whatever other benefits might supposedly result from the 
restructuring. 

Looking at the matter in a different light, the Jacob Stroud 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 throughput PP&L's service area that r.-'-̂  
have benefited from its programs or stand to benefit in the future are not, in my view, minor 
constituencies in any respect. 

I apologize for the fact that I am not sufficiently learned in these matters to seek any 
specific assistance from the Governor's office but I do feel that our concerns are sufficiently 
legitimate to bring them to your attention. 

Sincerely yours, 

Daniel Henning, Chain™ 

DH/cab 

Received Time- Jun. 11.' 1:03PM .' Print Time • Jun.il. 1:06PM 
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June 29, 1998 

IN REPLY PLEASE 
REPER TO OUR FILE 

Mr. Ronald T. Bailey, AICP 
Planning Director 
Lancaster County Planning Commission 
50 North Duke Street 
P. O. Box 83480 
Lancaster, PA 17608-3480 

Dear Mr. Bailey: 
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Thank you for your June 8, 1998 letter to Governor TorfTRidge regarding 
the Public Utility Commission's recent decision in the matter of PPS.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 I 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 I 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 Honorable Tom Ridge 
PUC Chairman John Quain 
Secretary James McNulty./ 

remary Chiavetta, t s q . 
Director of Leoislative Affairs 
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. A N C A S T E i t C O U N T Y 
LANCASTER COUNTY PLANNING COMMISSION 

COUNTY COMMISSIONERS 
TERRY L. KAUFFMAN, Chairman 

.PAUL THIBAULT. .Vba Chairman 
BON FORD 

50 NORTH DUKE STREET 
PO BOX 834SO, 

IAN CASTER. PA 17608-3480 
TELEPHONE: 717-2M-B333 

FAX: 717-295^3859 

RONALD T. BAILEY 
Planning Dimctor 

8 June 1998 

The Honorable Thomas Ridge . 
Governor 
Commonwealth of Pennsylvania 
225 Main Capitol 
Harrisburg, PA 17120 

Dear Governor Ridge:. 

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

We are extremely concerned with the 14 May 1998 and 4 June .1998 decision from the state Public 
Utilities Commission (PUC). A review of the background infoimation in the case, the facts presented 
at the proceedings, and the decision of the PUC will show that, in our judgement, the Pennsylvania 
Power and Light Company (PP&L) is being penalized when compared to other electrical utilities. 
The result of the PUC decision could be a significant reduction in the economic development services 
offered by PP&L. , : . . 

The Lancaster County Planning Commission1 strongly supports your efforts as Governor of the 
Commonwealth to deregulate the power industry: Deregulation, however, should not result in an 
erosion of economic development recruitment and retention efforts undertaken.by private industry. 
The effects of the PUC decision, as it presently stands, wouid come at great cost to the economic 
future of this region. The PUC decision will place PP&L at a competitive disadvantage in relation 
to other providers who have not exercised the same level of corporate involvement and community 
responsibility. 

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

fern 
LANCASTER COUNTY • ESTABUSHED 1739 
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For years, PP&L has provided financial. and technical support to community and economic 
deveiopment initiatiyes. The planning and development assistance provided by PP&L over the years 
has been extremely valuable in attracting new industry to Lancaster County. Moreover, the support 
and expertise of Lawrence Downing, PP&L community development director, has been especially 
helpful to the planning commission and to the implementation of Lancaster County's economic 
deveiopment planning goals. 

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

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

Respectfully, 

cc: 

'Ronald YTtfaSeyf^^' ' 
Planning DirfeCtSr 

Terry L. Kauffman, Chainnan . 
Paul Thibauh, Vice Chairman 
Ron Ford Commissioner 

Board of County Commissioners for Lancaster County 

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

'".'Recefve'd Time -'; Jun. 10. 12:49PM'.- Print Time • ' Jun/lO. 1?:M 
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June 29, 1998 

IN REPLY PLEASE 
REFER TO OUR FILE 

Mr. Robert Uguccioni 
Executive Director 
Pocono Mountains Vacation Bureau 
Chamber of Commerce 
1004 Main Street 
Stroudsburg, PA 18360 

Dear Mr. Uguccioni: 
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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 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 I 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 I have taken the liberty of forwarding your letter to the Secretary of the 
Commission for inclusion into the official file of this proceeding. 

tosemary Chia 
Director of Legi 

Esq. 
citive Affairs 

cc: The Hon. Tom Ridge 
PUC Chairman John Quain 
Secretary James McNulty. 
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June 3, J998 

Governor Thomas Ridge 
Room 225 Main Capitol 
Harrisburg, PA 17120 • 

Dear Governor Ridge: 

The Pocono Mountains Vacation Bureau, Inc.,. which represents the tourism industry in Carbon, 
Monroe, Pike and Wayne counties, here in Northeastern Pennsylvania, supports the efforts of the 
Pennsylvania Power & Light Company. 

We understand that the Public Utility Commission (PUC) rejected a 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 environmental issues, which have 
greatly benefitted the number one industry in our area and the number two industry in the 
Commonwealth. 

The relationship that we have with PP&L is excellent. Their personnel are very involved in the 
community. They are active in our United Way campaigns. They provide 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. It would be 
extremely unfortunate if the PUC were to damage this fine organization's financial stability in any 
way. I have been doing my job for thirty years now as Executive Director and can truthfully say that 
we have never had a 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 Pennsylvania to grow into a major economic activity. 
We would strongly urge your support for their position on this matter and I personally would be 
available to talk with you ait any time concerning our support. 

Your Friend in the Poconos, 

Robert Uguccioni 
Executive Director 
RU/ks 

-ennsytvama 
Meiwinn las) a lilrtin*. 
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"The Pocono Northeast" 
2400 SQUARE MILES OF LAKE-STUDDED WOODLAND SLOPES 

EMBRACING 80%-OF PENNSYLVANIA'S RESORT FACILITIES 
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IN REPLY PLEASE 
REFER TO OUR FILE 

June 29, 1998 

Matthew J. Connell, Ph.D. 
Dean, Monroe Campus 
Northampton Community College 
P. 0. Box 639 
Tannersville, PA 18372 

Dear Dr. Connell: 

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, 1998, is final, and 
that PP81L 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 I 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 I have taken the liberty of forwarding your letter to the. Secretary of the 
Commission for inclusion into the official file of this proceeding. 

fsemary ChiaQ^tta, Esq. 
Director of Legislative Affairs 

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

Monroe Campus 

June 4.1998 . 

The Honorable 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. 1 am 
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 counties in the state, is 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 a positive impact on the community by encouraging 
planned, balanced growth, and by contributing financial and personnel resources to these efforts. 
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 histoiy of 
working together to better the region. I believe it is important that we continue with ihis 
partnership; again, a balanced decision by the PUC will enable our relationship to continue. 

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

Sincerely, 

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

P.O. llox <\V->. TunniTHvillc. l'i.-nnsy}Y;mi;i IK .Vi 
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June 29, 1998 

IN REPLY PLEASE 
REFER TO OUR FILE 

Ms. Ruth Zimmerman, Chairperson 
Union County Commissioners 
103 South Second Street 
Lewisburg, PA 17837-1996 

Dear Ms. Zimmerman: 

Thank you for your June 10, 1998 letter to Chairman John Quain of thi^p 
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. C-

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 I 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 I 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 Leg 
ta, Esq. 

fative Affairs 

cc: Chairman Quain 
Secretary McNulty , 



COMMISSIONERS OF UNION COUNTY 
103 SOUTH SECOND STREET - LEWISBURG, PENNSYLVANIA 17837-1996 - 717/524-8686 - FAX: 717/524-8635 

County Commissioners 

Ruth W. Zimmerman, Chairman 
W. Max Bossert, WceCha/rman 
Harry A. VanSickle, Secreiary 

Solicitor 
Andrew D. Lyons 

Chief Clerk 
Diana L. Robinson 

June 10, 1998 

Public Utility Commission 
C/O Chairman John M. Quain 
North Office Building 
PO Box 3265 

Harrisburg, PA 17105-3265 

Dear Chairman Quain: 

O CD 

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. 

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, 

Ruth W. Zimmerman, Chairperson 
Union County Commissioners 

Cc: Robert E. Ruffaner 
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June 29, 1998 

IN REPLY PLEASE 
REFER TO OUR FILE 

The Honorable Michael Hanna 
House of Representatives 
House Post Office - Main Capitol 
Harrisburg, PA 

Dear Representative Hanna: 

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 I 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 I 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 McNulty, 

[osemary Chia^e^ta, Esq. 
Director of Legislative Affairs 

DOCUMENT 
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MICHAEL K. HANNA, MEMBER" 

29 BELLEFONTE AVENUE 
LOCK HAVEN, PENNSYLVANIA 17745 

PHONE: (717)748-5480 
. TOLL-FREE: 1 (800) 845-7846 

508 BENNER PIKE 
SUITE 5 

BELLEFONTE, PENNSYLVANIA 15823 
PHONE: (814)353-8780 

Q ROOM 102-B EAST WING 
HOUSE BOX 202020 

HARRISBURG, PENNSYLVANIA 17120-2020 
PHONE: (717)772-2283 

COMMITTEES 

iJlouse of ̂ epresentatitos 
COMMONWEALTH OF PENNSYLVANIA 

HARRISBURG 

AGRICULTURE AND RURAL AFFAIRS 
GAME AND FISHERIES 
TOURISM AND RECREATIONAL 

DEVELOPMENT 

CAUCUSES 

NORTHWEST CAUCUS 
RURAL PENNSYLVANIA 
CENTRAL PENNSYLVANIA 
TIMBER 
FIREFIGHTERS 
IRISH 

June 16, 1998 

John Quain 
PUC Chairman 
104 North Office Bldg 
Harrisburg PA 17105 

Dear Chairman Quain: 

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, 

1L 

76 t h District 
State Representative 

MKH/jey 

cc: Wes Grand 
Don Stringfellow 

® recycled paper 



Clinton County 
Clinton County 
Economic Partnership 

P.O. Box 506 
_ . , . Lock Haven, PA 17745 

Economic Partnership (717)748 57e2 
(717) 893-4040 

J u n e 8 , 1 9 9 8 FAX (717) 893-4098 

The Honorable Michael K. Hanna . ^ 
76* District State Representative ' -'-S 
29 Bellefonte Avenue 
Lock Haven, Pa. 17745 

Dear Mike, 

I am writing with grave concerns over the apparent decision by the PUC to 
allow 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 
allowed 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 

years 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 dollar value to the support provided by their 
Community Development Directors and professional Economic Development 
staff, suffice it to say it would easily triple 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 

Wesley P. "Grand 
Chief Operating Officer 

Industry —'. Commerce Tourism 
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MICHAEL K. HANNA, MEMBER 

29 BELLEFONTE AVENUE 
LOCK HAVEN. PENNSYLVANIA 17745 

PHONE: (717)748-5480 
. TOLL-FREE; 1(000)845-7846 

508 BENNER PIKE 
SUITE 5 

BELLEFONTE. PENNSYLVANIA 16823 
PHONE: (814)353-8780 

ROOM 102-B EAST WING 
HOUSE BOX 202020 

HARRISBURG, PENNSYLVANIA 17120-2020 
PHONE: (717) 772-22S3 

COMMITTEES 

ffiawz of ^RspmottattSiM 
COMMONWEALTH OF PENNSYLVANIA 

HARRISBURG 

AGRICULTURE AND RURAL AFFAIRS 
GAMEAND FISHERIES 
TOURISM AND RECREATIONAL 

DEVELOPMENT 

CAUCUSES 

NORTHWEST CAUCUS 
RURAL PENNSYLVANIA 
CENTRAL PENNSYLVANIA 
TIMBER CO _ _ 
FIREFIGHTEHS ) ' ' 
IRISH rr; .* T 

June 10, 1998 

JOHN M QUAIN CHAIRMAN g p, 
PUBLIC UTILITY COMMISSION * 
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. 

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

Please provide me with a prompt response. 

MKH:mks 
enclosure 

cc: City of Lock Haven 

Very truly yours, 

MIKE HANNA 
State Representative 
76th District 

® recycled paper 
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20 E. CHURCH STREET 

LOCK HAVEN,.PA 17745-2599 

FAX (717) 893-5905 

JUN - & IS 
JuneS, 1998 

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 lawjudge 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 Micha^R. Hanna 
JuneS, 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 



Susquehanna 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 Val­
ley Development Group, Inc., hand­
ed the keys co David Allen and Joni 
BennetL 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. 

SVDG, Inc. has partnered 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 
all city utilities. 

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

First time home buyers David 
Aden and Joni Bennett in their 
new home. 

Susan Frazier accepted 
keys to her new home. 

the 

sylvania Power and Light Company, the homeowners are also eligible to re­
ceive $2,500 toward their downpayment The average monthly mortgage is 
S383 (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 the 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. 



Micro-enterprise program helps spark 
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 grant 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
centives 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 a maximum grant or 
"forgiveness loan" of $6,000. The 
amount is forgiven at a rate of 20 

SHOP 
Continued 

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 

ftom p. 1 
to a catalogue center, with thou­
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 Satur­
day, 10 a.m. to 9 p.m. 

percent per year over a five year pe­
riod. The applicant can also get a 
S4,000 loan at no interest, to be re­
paid over five years. 

Each applicant 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 to 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 Pan- • 
nership Program," and 550,000" i 
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 893-5803. 
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June 29, 1998 

IN REPLY PLEASE 
REFER TO OUR FILE 

The Honorable Joseph Battisto 
House of Representatives 
House Post Office - Main Capitol 
Harrisburg, PA 

Dear Representative Battisto: 
fa 

"-<r\ 
'•-"i 

- o 

Thank you for your June 16, 1998 letter to Chairman John Quain of the 
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 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 I 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 I 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 

tta, Esq. 
lative Affairs 
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J O S E P H W. BATTISTO, MEMBER 

POCOMO AMBULANCE BUILDING 
P.O. BOX #170 

TANNERSVILLE, PENNSYLVANIA 18372-0170 
PHONE: (717) 629-5322 

FAX: (717)620-9091 

MAIN CAPITOL BUILDING 
HOUSE BOX 202020 

HARRISBURG. PENNSYLVANIA 17120-2020 
PHONE: (717)783-9077 

FAX: {717)787-7588 
JMouse of R̂epresentattiies 

COMMONWEALTH OF PENNSYLVANIA 
HARRISBURG 

COMMITTEES 

TRANSPORTATION. DEMOCRATIC CHAIRMAN 

STATE TRANSPORTATION COMMISSION 
RAIL FREIGHT ADVISORY COMMITTEE 
RAILROAD SYSTEM CHANGES 

TASK FORCE 

June 16, 1998 

John M. Quain, Chairman 
Pennsylvania Public Utility Commission 
118 North Office Building 
Han-isburg PA 17105-3265 

Dear Mr. Quain: 

CT) 

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 to the filing of the Pennsylvania 
Power and Light with respect to their stranded cost recovery and associated transitional 
surcharge. The May 14th motion, as approved by the Commission, contradicted Ihe previous 
recommendation of the administrative lawjudge, 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 omitted from the prior ruling. In 
reviewing the substantive filing of the utility, I took note that Pennsylvania Power and Light 
absorbed approximately one/ninth of the allocated stranded costs before taking formal action to 
seek 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 to the competitive 
market and specified those costs that properly could be recovered. I realize that in your capacity 
as Chairman of the Commission, you are already aware of these dynamics; however, I 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 
efficient and safe operation to their respective customers. 

recycled paper 



John M. Quain, Chairman 
June 16, 1998 
page 2 

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 Pennsylvania 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, I 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. 

In 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, please do 
not hesitate to call upon me. 

Sincerely, 

0 
JOE BATTISTO 

JWB:bv 
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June 30, 1998 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
North Office Building 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

CO 

( 

CO 

o rn 
< 

rn 

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. 

Very truly yours, 

THOMAS, THOMAS, ARMSTRONG & NIESEN 

By 

Regina L. Matz 

Ends. 

I:\CLIENTS\UTIUTY\ARIPPA\PPL\LETTERS\063098.LTR f>. f \ p \ J M P (SIT 
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Before the 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Application of Pennsylvania 
Power & Light Company for 
Approval of Restructuring Plan 

Docket No. R-00973954 

1 
UUvJ 

PETITION 
OF 

ANTHRACITE REGION INDEPENDENT 
POWER PRODUCERS ASSOCIATION 

FOR RECONSIDERATION AND CLARIFICATION 
% 

Patricia Armstrong 
Thomas T. Niesen 
Regina L. Matz 

Attorneys for 
Anthracite Region Independent 
Power Producers Association 

DATED: June 30, 1998 

THOMAS, THOMAS, ARMSTRONG & NIESEN/' C l ^ 
212 Locust Street ^ ^ M ^ 
P.O. Box 9500 
Harrisburg, PA 17108-9500 
(717) 255-7627 



Before the 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Application of Pennsylvania Power 
& Light Company for Approval of 
Restructuring Plan 

Docket No. R-00973954 

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: 

I. 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. 
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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 million 

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 

Commonwealth. 

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 
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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. Schuylkill 

Energy/Gilberton Power Main Brief ("M.B.") at 27-28; Schuylkill 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 
Schuylkill 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. 
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II. LEGAL STANDARD 

8. 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: 

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 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. 

Duick at 559, 

9. As argued more fully below, ARIPPA respectfully 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-related 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. 

III. 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 ("PECO") Restructuring Order1 when PECO, using as 

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

operating NUG project. See, Grays Ferrv 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 filed 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"). 
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Company, et al. Court of Common Pleas, Philadelphia 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 

injunction; 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 file 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. 2 

12. ARIPPA does not intend to impugn PP&L by association with PECO'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, PECO 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.3 

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. 

3ln 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 III 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-reconcilable CTC is particularly 

inadequate and inappropriate. Attributing 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 a further 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 that 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 Law Which 
Requires the Commission To Afford Dollar-for-Dollar Recovery of Purchase 
Power Costs to Non-utilitv Generators. 

19. ARIPPA also 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 allow 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)t 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. LP. 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. LP.. 

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.g., Re 

Pennsylvania Electric Co. (Scruborass). 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 collect 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. Cmwlth. 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 conclusion 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 collect 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.4 Further, a non-

4Accord, 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 shal l allow 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 quality 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 Freehold in prior NUG pronouncements (see Scruborass 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 Overrecoverina 
NUG-related Stranded Costs, to the Exclusive Benefit of PP&L's 
Shareholders, 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. On May 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 facility. 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 QFs during the period 1990 -1995. 

30. Under Schuylkill 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 Financial 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 million. 

32. Absent a reconcilable 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 until 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 will 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. 

IV. 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 Ferrv. PECO 

argued the Commission's restructuring order precluded it from fully recovering its 

NUG costs and, with that excuse, illegally attempted to invalidate its contractual 

commitments. Although the NUG has successfully obtained a preliminary injunction 

and an order compelling complete compliance with the NUG contract, including its 

payment 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 utility 

has already taken steps to undermine its contractual commitments, with the result 

that it stands in prime position to retain the resulting "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 ail actual and incurred NUG 

costs for existing plants. 
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40. Specifically, in order to assure dollar-for-dollar recovery mandated by 

PURPA and maintain the integrity of these contracts as decreed in Freehold. 

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. 
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WHEREFORE, for all of the foregoing 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-

related 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, THOJVIAS, ARMSTRONG & NIESEN 

By ^ 4 
Vrmstrong / 

Patricia Armstrong 
Thomas T. Niesen 
Regina L. Matz 

Attorneys for 
Anthracite Region Independent Power Producers Association 

THOMAS, THOMAS, ARMSTRONG & NIESEN 
212 Locust Street 
P. 0. Box 9500 
Harrisburg, PA 17108-9500 
(717) 255-7600 

DATED: June 30, 1998 

l:\CUENTS\UTILITY\AR1PPA\PPL\PETmON\002.PET 
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FOX, ROTHSCHILD, O'BRXE* i FRAMCEL. ULP 
BY: LCLIS F-^TM-A >*. a^JCNTTT SAr>*SKY, RONAtD /, SSi^FTcS. 

CA^-H) S. S.vrDZit. »TT,CUM H. STASSEV 
EDENT^ZCATON >"OS- 039 lis 15767, 33c2l. 5)377. 78223 ATTOR-VEVS FOR PtAlNTTrrS 

?HrULDEj[J»HXv PA 19103-3291 

GRAYS 5ERKY COGH>r=S^nO.V P A R ^ " E 1 ? 5 H I P . 

?L£AS 
raC-HN-SCHmTJClLL COGENTxATTON', INC. .' 
NRGG CSCHL.'Yi.KILL; COGENHS-^TrON". tN'C. 
ar-d TaiGHN-PHILADHLPHlA E N S G Y 
COSPO^TrON. 

COURT OF COMMON 

PffiLADELPHLA. COUNT 

A?SXL TERM. 1993 

NO. 5 i i 

.O^TS (5CHU>XKZ1L) COC-NH^.TION, IXC. and 
TH3 ?ENVSYcVANT.\ ?Cj*3LIC CT1LITY 

coNC-rrssroN, 

p i , . 

AND NOW. chii ^ day of May, 15SS, upcn conaidrrabcn of ?!ainrirTs' 

:c- for FrcI:r;•aarb•' î'̂ T-CUQa anii :hc responses thereto. foUowing hc^r^g and r^enpt and 



coosieicrarion of post-hearing bricfi, ;": :s hcnrby ORDERED lhas. the LVlorioa is GRANTED as co 

Co-Ms I and I I of Che Xmczdcd Vtr.r.z± Con-.pUin: It is ftirther ORDERED that: 

L. PECO Is enjoinfid frcrr. t^nninatiag (he ?3wsr Purchase Agreements (trie "PPAs"') 

satsrad into by PECO and Grays Fary Cogir.eniion ?arm:ratip; 

2. PECO shaJi cend^us ibi^c by i l l Eerma ind conditions of the PPA3. mcLudinif, 

'*Tthoi^ /imitixicn, ific obligzcion ro pay for CJCCETIC cecity and capacity ar tlic racca sec forth m 

the PPAs and ocherwise sptrcifically tc perform th« PPAs; and 

3. This L'ijiL'cticn ah^Ji -Lzir =fibct immcdUtaly, provided, however, that Ptainiiffs 

stall £Lw vdu1! the ProthGnoury their tend or other aecuricy in :hs amount of S ^ 0j fftrfi . 

3Y THE COURT; 
1 

PA.U2LA ? D E \ © = . ;. 
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FOX, ROTHSCHILD, O'BRIEN & FRANKEL, LLP 
BY: LOUIS W. FRYMAN, BARNETT SATINSKY. R O N A L D J. SHAFFER, 

DAVID B. SNYDER, WILLIAM H. STASSEN 
IDENTTnCATlON NOS. 03916. 15767. 3362i. 53?.77, 7822S ATTORNEY'S FOR PLAINTIFFS 
2000 MARKET STREET, TENTH FLOOR 
PHILADELPHIA, PA 19103-3291 
(215)299-2000 

GRAYS FERRY COGENERATION PARTNERSHIP, 
TRIGEN-SCHUYLKILL COGENERATION, INC.. 
NRGG (SCHUYLKILL) COGENERATION, INC. 
and TRJGEN-PHILADELPH1A ENERGY 
CORPORATION, 

Plaintiffs 

v. 

PECO ENERGY COMPANY, 
AD WIN (SCHUYLKILL) COGENERATION, INC. and 
THE PENNSYLVANIA PUBLIC UTILITY 
COMMISSION, 

Dcfendanis 

COURT OF COMMON PLEAS 
PHILADELPHIA COUNTY 

APRIL TERM, 1998 

NO. 544 

O R D E R 

AND NOW, this ^ day of / ^ ( k / l / ' " , 1998, upon consideration of defendant PECO Energy 

Company's ("PECO,') preliminary objectibj^ to the amended complaint challenging, inl£t alia.: 1) 

plaintiffs' discontinuance pursuant to Pa.R.Civ.p. 22903) of the action against the Pennsylvania Public 

Utility Commission (Section "A" of PECO's preliminary objections), and 2) the Coun's jurisdiction 



pursuant to Pa.R.Civ.P. 1028(a)(1) and (5) (Section "ET of PECO's preliminary objections), and after 

arguments of counsel at the preliminary injunction hearing held on April 21, 22 and 23, 1998, and 

consideration of the parties' briefs on the issues, it is hereby ORDERED and DECREED That the above 

prelimmary objections are hereby DISMISSED. IT IS FURTHER ORDERED that the discontinuance 

as to the Pennsylvania Public Utility Commission shall be without prejudice. The remaining 

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

BY THE COURT , 

PAMELA PRYOR DEMBE, J 
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FOX, ROTHSCHILD, O'BRIEN & FRANKEL, LLP 
BY: LOUTS W. FRYMAN, BARNETT S A T I N S K Y . RONALD J. SHAFFER. 

| DAVID B. SNYDER, JAMES A. MATTHEWS, WILLIAM H. STASSEN 

IDENTinCATION NOS. 03916, 15767, 33621, 53277, 3dS65, 78228 ATTORNEYS FOR PLAINTIFFS 
2000 MARKET STREET, TENTH FLOOR 
PHILADELPHIA. PA 19103-3291 
(215) 299-2000 

GRAYS FERRY COGENERATION PARTNERSHIP. 
TRIGEN-SCHUYLKILL COGENERATION, INC., 
NRGG (SCHUYLKILL) COGENERATION, INC. 
and TRJGEN-PHILADELPHIA ENERGY 
CORPORATION. 

Plaintiffs 

#ECO ENERGY COMPANY, 
VDWIN (SCHUYLKILL) COGENERATION. INC. and 
" H E P E N N S Y L V A N I A P U B L I C U T I L I T Y 

:OMMISS?ON. 
Defendants 

COURT OF COMMON PLEAS 
PHILADELPHIA COUNTY 

APRIL TERM, 1998 

NO. 544 

* AND NOW, this r?0 day of 0 [ A l ^ / ^ , 1998, upon consideralion of the Petition for 

Wil Contempt filed by the Plaintiffs, the Defeiuam PECO Energy Company's response thercio and 

flowing hearing, it is hereby 



ORDERED that the Petition is GRANTED and the Defendant PECO Energy C o m p l y is 

• ADJUDGED in civil contempt of this Court's Order of May 6, 1993; and it is 

FURTHER ORDERED that Defendant PECO Energy Company wil l comply immediately with 

this Court's Order of May 6, 1998 by paying to the Plaintiff Grays Ferry, within 24 hours, all sums due 

and owing under the Power Purchase Agreements to date and thereafter 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 the 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 

0 Purchase Agreements, the Defendant PECO Energy Company shall pay to Grays Ferry a coercive 

^ &>}OQO. e-o 

sanction in the amount cf Sgfia^SS.'per day for each day, of portion thereof, that such amount remains 

unpaid; and it is 

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

^ PECO Energy Company shall reimburse Plaintiffs for their reasonable attorneys' fees and costs incurred 

on this Petition. 

BY THE 

>AMELA P. DEMBE,. J. 

-2-



FOX, ROTHSCHILP, O'BRIEN & FRANKEL, L L P 
BY: LOUIS W. FRYMAN, BARNETT SATINSKY, RONALD J. SHAFFER, 

DAVID 8. SNYDER, WILLIAM H. STASSEN 
IDENTIFICATION NOS. 03916. 15767. 33621, 53277, 78228 ATTORNEYS FOR PLAINTIFFS 
2000 MARKET STREET. TENTH FLOOR 
PHILADELPHIA. PA 19103-3291 
(215)299-2000 

GRAYS FERRY COGENERATION PARTNERSHIP, 
TRIGEN-SCHUYLKILL COGENERATION. INC. 
NRGG (SCHUYLKILL) COGENERATION. INC. 
and TRIG EN-PHILADELPHIA ENERGY 
CORPORATION, 

Plaintiffs 

FECO ENERGY COMPANY, 
ADWTN (SCHUYLKILL) COGENERATION. INC. and 
THE PENNSYLVANIA PUBLIC UTILITY 
COMMISSION. 

Defendants 

COURT OF COMMON PLEAS 
PHILADELPHIA COUNTY 

APRIL TERM, 1998 

NO. 544 

O R D E R 

AND NOW, this^^day of May, 1998, upon consideration of Defendant PECO Energy 

Company's Emergency Motion for Stay or Supersedeas of the Injunctive Relief granted by this Court by 

Order dated May 6. 199S and entered of record on May 8. 1998. and the response of Plaintiffs, it hereby 



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

for electriciry and capacity currently due under the Power Purchase AgTeement? . 

PAMELA PRYOR DEMBE, 
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i-.i l uuuii 61,1 n if 
UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 

Before Commies l o n e r s : James J. Hoecker, Chairman; 
Vicky A. B a i l e y , W i l l i a m I . . Maeeey, 
LlnJa B r e a c h l t L , and Curt Hubert, J r , 

Penn s y l v a n i a Power & L i g h t 
Company 

S c l i u y l k i l l Energy Resources, 
I nc. 

Docket Nos. EL96-65-000 
and QF85-720-004 

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

(leaned May 19, 3998) 

I n t h l a proceeding, Pennsylvania Power & M g h i Company 
(PPlL) requests chat the Commission revoke the c e r t i f i c a t i o n of a 
t o p p l n g - c y c l e c o g e n e r a t i o n f a c i l i t y owned and op e r a t e d by 
S c h u y l k i l l Energy Resources, I n c . I S c h u y l k l l l Energy) as a 
q u a l l l y l n g f a c i l i t y (QF) under t h e P u b l i c U t i l i t y R e g u l a t o r y 
P o l l c i o s Act of 197B [PURPA). PPIL contends t h a t S c h u y l k i l l 
Energy has f a i l e d t o meet the Conunisaion's r e q u i r c m a n t e f o r 
c e r t i f i c a t i o n as a q u a l i f y i n g c o g e n e r a t i o n f a c i l i t y : (1) by 
f a i l i n g t o conform t o m a t e r i a l r e p r e s e n t a t i o n s made t o the 
Commlsaion upon which i t s c e r t i f i c a t i o n i s based; and (2) because 
the f a c i l i t y has never s a t i s f i e d t h e Commission's r e g u l a t i o n s 
r e g a r d i n g u s e f u l thermal o u t p u t a p p l i c a b l e t o co y ^ n e r a t 1 on W e . 
S c h u y l k i l l Energy d i s p u t e s PP&L'a a l l e g a t i o n s . 

As e x p l a i n e d below, we f1nd t h a t Scluiy1k i11 Energy's 
f a c i l i t y f a i l e d t o meet the o p e r a t i n g s t a n d a r d Cor c o g e n e r a t i o n 
QFa d u r i n g the cal e n d a r years 1990-1995. We w i l l t h e r e f o r e 
revoke S c h u y l k i l l Energy's c e r t i f i c a t i o n as a c o g e n e r a t i o n QF f o r 
those y e a r s . 1 / PPfcL does not d i s p u t e , however, chat the 

1/ Our r e v o c a t l o n Of S c h u y l k i l l Energy's c o g e n e r a t i o n QF B t a CUB 
I s based upon the 1n format Ion a v a l l a h l e on Lhiu r e c o r d t o r 
the calendar years 1990-1995. The determlnaL 1 un I n l l i l o 
o r d e r i s w i t h o u t p r e j u d i c e t o S c h u y l k i l l Energy's 
c o g e n e r a t i o n QF s t a t u s f o r c a l e n d a r year 1996 and 
t h e r e a t t e r . 

On October 1, 1997, S c h u y l k i l l Energy f i l e d a n o t i c e o t 
s e l f • c e r t i f i c a t i o n f o r i t e f a c i l i t y p u i u nant t o 18 C.F.R. 

(cont1 mied . , .) 

IK:-A-7 

Oockut No i ) . EI.96 • 65 (100 and QFa5-720-004 

f t i u i l U y l u t a l u s s t a t u s as a q u a l i f y i n g s m a l l power p r o d u c t i o n 
I.H: 1 I i L y . 

BaL-kuruimiJ 

S c h u y l k i l l Energy owns and o p e r a t e s an 80 KW t o p p i n g • c y c l e 
cogenerat i on t a c i 1 i t y i n Shenandoah, Pe n n s y l v a n i a . The f a c i l i t y 
p r o v i d e d e l e c t r i c power t o PPiL anil steam t o Reading A n t h r a c i t e 
Company (Reading). The f a c i l i t y was s y n c h r o n i z e d w i t h PPH.'e 
system i n December 1909 and has o p e r a t e d co d a t e . The f a c i l i t y 
was c e r t i f i e d by the Commission as a c o g e n e r a t i o n QP by 
d e l e g a t i o n o r d e r iuoued October 3, 190C (October 198C O r d e r ) . 2/ 

The f a c i l i t y c o n o i o t e of a c i r c u l a t i n g f l u l d i z e d bed 
comhuBLIon b o i l e r , an e x t r a c t i o n / c o n d e n s i n g steam t u r b i n e 
g e n e r a t o r , and r e l a t e d equipment. The p r i m a r y energy nourcc f o r 
Lhu f a c i l i t y I f l wauta I n the form of a n t h r a c i t e c o a l culm. 3/ 
Tlio Lheiniiil energy o u t p u t of the f a c i l i t y , procena otcam, I D uocd 
by Rcinllntj I n a d r y i n g o p e r a t i o n t o reduce the m o i s t u r e c o n t e n t 
ol .in i.h i'.in 11 o u i ) L . 1/ Tl>u ant.hracl l.e s l i t procousud by Reading 
i u i i u u i l , p r i m a r i l y ati ho t i e r f nu 1 , by on t i t l e s not a f f i l i a t e d 
w i t h S c h u y l k i l l Energy. 

The October 19B6 Order c e r t i f y i n g S c h u y l k i l l Energy's 
( i i c l l l i . y d e l e m I ned t h a i the require m e n t l o r a n s c t i i l thermal 

1/ I . . . cont i mied) 
S 292.207(a) (1) (111) . S c l i u y l k i l l Energy s t a t e s t h a t i t 
I n t e n d s t o accommodate an a d d i t i o n a l t h e r m a l energy 
cuutomer, d i e New T l l a p i a Company (NTC). S c h u y l k i l l Energy 
m a t e s t h a t I t p l a n s t o s e l l process steam t o NTC t o heat 
water t o r a l t t e T l l a p i a , a warm w a t e r f l u h . The Commission 
does not review or approve n o t i c e s o f s e l f - c e r t 1 f l c a t I o n . 
We note here o n l y t h a t S c h u y l k i l l Energy's proposed f i s h 
f a r m i n g t h urmal use i s s u b j e c t t o t h e same st a n d a r d s f o r 
u o t t u l thermal o u t p u t we have a p p l i e d p r e v i o u s l y and a r e 
a p p l y i n g I n t h i s case. 

2/ iiclmy Ik 1 1 1 Knergy Resotircea, I n c . . 37 PERC 1 62.005 11986). 

} / A n t h r a c i t e coal culm I s waste m a t e r i a l l e f t over from t h e 
co a l e x t r a c t i o n process t h a t c o n t a i n s d i s c a r d e d a n t h r a c i t e 
c oal mixed w i t h rock and o t h e r n o n • c o m b u s t i b l e m a t e r i a l s . 

1/ A n t h r a c i t e s i l t i o a waste p r o d u c t which remains when 
uc 11 1 fin.cni [inndn a uuoc I a i cd w i t h coa 1 c 1 ca n I ng proccuoco 
f i l l up w i t h u o l i d u . 
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ouLpuc Independent ot the power production procesa 5/ would be 
aatlafled ha ned on Information suhinltted by .Schuylkill Rnrir^y 
Indicating the existence of a m.irkct for Rcadlng'o proceuncd 
uiiLhtaclte silt. Tlie nrder nm.pd tli.it th*; facility would mnm 
I.lie upi: ra t i ny nt-inil.T rd f or ' npp 1 ny • eye I e cogenc ra t I on (JFu 6 / 
provided the uteam wan used to dry at leaot 210.000 tone of 
anthracite silt per year, based on a 92 percent plant 
availability. In 1987, Scliuylkill Energy filed a notice of self-
certification to reduce the required tonnage to 194,000, based on 
an B5 percent plant availability,. 2/ 

I n 1992, S c h u y l k i l l Energy proposed t o coiiBtrucr. and o p e r a t e 
wet e l l t p r o c e s s i n g equipment and I n s t a l l a c a t a l y t i c d r y e r t o 
complement Reading's e x i s t i n g s i l t d r y i n g equipment, fl/ 
S c h u y l k i l l Energy's a p p l i c a t i o n f o r rece r t 1 f i t f t t 1 on an a r n p p l u g . 
c y c l e c o g e n e r a t i o n OF was g r a n t e d , t l n d l u y , among o t h e r t h l n y f i , 
the a l l t d r y i n g t o be 'preaumpt1ve1y u s e f u l . " 9/ 

I n 1994 and 199S, PP&L sought from S c h u y l k i 1 1 Energy 
i n f o r m a t i o n c o n c e r n i n g S c h u y l k i l l Energy's compliance w i t h i h e l r 
Power Purchase Agreement (Agreement) and the QF c e r t i f i c a t i o n 
r e q u i r e m e n t s . T h i s l e d t o o Pennsylvania s t a t e c o u r t proceeding 

5/ The requirement t h a t the thermal o u t p u t of the p l a n t have n 
purpose independent of g e n e r a t i n g e l e c t r i c power !B 
dlBcussed I n more d e t a i l below. 

6/ IB C.F.R. S 292.205 la) (1) (1997) r e q u i r e s t h a t the u a e f u l 
thermal o u t p u t of the f a c i l i t y be no l e s s than 5 percent of 
the t o t a l energy o u t p u t of the f a c i l i t y d u r i n g each c a l e n d a r 
year. 

7/ SCC Docket No. 0FR5 - 720 - 0!)2 Buhm 11 r. eil F o b t u n i y 10, 1507, 
PP&L Motion. E x h i b i t s K t M, 

0/ The o r i g i n a l d r y i n g equipment used steam t o heat f l u i d 
c o n t a i n e d i n heat exchangerH. The heat exchangers p r o v i d e d 
heat t o remove m o i s t u r e d i r e c t l y from the a n t h r a c i t e s i l t , 
i n c o n t r a s t , t h e wet s i l t p r o c e a s i n g equipment uses steam t o 
heat mine-pool water, which l a mixed w i t h a n t h r a c i t e s i l t . 
The r e s u l t i n g a l u r r y i s passed t h r o u g h a s e r i e s of water 
s e p a r a t i o n d e v i c e s . A c c o r d i n g t o S c h u y l k i l l Energy, h e a t i n g 
the water f o r t h e wet a l l t p r o c e s s i n g removes or e l i m i n a t e s 
th e ash and i m p u r i t i e s i n t h e s i l t , t h e r e b y improving the 
q u a l i t y o l t h e processed a n t h r a c i t e u l l t . 

•1/ S c h u y l k i l l Energy Resources, I n c . . 61 FERC 1 62,074 ( 1992) 
(t h e October 1992 O r d e r ) . 
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by ITf.1, a g a i n s t S c h u y l k i l l Energy and Reading. 1Q/ I n the s t a t e 
court p r o c e e d i n g , I ' I ' i l , . i s s e r t e d v a r l o u o c l a i m s and sought damages 
p e r i .i I II I ny t o M l e g e t ! overpayments based on the f a c i l i t y ' s 
I n I 1 II ii 1 i o mri I nt a I n cogeue ra t 1 on OF f t at IIH , 11/ The cou r t f ound 
ih. i t i|i><-iir I nun r o n c e t n i u g the OF o p e r a t i o n a l and compliance 
Hi.atus o( the f a c i l i t y a r e not w i t h i n t h e c o u r t ' s j u r i s d i c t i o n 
bm r a t h e r t h e Commlssion'a j u r i s d i c t i o n . Consequently, on 
J u l y 16, 1996, PPtl, f i l e d the i n s t a n t m o t i o n f o r r e v o c a t i o n . 

PP&L sought r e v o c a t i o n of the f a c i l i t y ' s c o g e n e r a t i o n QP 
a t a t u s f o r a l l years d u r i n g which the f a c i l i t y had o p e r a t e d as ot 
the date of l i e f i l i n g . I n s u p p o r t of I t s m o t i o n , PP&L s u b m i t t e d 
data and a f f i d a v i t s p u r p o r t i n g t o demonstrate t h a t the f a c i l i t y 
has never met the Conini 1 so 1 on ' s ope r a t i n g s t a n d a r d ( o r topp I ng 
c y c l e c o g e n e r a t i o n QFs. 12/ 

U Q t l c t i _ a i i d _ _ l i i [ . e r y e j i t i D i i f l 

N o t i c e of PP&L's mo t i o n was p u b l i s h e d i n the Federal 
n e g l n t c r , 61 Fed. Beg. 42,015 (1996), w i t h conmento, p r o t e s t s o r 
motiono t o i n t e r v e n e due on or b e f o r e August 26, 1996. 

S c l i u y l k i l l Energy f i l e d a m o t i o n t o i n t e r v e n e and answer i n 
oppOHltlon t o PP&L's mot i o n , s e e k i n g sunvnary d l s m l a e a l . A motion 
t u I n t e r v e n e was a l o o f i l e d by G i l b e r t o n Power Company 

10/ P'innay 1 van I a Power & L i g h t Company v . S c h u y l k i 11 Energy 
Heiiou i c e s , I n c . and Reading A n t h r a c i t e Company, Pennsylvania 
Court of Common pi cat), C i v i l Act i o n No. 95 - C - 26 10 . 

11/ A r t i c l e 5 uf the Agreement e s t a b l i s h e s d i f f e r e n t payment 
r a t e s f o r power depending on whether t h e f a c i l i t y o p e r a t e s 
as a c o g e n e r a t i o n QF, sm a l l power p r o d u c t i o n QF, o r non-QF. 
A h i g h e r r a t e i s p a i d ( o r power from a c o g e n e r a t i o n QF th a n 
from a amall power QF. I f the f a c i l i t y does not o p e r a t e as 
e i t h e r a c o g e n e r a t i o n o r a small power p r o d u c t i o n QF, PPIL 
may Rlecr. not t o purchaee S c h u y l k i l l Energy's power. PPIL 
aSBerts t h a t d u r i n g the term of the c o n t r a c t i t has o v e r p a i d 
a p p r o x i m a t e l y $55 m i l l i o n , based on t h e r a t e d i f f e r e n t i a l 
between a c o g e n e r a t i o n QF and a sm a l l power p r o d u c t i o n QP. 
PP&L does not c o n t e s t t h e s t a t u e of S c h u y l k i l l Energy's 
f a c i l i t y as a s m a l l power p r o d u c t i o n QF. 

12/ Much of the d a t a s u b m i t t e d i n s u p p o r t ot PP&L'a motion 
c o n s i s t s o( i n f o r m a t i o n o b t a i n e d i n t h e s t a t e c o u r t 
p r o c e e d i n g , which I s s u b j e c t t o a c o n f i d e n t i a l i t y 
s t i p u l a t i o n . Thus, w h i l e we have need p o r t i o n s of t h l R 
i n f o r m a t J o n i n our a n a l y s i s , none of t h e s p e c i f i c 
i n f o r m a t i o n s u b j e c t t o the s t i p u l a t i o n appears i n t h i s 
o r d e r . 
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IGi l l j e r t o n ] . ( i l ) b e r t o n owns a t a c i l i t y Uiar, b i i m n w.mLc culm t o 
yeneraLe e l e c t r i c i t y and n e l l n Hteam t o an o t h e r e n t i t y f o r uoc i n 
d r y i n g waste a n t h r a c i t e cnltn and a n t h r a c i t e a l l t . C I l b e r L o i r s 
f a c i l i t y I s c e r t i f i e d as a c o g e n e r a t i o n OF and B C I I F power t o 
PPtL. 13/ G i l b e r t o n c h a l l e n g e e t h a t p o r t i o n of PPth's motion i n 
which PP&L contends t h a t S c h u y l k i l l Energy has net s a t l e t l e d the 
o p e r a t i n g s t a n d a r d because S c h u y l k i l l Energy's process steam i s 
uBed t o dry m a t e r i a l s which a r e the n s o l d t o o t h e r producers of 
e l e c t r i c i t y . G i l b e r t o n s t a t e s t h a t i t i s s i m i l a r l y s i t u a t e d t o 
SchuyIk 111 Energy i n t h i s r e g a r d . 

A t i m e l y l e t t e r s u p p o r t i n g S c h u y l k i l l Energy was t i l e d by 
the A n t h r a c i t e Region Independent Power Producers A H B O C l a t I on, an 
a s s o c i a t i o n of n o n - u t i l i t y power g e n e r a t o r s i n Pennsylvania t h a t 
uoe waste cool t o generate power f o r s a l e t o u t l M t l e s . Uur.lmrly 
l e t t e r s s u p p o r t i n g S c h u y l k i l l Energy were f i l e d by t h e 
Pennsylvania A n t h r a c i t e C o u n c i l , the S c h u y l k i l l County Chamber of 
Commerce, t h e Chairman of the Doard of Commissioners of 
S c l i u y l k i l l County, and S t a t e R e p r e s e n t a t i v e Bob A l l e n . 

On September 10, 1996, PP&L f i l e d an answer t o Hie motions 
t o i n t e r v e n e and answers of S c l i u y l k i l l Energy and t ' . i l l i e r t o n . 
S c h u y l k i l l Energy f i l e d an annwer oppontng PP&L'H refjueHt f o r 
leave t o f i l e an answer. S c h u y l k i l l Energy a l s o s t a t e s t h a t 
p o r t i o n s o t PP&L'6 September 10, 1996, f i l i n g make m a t e r i a l 
changes t o I t s o r i g i n a l motion, and auhmlte a d d i t i o n a l 
i n f o r m a t i o n reBponslve t o the p u r p o r t e d changes. 

D l f l d j a s i o n 

I . t r o c e d u r a L M i i L l e r a 

Under Rule 214 of the CommlsBion'a Rules of P r a c t i c e and 
Procedure, 18 C.F.R. S 38S.214 (1997), the t i m e l y , uuoppooed 
motions t o i n t e r v e n e o f S c h u y l k i l l Energy and G i l b e r t o n serve t o 
make them p a r t i e s t o t h i s p r o c e e d i n g . 

Rule 2 1 3 ( a ) ( 2 ) o t our Rules ot P r a c t i c e anil Procedure, 
18 C.F.R. S 385.211 (1997), p r o h i b i t B an answer t o an anawer 
unl e s a o t h e r w i s e o r d e r e d by t h e d e c i s i o n a l a u t h o r i t y . We w i l l 
accept the p a r t i e s ' v a r i o u s answers and responses. We f i n d t h a t , 
g i v e n the complex f a c t s p r e s e n t e d , these p l e a d i n g s have a i d e d us 
i n u n d e r s t a n d i n g the v a r i o u s p o e i t i o i i s of t h e p a r t i e s . 

13/ E l e c t r o d y n e Reaearch C o r p o r a t i o n , 29 F8RC 1 62,258 (1981), 
aPDeal_deai£d, 32 FBRC 1 61.102 I19BS) ( E l e c t c o d y n e ) . The 
f a c i l i t y was t r a n s f e r r e d t o G i l b e r t o n I n 1986. On 
December 30, 1988, G i l b e r t o n f i l e d a n o t i c e r e p o r t i n g o t h e r 
uses of the procesa steam, I n c l u d i n g d i y l n g of a n t h r a c i t e 
c o a l and s i l t . 
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fichuy 1 k 11 1 Energy argues t h a i PP&L, having not c h a l l e n g e d 
the 1992 r e c e r t i ( I c a t i o n , i s estopped from c h a l l e n g i n g S c h u y l k i l l 
Energy's compliance t o r p e r i o d s p r i o r t o issuance of the 1992 
r e c e r 1 1 f i c a t i o n o r d e r . S c h u y l k i l l Energy's e s t o p p e l argument l a 
mer111onn . A QF c e r t i f i c a t i o n o r d e r I s no more than a b e f o r e -
t h e - f a c t judgment t h a t i f the a p p l i c a n t ' s r e p r e o e n t a t i o n s 
s u p p o r t i n g i t s rcqUcat f o r c e r t i I i c a t i o n are c o r r e c t , the 
f a c i l i t y w i l l q u a l i f y , 14/ Thus, i n a c t i n g on an a p p l i c a t i o n f o r 
OF c e r t i f i c a t i o n the Commission does not n o r m a l l y c o n s i d e r 
whether a QF met the t e c h n i c a l s t a n d a r d s f o r OP s t a t u s f o r past 
p e r i o d s . The 1992 c e r t i f i c a t i o n o r d e r d i d not address whether 
S c h u y l k i l l Energy's f a c i l i t y had i n f a c t met t h e o p e r a t i n g 
s t a n d a r d f o r p r i o r p e r i o d s . Moreover, PP&L hod no o b l i g a t i o n t o 
r a i s e such an Issue i n the c o n t e x t o f a re q u e s t t o r p r o s p e c t i v e 
c e r t i f i c a t i o n . F i n a l l y , n o t h i n g i n s e c t i o n 2 9 2 . 2 0 7 ( d ) ( 1 ) ( 1 1 ) of 
the r e g u l a t i o n s or Commission precedent I n d i c a t e s t h a t 
r e c e r 1 1 C i c a t 1 on absolves a f a c i l i t y ' s o p e r a t o r from h a v i n g t o 
demonstrate compliance w i t h the c e r t i f i c a t i o n r e q u i r e m e n t s f o r 
pant p e r i o d s , s h o u l d such an Issue a r i s e . 15/ T h e r e f o r e , PP&L i s 
not estopped from r a i s i n g a compliance lasue under these 
c1rcumstauccs. 

11. Pt'&b;B.Allegat.lQiia_aiiti_Scim^lkllI_Em:rayj.a-aafloonaefl 

PP&L auae r t t f t h a t S c h u y l k i l l Energy has t a i l e d t o comply 
w i t h the CuimnlBB1un's r e q u i r e m e n t s I n t h r e e r e a p e c t a . F i r s t , 
PP&L s t a t e s t h a t Reading lias t a i l e d i n any c a l e n d a r year t o d r y 
the amount of s i l t s p e c i f i e d i n the 1986 and 1992 c e r t i t i c a t i o n 
o r d e r s as r e q u i r e d t o meet t h e 5 p e r c e n t o p e r a t i n g s t a n d a r d . I n 
s u p p o r t , PP&L nubml t. s da t a pu t p o r t 1 ng t o show amount n of s i l t 
d r i e d and/or a o l d by Reading In years 1990-i995 f a r below 194,000 
t o n s , w i t h t h e h i g h e s t amount of processed s i l t f o r any year 
b e i n g a p p r o x i m a t e l y 50,000 tone, and much lower amounts of d r i e d 
s i l l actua11y s o l d . 1G/ 

I n response, S c h u y l k i l l Energy d i s p u t e s t h e a p p l i c a b i l i t y of 
1 he 1 94 , 000 101 in f i g u r e . Schuy1 k i l l Euergy s t a t e s t h a t t h e 
amount of s i l t r e q u i r e d t o bo d r i e d I s a f u n c t i o n of the amount 

11/ See ElectrodyDC, 32 FERC a t 61,261, n.9; E c o E 1 6 c t r i c a . L.P., 
77 FERC 1 61,344 a t 62,510 (1996). 

15/ See Megan-Racine A a a o c i a t e a , I n c . , 73 FERC 1 61,308 a t 
61,860- 61 (1995), retilg_deiiicd_io_pei:LineQL_tifl£t, 76 FERC 
1 61,354 a t 62,668 ( 19 9 6 ) (MegailifiacAuc) • 

16/ FPU, Motion a t 26. PPtL r e q u e s t s c o n f i d e n t i a l t r e a t m e n t o f 
the s p e c i f i c s a l e s f i g u r e s , c o n s i s t e n t w i t h c o n f i d e n t i a l i t y 
r e q u i r e m e n t s t o r these f i g u r e s i n t h e s t a t e c o u r t 
1i 11 gat 1 on, 
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u l [jower expected t o be produced. S c h u y l k i l l Energy i i o t c o t h a t 
U hao seldom prodiicert afl much power no t h e amount on which the 
194,000 t o n f i g u r e wan p r e d i c a t e d . U / S c h u y l k i l l Energy n l u u 
m a t e s t h a t the amount, of energy ur-Pdod t o d r y s i l t i n a (unci. Ion 
ot the m o i s t u r e l e v e l of the raw H 1 11., and t h a t the c e r t i t t cat. I on 
a p p l i c a t i o n and Commleslon'B a n a l y s i n were based on s p e c i f i c 
assumed m o i s t u r e l e v e l s . I B / 

S c h u y l k i l l Energy a l s o seeks t o b o l s t e r the r e p r e s e n t a t i o n s 
made i n i t s c e r t i f i c a t i o n a p p l i c a t i o n s w i t h new i n f o r m a t i o n . 
S p e c i f i c a l l y , S c l i u y l k i l l Energy submits a t t l d a v l t s from persons 
who s t a t e t h a t t h e r e are c o m m e r c i a l l y v a l i d a n c i l l a r y uses of 
steam a t t h e Reading f a c i l i t i e s t h a t are r e q u i r e d even whon the 
s i l t p r o c e s s i n g equipment i s i d l e , t o a v o i d equipment damagr> 
caused by thermal c y c l i n g , f r e e z e damage i n w i n t e r , and pluygagnn 
d u r i n g equipment r e p a i r and maintenance. 19/ S c h u y l k i l l Energy 
a s s e r t s t h a t these a n c i l l a r y uses g i v e i t g r e a t f l e x i b i l i t y In 
a c h i e v i n g r e g u l a t o r y compliance. 

Second, PP&L. a l l e g e s t h a t I n S c h u y l k i l l Energy's 1992 
appl I c a t i o n ( o r r e c e r t 1 f I c a t i o n , wh i c h i ncluded a techn i ca1 and 
economic j u s t i f i c a t i o n f o r the wet s i l t p r o c e s s i n g and c a t a l y t i c 
d r y e r , S c h u y l k i l l Energy kno w i n g l y m i s r e p r e s e n t e d t o the 
Commlouiou the commercial market t o r Reading's d r i e d s i l l . 
S p e c i f i c a l l y , PPtL contends t h a t S c h u y l k i l l Energy's npp11 c a t i n u 
g r o s s l y exaggerated e x i s t i n g s a l e s of d r i e d s i l t , p a r t i c u l a r l y 
s a l e s of s i l t t o PPtL and t o S c o t t Paper Company. PPtL c l a i m s 
t h a t t h i s m i s r e p r e s e n t a t i o n c o n t r n d i c t n S c l i u y l k i l l Rnergy'n 
ntatement i n I t s a p p l i c a t i o n t h a t , except ( o r the a d i l l t l o n a l 
u f i e f u l thermal o u t p u t s r e p r e s e n t e d by the wet s i l t procoouor and 
c a t a l y t i c d r y e r , a l l the I n t o r m a t l o n c o n t a i n e d in the app1LcatI on 

I I I / S c h u y l k i l l Energy Answer at 2a-)2. 

IB / The 1986 c e r t i f i c a t i o n was based on a r e d u c t i o n I n the 
mo 1 a Cure c o n t e n t of the flilt f rom 21 p e r c e n t I n i t s raw 
s t a t e t o 10 percent i n i t s prnceHsed s t a t e . The 1992 
a p p l i c a t i o n s t a t e s t h a t the m a t e r i a l l e a v i n g the wet s i l t 
p r o c e s s i n g u n i t has a m o i s t u r e content of 12 p e r c e n t and 
t h a t a d d i t i o n a l m o i s t u r e r e d u c t i o n w i l l y i e l d a m o i s t u r e 
l e v e l ot 11 p e r c e n t . 

12/ S c h u y l k i l l Energy Answer a t 36-37. "Thermal c y c l i n g " r e f e r s 
t o t emperature changes i n the s i l t p r o c e s s i n g equipment t h a t 
occur as a r e s u l t of repeated s t a r t - u p and shut-down of the 
equipment. 'Pluggages" appearn t o r e f e r t o blockage Ot 
passages i n the equipment used t o t r a n s f e r f r o z e n , raw a l l t 
t o the wet s i l t p r o c e s s i n g p l a n t or c a t a l y t i c d r y e r , 
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f o r t lie 1986 c e r t i f i c a t i o n and the 1907 n o t i c e of s e l f -
c e r t i f i c a t i o n remained the same. 20/ 

S c h u y l k i l l Kncrgy d i s p u t e s PP&L's a l l e g a t i o n t h a t the 
Oimml tin Ion was m i s l e d I n the 1992 rece r 11 f i ca 11 on a p p l i c a t i o n , 
i n s u p p o r t , S c h u y l k i l l Energy p r o v i d e s a r e p o r t by a c o n s u l t i n g 
e n g i n e e r based on A computer model of Reading's processes and 
data p r o v i d e d hy Reading p u r p o r t i n g t o show t h a t t h e energy 
t h e o r e t i c a l l y needed t o p e r f o r m t h e s i l t p r o c e s s i n g c l o s e l y 
approximates the a c t u a l t h e r mal energy r e c e i v e d by Reading from 
Schuy1kI 11 Energy. 2 1 / I n addl11 on, SchuyIk 111 Energy submlte 
a f f i d a v i t s from some of t h e people whose s t a t e m e n t s a r e r e l i e d on 
by I'P&L Unit c o n t r a d i c t t h e i r p u r p o r t e d s t a t e m e n t s t o PP&L'o 
a 11 l a m s . 

S c h u y l k i l l Eueigy a l s o defends t h e s i l t market data p r o v i d e d 
i n s u p p o r t of the 1992 a p p l i c a t i o n . S c l i u y l k i l l Energy does not 
d i s p u t e t h a t t h e d a i a I t p r o v i d e d f o r e x i s t i n g and p r o j e c t e d 
s a l e s do not d i s t i n g u I u h between raw s i l t , which r e q u i r e s no 
thermal energy, and processed s i l t . S c h u y l k i l l Energy s t a t e s 
t h a t I t s h o u l d have been apparent from the c o n t e x t t h a t I t s 
f i g u r e s r e f e r r e d t o b o t h raw and processed s i l t . S c h u y l k i l l 
Energy a l s o s t a l e s t h a t I t expected t h a t PPtL would, over t i m e , 
have t o purchase processed s i l t r a t h e r than raw s i l t , and t h a t 
11,11 en of " l i t , raw and processed, t o auuther customer a r e not 
apparent because ttiey were made th r o u g h a b r o k e r . 22/ 

I n a d d i t i o n , S c h u y l k i l l Energy a s s e r t s t h a t t h e p r o d u c t 
market i n f o r m a t i o n i n t h e 1992 a p p l i c a t i o n I s i r r e l e v a n t becaune 
the r e c e r t i f i c a t I o n o r d e r found t h e wet s i l t p r o c e s s i n g t o be 
premimptive1y u u c f u l , T h e r e f o r e S c h u y l k i l l Energy c l a i m s t h a t 
the CommluHlon c o u l d not have r e l i e d on the market i n f o r m a t i o n t o 
rece r t I f y t h e f a c i l i t y . 23/ 

F i n a l l y , PI'&I. apnprt.n l h a t S c h u y l k i l l Energy has i n c l u d e d , 
an p a r t of i t s u s e f u l thermal energy o u t p u t , steam used t o 
process f u e l f o r S c h u y l k i l l Energy i t s e l f and o t h e r e l e c t r i c 
power p r o d u c e r s . Thus, a s s e r t s PP&L, the steam has no b u s i n e s s 
put pone 1ndependent of the power p r o d u c t i o n process, c o n t r a r y t o 
Lumiiii un i on precedent. I n s u p p o r t , PP&L submits on a f f i d a v i t and 
documents p u r p o r t i n g t o show t h a t e l l t d r i e d by Reading was 
d e l i v e r e d d i r e c t l y by Reading, and i n d e p e n d e n t l y v i a a t h i r d 

20/ PP&L Motion a t 11-13. 

21 / A f f i d a v i t Of Gordon A. C h i r d o n , P.E., I d . a t 38-41. 

22/ I d . a t 4-1. 

23/ I d . a t 43-4B. 
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p;i r r. y, r.n S c h u y l k i l l Kno rtjy ' H pttw<> r j 11 a nt f n r UJII- .in r 11f I . I'l'*. 1, 
a l i m HiitimltH ilocufnintH I nd 11:» 1.1 IHJ Dial, ilo.'id 1 ny ' H ni \\nr n a l c n i\! 
processed s i l t were t o e n t i t i e s t h a t used i t aa b o i l e r t u e l In 
e l e c t r i c g e n e r a t i n g f a c i l i t i e s . 

I n reuponae t o PP&L'a a l l e g a t i o n t h a t d t y l n y a l l t serves no 
independent business purpose because the a l l t l e used t o yener.n.e 
e 1 <;ct t i c l t y , Schuy 1 k I 1 1 Knei yy a I'yiies t h a t Comnil M I Ion p i f.-cudirui 
does not bar the use of thermal energy t o prepare f u e l ( o r ime In 
u n a f C i l i a t e d e l e c t r i c g e n e r a t i n g p l a n t s . Rather, a s s e r t s 
S c h u y l k i l l Energy, o n l y the d i r e c t UBC O£ the c o g e n e r n t o r ' s steam 
i n a n o t h e r e l e c t r i c g e n e r a t i n g p l a n t i s b a r r e d . ' Schuy1k111 
Energy supplements i t s argument w i t h n f f l d a v l t s from S c h u y l k i l l 
Energy and Reading employees t h a t c o n t r a d i c t PI'tL'B a s s e r t i o n 
t h a t S c h u y l k i l l Energy has used processed B l l t from Rending I n 
S c h u y l k i l l Energy's c o g e n e r a t i o n f a c i l i t y . 24/ 

I n I t s September 10, 1996 f i l i n g , PP&L respondn t h a t ! (1) 
even w i t h r e d u c t i o n s I n power p r o d u c t i o n by S c h u y l k i l l Energy, an 
i u n u r f 1 c l e n t amount of s i l t hao been d r i e d o r s o l d ( o r t h e 
( a c l l i t y t o meet the 5 pe r c e n t o p e r a t i n g Rtandard; 121 S c h u y l k i l l 
Energy's claimed a n c i l l a r y uses are unsupported; and (31 the 
s u p p o r t i n g study of S c h u y l k i l l Energy's c o n s u l t i n g e n g i n e e r I s 
f l a w e d . I n response, S c h u y l k i l l Energy a t t a c k s the c r e d i b i l i t y 
of PP&L's a d d i t i o n a l a f f i d a v i t s c o n c e r n i n g p r o c e s s i n g of s i l t and 
d i s p u t e s PP&L's a t t a c k on S c h u y l k i l l Energy's c o n s u l t a n t ' s 
a n a l y s i s of steam r e q u i r e m e n t s . Each p a r t y c o n t i n u e s t o d l n p u t e 
the o t h e r ' s r e a d i n g of Commission precedent, 

H I . QE-SiaUia 

The r e s o l u t i o n of t h i n p r o c e e d i n g r e n r n on two qnenr. Iuns. 
K l r f l t , dnen S c h u y l k i l l Energy's f a c i l i t y produce u s e f u l thermal 
o u t p u t ? Second, has the f a c i l i t y s a t i s f i e d the o p e r a t i n g 
s t a n d a r d of the Commisflion's r e g u l a t i o n s which r e q u i r e t h a t the 
u n e f u l t h e rmal o u t p u t o t a q u a l i f y i n g t o p p i n g - c y c l e c o g e n e r a t i o n 
f a c i l i t y be no l e s s than 5 pe r c e n t of the t o t a l energy o u t p u t ot 
the f a c i l i t y i n each c a l e n d a r year? 18 C.F.R. S 292 . 205 (al 11) 
(1997 1 . 

A. Uae_af_lhermal_Q!Jtput 

T( the Commi as 1 on f1nds t h a t S c h u y 1 k I l l ' s use of the lherma1 
o u t p u t t o d r y s i l t i s not " u s e f u l - , S c h u y l k i l l w i l l not s a t i s f y 
the s t a t u t o r y d e f i n i t i o n o f a c o g e n e r a t i o n f a c i l i t y . Fly s t a t u t e , 
a c o g e n e r a t i o n f a c i l i t y i s d e f i n e d aa a f a c i l i t y which produces 

24/ S c h u y l k i l l Energy's August 2C, 1996 Answer; E x h i b i t s C 
(Frank D e r r i c k ) , D (Vincent D c v l n e ) , and G (John L c T a r t e ) . 
I d . a t Sl-65. 
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'• 1 1 i 11: i • iy '""1 "iii ciim m f in mil i i f iitii!f II | i - iu' i y y ( p u c h an 
h i : . i l l which a i e uuod t u t i n d u u t t i a l , commeicial , h e a t i n g , or 
c o o l i n g purpose)!.* S e c t i o n 3(18) (A) of the FPA. The Commission 
t r a c k e d t h i n language i n i t s r e g u l a t i o n s , where i t s t a t e d t h a t a 
coqcnci .T t i on ( a c l l i t y means : 

equipment, used t o produce e l e c t r i c energy and forms ot 
u n c l n l i h c i m a l eueigy (such as Lent o r steam), used ( o r 
I nduut v I ft 1 , cummerc I a 1 , hea t i ny , o r cool 1 ng purposes , 
t h r o u g h t h e s e q u e n t i a l use of energy. 

i n C.F.R, fi 292.202(c) (1997). The ConvnlnaLon ouhooquent1y 
i h i i i u i j l i cane liiw d e n c t i l m d how 1L would d e t e r m i n e whether a 
p n r t l c u t a r t a c i l i t y produces u s e f u l t h e r mal energy ( o r purposes 
o( OF s t a t u s . I t t h e use of a c o g e n e r a t i o n f a c i l i t y ' s t h e r m a l 
o u t p u t c o n s t i t u t e s a common i n d u s t r i a l o r commercial a p p l i c a t i o n , 
I t I s p r e s u m p t i v e l y u s e t u l and the Commission performs no f u r t h e r 
a n a l y s i s r e g a r d i n g the u s e f u l n e s s o t the t h e r m a l o u t p u t . On the 
o t h e r hand, i n those r a r e cases I n which t h e use i n v o l v e s a 
te c h n o l o g y which I s not common, s e p a r a t e standardB a p p l y 
depending upon whether the user i s on a f f i l i a t e of t h e 
c o y e n e r a t o r ( o r the c o g e n e r a t o r I t s e l f ) , or i s an u n a f f i l i a t e d 
e n t i t y . I n t h e case of a thermal host t h a t i s not a f f i l i a t e d 
w i t h the c o g e n e r a t o r , p l a u s i b l e evidence ot e i t h e r an arm's-
l e n g t h market f o r the thermal o u t p u t o r an end p r o d u c t produced 
w i t h the a i d o f the thermal o u t p u t e s t a b l i s h e s u s e f u l n e s s . 
K a m l i i e / B e a l c o r p _ / i l l e o a i i y _ L . E . , 63 FERC 1 61,320 a t 63, 157- 58 
( 1993); EQ1)I_Ei)K£i_EaiLt.nena*_. 61 FERC 1 61,300. appeal. 
tllsmlaacd-Bub^noni^ Llquitl_CarboQlc_lnduaLriea_CorBDEa.ti.Qa v. 
FERC, 29 F.3d 697 (D.C. c i r 1994); and flrroyiJ_Bnergx^Linilted 
P a I t l i e r s h i p , 62 FERC 1 61,257, r e h j g UenlKd, 63 FERC 1 61,198 
(1993). There I s no B t a t u t o r y requirement t h a t t h e Commiselon 
f i n d t h a t t h e thermal o u t p u t i s being used i n an economic manner. 
Indeed, the Coituiiisuiou looks a t t h e economic v i a b i l i t y of t h e use 
of t h e r mal o u t p u t t o asseas whether the energy i s " u s e f u l " o n l y 
l u v e r y l i m i t e d c i r c u m s t a n c e s •- o n l y when the thermal host l a an 
a f f i l i a t e of t h e c o g e n e r a t o r (or the c o g e n e r a t o r i t s e l f ) , and 
then o n l y when the t e c h n o l o g y i s p r e v i o u s l y unproven. 

PPtL's request t h a t we revoke S c h u y l k i l l ' s QF s t a t u s 
I n d i c a t e s a m i s u n d e r s t a n d i n g about what the Commission means by 
" p r e s u m p t i v e l y u s e t u l . " PP&L would have ue view t h i s 
" presumption" as an e v i d e n t i a r y presumption which i s r e b u t t a b l e 
upon a subsequent showing. Out t h i s has never been t h e 
Conunt no i o n ' u i n t e n t i o n o r p r a c t i c e . The Convnl as i o n , upon f i n d i n g 
t h a t the u o c f u l n e s n of a thermal a p p l i c a t i o n has been e s t a b l i s h e d 
by enmmou p r a c t i c e , i s making a f i n d i n g t h a t a p a r t i c u l a r use of 
coyenerated thermal energy l a economic and i t t l i u a "presumeB" 
t h a t the thermal o u t p u t i s u s e f u l . Indeed, t h e Commission has 
s t a t e d t h a t a more a c c u r a t e word t o d e s c r i b e i t s process i s t h a t 
I t "assumes" t h a t energy i s u e e t u l w i t h i n t h e meaning ot the 
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Bcacuce when I t is used in a common procesa or used to produce a 
common product. Bayfii.ile_£Qyeiii:tiiLlQii L . E . , 67 FERC 1 61,290 at 
62,006 i . n.4 (199-11 . 

The Commission rec o g n i z e s t h a t t h e r e may be cases l u which a 
p a r t i c u l a r f a c i l i t y , employing I t s t h e r m a l o u t p u t f o r a conunon 
use. may not be economic. L i k e w i s e , i n cases i n which the 
t h e o r e t i c a l economic v i a b i l i t y of a f a c i l i t y employing a new 
technology i s e s t a b l i s h e d by evidence i n a pro c e e d i n g ( t h e 
Independent business purpose t e s t ) , i t does not n e c e s s a r i l y mean 
t h a t t h e f a c i l i t y w i l l make money on the thermal use, but means 
merely t h a t the f a c i l i t y i s i n t h e o r y capable of making money 
ualng t h e t e c h n o l o g y . I d . 

Moreover, the Commission, once s a t i s f i e d t h a t the proposed 
use o f cogenerated thermal o u t p u t i n a p a r t i c u l a r manner to 
common, w i l l n ot I n q u i r e f u r t h e r i n t o how the pr o d u c t produced by 
the t h e r m a l o u t p u t i s being used, c g ^ , i n t o the economics of the 
appl i c a t i o n . BCQQltlyn Navy. .Yard.Cogeneration P a r t n e r a . .L. E.. 
74 FERC 1 61,015 (19961. As noted above, the use of S c l i u y l k i l l 
Energy's thermal o u t p u t t o dry a n t h r a c i t e s i l t was found t o he 
p r e s u m p t i v e l y u s e f u l . 25/ He thus look no f u r t h e r i n t o the issue 
ot whether S c h u y l k i l l Energy's usa of thermal o u t p u t i s • u s e t u l •• 
t o r purposes of QF s t a t u s . . 

PP&L a l s o has a l l e g e d t h a t the d r y i n g ot s i l t i s not 
independent of S c h u y l k i l l Energy's p r o d u c t i o n of e l e c t r i c i t y . 
PP&L I n essence a l l e g e s t h a t S c h u y l k i l l may be b u r n i n g the s i l t 
Reading d r i e s t o produce e l e c t r i c i t y . The Commission o f t e n has 
found the d r y i n g of m a t e r i a l s f o r use as b o i l e r f u e l i n u n r e l a t e d 
e l e c t r i c g e n e r a t i n g f a c i l i t i e s o r f o r o t h e r h e a t i n g uses by 
e n t i t i e s u n a f f i l i a t e d w i t h the c o g e n e r a t i o n f a c i l i t y t o be 
independent of the power p r o d u c t i o n c y c l e . 26/ Thus, the use of 
S c h u y l k i l l Energy's steam t o procesa s i l t f o r use aa a b o i l e r 
f u e l i n sep a r a t e , u n a f f i l i a t e d f a c i l i t i e s i s p e r m i s s i b l e . As t o 
the a l l e g e d use of Reading's s i l t i n S c h u y l k i l l Energy's own 
f a c i l i t i e s , S c h u y l k i l l Energy's p l e a d i n g s do not I n d i c a t e i h a i I t 
used s i l t d r i e d by Reading t o generate e l e c t r i c i t y and we f i n d 
t h a t PP&L has not demonstrated o t h e r w i s e . 

25/ Suura n.9. 

26/ See York Canyon Cogeneration A s s o c i a t e s , 44 FERC 1 61,101 
(19881 ( d r i e d b i t u m i n o u s coal f i n e o l j ENESCO - The Energy 
Systems Company, 35 FERC 1 62,374 (1986) ( d r i e d a n t h r a c l l u 
s i l t ) j BlecLXQdyne. 32 FERC 1 61,102 (19851 ( d r i e d 
a n t h r a c i t e c o a l , culm, and a l l t ) . 
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We now t u r n t o t h e issue of whether t h e f a c i l i t y used enough 
i h o r m a l o u t p u t t o u a t l u f y t h e Convnl as i on' a o p e r a t i n g s t a n d a r d . 
27/ llaocd on our review of the p a r t i e s ' oubmlsslono, we conclude 
t h a t S c h u y l k i l l Energy has not met t h i s r c q u I r c m e n t . 

As noted above, a q u a l i f y i n g t o p p i n g • c y c l e c o g e n e r a t i o n 
f a c l U t y , such aa S c h u y l k i l l Energy's, must s a t i s f y s e c t i o n 
2 9 2 . 2 0 5 ( a ) ( 1 ) of our r eg 11 l a t Ions, wh I ch requ i res t h a t t h e - u s e f u l 
thermal o u t p u t " o l the f a c i l i t y be no l e s s t h a n 5 p e r c e n t of t h e 
t o t a l energy o u t p u t of the t a c i l i t y d u r i n g each c a l e n d a r year. 
Our review ot t h e p a r t i e s ' submlaa1ona i n d i c a t e s t h a t f i v e 
p e r c e n t of t h e t h e i m a l o u t p u t of the f a c i l i t y has not been 
a p p l i e d t o d r y i n g s i l t i n each of c a l e n d a r years 1990-1995. 

We agree w i t h S c h u y l k i l l Kncrgy t h a t t h e s p e c i f i c f i g u r e s 
f o r t OIIH ot d r i e d u i 11 I n t h e 19U6 c e r t I f I c a t 1 on o r d e r and t h e 
199/ n o t i c e of a e 1 f - cc rt. I ( i ca t i on are not d e t e r m i n a t i v e . 'Ihe 
amount of s i l t t h a t would need t o he d r i e d I n any g i v e n year a t 
S c h u y l k i l l Energy's ( a c l l i t y I s a f u n c t i o n of the p l a n t 
a v a i l a b i l i t y and the m o i a t u r e c o n t e n t o t the raw and processed 
s i l t . When leua power l a produced, l e u s i h e r i r u i l o u t p u t needs t o 
he a p p l l u d t o the commercial o r I n d u s t r i a l process I n o r d e r t o 
H.I L I u f y I. hu upe i at 1 ny tftamlti 1 d . 

In none of the years f o r which f u l l c a l e n d a r year 
I nt oinin t ion l a a v a i l a b l e I n t h i s p r o c e e d i n g ( i . e . , 1993 th r o u g h 
1990) was a s u f f i c i e n t amount of s i l t d r i e d t o meet the f i v e 
p e r c e n t o p e r a t i n g s t a n d a r d . 26/ Even under beat case c o n d i t i o n s , 
such as i n 199S when the t a c i l i t y a t t a i n e d I t s h i g h e s t 
a v a i l a b i l i t y f a c t o r , Reading d r i e d o n l y 25 p e r c e n t of t h e 
requ I red amount ot a l l t needed t o meet the o p e r a t i n g s t a n d a r d . 
For c a l e n d a r year 1992, p r o r a t i n g the amount of s i l t d r i e d d u r i n g 
the e i g h t - m o n t h p e r i o d t o r which a c t u a l data a r e a v a i l a b l e f o r 
the remainder of the year, the amount of s i l t d r i e d i s o n l y 
a p p r o x i m a t e l y 24 pe r c e n t of t h a t needed t o meet t h e o p e r a t i n g 
s t a n d a r d f o r 1992. For January 1990 t h r o u g h May 1992, S c h u y l k i l l 
Energy u u p p l i e d no data on the amount of s i l t d r i e d . S c h u y l k i l l 
Enuigy s t a t e s t h a t a f t e r i t s f a c i l i t y was r e c e r t i f l e d i n 1992, I t 
saw no need t o r e t a i n data f r o m p r i o r p e r i o d s , however, aa no t e d 

22/ The e f f i c i e n c y s t a n d a r d o f 18 C .F .R . S 2 9 2 . 2 0 5 ( a ) ( 2 ) (1997) 
does n o t a p p l y t o w a s t o - t u e l o d cogenera11 on f a c i l i t i e s . 

2(1/ Our c o n c l u s i o n i s based upon I n f o r m a t i o n p r o v i d e d i n 
S c l i u y l k i l l E n e r g y ' s 19B6 opp 1 I car i on , S c h u y l k i l l E n e r g y ' s 
i ' j ' j 2 a p p l i c a t i o n ( w h i c h I n d i c a t e d t h a t t h e I n f o r m a t i o n i n 
t h e 19U6 a p p l i c a t i o n tind no t cl iangod) and I i i t o n n a t i o n f r o m 
t l i u j) 1 i i i id I ugn f i l e d i n t h i n p roceed I ng . 
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above, n o t h i n g I n our r e g u l a t i o n s o r precedent I n d i c a t e s t h a t a 
( a c l l i t y o p e r a t o r i n absolved by a r e c e r t i f 1 cat i on from l i a v i n g t o 
demonstrate compliance f o r p r i o r p e r i o d s , o r t h a t t h e 
CummisBIon's r e v o c a t i o n a u t h o r i t y lapses a t any p o i n t . 29/ 
T h e r e f o r e , i n l i g h t of the lack o( data t o the c o n t r a r y and 
S c h u y l k i l l ' s non-compliance w i t h r.hR o p R r a t l u g s t a n d a r d t o r t h e 
years 1993 - 1995, we conclude t h a t S c h u y l k i l l Energy has f a i l e d 
t o d emonstrate compliance w i t h the o p e r a t i n g ntaudard t o r the 
years 1990 - 1992. 

We a l s o g i v e no credence t o S c l i u y l k i l l Knnrgy'H eonnii I r a nt. ' H 
computer model ot Reading's d r y i n g processcB, which p u r p o r t s t o 
demonstrate t h a t the energy t h e o r e t i c a l l y r e q u i r e d t o process 
Reading's s i l t approximated the a c t u a l thermal energy r e c e i v e d 
from S c h u y l k i l l Energy and used by Reading. K l r a t , when 
h i s t o r i c a l and ( a c t u a l data ore or shou l d be a v a i l i d i l e . i.h»» nsn 
ot a model l a unnecessary. 'Second, the model's o u t p u t l a bannd 
on the i n p u t assumptions and values used t o c o r r e l a t e w i t h the 
p r e s e n t s i l t d r y i n g o p e r a t i o n . Some of these v a l u e s i n c l u d e 
a n c i l l a r y uses of thermal o u t p u t a l l e g e d f o r the f i r s t time i n 
the c u r r e n t p l e a d i n g . S c h u y l k i l l Energy has not i n t h i n 
p r o c e e d i n g o r i n any of i t s p r i o r f i l i n g s f o r c e r t I ( 1 c a t ion 
p r o v i d e d any data on how much steam i n r e q u i r e d ( o r each of the 
cl a i m e d a n c i l l a r y uses. A d d i t i o n a l l y , S c h u y l k i l l Energy has 
t a i l e d t o demonstrate how such a n c i l l a r y uses q u a l i f y aa u a e f u l 
therma1 o u t p u t . 

Xli£_t:Qjnraiflflicui_arilerfl: 

(A) S c h u y l k i l l Energy's f a c i l i t y d i d not meet the oper.n. Ing 
Htanrtard t o r ca l e n d a r years 1 9 9 0 ) 9 9 5 , and a c c o r d i n g l y d i d not 
o p e r a t e aa a q u a l i f y i n g c o g e n e r a t i o n f a c i l i t y d u r i n g t h a t p e r i o d . 

( d l Pt'fcl.'n m o t i o n i s hereby g r a n t e d t o the e x t e n t dlncurined 
i n t h e botly of t h i s o r d e r . 

Qy t h e commlaelon. 

( S E A L , ) 

n a v i d ['. l i o e r g e r n , 
Act i ng S n c r p t R i y . 

22/ See Hegan^Eaclne at c i . s e i . 
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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, 

Craig R. Burgraff 
Senior Assistant Consumer Advocate 

Enclosures 
cc: All parties of record 
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ANSWER OF THE OFFICE OF CONSUMER ADVOCATE 

t> THE PETITION OF PP&L, INC. FOR RECONSIDERATION, 
CLARIFICATION, AMENDMENT, CORRECTION, AND 

Pv C O SUPERSEDEAS OF THE ORDER ENTERED 
C Q \ _ U t \ \ JUNE 15, 1998 AND FOR EXPEDITED CONSIDERATION 

D0CUME5 

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 15, 

1998 Opinion and Order in PP&L's restructuring case. Application of Pennsylvania.P_Qweii&Light 

Company For Approval of Restructuring Plan Under Section 2806_Qf the Public Utility_CQde, 

Docket No. R-00973954, Slip op., (June 15, 1998). ("PP&L"). The OCA respectfully submits that 
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PP&L's substantive requests, along with several of its requested corrections, should be denied. 

I . 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, ^esiJ^m^QKa^J^erm^^ mission, 659 

A. 2d 1055 (Pa.Comwlth. Ct. 1995), p£lMojLjbiLalLQwance_QjLappeaLdeiiied, No. 576 W.D. 

Allocatur Docket (April 9, 1996); Qty_QfJitt&bm-gh^JE.eiinsy^ 

(Appeal of Pennsylvania Public Utility Cnmmissinn), 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 "[pjarties 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 appeal* 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. 

56 Pa. PUC at 559. 
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I I . 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 issues 

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 dial 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 PR&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. 
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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 

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. 

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 its 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. 

4 
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B. Reconsideiatioji 

1. There Is No Need Tn Reconsider The Commission's Susquehanna 

I^reciatioiLQetenrLinatiQn. 

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. EP&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. Sec 85 Pa. PUC 306, 354-356(1995); ER&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 in its briefs in 

the case. These arguments are that the scheduled January 1, 1999 reduction of the bundled regulated 

rate is no longer appropriate because of the transition to competition and the rate caps under the Act 

(PP&L Petition at K'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 (̂'s 26 and 27). The 

Commission directly rejected these arguments. EP&L at 25. Thus, these arguments within PP&L's 

request for reconsideration fail to meet the Quick 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 singular treatment. 

Rather the Commission appropriately considered PP&L's obligation in setting just and reasonable 

rates under the Act.1 

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 

1 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. PE&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 its arguments against any mitigation. 
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the asset or liability as part of its restructuring plan, which 
ttaditionally^QiildJiejiec^^ but 
which may not be recoverable in a competitive electric generation 
market. . . (Emphasis supplied). 

The $70 milhon 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, it is not eligible for 

stranded cost recovery as the Commission has correctly mied here. As the Commission recognized, 

in order to meet its duty under the Act in adopting a methodology that recovers a j ust 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 generation-related 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 denied. 

D.eteonination 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 

7 



the market value of PP&L's generating assets. PP&L Petition at 1. The OCA submits that the 

Commission has made no etrors in this portion of its Order, and that PP&L's request is based simply 

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 overlooked 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 certain 

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 59. The arguments relative to 

energy imports are at PP&L 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, Recisinn 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 unexplained miscellaneous adjustments to allow the alleged 

reconcihation 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 I . 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. 



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&L 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.3 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 it 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. 

10 



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 Uuick 

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. XIieJllQinpany!s_P_ftitinn For Reconsideration Regarding Code of Conduct 

Fails To Raise Any Novel Issues Warranting Reconsideration_OiiThe_Commission's Older. 

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&L 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 merit. In its Order, 

the Commission stated that: 

We fmd 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-com parable 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 diosen. 

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 is 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 in 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. Conections 

1. IncaaecLStartmgJRate 

PP&L at pages 5-6 of its Petition submits that the Commission adopted an incorrect 

starting average bundled rate of 7.210 per kWh in calculating the unbundled components of PP&L's 

rates after restructuring. It proposed the use of a 7.420 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 7.210 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. 
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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 caps. 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 7.420 kWh. PP&L Petition at 6. If PP&L is requesting that this figure be 

used as a basis of restructuring rates for unbundling purposes, then PP&L's correction is violative 

of the actual customer rate cap provisions of the Act. If PP&L's request is that a different system 

average unbundled rate be used for illustrative puiposes 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 witaess 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 inteiTogatoiy 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 sales 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 is 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 1.700 per kWh transmission and 

distribution charge based upon its postulation that OCA witness Lee Smith erroneously assumed in 

calculating the T&D unbundled rate, that the effect of PP&L's proposed depreciation reserve swap 

was accounted for in PP&L's average transmission 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 1 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 witness 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. IacQn:ecî h.Qpping_Ci:e.dits 

PP&L suggests that the Commission's calculation of the shopping credits in 

Attachment A to its Order appeal's 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. Tnmrrect Amoritization Rate 

The OCA agrees that the Commission appeal's to have applied the incorrect CTC 

amortization rate in its Appendix due to a transpositional error. This issue can be addressed in the 

compliance phase. 

D. Clatification 

At pages 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.1' 

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. EE&L at 68-69.4 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 its 

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. I d at 68-69. It then stated that it agreed with the OCA and PP&L that the 
stranded cost methodology is appropriate and adopted the OCA's calculation. IcL 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 

a stay. 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 transition to electric competition. 



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 

Office of Consumer Advocate 
5th Floor, Forum Place 
555 Walnut Street 
Harrisburg, PA 17101 
(717) 783-5048 

Dated: July 2, 1998 
47350 

Counsel for: 
Irwin A. Popowsky 
Consumer Advocate 
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