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VIA HAND DELIVERY

James J. McNulty, Secretary "‘%ﬁ @ C K ET E

Pennsylvania Public Utility Commissio
Room B-20, North Office Building APR 18 2000
Harrisburg, PA 17120

Re:  Application of PECO Energy Company, Pursuant to Chapters 11, 19, 21, 22 and 28
of the Public Utility Code, For Approval of (1) a Plan of Corporate Restructuring,
Including the Creation of a Holding Company and (2) the Merger of the Newly

Formed Holding Company and Unicom Corporation; Docket No. A-llOﬁSﬂ@EU
JUCUMENT

Dear Secretary McNulty: F O L D E R

As counsel to the Industrial Energy Consumers of Pennsylvania (“lECPA”) in the above-
captioned proceeding, we are filing the original and three (3) copies of this Letter in Support of
the Philadelphia Area Industrial Energy Users Group (“PAIEUG”) Reply to Objections of PPL
Electric Utilities Corporation to the Joint Petition for Settlement. [ECPA is a signatory to the
Joint Petition for Settlement and has previously submitted a Statement in Support of that
Settlement. IECPA continues to encourage Commission approval of the Joint Petition for
Settlement as filed and a denial of the Objections submitted by PPL Electric Utilities Corporation
and Councilman David Cohen.

[ECPA’s endorsement of the Joint Petition for Settlement and the PAIEUG Reply to
Objections are based upon the public interest benefits inherent in the Settlement and the
consistency of the Settlement with IECPA’s position statement on utility mergers. That policy
statement encourages all mergers approved by the Pennsylvania Public Utility Commission to
promote the following principles:

(1) Reliability of service;

(2) Financial integrity of the regulated utility and safeguards protecting customers of
that utility;

COLUMBUS, OH . WASHINGTON, D.C.



James J. McNulty, Secretary
April 17, 2000

Page 2

(3) Pass through of economic benefits achieved by the regulated utility to customers
of that utility;

4) Customer avoidance of any economic hardship or additional costs incurred by
their regulated utility; and

(5) No adverse impact on the ability of customers of the regulated utility to
competitively shop for energy.

The Joint Petition for Settlement accomplishes these principles and PPL’s attempt to
undermine that Settlement is inconsistent with the public interest, obstructionist to the settlement
process, and injurious to the likelihood of future collaborative efforts on complex matters before
the Commission. Therefore, IECPA requests that the Commission deny the Objections to the
Joint Petition for Settlement as filed by PPL and Councilman Cohen and promptly adopt the
Joint Petition for Settlement as filed.

As shown by the attached Certificate of Service, all parties to this proceeding are being
duly served. Please date stamp the extra copy of this letter and kindly return it for our filing
purposes.

Very truly yours,

McNEES, WALLACE & NURICK

By /&""‘/ﬁ{é%ﬁ%/ﬁ

David M. Kleppinger

Counsel to the Industrial Energy Consumers of
Pennsylvania

DMK/dt
Enclosures

c Chief Administrative Charles E. Rainey, Jr. (via Federal Express)
Certificate of Service



CERTIFICATE OF SERVICE

[ hereby certify that 1 have this day served a true copy of the foregoing letter upon the

participants listed below in accordance with the requirements of 52 Pa. Code § 1.54 (relating to

service by a participant).

Tanya J. McCloskey, Esq.
Office of Consumer Advocate
555 Wainut Street

Forum Place, Fifth Floor
Harrisburg, PA 17101

Bemard A. Ryan, Jr., Esq.

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

Kenneth L. Mickens, Esq.
Office of Trial Staff

PA Public Utility Commission
901 Rear North 7th Street
P.O. Box 3265

Harrisburg, PA 17105-3265

Craig A. Doll, Esq.
214 State Street
Harrisburg, PA 17101-1108

VIA HAND DELIVERY

Honorable Allyson Y. Schwartz
4" District

Senate Box 203004

Harrisburg, PA 17120

John Hanger, Esq.
212 Locust Court, Suite 410
Harrisburg, PA 17101

Christopher B. Craig, Esq.
Room 545 Main Capitol Building
Harrisburg, PA 17120

Dantel Clearfield, Esq.

(erald Gornish, Esq.

Kevin Moody, Esq.

Wolf, Block, Schorr & Solis-Cohen LLP
212 Locust Street, Suite 300

Harrisburg, PA 17101

Michael Fiorentino, Esq.
Clean Air Council
105 N. Front Street

Suite 106 o
Harrisburg, PA 17101 § S
. =
VIA FEDERAL EXPRESS A
T og
Paul R. Bonney, Esq. Paul E. Russell, Bsq. L& & o7
2301 Market Street PP&L Inc. = c‘;

P.O. Box 8699
Philadelphia, PA 19101-8699

Thomas P. Gadsden, Esq.
Morgan, Lewis & Bockius, LLP
1701 Market Street
Philadelphia, PA 19103-2921

e
Two North Ninth Street g?
Allentown, PA 18101-11499

s
L)

Donald A. Kaplan, Esq.

Leanne M. Bober, Esq.

Preston, Gates, Ellis & Rouvelas, Meeds LLP
Suite 500

1735 New York Avenue NW

Washington, DC 20006



CERTIFICATE OF SERVICE
Docket No. A-110550F0147
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VIA FIRST CLASS MAIL

Peter Meadows Adels, Esq.
PennFuture

117 8. 17* Street, Suite 1801
Philadelphia, PA 19103

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

John S. Halsted, Esq.

Gawthrop, Greenwood & Halsted
119 North High Street

West Chester, PA 19381-0562

Kenneth M. Barna, Esq.
Wayne R. Frigard, Esq.
Rubin & Rudman LLP
50 Rowes Wharf
Boston, MA 02110

Patricia McNamara
6048 Ogonty Avenue
Philadelphia, PA 19141

Joseph A. Dworetzky, Esq.
Hangley, Aronchick Segal & Pudlin
One Logan Square 27" Floor
Philadelphia, PA 19103

John L. Hall, Esq.

Unruh, Tumer, Burke & Frees, P.C.
P.O.Box 515

West Chester, PA 19381-0515

Joseph Otis Minott, Esq.
135 S. 19th Street,

Suite 300

Philadelphia, PA 19103

Gregory K. Lawrence, Esq.

Sutherland, Asbill & Brennan LLP

1275 Pennsylvania Avenue NW
Washington, DC 20004-2415

John Will Ongman, Esq.
Pepper Hamilton LLP

600 Fourteenth Street NW
Washington, DC 20005-2004

John L. Munsch, Esq.
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Patricia J. Clark, Esq.
Allegheny Energy Supply
800 Cabin Hill Drive
Greensburg, PA 15601

Philip A. Bertocci, Esq.
Community Legal Services, Inc.
1424 Chestnut Street, 4th Floor
Philadelphia, PA 19102

Andrew Altman
400 S Camac Street
Philadelphia, PA 19147

Dennis Waters
2314 Delancey Place
Philadelphia, PA 19103

Amy Gold
Shell Energy Services Co., L.L.C.
P.O. Box 4402

Houston, TX 77210

%4/(//4/@/1/\

David M. Kleppinger /

Dated this 17" day of April , 2000, in Harrisburg, Pennsylvania.
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Pepper Hamilton LLp

-Avtorneys at Law

200 Cne Keystone Plaza @

North Front and Marker Streets @@U It?_] A
P.O. Box 1181 -

Harrisburg, PA 17108-1181

717.255.1155
Fax 717.238.0575

717.255.1170

ryank@pepperlaw.com
April 18, 2000
Via Messenger Delivery
James J. McNulty, Secretary ‘ .
Pennsylvania Public Utility Commission D 0 C U ME N T 44 2
Room B-20 2 = .
North Office Building F O L D E R m.o2
Harrisburg, PA 17120 % -i = ‘_ﬂ
Y em
Re:  Application of PECO Energy Company Pursuant to ‘é;n =
Chapters 11, 19, 21, 22, and 28 of the Public Utility S 2ol “‘1:
Code for Approval of (1) a Plan of Corporate l'; bt
Restructuring, Including the Creation of a Holding c

Company and (2) Merger of the Newly Formed

Holding Company and Unicom Corporation:
Docket No. A-110550F0147

Dear Secretary McNulty:

Enclosed for filing with the Commission are the original and four (4) copies of the

Reply of the National Railroad Passenger Corporation to the Objections of PPL Electric Utilities
Corporation in the above-referenced proceeding.

As shown by the attached Certificate of Service, all parties to this proceeding are

being duly served. Please time-stamp the extra copy and return it with our messenger. Thank
you for your assistance with this matter.

Enclosures
cc:

All counsel of Record (via facsimile)

Charles E. Rainey, Jr., Administrative I.aw Judge (via facsimile and hand delivery)

Philzdelphia, Pennsylvania Washingron, .C. Detroit. Michigan
Pittsbucgh, Pennsylvania

New York, New York . O
Wilmingron, Delaware Berwyn, Peansylvania

Cherry Hill, New Jersey
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Pursuant to the order issued March 28, 2000 by Administrative Law Judge

Charles E. Rainey, Jr., the National Railroad Passenger Corporation (*Amtrak”™) hereby
submits this Reply to the Objections of PPL Electric Utilities Corporation
(“PPL Objections”). PPL Electric Utilities Corporation (“PPL”) urges the Commission
either to reject the Joint Petition for Settlement (“Joint Petition™) or to impose additional
conditions prohibiting any signatory from relying upon this settlement as a precedent in
other proceedings. For the reasons explained below, PPL’s attack on the settlement

should be rejected, and the Commission should approve the Joint Petition based upon the
existing administrative record.



L INTRODUCTION AND SUMMARY

PPL’s opposition to the Joint Petition is misguided. First, as a utility with
no direct stake in the proposed merger, PPL does not have standing to raise these
objections. Although PPL is an intervenor in this proceeding, it has standing to
challenge the global settlement only if and to the extent that it has a direct, immediate
and substantial interest in this multi-party agreement. Yet the only interest identified by
PPL is not direct, immediate or substantial, but is entirely remote and speculative.
Specifically, PPL theorizes that it may some day be involved in a merger proceeding of
its own, and its adversaries may rely upon the settlement agreed to by PECO Energy
Company (“PECO”) as a basis for seeking conditions or settlement provisions which are
inconsistent with Commission policy. If PPL ever does propose a merger of its own,
however, it is fully capable of defending its interests and opposing the imposition of
Inappropriate conditions at that time.

In questioning specific provisions of the settlement, PPL also takes a very
narrow view of the Commission’s authority to impose merger conditions that are “just
and reasonable” or pro-competitive; however, the precise scope of the Commission’s
authority to mandate such conditions is an abstract or theoretical issue that need not be
resolved in approving the terms of a voluntary settlement. Especially since the Jont

Petition already contains a provision barring use of this settlement as “controlling



precedent,” there is no reason for the Commission to devote its scarce resources to the
resolution of PPL’s hypothetical concerns.

Second, on a provision-by-provision basis, PPL questions the evidentiary
support for the multi-party settlement. PPL argues, for example, that the agreed-upon
rate reductions may exceed the cost savings attributable to the merger. This argument,
however, is itself based upon a misunderstanding of the settlement process. Parties
negotiate settlements partly to avoid the need to litigate over complex issues such as the
appropriate methods for estimating and sharing future cost savings. In this case, if the
Commission now forces the parties to engage in costly litigation over such issues, one of
the critical benefits of the settlement process would be eliminated.

Furthermore, even if PPL could prove that the rate reductions negotiated
here exceed the expected cost savings from this transaction or that other provisions go
beyond what could be mandated by the Commission, that would not justify rejection of
the settlement. When a utility such as PECO seeks Commission approval for a major
transaction, it must weigh all the costs and uncertainties of litigation. In negotiating a
settlement, it is always free to exceed minimum legal requirements. If that occurs, it is
not a fatal flaw requiring Commission investigation, but is an accepted benefit of
resolving cases through negotiations. Moreover, as is common, this settlement has been
presented to the Commission aé a package that must be accepted or rejected as a whole.

This approach is often necessary, and was necessary here, in order to unify a multitude of



parties with differing interests. If, as here, the undisputed evidence shows that a
settlement 1s 1n the public interest, hearings are completely unnecessary. Indeed, PPL
acknowledges that the proposed settlement would require $200 million in rate reductions,
would extend the rate cap for an additional 18 months (until December 31, 2006), and
simultaneously would require reliability improvements. Based upon these undisputed
benefits, there is ample support in the record for a determination that the settlement is in
the public interest.

Third, in challenging this settlement, PPL briefly refers to the provision
authorizing Amtrak to pay a lump sum and buy out any obligation that it has to pay
competitive transition charges (“CTCs”) to PECO. This provision has absolutely no
impact on PPL, and PPL therefore does not have standing to question it. Furthermore, in
giving Amtrak the optien to pufsue a CTC buyout, the settlement simply implements
existing provisions in the 1998 Restructuring Settlement and in the Electricity Generation
Customer Choice and Competition Act, 66 Pa. C.S. q 2801 et seq. Those provisions are
applicable to all industrial customers. Contrary to PPL’s assertions, then, the Amtrak

buy-out provision is not unreasonable or discriminatory in any way.



I. ARGUMENT

A. SINCE PPL DOES NOT HAVE A DIRECT, IMMEDIATE, AND
SUBSTANTIAL INTEREST, IT DOES NOT HAVE STANDING TO
CHALLENGE THE SETTLEMENT

Under established principles of standing, any complaint filed with the
Commission must demonstrate that the party seeking regulatory relief has a “direct,
immediate and substantial interest” in the subject matter.! As Administrative Law Judge
Rainey has stated: “The requirement that a party have standing to bring a complaint is
essential to the integrity of the administrative hearing process.™

In this case, PPL is an intervenor rather than a complainant, but the basic
principles should be the same. An intervenor should not be permitted to challenge a
multi-party settlement or obtain evidentiary hearings unless it can demonstrate that it has
a “direct, immediate and substantial interest.”

PPL has failed to meet this basic test. In its Objections, PPL does not claim

that the PECO-Unicom merger or the settlement will result in any direct or immediate

! See L.G. Spielvogel, P.E. v. PECO Energy Co., Docket No. R-
00963728C0001 (Order by Administrative Law Judge Rainey entered January 17, 1997)
at 4 (“Spielvogel Order”) (citing Investigation Into Equitable Gas Company’s Revenue
Allocation Among Transportation Customers, I-900009 (order entered January 16,

1992); Re L&H Trucking Company, Inc., 55 Pa. PUC 469 (1982); Pennsylvania
Petroleum Association v. Pennsylvania Power & Light Company, 32 Pa. Commw. Ct.

19, 377 A.2d 1270 (1977), aff’d 488 Pa. 308, 412 A.2d 522 (1980)). See also Wm.
Penn Parking Garage, Inc. v. City of Pittsburgh, 464 Pa. 168, 346 A.2d 269 (1975).

2 Spielvogel Order at 9.




injury. Its only interest here is abstract and hypothetical. PPL argues that it could at
some future date propose a merger of its own, and this hypothetical transaction could be
opposed by parties attempting to rely upon the PECO-Unicom settlement as a precedent.?
Under PPL’s own theory, any potential injury is in the future and is highly uncertain.

For standing purposes, it is unnecessary to confront the weakness of PPL’s
position on the merits. All that matters is that PPL has failed to show that it has any
direct, immediate or substantial interest. As explained above, PPL is a sophisticated
electric utility that has the ability to defend its interests in any future merger proceeding.
Specifically, if PPL does in the future propose a merger with another electric utility, it
would be free to oppose the imposition of any proposed conditions which are not “just
and reasonable” or necessary to establish a competitive market. In any such proceeding,
PPL also would be free to present its views on the proper interpretation of the statute..
Consequently, PPL. is not facing any direct or immediate injury that gives it standing here

to contest a settlement strongly supported by PECO and nearly all of the intervenors.

SPPL acknowledges that the Joint Petition includes a provision designed to
address such concerns. (Joint Petition at 41.) While conceding that this provision
prohibits use of this settlement as “controlling precedent,” PPL argues that this clause
does not go far enough. PPL apparently seeks to prohibit parties from even referring to
the settlement in negotiations or in pleadings. This request goes too far. Effectively,
PPL is asking the Commission to limit the First Amendment rights of PECO, the
intervenors in this proceeding, and possibly other interested parties. Yet PPL has failed
to show that the Commission has the authority to grant such sweeping relief.

-6-



B. IN A SETTLEMENT, A UTILITY MAY PROPERLY OFFER
CONCESSIONS THAT EXCEED LEGAL REQUIREMENTS

In urging the Commission to reject the proposed settlement or impose
additional conditions, PPL claims that PECO has been too generous in the negotiations.
PPL insists that the settlement is flawed because it contains “concessions and benefits
that have no relation to the proposed restructuring and merger.” (PPL Objections at 12.)

This argument disregards the very broad authority that is given to the
Commission in merger cases. Using expansive language, the Electricity Generation
Customer Choice and Competition Act expressly authorizes the Commission to impose
any conditions that are “just and reasonable” or that are necessary “to preserve the
benefits” of a competitive and properly functioning market. (66 Pa. C.S. §§1103(a),
281 1(e)(2)).

More importantly, this is not a proceeding in which the Commission is
being asked to impose conditions on an unwilling utility. Instead, as part of an overall
settlement, PECO has agreed voluntarily to institute rate reductions, to extend the
existing rate cap for another 18 months, and to improve its reliability. If these core
elements of the settlement are in the public interest, and they certainly are, the
Commission has full authority to grant its approval. Contrary to PPL’s assertions, the

Commission is not required to determine whether each and every provision of the



settlement is “directly related” to the merger or is designed to cure an injury directly
attributable to the merger.

Indeed, PPL overlooks a basic tenet of settlement, which 1s that the parties,
in order to settle, may agree to provisions that exceed the minimal requirements of the
law, in an effort to resolve litigation and provide certainty. Under these established
principles, even if PECO has offered concessions which exceed the requirements of
Pennsylvania law, the proposed settlement should be approved.

C. THE AMTRAK-SPECIFIC PROVISION IN THE GLOBAL
SETTLEMENT IS JUST AND REASONABLE

PPL briefly refers to the fact that in this settlement, “PECO has offered
Amtrak the option of, and has asked the Commission to approve” a provision giving

Amtrak the option to buy out any obligation to pay CTCs under PECO’s existing rate

4 See, e.g., Suter v. Artist M., 503 U.S. 347, 354 n.6 (1992) (parties may
agree to provisions in a consent decree that “exceed the requirements of federal law”); cf.
Rufo v, Inmates of Suffolk County Jail, 502 U.S. 367, 389 (1992) (“officers in charge of
institutional litigation may agree to do more than that which is minimally required by the
Constitution to settle a case and avoid further litigation”); Alexander v. Britt, 89 F.3d
194, 200 (4th Cir. 1996) (“in a consent decree, defendants may agree, within limits, to do
more than a judicially imposed injunction could have required’”); Commonwealth v.
Philip Morris, Inc., 40 Pa. D.&C. 4th 225, 233 (1999) (dismissing petitions to intervene
challenging tobacco settlement based upon lack of ripeness or failure to present a live
case or controversy, but noting that concessions by the tobacco companies have been
characterized as “a major accomplishment because they exceed the kind of injunctive
relief that this court would have been able to extend in light of First Amendment and
other constraints.”), aff’d sub nom., 736 A.2d 693 (Pa. Commw. Ct. 1999).

_8-



schedule. (PPL Objections at 28.) PPL argues that this lump sum buy-out provision has
not been shown to be “just and reasonable and non-discriminatory.” (Id.)

For the reasons explained above, PPL does not have standing to pursue this
claim. Here again, this utility questions a provision of the settlement having no impact
whatsoever on PPL. The 6nly parties even potentially affected by this lump sum buyout
provision are the other industrial and commercial customers of PECO, which are, or will
be, grouped with Amtrak for CTC reconciliation purposes. Yet all groups and State
agencies representing PECO’s industrial and commercial ratepayers have joined the
PECO-Unicom settlement and therefore are supporting the lump sum buyout provision
applicable to Amtrak.

In addition, in the years ahead, if Amtrak exercises one of the options
granted by PECO, and if that reduces Amtrak’s energy costs, this cost reduction would
certainly be in the public interest. Amtrak itself serves the public by providing intercity
passenger service both on the Northeast Corridor between Washington, D.C. and Boston
and elsewhere in the United States and Canada. Amtrak also operates its own interstate
electric transmission system along the Northeast Corridor and supplies traction power to
SEPTA and other commuter authorities operating on and off the Corridor. Ultimately, if
Amtrak is able to reduce its costs, the beneficiaries will be the members of the public

who rely upon Amtrak, SEPTA, and the other commuter authorities supplied by Amtrak.



Nor is there any basis for PPL’s concerns about whether the buy-out
provision is “just and reasonable” and “non-discriminatory.” The buy-out provision
simply implements existing provisions in the 1998 Restructuring Settlement and in the
Electric Competition Act.” For large industrial customers such as Amtrak, those
provisions expressly authorize the negotiation of CTC buy-outs, subject to approval by
the Commission. The Commission itself approved the buy-out clause in the 1998
Restructuring Petition and recognized that it was in the public interest to offer a lump
sum payment option. In the proceeding, the PECO-Unicom settlement provides specitic
buy-out amounts for Amtrak, but does not preclude other eligible customers from
negotiating buy-outs with PECO on reasonable terms. Accordingly, there is nothing

even remotely discriminatory about this provision.

3 See 1998 Restructuring Petition at 21 (April 29, 1998). Amtrak’s lump
sum buy-out options were calculated using a projected traction power growth rate of 0.4
percent per year. In accordance with the 1998 Restructuring Petition, which was
approved by the Commission, the revenue stream was then discounted back using
PECO’s after-tax cost of capital. If Amtrak is able to finance a buyout by borrowing
funds at an interest rate which is less than PECQO’s after-tax cost of capital, it will be able
to achieve cost savings. At the same time, however, since PECO’s CTCs initially were
established using PECO’s higher pre-tax cost of capital, there is a substantial margin of
protection for all ratepayers grouped with Amtrak for CTC reconciliation purposes.

-10-



I. CONCLUSION

For the reasons stated above, the proposed settlement covering the PECO-

Unicom merger should be approved, and the Commission should not hold any further

hearings.

Respectfully submitted,
MOUL N Mackbun e

Kenneth M. Barna Joh Will Ongman

Wayne R. Frigard Marc D. Machlin

RUBIN AND RUDMAN LLP PEPPER HAMILTON LLP

50 Rowes Wharf 600 14th Street, N.W,

Boston, MA 02110 Washington, D.C. 20005-2004

(617) 330-7006 (voice) (202) 220-1439 (voice)

(617) 549-9556 (fax) (202) 220-1665 (fax)

wfrigard @rubinrudman.com machlinm@pepperlaw.com

Brian P. Downey

John A. Greenbaum

Kelly Ann Ryan

PEPPER HAMILTON LLP
200 One Keystone Plaza

North Front and Market Streets
Harrisburg, PA 17108-1181
(717) 255-1164 (voice)

(717) 238-0575 (fax)

downeyb @pepperiaw.com

Counsel for National Railroad Passenger Corporation

Dated: April 18, 2000

-11-



CERTIFICATE OF SERVICE

1 hereby certify that I have this 18th day of April, 2000, served Reply of the

National Railroad Passenger Corporation to the Objections of PPL Electric Utilities Corporation

upen the parties listed below via facsmile:

Eric Joseph Epstein

Tri County OIC

2107 North Sixth Street
Harrisburg, PA 17110
(717) 238-7318
(717)238-6251 Fax
email:eepstein@igc.apc.org
(Pro Se)

Tanya McCloskey, Esquire

Irwin Popowsky, Esquire

Office of Consumer Advocate

555 Walnut Street

Forum Place 5th Floor

Harrisburg, PA 17101

(717) 783-5048

(717) 783-7152 Fax

email: paocca@ptd.net

(Counsel for Office of Consumer Advocate)

John Hanger, Esquire

212 Locust Court, Suite 410

Harrisburg, PA 17101

(717) 214-7920

(717) 214-7927 Fax

email: hanger @pennfuture.org
(Counsel for Citizens for Pennsylvania’s
Future)

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Commission
Office of Trial Staff

P.O. Box 3265

901 North 7th Street, 3rd Floor
Harrisburg, PA 17105-3265

(717) 787-1976

(717) 772-2677 Fax

email: mickens @puc.state.pa.us
(Counsel for Office of Trial Staff)

David Kleppinger, Esquire
Charis M. Burak, Esquire
McNees, Wallace & Nurick
100 Pine Street, P.O. Box 1166
Harrisburg, PA 17108-1166
(717) 232-8000
(717) 237-5300 Fax
email: dkleppin@mwn.com
: cburak@mwn.com
(Counsel for Philadelphia Area Industrial
Energy Users Group & Industrial Energy
Consumers of Pennsylvania)

Christopher B. Craig, Esquire
Senate Democratic Committee on
Appropriations

Room 545, Main Capitol Building
Harrisburg, PA 17120

(717) 787-5662

(717) 783-5210 Fax

email: ccraig@dem.pasen.gov
{Counsel for Senator Fumo)

Craig A. Doll, Esquire

214 State Street

Harrisburg, PA 17101

(717) 230-9555

(717) 230-8534 Fax

email: cdoll76342@aol.com
(Counsel for Connective Energy)

Honorable Allyson Y. Schwartz
Room 182

Main Capital Building
Harrisburg, PA 17120-3004
(717)787-1427

(717) 772-0572 Fax



James H. Cawley, Esquire

Rhoadsé& Sinon

12th Floor

One South Market Street

Harrisburg, PA 1710]

(717) 233-5731

(717) 231-6600 Fax

email: jcawley@rhoads-sinon.com
(Counsel for Mid-Atlantic Power Supply)

Daniel Clearfield, Esquire

Wolf, Block, Schorr & Solis-Cohen

Suite 300, 212 Locust Street

Harrisburg, PA 17101

(717 237-7173

(717) 237-7161 Fax .

email: dclearfield @ wolfblock.com
(Counsel for Enron Energy Services, Inc.)

Michael Fiorentino, Esquire

105 North Front Street, Suite 106
Harrisburg, PA 17101

(717) 230-8807

(717) 230-8808 Fax

email; mfioren@paonline.com
(Counsel for Clean Air Counsel)

Joseph Otis Minott, Esquire

135 South 19th Street, Suite 300
Philadelphia, PA 19103

(215) 567-4004

(215) 567-5791 Fax

email: joe_minott@cleanair.org
{Counsel for Clean Air Counsel)

Patricia J. Clark, Esquire
Norbert J. Smith, Esquire
Allegheny Energy Supply Company, LLC
Roseytown
RR 12, Box 1000
Greensburg, PA 15601
(724) 838-6217
(724) 830-5184 Fax
email: pclark @alleghenyenergy.com
: nsmith2 @alleghenyenergy.com
(Counsel for Allegheny Energy)

John L. Munsch, Esquire

Deborah J. Henry, Esquire

Allegheny Power

800 Cabin Hill Drive

Greensburg, PA 15601-1689

(724) 838-6210

(724) 838-6177 Fax

email: jmunsch@alleghenyenergy.com
: dhenry! @alleghenyenergy.com

{Counsel for Allegheny Power)

John L. Hall, Esquire

Unruh, Turner, Burke & Frees
P.O.Box 515

West Chester, PA 19381-0515
(610) 692-1371

(610) 692-1379 Fax

email: jhall@utbf.com

(Counsel for Wallace Township)

Gregory J. Pastore

619 Pemberton Street
Philadelphia, PA 19147

(610) 266-6616 Fax

email: gregpastore @yahoo.com

Patricia McNamara

6048 Ogontz Avenue
Philadelphia, PA 19141
(215) 424-8045 Fax
email: cepal 966@aol.com
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The Office of Consumer Advocate (OCA) is in receipt of the Objections to the Joint
Petition for Settlement filed by PPL Electric Utilities Corporation (PPL) and Counciiman ]javid
Cohen. Councilman Cohen, while recognizing the many positive aspects of the Settlement, raises
principled concerns that additioﬁal protections and conditions may be needed for this merger to be
considered in the public mterest. The OCA raised many of these concerns in its initial Protest in this
proceeding and explored these matters through extensive discovery and the settlement process. The
OCA respectfully submits that this comprehensive Settlement, joined in by a broad array of diverse
interests, fairly resolves the many concerns regarding the merger. The OCA will briefly explain its

position as to why the settlement provides necessary protections for ratepayers and is in the public

interest in Section ITI below.



- PPL, on the other ‘hand, filed objections to this Settlement that are, frankly,
astonishing in their level of mistrust of the Commission’s settlement process and in the
Commission’s ability to faithfully carry out its duties. Moreover, PPL has no legally cognizable
interest in most of the specific provisions of this Settlement to which it objects. Who is PPL, for
example, to argue that PECO ratepayers should not receive $200 million in distribution rate
reductions to reflect a sharing of certain merger savings between PECO and its customers? Even
if it has a recognizable interest, PPL’s objections are completely without support. PPL’s tactics, if
countenanced by the Commission, would séverely impair the settlement process that the
Commission has supported and which has worked well in advancing both electric and gas
restructuring in Pennsylvania. PPL’s effort to derail this Settlement, because some of the terms of
the Settlement might be cited against PPL in some future, hypothetical proceeding, must be rejected.

The heart of PPL’s complaint can be found at page 13, in Paragraph 22 of PPL’s
objections. PPL claims that it has become the subject of the “precedential effect” of settlements in
major cases--referring specifically to the electric restructuring proceedings. In essence, PPL is
arguing that it was not treated fairly by this Commission in the process of the settlement of its own
restructuring proceeding and believes that the same may happen again. As a participant in all of the
restructuring settlement proceedings, the OCA takes great exception to PPL’s characterizations of
this process and of the effort by all parties, particularly the Commissioners and Commission Staft,
in developing a process that allowed electric restructuring to move forward in Pennsylvania on a fair
and timely basis. Such a process worked to the benefit of all Pennsylvanians.

PPL argues, however, that even though it was represented by counsel throughout the
electric restructuring settlement process, that it was treated unfairly in that process because its
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restructuring settlement was “modeled” after PECO’s restructuring settlement. A comparison of
PECO?’s and PPL’s electric restructuring settlements, however, would demonstrate that, despite
PPL’s cries of foul, there are differences between the settlements that reflect differences within the
cases. To the extent that PPL did not like its restructuring settlement, it was never compelled to
agree to the terms—always being free to pursue litigation rather than settlement. So, too in the
future, PPL is never required to accept a settlement or a settlement term in its own case that it does
not believe is reasonable or supported. PPL can always litigate if it believes that the settlement
process will treat it unfairly.

As will be set forth in detail below, PPL’s objections should be rejected outright by
this Commission. Importantly, PPL never once argues or even suggests that this merger should not
go forward or that it is prepared to present evidence that this merger or the settlement is not in the
public interest. PPL simply argues that every provision of the settlement has no bearing on the
merger or is not supported by applicable law. But, PPL forgets the relevant legal test in evaluating
this merger—the public interest. As the Commission is well aware, the public interest is defined
broadly and the Settlement here brings together a broad and diverse group of Joint Petitioners who
actually do have an interest in these proceedings, and addresses a wide variety of public interest
considerations.

Moreover, the OCA questions whether it is proper at all for PPL to raise these types
of objections to this Settlement. Although PPL’s intervention in this proceeding was not opposed
by PECO, the OCA questions whether PPL is aggrieved by this settlement—which clearly
acknowledges that it is not controlling precedent—or whether PPL has a sufficient interest in many
of the terms that it has challenged to have standing to contest this settlement. The OCA submits that
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PPL’s interest in these provisions is so tenuous that it has no cogn_izab]e,-legal interest in the
provisions of the Settlement. For example, PPL has not claimed any competitive harm to itself or
any impact upon PPL service or rates from this Settlement in its objections.! PPL’s objections
should be dismissed out of hand. To do otherwise is to suggest that anyone can intervene in any
PUC case and scuttle a negotiated settlement among the real parties in interest.

As this Commission’s recent experience demonstrates, it is difficult enough to
achieve just and reasonable settléments amonlg the truly interested parties in a complex and difficult
case such as this one. It would be impossible to achieve settlement, however, if wholly disinterested
parties were allowed to challenge such settlements because of the possibility that some term from
the settlement might be suggested by a party to some as yet unfiled or uncontemplated proceeding
involving another set of parties.

As set forth below, the provisions of this settlement address risks and benefits to
PECQO's customers and the public interest from PECQO's proposed corporate restructuring and
merger with Unicom. For the reasons set forth in the OCA’s Statement in Support, for the reasons
set forth'in the public input testimony, and for the reasons set forth below, the OCA submits that this

settlement is in the public interest and should be adopted.

: The only possibly relevant claim that PPL has forwarded is that there may be some
impact from the rate caps and rate reductions on PJM transmission service that might affect PPL.
As set forth below, PPL’s claim is not only tenuous, it is wrong. PECO’s agreements will not impair
transmission service reliability and a rate cap exception exists that addresses this very issue.

4



iL REPLY TO OBJECTIONS OF PPL
A. Introduction

As set forth above, the OCA submits that PPL’s objections to this Settlement are
wholly without merit and should be dismissed out of hand. The gravamen of PPL’s complaint is
that PPL does not want this settlement to be used in any way in any other proceeding. See, PPL
Objections, Y122, 44-49. Even the settlement itself, however, acknowledges that it cannot serve as
controlling precedent in any future cases, including future mergers by other Pennsylvania utilities.
PPL, however, is not satisfied with this provision. PPL seeks to preclude the Joint Petitioners and
the Commission, in both future litigation and future settlements, from even referring to the fact of
this settlement or any of its provisions. PPL seeks to eliminate from Commission p;actice what has
become a useful paradigm for settling complex cases. The OCA strenuously objects to the
conditions proposed by PPL and submits that they are unnecessary and incorrectly imply that the
Commission cannot fairly and properly weigh the evidence in a case before it.

PPL also argues that the Settlement is unsupported by evidence of record and is
inconsistent with Commission policy and applicable law. PPL’s arguments are sorely misplaced in
some instances and flat out wrong in others. PECO has presented its Application, numerous Exhibits
accompanying the Application, and the testimony of five witnesses accompanying the Application
in this proceeding. In addition, there was significant public input testimony in support of the
Settlement. See, Tr. 99-102 (Witness for Citizens for Pennsylvania’s Future; Tr.102-104 (Witness
for Action Alliance for Senior Citizens); Tr. 110-111 (Witness representing a bank in Bucks
County); Tr. 112-114 (Witness for South Street Penthouse Special Service District); Tr. 114-118
(Witness for CEPA); Tr. 118-120 (Witness for the Greater Northeast Philadelphia.Chamber of
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=Commerce);, Tr. 120-122 (Witness for the Variety Club of the Delaware Valley); Tr. 167-170
(Witness for The Partnership for Community Development Corporation).? PECO’s testimony, the
public input testimony, the terms of the Settlement and the Statements in Support of the Settlement,
form the basis of any necessary findings regarding this merger.

PPL, however, seems to be suggesting that expert testimony beyond the Company’s
direct case is required for approval of this Settlement. Yet, PPL has presented no credible reason
and did not set forth any facts that would suggest that this Settlement is not in the public interest or
that further evidence is required. The Commission’s settlement guidelines specifically encourage
objecting parties to do just that if requesting further proceedings. 52 Pa. Code §69.406(a).

Moreover, despite PPL’s call for evidentiary hearings, and its suggestion that this is
a “contested” settlement, PPL never even indicates whether it would put on any evidence as to why
the Settlement is not in the public interest.> PPL also ignores the Statements in Support of the
parties, as well as the public input testimony, that explains why this settlement is in the public

interest. Based on the statements in support, the public input testimony and the Company’s

2 The above referenced testimony was taken from the first day of public input hearings.
Other examples of testimony which provide support for the conclusion that the Settlement is in the
public interest are as follows: Tr. 185-187 (Witness for Bensalem Township); Tr. 243-247 (Witness
for East Brandywine Township); Tr. 259-263 (Witnesses for West Goshen Township); Tr. 269-272
(Witness for Chester County Chamber of Business and Industry); Tr. 294-298 (Witness for City of
Coatesville).

3 PPL did not identify a witness for this proceeding in its Prehearing Memorandum or
identify specific issues that it sought to pursue as the ALJ requested despite having PECO’s
Application and Testimony for over two months. PPL simply reserved the right to name a witness
at a later time. PPL still has not identified a witness or indicated that it seeks to present evidence in
this proceeding.
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testimony with its Application, the Commission is fully able to review the terms of this settlement
and determine whether it is in the public interest.

As the Commission is well aware, many cases over the years have settled and been
accepted by the Commission based on the Company’s initial direct testimony being admitted to the
record. One of the reasons for settling cases is to avoid litigation costs and the unnecessary
divisiveness of positions that can sometimes result if adversarial positions are required to be taken.
In this case, extensive discovery was conducted by many of the parties, the Company testimony was
presented, and a remarkable cross-section of disparate parties were able to resolve their differences
without the resort to continued costly litigation. This is exactly what the Commission’s policy on
settlement contemplates. See, 52 Pa. Code §69.401. In its Policy Statement regarding both
mediation of non-rate cases and settlement of rate cases, the Commission expresses its support for
this approach and the results achieved by such an approach. For example, the Commission states:

In the Commission’s judgment, the results achieved from anegotiated

settlement or stipulation, or both, in which the interested parties have

had an opportunity to participate are often preferable to those

achieved at the conclusion of a fully litigated proceeding.

52 Pa. Code §69.401 (emphasis added). m, 52 Pa. Code §69.391. Indeed, this is exactly what
Chairman Quain urged the interested parties to do in this proceeding. Statement of Chairman Quain
issued March 2, 2000, In contrast to all of the other parties who signed the Settlement--such as the
Company, the OCA, the OSBA, OTS, the City of Philadelphia, Senator Fumo, PennFutures, Clean

Air Council, Enron, Conectiv, MAPSA, New Energy, PAIEUG, IECPA, Amtrak, CEPA, TAG,

ACORN, Action Alliance, Eric Epstein, and Patricia McNamara--PPL has no real interest in the



outcome of most of the issues in this case. ‘PPL cannot be allowed to now carp from the sidelines
and disrupt a negotiated resolution to this case that is in the public interest.

Finally, PPL seems to argue that the settlement is inconsistent with Commission
policy and applicable law, and that many of the provisions are not related to the merger. The OCA
submits that the public interest standard by which this merger is to be evaluated is a broad standard
and all of the provisions of the Settlement go directly to the public interest. The corporate
restructuring and the merger will affect every aspect of PECO’s operations. The OCA will discuss
below how the provisions of the settlement address the issues that were raised by the parties
regarding this merger and how the resolution of these issues is consistent with Commission policy
and applicable law. PPL has simply taken too narrow a view of what a proper resolution of this

corporate restructuring and merger proceeding entails.

B. PPL’s Request For Further Conditions Limiting The Future Rights Of The Joint
Petitioners Should Be Rejected.

1. PPL’s Request For Further Conditions Limiting The Future Rights Of The

Joint Petitioners [s Wholly Without Merit And May Limit The Due Process Rights Of The Joint

Petitioners In Future Proceedings.

In Paragraphs 44 through 49, PPL requests that the Commission “condition” this
Settlement on the Joint Petitioners “agreement” that this Joint Petition will not be used to justify
relief in subsequent proceedings before the Commission involving other pubtic utilities, including
efforts to reopen other restructuring settlements. PPL argues in 947 that if it does not get this
“protection,” PPL will be put in the position of defending against relief proposed in future

proceedings that might be included in the settlement. PPL goes on to argue that without this



“protection,” every case at the Commission will have to be treated by. PPL: like a “rulemaking” and
any decision the Commission may make in any other case will violate PPL’s due process rights.
PPL’s argument is so out of line with the concept of legal precedent that it is difficult to respond.

Under PPL’s view of the world, every potential litigant will be required to intervene
in every other litigant’s court proceeding. After all, one product manufacturer’s settlement of a
product liability claim might be cited by a party in some as yet to be filed lawsuit involving some
other product; or one criminal defendant’s plea bargain might be recalled by a judge in some other
defendant’s sentencing hearing. Clearly, every utility will not only intervene in every other utility’s
proceeding, but will also seek to veto any settlement term that the intervening utility would not have
accepted if the settlement term applied to it. The concept of the law is simply not as PPL represents
it.

This case is not a rulemaking. The terms of this Settlement do not apply to PPL any
more than they apply to the scores of other utilities across Pennsylvania that chose not to intervene
in this case. This is a case regarding a proposed merger by PECO. The OCA would note that this
Settlement contains a clause that states just-that. The Settlement provides:

Acknowledging that it is expressly understood and agreed that the

Settlement constitutes a negotiated resolution solely of issues

addressed herein, the Merger and Corporate Restructuring, the Joint

Petitioners agree that this Settlement shall not constitute or be cited

as controlling precedent in any other proceeding, including a

proceeding involving a merger or an acquisition by another

Pennsylvania electric utility.

Joint Petition, §72. This provision, in substantially similar form, is contained in many settlements
considered by the Commission. The OCA does not dispute that this settlement will not constitute

controlling precedent and the settlement and the law provides adequate support in this regard.
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To suggest, however, that it is unfair to PPL ora denial of PPL’s.due process rights
for the Commission even to consider similar provisions in any future case or any future settiements
turns the “shield” of this protective clause into a “sword” that may impinge upon the due process
rights of the Joint Petitioners, and may prevent the creation of a full record for Commission
'cor.nsideration. In essence, what PPL is arguing is that the Commission cannot be relied upon to
consider each case on its merits and to determine what condition or relief is appropriate based on all
of the facts of record in a case. The OCA submits that the Commission has always considered the
merits of any case before it. Moreover, the entire principle of the law is based on the foundation of
applying the facts of a case to the law or relevant precedent. What PPL really suggests is that the
Joint Petitioners’ due process rights in future proceedings be circumscribed by a condition that
presupposes the inapplicability of these settlement provisions to a future case. PPL’s attempt to here
suggest that the entire structure of the law should not apply to PPL cannot withstand scrutiny.

PPL also suggests that the Commission rule now that this settlement cannot be used
to reapen another electric utilities restructuring proceeding. The OCA submits, however, that PPL’s
‘concern is again misdirected. The restructuring proceeding settlements are settlements in their own
right and the terms of their reopening would be governed by the settlements themselves or the
agreement of the parties to the settlement. There is simply no need for the Commission to direct
such a condition when those settlements have been concluded, approved by the Commission, and
are in the process of being implemented. If, indeed, a.ny request is made to reopen any of the
settlements, the Commission can rule on the merits of that request at the time it is made based on

the facts at that time. PPL’s request for this additional condition should be rejected.
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2. PPL’s Argument That It Should Never Have To-Defend Against Certain

Claims In Future Cases Proves Too Much.

PPL also argues that the conditions it proposes in 49 should be inciuded because it
should not have to defend itself against the position that similar provisions should be applied to PPL
in a future case. PPL’s argument proves too much. Every party in every case before the
Commission is always free to present requests for relief and the Company must defend against those
requests with which it disagrees. The fact that one such request was included in another settlement
makes the burden no less and no more on the Company than any other request.* The Commission
will consider the request and the Company’s defense on the merits. The Company’s argument here
presupposes that the Commission will not faithfully perform its review but will simply rely upon a
previous settlement even if it is not supported in the PPL proceeding. The OCA strongly disagrees,
but if PPL finds that this has occurred to it in a future case, it can appeal and make its arguments to
the appellate courts.

PPL goes on to imply that some of the Joint Petitioners have an improper motive in

-regard to this Settlement. In Paragraph 46 of its Objections, PPL complains that the Statements in
Support of the Settlement filed by the OCA, Eric Epstein, MAPSA, and PennFutures reveal that
these parties already plan a strategy to use this Settlement in future proceedings. PPL again worries

that it may have to “defend” itself against these positions in future cases. The OCA submits,

4 The OCA would note that the PECO Joint Petition for Settlement includes several
corporate protections that were “modeled” after a similar settlement involving PPL’s corporate
restructuring. The OCA expects that had these similar requirements not been imposed upon or
agreed to by PECO, PPL would now be arguing that the inconsistent treatment for the same form
of corporate restructuring was unfair.
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however, that there is nothing inappropriate in parties proposing terms-in one case that have been
successfully implemented in a prior settlement. Indeed, without such a process, the OCA submits
that neither electric restructuring nor gas restructuring would have been accomplished in
Pennsylvaniain the timely manner in which they were accomplished. PPL’s argument goes directly
to the heart of the process which the Commission has utilized, and encouraged, to resolve large
complex cases.

PPL, however, worries that it may be forced to sign a settlement or defend against
a settlement term from another proceeding. The OCA submits, however, that the initial decision as
to whether to accept a provision from another settlement always rests with the Company. If the
Company feels that proposed provisions in a settlement, or requests for relief in a case, are not
relevant to its case or appropriate, it need not sign on to them. The Company can always fully
litigate its cases. The OCA has strongly supported the Commission’s settlement process and a free
exchange of ideas has always been helpful and useful in this process. As such, the OCA strongly
urges the Commission to reject any suggestion that the Joint Petitioners be restricted in any way in
-a future proceeding for having negotiated—in good faith—these settlement provisions.

3. Conclusion

For the reasons set forth above, the OCA submits that the additional conditions
requested by PPL in Paragraph 49 of its objections should be rejected. The OCA submits that
imposing these types of conditions on the Joint Petitioners or the settlement process will simply

eliminate the settlement process that has worked so well in Pennsylvania.
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B. PPL’s Arrpument That Specific Provisions Are Not Consistent With Commission
Precedent Or Applicable Law_ Or Are Not Supported By The Record, Is Completely

. Without Merit And Should Be Disregarded.

1. Introduction

The OCA would again note that it is the OCA’s position that PPL does not have a
cognizable legal interest in the individual settlement provisions to raise objections to the individual
settlement provisions. For this reason alone, PPL’s objections shouid be dismissed. Clearly, the
parties representing the ratepayers of PECO Energy, the City of Philadelphia, and parties working
on a variety of issues both within and affecting PECQ’s service territory such as competitors and
environmentalists, have come together to resolve this matter in a manner that seeks to benefit
PECO’s ratepayers and advance competition in PECO’s service territory. The OCA would note that
the OCA, and many of these affected parties, conducted extensive discovery prior to and during the
settlement process. The OCA submits that the wide array of parties with a direct and substantial
interest in this proceeding and in PECO’s service territory have come together to forge a Settlement
that 1s in the public interest and fully in accord with Commission policy and applicable law. As one
member of the public testifying in Philadelphia stated:

I’m amazed at the fact that this settlement has been able to be put
together with all of the people involved in the settlement.

Tr. 111. A party such as PPL, with no recognizable interest and who has raised no credible issues,

should not be permitted to disrupt this Settlement.
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2. The Rate Reductions Are Consistent With-Commission Precedent In Other

Q
7
3

In its Objections, PPL argues that the $200 million in rate reductions are contrary to
Commission policy regarding mergers. The OCA would note that it is at a loss to explain how PPL
thinks it 1s aggrieved by a rate reduction provided by PECO to PECO’s ratepayers. Even if PPL had
an interest in this issue, PPL’s argument ignores relevant Commission Orders and is simply
incorrect.

For support of this proposition, PPL cites the Commission’s decision in PG Energy,
Inc., Docket No. A-120011F.002, et al. PPL, however, fails to cite the Commission’s amended order
in that case which approved a settlement between the OCA and PG Energy that amended and
enhanced the Application. PG Energy, Docket No. A-12-11F.002, et al. (Amended Order entered
October 18, 1999)(attached hereto as Attachment A). Under the Settlement Agreement in PG
Energy, the OCA and PG Energy addressed the issue of merger savings and how those savings
would be reflected in rates to the benefit of customers. Specifically, with regard to the merger
* savings, the Company agreed that in any subsequent rate case, the deferred Section 2211(b) costs
under the Natural Gas Competition Act would be offset by 50% of the net merger-related savings
realized through the end of the test year utilized. See, Amended Order at pages 4-5, Stipulation at
92. As such, PPL’s reliance upon the original order in that case is misplaced.

More importantly, however, PPL fails to cite, or even acknowledge, the
Commission’s decision regarding the APS/Duquesne merger that was fully litigated before the
Commissi.on in 1998. In the Commission’s Order regarding this merger, the Commission
specifically directed that 100% of the identified merger savings for distribution and generation be

14



-flowed back to the ratepayers of Duquesne and APS. Joint Application of DQE, Inc., Allegheny

Power Systems, Inc. and AYP Sub, Inc. For Approval Of The Transfer By Merger Of The Property
Rights Of Duquesne Light Company To Allegheny Power Systems, Docket No. A-110150F.0015,

slip op. at 41-43 (Order entered May29, 1998). For the distribution-related merger savings, the
Commission directed both Duquesne and West Penn to reduce their distribution rates beginning in
the year of merger consummation. For the generation-related savings, the Commission directed that
it be used as an offset to stranded cost in each utility’s then pending restructuring proceeding. Id.

In another recent merger case involving Bell Atlantic and GTE Corporation, the
Commission also approved a merger that was conditioned by a Memorandum of Understanding

between the merging parties and the Office of Attorney General. Joint Application of Bell Atlantic

Corporation And GTE Corporation For Approval Of Agreement And Plan Of Merger, Docket Nos.

A-310200F.002, et al. (Order entered November 4, 1999). The merging companies entered into the
Memorandum of Understanding with the Office of Attorney General to resolve numerous issues
regarding the merger. In reaching the MOU, the parties agreed to extend the cap on rates for basic
local-exchange service for one-company, and reduce residential local exchange rates for the other
merging company; eliminate charges for touchtone service; provide access charge reductions, and
implement UNE loop rate reductions. The Commission approved the MOU and approved the
merger as modified by the MOU. 1d. at Section VI.A.2, Ordering 99 3,8,9.

The OCA submits that the rate reductions called for in this case are fully consistent

with applicable law, Commission policy, and are in the public interest.

s PPL asserts that there is no record basis for the rate reductions, but PPL ignores the
testimony of PECO Witness Flaherty regarding the merger savings. PECOQ St. 4. Earlier on,
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3. -The Rate Cap Extensions Are Not Inconsistent With PECO’s Obligations

Regarding Reliability And Are Consistent With Commission Policy And Applicable Law.

In one of its more tangential arguments, PPL asserts that the 18 month extension of
the transmission and distribution rate cap may be inconsistent with PECO’s reliability obligations
and its obligations to PJM. PPL Objections, 934. PPL’s argument here is completely without merit.
First, the OCA would point out that the rate reductions provided for by the settlement affect only the
distribution portion of the rates, not the transmission rates. Thus, PECQ’s transmission rates have
not been reduced. More fundamentally, however, PECO, who is fully aware of its financial position,
was willing to agree to this term and supports this settlement.® Finally, and importantly, the
settlement provides for exceptions to the rate cap, notably the same exceptions contained in the
Electricity Generation Customer Choice and Competition Act. In the Act, one of the possible
exceptions to the rate cap found in Section 2804(4)(iii)(E) recognizes the need to make transmission
and distribution system upgrades. That provision allows an exception to the rate cap if:

The electric distribution utility is directed by the commission or an

independent system operator or its functional equivalent to make

expenditures  to repair or upgrade its transmission or distribution

system. :

66 Pa.C.S. §2804(4)(iii)(E).

recognizing its dilemma, PPL tries to suggest that some of these savings are “likely attributable” to
Unicom. PPL Objections, Paragraph 13. The OCA submits that the decisions regarding the most
appropriate use of the savings are better left to PECO and Unicom, without assistance from PPL.
PECO obviously fully supports the Settlement.

6 PECO also inciuded in its Application its Annual Reports and consolidated balance
sheets.
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PPL’s suggestion that the rate cap extension is inconsistent with PECOQ’s obligations
regarding reliability is wholly without support and completely ignores the Electricity Generation and
Customer Choice Act. The OCA submits that the rate cap extension is in the public interest and
provides important protections to ratepayers as well as providing another method of reflecting
merger-related savings to the benefit of ratepayers.

4, The Reliability Provisions Are Consistent With PECO’s Testimony In This

Proceeding And With Applicable Commission Policy and Law.

PPL also takes issue with PECO’s commitment to enhance service reliability and to
enhance the level of its customer service. PPL argues that these provisions would be more
appropriate for a specific Commission investigation. PPL Objections, 32. PPL ignores the fact that
one concern regarding this type of multi-state merger is that management attention and funds not be
improperly diverted out of Pennsylvania through the merger. PECO clearly recognized this issue
in its direct testimony. PECO witness Lawrence, in his direct testimony, set forth PECO’s
commitment to continue to improve reliability and customer service. PECO St. | at 3-9. These

—settlement provisions provide a means to measure this commitment and ensure that it is attained.

Moreover, this is not a rulemaking, and PECO’s agreement to these standards does

not preclude the Commission from conducting any rulemaking. In fact, the Commission has already

completed its rulemaking regarding reliability and set forth its standards. See, e.g., Reliability

Benchmarks and Standards, Docket No. M-00991220. To suggest that PECO, through this merger,
cannot agree to enhance reliability beyond the Commission’s minimum standards is simply absurd.

PECO has agreed to enhance its historic performance and bring the benefit of best practices to its
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ratepayers. This is a clear purpose of the merger and a clear benefit of the merger for PECO’s

ratepayers.
5. PPL’s Argument Regarding The Nuclear Provisions Is Based On An Incorrect
Assumption And Fails To Recognize The Important Protections Provided To Ratepayers:

At §35 of its Objections, PPL argues that the Commission cannot approve the
provisions regarding nuclear cost. The basis of PPL’s argument is PPL’s suggestion that the
agreement will lead to an under-financed or incomplete decommissioning fund. The provisions,
however, do not even remotely have this effect. The Settlement provision at issue requires PECO
to fund the first $50 million of any increased nuclear decommissioning costs, plus 5% of any
additional increase thereafter. The key here is that PECO is required to provide that level of
funding-the funding is NOT being foregone as PPL suggests.

Once again, the OCA submits that the issue of nuclear costs, and appropriate
protections for ratepayers regarding nuclear costs, are at the heart of this merger. As the Company’s
testimony explained, one motivating factor of this merger is to bring together two utilities with
substantial nuclear capacity and develop synergies in operations for the generation markets. PECO
St. 2 at 2-3 (Direct Testimony of Richard G. White). It is not at all unrelated to the merger that
parties would seek protections for ratepayers and a sharing of some of these risks and benefits given
this merger. Moreover, the provisions that PPL challenges here were explicitly supported at the

public input hearings by witness Eric Epstein. Tr. at 374-376.7

7 PPL also attacked Appendix B to the Settlement regarding PECO’s Agreement on
nuclear monitoring and waste storage. The OCA anticipates that Mr. Epstein will respond fully to
PPL. The OCA would note that EFMR 1is a recognized group that has worked on these issues for
many years. In the agreement, PECO has agreed to work closely with the Group and has assured
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PPL has raised no credible issue regarding the nuclear provisions and their objection
should be dismissed.

6. The Environmental and Sustainable Energy Fund Provisions Are Consistent

With The Developing Generation Market And The Commission’s Policy Regarding A Sustainable

Economic Future For Pennsylvania.

The OCA anticipates that several other Joint Petitioners will address the merits of the
environmental provisions including the funding to the Sustainable Energy Fund. The OCA would
note, however, that the Commission, in approving the Boards for the regional Sustainable Energy
Funds and in setting up the Statewide Board for the Sustainable Energy Fund has recognized that
these Funds are an investment in the Commonwealth and that they must gamer further support for

their initiatives. See, Electric Distribution Companies Sustainable Energy Funds, Docket Nos. R-

00973953, R-00973954, R-00973981, R-00974008, R-00974009, Joint Statement of Chairman
Quain and Commissioner Brownell, May-1999-C-7 (May 21, 1999). Many of the environmental
provisions in this Settlement do just that by placing certain funding and program development under
the auspices of PECO’sSustainable Energy Fund. Additionally, these provisions provide for
appropriate reporting and accounting for these contributions.

Again, since this merger brings together the generation of two large utilities,
additional conditions regarding alternative forms of generation are appropriate and in the public
interest. The OCA again questions PPL’s interest in these provisions in that PPL has identified no

harm to PPL from these Settlement provisions.

that the contributed funds are appropriately spent and documented.
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7. The Provisions Regarding Enhanced Competition And Revisions To CDS

Help To Ensure That The Merger Will Meet The Requirements Of Section 2811 and 2210.

PPL also takes issue with certain provisions that are designed to enhance competition
by addressing EGS related concerns and the revisions to the Competitive Default Service Program
(CDS) that is to be implemented by PECO. The OCA would note, however, that PPL utterly fails
to recognize that this merger must be reviewed under both Sections 2811 of the Electricity
Generation Customer Choice and Competition Act and 2210 of the Natural Gas Competition Act.
Under these sections, the Commission is obligated to address issues regarding the retail markets.
The Joint Petitioners agreed to these provisions as one means of ensuring that the merger does not
result in anti-competitive or discriminatory conduct. These provisions will assist in the development

of the market in PECO’s service territory and will provide benefits to all participants.

8. The Large Customer Provisions Bring Certainty To Large Customers As The

Company Restructures And Merges.

PPL also argues that the Company must prove that the provisions for the large

~ customers are not discriminatory and are just and reasonable. PPL argues that there is no record
support for these provisions. The OCA would note, however, that several groups of large industrial
customers, notably PAIEUG and TECPA, as well as the City of Philadelphia and Amtrak,
participated in this proceeding and support this settlement. The OCA anticipates that these large
customers will separately address PPL’s objections in detail. The corporate restructuring and
merger, however, can have an effect on all customers from issues related to customer service as
practices and staffs are combined, to issues regarding the certainty of previous arrangements. The
OCA submits that it is not PPL’s place to question these provisions which are supported by the
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affected company and its customers. These-provisions provide certainty-to these customers as the
Company restructures its operations and merges. Again, however, the OCA submits that PPL is not
aggrieved by these provisions and has no basis to challenge these provisions.
D. Conclusion

For all of the reasons set forth above, the OCA submits that PPL’s objections should
be dismissed without hesitation by this Commission. As noted above, the real parties in interest in
this case have proposed a comprehensive settlement in this case that should not be disturbed because
another party fears that this case somehow will be used against it in some hypothetical prqceeding

in the futyre,
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IIM.  REPLY TO OBJECTIONS OF COUNCILMAN.COHEN
Objections to the proposed Settlement were also filed by Councilman David Cohen.
In his Objections, Councilman Cohen recognizes the positive aspects of the Settlement but seeks to
have various concerns addressed in the Settlement Agreement. Councilman Cohen argues that
addressing these issues will improve the Settlement Agreement. The OCA would note that the OCA
raised similar concems regarding this merger and has sought to address many of these concerns
through the settlement process. In particular, the OCA sought through the settlement process to
obtain adequate protections for PECO’s ratepayers for the risks associated with PECQO’s merger and
diversified business, and to assure that ratepayers would not have to bear costs or risks associated
with this merger. The OCA submits that the protections contained in the Settlement provide the
necessary protections for PECO’s ratepayers from both the risks and the costs of PECO’s merger

and corporate restructuring,.
As to issues regarding the acquired nuclear plants, as set forth in the OCA’s
Statement in Support, the OCA submits that the settlement provisions ensure that PECO’s ratepayers
will not be burdened with additional nuclear costs associated with Exelon’s nuclear fleet. The
settlement clarified that PECO’s ratepayers only remain responsible for nuclear costs that they were
already obligated to pay under PECO’s Restructuring Settlement or the Electricity Generation
Customer Choice and Competition Act. Even as to costs which ratepayers were required to bear
under PECQO’s restructuring settlement, such as the increases in nuclear decommissioning costs that
were to be flowed through the Nuclear Decommissioning Adjustment Clause (NDAC) contained in
PECO’srestructuring settlement, PECO has agreed to a further limitation of ratepayer responsibility
by agreeing to share responsibility for these additional costs.
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The OCA would also note that-in addition to the specific provisions regarding nuclear
issues, PECO agreed to a number of other corporate protections that are designed to ensure that
ratepayers are protected from the risks associated with PECO’s diversified businesses and to avoid
cross subsidization. In addition, there are provisions that ensure the Commission’s continued
jurisdiction over PECO.

As to the rate reductions, the OCA does not disagree that PECO’s rate levels remain
high and that rate relief for the Philadelphia area should remain an important goal. The OCA
submits, however, that the rate reductions provided in the settlement, in addition to the wide variety
of other benefits contained in the settlement, are in the public interest. It is important to recognize
that the rate reductions are only one component of this settlement. In addition to the rate reductions,
the settlement provides for a rate cap extension and other significant benefits. For example, the
settlement permits an expansion of the Company’s CAP rate program, which for electric CAP
customers already provides 25% and 50% discounts on the first 500 kwh of use per month, to more
than 80,000 low income customers. The settlement also addresses various barriers to effective
competition in PECQ’s service territory. As thgse barriers are addressed and competition develops,
there will be additional opportunities for customers to realize rate savings by selecting alternative
providers offering prices that are below PECO’s price to compare. These provisions, when viewed
as a whole, bring great value to PECO’s ratepayers. The OCA submits that the rate reductions, in
the corlltex"E of the whole settlement, are in the public interest.

Councilman Cohen also raises a concern regarding the retention of jobs in the
Philadeiphia region. Following the submission of Councilman Cohen’s objections, it is the OCA’s
understanding that PECO and the City of Philadelphia reached a further agreement that among other
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things, expands PECO’s commitment to retain employment in its City-headquarters and to retain its
headquarters in Philadelphia. The OCA hopes that these commitments by PECO address these
important concerns raised by Councilman Cohen.

Councilman Cohen also recommends that PECO do more in regard to its universal
service programs. The OCA again does not disagree that there are areas of PECO’s universal service
programs that should be the subject of continuing work among the interested parties. The OCA
intends to continue to work with PECO and participate in PECO’s Advisory Group on universal
service issues to continue to address the needs of low income customers in PECO’s service territory.
The agreements of PECO in the settlement, however, advance PECO’s universal service programs,
resolve uncertainties for ratepayers regarding program cost recovery arising out of the electric and
gas restructuring proceedings, and allow these programs to continue to develop at reasonable costs.
The Settlement aiso requires PECO’s CARES program to coordinate with the hardship funds to
ensure that these funds reach customers in need. For these reasons, the OCA submits that the
provisions regarding universal service programs, in addition to all other provisions of the settlement,
are in the public interest. -

The OCA appreciates Councilman Cohen’s concerns and submits that he has raised
important concerns for PECO’s ratepayers and its service territory. As set forth above and in the
OCA’s Statement in Support Of The Settlement, however, the OCA submits that these concerns are
reasonably addressed by this comprehensive settlement that brought together such a wide array of
interested parties and reconciled such a diverse set of interests. The OCA submits that the

Settlement, taken as a whole, is in the public interest.
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IV.  CONCLUSION

For the reasons set forth above, and the reasons set forth in the Joint Settlement and
the OCA’s Statement in Support, the OCA submits that the Joint Settlement reaches a fair balance
of the myriad of issues and interests in this proceeding. This comprehensive settlement that is the
product of intense and detailed negotiations that brought together a wide array of diverse parties, is
in the public interest and should be approved. The objections raised by PPL are so baseless that they
should be immediately dismissed. As to the concerns raised by Councilman Cohen, the OCA
respectfully submits that the Settlement represents a fair resolution of these critical concerns and is

in the public interest.

Respectfully submitted,

s . Wt

Tany .Mc@skey
SeniorAssisteht Consumer Advo

Counsel for:
Irwin A. Popowsky
Consumer Advocate

Office of Consumer Advocate

555 Walnut Street 5* Floor, Forum Place
Harrisburg, PA 17101-1923

(717) 783-5048

Dated: April 17, 2000
57844
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PUBLIC UTILITY COMMISSION OFSICE OF

Harrisburg, PA 17105-3265 CONSUMER ADVOCATE

Public Meeting held October 15, 1999
Commissionefs Present:

John M. Quain, Chairman-
Robert K. Bloom, Vice Chairman
Nora Mead Brownell

Aaron Wilson, Jr.

Joint Application of PG Energy, Inc., Honesdale Gas _ A-120011
Company, and Southern Union Company for: (a) approval A-120011, FO002
of the merger of Pennsylvania Enterprises, Inc. into A-121200, F2000
Southern Union Company, the merger of Honesdale Gas A-122150, F2000

Company into PG Energy, Inc., and the merger of PG
Energy Inc. into Southern Union Company; (b) the right of
Southern Union Company to furnish gas service; (c) the
abandonment of gas service by Honesdale Gas Company;
and (d) the abandonment of gas service by PG Energy, Inc.

OPINION AND ORDER
BY THE COMMISSION:

Before us for consideration is a Letter-Petition seeking (1) amendment of
our September 15,'1 999 Opinion and Order (Merger Order) at the above-captioned
. dockets and (2) approval of a Stipulation to Satisfy Office of Consumer Advocate’s
Protest of Joint Application (Stipulation) (attached hereto as Appendix A). The Letter-
Petition and Stipulation were filed on or about October 12, 1999, by the four (4)
Petitioners: PG Energy, Inc., Honesdale Gas Company, Southern Union Company (PGE,
Honesdale, and Southern Union, respectively, and Compénies, collectively), and the -
Office of Consumer Advocate (OCA). The Letter-Petition and Stipulation are

unopposed. For the reasons articulated herein, we shall grant the Letter-Petition, approve



the Stipulation, and amend the Merger Order, to incorporate the Stipulation conditions.

This action will, in effect, amend the Joint Application approved in the Merger Order.

ﬁistofv of The Proceedings

On July 6, 1999, PGE, Honesdale, and Southern Union filed the subject Joint
Application pﬁrsuant, inter alia, to Chapters 11, 19, 21, 22, 28 of the Pennsylvania Public
Utility Code, 66 Pa. C.S. §§1101-1104, 1901-1504, 2101-2107, 2201-2212,' and
2801-2812. The OCA was the only Protester.

On September 15, 1999, this Commission dismissed the OCA’s Protest and
approved the Joint Application, holding that the issues raised by the OCA were outside the |
scope of this proceeding and were either ratemaking issues, amenable to post-merger rate
proceedings, or were too speculative in nature to determine on their merit. (Merger
Order, pp. 6-7). We noted that Ithe Companies expressly affirmed that they anticipate no
layoffs from the merger and expect no negative effect on service quality, safety, or

reliability. (Merger Order, pp. 9-10).

We concluded that approval of the Joint Application would have a pro-
competitive effect on the marketplace and that it would be counterproductive to impose,
as a condition of approval, the passing on of cost savings. (Merger Order, pp. 11-12).
Additionally, we noted that the transfer would be virtually transparent to Pennsylvania
customers. (Merger Order, pp. 12-13). Our review of the Joint Application led us to
conclude that the proposed mergers, acquisitions, and abandonments were necessary or
proper for the service, accommodation, convenience, or safety of the public and that the

Joint Application should be approved. -(-Merger Order, p. 13).

l Natural Gas Choice and Competition Act (NGCCA).
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As noted, the Petitioners subsequently filed the instant Letter-Petition and

Stipulation, indicating they have resolved their differences at this point in time.
Discussion

In this proceeding, the Petitioners are seeking, without opposition,
amendment of the Merger Order. The standard in such cases is Section 703(g) of the
Public Utility Code, 66 Pa. C.S. §703(g), relating to rescission or amendment of orders,
and Section 5.572 of our Regulations, 52 Pa. Code §5.572, relating to relief following the
issuance of a final decision. It has been held that, because a grant of relief on such
petitions may result in the disturbance of final orders, it should be granted judiciously and
only under appropriate circumstances. (West Penn Power v. Pa. PUC, 659 A. 2d 1055
(Pa. Cmwlth. 1995), petition for allowance of appeal denied, No. 576 W.D., Allocatur
Docket (April 9, 1996) (West Penn Power); City of Pittsburgh v. PennDOT, 490 Pa. 264,
416 A.2d 461 (1980)).

We have held that such petitions must allege new and novel arguments not
prev1ously considered or raise matters which are designed to convince us to exercise our
discretion to rescind or amend the order under consideration. (Duick v. PG&W, 56 Pa.
PUC 553, 51 PUR 4th 284 (1982) (Duick), citing Pa. Railroad Co. v. Pa. PSC, 118 Pa.
Superior Ct. 380, 179 A. 850 (1935)). Our decisions in these types of cases are left to our
sound discretion and will not be disturbed on appeal absent bad faith, fraud, capricious

action, or abuse of power. (West Penn Power).
We note that the Stipulation was accomplished through a collaborative

process and mutual agreement among the Parties. The existence of the Stipulation

presents us with the opportunity to consider the Parties’ agreement on the contested
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issues. Such.agreement is clearly a new matter under Duick, supra. Accordingly, we

will grant the Letter-Petition and consider the Stipulation on its merits.

In hpproving the Joint Application, we were guided by Section 2210 of the
NGCéA, which gives this Commission the authority to approve fnergers that will
promote a “properly functioning and effectively competitive retail natural gas market” in
Pennsylvania. In exercising this responsibility, this Commission is cognizant of the fact
that mergers between non-competing companies (because they are located in different
states) have the potential of significantly increasing retail natural gas competition,
especially where the merger involves bringing in the substantial resources of a new
entrant into the market, such as Southern Union. Within this context we shall address the
Parties’ Stipulation, which would amend the Joint Application and require a

corresponding amendment of the Merger Order.

We note that the Stipulation has five (5) components: Acquisition
Adjustment, Merger Savings and Restructuring, Service, Electric Generation Supplier
Service, and the OCA’s Withdrawal of Protest and Agreement Not to Appeal. The first
four (4) components are-undertakings by Southem Union. The fifth is an undertaking by

the OCA. We shall summarize each component.

First, relative to Acquisition Adjustment, Southern Union would agree to
_provide the OCA with documentation of the final booked amount 6f the additional
purchase cost for the subject mergers and acquisitions prior to Southern Union’s next
general rate case. Further, Southern Union would not seek recovery through rates for
such additional purchase cost. (Stip., J1). Second, with respect to Merger Savings and
Restructuring, Southern-Union would agree, in any subsequent rate case, that deferred
Section 2211(b) costs (excluding Section 2211(c) costs) will be offset by 50% of the net

merger-related savings realized through the end of the test year utilized. Subject to
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rebuttal, it would be presumed that any merger-related savings within the Commonwealth
shall include 50% of any direct merger-related savings to the Pennsylvania division as
well as 50% of a pfoportionate share of allocated merger-related savings. Ratgs -
established in Southern Union’s next Pennsylvania base rate case would reflect on-going

- net mérger-re]ated savings. (Stip., 92). Third, as to Service, Southern Union would
commit to no layoffs and no adverse change in utility operations, service availability, or
service quality in its Pennsylvania division as a result of the merger. (Stip., {3). Fou'rth,
turning to Electric Generation Supplier Service, at a minimum, Southern Union, itself or
through an affiliate, would agree to offer residertial service as an electric generation
supplier to all eligible residential customers in the PGE and Honesdale service territories,
for at least one (1) year, if Southern Union believes it can offer such service at

competitive prices in an economical manner, subject to applicable laws and regulations.

(Stip., §4).

In turn, the OCA would agree to “withdraw” its Protest, which this
Commission dismissed, and to forego appealing the Commission’s decision to approve

the subject mergers and acquisitions and necessary related transactions. (Stip., §5).

We find the Stipulation of the Parties to be predicated upon the objectives
of the NGCCA. Further, the Stipulation is not inconsistent with the Findings of Fact and
Conclusions of Law underpinning the Merger Order. Approval of the Stipulation would
serve to enhance market operation, conststent with the Merger Order. The Stipulation
woulq also, in effect, amend, or enhance, the Joint Application but would not so
transform it that it becomes a new application requiring the application process to begin
anew with publication. We find, therefore, that granting the Letter-Petition, approving
the Stipulation, amending the Merger Order to incorporate the conditions contained in the

Stipulation, and deeming the Joint Application to be so amended, is in the public interest,
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pro-competitive, and necessary or proper for the service, accommodation, convenience,

or safety of the public.
Conclusion

Accordingly, we shall grant the Letter-Petition, approve the Stipulation,
and amend the Merger Order to incorporate the terms of the Stipulation; THEREFORE,

IT IS ORDERED:

I. That the Letter-Petition, filed on or about October 12, 1999, by
PG Energy, Inc., Honesdale Gas Compaﬁy, Southermn Union Company, and the Office of
Consumer Advocate, seeking amendment of this Commission’s September 15, 1999
Opinion and Order, at the above-captioned dockets, to inqorporate the conditions .
contained in the Stipulation to Satisfy Office of Consumer Advocate’s Protest of Joint

Application is granted, consistent with this Opinion and Order.

2. That the Stipulation to Satisfy Office of Consumer Advocate’s
Protest of Joint Application, filed on or about October 12, 1999, by PG Energy, Inc.,
Honesdale Gas Company, Southern Union Company, and the Office of Consumer

Advocate, is approved, consistent with this Opinion and Order.

3. That the Joint Application of PG Energy, Inc., Honesdale Gas
Company, and Southern Union Company for: (a) approval of the merger of Pennsylvania
Enterprises, Inc. into Southern Union Company, the merger of Honesdale Gas Company
into PG Energ};, Inc., and the merger of PG Energy Inc. into Southern Union Company;
(b) the right of Southern Union Company to furnish gas service; (c) the abandonment of

gas service by Honesdale Gas Company; and (d) the abandonment of gas service by PG
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Energy, Inc., is deemed amended to incorporate the conditions contained in the
~ Stipulation to Satisfy Office of Consumer Advocate’s Protest of Joint Application, and is

approved as amended, consistent with this Opinion and Order.

4, That the Opinion and Order, entered on September 15, 1999, in the
above-captioned dockets, is amended to incorporate the.conditions contained in the
Stipulation to Satisfy Office of Consumer Advocate’s Protest of Joint Application,
consistent with this Opinion and Order. In all other respects, said September 15, 1999

Opinion and Order shall remain in full force and effect.

BY THE COMMISSION,

o 7T

James J. McNulty
Secretary

(SEAL)
ORDER ADOPTED: October 15, 1999

ORDER ENTERED: 0CT 18 1333
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.0. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO OQUR FILE -

October 26, 1599

ALL PARTIES OF RECORD

In Re: Joint Application of PG Energy, Inc., et al for (a) approval of merger, (b} right to fumish
gas service, and (c) abandonment of service Docket Number A-120011, et al

To Whom It May Concemn:

With reference to the Commission Opinion and Order, adopted October 15, 1999, subject
above, enclosed is Annex A, which was inadvertently omitted from the Commission’s Crder.
Please attach same to the onginal Order referenced.

We regret any inconvenience this may have caused.

Very truly yours,

Sons G T W”ﬂf} |

James J. McNulry
Secretary

Enclosure



APPENDIX “A”

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Joint Application of PG Energy Inc., Honesdale :

Gas Company, and Southern Union Company for : .

all approvals required under the Public Utility : Docket Nos. A-120011
Code due to the merger of Pennsylvania : A-120011F0002
Enterprises, Inc., into Southern Union Company, : A-121200F2000
the merger of Honesdale Gas Company into PG A-122150F2000
Energy Inc., and the merger of PG Energy Inc. into
Southern Union Company as the Surviving
Corporation

STIPULATION TO SATISFY
OFFICE OF CONSUMER ADVYOCATE’S
PROTEST OF JOINT APPLICATION

AND NOW, this ____ day of October, 1999, comes Southem Union Company
(“Southern Union” or “Company™), PG -Energy Inc., Honesdale Gas Company, and the
Pcnnsyl;.rania Office of Consumer Advocate (“OCA”) and agree, representing give and take of
positions, interests and statutory and property rights, to the following Stipulation to satisfy @d
resolve the protest and any appeal filed by OCA regarding filings made or orders issued in the

above-captioned matters:

Acquisition Adjustment

1. Southern Union agrees not to seek recovery through rates of -the additional
purchase cost (the amount in excess of the net book value of the,assets' of PG Energy Inc. and
Honesdale Gas Company) for the acquisitions and mergers which are the subject of the Joint

Application. Such additional purchase cost is estimated presently to be approximately $236



million' for the entire Pennsylvania Enterprises, Inc. acquisition, and Southern Union agrees to
provide OCA with the final booked amount of the additional purchaée cost before Southern
Union’s Pennsylvania public utility operations division’s (“Pennsylvania division™) next general

rate case.

Merger Savings and Restructuring

2. Southern Union agrees that, in any subsequent rate case, if the Company claims
any costs deferred under Section 2211(b) of the Public Utility Code,? excluding those costs
indicated in current Section 2211(c) of said Code, such claim will be offset by 50% of the net
merger-related savings realized through the end of the test year utilized in such rate case. There
will be a rebuttable presumption that any merger-related savings in Pennsylvania shall include
50% of any direct merger-related savings to Southern Union’s Pennsylvania division as well as
50% of a proportionate share of allocated merger-re[atéd savings. Southern Union will submit an
annual report documenting merger-related savings and costs for each calendar year’ commencing
-with the close of the merger and until the end of the calendar year in which the next base rate
_ case is concluded. For purposes of this provision, the term “net merger-related savings” refers to
those savings net of merger costs which: (a) occur after the consummation of the merger; and, (b)
result from the merger. For purposes of this provision, the term “offset” shall not be such as to
produce a negative number. Upon the estab!ishmént of rates in Southern Union’s next

Pennéylvania division base rate case, the rates established therein will reflect ongoing net

' Such figure is preliminary and may be revised after completion of the merger and upon independent appraisals
which have not vet been performed.
266 Pa. C.S. §2211(b)

* The remaining months of 1999 may be combined with the year 2000 report.



merger-related savings, including Southern Union’s Pennsylvania Division’s proportionate share

of allocated net merger-related savings.

Service

3. Southern Union commits, that there will be no layoffs in its Pennsylvania division
as a result of the merger and there will be no adverse change in utility operations, service
availability, or service quality in its Pennsylvania division as a result of the merger.

Electric Generation Supplier Service

4. Subject to applicable laws and regulations, Southern Union agrees to offer
residential service as an electric generation supplier, at a minimum, to all eligible residential
customers who live within the territory presently served by PG Energy Inc. and Honesdale Gas
Company. Such commitment shall not require Southern Union to provide service if, in Southern
Union’s opinion, it cannot offer competitively priced electric supply service to customers in an
economical manner. Such service may be provided by an affiliate of Southem Union. This
commitment shall extend for at least one year from the commencement of service after the date

of this Stipulation.

OCA’'s Withdrawal Of Protest and Agrcement Not To Appeal

5. In view of the above Stipulation, OCA agrees that its Protest in the above-
captioned proceeding is satisfied by this Stipulation. OCA also agrees not to appeal the
Commission’s Order approving the Joint Application or to contest any other transaction

¥

necessary for the approval of this merger in any forum.
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WHEREFORE, the parties request the Commission to amend its order of September 13,

- 1999 10 incorporate the conditions contained in this Stipulation.

Thomas J. Sniscak

Malatesta Hawke & McKeon LLP
Harrisburg Energy Center

100 North Tenth Street

PO Box 1778 -

Harrisburg, PA 17101
(717) 236-1300

Date: 10-13-~99

Counsel for Southern Union Company

Date: _ /
,o/ ”’/?f Nomnan Jafnes Kefnard

Ma14tEsta Hawke & McKeon LLP
Harrisburg Energy Center
100 North Tenth Street
PO Box 1778
Harrisburg, PA 17101
(717) 236-1300

Counsel for PG Energy Inc., and Honesdale
Gas Company

Date: [0[11["[7 Q\ Cvf@\//\ pd
Irwin A. Popowsky, Esquire J
Office of Consumer Advocate
555 Walnut Street
Forum Place - 5" Floor

Harrisburg, PA 17101

Consumer Advocate
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FACSIMILE: 856-816-2170 Direct Dial:

(215) 496- 7014

APR 1 8 2000 E-mail Address:

FA RUBLIC UTiLiTy COM j o
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April 18,2000 secepTARy'S 5 e uj o

James J. McNulty, Esquire VIA FEDERAL EXPRESS

Secretary

Pennsylvania Public Utility Commission
North Office Building, Room B20
P.O. Box 3265

APR 20 2000

Harrisburg, PA 17105-3265

Re:

In re: Application of PECO Energy Company, L} 0 C U M E N T

Pursuant to Chapters 11, 19, 21, 22 and 28 of the

" Public Utility Code, for Approval of (1) a Plan of F OL DE R

Corporate Restructuring, Including the Creation

of 2 Holding Company, and (2) the Merger of the

Newly Formed Holding Company and Unicom Corporation;
Application Docket No. A-110550F0147

Dear Mr. McNulty:

We are counsel to the Mid Atlantic Power Supply Association (MAPSA) in the above matter.
Please be advised that MAPSA joins the Reply Comments filed by the Office of the Consumer
Advocate in the above matter with respect to the Objections to the Joint Petition filed by PPL Electric
Utilities Corporation. MAPSA will not be filing separate Reply Comments.

JAD:kbs

11

J phA Dwore

cC: Commissioners
Certificate of Service
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

In re: Application of PECO Energy Company,
Pursuant to Chapters 11, 19, 21, 22 and 28 of
the Public Utility Code, for Approval of (1) a

Plan of Corporate Restructuring, Including the

Creation of a Holding Company, and (2) the
Merger of the Newly Formed Holding
Company and Unicom Corporation

RECEIVED
APR 18 2000

PARUBLIC UTILITY Commission
SECRETARY'S BUREAD

Application Docket
No. A-110550F0147

CERTIFICATE OF SERVICE

I hereby certify that on April 18, 2000, I served a true and correct copy of the foregoing letter in
support of the Reply Comments filed by the Office of the Consumer Advocate on the following active
participants and parties of record by first-class mail, postage prepaid:

Chairman John Quain

Pennsylvania Public Utility Commission
118 North Office Building

Harrisburg, PA 17105-3265

Vice Chairman Robert Bloom
Pennsylvania Public Utility Commission
118 North Office Building

Harrisburg, PA 17105-3265

Commissioner Nora M. Brownell
Pennsylvania Public Utility Commission
118 North Office Building

Harrisburg, PA 17105-3265

Commissioner Aaron Wilson, Jr.
Pennsylvania Public Utility Commission
118 North Office Building

Harrisburg, PA 17105-3265

Commissioner Terrance J. Fitzpatrick
Pennsylvania Public Utility Commission
118 North Office Building

Harrisburg, PA 17105-3265

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Commission
Office of Trial Staff

P.O. Box 3256

Harrisburg, PA 17105-3265

David Kleppinger, Esquire
Derrick Williamson, Esquire
Charis M. Burak, Esquire
McNees, Wallace & Nurick
P.O. Box 1166

Harrisburg, PA 17108-1166

Christopher B. Craig, Esquire
Democratic Committee on Appropriations
Room 545, Main Capitol Building
Harrisburg, PA 17120

Irwin A. Popowsky/Tanya McCloskey, Esquire
Office of Consumer Advocate

555 Walnut Street

Forum Place, 5th Floor

Harrisburg, PA 17101

Paul R. Bonney, Esquire
PECO Energy Co.

2301 Market Street

P.O. Box 8699

Philadelphia, PA 19101-8699

Daniel Clearfield, Esquire

Wolf, Block, Schorr and Solis-Cohen LLP
Locust Court Building, Suite 300
Harrisburg, PA 17101



Gerald Gornish, Esquire

Wolf, Block, Schorr and Solis-Cohen
1650 Arch Street, 22nd Floor
Philadelphia, PA 19103

Paul Russell, Esquire

Pennsylvania Power & Light Company
Two North Ninth Street

Allentown, PA 18101

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

John L. Munsch, Esquire
Allepheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689

Michael L. Kessler, Esquire
Vice President, General Counsel
American Energy Solutions; Inc.
1781 Dufficld Lane

Alexandria, VA 22307-1174

Philip Bertocci

Community Legal Services, Inc.
1424 Chestnut Street, 5th Floor
Philadelphia, PA 19102

Craig Goodman

National Energy Marketers Association
3333 K Street, N.W.

Suite 425

Washington, DC 20007

Andrew S. Tubbs

Pennsylvania Rural Electric Association
212 Locust Street

Harrisburg, PA 17108

Thomas Schmidt, ITI, Brian P. Downey,
John A. Greenbaum

Pepper Hamiiton LLP

200 One Keystone Plaza

North Front and Market Strects

P.O. Box 1181

Harrisburg, PA 17108-1181

Eric Joseph Epstein, Pro Se¢
4100 Hillsdale Road
Harrisburg, PA 17112

John Hanger
212 Locust Court, Suite 410
Harrisburg, PA 17101

Paul R. Forshay

Gregory J. Lawrence

Sutherland Asbill & Brennan LLP
1275 Pennsylvania Avenue, N.W.
Washington, DC 20004-2415

John Halsted, Esquire

Gawthrop, Greenwood & Halsted
119 North High Strect

West Chester, PA 19381

Peter Meadows Adels

Charles McPhedran

117 South 17th Street, Suite 1801
Philadelphia, PA 19103

Amy Gold

Shell Encrgy Services Co., LL.C.
P. O. Box 4402

Houston, TX 77210

Donald A. Kaplan
Leanne M. Bober

Preston Gates Ellis & Rouvelas Meeds LLP

Suite 500
1735 New York Avenue, N.W.
Washington, DC 20006

Joseph Otis Minott, Esquire
135 South 19th Street, Suite 300
Philadelphia, PA 19103

Kenneth M, Barna, Esquire
Wayne R. Frigard, Esquire
Rubin and Rudman LLP

50 Rowes Wharf

Boston, MA 02110

Michael Fiorentino, Esquire
105 North Front Street, Suite 106
Harrisburg, PA 17101



John Will Ongman

Marc Machlin

Pepper Hamilton LLP

6000 Fourteenth Street, NW
Washington, DC 20005

Patricia J, Clark, Esquire

Norbert J, Smith, Esquire

Allegheny Energy Supply Company, LLC
Roseytown

RR 12, Box 1000

Greensburg, PA 15601

Patricia McNamara
6048 Ogontz Avenue
Philadelphia, PA 19141

John Hall, Esquire

Unruh, Turner, Burke & Frees
17 West Gay Strect

West Chester, PA 19381

James H. Cawley, Equire
Rhoads & Sinon - 12th Floor
One South Market Street
Harrisburg, PA 17108
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Bemie Ryan

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

Thomas P. Gadsden, Esquire
Morgan, Lewis & Bockius LLP
1701 Market Street
Philadelphia, PA 19103-2921

Robert Jaffe, Esquire
City Hall - Room 588
Philadelphia, PA 19107

Greg Pastore
619 Pemberton Street
Philadelphia, PA 19147
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. ‘ : : . Philadelphia

Clean Air Courcil ' . : - 135 South 19th Steet
' . , ’ . Suite 300
: ‘ . Philodsiphin, PA 19103
215:567-4004

Fax 2155675791
FMall rnembem@deanmr oy
wiow eangir aig

April 18;2000. - Harishurg
105 1. Fronr St.
' ' Suite 104

James J. McNulty; Secretary . . . Horisbuzg, PA 17101
. ; : 717-230:8807
~ Pennsylvania. Public Utility Commlssmn s
P.O. Box 3265 ‘ - ‘ :
Harrisburg, PA 1.7105-3265 . ' 4L L Wilmington
’ ~ Comenynity Senice Bulding
' o ' 100 W, 10 St
: : : Suite 704

Wilringion,' DE 19501
3026910112 ext. 226

RE: Apphcatlon of PECO Energy Company
Docket No.: A- 110550F0147

Dear Mr: McNﬁIty-‘= :
Enclosed for. ﬁlmg please fmd an original and three (3) coples of the Reply to ObjeCtIOHS
of PPL. Electrlc Utilities Corporatlon and Counmlman Dav1d Cohen of Clean Air Council, et al,

in the aboveg-referenced proceedmg
A copy of this document has'been served on the parties ‘of fecord.and as 1equ1red by rule

as shownon the. attached certlﬁcate of service.

Sincerely,

%A/% e

Michael Fiorentino, Esq -
StaffAttomey : _
» SO
| — -
- Enclosures ' ) . - 3
cc:.  The Honorable CharIesE Ramey, Jr. -2 - {7 |. m
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BEFORE THE

PENNSYLVANIA PUBLIC UTILITY COMMISSION,

n

APPLICATION OF PECO ENERGY v
COMPANY, PURSUANT TO CHAPTERS :

11,19, 21, 22 AND 28 OF THE PUBLIC

Gl

- o L
I
A T i0
UTILITY CODE, FOR APPROVAL Sm PO
OF (1) A PLAN OF CORPORATE L, @ i
RESTRUCTURING, INCLUDING THE APPLICATION S8
CREATION OF A HOLDING COMPANY : DOCKET NO. A-110550F0147%” T 17
AND (2) THE MERGER OF THE NEWLY : S o D
FORMED HOLDING COMPANY =
AND UNICOM CORPORATION <

CLEAN AIR COUNCIL, ET AL’S, REPLY TO OBJECTIONS OF PPL ELECTRIC
UTILITIES CORPORATION AND COUNCILMAN DAVID COHEN TO THE JOINT
PETITION FOR SETTLEMENT

Pursuant to Administrative Law Judge Charles E. Rainey, Jr.’s March 28, 2000 Order

Revising Procedural Schedule, Clean Air Council, et al, by and through counsel, rebﬁﬁﬂ's ED
these Reply Objections and do aver as follows: i Ut b

APR 19 2000
On March 23, 2000, PECO Energy filed a Joint Petition for Settlement in the above-

captioned action. Clean Air Council, et al, is a signatory to that document. On April 1, 2000, the
Council submitted a statement in support of the Joint Petition. PECO, OCA, marketers,
consumers, other environmentalists, and additional intervenors have also filed support statements
for the Joint Petition.

L PPL Objections:

T
-
On April 13, 2000, the Council received PPL’s Objections to the Joint Petition, which

seek the Pennsylvania Public Utility Commission’s rejection of the Joint Petition based on the
signatories’ failure to demonstrate that it is consistent with applicable law, supported by
substantial evidence in the record, and in the public interest. The Objections are meritless.

-
-
>
 CZ
o=
m M
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Clean Air Council submits that PPL’s Objections should be denied on the grounds that
PPL does not have a substantial, direct or immediate interest in the issues which PPL challenges
in the Joint Petition. Furthermore, settlement is not litigation. Full, adversarial proceedings run
contrary to the very nature of setttement and are not required in this instance. Due process does
not always require trial-type adversarial proceedings. Barasch v. Pa. P.U.C,, 119 Pa. Cmwilth.
81, 546 A.2d 1296 (1988). PPL’s requests are burdensome and result in serious expense and lost



time for all the stakeholders to this proceeding who indeed have clear interests to protect and
have determined that the public interest is served by the Joint Petition. Granting PPL’s prayer for
relief would be almost certain to have a chilling effect on future attempts at settlement in
complex matters before the PUC, with the concomitant squandering of resources.

PPL centends that the PUC lacks a body of evidence responsive to the Application from
which to determine if the Joint Petition “represents a reasonable accommodation the parties’
positions.” The parties themselves, however, are in the best position to decide whether they have
been “reasonably accommodated.” In this proceeding, they have done so. To burden all of the
intervenors with the expensive and time-consuming process of preparing and submitting
testimony following the extensive discovery process and lengthy, deliberative process of
successful negotiation with PECO is clearly not in the interests of effective, efficient
administration. Notwithstanding these considerations, there is, in fact, record evidence which
supports the Joint Petition. Specifically, many intervenors filed statements of support for
settlement and public input hearings were held in several communities at which supportive
testimony was offered. The Council believes that the PUC should view the well-represented,
broad-based nature of these negotiations as evidence in of itself.

It is accurate to state that affirmative promotion of the public interest must be shown by
the proponent of a merger in order for it to receive Commission approval. However, it does not
follow that a settlement in which the full spectrum of stakeholders have stated that the public
interest is served thereby must independently demonstrate such promotion. In paragraph number
25 of its Objections, PPL misappropriates the standard in City of York v. Pa PUC, 295 A.2d 825
(Pa. 1972) for cases involving settlement. City of York was a fully contested matter in which the
city lodged a complaint against the merger application of three telephone companies and
subsequently challenged the PUC’s unfavorable ruling following adversarial hearings. No
settlement was involved in that case and therefore it cannot be applied in the instant matter in the
manner which PPL suggests.

PPL’s primary, stated concern is that this settlement would be used as precedent and be
imposed upon them in future proceedings. This concern is unfounded. It is well-established that
settlement does not create precedent. The solution PPL seeks is to ban parties from making even
persuasive arguments for a particular measure in future proceedings on the grounds that the
measure was part of a prior settlement. This is a blatant attempt by PPL to muzzle the free speech
rights of parties to litigation and should not be taken seriously.

A. Specific Settlement Provisions

PPL attacks most of the public interest provisions of the settlement. Although Clean Air
Council supports the full Joint Petition, this Reply will only address environmental provisions
raised by PPL.

PPL has incorrectly stated the facts with regard to the Environmental provisions of the
Joint Petition. PPL misstates funding totals in a way likely to mislead. Funding for Community



Energy, Inc. has been set at $3.5 million, to be dispensed at regular intervals over a four-year
period. There is no language in the Petition which could explain PPL's allegation that the total is
$15.5 million. It is also simply incorrect, as PPL does in their paragraph number 38, to state that
any environmental funding provided in the settlement is directed to any intervening party to this
proceeding.

In at least two locations in its objections, PPL mentions that environmental funding is
being provided outside or beyond the 1998 Restructuring Settlement. Such a fact has no bearing
whatsoever on the ability of PECO and intervenors in the instant proceeding to agree to items
necessary to promote the public interest in light of PECO’s proposed actions.

PPL claims that environmental funding in the Joint Petition “rewards a single group or
individual.” This is also a seriously mistaken interpretation. The environmental parties to this
proceeding argued in filings that the public interest could be served by the merger if cleaner
energy sources were advanced. Clean Air Council, Penn Future and PECO carefully selected the
most efficient ways to bring significant wind and solar generation to Pennsylvania. The
Sustainable Development Fund (“SDF”) and Cornmunity Energy, Inc.(“*CEI") are scheduled to
receive funding to achieve this end because these entities are the only ones of their kind qualified
to carry out the programs in the PECO service territory.

The environmental funding in the Joint Petition benefits the public as a whole because the
SDF is committed to use the funds to construct wind farms and rooftop solar photovoltaic
systems, both of which offset electric consumption from traditional air pollution-causing
electrical production. CEI exists to market “wind blocks” to electric customers, or portions of
customer load which would be served by wind power, thereby making it possible for additional
wind generation to be built. The agreement provides that funding will be used to make these
increments of wind power available to Pennsylvania customers regardless of their electric
generation supplier. PECO customers benefit by enjoying the cleaner air which will result from
the operation of wind turbines and by having improved consumer options in the marketplace
which allow for selection of “wind blocks.” Such a program inures not to the benefit of an
individual but to the accommeodation, convenience and safety of the public.

PPL's position regarding the appropriateness of the environmental package as a whole
should be rejected outright. An issue is related to the merger and restructuring to the extent that
it affects the determination of whether the merger and restructuring meet the legal standard of
promoting the public interest. These environmental provisions serve the public because their
consequence is reduced air pollution and other impacts of energy systems.

Since the outset of retail competition, the PUC has contemplated the role that renewable
energy or general environmental factors would play in the developing marketplace. Renewable
pilot programs were placed in the Restructuring Plans of the major electric utilities in the state,
" which demonstrate a recognition by the Commission that the introduction or expansion of
renewable energy serves the public interest and deserves an opening to the marketplace.

Contrary to PPL’s claims, the funding of wind and solar in this context bears no relation



to the policies and legacy of the Public Utilities Regulatory Policy Act of 1978 (“PURPA”), 16
U.S.C. §§796 et. seq., a law which enabled non-utility energy production in a fully regulated
electric power industry. Today, wholesale competition is nationwide, and retail competition is
spreading from state-to-state. In the Commonwealth, the proposed funding does not create a
financial risk for utilities or ratepayers. Instead, the funding provides greater choices and helps to
meet the growing demand for renewable energy in Pennsylvania.

11. Councilman David Cohen:

Objections were also filed by Philadelphia City Councilman-at-Large David Cohen on
April 12,2000. While Clean Air Council holds great respect for the Councilman and
sympathizes with his desire to achieve greater benefits for the public and the city from this
merger, it cannot justify preventing a settlement in an attempt to achieve those goals through
litigation. The Council believes that the terms of the Joint Petition are superior to that which

would be achieved through the adversarial process.

WHEREFORE, for the reasons set forth above, Clean Air Council, et al, respectfully submit
that the Objections of PPL Electric Utilities Corporation and Councilman David Cohen be found

meritless and dismissed.

Respectfully submitted,

ez
Michael Fiorentino, Esquire

Atty. [D# 73576

Counsel for Protestants and Petitioners
Clean Air Council

105 N. Front St.

Suite 106

Harrisburg, PA 17101

Joseph Otis Minott, Esquire

Atty. ID# 36463

Counsel for Protestants and Petitioners
Clean Air Council

135 8.19th St.

Suite 300

Philadelphia, PA 19103



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

In re: Application of PECO Energy Company,
Pursuant to Chapters 11, 19, 21, 22 and 28 of
the Public Utility Code, for Approval of (1) a
Plan of Corporate Restructuring, Including the
Creation of a Holding Company, and (2) the
Merger of the Newly Formed Holding
Company and Unicom Corporation

Application Docket
No. A-110550F0147

CERTIFICATE OF SERVICE

I hereby certify that I have, this 18th day of April 2000, served a true and correct copy of the
foregoing Protestants/Intervenors Clean Air Council, et al’s Reply Objections to PPL Electric Utilities
Corporation and Councilman David Cohen on the following parties of record by first class mail or as
indicated:

The Honorable Charles E. Rainey (BY FED EX)

Administrative Law Judge

Pennsylvania Public Utility Commission
1302 Philadelphia State Office Building.
1400 West Spring Garden St.
Philadelphia, PA 19130

Kenneth L. Mickens, Esquire
Pennsylvania Public Utility Commnission
PA Public Utility Commission

Office of Trial Staff

P.0O. Box 3256

Harrisburg, PA 17105-32635

David Kleppinger, Esquire
Derrick Williamson, Esquire
Charis M. Burak, Esquire
McNees, Wallace & Nurick
P.0.Box 1166

Harrisburg, PA 17108-1166

Christopher B. Craig, Esquire

Democratic Committee on Appropriations
Room 545, Main Capitol Building
Harrisburg, PA 17120

Irwin A. Popowsky/Tanya McCloskey, Esquire
Office of Consumer Advocate

555 Walnut Street

Forum Place, 5th Floor

Harrisburg, PA 17101

Paul R. Bonney, Esquire
PECO Energy Co.

2301 Market St.,

P.O. Box 8699

Philadelphia, PA 19101-8699

Daniel Clearfield, Esquire

Wolf, Block, Schorr and Solis-Cohen LLP
Locust Court Bldg., Suite 300

Harrisburg, PA 17101

Gerald Gornish, Esquire

Wolf, Block, Schorr and Solis-Cohen
1650 Arch Street, 22nd Floor
Philadelphia, PA 19103

Paul Russell, Esquire (BY FED EX)
Pennsylvania Power & Light Company
Two North Ninth Street

Allentown, PA 18101

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

John L. Munsch, Esquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689



Michael L. Kessler. Esquire
Vice President, General Counsel
American Energy Solutions. Inc.
1781 Duffield Lane

Alexandria, VA 22307-1174

Philip Bertocci, Esquire
Community Legal Services, Inc.
1424 Chestnut Street, 5th Floor
Philadelphia, PA 19102

Thomas Schmidt, 111, Brian P. Downey,
John A. Greenbaum

Pepper Hamilton LLP

200 One Keystone Plaza

North Front and Market Streets

P.O. Box 1181

Harrisburg, PA 17108-1181

Eric Joseph Epstein, Pro Se
4100 Hillsdale Road
Harrisburg, PA 17112

John Hanger, Esquire
212 Locust Court, Suite 410
Harrisburg, PA 17101

Gregory ], Lawrence, Esquire
Sutheriand Asbill & Brennan LLP
1275 Pennsylvania Avenue, NN'W.,
Washington, DC 20004-2415

John Halsted, Esquire

Gawthrop, Greenwood & Halsted -
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[. INTRODUCTION

On March 23. 2000. a Joint Petition tor Settlement (“Settlement ) was filed in the above-
captioned proceeding. Subsequently. two additional parties, the City of Philadelphia and New
Energy East. L.L.C.. signed the Settlement and. as a consequence, all but two parties have either
joined in the Settlement or stated they do not oppose it. The two holdouts are PPL Electric
Utilities Corporation (“PPL™) and Philadelphia City Counciiman David Cohen, who filed
Objections to the Settlement on April 13. 2000. PECO Energy Company (“PECO” or the

“Company”) herein replies to those Objections.

. SUMMARY OF ARGUMENT

A. PPL’s Objections

PPL does not object to the Commission’s granting the relief requested in PECO’s
Application. namely, approving PECO’s proposed corporate restructuring, which will create a
holding company structure. and the merger of Unicom Corporation into the new holding
company. Rather, PPL’s disagreement lies with other terms and conditions of the Settiement that
address interests and concerns raised by other parties, such as rate reductions, exténding the
transmission and distribution rate cap and establishing objective measures for customer service
and service improvement. Specifically. PPL ciaims that no evidence was presented to
demonstrate that these additional terms are in the public interest and, therefore, they cannot be

approved by the Commission unless a hearing is held for that purpose.



Additionally. PPL contends that the Commission should not approve the Settlement
under any circumstances unless 1t mandates that the settling parties “(1) not . . . propose that a
provision of the Joint Petition be adopted in any other proceeding based on the fact that such
provision was included in the Joint Petition: and (2) not . . . seek to reopen another Pennsylvania
public utiiity’s settlement of its retail restructuring proceeding to modify any provision of such.

settlement in order to make it consisient with a provision of the Joint Petition” (PPL Objections,

pp. 33-34).

As more fully explained below. PPL’s objections are premised upon an erroneous
understanding of the law, are contrary 10 the Commission’s policy of promoting settlements and

should be dismissed, for several recasons.

First, contrary to PPL"s contentions. a hearing is not required for the Cormmission to
discern whether a proposed settlement promotes the public interest. Pennsylvania appellate
courts have held that due process is not otfended when issues of law and public policy are
resolved on the basis of parties™ writicn submissions and without a full, trial-type hearing.
Although PPL strains to identity disputed factual issues allegedly presented by the Settlement,

none exist.

Second, requiring evidentiary hearings would undermine the settlement process and
conflict with the Commission's policy favoring the amicable resolution of disputes (52 Pa. Code
§§5.231.69.391 and 69.401). Avoiding litigation’s delays, expense and drain on the

Commission’s administrative resources is one of the principal benefits of settlements. Imposing



an evidentiary hearing requirement is particularly inappropriate where, as here, the intervenor
calling for hearings has no legally cognizable interest in the issues those hearings would

allegedly address.

Third. PPL does not have standing 10 address the “public interest” issues raised in'its
Objections. PPL purports to assert interests and concerns as to which it lacks the “substantial,
direct and immediate”™ interest nceded for standing under the test laid down in William Penn
Parking Garage, Inc. v. City of Pitshurgh, 464 Pa. 168, 346 A.2d 269 (1973). PPL is nota
customer of PECO. nor does it meet anv of the criteria for “representational standing.” PECO’s
customers are represented in this proceeding both directly and through statutorily designated

representatives that have all joined in the Settlement.

Fourth, PPL.’s positions are contrary 1o the law. Based on the Commission’s decision in
PG Energy, Inc.. Docket No. A-120011F.002 (1999), PPL contends that the rate reductions and
other concessions made by PECO in the Settlement are “contrary to Commission policy.” While
PG Energy provides that such concessions cannot be imposed unilaterally as a matter of law. it
clearly does not preclude them if made with the utility’s agreement. PPL also contends that
PECQO’s proposed rate reductions and rate cap extension may affect its ability to construct
transmission system improvements ordered under the Operating Agreement with the
Pennsylvania-New Jersey-Maryland Interconnection, LLC (“PIM”). However, the Electricity
Generation Customer Choice and Competition Act (“Competition Act”) provides a specific rate
cap exception for transmission projects mandated by an Independent System Operator (66 Pa.
C.S. §2804(4)(iii}(E)). Additionally, PPL’s concern that the Settlement’s provisions dealing
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with decommissioning expense recovery might atfect nuclear safety is misplaced. Those matters
lie within the exclusive jurisdiction of the Nuclear Regulatory Commission (“NRC™). Finally,
PPL’s contention that changes in the Competitive Default Service (“CDS”™) auction process may
violate the Competition Act as a “forced assignment” of customers to an Electric Generation
Supplier ("EGS™) was recently rejected by the Commonwealth Court. See George v. Pa. P.U.C.,

735 A.2d 1282 ( Pa. Cmwlth. [999)

Finally, PPL’s concerns about the possible precedential value of the Settlement are
unwarranted. Section 72 of the Joint Petition expressly provides that it shall not constitute or be
cited as controlling precedent by the parties. Additionally, the Commission has held that: “We
vigorously, and without equivocation. reject considering a settlement as precedent, as to any
subsequent issue, in any proceeding.” Pa. P.U.C. v. The Bell Telephone Company of

Pennsylvania, 1988 Pa. PUC LEXIS 372 (November 10, 1988).
B. Councilman Cohen’s Objections

The issues raised by Councilman Cohen are all addressed in one form or another in the
proposed Settlement, which represents a reasonable and balanced accommodation of competing
interests by parties who neéot-iated in good faith and at arms-length. Unlike PPL., which
contends that the settling parties should make some further demonstration that PECO’s
concessions are in the public interest. Counciiman Cohen does not dispute that what PECO has
agreed to do will benefit consumers. He just thinks PECO has not gone far enough. Councilman

Cohen’s comments represent. at most. after-the-fact criticism of the negotiated outcome, They



do not contain any analysis of the positions asserted and. therefore, do not meet the minimum
requirements for objecting to a proposed scitlement {e.g., facts, affidavits. argument and relevant
legal analysis). See 52 Pa. Code §69.406(a). Moreover, his criticism lacks substance given that
all of the stakeholders -- inctuding those just as committed to the issues raised by Counciiman

Cohen as the Councilman himselt -- believe that the Settlement represents the best achievable

outcome.

Additionally, many of PECO’s concessions are extra-statutory and could not be imposed
without PECQO’s agreement. In short. they are not something that could be placed at issue if this
proceeding were fully litigated. but rather are achievable only through the settlement process.
As a consequence, Councilman Cohen’s Jesire for more and larger concessions does not present

any legally sufficient basis either to require evidentiary hearings or to disapprove the Settlemert.

Finally, Councilman Cohen’s objections were filed before he knew of the settlement
achieved with the City of Philadelphia. which expands PECO’s commitments regarding its

headquarters and employment levels.
[II. ARGUMENT

A. Evidentiary Hearings Are Not Required For The Commission To Determine
That The Settlement Is In The Public Interest
A full, trial-type hearing is not required for the Commission to determine if a settlement
is in the public interest, even if the settlement includes less than all parties. Discemning where the
public interest lies in relation to the terms and conditions of a proposed settlement involves
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.issues of law, public policy and the exercise of Commission discretion. As the Commonywealth
Court held in Lehigh Valley Power Commiitee v. Pa. P.U.C., 128 Pa. Cmwlth. 259, 274-275, 563
A.2d 348. 356 (1988), these kinds ot issues can lawfully be addressed and resolved solely on the

basis of written submissions:

LVPC submits that because its opportunity to litigate the issue was
limited to its filing of an answer. that it was not afforded a
meaningful opportunity to be heard. We disagree. The issue
presented in LVPC’s unswer was a legal one. LVPC’s contention
that 1t should have been afforded the opportunity to present
evidence is therefore meritless. {1 is a fundamental proposition of
law that a hearing or irial procedure is necessary only to resolve
disputed questions of fuct and is not required to decide questions
of law. policv. vr discretion. See Davis, Administrative Law
Treatise. §§12:2. and [4:1-14:3 (1979-80). LVPC was provided
the opportunity to present argument on this issue and the
Commission considered and rejected LVPC’s contentions 1n its
discussion in the [PP&L] Joint Petition proceeding. (Emphasis
added.)

Accord Lehigh Vallev Power Commintee v. Pa. P.U.C., 128 Pa. Cmwlth. 276, 288, 563

A.2d 557.563 (1988).

The procedure adopted in this case provides a reasonable basis for the Commission to
ascertain whether to approve the Scttlement. A complete explanation of how the Settlement
promotes the public interest is set forth in the Settlement itself, which is augmented by the
Statements in Support filed by the parties and the endorsement of numerous witnesses at the
public input hearings. [n addition. parties were given the opportunity to submit comments or
objections. Upon analysis, it is clear that the objections and comments submitted by PPL and
Councilman Cohen raise questions of law, public policy and the limits of Commission discretion
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to approve a settlement and do not present triable issues of fact. Significantly, PPL -- the oniy
party contending that an evidentiary hearing on the Settlement is necessary -- made no proffer of
the evidence. if any, it might present. Indeed. it has not stated it would present any evidence
even if an evidentiary hearing were held. In view of the foregoing, the opportunity to present
written comments or objections fullyv satisties the standards approved by the Commonwealth
Court and provides ample basis tor the Commission to determine whether the proposed

Settiement is in the public interest.

Furthermore, in Barasch v. Pu. P.UC., 119 Pa. Cmwlth. 81. 546 A.2d 1296 (1988)
(“Milesburg I'), the Court held that even in those cases, unlike the present one, where factual
issues may be in dispute, a “full. trial-tvpe hearing”™ is not necessary in all instances. The kind of
“hearing” required must be adapted to the circumstances of each case, i.e., the nature of the facts
at issue, the interests of the contesting parties. the administrative and public policies involved
and the need to reach a reasonable resolution in the most expeditious and minimally burdensome
manner possible. In so holding. the Commonwealth Court cited with approval, and relied upon,
the United States Supreme Court’s decision in Mathews v. Eldridge. 424 U.S. 319, 342 (1976),
which found that: “While oral presentations may be necessary for determinations likely to turn
on witness credibility, written submissions may be adequate when economic or statistical
questions are at issue.” 546 Pa. Cmwith. at 1303. As a consequence. PPL’s mere assertion that
the proposed Settlement presents factual issues, even if correct, does not require that the

Commission hold evidentiary hearings.



B. Imposing The Kind Of Hearing Requirement PPL Proposes
[s Contrary To The Commission’s Policy Encouraging
Settlements And Would Undermine The Settlement Process
The Commission’s policy favoring and encouraging settlements as the preferred
alternative to litigation is well-cstablished and. in fact, has been incorporated in the
Commission’s regulations and policy siaterments. 52 Pa. Code §5.231(a) (“It is the policy of the
Commission to encourage settfements.™); 32 Pa. Code §69.391 (“The Commission encourages
parties to seek negotiated settlements of contested proceedings in lieu of incurring the time,
expense and uncertainty of litigation.™): 32 Pa. Code §69.401 (“In the Commission’s judgment,
the results achieved from a negotiated settlement or stipulation, or both, in which the interested
parties have had an opportunity to participate are often preferable to those achieved at the
conclusion of a fully litigated proceeding.™) In a decision specific to this case, Chairman Quain
admonished the parties to “work diligently. in the spirit of compromise repeatedly endorsed by

this Commission, to reach an amicable resolution of this matter, if at all possible.” See Separate

Statement of John M. Quain. Chairman. issued March 2, 2000.

PPL’s proposal would impose a per se requirement for evidentiary hearings in any
proceeding where even one participant withholds consent to a settlement, without regard to the
holdout’s interest in the case or the substantiality of the issues it allegedly intends to raise. PPL’s
position is contrary to the Commission’s policy favoring settlements because it would force the
settling parties to press ahead with litigation at the behest of a lone dissenter despite having
achieved a consensus among all other participants who have a real and substantial interest at
stake in the outcome of the proceeding. [n time-sensitive matters, this could amount to giving
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one party the equivalent of a veto over a proposed settlement regardless of the merits, or lack
thereof. of the dissenter’s position. Even in matters that are not time-sensitive. the PPL proposal
would create delays. impose additional expense and interject a degree of uncertainty in the
outcome that could militate against the real parties in interest making the effort required to try to
settle the case. That is particularfy true in a case such as this one, where the settling parties
devoted a great deal of time and effort to trying to reach an amicable resolution that is fair,

balanced and serves the public interest.

As the Commission determined in its policy statement on mediation (52 Pa. Code
§69.391), one of the chief benefits of negotiated settlements is that they save time, expense and
the uncertainty of litigation. PPL’s proposal would needlessly eliminate that benefit by imposing
a requirement for evidentiary hearings in all non-unanimous settlements irrespective of the
materiality or substantiality of the dissenting party’s interests and objections. For example, in
this case. PPL objects because of its concern that concessions granted by PECO in settlement
may either become “precedent” in f{uture litigated proceedings involving PPL or potentially could
be used as a bargaining point in negotiating the settlement of a future PPL proceeding. Neither
concern detracts from the merits of this Settlement or states any reason why this Settlement is not
in the public interest. If settling parties are likely to face an adversarial proceeding based upon
these kinds of non-substantial objections, they may well decide there is little point in trying to

reach a settlement in the first place.



C. PPL Does Not Have A Substantial, Direct And Immediate Interest
In The Outcome Of The Issues It Purports To Raise And, Therefore,
Does Not Have Standing To Object To The Settlement
The PUC has discretion to determine an entity’s right to challenge Commission action.
including the Commission’s resolution of disputed issues. However, in exercising that discretion,
the Commission has adhered to the principles of standing and aggrievement established by
Pennsylvania’s appellate courts for civil and appellate proceedings. See Re L & H Trucking
Company v. Pa. P.U.C, 55 Pa. P.U.C. 469 (1982). The definitive statement of those principles

was made by the Pennsylvania Supreme Court in William Penn Parking Garage, Inc. v. City of

Pittsburgh, 464 Pa. 168, 346 A.2d 269 (1975).

In William Penn, the Court adopted a tri-partite test that a party must satisty to prove that
it is or may be “aggrieved” and. therefore. has standing to litigate an issue. Specifically, the
party must establish that it has an interest that is substantial, direct and immediate. As to what
constitutes substantiality, the Court held: *[T]he individual’s interest must have substance --
there must be some discernible adverse effect to some interest other than the abstract interest of
all citizens in having others comply with the law.” 346 A.2d at 269. The test for what isa
“direct™ interest “means that the person claiming to be aggrieved must show causation of the
harm to his interest by the matter of which he complains.” 346 A.2d at 282. To satisfy the
immediacy test, the one claiming standing must show “a sufficiently close causal connection
between the challenged action and the asserted injury to qualify the interest as ‘immediate’ rather

than 'remote’ . ” 346 A.2d at 286. Elaborating on this concept, the Court stated: “[I]t is clear
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that the possibility that an interest will sutfice to confer standing grows less as the causal

connection grows more remote.”

Pennsylvania appellate courts have applied the principles of William Penn to proceedings
before the PUC in two very recent and notable decisions. First, in George v. Pa. P.U.C., supra,
the Commonwealth Court held that a party to a proceeding that received adequate notice thereof
lacked standing to raise the issue of whether other affected parties were properly notified. 735
A.2d at 1286. Second. in Mid-Atluntic Power Supply Associationv. Pa. P.U.C., 746 A.2d 1196
(Pa. Cmwith. 2000)(“*MA4PSA™). the Court held that a utility did not have standing to raise issues
pertaining to the possible infringement of its customers” constitutional rights by a Commission
order directing the utility to release customers’ private billing data. Additionally, the Court held

that assent by customers’ statutorily designated representative assured that customers’ interests

were not compromised:

PECO does not represuent the interests of its ratepayers. A party
may not claim standing to vindicate the rights of a third party who
has the opportunity to be heard. Pennsylvania Dental Assoc. v.
Commonwealth of Pennsylvania, Department of Health. 75 Pa.
Cmmw. 7, 461 A.2d 329 (Pa. Cmwith. 1983). Additionally,
Section 902-A of the Administrative Code statutorily provided for
the OCA to represent the interests of consumers before the PUC,
and the OCA. as intervenor. submitted its brief in support of the
PUC’s Final Order.

Based upon the principles articulated by the Pennsylvania Supreme and Commonwealth
Courts, as summarized above, there is no doubt that PPL lacks standing to raise the issues set

forth in its Objections, which fall seven broad categories: (1) the proposed rate reductions and
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rate cap extension may impair PECO’s ability 1o maintain or improve its transmission and
distribution system and its level of customer service to the detriment of PECO’'s retail customers
(PPL Objections, pp. 20-22): (2) all interested parties may not have received proper notice that
benchmarks for service reliabilitv and improvement would be adopted in this case (PPL
Objections. p. 21): (3) the mechanism for recovery of nuclear decommissioning costs may not
“strike the proper balance™ between protecting customers from the costs of decommissioning and
protecting society from the hazard and long-run costs of incomplete or under funded
decommissioning (PPL Objections. pp. 23-24); (4) the settling parties have not demonstrated that
PECO’s customers and the public as a whole will benefit from the environmental provisions
incorporated in the Settlement (PPL Objections. pp. 24-25); (5) the modifications to the CDS
process may constitute a form of “slamming™ because PECO customers may have their default
supplier changed without their consent (PPL Objections, pp. 26-27); (6) all interested parties may
not have received proper notice that CDS modifications would be addressed in this case (PPL
Objections. p. 26); and (7) the settling parties have not demonstrated that changes in contractual

provisions for Amtrak and the City of Philadelphia are reasonable and non-discriminatory (PPL

Objections, p. 28).Y

U At page 28 of its Objections. PPL contends that its list of allegedly “unsupported”
settlement provisions is “not exhaustive™ but provides “good examples of the reasons
why the Joint Petition must he rejected.”™ PPL had an obligation to present all of its
alleged reasons for contesting the Settlement in its written objections so that PECO and
other settling parties would have a reasonable opportunity to respond. PPL cannot,
hereafter, attempt to raise other alleged issues, which have been waived by its failure to
identify them in its written submission.
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In none of the arcas addressed in PPL’s objections does it have a substantial, direct and
immediate interest that is adversely aftected by the terms of the proposed Settlement. In each
instance, it 1s asserting the interests of someone else, i.e., (1) PECO’s customers; (2) PECO
itself; and (3) in the case of its "notice” arguments. unidentified parties that allegedly may have
an interest in this proceeding but are not participating.  As the Court made clear in George and
MAPSA, supra, standing cannot be cstabiished by asserting the rights of others. Indeed, in
MAPSA. the Court went so far as to state that a utility does not have standing to assert the rights
of its own customers. Here, PPL’s interests are even further attenuated, because it purports to
assert the interest of the retail customers of another utility altogether. There is no precedent for
finding standing on this basis.= Rather. PPL’s position is similar to that of the dissenting parties
in AES Beaver Valley v. West Penn Power Company, 58 Pa. P.U.C. 729 (1985), whose
exceptions to a proposed settlement were dismissed for lack of standing because they were not

served by the affected utility, which had reached an amicable resolution of a non-utility

generator's complaint regarding “avoided cost.”

For the same reasons discussed above. PPL’s oft-repeated contention that it can force a
hearing in this case in order to have the settling parties demonstrate that PECO’s concessions in

the Settlement are “in the public interest™ fails the substantiality test of William Penn because it

PPL does not assert. nor could it claim, standing as a representative of PECO’s
customers. Representational status is only permitted, for example, by an assoctation that
has one or more members with standing in their own right and is authorized and
empowered by its members to speak on their behalf. See Pennsylvania Natural Gas
Association v. T.W. Phillips Gus and Oil Company, Docket Nos. C-902909 and C-
913239 (December 20. 1991). 1991 Pa. PUC LEXIS 195.

It~
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is no different from the “abstract interest of all citizens in having others comply with the law,”

which the-Supreme Court expressly stated is inadequate to confer standing.

Finaily. PPL s concern that the Settlement not become a “precedent” is also insufficient
to confer standing. Apart from PPL’s refusal to acknowledge the body of taw holding that
settlements are not “precedent.” an entity that otherwise would not be aggrieved by an
administrative or judicial decision cannot gain standing simply because the outcome may
establish what it views as an undesirable precedent. See AES Beaver Valley v. West Penn Power
Company, supra. The status of amicus permits entities in that position to express their views.
However, an amicus cannot. as PPL sceks to do here. overturn an amicable resolution of a
contested matter by the real parties in interest.

D. PPL’s Objections Are Based On Positions That

Are Contrary To The Law

Several of PPL’s most strenuously asserted objections are based upon a misunderstanding

or misapplication of the law and. theretore. should be rejected even if the Commission were to

decide -- over PECO’s opposition -- that it could reach the merits of PPL’s arguments.

Based on the Commission’s decision in PG Energy, Inc., Docket No. A-120011F.002
(1999), PPL contends that the rate reductions and other concessions made by PECO in the
Settlement are “contrary to Commission policy.” That is not a correct statement of the law. PG
Energy provides that such concessions cannot be imposed uniluterally as a matter of law.

However, it clearly does not preclude such concessions if made with the utility’s agreement, as
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evidenced by the Commission’s amended order in PG Energy entered on October 18, 1999. See
also Joint Application of Bell Atluntic Corporation and GTE Corporation, Docket No. A-

310200F.002 (November 4. 1999},

PPL also contends that PI2CO’s proposed rate reductions and rate cap extension could
affect PECO’s ability to construct transmission system improvements ordered under the PJM
Operating Agreement or distribution system improvements needed to maintain safe and reliable
service (PPL Objections. pp. 21-22). This argument is wrong as a matter of law. Section [ of
the Settlement states that “other provisions of Paragraph 21 of the 1998 Electric Restructuring
Settlement will remain in full force and effect.” Paragraph 21 of the 1998 Electric Restructuring
Settlement, in tum, states that “'the rate cap exceptions set forth in Section 2804(4) of the Electric
Competition Act shall apply. . .. Section 2804(4)(iit1)(E) of the Competition Act provides a
specific exception where: “The electric distribution utility is directed by the commission or an
independent system operator or its functional equivalent to make expenditures to repair or
upgrade its transmission or distribution system.” Accordingly, the hypothetical “incbnsistency”
PPL purports to find between PECO’s rate reductions and rate cap extension and its service

obligations simply does not exist.?’

3/ PPL also contends there is no “evidence™ on which to ascertain whether the proposed rate
cuts and rate cap extension would harm PECO’s financial health and whether the rate
reductions are commensurate with the level of likely merger savings (PPL Objections, pp.
20-22). However, PPL 1gnores that PECO presented extensive testimony and detailed
exhibits as part of the supporting data for its Application regarding its level of merger
savings and also presented current and pro forma post-merger financial statements, which
provide ample basis for the Commission to assess the likely impact of the rate and rate
cap provisions of the Settlement. See PECO Statement No. 4 and Exhibit Nos. TJF-2 and

(continued...)
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PPL also expresses concern about the Settlement’s provisions dealing with the recovery
of nuclear decommissioning expense in excess of the level currently embedded in PECO's rates.
Specificallyv, PPL questions whether PECO’s agreement not to seek to recover a portion of any
such expenses in excess of current rate-embedded levels will adversely impact the safe
decommissioning of PECO’s nuctear units (PPL Objections, pp. 23-24). Overlooked by PPL is
the fact that issues relating to the safety of PECO’s nuclear plants and its ability to fund its
nuclear decommissioning obligations lie within the primary and exclusive jurisdiction of the
NRC.¥ Moreover, the adequacy of the Settlement’s rate recovery mechanism to assure the safe
decommissioning of PECO’s auclear plants is an issue that will have to be addressed and
resolved by the NRC in connection with PECO’s request for approval to transfer its NRC
operating licences as part of its proposed corporate restructuring. PPL’s attempt to interject these
issues into a proceeding before the Commission. whose authority is preempted by federal law,

should be rejected.

Finally, PPL argues that changes in PECO’s CDS auction process may violate the

Competition Act as a “forced assignment”™ of customers to an EGS, contrary to the “anti-

3/(...continued)
TJF-3; PECO Statement No. 3 (p. 11) and Exhibit No. TPH-4; Application Exhibits [

through N.

4/ PPL’s alleged concerns are inexplicable. inasmuch as provisions of the Settlement
limiting PECO’s right to request recovery of decommissioning expense in excess of rate-
embedded levels are modeled after similar provisions in PPL’s Restructuring Settlement.
PPL’s claim that this provision may not be in the public interest would, on its face, seem
to impugn settlement terms that PPL itself has previously approved.
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slamming” provisions of the Competition Act. At the outset, the principal change to the CDS
process made bv the Seitlement would be to permit an auction of the obligation to provide
generation service, while keeping the customer care functions with PECO. If anything, this
revision would make the transter from PECO. as provider-of-last-resort, to a CDS supplier even
more transparent. and less like a ~“forced assignment.” than the original provisions of PECO’s
1998 Electric Restructuring Settlement 10 which PPL had no objection. Moreover, PPL’s
argument is precisely the same as that advanced by a dissenter to GPU’s Electric Restructuring
Settlement. In George v. Pa. P.U.C.. supra. the Commonwealth Court rejected that argument
and found that “the competitive bidding process [for CDS] does not violate the Competition

Act.” 735 A.2d at 1288.

E. The Proposed Settlement Is Not Precedent And, Therefore,
PPL’s Concerns That The Settlement’s Terms Would
Apply To PPL Under Similar Circumstances Is Meritless

Section 72 of the Settlement states:

Acknowledging that it 1s expressly understood and agreed that the
Settlement constitutes a negotiated resolution solely of issues
addressed herein. the Merger and Corporate Restructuring, the
Joint Petitioners agree that this Settlement shall not constitute or be
cited as controlling precedent in any other proceeding, including a
proceeding involving a merger or acquisition by another
Pennsylvania electric utility.

The Settlement itself provides ample protection to PPL against the terms and conditions

thereof being used or cited as precedent in any PPL proceeding. Of course, PPL would have that
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protection even if the Joint Petition did not contain the tron-clad statement of non-precedential
use set forth above, because Commission precedent on this point is clear and well-established:

We vigorously. and without cquivocation, reject considertng a

settlement as precedent. as to any subsequent issue. in any

proceeding.
Pa. P.UC v. The Bell Telephone Company of Pennsyivania, 1988 Pa. PUC LEXIS 572
(November 10, 1988). Accord Application of West Penn Power Company For Approval Of Its
Restructuring Plan Under Section 2806 ()f The Public Utility Code, Docket No. R-00973981
(March 13. 1998), 1998 Pa. P.U.C. LEXIS 166 (Mimeo at p. 138) (Rejecting the position offered
by a witness on the grounds that he attempted to support it on the strength of a settlement in

another utility’s case which provided that it “'shall not constitute precedent as to any matter of

law or fact.™)

Similarly, PPL’s concerns about the possibility of “reopening” its Electric Restructuring
Settlement are unfounded. The Restructuring Settlements are binding and enforceable, and they
cannot be “reopened” without the agreement of the parties thereto -- including the affected utility
-- unless those settlements specifically provide for it. Simply stated, there is no way this
Settlement could modify the terms and conditions of the Restructuring Settlements of other

Pennsylvania electric utilities.

Finally, in view of the well-established body of law that already precludes the improper
use of this Settlement either as precedent in future PPL proceedings or as a justification to
“reopen” PPL Restructuring Settlement, it 1s not possible to discern what additional relief PPL is

18



asking the Commission to grant in this regard. PECO suspects that other parties, the ALJ and the
Commission would be equally puzzled by PPL’s request. Obviously, some clarification by PPL
of the protection it hopes to obtain. beyvond that afforded by the Section 72 of the Settlement and
existing Commission precedent. is necessary.¥
F. If The Administrative Law Judge Or The Commission Decides To
Hold Evidentiary Hearings Even Though None Are Required, They
Should Set A Schedule That Avoids Any Undue Delay
For all of the reasons set forth above, the Administrative Law Judge (“ALJ”) and the
Commission should find and determine that evidentiary hearings are not required in order to find
that the Settlement is in the public interest and should be approved. If the ALJ or the
Commission, nonetheless, decides to hold evidentiary hearings, they should establish a schedule
that avoids undue delay. Given the posture of this case and the nature of PPL’s objections,
extensive additional proceedings are not required. To assure that no undue delay is introduced,
PECO is herewith submitting Statement No. 3-§, the Supplemental Testimony of Thomas P.
Hiil, Jr., which, along with PECO’s Application and accompanying Statements and Exhibits,
would constitute PECO’s direct case. The filing of Mr. Hill’s testimony in no way constitutes an

admission, express or implied. that PECO believes evidentiary hearings or the submission of any

S/ It is not clear whether PPL. also wants the Commission to go a step further and order the
parties not to propose terms or conditions of the Settlement as bargaining positions in
private negotiations with PPL in subsequent Commission proceedings. If so, this
position may be problematic because there is no apparent legal basis for the Commission
to intervene in the negotiation process in this fashion. Moreover, any such attempt by the
Commission to restrict parties” positions in PUC proceedings or related discussions and
negotiations would seem to infringe upon protected speech and raise First Amendment
issues,
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additional evidence bevond that alrcady betore the Commission is necessary. To reiterate. this

submission is made entirely on a contingent basis to avoid delay in the event the ALJ or

Commission decide to hold an evidentiary hearing.

Additionally, PECO proposes -- again. on a contingent basis -- the following schedule,

should the ALJ or Commission decide to hold an evidentiary hearing:

March | Formal Settlement discussions begin.

March 23 Joint Petition for Settlement filed and served.

April 13 Objections and Comments filed.

April 18 Submission of replies and testimony in support of the Settlement.

April 19 PPL and Councilman Cohen designation of witnesses, if any.

April 21 PPL and Counciiman Cohen responsive testimony, if any, due in
hand.

April 27 Hearing (1f required)

This proposed schedule provides sufficient time for all parties without imposing undue
delays and burdens. In this regard. it should be emphasized that PPL and Councilman Cohen
were aware of the issues the intervenors raised. participated fully in the negotiations leading up
to the Settlement and have been aware of the terms and conditions of the Settlement since mid-
March. In short, they have had considerable time to obtain witnesses and prepare their positions
and, consequently, there is no reason the objecting parties cannot proceed expeditiously. In this
regard. it should be emphasized that. under the original litigation schedule for this case. opposing
party testimony was to be tiled on March 24 (subsequently extended to March 28) and hearings

were to be held from April 25 to April 28. There is no reason a hearing on a proposed settlement
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should extend bevond the period set aside for evidentiary hearings in the initial litigation

schedule.

G. Councilmzan Cohen’s Objections Present No Valid Basis To
Reject The Proposed Settlement
Councilman Cohen concedes that “there are many good aspects to the Settlement
Agreement” but objects on the basis that PECO’s concessions should be greater in scope and

magnitude. Councilman Cohen’s objections do not provide a valid basis to reject the proposed

Settlement, for several reasons.

First, Councilman Cohen’s okjections do not identify any reasons why PECO’s proposed
corporate restructuring, the merger with Unicom or the terms of the proposed Settlement are not
in the public interest. Rather. his objections consist of a list of additional concessions he believes
PECO should have made without any analysis as to whether his positions are lawful, supportable
or within the authority of the Commussion to grant. Simply stated, Councilman Cohen has failed
to meet the minimum threshold to state a prima facie basis to object to a proposed settiement

and, therefore, his objections should be rejected.

The Commission’s Settlement Guidelines and Procedures for Major Rate Cases, while
not directly applicable, offer a clear indication of what a dissenter is expected to present to raise a
valid objection to a proposed settlement. Specifically, objecting parties should present “facts,
affidavits, argument and relevant legal analysis . .. 52 Pa. Code §69.402(a). None of that is

present in Councilman Cohen’s objections. Instead, his objections are a list of all the additional
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things he would like PECO to do. without any argument or analysis explaining whether there is
any legal authority to even raise such issues if this proceeding were fully litigated. As more fully
explained below. that authority dous not exist and the kinds of concessions Councilman Cohen
seeks could be obtained only through a ncgotiated settlement. [ndeed. many of the issues raised

by Councilman Cohen, such as those pertaining to nuclear safety, are outside the Commission’s

jurisdiction.

Second, Councilman Cohen purports to raise a number of issues in his capacity as a
member of City Council because he claims to speak for all the citizens of Philadelphia. See
Petition to Intervene of Councilman David Cohen. This is evident from his proposals
concerning jobs and employment. fow-income and universal service programs and economic
development initiatives. However. notwithstanding his status as an elected official, Councilman
Cohen does not have standing to represent the interests of his constituents in administrative
pr(;ceedings. See e.g., George v Pu. P.UC., supra. Furthermore, the City of Philadelphia, which
may have some claim to represent the City’s residents, ts a party to this case and has joined in the

Settlement.

Third, all of the additional concessions Councilman Cohen hopes to extract from PECO
are extra-statutory and most are not merger-related {(e.g., funding for attorneys and experts at

Community Legal Services to intervene in future PECO rate proceedings)¥’. There is no

6/ Of course, through its payment of the Commission’s General Assessment, PECO already
funds the activities of the Office of Trial Staff, the Office of Consumer Advocate and the
Office of Small Business Advocate.
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presumptive legal basis to obtain such concessions in a litigated proceeding. They could be
obtained. if at all. only through a negotiated settlement. Consequently, Councilman Cohen’s
belief that full litigation of this proceeding could obtain more and larger concessions is simply
wrong. More to the point. Councilman Cohen overlooks that the proposed Settlement addresses
most of the substantive areas identified in his objections, and represents a reasoned and
principled accommodation by parties representing all of the stakeholder groups in PECO’s
service territory. The Settlement may provide fewer concessions by PECO than Councilman

Cohen desires. but it provides all of the benefits that could reasonably be achieved.

Finally, Councilman Cohen’s ubjections focusing on PECO’s nuciear plants --
restrictions on license extensions. commiiments for early retirement and health studies -- are all
directed to matters involving the satety-related regulation of nuclear power, which are within the
exclusive jurisdiction of the NRC. As a consequence. even if this matter were fully litigated, the

Commission would not have authority to grant the kinds of relief Councilman Cohen requests

even if this matter were fully litigated.
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V. CONCLUSION

For all of the reasons sct forth wbove, the objections of PPL Electric Utilities Corporation
and Councilman David Cohen shouid e dismissed and the ALY and the Commission should

grant the Joint Petition for Scitlement.

Respectfully submitted.
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SUPPLEMENTAL TESTIMONY OF THOMAS P. HILL, JR.
IN SUPPORT OF
THE JOINT PETITION FOR SETTLEMENT

I. INTRODUCTION

Please state your name and husiness address.

Thomas P. Hill. Jr., 2301 Market Street. Philadelphia, PA 19101,

Mr. Hill, have you participated previously in this proceeding?

Yes, I submiited direct lestimony. pre-marked as PECO Statement No. 3, as part of
PECO Energy Company’s (“"PECQ™ or the “Company™) November 22, 1999 Application.
A summary of my qualifications and professional experience is contained in my direct

testimony.

What is the purpose of your supplemental testimony?

The purpose of my supplemental testimony is to support the Joint Petition for Settlement
that was filed with Administrative Law Judge Rainey (the “ALJ™) on March 23, 2000
(the “Joint Petition™) and to urge its expeditious approval. [n particular, I will explain
why PECO believes that the Scttlement proposed therein is in the public interest and will
briefly respond to the comments offered in opposition to the Joint Petition by City of
Philadelphia Councilman David Cohen ("Councilman Cohen™) and by PPL Electric

Utilities Corporation ("PPL™).
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Il THE PROPOSED SETTLEMENT
Please describe the process that lead to the execution of the Joint Petition.

Almost immediately {ollowing the filing of the Application, PECO began to meet with
interested parties to answer questions and discuss concerns. Thereafter, at the January
20, 2000 Prehearing Conference. the ALL with the encouragement of the parties,
scheduled two days of mectings in carly March to give the parties a chance to explore an
amicable resolution of this proceeding in lieu of costly and contentious litigation. Those
initial meetings, which took place among all parties on March | and 2, 2000, produced
open and frank discussions on a wide range of issues, including the likely impact of the
proposed restructuring and merger on rates and service, reliability, nuclear safety,

competitive market conditions. cnvironmental concerns and a variety of other matters.

Were the parties able to resolve their differences at those initial meetings?

No, they were not. However. substantial progress was made and., most importantly, a
dialogue was established. Over the next several weeks, the parties continued to meet,
both in person and telephonicaliy, and to exchange ideas and information. That process

culminated in the March 23 Joint Petition.

Did all protestants and intervenors have an opportunity to participate fully in those

negotiations?

Yes, and all major parties. including Councilman Cohen and PPL, took full advantage of

that opportunity.
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Why does PECO believe that the proposed Settlement is in the public interest?

The specific reasons arc sct forth in the Joint Petition and may be summarized as follows:
(1) rates will be reduced: (1) transmission and distribution charges will be capped for an
additional eighteen monihs: {3} post-cap distribution raie increases will be mitigated: (4)
reliability and customer service will be enhanced: (5) competition will be promoted; (6)
universal service coverage will be expanded; (7) the environment will benefit; (8)
customers will be protected against unregulated nisk and cross-subsidization; (9) PECO
will maintain a strong corporate presence in southeastern Pennsylvania; and (10)

substantial litigation and associated costs will be avoided.

More importantly. the Joint Petition represents the product of numerous compromises by
and among parties that represent virtually all potentially affected constituencies -
residential, commercial, industrial and municipal customers; environmentalists;
advocates for low income consumers and nuclear safety; and competitors. In this regard,
a sampling of intervenor comments. as contained in their Statements in Support of the

Joint Petition, is instructive:

e “Asarcsult of this Settlement. eiectricity in the PECO service territory will
be cleancr, more atfordable, and safer” (PennFuture. p. 1)

e “PECO has been induced to put substantial value on the table in many forms
to meet the particuiarized needs of this region™ (CEPA et al.. p. 6).

e [Tlhe Settlement brings value and substantial affirmative benefits to PECO’s
ratepayers and the communitv™ (OCA. p. 7).
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e “The Settlement promotes competition and provides considerable
environmental benetit” tOTS, p. 3).

in my view, the broad-based support by those parties most affected by PECQO’s corporate
restructuring and merger with Unicom provides compelling evidence that the proposed

Settlement is in the public intcrest.

HI.  RESPONSE TO COMMENTS

A. Councilman Cohen

In his comments to the Joint Petition, Councilman Cohen acknowledges that “there
are many good aspects to the Scttlement Agreement.” but contends that “many

serious issues . . . are not adequately addressed.”™ Please comment.

The tssues that Councilman Cohen identifies and, more specifically, the conditions that
he would impose either are bevond the Comﬁission’sjurisdiction or were, in fact,
expressly addressed by the parties in their negotiations. In summary. those issues fall
into three broad categorics: (1) the cost and safety of nuclear power; (2) rates and low
income customer assistance: and (3) the impact of the merger on jobs and local
communities. [ will not attempt to respond to each one of Councilman Cohen's proposals
and, for that reason. urge the ALI and the Commission to carefully review PECQO’s

responsive comments that are being filed concurrently herewith.

What suggestions does Councilman Cohen offer with respect to nuclear safety?
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Councilman Cohen proposes that local health studies be conducted and that nuclear
generation be phascd out. However. the safety and continued operation of nuclear
generating facilities fall within the purview of the Nuclear Regulatory Commission
("“NRC™). not this Commission. Morcover. any concerns rcgarding the possible
relicensing of thosc plunts should be direeted to the NRC if and when such license

extensions are sought.

Councilman Cohen also implies that the proposed Settlement does not protect
customers from being “burdencd™ by the attendant costs of nuclear power. Do you

agree?

No, I do not. Te the contrary. various intervenors were insistent that the Joint Petition
include ngid safeguards to cnsure that this would not occur. Consequently, the proposed
Settlement contains provisions that (1) preclude PECO {rom ever claiming costs
associated with the decommissioning of nuclear interests it did not own when the
Application was filed; (2) require PECO to absorb a meaningful share of any increase in
the cost of decommisstoning nuclear interests that it did own at that time (i.e. costs that
PECO otherwise would be entitled to claim in full); and (3) make clear that the recovery
of future purchased power costs will be consistent with market-based pricing principles.
As a result of this latter feature. customers cannot be “burdened” with above-market costs
of nuclear power should that form of clectric generation not prove competitive in the

future.
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Councilman Cohen argues thar the proposed rate reductions are inadequate and

that more should have been ilotie to assist low income customers. Please respond.

The rate reductions sct forth in the Joint Petition were arrived at only after a thorough
review ot‘prospcctiv'c restructuring/merger synergies and after extensive and intensive
negotiations between PECO and advocates for all customer groups. As noted by the
OCA (pp. 3-4), PECO’s customers will enjoy “nearly a decade of rate stability in the
regulated portion of their rates.”™ Similarly, the proposed Settlement expands universal
coverage, calls for considerution of the institution of a “spectal needs™ program and
provides for additional contributions to fuel fund agencies in PECO’s service territory.
Although [ can appreciate Councilman Cohen’s concerns for low income customers, |
believe that the proposed Scttlement goes a long way toward addressing those concerns

and, in any event, represents a reasonable compromise of the interests of all parties.

Lastly, Councilman Cohen states that Philadelphia should not be “short-changed on
jobs” and that PECO should commit to maintain current staffing levels at its
Philadelphia headquarters huilding “for as long as it owns the distribution system.”

Do you have any comments?

Yes. PECO obviously cannot commit to specific staffing levels in perpetuity and it
would not be in customers” hest interests to do so. [ would note. however, that PECO had
made additional commitments regarding job retention since the Joint Petition was f{iled.
As recently reported in the press. PECO. following further discussions with Mayor Street

and his staff, has agreed that (1) the merger with Unicom will not result in any reduction

6
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in line forces in Philadelphia County: (2) employment at 2301 Market Street,
Philadelphia will be no less than 1325 through 2001, 1300 through 2002, 1275 through
January 1, 2004 and 1100 through January 1. 2008; and (3) the corporate headquarters for
PECO’s distribution business will remain in Philadelphia through at least January [,
2008. Hopefully. these additonal terms and conditions will alleviate Councilman

Cohen's concerns.
B. PPL

Please summarize PPL"s objections to the Joint Petition.

[ understand PPL 1o have mude lwo separate arguments, First, PPL asserts that the Joint
Petitioners have failed to demonstrate that the proposed Settlement is consistent with
applicable law, supportcd by substantial evidence and in the public interest. Second, PPL
contends that the Commission should severely restrict what the parties can say about the
Settlement in other proccedings. | will address PPL's evidentiary/public interest
concemns and leave to PECO’s responsive comments a discussion of applicable law and

the precedential value. if any. of negotiated settlements.

At the outset. do vou agree that the record lacks adequate support for the
Commission to conclude that the proposed restructuring and merger are in the

public interest?

No, [ do not. As PPL points out in its comments, PECO submitted five statements of

direct testimony and considerable additional information with its Application last
7
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November. [ belicve that the data already on file with the Commission is more than
sufficient for the Cominission to muke the findings required for approval under the Code.
Moreover, it should be self-cvident that the various concessions made by PECO in the
Joint Petition promise even more benefits to the public in the form of rate reductions,
enhanced reliability and customer service, the promotion of renewable resources.
enhanced competition and expanded universal service. [ am thercfore at a loss to

understand PPL’s position.

Turning to PPL’s specific objections. would vou please first respoad to PPL’s

concerns over the propused rate reductions set forth in the Joint Petition?

Yes. PPL contends that rate reductions in the context of a merger proceeding are
“contrary to Commissien policy” and could jeopardize PECO’s ability to provide reiiable
service. [ strongly disagree. As to the first point, [ would note that in the very
proceeding relied upon by PPL. /G Energy, Inc., the Commission approved a settlement
agreement between the applicant and miervening parties that provided for rate offsets
{Amended Order entercd October 18, 1999). See also Joint Application of Bell Atlantic
-Corporution and GTE Corporation, Docket No. A-310200F.002 (Order entered
November 4, 1999). Regarding PPL’s second point. PECO expects to “pay for” the rate
reductions, at least it substantial part, with synergies generated by the restructuring and
merger. As such. no impairment of PECO’s financial condition is anticipated. In any
event. the Commission has all of the regulatory tools it needs to ensure that PECO fully

satisfies its service obligations in a safe and reliable manner.
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What about PPL’s concern that extension of the transmission and distribution rate
cap could interfere with PECO’s ability to finance new facilities mandated by the

PJM?

This concem s similarly mispluaced as it overlooks the fact that the Electric Competition
Act carves out a specific exception to the rate cap under such circumstances. See 66 Pa.

C.S. § 2804(4)(iii)(E).

PPL also suggests that it would be inappropriate to adopt reliability standards in
this proceeding because PECO’s customers and other interested parties purportedly

“had no notice that these subjects would be addressed.”™ Please comment.

Preliminarily, I would note that rchiabihity issues have been “on the table’ from the outset
of this proceeding. [ndced. reliability standards were discussed by Mr. Lawrence in his
direct testimony (PECO St. 1. pp. 4-8) filed with the Application and were identified as
areas of inquiry by various protestants and intervenors montihs ago. In addition. and as
the list of signatories 1o the Joint Petition convincingly demonstrates, all potentially
affected parties were provided reasonable notice and, in fact, actively participated in the
settlement process. Moreover. approval of the Joint Petition would not foreclose or in
any way inhibit the initiation ol a broader-based investigation of reliability issues, as PPL

implies.

PPL next questions PECO’s agreement to forego recovery of certain nuclear

decommissioning costs. Please respond.
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PECO’s agreement to share the risk of [uture increases in nuclear decommissioning costs
1s by no means unprecedented. Indeed. it s my understanding that this feature of the
Joint Petition was actually modeled afier PPL's own electric restructuring settlement.
Perhaps more to the point. the NRC has the requisite enforcement authority to ensure that
sufficient funds have been sct aside to ¢cnsure the safe decommissioning of licensed

facilities.

Please comment on PPL.’s ohjections to the Joint Petition’s environmental

provisions.

It is unclear whether PPL objccts to renewable energy sources. the designated recipients
of grant money or both. Nonctheless, several points need to be made. First, the Electric
Competition Act encourages the development of renewable resources and the Joint
Petition is entirely consistent with that statement of legislative purpose (66 Pa. C.S. §§
2802, 2804(9)). Sce ulso Elcctric Distribution Company Renewuble Energy Pilot
Programs. Docket No. M-00Y91226 (Order entered April 7. 1999) (“The [development
of] renewable energy prourams [was] one of the many essential accomplishments of the
electric distribution company scttlement processes.™). Additionally, PECO has worked
with the Sustainable Development Fund (i.e. the principal beneficiary) and has no doubts

regarding its good faith.

PPL claims that the Joint Petition effects significant changes to the nature of and the
rules governing competitive default service (*CDS”) and asserts that those parties

which participated in PECO’s 1998 electric restructuring settlement and its 1999
10
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CDS collaborative should be provided an opportunity for input before such changes

are adopted. Is there any merit to either of these contentions?

No, there is not. The Joimnt Petition does not create a new CDS “construct,” nor does it
authorize “the forced assignment of PLR customers to an EGS.™ [nstead, and as noted in
the OCA’s Statement in Support (p. 6). the changes proposed by the Joint Petition are
designed primarily to avoid the problems encountered by GPU Energy when it sought,
unsuccessfully, to attract bidders for CDS. Moreover, there is substantial overlap in the
parties to this proceeding und those that participated in the 1998 restructuring and 1999
CDS proceedings. With most - and pcrh;;ps all — interested parties represented. there is

no reason why refinements to the CDS process cannot be taken up at this time.

Finally, PPL questions whether the large customer provisions set forth in
paragraphs 67 and 68 of the Joint Petition are just, reasonable and non-

discriminatory. Please comment,

Paragraph 67 simply invokes a provision of PECO’s 1998 Electric Restructuring
Settlement that explicitly authorizes PECO and certain customers (Rate H:I‘ industrial,
LILR. Rule 4.6 and EER} 10 negouate o mutuatly acceptable lump sum buyout of
transition charges. Since PPL (or its corporate predecessor) was a signatory to that

agreement, | find it surprising that PPL would now object to its implementation.

Paragraph 68, in tum, memorializes PECO's commitment to revise certain terms and

conditions of its Commussion-approved Rule 4.6 contract with the City of Philadelphia,

11
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as more specifically sct forth in Appendix G to the Joint Petition. Notwithstanding PPL’s
concerns to the contrary. one of the principal effects of those revisions is to eliminate a
rate disparity that had the Citv pasing substantially more for street-lighting service than
suburban municipalitics. To the extent that this reduces the City’s overall costs. the Joint

Petition will help promolte cconomic conditions in southeastern Pennsylvania.

IV, CONCLUSION

In view of the foregoing, what do vou recommend?

As [ mentioned previousiy, PECO belicves that the record already on file with the
Commission provides ample evidentiary support for approval of the proposed
restructuring and merger und for a finding that the Joint Petition is reasonable and in the
public interest. The various issues identified by Councilman Cohen and by PPL may be
fully addressed on the strength of that record and any responsive comments submitted by
the parties. Under the circumstances. an evidentiary hearing 1s not required and, indeed,
would only force the parties to incur unnecessary litigation expense. The Joint Petition

therefore should be approved without further delay.

Does that conclude your supplemental testimony?

Yes, it does.
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TESTIMONY OF SCOTT T. PIERSOL

Please state your name, business address and position.
Scott T. Piersol, 12214 Horseshoe Pike, Downingtown, PA 19335, T am
Township Manager for East Brandywine Township, an intervenor in this

proceeding.

Have you previously provided testimony in this proceeding?
Yes, | provided sworn testimony at the public input session in Wallace Township

on March 30, 2000.

What is the purpose of your testimony?
[ am testifying in support of the Joint Petition Regarding Issues Raised By
Wallace Township And East Brandywine Township (the “Township Joint

Petition™), as well as the global settlement in this proceeding.

Why did East Brandywine Township intervene in the PECO/Unicom merger
proceeding?

Over the past several years, PECO’s electric service reliability to the Township
has not been at acceptable levels. The Township was concerned that the proposed
merger with Unicom might take financial resources from PECQ, or that the
merger might cause a reorientation of PECQO’s focus away from local service

reliability. In either case. the Township was concerned that the merger would



limit PECO’s ability to upgrade service to the Township or cause electric service

to degrade further.

Have these reliability issues been addressed in the settlement documents to
which you refer?

Yes. In the global settlement document, PECO has made commitments to
improve its system-wide rehability beyond its current levels, as determined by
certain Commission-approved measures of reliability. In the Township Joint
Petition, PECO has committed to developing and implementing a reliability
enhancement plan specific to the Township, and PECO has further committed to
Commission oversight, review, and enforcement of its implementation of the
Township reliability enhancement pian. We have been assured of adequate
enforcement mechanisms available to the Township should PECO fail to follow

through on those commitments.

Do these provisions provide a public benefit to the residents of East
Brandywine Township?

Yes. The Township and its residents will be the beneficiaries of the general
commitments to system-wide reliability and of the focused commitment to
enhance reliability in the Townships. In addition, we have the benefit of a public
commitment by PECO of Commission oversight of this effort. The increased
commitments and resources. coupled with the ongoing Commission oversight,

provide an important public benefit to the residents of East Brandywine



Township. With those commitments, the Township is satisfied that the
PECO/Unicom merger will not inhibit service reliability to the Township.
[nstead, the Township anticipates that the merger will result in increased resources

and attention to Township reliability 1ssues.

Does this conclude vour testimony?

Yes.
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305 North Front Street, Suite 403
Harrisburg, PA 17101

(Counsel for AARP)

Vincent J, Walsh, Jr,, Esq.

South Eastern Pennsyivania Transportation Authorty
1234 Market Street - Fifth Ficor

Philadelphia, PA 19107.378-0

(Counsei for SEPTA)

Susan M. Shanarman, Esq.

212 Narth Third Street, Suite 203
Harrisburg, PA 17101

(Counsel for CEED)

Ethan Giddings
217 Rodman Avenue
Jenkintown, PA 18045

Roger Clark, Esq.

NESIP 905 Denston Drive
Ambler, PA 18002-3501
(Aftorney for Environmentalists).

Michael L. Kessler, VP & General Counsel
American Energy Solutions, In¢.

111 South Alfred Street

Alexandria, VA 22314

Lance S. Haver
5048 Ogontz Avenue
Philadelphia, PA 19141

Joseph J. Malatesta. Jr., Esq.

Lillian Smith Hams, Esq.

Malatesta Hawke & McKeon LLP
Hammisburg Energy Center

100 North Tenth Street - P.O. Box 1778
Hamrisburg, PA 17105

{Counsel far Municipal Group)

Usher Fogel, Esa.

Roland, Fogel, Koblenz & Cant, LLP

1 Columbia Place

Albany, NY 12207

(Counsel for Pennsytvania Petroteum Association)

Navid Desalle. Esq.

Ryan, Russell. Ogden & Seftizer
8OO North Third Street, Suite 101
Harrisburg, PA 17102

{Counsel far GPU)

Paul L. Zeigler, Esq.

Zeigier & Zimmerman, PC

355 North 21™ Street, Suite 304
P.Q, Box 1080

Camp Hill, PA 17011-3707

(Counsel for Delaware Valley Schools Energy/Utility Consortium)

Kenneth Zielonis, Esq.

Stevens & Lee

208 N. 3™ Street - Suite 310

Harmisburg, PA 17108-2090

{Counsel for Pennsylvania Retailers Association)

Philip D. McFarren

McFarren Group

Suite 1100, 200 North Third Street
Harrisburg, PA 17101

Craig Goodman

3220 North Street, NW
Suite 338

Washington, DC 20007

Pennsyivania Rural Electric Association
212 Locust Sireet
Harrisburg, PA 17108

Al Benincasa
Skipging Stone

486 9" Avenue

Sea Cliff, NY 11579

John Earwood

Pennsyivania Department of Aging
555 Walnut Street - 5™ Floor
Hamisburg, PA 17101
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John 8. Halsted

Andrew D. H, Ray

Gawthrop, Greenwood & Halsted
Solicitors for East Brandywine Township
119 N. High Street

West Chsester, PA 19381

610-696-8225

Dated: April 17, 2000
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MCNEES, WALLACE & NURICK
ATTORNEYS AT LAW
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CHARIS M. BURAK hitp:/Avww. mwn.com o
DIRECT DIAL: (717) 237-5437 S @
E-MAIL ADDRESS: CBURAK@MWN.COM m LN
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Apnl 18, 2000

VIA FACSIMILE & FEDERAL EXPRESS
Charles E. Rainey, Jr., Administrative Law Judge

Office of Administrative Law Judge - Philadelphia District Office
Pennsylvania Public Utility Commission
1302 State Office Building

Broad & Spring Garden Streets

Philadelphia, PA 19130 gD OC U ME N T
Re:  Application of PECO Energy Company,&bulEl:QtLU glggs 11,19, 21, 22 and 28

of the Public Utility Code, For Approval of (1) a Plan of Corporate Restructuring,
Including the Creation of a Holding Company and (2) the Merger of the Newly

Formed Holding Company and Unicom Corporation; Docket No.A-110550F0147
Dear Judge Rainey:

Enclosed please find two copies of the Testimony of Kent R. Miller on behalf of the City
of Philadelphia, concerning the above-referenced proceeding.

Copies are also being served upon all parties of record as evidenced by the attached
Cenificate of Service.

Very truly yours,

MCNEES, WALLACE & NURICK

By C;D\Qum)'m Bcosl—

Chans M. Burak

CMB:lhe

Counsel to the City of Philadelphia
¢:

Certificate of Service

James J. McNulty, Secretary (Transmittal Letter and Certificate of Service only -
Via Hand Delivery)

COLUMBUS, OH WASHINGTON, D.C.



CERTIFICATE OF SERVICE

A-1/cssar~ol Y7

[ hereby certify that I have this day served a true copy of the foregoing document upon

the participants listed below in accordance with the requirements of 52 Pa. Code § 1.54 (relating

to service by a participant).

DOCUMENT
|

VIiA HAND DELIVERYE._.. F O L D E R

>
Tanya J. McCloskey, Esq. Honorable Allyson Y. Schwartz = S?ﬁ
Office of Consumer Advocate 4™ District 2 &
555 Walnut Street Senate Box 203004 -
Forum Place, Fifth Floor Harrisburg, PA 17120 § wnf]
Harmisburg, PA 17101 I

Bernard A. Ryan, Jr., Esq.

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

Kenneth L. Mickens, Esq.
Office of Trial Staff

PA Public Utility Cormnmission
901 Rear North 7th Street
P.O. Box 3265

Harrisburg, PA 17105-3265

Craig A. Doll, Esq.
214 State Street
Harmsburg, PA 17101-1108

John Hanger, Esq. .
212 Locust Court, Suite 410, -
Hammsburg, PA 17101 iy

0
Christopher B. Craig, Esq. T
Room 545 Main Capitol Btgjdmg
Harnsburg, PA 17120 o
Daniel Clearfield, Esq.
Gerald Gornish, Esq.
Kevin Moody, Esq.

26 Hd 8 Hd‘JOD

AYRING S/

TISEatey

L e
o}

Wolf, Block, Schorr & Solis-Cohen LLP

212 Locust Street, Suijte 300
Harrisburg, PA 17101

Michae!l Fiorentino, Esq.
Clean Air Council

105 N. Front Street
Suite 106

Harrisburg, PA 17101

VIA FACSIMILE AND FIRST CLASS MAIL

Paul R. Bonney, Esq.
2301 Market Street

Paul E. Russell, Esq.
PP&L Inc.

P.O. Box 8699
Philadelphia, PA 19101-8699

Two Noith Ninth Street
Allentown, PA 18101-1179

Donald A. Kaplan, Esq.
Thomas P. Gadsden, Esq. Leanne M. Bober, Esq.
Morgan, Lewis & Bockius, LLP Preston, Gates, Ellis & Rouvelas, Meeds LLP
1701 Market Street Suite 500
Philadelphia, PA 19103-2921 1735 New York Avenue NW
Washington, DC 20006



CERTIFICATE OF SERVICE
Docket No. A-110550F(147
Page 2

Peter Meadows Adels, Esq.
PennFuture

117 S. 17" Street, Suite 1801
Philadelphia, PA 19103

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

John S. Halsted, Esq.

Gawthrop, Greenwood & Halsted
119 North High Street

West Chester, PA 19381-0562

Kenneth M. Barna, Esq.
Wayne R. Frigard, Esq.
Rubin & Rudman LLP
50 Rowes Wharf
Bostorn, MA 02110

Joseph A. Dworetzky, Esq.

Hangley, Aronchick Segal & Pudhin

One Logan Square 27" Floor
Philadelphia, PA 19103

John L. Hall, Esq.

Unruh, Turner, Burke & Frees, P.C.
P. 0. Box 515

West Chester, PA 19381-0515

Joseph Otis Minott, Esq.
135 S. 19th Street,

Suite 300

Philadelphia, PA 19103

Gregory K. Lawrence, Esq.
Sutherland, Asbill & Brennan LLP
1275 Pennsylvania Avenue NW
Washington, DC 20004-2415

John Will Ongman, Esq.
Pepper Hamilton LLP

600 Fourteenth Street NW
Washington, DC 20005-2004

John L. Munsch, Esq.
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Patricia J. Clark, Esq.
Allegheny Energy Supply
800 Cabin Hill Drive
Greensburg, PA 15601

Philip A. Bertocci, Esq.
Community Legal Services, Inc.
1424 Chestnut Street, 4th Floor
Philadelphia, PA 19102

Amy Gold

Shell Energy Services Co., L.L.C.
P.O. Box 4402

Houston, TX 77210

VIA FIRST CLASS MAIL

Patricia McNamara
6048 Ogonty Avenue
Philadelphia, PA 19141

Andrew Altman

400 S Camac Street
Philadelphia, PA 19147



CERTIFICATE OF SERVICE
Docket No. A-110550F0147
Page 3

Dennis Waters
2314 Delancey Place
Philadelphia, PA 19103

Chaiia? ot

Chans M. Burak

Dated this 18" day of April , 2000, in Harrisburg, Pennsylvania.



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of PECO Energy Company, 3 07 03 ] 00 PR ‘
Pursuant to Chapters 11, 19, 21, 22, : 18 i g 19
& 28 of the Public Utility Code, for : RE
Approval of (1) A Plan of Corporate : Application Docket No. S RET’L(‘CJXFD
Restructuring, Inciuding the Creation : A-110550F0147 TS BUREAY

of A Holding Company and (2) The ] @@ %ETE ﬁ

Merger of the Newly Formed Holding
APR 18 2000

Company and Unicom Corporation

RESPONSE TO PPL ELECTRIC UTILITIES &
COUNCILMAN DAVID COHEN’S OBJECTIONS

TO THE JOINT PETITION FOR SETTLE
ERIC JOSEPH EPSTEIN, Pr
4100 Hillsdale Road

Harrisburg, PA 17112

James J. McNulty, Secretary

Pennsylvania Pubilic Utility Commission ﬁ

North Office Building, Room B-18 D O C UM E N T
Commonwealth Avenue and North Street

Harrisburg, PA 17105-3265 F O L D E R
Dear Secretary McNulty:

Enclosed please find an original and three copies Eric Joseph Epstein’s Response
to PPL Electric Utilities and Councilman David-Cohen’s Objections to the Joint Petition for
Settlement. An original and three copies of Mr. Epstein’s Testimony and supporting
documents are also enclosed.

1) Eric Joseph Epstein, (“Petitioner”) Pro se, filed a Petition to Intervene and a
Petition of Protest in the above captioned proceeding on December 13, 1999;

2) Mr. Epstein filed Two Sets of Interrogatories on January 4 and 18, 2000, and a
subsequent Set of Oral Interrogatories on February 15, 2000. Please note that neither PPL
Electric Utilities (*PPL”") or Counciiman David Cohen (“Cohen”) filed any written or oraf
interrogatories. In addition, neither party conducted discovery;

7



3) Epstein proposed a Public Hearing schedule in his Pre-Hearing Memo dated
January 7, 2000.

PPL's Pre-hearing Comments stated: “PP&L is not at this time separately raising
specific issues...” And, “PP&L does not expect to present witnesses and/or testimony in
this proceeding.” (Prehearing Conference Memorandum of PP&L, Inc., January 12,
2000, Page 2, Points 4 & 5.) PP&L also represented that it was willing to “cooperate with
other parties” in determining a Hearing Schedule and Briefing Schedule and ALJ Initial
Opinion, and “cooperate with other parties and ALJ Rainey in developing such a date [for
the Commission Final decisions].” (Prehearing Conference Memorandum of PP&L,
Inc., Page 3, Points 6, 7 & 8);

4) Mr. Epstein attended, and patrticipated in, the Pre-Hearing Conference held on
Thursday, January 27, 2000 in Philadelphia. PPL attended, but not participate in the Pre-
Hearing Conference. Robert Jaffee, Esquire, representing Councilman Cohen, attended
the Pre-Hearing conference to announce Cohen's Nunc pro tunc filing;

5) Mr. Epstein submitted a Witness List on February 14, 2000.

Contrary to PPL’s assertion in their Objections that Joint Petitioner's “have provided
no information concerning the group”, Mr. Epstein included a description of the non-profit,
nonpartisan EFMR Monitoring Group as an attachment to his Witness List (PPL, Page 24,
Lines 5-6). Moreover, PPL’s Associate General Counsel, Paul E. Russell, and Lynn Ratzell
form the Environmental Division, have been receiving the “EFMR Monitor” since 1995.
Additionally, PPL has been actively engaged in dialogue and discussions with EFMR since
1996 (See enclosures);

Please note that EFMR'’s most recent newsletter, dated March 2000 is attached to
Eric Joseph Epstein’s Testimony. As PPL is aware, membership in EFMR is free, and
open to members of the public; which currently include several PPL employees. Additional
information on EFMR can be accessed seven days week, 24 hours-a-day on EFMR's
web site: http://www.envirolink.org/orgs/efmr;

6) Neither PPL or Councilman Cohen submitted a Witness List;




7) Mr. Epstein actively participated in Settlement Negotiations conducted in
Philadelphia, and advocated for resolution of the following issues: nuclear decommissioning;
planned operating life of PECO’s nuclear generating stations; Spent Fuel Isolation; “Low-
Leve!” Radioactive Waste Isolation; rate payer equity; and, community investment in south
central Pennsylvania;

8) Mr. Epstein testified at a Public Hearing in York on April 4, 2000, on behalf of
Three Mile Island Alert Incorporated, 315 Peffer Street, Harrisburg, Pennsylvania 17102,
Web site: http:/mwww.tmia.com, and the EFMR Monitoring Group. Although the meeting
was held in PPL's traditional rate base, no representative from the Company offered
testimony or was present in the audience. TMIA and EFMR believes all of the issues
defined in the proceeding paragraph were fully addressed; and, in some instances,
established a constructive an innovative paradigm for other Pennsylvania communities and
nuclear utilities;

9) Eric Joseph Epstein contends that PPL's Objections are frivolous and without
merit, and deigned to impede and delay Settlement Negotiations sanctioned by the Public
Utility Commission. Moreover, Mr. Epstein suggests that PPL has no direct interest in this
proceeding, and has failed to establish standing;

10) The Negotiated Settlement process is predicted on the premise that it will
supplant protracted litigation; thereby, saving all parties an enormous amount of time and
effort. PPL’s Objections.circumvent this process. In light of the time and resources which
were devoted in responding and preparing testimony to PPL's Objections, Mr. Epstein
strongly suggest sanctions be imposed on PPL by the Pennsylvania Public Utility
Commission;

11) Councilman David Cohen’s Objections appear to support portions of the
Negotiated Settlement, but also seek to infuse numerous issues that were not raised during
the process. Mr. Epstein recommends that the Commission deny Councilman Cohen'’s
objections;



12) PPL's opposition to B. Nuclear Provisions 35. is petty, sophomoric, and
frankly, inexplicable. PECO, Eric Joseph Epstein and the Office of Consumer Advocate
used the PP&L model, devised during the 1998 PP&L Negotiated Settlement, as a
framework for the language, intent, and precedent of cost sharing between rate payers and
shareholders (Joint Petition for Full Settlement of PP&L, Inc.’s Restructuring Plan and
Related Court Proceedings, August 12, 1998, D.2., Page 21, Lines 9-12). PP&L agreed
to a similar cost sharing formula two years before it was proposed during the PECO
Negotiated Settlement discussions. (See enclosure). Clearly, PPL is attempting to
unilaterally abrogate the commitment it made in 1998;

14) PPL's opposition to “a private nuclear monitoring group” is a transparent attempt
to deflect attention from the Company’s radiation monitoring inadequacies at the
Susquehanna Steam Electric Station. EFMR'’s budget, which does not include salaries, is
dedicated to radiation monitoring, semi-annual change out of the Low-Volume Air Sampler,
weekly gamma analysis by Dickinson College’s Department of Physics, and statistical
evaluation of Rad Alert data by Economic InSights. EFMR’s accounting is reviewed
annuaily by an independent entity, and for the first seven years of operation, the Group
maintain?d a budget below available funding streams.

Moreover, EFMR has conducted dedicated site research on remote robotics related
to nuclear decommissioning that substantially reduced worker exposure at the following
nuclear generating stations: Oyster Creek, Saxton, and Three Mile Unit 1 & 2. In fact, EFMR
has devoted more resources, and has more success in reducing radiation exposure to
workers, than PPL and all its affiliates combined.

Clearly this not the appropriate forum to launch a baseless and mean-spirited attack
on EFMR;

15) Regarding PPL’s specious argument contained in PPL's Paragraph 45., Mr.
Epstein stands behinds his behind comments, which were cited in detail in Mr. Epstein’s
Letter of Support dated March 27, 2000.

Copies have been served upon ail parties of record as shown on the attached
Certificate of Service.



Harrisburg, PA 17112

DATED: April 17, 2000
Enclosures
Testimony of Eric Joseph Epstein



Before the

PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of PECO Energy
Company, Pursuant to Chapters
11, 19, 21 and 28 of the Public
Utility Code, for Approval of (1) A
Plan of Corporate Restructuring,
Including the Creation of A
Holding Company and (2) The
Merger of the Newly Formed
Holding Company and Unicom
Corporation

© Application No. A-110550F0147

CERTIFICATION OF SERVICE

| hereby certify that | have this day served a true and correct copy of the foregoing
document upon the active participants named below by US mail or hand delivery in
accordance with the requirements of 52 Pa. Code § Section 1.54.

The Honorable Judge Charles E. Rainey

Administrative Law Judge

Pennsyivania Pubiic Utiity Commission
1302 Philadelphia State Office Bldg.
1400 West Spring Garden Street
Philadelphia, PA 19130

Craig A. Dall, Esquire
214 State Street
Harrisburg, PA
17101-1108

Charis M. Burak, Esquire

David M. Kleppinger, Esquire
McNees, Wallace & Nurick

100 Pine Street, PO Box 1166
Harrisburg, PA 17108-1166

Tanya J. McCloskey, Esquire
Senior Assistant

Office of Consumer Advocate
Forum Place - 5th Floor

5585 Walnut Street
Harrisburg, PA 17120

Paul E. Russell, Esquire
PP&L Inc.

Two North 9th Street
Allentown, PA 18101-1179

Thomas P. Gadsen, Esquire
Anthony C. DeCusatis, Esquire
Morgan, Lewis & Bockius, LLLP
1701 Market Street
Phitadelphia, PA 19103-2921

Paul R. Bonney, Esquire
Kent D. Murphy, Esquire
PECOQO Energy Company
2301 Market Street
Philadelphia, PA 19101-8699

East Brandywine Township

John Halsted, Esquire

Gawthrop, Greenwood & Halsten
119 North High Street

West Chester, PA 19381



Kenneth Mickens , Esquire

Senior Prosecutor, Office of Trial Staff
Pennsylvania PUC

Pitnick Bldg - 3rd Floor

301 N. 7th Street - Rear

P.O. Box 3265

Harrisburg, PA 17105-3265

Gerard Gomish, Esquire :

Wolf, Block, Schorr and Solis-Cohen
1650 Arch Street - 22nd Floor
Philadelphia, PA 19103

Clean Air Council

Michae! Fiorentino, Esquire
106 North Front Street,
Suite 106

Harrisburg, PA 17101

cc: Andrew Altman

Amy Hammersmith & Dennis Winters

Thomas Schmidt, Hii, Esquire
Brian Downey, Esquire
John Greenbaum, Esquire
Pepper & Hamilton

200 One Keystone Plaza
North Front & Market Streets
Harrisburg, PA 17108-1181

Citizens for Pennsylvania’s Future
Peter Meadows Adels, Esquire
Charles McPedran, Esquire

117 South 17th Street, Suite 1801
Philadelphia, PA 18103

Patricia McNamera
6048 Ogontz Avenue
Philadelphia, PA 19141

John L Hall, Esquire

Unruh, Turner, Burke & Frees
P.O. Box 515

West Chester, PA 19381-0515

Kenneth M. Barna, Esquire
Wayne R. Frigard, Esquire
Rubin & Rudman

50 Rowes Whart

Boston, MA 02110

Dawn A. Kaplan & Leanne Bober-
Preston, Gates,Ellis, et al

Suite 500, 1735 NY Ave, NW.
Washington, D.C. 20006

James H. Cawley, Esquire
Rhoades & Sinon - 12th Floor
One South Market Street
Harrisburg, PA 17108

Christopher B. Craig, Esquire
Senate Democratic Appropriations
Room 545, Main Capitol Building
Harrisburg, PA 17120

Daniel Clearfield, Esquire

Kevin Moody, Esquire

Wolf, Block, Schorr, & Solis-Cohen
212 Locust Street, Suite 300
Harrisburg, PA 17101

Joseph Otis Minott, Esquire
135 South 19th Street,
Suite 300

Harrisburg, PA 19103

John L. Munsch
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Patricia J. Clark, Esquire
Allegheny Energy Supply Co.
Roseytown - RR 12 Box 1000
Greensburg, PA 15601

Gregory K. Lawrence, Esquire
Sutherland, Asbill & Brennan

- 1275 Pennsylvania Avenue, N.W.

Washington, D.C. 20004-2415

Joseph A. Dworetzky, Esquire
Matthew A. Hammermesh, Esquire
Handley, Aronchick, Segal & Pudin
One Logan Square, 27th Floor
Philadelphia, PA 19103



John Wiil Ongman, Esquire
Marc D. Machlin, Esquire
Pepper & Hamilton

600 Fourteenth Street, N.W.
Washington, D.C. 20005

Robert Jaffe, Esquire
Special Counsel to
Counciiman David Cohen
City of Philadeiphia
Hoom 588, City Hall
Philadelphia, PA 19107

Christopher J. Townsend, Esq.

Piper, Marbury et al

203 N. La Salle Street, #1500

Chicago, lllinois 60601

Community Legal Services

Phi Bertocci, Esquire

1424 Chestnut Street, 4th Floor
Philadelphia, PA 19102

Counsel for CEPA, ACORN, TAG &
Action Alliance

Office of Small Business Advocate
Bernard Ryan, Esquire

Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101

Gregory J. Pastore
619 Pemberton Street
Philadelphia, PA 19147

Harrisburg, PA 17112

DATE: April 17, 2000
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EFMR Monitoring Group
at Three Mile Island

2308 Brandywine Drive + Harrisburg, PA 17110 - (717) 541-1101 - FAX (717) 541-5487 - eepstein@igc.apc.org
November 26, 1999

Dr. Richard L Doty

PP&L, Inc.

Environmental Management Division TW-8
Two North Ninth Street

Allentown, PA 18101-1179

Rich:

Thanks for taking the time to prepare responses to my original set of questions
addressed to Mr. Lynn Ratzell on August 29, 1999 (Enclosure 1) relating to the
radiation monitoring program at the Susquehanna Steam Electric Station (SSES). |
have completed a review of PP&L’s 1998 AREOR and Safety Net Program. | still have
several concerns and questions | hope you can address.

Q1. PP&L’s 1998 Environmental Report. On page 16, the Report states: “We
have 86 radiation-detection devices placed at various distances from the plant.” How
many of these “devices” are TLDs?

A1: “The devices you mention in your first paragraph are TLDs."

Follow-up: Clearly, Pennsylvania Power & Light's (PP&L) radiation monitoring
program is overly dependent on TLDs. This over reliance on TLDs prevents the
Company from aggressively monitoring for real-time, atmospheric releases. Since
PP&L is dependent on TLD averages, there is no way to reconstruct or measure for
daily elevated readings, and make adjustments for weather or “planned releases”, i.e.,
refueling outages.

* The Menitoring Group is the result of a setllement between Eric Epstein
and GPU Nuclear. The initials for the group are derived from Epstein's
grandfather, Emanual Fievish and his uncle, Max Rosenberg.



A2: “In addition to these programs, there is a Commonwealth of Pennsylvania
program as described below; also, there is a set of real-time monitors around the plant
boundary designed primarily for external radiation monitoring during emergency
conditions.”

Follow-up: What is this system? Does the real-time monitors have a name, tech
specs, and history of depioyment at other operating nuclear generating stations? How
many monitors are deployed and where? Which plant boundary are you referencing?
Why is this system not utilized seven days a week, 24 hours a day? Does this system
monitor alpha or beta or gamma? Does this system have the ability to detect specific
radionuclides? If so, what? What constitutes “emergency conditions”? Who has access
to this data? Does the system print out at independent of governmental sites? Is this

data available to the public?

Are you aware that Dr. Ruth Patrick and Dr. John M. Palms conducted an
extensive study of Three Mile Island’s (TMI) radiation monitoring? TMI's monitoring
systems, which are far more extensive and sophisticated than the system deployed at
Berwick, were found to be flawed? Have you reviewed their criticisms? If so, what
changes did PP& L. make to radiation monitoring at the SSES based on Dr. Patrick's
review of TMI's system? In the event you have not reviewed the Patrick-Palms Study,
copies can be obtained by contacting:

Three Mile Island Public Health Fund
c/o Daniel Berger

1622 Locust Street

Philadelphia, PA 19103
#215-875-3026

A3: “As you may be aware, PP&L. is just embarking on its first use of the spent
fuel storage modules. At this time, the environmental monitoring in place is TLD
monitoring, but we will consider additional forms of monitoring as conditions warrant.”



Follow-up: This response is particularly troublesome and indicates PP&L is not
taking a pro-active approach to monitoring spent fuel storage. Why is PP&L not
planning to deploy a dedicated real-time, monitoring system around the casks? Is
PP&L considering deployment of remote temperature detectors inside of the dry
casks? How will PP&L resolve problems associated with “masking"?

A4: "I do not understand the basis for your statement asserting that the
Commonwealth does not actively, independent monitor radiation at nuclear power
plants.”

Follow-up: Unlike other states, e.g., Maine and lllinois, the Commonwealth of
Pennsylvania does not deploy dedicated, full-time staff at nuclear generating stations.
The Bureau of Radiation Protection (BRP) does not construct site-specific radiation
monitoring programs. In fact, like the Company, the BRP is almost totally reliant on
TLDs. (Please refer to Environmental Radiation in Pennsylvania, Annual Report(s),
Bureau of Radiation Protection). Unlike GPU Nuclear, which deploys 16 continuous
real-time monitors in a concentric pattern around TMI, i.e., Reuter-Stokes (Enclosure 3
), the Bureau limits itself to four stations at each plant. Additionally, there are no daily
or even weekly site inspections of the monitors to inspect electrical equipment, air flow
or meteorological disturbances of the particulate or charcoal filters.

Effluent monitoring employed by the Commonwealth is limited, generic, and
dependent on “annual” and “semiannual” samplings in the “vicinity” of planned

“discharges.”

Frankly, the he Bureau of Radiation Protection provides little in the way of

meaningful empirical or redundant, radiation monitoring.



Thanks for your continued assistance on this matter. | am confident we can work
together a productive and collegial manner to improve the radiation monitoring

systems around the the Susquehanna Steam Eiectric Station. | look forward to your

responses.

Sincerely,

Eric Epstein, EFMR Coordinator
Enclosures
cc:

Rich Janati, Pa DEP, Bureau of Radiation Protection
William Kirk, Pa DEP, Bureau of Radiation Protection
Stan Mangi, Pa DEP, Bureau of Radiation Protection



Richard L.. oty v

Supervisor -- Operations Technology \g °°n QQ" o, )
(- ¢ 0"
PPE&L, Inc. 90‘,- -
Two North Ninth Street D —
Allentown, PA 18101-1179 S~ -
Tel, 610.774,7932 Fax 610.774.7205 Lo,
ridoty@papl.com Somwm

September 24, 1999

Mr. Eric Epstein, Coordinator
EFMR Monitoring Group
2308 Brandywine Drive
Harrisburg, PA 17110

Dear Mr. Epstein:

PP&L’s Environmental Management personnel asked me to reply to your letter of

August 29, 1999, concerning monitoring in the environs of the Susquehanna Steam Electric
Station. I hope that the following and enclosed information meets your needs. We certainly
believe that we have a good radiological environmental monitoring program around the
Susquehanna facility. We would certainly consider any comment you may wish to offer
following your review of the information.

Responding in the order written in your letter:
1. The devices you mention in your first paragraph are TLDs.

2. There are several types of monitoring that occur in the Berwick area. I have enclosed a copy
of two documents to explain the program.

a. 1998 Annual Radiological Environmental Operating Report (AREOR), PP&L, Inc.

b. Safety Net Program 1997, The Academy of Natural Sciences, Philadelphia. PP&L has
provided funding for about 20 years to have this additional review of the environs around
the Susquehanna facility conducted by a consortium of independent scientists. The report
for 1998 remains in preparation by Academy staff.

In addition to these programs, there is a Commonwealth of Pennsylvania program as
described below; also, there is a set of real-time monitors around the plant boundary designed
primarily for external radiation monitoring during emergency conditions.



September 24, 1999 2 To: Mr. Eric Epstein

5.

6.

As you may be aware, PP&L is just embarking on its first use of the spent fuel storage
modules. At this time, the environmental monitoring in place is TLD monitoring, but we will
consider additional forms of monitoring as conditions warrant.

[ do not understand the basis for your statement asserting that the Commonwealth does not
actively, independently monitor radiation at nuclear power plants. [ believe that around
Susquehanna, the Commonwealth program consists of air monitoring and direct radiation
monitoring. In addition, the Commonwealth performs analyses of water, milk, fish and
sediment samples. '

I believe that the AREOR should answer your questions about river and well sampling.

The AREOR is enclosed for your information.

We hope you can see that PP&L, Inc. takes its radiological environmental monitoring
responsibilities seriously. The program described in the AREOR goes beyond that required by
the Nuclear Regulatory Commission (NRC). The safety-net program provides for additional
monitoring conducted by a respected group of independent scientists, In combination with the
oversight provided by NRC inspections and Commonwealth evaluations, the program, we
believe, should provide for a high level of confidence that radiological impacts are being
properly evaluated.

Sincerely,

i&m@%

Richard L. Doty, Ph.é.

Enclosures

Copy to:

L. L. Ratzell GENTWS w/o
B. C. Nagle GENTWS w/o
H. D. Woodeshick  NUCIN w/o
Mr. R. Janati PaDEP, BRP w/o

rld/Hi5238b(26)



Richard L. Doty
Supervisor — Operations Technology

PP&L, Inc.

Two North Ninth Street

Allentown, PA 18101-1179

Tel. 610.774.7932 Fax 610.774.7205
ridoty@papt.com

September 24, 1999

Mr. Eric Epstein, Coordinator
EFMR Monitoring Group
2308 Brandywine Drive
Harrisburg, PA 17110

Dear Mr. Epstein:

PP&L’s Environmental Management personnel] asked me to reply to your letter of

August 29, 1999, concerning monitoring in the environs of the Susquehanna Steam Electric
Station. [ hope that the following and enclosed information meets your needs. We certainly
believe that we have a good radiological environmental monitoring program around the
Susquehanna facility. We would certainly consider any comment you may wish to offer
following your review of the information.

Responding in the order written in your letter:
1. The devices you mention in your first paragraph are TLDs.

2. There are several types of monitoring that occur in the Berwick area. I have enclosed a copy
of two documents to explain the program.

a. 1998 Annual Radiological Environmental Operating Report (AREOR), PP&L, Inc.

b. Safety Net Program 1997, The Academy of Natural Sciences, Philadelphia. PP&L has
provided funding for about 20 years to have this additional review of the environs around
the Susquehanna facility conducted by a consortium of independent scientists. The report
for 1998 remains in preparation by Academy staff.

In addition to these programs, there is a Commonwealth of Pennsylvania program as
described below; also, there is a set of real-time monitors around the plant boundary designed
primarily for external radiation monitoring during emergency conditions.



September 24, 1999 2 To: Mir. Eric Epstein

5.

6.

As you may be aware, PP&L is just embarking on its first use of the spent fuel storage
modules. At this time, the environmental monitoring in place is TI.D monitoring, but we will
consider additional forms of monitoring as conditions warrant.

I do not understand the basis for your statement asserting that the Commonwealth does not
actively, independently monitor radiation at nuclear power plants. I believe that around
Susquehanna, the Commonwealth program consists of air monitoring and direct radiation
monitoring. In addition, the Commonwealth performs analyses of water, milk, fish and
sediment samples. ‘

I believe that the AREOR should answer your questions about river and well sampling.

The AREOR is enclosed for your information.

We hope you can see that PP&L, Inc. takes its radiclogical environmental monitoring
responsibilities seriously. The program described in the AREOR goes beyond that required by
the Nuclear Regulatory Commission (NRC). The safety-net program provides for additional
monitoring conducted by a respected group of independent scientists. In combination with the
oversight provided by NRC inspections and Commonwealth evaluations, the program, we
believe, should provide for a high level of confidence that radiological impacts are being
properly evaluated.

Sincerely,

icﬁxm@tﬁﬁ?

Richard L. Doty, Ph.Ié

Enclosures

Copy to:

L. . Ratzell GENTWS w/o
B. C. Nagle GENTWS8  w/o
H. D. Woodeshick  NUCIN wio
Mr. R. Janati PaDEP, BRP w/o

1d/Mi5238b(26)



August 29, 1999

Mr. Lynn |. Ratzell, Manger

PP&L

Environmental Management Division TW-8
Two North Ninth Strest

Allentown, PA 18101-1179

Lynn:

Enclosed please find a copy of the letter | addressed to you on July 15, 1999,
and Herb Woodeshick’s phone message on July 28, 1999. Thanks for sending me a
copy of your 1998 Environmental Report. On page 16, the Report states: “We have 86
radiation-detection devices placed at various distances from the plant.” How many of
these “devices” are TLDs?

- | wanted to follow up the message Mr. Woodeshick left in response to my initial
inquiries. | presume your monitoring includes dedicated systems for alpha, beta and
gamma. Could you please specify what type of radiation monitors PP&L deploys
around Berwick? '

- Will different types of monitors be deployed in, or around, the dry cask storage
casks? If not, how will PP&L be able to observe radiation levels without masking
problems occurring from the operating generating stations?

- The Commonwealth of Pennsylvania does not actively, independently
monitor radiation at nuclear generating stations! What type of radiation
monitoring does the PA DEP conduct at Susquehanna?

- PP&L stated in conducts effiuent radiation monitoring (1998 Environmental
Report)? If so, what are the points of collection on the river? What radionuclides does
PP&L look for? Does PP&L test for tritium? Does PP&L’s protocol include on-site well
testing?

- Several nuclear generating stations in Pennsylvania prepare an annual
radiation monitoring report. Does PP&L prepare an annual report for Susquehanna? If
so, could you please supply EFMR with a copy? Please be apprised that EFMR is
willing to pay for copying, postage, and any other cost.s associated with preparing a
copy of your annual radiation monitoring report(s).



According to PP&L's responses in the 1997 CERES Report, Section 4:
Community Participation and Accountability, pp. 21-23, your Company has
committed to provide this type of information. Moreover, | would appreciate a written
response to my questions.

Thanks for your assistance on this matter. | look forward to your responses.
Sincerely,
Eric Epstein, EFMR Coordinator
Enclosures

cc:
Rich Janati, Pa DEP, Bureau of Radiation Protection



July 15, 1999

Mr. Lynn |. Ratzell, Manager

PP&L

Environmental Management Division TW-8
Two North Ninth Street

Allentown, PA 18101-1179

Lynn:

Approximately three years ago you sent me a copy of “Taking Care of the
Future Today.” Has PP&L produced a more recent edition or a related publication? If
so, could you please send a copy or copies?

Also, could you specify what type of radiation monitors PP&L deploys around
Berwick? Are any of the monitors real time? Will different types of monitors be
deployed in, or around, the dry cask storage casks? Are citizens actively involved with
radiation monitoring? And, would the Company be interested in forming a partner ship
with EFMR to enhance citizen radiation monitoring?

Thanks for your assistance on this matter. | look forward to your responses.

Sincerely,

Eric Epstein, EFMR Coordinator

Phone message on July 28, 1999:

“Eric, this is Herb Woodshick of PP&L. Just wanted to get back to you on
your questions on radiation monitors. Ah, we do have a very
sophisticated monitoring system here that does allow us to do real-time
monitoring. Ah, obviously, as in all plants you know, the State of
Pennsylvania does a parallel path of monitoring. In addition to that, we
have the independent Academy of Natural Sciences doing the third party
type work. But, appreciate your interest, and ah, just wanted to let you
know we don’t have any other needs at this time. Thank you.”



PP&L, Inc. N
Two North Ninth Street
Allentown, PA [8101-1179
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Tel. 610.774.5151 I Bw--
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July 19, 1999

Mr. Eric Epstein

EFMR Coordinator

The EFMR Monitoring Group
at Three Mile Island

2308 Brandywine Drive

Harrisburg, PA 17110

Dear Mr. Epstein:
Lynn Ratzell, Environmental Management Division, received your letter requesting a
publication and answers on radiation monitoring. Enclosed is a copy of our most recent

Environmental Report. Regarding the monitoring, | have referred your letter to our
Nuclear Licensing Department.

Please call me at (610) 774-4745 if | can be of further assistance to you.

Sincerely,

Qara lu. Cr
9 |

Jane W, Coyle
Administrative Coordinator

Enclosure

Copy to:
Mr. M. H. Crowthers, GENAG1



January 27, 1996

Mr. Lynn |. Ratzell, Manager

PP&L

Environmental Management Division TW-8
Two North Ninth Street

Allentown, PA 18101-1179

Lynn:

Thanks for sending me a copy of “Taking Care of the Future Today.” | had
several questions after reading the literature and hope you can respond to them.

Question 1: Can you specify who has utilized recycled coal ash from Brunner
Island? (page, 12.)
A: “Penn DOT has used our coal ash for recycling.

M

Question 2: Could you specify what type of radiation monitors PP&L deploys
around the plant? Are any of the monitors real time? Do you utilize the Reuter Stokes
system? Are citizens actively invoived with radiation monitoring? (page, 16.)

A: “Our people believe providing those details could get into competitive
business issues.”

Question 3: Do you have an-extra copy of the Academy of Natural Sciences
program you referred to as Safety Net (page, 17)?

Question 4. Concerning LLRW disposali, does PP&L utilize the services of
. Barmwell or SEG or Envirocare (page, 17)7
A: Same as Question 2.

Question 5: Has PPA&L filed formal parers with the NRC through the Federal
Register for PP&L’s planned dry cask storage facility (page, 17)?
A: "No, we have not done that. But we're following the regulations.”



Thanks for your assistance on this matter. | look forward to your responses.

Sincerely,

Eric Epstein, Coordinator

* Responses provided by telephone message on April 17, 1996, by Richard Jenosa.
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Pennsylvania Power &

Light Company for Approval of : Docket No. R-00973954
Restructuring Plan Under Section 2806

of the Public Utility Code

JOINT PETITION FOR FULL SETTLEMENT OF
PP&L, INC'S RESTRUCTURING PLAN AND
RELATED COURT PROCEEDINGS
PP&L, Inc. (“PP&L” or the “Company”); the Office of Consumer Advocate
(“OCA”); the Office of Small Business Advocate (“OSBA™); the Office of Trial

Staff (“*OTS”); the PP&L Industrial Customer Alliance (“PPLICA”); Eric Epstein;

. Conectiv Energy (“Conectiv”); West Penn Power Company t/a Allegheny Power

- (“APS”); Mid-Atlantic Power Supply Association (“MAPSA”); PECO Energy

Company (“PECO”); Local 1600 of the International Brotherhood of Electrical
Workers (“IBEW?); New Energy Ventures (“NEV™); Enron Power Marketing, Inc.
(“Enron™); Gilberton Power Comﬁany (“Gilberton™); the Anthracite Region
Independent Power Producers Association (“ARIPPA™); Schuylkill Energy
Resources (“SER”); Pennsylvania Rural Electric Association (“PREA’.’); Allegheny
Electric | Cooperative,. Inc. (AEC”); Metropolitan Edison Company and

Pennsylvania Electric Company, collectively doing business as GPU Energy

2
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11
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13

14

15

16

17

(“GPU”); the Pennsylvania Petroleum Association (“PPA”); Environmentalists:' and
other parties designated on the signature pages (all such parties coliectively referred
to as the “Joint Petitioners™), by their counsel, respectfully submit this Joint Petition
for Full Settlement of PP&L’s Proposed Restructuring Plan and Related Appeals
(“Joint Petition”).

The terms and conditions of the Joint Petition represent a
comprehensive settlement which resolves all issues before the Commonwealth
Court and all issues before the U.S. District Court ‘arising from challenges by the
Joint Petitioners to the Commission’s final order, reconsideration order and any
related appeals regarding PP&L’s Application for Approval of its Restructuring Plan
Under Section 2806 of the Public Utility Code. The Joint Petitioners aver that this
comprehensive settlement is in the public interest and, therefore, request that the
Commission: (1) approve without modification the proposed settlement as set forth
in the Joint Petition; (2) amend the Commission’s final order and reconsideration
order as necessary to implement the full settlement; (3)approve the tariff
supplements necessary to implement the proposed settlement as appended hereto;

(4) 1ssue a Qualified Rate Order authorizing PP&L to securitize up to $2.97 billion

' The following Environmentalists member organizations do not participate in this Settlement

Agreement but agree to abide by the terms and_conditions contained herein: Sierra Club, Penn
PIRG, and Lehigh Greens. 3
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D.  Nuclear Decommissioning

D.1 PP&L will recover its nuclear plant decommissioning costs through
the CTC as an element of stranded cost recovery. The recovery will be calculated at
the figure approved in the Commission’s Order entered June 15, 1998, of $128.989
million on a net present value basis. Nothing herein shall be deemed to limit
PP&L’s ability to seek an exception to the rate cap for recovery of nuclear
decommissioning expense pufsuant to Section 2804(4)(11)(F) of the Public Utility
Code, 66 Pa.C.S. §2804(4)(iii)(F). |

D.2. In the e;vent that PP&L seeks recovery of additional nuclear
decommissioning costs under the rate cap exception of Section 2804(4)(1ii)}(F) of the
Public Utility Code, PP&L agrees that it will recover no more than 96% of the

amount approved in any such proceeding. 66 Pa.C.S. §2804(4)(iii)}(F).

E.  Environmental Issues

E.1 Renewable Energy Development. PP&L hereby files for Commission
approval Renewable Energy Development Rider (“RED Rider”) Tariff sheet
attached in Appendix B to allow all customers to install and operate renewable
energy generation, ir;cluding appropriate provisions for self-generétion and net
metering. Renewable energy installations include solar, wind, biomass, methane

field and fuel cell generation.
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E.2. The interconnection requirements for the inverter portion of
photovoltaic systems, as presently set forth in the document entitled “Requirements

for Parallel Operation of Non-Utility Generation” (the “Grey Book™), shall be

. expanded to incorporate, as appropriate, IEEE Standard 929-1988 and UL

Publication 1741 (“Power Conditioning Units for Use in Residential Photovoltaic
Power Systems™). PP&L further agrees to initiate good faith technical discussions
with the Environm;ntalists’ members to determine what changes, if any, should be
made to the interconnection requirements 31.1d processes under RED Rider and to
promptly seek Commission approval to implement any changes mutually agreed
upon.

E.3. The Joint Petitioners also agree that the “engineenng review” of the
inverters in new photovoltaic systems will be designed to confirm that the systems
meet JEEE and UL standards. PP&L will review the other auxiliary equipment
associated with photovoltaic installations to ensure compliance with the Grey Book
requirements.

E4. PP&L will charge a processing fee for RED Rider applications of
$300 for non-photovoltaic installations and a fee of $100 for photovoltaic
installations. PP&L égrces that it will not charge for the additional distribution
expenses incurred, up to a maximum of $1,000, to accept a new RED Rider

installation. Customers will bear the responsibility of any cost in excess of $1,000.
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E.5. Sustainable Energy Fund. PP&L will establish a sustainable energy
fund which shall be funded from the 1.74 cents per KWH transmission and
distribution rate at .01 cents per KWH (less applicable gross receipts tax) on all
power sold for all customers beginning on January 1, 1999 and ending on December
31, 2004, or until the Commission establishes new distribution rates, whichever is
longer. The .01 cent per KWH shall not automatically be considered a cost of
service element upon expiration of the transmission and distribution rate cap on
December 31, 2004. The Sustainable En-ergy Fund shall be managed by an
administrator designated by a seven-member Board of Directors to be nominated by
the Joint Petitioners and approved by the Commission. The fund shall operate
according to the procedures set forth in its by-laws, which are to be reviewed and
approved by the Commission. The fund is to have an annual audit and is to make
semi-annual reports to the Commission and to the parties. The purpose of the.fund
is to promote the development and use of renewable energy and clean energy
technologies, energy conservation and efficiency which promote clean energy.

E.6. Renewable Energy Pilot Program. PP&L agrees to implement a low-
income renewable energy pilot program which will consist of a solar hot water
heater program in 199.9 and 2000, a photovoltaic program involving 35 installations
in 1999 and 75 installations in 2000. The renewable energy pilot program will be

operated by a Community-Based Organization with relevant experience and a

23
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history of working with the Company. The budget for the solar hot water heater
program will be $150,000 for each year. The 1999 budget for photovoltaic
installations will be $175,000 and the 2000 budget would be $375,000. There will
be a 5% administration factor for the entirt; budget. Funding of the renewable
energy pilot program will be provided in the Universal Service and Energy

Conservation budget other than the mandated $4.7 million LIURP budget.

F. ‘Universal Service and Energy. Conservation

F.1. PP&L shall implement a Universal Service and Energy Conservation
Program, including CAP and LIURP programs, in the manner and at the funding
levels approved in the Commission’s order of June 15, 1998, at pages 148-157. For
purposes of this Settlement, however, the maximum level of funding set forth at

page 156 of the Order -- $11.7 million per year for CAP and $4.7 million per year

~ for LIURP -- shall be deemed to be reflected in the residential distribution rates set

forth in the PP&L tariff at Appendix A. To the extent PP&L’s funding of these
programs exceeds the amounts set forth in this paragraph prior to the end of the
distribution and transmission rate cap, the company may defer and seek recovery of
such f:osts (net of any‘cost savings attributable to the programs) after the expiration
of that rate cap. The. allocation of any universal service and energy conservation

program costs among customer classes after the end of the distribution and
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STATEMENT OF THE ISSUES

1) Nuclear Decommissioning
PECO Energy 's response (1) to Eric Epstein’s Interrogatory-I-4 indicates an
alarming rise (2) in projected decommissioning costs from 1985 o 1995. (See diagram
below.) Unfortunatety, these figurers are already dated, inaccurate, and grossly
underestimate decommissioning (3) since they represent data from studies conducted by
TLG from 1995-19986, but not filed until January 1, 1998. Therefore, PECO is not
preparing to revise decommissioning estimates until 2003.

Generating Station(s) 1985 Study/1995 Study ¢ Increase
Limerick 1& 2 $272m/$986m $714m
Peach Bottom 2& 3 $273m/$947m $674m
Salem1 & 2 $271m/$701m $430m

Three Mile Island 1 (a) $60m(bY$368m or $431m(c) $308-$371

(a) GPU reported that the cost to decommission TMI-2 more than doubled in 48
months, By 1997, the decommissioning estimate had risen 110% in four years to $433

million. (1997, GPU Annual Report.) :
|

|
(b) TMI-1 total, projected decommissioning expense based on ENlTOMB, (1986. GPU
Annuat Report, p. 39)

(c) TLG’s estimate as referenced in the 1998, Annual Report, p. 59.
(Source: PECO Energy’s Response to EE-I-4)

1 All of the above referenced studies were conducted by TLG Industries (TLG). ComEd’s
net nuclear decommissioning costs have almost doubled from 3,089 million in 1930 to
5,426 million in 1999. (PECO Energy’s Response to EE-I-4.)

In 1995, ComEd estimated that its decommissioning costs had risen from $2.9
billion to $4.2 billion.

2 “A search of ComEd's records reveals that ComEd does not have records of the initial
estimates of the indicated decommissioning costs.” (PECQ's Response to EE-Informal-I-
4.)

3 AtPPL's Susguehanna Steam Electric Station, decommissioning costs have increased
from #135-191 million in 1981 (PP&L , Alvin Weinstein) to to $724 miltion in 1993
according to PRP&L's Annual Reports.

1



The Company added that the, “The original [1985] and current [1995] mode of
decommissioning funding is geared toward a DECON method of decommissioning.”
(PECO’s Response to EE-I-4, d.) However, since there is no permanent nuclear waste isolation
site for spent fuel, SAFSTOR is the most likely decommissioning mode available when
PECO'’s nuclear plants come off-line.

The wild fluctuation in the cost estimates tor radiological decommissioning projections,
is based, in large part, upon the lack of decommissioning activity at large nuclear generating
stations. The largest commercial nuciear power plant to be completely “dismantied”,
Shippingport , was a 72 megawatt (MWe) light-water breeder reactor which was
substantially smatier than Limerick, Oyster Creek, Peach Bottom, Salem, and Three Mile
Island. Yet TLG was using this reactor as a reference unit in 1995. The Company's
president, Thomas LaGuardia admitted that Shippingport was “almost like a pitot plant.”
(1995 PP&L Base Rate Proceeding, Transcript, page 2103, Lines 17-20). These comments were
made in the same year that TLG completed decommissioning studies at Limerick, Peach
Bottom, and Three Mile island.

This methodology was reconfirmed in 1997:

The cost estimating methodology employed in developing the
decommissioning estimates, have been field verified by the Company's
decommissioning consultant [TLG] in work performed during the
decontamination and dismantling of the Shippingport Atomic Power
station, Shoreham Nuclear Station and Pathfinder Atomic Station as well
as for activities ongoing at the Yankee Rowe, Trojan and Rancho Seco
nuclear units.
(Question & Answer 155, PP&L's Response to Interrogatories of

Environmentalists, Set 3, Dated May 19, 1997.)



Shippingport was owned and operated by Duquesne Light Company under a
special agreement with the Department of Energy. The entire core was also removed and
replaced three times prior to decommissioning, and as by LaGuardia during cross
examination, “[T]here were several cores at Shippingport starting out as a pressurized
water reactor and later being converted to a light water reactor.” (1995 PP&L Base Rate

Proceeding, Page 2105, Lines 19-21 ). Furthermore, the reactor vessel was shipped to the
Hanford Reservation (through an exclusive and unique agreement with the Department of
Energy) thus depriving the industry of critical hands-on decommissioning experience. In fact,
Shippingport was dismantled and not decommissioned. The immense differences
between Shippingport and PECO's nuclear generating assets; therefore, makes any
financial comparison between the two inadequate and baseless.

Other nuclear reactors relied upon by TLG provide little meaningful
decommissioning experience that could be used reliably to predict the decommissioning
costs at Limérick, Qyster Cfeek, Peach Bottom, Salem or Three Mile Island. In addition,
Shoreham, a large Boiling Water Reactor (809 MWe), was decommissioned after two full
power days of operation or 1/7,300 of planned and “expected” operating life of PECO’s
nuclear facilities, thus making it, too, an unpredictable and unstable indicator of future
decommissioning costs. Furthermore, in 1995, TLG’s decommissioning cost estimates
were based on work completed at Shippingport, Shoreham, Yankee Rowe and small,
prototype reactors such as: BONUS (17 MWe) placed in ENTOMBMENT; Elk River (20
MWe) a reactor approximately 2% of Limerick’s size which operated for five years; and,
Pathfinder (60 MWe), which operated for 283 full power days before being placed in
SAFSTOR in 1989. (1995 PP&L Base Rate Proceeding, Page 1044, Line 1). These estimates
made by LaGuardia, relied on: 1) The development of nonexistent technologies; 2)

Anticipated projected cost of radioactive disposal; and, 3) Incorrectly assumed that costs for
decommissioning small and short lived reactors can be éccurately extrapolated to apply to
large commercial reactors operating for forty years.



PECO’s projected costs for decommissioning have increased dramatically from
1985 to 1995. (See Diagram on Page 1 and Discussion on Page 3). The situation is
aggravated by the fact that PECO's decommissioning studies, completed in 1995, were
not filed until 1997. Therefore, PECQO does not plan to conduct any follow-up estimated
until 2002. If PECO’s historic assumptions are factored, and the amount of
decommissioning adjustments remain constant, than 1995 estimates grossly underestimate
the true cost to decommission, and restore, Limerick, Oyster Creek, Peach Bottom, Salem

and Three Mile Island to “Greenfield.”

Additionally , the impact of the review of the Financial Accounting Standards Board
(Security Exchange Commission) has yet to be configured into the decommissioning
formulta. “If current electric utility industry accounting practices for decommissioning are
changed, annual provisions for could increase and the estimated cost for decommissioning
could be recorded as a liability rather than as accumulated depreciation with recognition of an
increase in the cost of a related regulated asset.” (4)

(PECO Energy, 1998 Annual Report, Nuclear Decommissioning and Spent Fuel Storage, p.34 and
PECO Energy, 1997 Annual Report, Nuclear Decommissioning and Spent Fuel Storage, p.32.)

The most disturbing and financially bizarre compenent of radiclogical
decommissioning is the relationship between a “power reactor licensee” and the minority or
“proportional owner(s).” Unfike “power reactor licensees”, “proportional owners” are not
mandated by the Nuclear Regulatory Commission to empirically vérify, report or monitor
record keeping relating to nuciear decommissioning funding mechanisms. In some instances,
even the Public Utility Commission lacks the ability to mandate or regulate savings levels
from “proportional owners”, i.e., Rural Electric Cooperatives.

4 “PECO Energy continues to adhere to its position on nuclear decommissioning costs.
However, the disclosure referred to above will not be made in the Company’s 1999 annual
report.” (PECO’s Response to EE-Informal-1-7).



At, PPL's Susquehanna Steam Electric Station, the “proportional owner”, the
Allegheny Electric Cooperative, is scheduled to contribute 10 to the total cost of
decommissioning. The “power reactor licensee's” estimated PPL’s share
decommissioning share to $724 or 90% of the total cost of decommissioning. Based on
this calculation, AEC ’s 10% share of $804 million should be $79 million. However,
Allegheny is setting aside a figure based on 5% of the final decommissioning costs even
though Laurence V. Bladen, Director of Finance and Administrative Services told Epstein
that AEC is basing its decommissioning costs on data supplied by PP&L. (Telephone
conversation, March 30, 1995.) “Allegheny’s portion of the estimated cost of decommissioning
SSES is approximately $37.8 million (same figure enumerated in the AEC 1993 Annual
Report, p.27) and is being accrued over the estimated useful life of the plant.”
(Decommissioning Trust Fund. Allegheny Electric Cooperative, 1994 Annual Report, Cost of
Decommissioning Nuclear Plant, p.49.) The AEC’s cost projections have not changed
- since 1993, despite repeated efforts by Mr. Epstein to engage the Cooperative in .

discussions through their general counsel, Otto Hoffman.

Unfortunately, PECO Energy has a similar financial relationship at Peach Bottom with
its proportional partner, Public Service Electric and Gas PSE&G. At Salem, where,
PSE&G is the “power reactor licensee,” PECO has a similar financial stake but asserted,

The 42.6 % ownership share in Salem requires that the percentage of
the decommissioning be PECQ Energy’s responsibility. A
decommissioning trust fund has been established by PECO Energy and
coordinated with PSE&G for that portion of the ownership share.

(PECOQ Energy's Response to EE-I-5a.)

PECO and PSE&G have a history of protracted and acrimonious litigation, and
decommissioning coordination can not be guaranteed or mandated. After the NRC ordered
the shut down of Peach Bottom 2 & 3 in 1987, PSE&G, Delmarva Power & Light
Company and Atlantic City Electric sued PECO in 1988, and alleged the Company
had “breached” its contract under the Owners Agreement. Several tort claims were also



filed. “As part of the settlement, Philadelphia Electric will pay $130,985,000 on October 1,
1992 to resolve all pending litigation.” (Joseph Paquette, President & CEQ, PECO, April

8, 1982.)

After Salem’s chronic mechanical and technical kept the plant shut down for a
prolonged outage, beginning in 1995, PECO sued PSE&G; and,

On December 31, 1997, the Company received $70 million pursuant to
the May 1997 settlement agreement with PSE&G resolving a suit filed by
the Company concerning the shutdown of Salem. The agreement also
provides that if the outage exceeds 64 reactor unit months, PSE&G will
pay the Company $1 million per reactor unit month.

(PECO Energy, 1997 Annual Report, Note 21. Other income, p. 44.)

Clearly, this history of protracted litigation does not foster an ideal environment of comity or

facilitate coordination decommissioning funding.

ComkEd also has a dysfunctional refationship with its proportional shareholder at
Quad Cities. "ComEd [“power reactor licensee’] does not know the mode that MidAmerica
Energy [proportional owner] uses for nuclear decommissioning nor the amount of money
being set aside by MidAmerica Energy.” (PECO Energy’'s Response to EE-1-6.)

_ On December 30, 1999, Eric Joseph Epstein filed a petition before the Nuclear
Reguiatory Commission asking for “a general solution to the absence of uniform nuclear
decommissioning planning and record keeping for all entities who have a proportional
interests) in nuclear generating stations.” (5) Epstein’s Petition for Rule making is currently
under review by the NRC's staff.

5 U.S. N.R.C., Petition for Rulemaking: 10 CFR CH. 1{1-1-99 EDITION) SUBPART-H §2802; PETITION
to AMEND THE FINANCIAL ASSURANCE REQUIREMENTS for DECOMMISSIONING NUCLEAR
POWER REACTORS SECTION 50.75 REPORTING and RECORD KEFPING for DECOMMISSIONING
PLANNING, Parts: (a). (b). {c), (d).(e). and (f) to INCLUDE UNIFORM REPORTING and RECORD KEEPING
for PROPORTIONAL OWNERS of NUCLEAR STATIONS and A REQUEST to ADOPT Petitioner's

RECOMMENDATIONS for NUCLEAR DECOMMISSIONING IDENTIFIED in; {[) STATEMENT of ISSUES:
(A}, (B). {C}, {D}.(E}, and (F).




The impact of this uncertainty between decommissioning partners is clear. PECO
has no enforcement mechanism to compel PSE&G to fund 42.49% of the
decommissioning costs at Peach Bottom. While PSE&G may be obligated to come with
their share of decommissioning costs, the “proportional owner” is under no obligation to
accept the “power reactor licensee’s” estimates or mode of decommissioning. PSE&G'
tenuous financial position in regard to inadequate decommissioning savings will place a
greater fiscal burden on PECO and, thereby; 1) Create further uncertainties about the
Company’s ability to meet its financial commitments to decommission Peach Bottom 2 & 3;
2) Undermine TLG's net decommissioning estimates; and 3) Dilute TLG's contingéncy

factor.

The cost estimates for non-radiological decommissioning (an imprecise term) are not
mandated by the NRC. “For PECO Energy Company and ComEd, the costs for
‘Greenfield' are included in the cost estimates and in the funding streams established for
decommissioning.” (PECO Energy’'s Response to EE-I-8b.) However, Greenfield, i.e.,
the original environmental status of nuclear generating station prior to construction of the
nuclear power plant, has never been achieved by an operating nuclear generating station.
(6) Moreover, this site status is unattainable if a station is placed in delayed-SAFSTOR,
DECO, or ENTOMB.

6 According to NRC Regulations, Greenfield is achieved when a nuclear generating station
is returned to “original status” prior to licensing, construction, and generation of nuclear power.
The NRC would then clear the site for “free release” and would ailow a “school or
playground” to be constructed at the former nuclear power plant.
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REMEDIES:

1) Any “upward adjustment” up to $50 million for nuclear decommissioning at
Limerick 2 & 3, Peach Bottom 2 & 3, Salem 1 & 2, above current funding
projections ,will be paid by PECO Energy shareholders and/or its successors,

i.e., Exelon;

2) PECO accepted the decommissioning formula enumerated by Office of
Consumer Advocate and Epstein after PECO's initial $50 million contribution
has been exhausted. This cost sharing formula includes a 5% contribution from
shareholders and 95% from rate payers. This paradigm was modeled on the 1998
PP&L “precedent”, , and voluntarily implemented by PECO (See Discussion
and Proposed Formula under E. Rate Payer Equity);

3) PECO Energy committed $500,000, for a period of up to five years, to
conduct dedicated research relating to reducing worker exposure through remote

robotics.



2) Planned Operating Life for PECO’s Nuclear Generating Stations

Experience at large commercial nuclear power plants over 200 MWe has clearly
demonstrated that TLG’s assumption (7), which is shared by PECO, that Limerick 1 & 2,
QOyster Creek, Peach Bottom 2 & 3, Salem 1 & 2, and Three Mile Island will operate for 40
years is not borne out by existing data. PECO sidestepped the issue by admitting,
“Notwithstanding, there are no cbmmercial nuciear plants owned by PECO Energy have
operated for 40 years or 100% of their planned lifetime.” (PECO Energy’s Response to EE-1-2.)
After discussions with the Company regrading Dr. Hieronymus’s responses to EE-1-8,
PECO'’s legal department stated that his testimohy presumed a 40 year operating life with
plants performing at analogous generating levels. (8) '

7 The Company’s witness, Thomas LaGuardia, was asked by Epstein: “[H]ow many
commercial nuclear power plants in this country have compieted their fuil operating lives?”
Mr. LaGuardia replied: “[Njone, essentially.” (1995 PP&1. Base Rate Proceeding, Page 1023,
Lines 20-22.) Additionally, George T. Jones, Vice-President of Nuclear Engineering, was
asked by Mr. Epstein:
Q: “In your experience, which is rather extensive at TVA, Energy and CE, can you at least
let me know what is the longest life of a plant you've been associated with?”
Mr. Jones: “I've never been associated with one that — none of them have ever reached
the end of their licensed life. (Page 2272, Lines 8-16.)

Mr. LaGuardia’s and Mr. Jones's acknowledgments are confirmed by empirical data.
The following reactors have been shut down prematurely: Millstone-1, a 660 MWe,
General Electric BWR was shut down early, and removed from the rate base on
December 31, 1997. Haddam Neck , a 582 MWe PWR was closed on December 4,
1996, in he hope of saving rate payers $100 million, and six months later Main Yankee, the
first Combustion Engineering was retired prematurely. Shoreham, 809 MWe, operated for
two full-power days and closed before it could begin commercial operation in May 1989,
Trojan, 1095 MWe which operated for 40% of its operating life (May 1976 to November
1992); Three Mile I1sland-2, 792 MWe which operated for 1120 of its operating life
(December 1978 to March 1979); Indian Point-1, 257 MWe which operated for 30% of its
operating life (January 1963 to October 1974), San Onofre-1, 436 MWe which operated
for 35% of its expected life (from January 1968 to November 1992); and, Fort Saint Vrain,
?gggM}We which operated for 27 5% of its expected life (January 1979 to to August

8 “The following information applies to PECO Energy Company. All decommissioning
cost estimates for nuclear units assume a 40-year service life.” (PECO Energy’s Response
to EE-I-1))  "WIith the exception of Dresden Unit 1, all ComEd decommissioning cost
estimates assume a 40-year life for each unit.” {PECO’s Response to EE-informal-1-1.)
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PECO's proposed merger with ComEd weds the Company with a nuclear utility
that has been forced to shut down more nuclear plants than other operator in America.
Dresden -1, a 200 MWe reactor, only operated for 45% of its planned life before ComEd
prematurely shut the facility in October 1978. More recently, January 15, 1998,
Commonwealth Edison announced it was permanently shutting down Zion-1 and Zion-2,
1040 Westinghouse PWRs. Zion-1 began commercial operation in December 1973
followed by Zion-2 September 1974. ComEd also reported this decision will cost
shareholders $515 million or $2.38 per share. With the premature closure of Zion 1 & 2,
every nuclear reactor type and supplier have fielded flawed nuclear units. (9)

Commercial nuclear power plants in the United States are predominately boiling
water reactors (BWR) or pressurized water reactors (PWR) Every “power reactor licensee’
has encountered generic challenges at the reactors they constructed. PECO and ComEd's

i}

BWR's are no exceptions. The most serious potential generic issues that face BWR's are

vessel shroud cracks and containment vessel integrity.

Vessel shroud cracks are a serious problem which were first identified at Carolina
Power & Light’'s Brunswick-2 in 1991 (767 MWe; began operation in March 1977), and
Brunswick-2 (754 MWe, began operation November 1975) in September 1993. The
cracks at this facility were attributable to stress corrosion and irradiation. Both are signs of
premature aging. Cracks have also been identified at the following General Electric Boiling
Water Reactors: Dresden-3 (794 MWe which came on line in November 1971) and Quad
Cities-1 (789 MWe which came on line February 1973). On June 30, 1994, PECO
Energy reported vessel shroud cracking in Unit-3; a 1034 MWe reactor which began
operation in December 1974.

9 The “premature” closing of a nuclear generating station is only one challenge to plant
service, reliability, and longevity. In January 1995, bad weather caused a record-setting
demand for electricity on the PJM grid. The Susquehanna Steam Electric Station (SSES)
contributed to the crisis when SSES-1, shut down since September 1994, did not return to
service until January 22, 1994 - four days after PJM experienced a record surge in
demand. Also, on January 22, SSES-2 tripped and was forced to shut down.
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PECO and ComEd have joined the BWR Vessel and Internals Project owners
group which announced “cracking of the core shroud is a warning that additional safety-class
reactor internals are increasingly more susceptible to the same age related deterioration.”
[Nuclear Monitor, November 21, 1994, pp.1-2.] As boiling water reactors age, (10) they will
become more vulnerable to age-related problems such as vessel shroud cracks, which
have already begun to appear at General Electric Boiling Water Reactors (11). Stan
Maingi of the Pennsylvania Department of Environmental Resources told Mr. Epstein on
June 9, 1995: “That’s an issue that can shut them [BWR's] all down. They formed BWR
Vessel and Internals Project.”

10 Another generic challenge was identified at PP&L's BWR on December 31, 1992 by
two PP&L engineers who demonstrated that the highly radioactive spent fuel pools at
Susquehanna were unsafe, and an emergency core cooling failure could facilitate a
meitdown of spent fuel elements. The engineers, Donald Prevatte and David Lochbaum,
attempted to report their concerns to PP&L in March, 1992. PP&L dismissed the matter and
tried to fire Prevatte and Lochbaum, who were invited to testify before the Nuclear
Regulatory Commission on October 1, 1993.

PP&L’s spent fuel design is utilized by one-third of nuclear generating stations.

11 Limerick, Peach Bottom and Susquehanna are General Electric Boiling Water Reactors
as are ComEd’s Dresden, La Salie and Quad Cities’ stations.

REMEDY:

1) PECO agreed to extend the activities, information flow, and supplement the
radiation monitoring equipment of the EFMR Monitoring Group to include the
Peach Bottom area for a ten year period. This Agreement will be modeled on the
1992 GPU Agreement and the 1999 AmerGen Agreement.
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3) Spent Fuel isolation

There is no location to permanently store spent fuel and high level radioactive waste
(HLRW) generated by nuclear power plants. This is a significant problem for PECO’s
reactors which have lost, or are ciose to losing Full Core Off Load Capabiity.

Reactor | Core Size Lose Full Core Off load Capability
Limerick 1 764 2006

Limerick 2 764 | 2006

Oyster Creek 560 LOST

Peach Bottom 2 764 2000

Peach Bottom 3 764 2001

Salem 1 183 2012

Salem 2 193 2018

Three Mile Island 177 NA

(Source: PECO Energy’s Response to EE-1-12.)
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PECO's strategy, like that of PPL, (12) to the critical shortage in spent fuel capacity,
is to increase storage capacity through an untested, commercial dry cask technoiogy (13).

Station Dry Cask Technology Deployment Date Contractor
Limerick BD Summer 2010 TBD
Qyster Creek NUHOMS 52B (c) July, 2010 - None
Peach Bottom  Trans-Nuclear TN-68 June, 2000 Raytheon
Salem (a) None TBD None

TMI (b) None T8D ‘ None (d)

(a) Salem has no plans to extend spent fuel capacity though dry cask storage or
re-racking.

(b) TMI-1 plans to increase spent fuel storage capacity by re-racking in 2002.

(c) Holtec is the new vendor chosen to provide dry cask services at Oyster
Creek. (PECO’s Response to Eric Epstein’s Informal 1-8.)

(Source: PECO Energy’s Responses to EE-I-11 & EE-I-12.)

12 On June 28, 1995, Mr. Epstein discussed dry cask storage at the Susquehanna Steam
Electric Station with David Nye of the Pennsylvania Department of Environmental
Protection (DEP). Mr. Nye stated that, “In about a year [PP&L will] start construction and a
year after that, loading [dry] casks.”

in & conversation with Mr. Epstein, PP&L anticipated deployment of dry cask
technology utilizing the Vectra cask design at the Susquehanna Steam Electric Station in
“‘Mid 1997." (PP&L Spokesman Herbert D. Woodeshick, June 29, 1995.) PP&L “planned
to initiate the first fuel transfer to the storage location the week of September 6, 1999, but
problems developed and the transfer has been delayed for a few weeks.” (U.S. NRC,
Office of Nuclear Reactor Regulation.) According to a PP&L Press Release, the transfer
process finally got underway on October 18, 1999.

13 “PECO Energy Company is participating in research projects on spent nuclear fuel
(SNF), and transportation methods for SNF, through EPRI and NEI. The total spending on
these projects is in excess of $250,000 per year. (PECO Energy’s Response to EE-
informal-l-11.} .
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When, and if, spent fuel storage is increased at Pennsylvania nuclear generating
stations, the additional upward ‘adjustments” will have a significant impact on
decommissioning funding. This cost, which was omitted from TLG’s estimate, “None of the
estimates we have prepared include the cost of disposal of spent nuclear fuel,” (1995 PP&L
Base Rate Proceeding, Page 1032, Lines 20-12), is the main contributing factor in the escalation of
decommissioning costs at Yankee Rowe. Thomas LaGuardia, the Company’s witness,
admitted the increase during cross examination:

Mr. Epstein: “Are you aware that the cost has increased for the decommissioning of Yankee
Rowe from $247 million to $370 million over the last two years?”

Witness: “Yes. I'm aware of what the estimate concludes.”

Mr. Epstein: “And half of the cost was attributable to spent fuel storage?”

Witness: “That’s correct.” (Page 1028, Lines 16-22.)

Aggravating the critical shortage of HLRW storage space is the bleak estimate for
the completion of Yucca Mountain, the designated repository for high level nuclear waste.
The earliest date this repository could be available is 2010. Lynn M. Shishido-Topel, who
Commissioner from the Illinois Commerce Commission testified on behalf of the National
Association of Regulatory Commissioners before the House Subcommittee on Energy
and Mining Resources and the House Committee on Oversight and Investigations (March
17, 1995.) She told the panel that she was “fairly certain that DOE would not meet its
revised 2010 deadline to begin accepting spent fuel from commercial reactors.” [Bureau of
National Affairs (BNA), “Federal Facilities: Industry, DOE Struggle to Find Acceptable
Solution to Interim Storage of Spent Fuel, Daily Environment Report News, March 18,
1994 [1994 DEN 52 d10] Shishido-Topel also predicted that the amount of spent fuel
generated by 2000 will be 40,000 metric tons (MTU). This amount waste would exceed
Yucca Mountain's capacity. The State of Nevada has demonstrated that Yucca Mountain will
probably hold about 20% of the total 85,000 MTU of spent fuel earmarked for the facility.
(State of Nevada, Nuclear Waste Project Office, Scientific and Technical Concerns, pp.8-
11)
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As early as 1995, concerns about Yucca Mountain's integrity surfaced from scientists
at Los Alamos National Laboratories. Dr. Charles Bowman warned that plutonium would
remain after the steel casks containing the nuclides dissolved. Plutonium could then migrate
and concentrate. (The New York Times, p.1, March 13, 1995.) In February 1999, the
scientific peer review panel for Yucca Mountain commissioned by the Unites States
Department of Energy (DOE) produced a “highly critical” report: “The review panel said the
model [DOE’s computer model] has so many uncertainties - like the corrosion rates of waste
containers, the area's vulnerability to earthquakes -and how climate changes would affect
rainfall - that its reliability was limited.” ( The New York Times: Science, “New Questions

Plague Nuclear Waste Storage Plan,” Jon Christensen, August 10, 1999.)

Further complicating Yucca Mountain’s future was a complaint filed on October 4,
1999, by LeBouf, Lamb, Green & MacRae, alleging a conflict of interest by the
Department of Energy in their selection and awarding of a $16 million legal contract to
Winston & Strawn. Former general counsel to the the DOE, R. Tenney Johnson, stated in a
sworn affidavit: “[A] situation has been created which an entity [Winston & Strawn] will pass
judgment on its own work.” (Matthew Wald, New York Times, October 5, 1999.)

PECOs “political strategy” relating to finding a solution for a permanent spent fuel

storage facility has been disappointing.

The planned fall-back scenario in the event of unavailability of low-level
radioactive waste disposal facility would be to continue political pressure
on the Sates and US Government to support the development of
permanent low-level waste facilities. In the event that a high-leve!
radioactive waste facility is unavailable, the station would continue spent
fuel management under “dry storage”. Any station without dry storage
capability would establish dry spent fuel storage management if its
likely that the DOE would not receive spent fuel in a prudent time frame
and wet fuel storage is no longer feasible.

{PECO Energy’s Response to EE-I-14.)
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When the State of Nevada balked at hosting a HLRW facility, PECO and PP&L
promptly poured $66,673 into a $3.3 million advertising campaign coordinated by the
Edison Electric Institute to convince a state that has no nuclear generating stations to host the
nation's spent nuclear fuel. PECO and PP&L joined a consortium of 33 utilities on
December 12, 1994, which engaged in a campaign to pressure the Mescalero Apaches to
host a Monitored Retrievable Storage facility. Both initiatives were funded by the PECO
and PP&L rate payer.

Isolation of high-level radioactive waster, which is primarily composed of spent fuel,
can not be separated from radiofogical decommissioning. The earliest Yucca Mountain will
be available is in the year 2010. (14)

Yet, for: -

...PECO Energy Company, each decommissioning cost evaluation
presumes a date for a permanent high level radicactive waste (HLRW)
facility. This allows for a cost comparison with other estimates. the
following dates are included as “presumed” in the cost estimates...Oyster
Creek: DOE commences pickup in 2010...TMI: DOE commences pickup
in 2010...PBAPS [Peach Bottom Atomic Power station] 2 & 3: DOE
commences pickup in 2010, LGS [Limerick Generating Station]: DOE
ggm(;nenoes pickup in 2010, Salem 1 & 2: DOE commences pick up in

10.

(PECQ Energy's Response to EE--10.)

Nuclear generating stations can not be decommissioned or decontaminated with the
presence of HLRW on-site or inside the reactor vessel. Aggressive decontamination
process will be precluded, necessitating utilities to place retired reactors into extended-
DECON or SAFSTOR. If a long term solution to spent fuel isolation is not found in the
immediate future, some, or all, of PECO's nuclear generating stations will be shut down
prematurely due to an absence of spent fuel storage capacity.

14 “All the proposed sites will meet environmental regulations, PECO energy has raised
certain financial issues about the project and has withdrawn for now because of economic
issues.” (PECO Energy’s Response to EE-I-10.)
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REMEDIES:

1) PECO agreed not to import High Level Radioactive Waste onto Peach
Bottom;

2) PECO agreed not to utilize Mixed Uranium Oxide fuel at Limerick, Peach

Bottom or Salem.
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4) Low Level Radioactive Waste Isolation

All nuclear generating stations serve as temporary repositories for low-level
radioactive waste (LLRW). (This term is imprecise and “low-level” is not analogous to low-
risk.) For example, both PECO and PP&L store LLRW on site, ship the waste to Scientific
Ecology Group (SEG) in in Qak Ridge, Tennessee for “compaction, and SEG reships the
compacted waste, (which still has the same curie content) back to Pennsylvania. PECO and
PP&| ship the compacted LLRW to Barnwell, South Carolina. Currently, Limerick, Peach
Bottom, and Three Mile Island do not meet the standards set by the Appalachian Compact
in regards 1o a permanent LLBW facitity. And,

Neither PECO nor ComEd consider its nuclear generating sites to be
appropriate for permanent isolation of either low-level or high-levei
radioactive wastes generated as a result of operations. ComEd will
continue to store only radioactive waste generated at each site on a
temporary, as-needed basis.

(PECO Energy’s Response to EE-i-13.)

TLG provided decommissioning cost estimates to PECO, PP&L and General
Public Utilities (GPU) predicated on & specious assumption. Mr. Thomas La Guardia,
president of TLG, based decommissioning cost estimates for low-level radioactive waste
disposal on the assumption that the Appalachian Compact would be available when the
the Susquehanna Steam Electric. Station closes (1995 PPal Base Rate Proceeding, Page 1034,
17-20). He concluded that the disposal of LLRW is the most expensive component in the
decommissioning formula (Page 2091, Lines 21-25.) Furthermore, Mr. LaGuardia conceded it
may be necessary to recompute cost estimates for disposal because it now appears
imminent that Barnwell will open for seven to ten years for all states except Nortﬁ Carolina

(PP&L, Page 2108, Lines 4-9.)
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Barnwell is currently operating and accepting LLRW from Pennsyivania utilities, and

the site is expected remain open until 2006.

Our analysis is based on the insights and understanding that come form
having a major operation in South Carolina. The realities are that Chem
Nuclear LLRW disposal facility in Barnwell, S.C. has sufficient disposal
capacity to remain open to the nation for approximately 10 years based

on volume received.

{ Walter E. Newcomb, PhD, Vice president and Project Manager, CNSI Pennsylvania
Office, May 18, 1996, formal response to inquiries by Eric Epstein, Chairman, Three Mile
Island Alert.)

On June 18, 1998, the Appalachian States Low-Level Radioactive Waste
Commission voted to support the Pennsylvania Department of Environmental Protection’s
suspension of the site-selection process for a Low-Level Radioactive Waste Disposal

Facility in Pennsylvania.

TLG’s decommissioning estimates relating to dose assessments concentrated on
the half-life of cobalt-60 and cesium-137. The timing of decommissioning is based to a large
degree on the period in which the above mentioned radioisotopes decay, and allow clean-
up processes. However, Mr. LaGuardia stated his unfamiliarity with the term hazardous life.

Witness: “The half-life is the period of time a radionuclide takes to decay to half the
radioactive level that occurred during that period. The hazardous fife generally is referred to
chemical hazardous materials which don’t go by the same definition. I'm not familiar with that
term with respect to radionuclides of concern.”

(1995 PP&L Base rate Proceeding, Page 2118, Lines 1-6.)

This is a glaring and costly omission. The hazardous life is more than ten to twenty
half lives. Therefore, the hazardous life of cobalt-60, (mostly a gamma medical source) is at
least 52.7 years and cesium-137, (fission product) is at least 301 years. (Projected
hazardous life is based on half life values in the CRC Handbook of Chemistry and

Physics, 1988). Moreover, as Mr. LaGuardia attested (1995 PP&L Base Rate Case, Page 2100,
Line 24), there are conflicting radiation clean-up standards for soil, water and surface as
19



defined by the Environmental Protection Agency and the Nuclear Regulatory Commission
and each agency has conflicting cleanup standards for site restoration. (14) [EPA]

(Witness, LaGuardia, Page 2099, Lines 20-25 and page 2100, Lines 1-18.)

13 For further discussion see FR 52061, October 23, 1981; 42 FR 60956, November
30, 1977, 40 CFR 192, 12, July, 1989 and US NRC, “Guidelines for Decontamination of
Facilities and Equipment Prior to Release for Unrestricted Use of Termination of Licenses for
Byproduct, Source, or Special Nuclear Material.” Policy and Guidance Directive FC 83-23,
Division of Industrial and Medical Nuclear Safety, Washington, DC, August, 1987 ]

REMEDIES:

1) PECO agreed not to import Low-Level Radioactive Waste onto Peach
Bottom; .

2) PECO agreed not to use Mixed Uranium Oxide fuel at Limerick, Peach Bottom
or Salem.
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5) Rate Payer Equity

On the issue of decommissioning, the Kansas State Corporation Commission
stated that “Decommissioning cost estimates are inherently uncertain and speculative” and
that “[t}o date, there has been no actual experience decommissioning a large, commercial
nuclear plant and cost estimates have been traditionally iow.” (Re Wolf Creek Nuclear
Generating Facility, 70 PUR 4th 475 (1985)) In addition, the Commission held that “The
current shortage (indeed nonexistence) of the site for the disposal of large quantities of
radioactive waste makes detailed estimates of shipping distance and cost virtualiy
impossible.” Id. at 540-41. In the Wolf Creek rate case, Mr. LaGuardia (also a Company
witness in the instant case) failed to include inflation in his cost estimates and assumeq a
forty year operating life for the nuclear plant. Id. On the basis of this omission and the
speculative predictions of operating fife, the Commission chose a “midpoint” of LaGuardia’s

testimony.

The Commission also declared, “We believe that the NRC and general industry
estimates of 30 years is a valid and realistic life to utilize for purposes of decommissioning
estimates.” Id. at 541.

Additionaily, the Commission cited to NRC guidelines that suggested five criteria for
evaluating alternative financing mechanisms for nuclear decornmissioning . One of the
components of analysis in the discussion was titled “Intergenerational equity - that the cost
of decommissioning be spread equitably to all retypers throughout the fife of the facility.” Id.

No commercial nuclear generating facility has completed its full operating life, due to
safety and economic considerations, nor has a safe, permanent repository been found for
the disposal of high-level and low-level radioactive waste.Clearly, the rate payer should not
be made to bear the brunt of expenses incurred by premeditated imprudent and
speculative management decisions. Pennsylvania Commissioner Joseph Rhodes wrote

in Pa. PUC v. Metropolitan Edison Company, 141 PUR 4th 321 (1993).
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Premature retirements bear great simitarities to TMI-2 because they invoive
liabilities for premature retirements and decommissioning. Therefore, the
policy set forth in determining who should pay for TMI-2’s decommissioning
grows in significance because it may well estabilish a precedent for additional
early retirement cases that might involve substantial rate increases...[Alside
from whether it is legal, is it fair to impose these costs on rate payers”?

While PECQO: is entitled to recover a portion of decommissioning funding through the
rate making process, the Company must also assume responsibility for its business
decisions similar to the commitment PP&L made to share decommissioning expenses
between sharéholders and rate payers. PECO aggressively sought to license, construct
and operate nuclear facilities despite the fact that the riddle of how to resolve the “back-
end” of nuclear power production, i.e. (nuclear waste disposal and decommissioning) had
not been solved. To aliow PECO to recover 100% of decommissioning funding from rate
payers, after the Company was awarded almost $10 billion is stranded costs as a result of
the 1998 Negotiated Settlement, would be a de facto endorsement of corporate socialism.
That is, shareholders profit from their investment decisions but are accorded rate relief
when their imprudent and speculative decisions become uneconomical.

The issue of rate payer equity, and mandated feasibility of shared costs for PECO's
nuclear investments are essential to any Negotiated Settlement involving the proposed
merger between PECO and ComEd. Clearly, a formula must be established that
recognizes rate payer equity and prevents intergenerational hostility. The Company has
béen pursuing a billing policy articulated by Luther J. Carter:

These industry actors, for the most part, find themseives nicely insulated from
the costs of waste management. The Price-Anderson Act, for example limits
industry liability, and the nuclear waste polficy act allows utilities to pass waste
management costs through fo retypers. Thus nuclear waste

management costs, like nuclear wastes, are a residue of the 1950s nuclear
promation policy. Moreover, a portion of nuclear wastes and their
management costs is the result of improperly underpricing nuclear

electricity and creating an over-investment in nuclear plants and equipment.
As a result, more waste than optimum was created. Furthermore, waste
management costs are to be absorbed by taxpayers and retypers instead
of the shareholders of the industry actors who put their externality-creating
products on the market without fully accounting for social costs.

[Luther J. Carter, “Jurimetrics Journal,” Fall , 1988. 29 JURIM J 97 ]
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Unless a more equitable funding formula for decommissioning is established, rate
payers who are not yet born will be burdened for payment for the cleanup of a plant that
they derived no benefit from. Society as a whole, and the Company in specific, must
assume responsibility for the decisions it makes. Creating and perpetuating
intergenerational debt is not a constructive, fair or equitable resolution. The solution should
not be a financial safety net provided by hostage rate payers and tax payers exciuded
from internal corporate decision making. PECO Energy must assume financial responsibility
for its decision to invest, and acquire, nuclear power. This necessarily means that the PECO
shareholder must bear a substantial burden of decommissioning costs in excess of the
1995 projected estimates by TLG.

REMEDY:

1) See Discussion on Nuclear Decommissioning.
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6) Community Investment

PECO Energy is a statewide electricity utility. The Company must recognize that its
corporate presence requires a commensurate level of community “presence.” In order for
PECO Energy to establish and maintain its status-as a good “corporate citizen", the
Company must create and implement a verifiable community investment plan in Lancaster
and York counties. This plan should include additional funding for low-income and rural rate

payers.

REMEDIES:
1) Community investment levels will increase 5% per annum for a five year

period;

2) Increased Universal Service in York County will be verified through the Mason-
Dixon Report.
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This concludes my formal testimony relating to the Ap;ﬁlication of PECO Energy
Company, Pursuant to Chapters 11, 19, 21, 22 & 28 of the Public Utility Code, for
Approval of (1) A Plan of Corporate Restructuring, Including the Creation of A Holding
Company and (2) The Merger of the Newly Formed Holding Company and Unicom
Corporation. | respectfully request that the Secretary incorporate my testimony into the
official record as evidence. Additionally, | am available for cross-examination.

DATE: APRIL 17, 2000
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Founding Board Member of PP&L’s Sustainable Energy Fund.

- Sponsored the purchase of MIRS-II, Scavenger SS$100 and
9050 Pipe Crawling Robot (PLS 8750) by General Public Utilities.
These robots perform decontamination and decommissioning tasks at
Three Mile Island, Oyster Creek and Saxton nuclear power plants.

Scavenger: Used to vacuum the fuel transfer canal during refuefing
outage 10R at TMI. Dose savings: One to two man-rem and eliminated
one entry into canal saving three to four hours critical path time. Future
uses; Clean TMI-2 outdoor tanks, vacuum Qyster Creek equipment pool
(16R), and vacuum deep end of TMI-1 fuel transfer canal as well as
shallow end (11R).

MISR-I11: Used for an entry into the Filter Sludge Tank room at Oyster
Creek on February 15 and 16, 1996.) This was a high radiation area. The
robot identified that there was not a leak in the cleanup system relief
valve. This activity saved approximately 300 mrem and prevented
replacement of the valve which would have cost 130 man-hours, and 7.5
man-rem exposure. The exercise saved about 3.5 man-rem exposure.

- Sponsored the purchase of five, low-volume air samplers
(Andersen) located one to seven kilometers from Three Mile Island. The
filters are collected and analyzed weekly for gross alpha and beta and
gjé:iine-wt monthly for gamma isotopes, and semiannually for Strontium-
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”NRC Staff Crltlmzes Commrssron s New

.Regulatory Process

- by Scort Portzline, EFMR

+

AmerGen Acqui res
Clinton & TMI-1; More

|Purchases Planned .
 from a’ February 2000, American Nu-

For the ﬁrst time ever an inside -
look at.the Nutlear Regulatory

“could threaten the ability of the
NRC to carry out its statutory man-
date to protect the public health and
. safety. A major overhaul ofthe -

" regulatory process is in the works
and some of the strongest criticism.
is coming ffom within the commis- -
smn jtself,

While the NRC publicly states that -

it is'streamlining regulations to help
. utilities and inspectors-perform with
greater safety and efficiency, the

" NRC staff told a differerit story-to
- the investigative arm of congress
The majority of NRC staff who re- -
sponded to the US General A¢-
counting Office survey believe that

. oversight process will reduce plant
" safety margins. An incredible: seven
out of ten nuclear plant mspectors

g -inside...
A :
Ra dAlert. at the Dentrst s Office.

_ if those who stand to. profit have -
: t_hen' way o

say the}'f fear that the new. régu_lat'o‘ry

" process will not identify and correct
" Commission’ (NRC) shows morale -

degradlng perfonnance

’l"uree-fourths of the NRC staff told
GAO audltors that utilities and in-

< dustry groups had too much input

and influence in developing the new
regulatory process. Once again, Sthe
* fox will be guarding the hen house™

Inspectron hours might be reduced
even further according to two-thirds
of _pla_n? inspectors. ‘The same per-

‘cefitage have misgivings that licen-

sees will manipulate performance -
indicator data-and seventy-six per-

_ cent say the proposed process could
t mask problems More than half of -
the new fisk-informed regulatory -

the inspectors worry that there will
be an increased reliance on utilities'

_.self—assessments rather than-actual. -
(Coummed’ on page ﬂ )

e‘uGen Reports Drug Testing Resultls at Tl\!ll

. ‘"'Canadran Group Pushes Broader Study of Nucleal Risk .
- Wacl\enhut to|Provide Guards at Threeil\lllle lslarﬂld Plant

" Monitor Finds Radloactwe Trash

_ --A.NRCIto Wlthhold Nuke Plant Informatlon about Shutdowns‘..
,-fSecond Quarter 4999 Low-Volume All' Sampler Report
_<:_Th|rd Quarter 1999 Low-Volume A|r Sampler Report
‘ -Fourth Quarter 1999 Low- Volume Alr[Sampler Report.‘:

B Seven Years of, Lo

w-Volume Air Sampler Reports*‘

clear Sqciety Nuclear News article

-~

AmerGen Energy Cor_:r:lpahy,rthe

* |joint venture created by PECO En-

ergy Company and British Energy .
Company in'1997 to .compete in the
nuclear plant buyers' market pur-
chased a pair of nuclear units less
than-a-month before the start of the
new year.-On Decémber 16, Amer-
Gen acquired thé Clinton plant, in -

"|central Illinois, for $20 million from '
| lllinois Power Company. The.traris-

action marks AmerGen's first com-
pleted purchase of a U.S. muclear

power plant. Five days later, on De- .
cember-21, AmerGen closed on the - .

1$100- mﬂhon deal for the purchase
"|of the Three Mile Island I plant

ﬁ'om GPU Inc.

The salé of Clinton, a. 930 -MWe' -

(net) General Electric bor]mg water

reactor comes one year after Ilhnors .
(Comnuzd on page 7 cablmn 1)
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The EFMR Momtormg Group at T™I -

' Web Address http: f/www envrroweb org/efmr/

E-mall address eepstein@ige.ape.org’

AmerGen Reports Drug

Testing Results at TMI

|from a Febiuary 10, 2000; AmerGen
v letter 10 the NRC

- The EFMR Momtormg Group.is.a

. mon-profit, non-partisan organiza-
tion that monitors radiation trends
in the Three Mile Island (T™MI) -

. aréa. The Group was formed out of
" a settlement between Eric Epsten.
and GPU Nuclear. In.January .

. 1999, the new owrers of TMI-1,
. AmerGen, negotiated-a. settlement
with EFMR scheduled to-last until
' 2005 C

EFMR has distributed 60 Rad
‘Alert radiation'monitors at-50 sta-
tions in an eight county area around
- TML, including several colleges,
*-. high schools; andicommunity- -
based organizations. Additionally,
several monitors are deployed in -
' riorthern Maryland close to the
-Yoirk County, Pennsylvania border

EF MR has worked wrth AmerGen,

. the Environmental Protection

" . Agency, Los Alamos National
Labioratories SWOOPE Program,
GPU Nuclear, the Nuclear Regula-

" tory Commission, the Pennsylvania

- Bureau of Radiation Protection,
-and.the University of Ténnessee. -

Through a.grant from the Rex -

Foundation, EFMR maintained five -
" -bie Davenport

* “low-volume air samplers on the

-isotopic analysis, i;n:reekly lodine:-

© 131 analysis, and sémi-annual -

Strontium-90 analysis. The last
collection occurred in December ’
1999

’ --From 1993 through 1999, GPU in--
vested approximately $900,000 in .

. remote robotics research-as part of -
~ the Agreement relating to TMI-2..

EFMR has online access to-GPU’s
Reuter-Stokes ‘garmma momtonng
'system ~This-sensitive system .

prints out hourly. reports.from 16

. -stations located within four miles. . -

of TMI: EFMR continues to re-

. ceive quarterly reports from the re-:
- mote- temperature momtc"mg SyS- .
" “tem located at the base-of the TMI- .
2 Reactor Vessel. EFMR continues
- to attend NRC exit meetings, and

to receive regulat briefings and up-

: dates ﬁom AmerGen

' Drrect your comments or questlons '

to: EFMR Monitoring Network,
4100 Hillsdale Road, Hamsburg,

PA 17112 orcall (717) 541-1101.. -

Coordmator — Enc Epstem

Reuter—Stokes Techmcnan Deb-

east and west shores of the Sus- . . . -.

" quehanna River-adjacent to TMI
- from 1993-1999. Dickinson:Col- .
lege Department of Physics-col- *
lected the filters and cartridges
from these monitors on a regular. -
basis. Analyses performed ii-
cluded weekly gross beta and aipha -
. measurements, monthly gamma

Statistician — Richard’ Stober
.Econorruc Insights

_Editor — David RaekeriJorda.n

- Webmaster — Scott Po_rt'.zlirie i

For the six month pcrrod ‘ending De—
cember 31, 1999, AmerGen reportod

- |the fo]]owmg Fitness For Duty data

of 802 hccnsee employees, 264 were
tested and 2 tested: positive (cOcame)

~| Of 3000 short-term contractor person-

nel (at‘both TM] and Oyster Creck), )
1043 were tested and 8 tested positive
(5 for rnanjuana, 2 for cocaine, and 1

" for alcohol).

In addition to- man_luana cocaine, and

alcohol, personnel were also tested for.
| opiates, amphetamines.and phcncych—

dine. Testing occurred under the follow- -~
ing ciréumstances: pre-access (which
found the largest number of positives), .
for cause (post accident), for cause - -
(observed behavior), random, foﬂowup :
and other. : i

Asa resuh of thc posrtrvc drug tests,”

| the two (2) TMI licensee employees
| who:tested positive for cocdine as a Te-

sult of Pre-Access testing were denied -
unescorted access to GPU operated fa-

| cilities. There was one (1) TMI con-

tractor employee who tested positive for
alcohal as a resuit of For-Cause testing

- | (observed behavior) and six (6) TMI

contractor employees who tested posi-

- | tive for drugs as a fesult of Pre-Access

testing. One (1) TMI contractor em-.-
ployec-was found in possession of mari-
juana in the Owner. Controlled Area and

- refused to submit to'For-Cause testing. .

The contractor employee was arrested - -

| by the Pennsylvania Sfate Police and

chargod with Possession of a Controlled‘
Substance. All eight (8) contractor. em-

" | ployees were denied unescorted dccess.
-|to GPU.Nuclear operated-facilities.

~ Page 2
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RadAIert at the Dentlst’s thce

‘by Lmda Schatz

[

: The new de'ntist- I went to0 on Match
2, 1999, was very interested in the
. RadAlert radiation monitor that I
. brought to my appointment, We ex-_
‘perimented with its placenient dur-
-ing the x-rays-that I needed. The
" RadAlert readings surprised us, and,
" thé dentist proceeded to take read- .
mgs in other settmgs in his office.

N A la.rge lead sh1eld was placed on

my chest and torso prior to the first
_x-fay. The monitor was placed on
top of the shield, around the middlé
of my chest. 852 millirads was the .
- reading on the monitor. Background

radiation is; on the average, 14 mil- -

lirads per minute, so this amount of

. radiation was equivalent to about

“one hour’s worth: of background ra-
. diation.

" We wanted to see how protective -
the lead shield was. I placed the-
RadAlert on my chest, under the -
lead shield. 258. miillirads'from the -
next-x-ray, not quite the “shield” I
had assumed this lead apron to be..

- Okay, what,about the two lead
shields the dentist suggested. The
monitor op my chest under two lead

- _shields registered 174 millirads dur-

“ing my third x-ray.

The dentist wanted to know how -
many miillirads were sent oiit by this
. X-ray machine: dunng each “routme”
x-ray that I had been gettmg He
. placed the RadAlert on-a shelfabout
. six feet from thieend-of the x-ray -
“machine that is usually placed right
against a person’s cheek — 1250 .

mﬂhrads — the equivalent of almost

one.and.- one-half hours of back-

ground radiation.

The dentist explained that x-fays are

" only sent out from the x-ray ma-.

-chine in the specific direction they
are aimed in. As an experiment, the
dentist took another x-ray, but thls
time put the monitor in the opera-~
tory directly behind the one where
the x-ray machine'was. The .
RadAlert reglstered 17 millirads this
time. Not a high reading to be suré,

‘but I do now wonder what radiation

I am exposed to from other people’s
x—rays at the’ denttst office.

Checkmg out more possiblhtles for
radicactive exposure in his'office,
the dentist placed the RadAlert
face is during a “full-face” x-ray.

pose is a different and larger ma- °

chine than the one that:was used: fo .

take my x-rays. The dentist ex- . .

. plained that it is more commonto
- take afull-face x-ray of a child than

to use the smaller x-ray machine
_that he routinely uses with ‘a'dults

The dentist was astounded by the :

" . reading — 3875 riillirads in one x-

ray. He pointed out that the same :
amourt of radloactlve exposure in
an adult has a greater detrimental

- ., effect in a child. It was incompre-

hensible to the dentist how state .of-

ficials could have recently checked

this x-ray equipment and found it to

", be within the normal limits of safe

funétibning.”

As I stated in 'ty earlier article

- about radioactive exposure from a

variety of sources in our environ-
ment (see EFMR Monitor, Decem-
ber 1997), the effects of radiation
exposure are cumulative ‘in the

. body. The kinds of higher than

background levels of radiation that

- were recorded in the dentist’s ofﬁce

“have been associated with causing
cancer and other.health problems;
I hope that people will increasingly -
choose to value life and health. We .

need.to keep putting our oney and . -

energy towards developing peaceful

and healthy ways of living and inter- -~

acting with each other and the

_ planet we. hve on. . -
monitor ir the atea where a child’s .

.. The x-ray machme used for this pur- :

- r
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' Canadlan Group Pushes Broader Study

of Nuclear Risk *

_ ﬁ'om a Janumy 22, 2000, The Toronto Star art:cie

2

‘|wackenhut to-Provide
Guards at Three Mile Is-.

land Plant .
from a Jimiuary I5 2000 The Palm _

tional surveillance program - that will.
look for higher rates ‘of cancer .
‘among people hvmg near nuclear

* power stations has met ‘with a Juke-

< warmresponse from a Durham Re-
. gion c:txzens group:-

)

Irene Kock, of the _N_ucleax" Aivare-

" - ‘néss Project; said the program “just

" doesn't go far enough,” and she
miight not trust interpretation of the
data. “We'd like to see more cause-

. and-effect stdies,”.said Kock,

.whose group monitors the Pickering-
" nuclear plant. “Survelllance studies
just aren't enough. We already know
- the cancer is there . ., we'd like to.
know what's causing it.” Kock is’

- :also disappointed.that the program

focuses solely on cancer and i ignores
the mc1dence of blrth defects.

" . Kock, who welcomed the initiafive

. _more removed,” Kock said. “We
. need.an mterpretatton exclusive of a

despite misgivings, said she would

" prefer an mdependent analysm of.
 collected data, given that the control
‘board typically interprets the fid- -

ings. “We really need something .

government. agency or.the utility.”

Plckermg Mayor Wayne Arthurs
cheered the “long overdue” an

. nouncement. “This is-a very pro- .

gressive move and shows a wel-
come widening of the (control

creation of the surveillance pro gram

_ stgnals miore inclusion of the com-
' munity in the board's.actions. - e

Two control board studies in 1990

~ - and 1991 found that children up to

" 14 living near the Bruce and Picker-

The,natlonal program, unveﬂed
. Thursday by the Atomic Energy
.. Control Board in response to wide- .
spread pubhc fears, will do continu-
- ing surveillance of nuclear installa- -
tions. The program will also mom- ‘
tor populations near uranium mines,
. atomic research facilities, and fuel-
. procéssing plarits. It is to begin
. within months-as an Ontario pilot
project, possﬂaly centered on the .
Bruce or Pickering fuclear stanons,
and will go national by 2002. The
" federal health department and the
control board will run the program,
- - using data collected- by Ontario
Cancer Care and similar agenmes :

3

ing power plants had a leukemia- °

. rate 40 per cent h1gher than the pro-

vincial average But the control

 board's consultants said thése 1ngher o

 rates could be simply chance. An-
other. 1991 report counted: 24 Down
syndrome babies:born 1973-1988 to
mothers near the Pickering plant,

. compared with the expected- 13.

The surveﬂlance system marksa -
major shift for the nuclear watch-

. dog, which has stated in the past

that nuclear plants cannot produce
cancers beécause regulations keep

. radiation well below problem’levels.’ o

— Beach Posr article

Wackenhut wﬂl take ove'r security -

nuclear plant, the new owners of’
| the complex said Friday.

| Terms were not disclosed. -

AmerGen, which took over'opera- -
tions of the plant's Unit 1 reactor,
Iast. month, will contract with Palm -
Beach Gardens-based Wackenhut,
which also provides security at

said.

Three Mile Is]and's Unit 2 was, the
site of the nation's worst commer—

| cial nuclear accident in 1979, when

a pOl‘thIl of the reactor's core
melted The unit has not operated
since. . ..

‘Paged

operations at the Three Mile Island '

other U.S. nuclear plants, Amer- c
| Gen spol;esman Ralph DeSantis
'board's) responsibility.” Arthurs said ' : '
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Memtor F| nds Radloactlve 'ﬂ'rash
ﬁ-om an October 28 1 999 'H‘ze Tulsa World article
. Elght truckloads of garbage have g ‘dis'posa] of radioéc_ti-ve mﬁtei‘ials- in the radioet:tivitjr might be related to

been rejected in the past month at
Tulsa's trash-to-energy plant after a
Just-actlvated monitoring system de-
tected radioactivity in‘the waste. In
most cases, the radioactive trash
was traced to"improperly discarded
medical waste: Four loads were sent
back to Tulsa hospitals.

- The source of the radloactlve
waste - cat litter, in one case -- was

‘removed or set aside until radioac-
tivity dissipated to acceptable levels,
.officials-said. The trash then was re-
‘turned to the trash plant and was
burned. T .

‘Trash plant operator Ogden Martin

Systems of Tuisa began Sept. 21 to
screen trash for radioactivity, plant
‘manager James Richardson said. -
. The radioactivity detection equip-
‘ment was activated "for the health .
. and safety of the employees” at the
facility, he said. The equipment,
* which was installed years ago but
:  mever used, went into use following
. -a companywide directive by-Ogden -
‘Martin corporate officers, :
Richardson said. '

* State environmental regulators
. downplayed the risks associated
with the radioactive trash’ ﬂagged at
. the trash plant, The radioactive
- trash was "not con31dered tobea
. risk to the general pubhc," said Pam
' Blshop of the stite Departmeiit of
- Environmental Quality. - -

The state, although prohibiting the

 tied up some garbage trucks for

municipal waste, does.not require
landfills or incinerators to use mom-
toring equipment.

The discovery of radioactive trash

hours and is'a regulatory first for -
the DEQ, officials said. "This i$ our -

" - first real experience with radiation in
. municipal waste," Blshop sa1d

The exght reports of radloactlve

‘waste have "taxed" DEQ resources

and prompted state officials to sug-
gest Ogden Martin should hire a
consultant to "déal with the inci- *
dents," Customer Services Manager
Frank Erwin wrote in a memo.

May'of Susan Savage said the, DEQ

. should provide staff assistance and
. assumie ‘any'costs associated with .
‘inspecting any future flagged waste -
.loads. Savage said the city pays-

landfill tipping fees to the state -

" agency. "Presumably, it ought to go

to support the mmnmpalltles, she .
said. o

-Clty officials plan to ineet next week

with state Department-of Envu'on—

" mental Quality officials to discuss a

plan to deal with future reports.

It didn't take long ﬁr the monitor- . -

ing equipment, .once turned on, to
detect radiation. Three days after

. the company activated the equip- -~ -
ment, a load of trash from St. Fran- -

cis Hospital triggered ap alarm. -

Hospital officials told city officials -

-radioactive dye in a cup that was

improperly placed in the regular”
trash. Trash plant operators ac- - . .
cepted the trash three days later, af-
ter the radioactivity level was

. deemed acceptable. The same - day,

another load of garbage from St
‘Francis triggered the alarm, Trash -
deliveries from Doctors Hospital -
and St. John Medical Center trig-
gered detection alarms on Sept. 29,

. city records mdlcate Four other.

trucks containing residential trash '
have been rejected after they tng-

: .gered the alarm. -

Orie load of trash was traced. to an

. adult diaper, and another was traced - -
" to cat litter, a city memo said. In-

spectors were able to trace the pet
. litter to a resident who recently had
taken a pet cat to Kansas fora
*medical procedure, said Cheryl Co-

: henour, the TARE chaeroman. '

'Clty Public Works Dlrector Charles' »
_Hardt said no reports of radioactive =~

trash had come in the past two
weeks. "I'm sure the hosptta.ls .
(have) really. tightened up their con- ,
trols now," Bishop said. '

L .
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NRC to Wlthhold Nuke Plant. Informatlon about Shutdowns
fromaDecember 27, 1999 The Energy Report article ’

- To partially pr'otecr nuelear oper'a-
" tors from pressures of the électric
wholesale maiket, the Nuclear
Regulatory Commission (NRC) has
agreed to kéep informiation about
- plant shutdowns and restarts conﬁ-
dentral unless the plant owner
warves the nght

In the past, the NRC would supply
_information about most aspects of -
nuclear licensees' affairs, but with
the move toward marketplace com-
. petition, it became evident'that the
. policy was having an effect on "
. wholesale prices. Although the com-
mission does not require companies
to file information about outages, -
-most have done so voluntarily to.
* help facilitate inspection schedules
and monitoring. "In light of the im-
_ pact of deregulation, NRC reviewed
its policy. regarding release of out- -
"~ age mformatlon, the announcement
: sard

"The agency concluded that outage
. information, if provided in writing’

with a request that it be considered
confidential business information, or
" proprietary, would likely be with-
held from public disclosure under
terms-of commission regulations

- To comiply with this decision, the
NRC said that-unless the company
agreed to allow the information to
be released, or if the butage was
_part of a public docket, then it’
" ‘wouid not refease the information
"without first.providing a licensee

 dustry has changed so much over -
the past several years that it needed
- to ‘be done," she said, "We havé

an opportumty to formally request 1t
be withheld." :

'_I'he NRC's Mindy Landau said it
had become obvious that the new
regulations were needed: "The in-

seen shutdown' information directly
affect the pnces onthe: spot market '
for electncrty "

" The decision was not easy, how-

ever, becduse of the NRC's desire to
keep as much information as possi-
ble pubhc Landau sald

’ Utxlmes will have 15 days to decide
" cause of eqmpment problems.

whether the information on the
shutdown would harm their financial
situation and request that the infor- -
mation be kept secret. The NRC
will then decide whether to continue

. keeping it conﬁdentlal past, that time

period.

* Public interest- groups are concerned

-about this decision. David Lock-
baum, nuclear safety.engineer at the .

. Union of Concerned Scientists, said -
: thathrsgrouprsconcemedthatthe
" NRC's decision will require addi-
" tional efforts on the. part-of the pub-. -

lic to monitor. nuclear plant per-
forruauce "The industry has clarmed
that because of deregulation, some

of that information about plant out-

ages becomes a competitive issue, ~
We can sympathize with that. We
understand the business angle;" -
Lockbaum sa1d. "The one possible

drawback is that it somewhat erodes

. pubhc part1c1pat10r1 in the process

Even if utilities agree to release the
information, the 15-day lag time the
NRC imposes will limit the window

* of opportunity for interested parties _
_to raise issues with the commission =

about plant startups, Lockbaum
said. .

Lockbaum said the NRC's daily '

" events reports would probably still

include unexpécted outages, at least -
for situations in which plants auto- .

_miatically trip off-line because ofa

malfunctions. However ‘the _daﬂy
events reports won't include cases-
where plants are manually shut be-

Those are deemed planned outages, - -
even if the plant is forced off line in
response to malfunctioning equip-
ment or other concerns, he said.

For longer range planned outages,
‘the’ American Nuclear Society pub-
Tishes a biannual listing of upcoming -
outages in its Nuclear News publi-~
catron. o

N
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_ " AmerGen reached a definitive -
- agreement on the terms of the sale.. -

" EFMR Monitor '

"March 2000

(Continiied from .“AmerG'e:n,“ page D)

" * Power's decision to exit the nuclear

. power business and less than six
mionths after Illinois Power and

AmerGen assumes responsibility .
and liability for operating and ulti-
mately decommissioning Clinton.
Illinois Power has transferred the
~ existing decommlssromng trust fund.
_of $98 million and is making addi-
tional payments to the decommis-
sioning trust funds intended to be
sufficient to provide for the actual
. decommissioning of Clinton by
2026, when the plant's operating li-
cense is scheduled to expire: Illinois
Power will purchase at least 75 per~
“cent of Clinton's electricity output
through 2004 .

" To purchase TMI-lz, located in Lon-
donderry Township, Pa., AmérGen
~ paid $23 million to GPU and will

- after its accident in 1979, will re-

.2014

pay another $77 million over five

years for the plant's nuclear fiiel. A
second unit at the site, TMI-2, .
which was permanently shut down

.main under ownershrp of GPU.

GPU is- leavmg the power generat-
o mg business to focus on the trans-

mission and distribution of electnc-
ity. GPU and AmerGen first agreed
to the sale of TMI-1 in July - 1998

: AmerGen has assumed full responsr-

bility for the decommissioning of

TMI-1, which has been prefunded
~ by GPU for an amount of $230 mil-

lion. The unit, a 786-MWe (net)
Babcock & Wilcox pressurized wa-
ter reactor, is licensed to operate to

o .

GPU has agreed to purchase the en-

ergy and capacity from TMI-1 from -
January 1, 2000, through December
31, 2002, at fixed prlces

a o

AmerGen has another deal pending

- with'GPU, this one for the $10-
_-million purchase of Oyster Creek, in
'Forked River, N.J. AmerGen also -

has a tentative deal signed with Ver-
mont Yankee Nuclear Power Cor-
poration to purchase the Vermont

" Yankee plant, in Vernon, Vt., for

$23.5 million. All the deals are ex- -
- pected 10 close this year. Y

A proposed deal to purchase Nine .
Mile Point-1 and a large share of.
Nine Milé Point-2, in Scriba, N.Y.,
from Niagara Mohawk Power Cor-
"poration for $163 million has'been -

put on hold at least for thetime'be-

ing by a purchase bid made by .
Rochester Gas and Electric Corpo-
ration. Currently, the New York -
state Public Service Commiission is
mvestlgating' the similar bids made
-by AmerGen and. RGE for the NMP :
plants, : .

(Consinued from “NRC Staff,“ pige 1) .
observations by the NRC.’

Accordmg to the January 2000
. GAO report-titled “Nuclear Regula-

" -tion: NRC Staff Have Not Fully Ac-

cepted Planned Changes,” the staff
has “expressed high levels of uncef-
' ‘tainty and confusion about the new
_direction$ in regulatory practices

- - and ¢hallenges facing the agency.”

. Only twenty percent of the NRC
staff say that trust éxists between
NRC senior management and the
NRC stafﬂ

“The NRC's Office of the Inspector -
General concluded that “without
significant and meaningful improve- risk

* munication, NRC's climate could

ment in management s leadershilb, '
employees"involvement, and com-;

eventually erode the staffs, outlook
and commitment to doing _t.heir job.”

The GAO noted that _one-,t‘o'urth, of

"NRC staff said they were consider-
_ing resigning and almost half said

they would not recommend a col-
league take a job-with the commis-

. sion, Nearly one-third of the staff.
- said they were: d:ssatrsﬁed wrth the
_NRC : o

The GAO report concluded that,.

“NRC has neither established

long-range goals to implement a -
risk-informed approach nor dével-

oped performance indicators to de- -
termine whether. the agency has met

. the goals. ... Without such informa-

tion, NRC has no way to determine”
where it is going, how it will get

. there, or what progress has been

made ”

The GAO has'provrded adequate

. warning that the NRC'is headed into
- a void which could allow the )

world's most technologically ad- -
vanced nation to overestimate its
ablhtres and harm i 1ts citizens. As a-

nuclear watchdog group, we are as- - '

'tounded that this level of criticism,
normally coming from the anti-nu- -
clear movement, is being trumpeted -
by the NRC staff and inspectors.
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* 'these filters showed no unusual
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. Second Quarter 1999 Low-Vqume AII‘ Sampler Report
by John.Luetzelschwab, D:ckmson College

The foIIowmg is ‘a summary of monitoring results ﬁom the ﬁve air sampling monitors mstalled wrthm -a two-mde radms
of Three Mtle I?s‘lcmd and from a control stauon Iocated at chkmsan College. . .

Sample Collecnon and Analysns

The beta readmgs were about" aver- -
age, but the alpha readings
(including- the ¢ontrol station) were
. 51gmﬁcantly higher than the average
for the past six years. -We recorded
" some abnormally. high beta counts

. for several filters,collected in June.

- We subsequently found that the al-

‘ phafbeta detector was not-fiunction-

_ing properly. Although we're- .

- counted those samples and recorded
values more in line with normal val-
ues, 1 do not have fiill confidence in
those values.. However, the regular
and special gamma analyses for’

. gamma activity. Therefore, I.do not
. feel that we collected anything other
- than natural radioactivity. . - .

TMI ‘As usua], we do see some -
natural radioactivity: lead-212, lead-

214 and bismuth-214 which are ra-

don progeny and Beryllium-7 pro-

-duced by cosrmc radlatlon.

The gross beta and alpha activities -
are shown.in Tables 1 and 2 and
Figures 1.anid 2. Both the alpha and

“beta; activities show a correlatlon

among the stations; more so than -
usual. However, the »beta activity -

does‘not show many sharp increases - -

and decreases as it usually does,

The average activities showninthe * - . . = .
In'my last report I had forgotten to -

tables and the activities plotted in

Figures 3 and 4 are for the five
" regular momtormg stations; they do

not include the data from the con- .
trol station. The control station data
are kept separate because they are

“intended to be a check of the five

regular stations. Both the alpha
and beta averages'and their control

Results
 The gamma analyses of the charcoal statioris values track well this
-, and particulate filtérs have shown  quarter; the alpha tracks better -
. no detectable actmty attnbutable to than the beta thxs time. F1g11re 5
* Alpha Activity -
‘ Seaond Quarter, 1999 . Fi 1 .
0.012 -
—_—— smﬂom )
ootad —¢— Swienz = . § .
- —=— Station3 . ]
- —_— Station 4 i
::;' 0.008 ~—=—  Station 5, .
E ——o— Station8, . |J -
G . N | &
£ oooeq - A
2- B . " - !
Z o004 ,
.5 * -
. =< ) ) .
BT e Vo ] T\
' April / < May June —3»
0.000 ‘.- pr — B e v s
‘o © s 1

| First

Total -

" shows the comparison beétween the

alpha and beta act1v1t1es

" The average alpha activity of
0.00336 pCi/m3 is higher than the .

-0.00226 pCi/m3 average-for.the

previous quarters. The average beta
activity of 0.0191 pCi/m3 is slightly"
‘higher than the 0.0183 pCi/m3 aver-
age for the previous quarters and :
- higher than the second quarter-aver- -~ -
age of 0.0156 pCi/m3. :

Strontium-90 Results -

include the results of the Sr-90

analysis done fast February. The-re- : o

sults showed no strontium activity .
in the particulate filters from July

_through December, 1998. -

Average Values for Previous |

Quarters (1993 98)
.(Activities in pCi/m®)-

- | Quarter Alpha* Beta

0.01:71.
0.0156
0.0204
0.0201

10.00192.
0.00207 -
0.00277
0.00235

Second .
Third - °
Fourth -

00183'

‘Averages 0. 00226
*Alpha averages ¢corrected ﬁ'om
previous quarters to reflect the 0.65 {
correction: factor beginning in 1998. |
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| ) Second Quarter 1999 Alpha & Beta Charts ‘ . ..
Table 1 —-Alpha Activities (pCu’m )*** , - I

N

Date -~ - Station1 - Station 2 ‘Stanon3 Station 4 r Statlon S : Control . - Avei‘age*
4/5/99 : . 0.00263 - - 0.00263 - 0.00192 0.00160 - 0.00239
|4/11/99 ~.0.00169 7 0.00208 ~  0.00168 - 0.00209 0.00182
4999 0.00585. ' - .7 000509 . 0:00192 - . 0.00140  0.00429
|4/24/99 - 0.00174 - 0.00160 000142 - . 000025 . . 0.00125
5/2/99 . 0.00374  0.00311 . 0.00183 0.00168.  0.00295°  0.00226 .  0.00266 -
5/8/99 - 0.00491  0.00394 - 0.00449 -~ 000169 . 0.00360.  0.00325 0.00373

51799 000149 - 000151  .0.00191 000328 - 0.00418 - 0.0039]  0.00247

5/23/99 - 0.00174 000334 [ 0.00174 0.00102  0.00191-  0.00240 ~ 0.00195 .
15/31/99 - 7 000772 0.00734  0.00691 ~0.00848  0.00572 001046  0.00723

6/7/99 0.00315 . 000303~  0.00317 000315 - 0.00i45 = 0.00671°  0.00279
6/14/99  0.00340  "0:00074  0.00158  °0.00175 .. 0.00142 0.00194. .. 000178
6/21/99 - .0.00408 - 0.00458  0.00346  0.00515  0.00418  0.00442  0.00429
6/28/99 - 0.00457 . -0.00442 - 0.00491 = - 0,00538  '0.00614. .0.00442- - 0.00508"

N
Average="  0.00385 0.00316 0.00332 - - 0.00318 0.00295°  0.00374 = 0.00328

-1Std Dev= - 0.00189 0.00179 0:00182- -0.00216.- " 0.00183 . 0.00261  .0.00185
Alpha Average**= 000336 @ . . . : W e
StdDev= .  -.0.00185 T ' '

***Including correction factor of 0.65 . o S
' ' ' Table 2 — Beta Activities.(pCi/m’)

.| Date - Station 1.  Station2  Station3 ' Station 4 StatlonS " Control - Average* )
4/5/99 . .. 00281 ° ‘ 00198  0.0184 0.0185 - - - 0.0221
411/99 - . . - 00193 - © L 00179 0.0176 . - 0.0213 . 0.0183.

~|4/19/99 . 0.0284 . -00161 0017 . g 0.016 - 0.0205 -
4/24/99 0.0167 -0.0131" +  0.0143. . 0.0137, . - N " 0.0145
5/2/99 . 0.0191 - 0.0149 - 0.0152°  0.0144 00169 ~° 0.0174 - 0.0161

{5/8/99 0.0148 0.0168 0.0157  0.0133 . 0.0178 00169 -  .0.0157
5/17/99 0.0159 ~ ~ 0.0158 .. 0.0153 0.0127 . 0.016 . 0.0202 . - .0.0151
5/23/99 002 - 0.0197-  0.0191 0.0164 0.0167 - .0.0187 0.0184
5/31/99.  0.018 0.0192 0.0199 0.0168 " 0.0192 0.0246 . . 0.0186
{6/7799 . 0.0225 0.0251 0.0258 0.0199 . 0.0239 . 0038 ° 0.0234

S Je/1499.0 - . - - 0018 . _ 0.0218 0.0154° 00231 « - 0.0184
6/21/99.  0.0131 - . 0.0166 0.017 . 00159 . - 0.0131 i 0.0151 .
6/28/99 0.0261 - :* 0.0242 - 00301 - 00257 . 0.0276° ~ 0021 °  0.0267 -

"fAverage= . .0.0195 ~  0.0193 0.0188 - - 0.0176 00180 ° 0.0215 - 0.0178
StdDev= 0.0049 . 0.0047 0.0049" 0.0037- 0.0041  0.0063° - 0.0036

| Betaaverage**= ~ - 0.0191 L ' : ' . :
Sthev=' : ~ . 10,0044
*Average of stanons 1 through 5 does not inchude the control station. o Co .

-1 **Average of all six stations -

: . Page 10 . i o . : '
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Third Quarter 1999 Low-Vqume Alr Sampler Report

by John Luetzelschwab, Dickinson College T o
The following is a summary of momtormg results from the f ve.air samplmg monitors mstalled w:thm a two-mile radzus

of Three Mile Island and from a conrrol

statron located at Dickinson College

Entermg and Exiting Members of
the Team :

.We‘have tra'ined the last.set of stu-
dents workers; our ¢ontract.ends
"December 31, 1999. For the sum-
. mer, we added Todd Gutekunst -

from York, PA' He and Parke
- Rhoades did all the collecting and

tember we have added three more.

students: Kara Jermacans from

" -Morgantown, Chet Patel, from Her-

" mitage, and Kristie Siracuse, from -
Wyommg PA.

©_We also lost four members of the .
team who graduated in May. Bob .
Ekey is now a graduate student in
' physics at Bryn Mawr; Maya Keller

is workmg for an environmental

firm but is applymg to health physxcs
graduate programs for next year; -

'David Carlson (who was a physxcsl
economics double major) is working
for Anderson Consulting; and finally
David Neal is enjoying his freedom
and is travelling this year - he may
apply to graduate programs next

- . year.

‘Sample Collection and Analysis
_ analyses this past summer. InSep— - - e
As mentioned in the second quarter
- report, we have been having prob-
lems with the alpha/beta: counter. -

We have made corrections to the
system, but we still seemi to be get-

ting much higher than normal for

alpha activities and skightly higher
- beta activities. One of the major'

" problems with the. corrections we.
"have made is that it causes large uri-

certainties in the alpha calculations.
As 2 result, the alpha activities tend

" to be higher than they should be.

‘Quarters (1993 - 99)
(Activities in pCi/m’)

|Quarter - Alpha*  Befa
First. .  0.00192  '0.0171"
Second . 0.00229 - 0.0161
Third 0.00277 - 0.0204 -
Fourth = 0.00235 . 0.0201
Total e
1000231 0.0184 -

- aVera’ges

: begmnmg in 1998

Average Values for Prewous

' *Alpha averages corrected from prewous
quarters to reflect the 0.65 correction factor

These higher activities are
{recorded for both the five
samples around TMI and
for the control statton.
Therefore, it appears to'be
detector specific'and not a
case:of colleCting more -
radioactivity. As a result,
the average. values of both
alpha and beta activities -
-|are higher than the past *

5. Set of data was excep-
" (tionally problematic. The
calculated beta activities
were quite high, but the
alpha activities calculated
to zero or negatlve values, .

| averages. The September

We could not make sense. out'efo
‘these results, so.we just deleted
them from the set of data.

“We only lost a few weeks-of collec-
tiontime. The control station was
out the first week of July for emer-
gency repairs and stations 1 and’ the
control station were out the Jast
.-week of September for their regular :
serm—annual maintenance. S

- .Results

The gamma analyses of the charcoal
and particulate filters have shown

‘no detectable activity attributable to |

TMI. As usual, we do see some
natural radioactivity: lead-212,.lead- -
214 and bismuth-214 which are ra-.
doh progeny and Beryllium-7 pro-
duced by cosmic radlatlon

The gross beta and alpha activities
-are shown in.Tables 1 and 2 and
_Figures 1 and 2. The alpha activi-
ties show no correlation among the -~
statlons but the control station is
also among that random'behavior.
The beta activities'do show a corre-
‘lation among the statlons with the
control station trackmg the other

. five stations’ except for the last.
~week.

The average activities shown in the
tables and the activities plotted in -
Figures 3 and 4 are for the five _ -

' regular monitoring stations; they do

-not'include the data ﬁom the con-,

(Cam‘mued don page 12) ©
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(Continied fn}m page 1j * their control stations values, how-  but only shghtly higher than the *°
" trol station. The control station data ever, do track very well'this quarter, third quarter average of 0. 0'704 pCi/ :
are kept separate because they are except for the las week . m3. - :

. intended to be a check of the five’

regular stations. The alpha average The average. alpha activ ity of o ,St_rontium:-_90 Results
does track the control station for. . '0.00378 pCi/m3.is con31derab1y _
abouit six weeks in the middle of the higher than the 0.00231.pCi/m3 av- " No Strontium-90 actmty was de-
quarter, but, as.expected fromthe  erage for the prévious quarters. The tected in the January through June
- lack of correlatlon among all sta- - average beta activity of 0.0229 pCi/ 1999, samples
tions; does not track well the rest of m3is higher than the 0.0184 pCi/m3" - .
' the time. The beta averages and average for the prewous quarters

Flg'urel

) ‘Alpha’ Activity -
Third Quarter, . 1999
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- |7/19/99 . 000378 0.00646 0.00351 0.00243  0.00558 . 0.00077 .. 0.00435

" 19/5/99

. . . .. . . .o
JREI . - - -

Third Quarter 1 999 Alpha & Beta Charts

‘March 2000 -

EFMR Monitor

Table 1 — Alpha Actmtm (anlm )*** =

D'alte‘ Station1 . 'Statlon 2. Statlon 3 . Station 4- Statlon 5 Ct'mtroll A A\}e‘raal'g_e"r -
17/5/99. ©°0.00934 ~0.00346 | 0.00458 - 0.00358. 0. 00515 Lo ’ ~. +0.00522
7/11/99 - 0.005_38. 0.001‘54 0.00785 0.00337  0.00472 ! 0.00242 0.00457

7/26/99 - 0.00685 . | 0.00375. .-0.00252 - 000435  0.00448 _ 0.00426 ~ 0.00439

. 187299 (0.00500- . 0.00485. " 0.00457  0.00632 0.00382  0.00494 - 0:00491
18/9/99- . . 0.00428 . 0.00305  0.00288  0.00248  .0.00071 0.00203  0.00268

- §8/16/99  “0.00429.  0.00482 - 0.00325  0.00292 . 0.00126 . - 0.00462  0.00331

8723799 0.00406 = - 0.00397  0.00345 =~ 0.00483  -0.00662 = .0.00451. - 0.00458

8/3099 © . 0.00357° -0.00357 . 0.00525 000425  0.00277  0.00297  0.00388

902199 0.00306 - 000608 -~ 0.00386 -. 000309 000435 000192 - 0.00409 -
- fonnee. | 000237 T 000171 . 000114  .0.00325 ~-0.00263 000072  0.00222
19126199 | I000145 | 000463 000157 000280 . 000261

‘| Average=-" 0.00473 000372 0.00396 . 0.00354 000374 0:00292  0.00392
StdDev=. ~0.00194 ' 0.00165 - 0.00166 000126 ~ 0.00176 _ 000159  0.00i64 .

Alpha Average = ~ 0.00378 S - : . ' '

1Std Dev= 0.00164

-] ***Including correction factor of 0.65

Table 2— Beta Actmtlw (pCl/m )

Date ..~  Station 1 Statlon2 Statlon3 .Station4  Station5 . Control . Average*
7/5/99 . 0.0154 0.0199 -- 0.0165- 00171 . :0.0210° - 0.0180 -
7/11/99- 0.0185 - '0.0223 0.0236 0.0227 - '0.0202  '0.0243 . 0.0215
7/19/99 - 0.0227° . 00263 00273 .c 00271 . .0.0277: .0.0290 . - 0.0262
7/26/99. 0.0284. 0.0291 '0.0326 -+ 0.0234 . 0.0293 0.0286 - 0.0286
18299 .. 0:0271 = - 0.0293 - 00297  0.0256- - 00234 - 00269 -  0.0270 -
8/9/99 . | 0.0141 0.0206 - 0.0212. 0.0198 ° 0.0175 0.0188-. 0.0186
8/16/99 0.0177  '0.02000 ' 0.0188 . 0.0207 . 0.0164 -  0.0214 0.0187
8/23/99 0.0251 = 0:0221....°0.0239 0.0240.-  0.0185 ° -0.0214 . - 0.0227.
8/30/99  0.0208 .. 0.0226 - 00217 . 0.0193 0.0264 ~ 0.0242 . 0.0222
95199 - Coe e e o :
19/12/99 - .. 0.0255 0.0274 - '0.0245 ¢ 00234  0.0287  0.0319 ." 00259
19/19/99 . 0.0235 0.0251 - 0.0248- 00198 00193 0.0039 . 00225 ,
- |9/26/99. - ©0.0243 0.0225 . "~ 0.0213" 0.0214 . 0.0224
- |Average= .  0.0217 0.0241 - . . 0.0239 0.0220 0.0225 . 0.0230 0.0229
|StdDev= 0.0048 0.0034 ~ .0.0044. ~ 0.0029 ° 0.0045 . 0.0078 - - 0.0042
© |Betaaverage= - - 00229 - : ' : L
" ] Std Dev = - T 0.0048
| *Average of stitions 1 through 5; does not’ include the control stathn ’
"‘"‘Average of all six station = . _ : ‘ : : . S : R
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Fourth Quarter 1999 Low-Vqume Alr Sampler Report

' by John Luetzelschwab, Dickinson College
- The followingis a summary of monitoring results Jfrom the five. air samplmg monitors mstalled w:thm a.two- mu’e radius
of Three Mile Island and from a control station Iocated at Dtckmson College. ' :

- Sample Collection and Analysis - there are two blanks in the middle of As mdxcated earher the hlgher op-
<o R the quarter.. We moved to a new erafing voltage.causes a greater un-
’The.alpha/beta counter has been op- pyilding in September and the-alpha/ certainty in the alpha data, so this
erating much bétter this quarter; ~  heta counter was in the old building, kind of behavior is expected.  How-. .
-+ there have been no problems with' ¢, keeping track of materials has,  evér, the average of the five stations:-

 that system. We have been operat- .peen a b1t more d1fﬁcult : -does-correlate with the control sta- -

* ing at a higher voltage which means ' " tion for most of the quarter. The
that there are more of the beta . * Results ’ " beta activities do show a correlation
-counts that fall into the alpha chan- o ' among the stations w:th the control .

‘nel. Although we can correct for ~ The gamma analyses of the charcoal
this, the large number of beta counts and partlculate filters have shown S .
-_conipared with the small number of “ no‘detectable activity attributable to -The average elpha acti vity of
. _alpha counts means that the uncer- ~ TML. .As usual, we do see Some 4 64374 ey’ i consideréb]y'
tainty in thé alpha counts will be natural radioactivity: lead-212, lea.d— higher than the 0.00235 pCi/m® av-
greater than previous data. There- 214 and bismuth-214 which are ra- . .erage for the prev10us quarters and "
- fore, we.expect the alpha counts to - dofi progeny and Berylliui-7 pro-'- the 0.00235 pCifm’ average for the
- have larger variations than in the ' duced by cosmic radiation. .- fourth quarter. The average beta ac-

past. . The gr'o ss beta and alpha activities :L“tytgfg ?)%58 2 p(C:li//m is ,h1gherﬁ)

_ S . . v an the pCi/m® average for -
- We only lost a few weeks of collec- - o shown in Tables 1 and 2and the previous.quartérs and the fourth
e M O O" """ Figures 1-and 2.’ The alpha activi- . 1€ P 9 .

tion-time, mostly for regular semi-" ties show very little correlation quarter average of 0.0201 pCl/m
B annual maintenance. We did man-- However, both the alpha and beta
‘age to lose & couple of flters sg - ATong the stations, but-the control ' : than th
___station is also among that ran- averages are lower eir re-.

| Average Values for Previous |dom behayior. Tn addition, there SPEctive control station'averages.for

StaIIOIL

Quarters (1 993 99) are several weeks when a station the quarter
recorded-a zero-alpha activity. '
(Actlvlltl_‘esmpC.llm)‘ . LN Figuret _
- * . - 1 . - o - . Alpha Acvtivity
Q_u_arter - Athtl_ Beta. B : '.- ) . Fourth Quarter, 1999
Eest 0 0001927 00T -] - ey T S
Second  0.00229 .o00161. | . - - .. —e— Sain3
Third.. - 0.00293 . 0.0208 - oo o T 2Rl
Fourth 0.00235°  0.0201 : —e— suons
Total - ' ' ©o ;
averages . 000237  0.0186 . E
*Alpha averages. 'co.rrec_:ted' from]|.
‘[ previous ‘quarters. to reflect the 0.65

correction factor beginning in 1998." |
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Th:rd Quarter 1999 Alpha & Beta Charts
Table 1— Alpha Activities. (pCllm )***

Date = -Stationl Station2  Station3 Statlon 4 Statlon 5 Control  Averige*’

10/3/99  0.00415 0.00400 . ~0.00600 0.00769  * 0.0047
10/10/99 - 0.00000 . 0.00368 _ 0.00057 . 0.00048 .-.0.0014
§10/17/99 0.00015 - 0.00305 ° 0.00223 _ 000412 . . 0.00337 0.0024 " .
10/24/99 - 0.00335 '0.00037 - 0.00317 " 0.00085 B 0.0019 -

10/31/99 - 0.00357 . 0.00429 0.00357-  '0.00152  0.00305 ° 0.00635 ~ 0.0032
11/7/99.. 020323  0.00200 000509 .° 0.00358 0.00595 0.00415 - 0.0040
11/14/99 ". 0.00495 . 0.00203 0.00000 - 0.00091 = 0.00288 0.00440 0.0022
1121/99 - 7 -0.00232 0.00143 0.00355 0.00418 ' 0.00522 ° 0.0029 .
11/28/99 000014 ~ 000471 - 000328 000111 = | " 000275 ., 0.0023
12/5/99 0.00346 0.00109 0.00648 , -0.00634° ~ 0.00343 0.00638 . 0.0042
12/12/99  * 0.00198 0.00140  -0.00417.  0.00314-  0.00254 ' 000437  0.0026-
12/19/99-  0.00000 ~ -0.00157- ° "0.00522 "~ 0.00049  0.00474 0.00377 - 0.0024 .

Average= - 0.00227 ~ 0.00244 000348 . 0.00275  0.00342 000445  0.0029
StdDev= 0.00188 * 0.00140  0.00182  -0.00190,  0.00187  0.00197 = 00018 .
Alpha Average= = 000314 . . B o T
Sthev-— - ;.'000178.. ’

- . "*"Includmg correctlon factor of 0. 65
Table 2 — Beta Actmtmi (pC:/m H

o

Date - Station 1 *  Station2 - -.Statml_l 3_ - Station4 ' Statmn 5 - Cﬁntrdl Average*

10/3/99  0.0270 0.0230° - - © T 0.0250 0.0310 - - 0.0250
10/10/99 - 00807 . " 100251 B - 0.0486. - . 0.0551. - 0.0515
10/17/99 -~ 00151°  0.0093 00192 ° 00226 - - 000227 - 0.0166 .
10/24/99 . 0.0212 00149 - - 00201 - 0.019 0.0239 0.0189
10/31799 " 00264  0:.0290 .© 00302 00319 - 00311 . . 00460 .  0.0297 .
11/7/99°  0.0179 .  0.0187 0.0330 © 00275 00308 - "0.0351 °  0.0256"
11/14/99 00306 = 00321 - 0,0130 0.0410 0.0401 0.0597 - 0.0314
12199 . . 100156 . 00199 " . 00155 . 00198 .  0.02I8 0.0177 ..
11/28/99 - 0.0022 .  0.0121  .0.0146- 00179 - . .- 00154 0.0117 -~
12/5/99. * .0.0230 0.0089 - . 0.0258 . 0.0224 - 0.0244 0.0265 0:0209,
12/12/99  0.0210 " 0.0226 0.0234 - 0.0227  ..0.0259 -  0.0288 °  0.0231 ..
12/19/99  0.0193 " 0.0188 0.0204  0.0239. 00181 . 0.0277 . 0.0201
Average=" 0.0259 - 0018  0:0222 0.0250 00283 . 0.0328 0.0239
StdDev= - 0.0197  0.0076 0:0061 - 0.0077 - 0.0097 - 00138 - 00115

.-+ | Beta average = 0.0256 .. S -

: Sthev—- R 0,0123

"‘Average of stauons 1 through 5; does not mclude the control station. .’
**Average of all six stations -
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Seven. Years of ﬂ.ow-Vqume A|r Sampler Reports '
by John Luetzelschwab, Dickinson College
‘The following is a summary of seven years of momtormg resuhs ﬁom the ﬁve air sampling monitors installed within.a
rwo-m.'le radius of Thrée Mile Island and from a control siation located at Dickinson College. : :

Collection' .

Over the years we have collected
and analyzed somewhere between

. 1700 and 1800 sets of filters: To
'get those samples, our collectors

"have gotten soaked during rain -
storms, have hiked over thé train

- tracks to get.station 2:samples when.
the Susquehanna River floodéd, and

" have plowed through three to four-
foot snow drifts to get station 4
samples One studerit collector,
‘when collecting Iaté one Sunday .
night, was'surrounded by security
personnel at the airport, another lost -

his wallet at the corner store in Fal- .

- .mouth, and as reported prevxously,
one student had a nuclear medicine -
bone scan prior to collecting sam-

"* . ples and breathed a detectable

* amount of Technicium-99 onto a
filter.  Overall, the students have -
done a superb job of co]lectmg and

analyzmgsamples o -
' .Resul_ts.'

. What ﬁave_ we found? Basically -
~ . nothing except background radioac-
tivity. Although this.can tend to get’
boring for a scientist, it has beén
. very good for the neighbors of TML..
. The quarterly averages are listed in
Tables 1 and 2 and the plots of the -
quarterly averages over the seven-

.. year period are shown in Figures 1 .
.. through 4. '

- Even: though there have been times
- _when ‘the data showed 51gn1ﬁcant

fluctuations, looking at .the.avérage
for the stations, we see that things
have been very consistent over the .
long term. The beta averages for

the five regular stations are each es-
sentially equal to the 0.0188 pCi/m*
average for the entire period. The -

alpha averages show more fluctua-
tions, but all are close to the

0.00237. pCt/rn average for the en- -
.tire period and-the seven-yéar aver--

age falls within the standard devia- - -
tion of each station. .

Co‘rtxpariﬂg the five regular “station

values to the control station, we see

that the control average i$ higher
than the seven-year averages for all
the stations. :(Alpha: 0.00276 pC¥/
m® for the contro} station vs.
0.00237 pCi/m’ for the five station

-average; Beta: 0.0230 pCi/m’® for

the control station vs. 0.0188 pCi/
m’ for the five station average)

However, the control station was
only operating for the last 13 quar-
ters.and we have noticed a gradual

. increase in both the alpha and beta
activities. Therefore, it is more ap-

propriate to compare the control
station with the last 13 quarters of

the five regular stations. Doing this

we see that the five station average

is much.closer to'the control station™ §
average. (Alpha: 0.00276 pCi/m’ for .
' the control station'vs. 0.00266 pCi/

m® for.the 13 Quarter average;

Beta: 0:0230 pCi/m’ for the control
station vs. 0.0212 pCi/m® for the 13

_Quarter average)

Figures 1 and 2 give the plots of
quarterly averages of the five regu- -
lar stations over the seven-year pe-
- riod. Both the alpha and-beta plots -
show a good correlation among the
stations. Figures 3 and 4 give the
quarterly average for all stations
along with the control station. -
These plots do show the gradual in-
crease of both alpha and beta-activ-
.ity and they show that the control |
station actlvmes correlate well wnh
the ﬁve-statxon averages. ©

. Over the entire time we did not find
any unexpected radionuclides from -
. the amima spectral analyses (except
for the Tc-99 from the student col-
. lector who had a nuclear mediciné
“bone scan). Thé only identifiable
- activity we found was from radon ~
‘and from Beryllium-7, a-cosmic ray "
produced radionuclide. In my Ra~
diation and Health class a few years
ago, I had.one student group inves- -
' tigate any correlatlon with the Be-7
- and $un spot actmty, but that exer-
cise did not give any. conclusive re-
sults. We expect that there are.
* more factors than sun'spots that ef- .
féct the activity of Be-7 we gather
on the filters.

Students
Over the years we have had a total _

-have graduated have gone onto
graduate schools, found jobs, and,
in one case, is just travelling for a

: ‘' (Continued on page 19)
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(Continsed from page 18) . : .
.. year. The following is a summary
of the students and what they are
doing now. '

- Dina Harp. 1993 - 1994: Program-
mer for website development com- -
- pany in San Francisco, California

John Tice. 1993 - 1994: Family -
Heating and Cooling busmess
Annville, PA

. Jake Hopkins. 1994 - 1996: Product
development, Vernier Software,
Portland, OR

Chris Boswell, 1994 - 1996: PhD
Program, MIT Department of Phys-
ics; Plasma Physws

Chris Eckert 1995 - 1996: Un-
known (had worked in the Dickin-
*-son Collége Computer Services un-
tll thls year) :

. Joel Schwendemmann. 1995 - 1996 '
Engmeermg, Fenner Dnves Man-
heun, PA .

" Matt Welker. 1995 - 1997: Eleétri-
. cal Engineer: SENTEL, IIT Re-
“search Institute, Maryland, and. is.

-enrolled in engineering graduate”

pro gram, Umvers1ty of Maryland

Chns Wilhe]m. 1996 Has been in -
Sales with PASCO Scientific, but is
now changmg toa jOb in Pntsburgh,

- PA

Chnstle Storey 1996 1997 .
"Earried-an MS in Epidemiolo gy,
now in Medical School, University
Of Loma Llllda, CA.

Cliristina Dugan. 1996 - 1997:.

‘Medical Studies Program, Rutgers

u.

Brian Werner., 1996 -. 1298: Masters
program, Health Physics, University
of Massachusetts, Lowell, MA

Jeremjah Williams. 1996 - 1998: Ph,‘

D. program, UCLA, Plasma Phys-r

. ics -

Katle Zraly 1997 - 1998 Workmg
for 1CUBE Boston, MA

 Maya Kellér. 1997 1999: Scientist
for an envirénmental firm in Arling-

ton, VA; applying to graduate pro-
grams in Health Physics for fall

Bob Ekey. 1997 - 1999: PhD. pro-

gram, Bryn Mawr, Physics

‘Dave Carlson. 1997 - 1999 Process
- Competency Group, Anderson

Consultmg Phﬂadelphm, PA

' Kara Jermacans. 1999: Senior at

Dickinson College (Headed for high
school teaching or other education
career) ' S

Todd’ Gutekunst 1999: Juniorat .-
chkmson College

Summary ;

We want to thank Eric Epstein. for
choosing Dickinson as the contrac-
tor to do the air sampling: Not only
has this- work provided our students.
with a positive work experience, but
some students have commented that
they were happy doing something

positive for the community. There
-+ were times when sample collection -
- and analyses were not convenient

' (especially around break and vaca-
tion times), but we all ‘mnanaged to -
get the work done on time (well,

mostly!) and done well. In addition,

. the alpha/beta counting has gener-

ated a paper soon to be published in -

-, the Health Physics Journal. Two °

Dave Neal. 1997 - 1999: Travellmg

~(last heard, he was in Austraha)

Parke Rhoads 1998 1999 Ad- -

junct faculty, Dickinson College, ‘
teachmg astronomy Iaboratones

Darryl Han_lm. 1998 - 1999: Senior

students Ctiristie'Storey and Katie - -
Zraly will be among the authors.

at Dickinson College (planing to ap-

ply to physics graduate programs)

Dan Mouyard. 1998 - 1999: Senior :
_at Dickinson College -

: l(nstle Siracuse. 1999: Junior at

chkmson College

Cheten PateL 1999 Jumor at chk-
inson College - .

“Page 19




* | Third 1999 - .-ilOO4'-73_ :0.00372 '0.00396 .. 0.00354 0.00374  0.00292

EFMR‘Monitor," . ' | . o . . ' -ﬂﬂ;rch 20@0 i

_ Table 1. :
Seven-year Quarterly Alpha Act1v1t1es

'-Quar't_er Year .' _Statlo_nl Statlon2 Statmn3 Station 4 StatlonS Control '

|Fourth 1993 . 0.00332  0.00253  0.00209 ._0.00249 0.00191
First = 1994 0.00250 -.0.00227 -0.00174 ~ 0.00214 " 0.00185" =
|Second 1994 " ° 0.00302 0.00217 .0.00236 0.00154 0.00170 = -~
~ |Third - - 1994+ 0.00378 '0.00294 .0.00360 0.00331 0.00205 "~~~
“|Fourth 1994 .. 0.00211 - 0.00220 0.00156 0.00158 * 0.00199 " .
First’ 1995 - 0.00175 - 0.00127 - 0.00144 . 0.00100 0:00148 -
.. {Second - 1995 '0.00240." 0.00190 - 0.00119 0.00149 0.00128 .
+|Third = 1995 . 0.00264 " 0.00242 - 0.00184 0.00195 0:00158 .
|Fourth - 1995 . 0.00282 . 0.00242 . 0.00226 = 0.00216 0.00233
First = 1996 ~ 0.00197 0.00178 -0.00168  .0.00150 0.00163
Second © 1996  0.00251  0.00217 0.00196 - 0.00194 - 0.00151-
Third . 1996 = 0.00191 " 0.00209  0.00198 0.00150 0.00129 - - .-
Fourth.. . 1996 -.0.00244 . 0.00254 0.00217 0.00217 0.00145_ . 0.00204 -
* |First 1997 - 0.00257 - 0,00224.  0.00201 0.00179 0.00184 " 0.00198-. ..
~|Second 1997 ** 0.00182 - 0.00180 0.00174 0.00196 0.00187  0.00207.
|Third - 1997  0.06298 - 0.00152 0.00181 0.00216 0.00188 = 0.00222 .
Fourth - 1997. = 0.00255 -0.00202. 0.00196 0.00229 0.00219 0.00263
First 1998 - 0.00222 0.00170 ~0.00183 ~.0.00189- 0.00184 0.00163
Second - 1998 - . 0.00283 0.00268 . :0.00247 - 0.00193 0.00229 0.00262 |
Third °* 1998 ©  0.00465 0.00558: 0.00455 0.00613 0.00471 0.00493 .
|Fourth-. 1998 - : 0.00288 - 0.00271 - 0.00282  0.00226 - 0.00224 "-0.00282 -
- |First© ©° 1999 . . 0.00241 ' 0:00218 0.00217 . 0.00181 - 0.00168 0,00180. "
-{Second - 1999 - 0.00385 . 000316 0.00332 0.00318 - 0.00295  0.00374

| Fourth ;'_,1'999: 0 0:00227 0;002_44_, 0.00348 . 0.00275 = 0.00342 * 0.00445

Average: - 000276 10.00242 - 0.00232 000226 0:00211  0.00276

Std. dev. " .-0.00079° ' 0.00084 0.00084 0.00100 - 0_.000'81' 6.00'103 o
7-year average L g - 0. 00237 L :

' Last 13 quarters (when control stal:lon was. on-lme) g o

' Average - - 0 00294 0 00264 0 00264 *.0.00260 0.00247
5-stat10n average P 0 00266‘. - T

) . ) .-- . . . - B ‘-_ . . T . ) . : .
. L Page 20 . s



-~ |Second . 1997 ° '0.0165. 0.0140 0.0159 0.0164 - 0.0162. " 0.0178 .

'EF'MR Mohitqr ) | _ . : '- . A o . . : " March-2000
Seven-year Quarterly Beta Activities

-~

.Q'liarter- Yt_aar - S_téﬁon 1 Staﬁdn_2 | Stétioh3 " 'Staﬁ(')n'_'4 Station 5. -Contrbi o

. |Fourth 1993 - -0.0174 = 0.0171 00172 - . 0.0166 0.0177 °
|First- 1994 - 0.0160 - - 0.0149 - 0.0144  0.0151  0.0149

"~ |Second. 1994 - 0.0151 0.0i52  0.0157 - 0.0145  0.0148
| Third 1994 0.0181  0.0174 . 0.0202  0.0180  0.0149

Fourth = 1994. - 0.0182  0.0194 00184  0.017t : 0.0177

First- 1995 . - 0.0152 - 0.0131 - 0.0144 " 0.0115. - 0.0144

Second” 1995 - 00124 . 00135 0.0131  0.0130- 00135

Third” " 1995 - - 00165 00174 0.0163  0.0166 - 0.0166

‘[Fourth - 1995 0.0177  ©6.0174- 0:0165 0.0170 ~ 0.0183

First ~ - 1996 .  0.0156 -. -0.0173 - 0.0i78  0.0170  0:0178

Second . 1996 -~ 0.6151 ~  0.0140  0.0130 - 0.0147. 0.0143 .

Third 1996 .- -0:0190.  0.0184  0.0189  0.0181  0.0167 - '

Fourth --1996  0.0170  0.0i76° -0.0169 . - 0.0155 ' 0.0164 = -0.0188 -

First 1997 - 0.0171 - 0,0186 - 0.0t77 _ 0.0183 ~ 0.0193  .0,0200

|Third  ©1997 - 0.0205 0:0195 00212  0:.0218 _0.0193  0:6205
Fourth - 1997 . -0.0250 00259 .0.0231 '0.0224 ~0.0249  0.0232 "
First: . 1998 0.0165 0.0176 0.0166 - 0.0175° 00164 0.0176
‘|Second "~ 1998 . 0.0203  0.0198 -'0.0190 . 0.0182. 0.0188  0.0199
Third .. 1998 0.0262 . 0.0312 -0.0305 0.0296 0.0266  0.0355"
Fourth ™ 1998 -~ 0:0281  0.0274 '0:0283  0:0263 . 0.0269  0.0291
First -~ 1999 - 0.0222. ~ . 0.0216 = 0.0225- 0.0223 - 0.0207 - 0.0199
| Second = 1999 0.0195 - 0:0193- 00188  0.0176 * - 0.0180  0.0215
JThird - 1999 - .0.0217 ~ 0.0241 . . 0.0239  0.0220. - 0:0225. .0.0230 -
|Fourth, 1999 -. 0.0259 -0:0186- - 0.0222  '0.0250 - 0.0283- . 0.0328

t[Average:. 0.0189: 0.0188  0.0189  0.0185 - 0.0186 - 0.0230

Std.dev. . - . '0.0040  0.0044  0:0043 - 00042 00042  0.0058
7-year average:  : .. .:00188 . e 0 -
. . . o . - '.b

' Last 13 quanerﬁ.(when_coﬁfrol station was oﬁ-ﬁng) S

Average: 00213, -0.0212 00213 . 0.0210° 0.0211
S-station average: . : 0.0212- - S
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Figure 1 Figure 3
o . o - ) . o Average Quarter - Alpha Activities
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Strontlum-90 Levels Reachmg Levels Of Atmospherlc Nuclear ~

Testing Years

: ﬁom a December 2 ! 999 The Globe and Mail (Toronto) article

~

Strontium 90, the atomic- -age. horror
of 40 years ago, is still with us :- deep
within us. Suddenly, children born 30
years after the last bomb exploded in
the atmosphere are exhibiting un-" -

- expectedly 51gmﬁcant amounts . of
Sr90 '

. A byproduct of nuclear fission, Sr90
is a marker for radiation ponsomng
that damages DNA much more
quickly, even before birth, than any
envuonmental pollutants. Nuclear’

" particles remain lodged -- often for
life -- in human tissues, where they
continue to give off radiation-and re-
sult in cancer, birth defects, and pre- -
mature agirig. o

Where all this new radiation:comes
from is a matter of debate. .

For scientists hke Dr Jay Gould of
~the U.S. Radiation and Pubhc Health
‘Project, there are only two possibili-
ties:-accidents of the kind that dam- ~
- aged_ the nuclear power plani at Three
Mile Island, Pa., in 1976, or radiation
escaping from properly functlomng
- facilities. Evidence, he says, comes
from data released by the U.S: De-
partment of Energy that shows a de-’
cline in the amount of §r90 in adult.
bone and diet from 1964 to -
1970 -- after-above-ground bomb’ test-
‘ing ended.

“The amount- declined on average by
"16 per cent each year,” he says. “If -
this decline had continued, there °
‘would be only trace amounts of Sr90

be barely measurable - -about .3 or .4

. plcocurie_'s-per'gram o_f calcium, he

says. This would be in keeping with
the half-life of radicactive material. In
the case of Sr90 it is 29 years, or the

time it takes for half»nts radloactlve
’ matter to decay.

: Instead, scientist_s__fotmd levels as high
- as2 to 17 picocuries per-gram of cal-

cium, he says. “This could not possi-

' bly be atiributed to past bomb tests.”

. "Dr. Gould, who served on ﬂte U.S.

Environmental Protection Agency Sci-

. ence Adv1sory Board under President
. Jimmy Carter, also says anyone living
. within 150 kilometres of a nuclear fa-
- cility has a greater risk of breast or
. prostate cancer. Recent studies sug-

gest people stand to suffer-20 times
more cell damage than was suspected

_ atthe time safety standards were set
Jinthe mid-1950s. - '

On the other hand, Dr. Mﬁrray'Stew-
art, president and CEO of the Cana=

.dian Nuclear Association, says any
‘increase in radiation is much more .
“likely to be caused by previous abo-

ve-ground testirig. Radiation released
from Canadian plants is ) :
“mﬁmtesunally small,” he says.
“Studies have never ‘shown any link
‘between commercial reactors or com-
mercial uramum to any incidence of
cancer.” A _—
Atomic Eﬁérgy Commission (AECL)
spokesman Hal Tracy says the nuclear
industry in-Canada now accepts the

» theory that there is no safe threshold .
'in baby teeth today.” Amounts should

limnit for radiation exposure. Any -

potential.to cause harm and eventually

there will be evndence of this harm, he - -
says ¥

None of thls sounds very encouraging

‘to Dr. Gould. His stidy-group, also

known as the Tooth Fairy project, has. .
been measuring the presence of Sr90

‘in the baby teeth of American children

born some 20 years ago, and early re-
suits show, levels to be “100 times .
higher than we expécted.”

Some 1,500 tee'th have been collected
from parents who had kept the teeth

as keepsakes. The collection’inciudes .

550 teeth from children born between .
1979 and 1982. These teeth had the
same level of Sr90 as that foundina

" similar study conducted in 1953 says

Dr. Gould

The ﬁndmg is.not ent1rely unprece- .

" dented.. Tests on baby teeth in Ger-

many after fallout from the nuclear '
accident at Chernobyl; Ukraine, in

‘1986 showed a tenfold increase in

Sr-90. Fallout also reached North
America, says Dr. Gould.

. For Dr. Gould, who next wants to test

the teeth of Canadian children, Cher- .
nobyl and other similar.accidents all
point to respon51b111ty for the contin-
ued presence of Sr90..

For the moment, his Tooth Fairy proj- -
ect offers no solutions, only deeply
disturbing questions. Long after it
should have diminished in-potency,
Sr90 promises to be a temfymg threat

well into the next century.

dose, no matter how small, has the. "
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Glossary of :l?érin‘s .

ALARA (acronym for "as lo{v as is

. reasonably achlcvable") means makmg

- every reasoriable effort {0 maintain .
", exposures o radiation as far below Federal
) dose lnmts as is practical .
. AmerGen — corporation created by British
"Energy and PECO Enérgy. AmerGen
-owns and operates TMI-1 and Oyster
Creck, and is contracted with GPU
* Nuclear to monitor TMI-2 during PDMS

Alpha, beta and gamma radiation. Alpha .

radiation is the least penetratirig of the

- three types. Beta radiation-may cause skm

" burns; beta-emitters are harmful if they
enter the body. Beta pamel&c are msﬂy

-stopped by a thin sheet of metal. Gamma

. fadiation (gamma rays) is very penetrating

-and is best stopped or shielded agamst '
* with dense maerial, such as lead”’

B&W refers to Babeock & Wilcox, the

" company that supplied the TMI 1 & 2 -

reactors. B&W is now known as
Framatome

-

B BR_P refers 1o the Rurean :c')f Radiation

‘BWR - Boiling Water. Reactor

-E_FMR Monitoring Group
4100 Hillsdale Road ..
-Harrisburg, PA 17412 . -

]

Protection, Pennsylvania Department of
Environmental Protection

CPM refers to “counts per minute” or the
number of radioactive dxsmlegratxons per
minute

DEP ~ Pennsylvania Department of

Enviromnrmtal Prolection

EP4 - Umted States Enmronmental
Protecuon Agency

GPUN - Gcneral'Publlc Uiilities-Nuélear

sold TMI-1 and Oyster Creek to’AmerGen
in 1999 GPUN maintains a POL ‘at TMI-2
Mean is the average ‘

MWe — Megawans '

NRC - Umted Stales Nuc]ear Regulatory

Comm1ssnon

NCV Non-Clted Vlolauon ]SSllCd by the
NRC . .

- - - o » ) ‘. i - -.
- . pCi/m3 refers 10 picocurries of radiation

ﬂVB}_'lﬁ J,}hVL idJ a5
Gjr‘lm}ﬂ '

618 ki 814 "ao.

" per cubic meter of air

PDMS refers to post- -defueled monitored .

. storage, which'is the state in which TM] 2 '
. is currently bemg kept .

)

.,

POL — Po'ssa;s'ion Only License, issued by

the NRC' for a nen-operating nuclcar
reactor

PUC - Pennsylvama Pubhc Uuhty

' Comnnssmn

PWR - Pressurized Watcf Reactor

L

Radaleri is a hand-held radiation monitor

that counts beta and gamma particles

" Standard deviation refers to the expected
- numbkr of readings which tall above or

below the mean. In a normal distribution,
Lhme nun;bers.are equal " Y

Unicom - proposed «corporate entity | to be

created by PECO Energy and
Commonwealth Edison. If approved,

" Unicom would operate, possess, or -
monitor-20 nuclear plants in Illmols New
: Jersey, and Pennsylvania ’

£E0L0E



COMMONWEALTH OF PENNSYLVANQ

QFFICE OF SMALL BUSINESS ADVOCATE
Suite 1102, Commerce Building
300 North Second Street |
i |

Harrisburg, Pennsylvania 17101
(717) 783-2525
(717) 783-2831 {£AX)

Bernard A. Ryan, Jr .
April 18, 2000

Small Business Advocate

HAND_DELIVERED g o
o L] -
James J. McNulty, Secretary fd 0
Pennsylvania Public Utility Commission Ej:z =
. ' N - ]
Room B-20, North Office Building o E; -7
P. 0. Box 3265 <. Ik
Harrisburg, PA  17105-3265 gc— i B
5 W
T Lk}
Re: Application of PECO Energy Company 5: RS b

ol

Docket No. A-110550F0147

Dear Mr. McNulty:
Op QM@ Reply

I am enclosing for filing today an original and flf

Comments of the Office of Small Business Advocate in thls eS'are
being served today on the Commissioners, Administrative Law %ey afd all

A Certificate of Service is enclosed

Sincerely,
Bernard A. Ryan, J
Small Business Advocate

John M. Quain, Chairman

active parties.

Enclosures

cC: Hon.
Hon. Robert K. Bloom, Vice Chairman
Hon. Aaron Wilson, Jr., Commissioner
Commissioner

Nora Mead Brownell,

Hon.
Hon. Terrance J. Fitzpatrick, Commissiconer
Hon. Charles E. Rainey, Jr.

Parties of Record
Stanford L. Levin, Ph.D
Mr. Brian Kalcic
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and 28 of the Public Utility Code,
For Approval of (1) a Plan of

Corporate Restructuring, Including
the Creation of a Holding Company
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OFFICE OF SMALL IﬂJSIﬂFﬁ?%,AIﬂNDCATE E; ™~

- Fh'

"/
The Office of Small Business Adqégéy

((ggg}bﬂ intervened in

this proceeding and was an active pa jE}%h the extensive

negotiations that culminated in the Joint Petition for Settlement

filed with the Commission on March 23,

2000. For the reasons set

forth in that Joint Petition and in the OSBA’s Statement in Support

of Joint Petition for Settlement filed March 24,

2000, the O0OSBA
became a signatory to the Joint Petition. The OS8BA now files this
brief response to the Objections of

PPL Electric Utilities
Corporation to the Joint Petition for

Settlement (the “PPL
Objections”) .!

The OSBA will not respond to the objections submitted on behalf of Philadelphia
City Councilman David Cohen which essentially complain that PECO did not give up
enough in the bargain. The 0SBA, of course, would be happy to see some of the
“improvements” the Councilman seeks in his objections. The Joint Petition for
Settlement, however, is the result of vigorous negotiations among the parties,
none of whom was able to achieve everything it sought.

The OSBA remains
convinced that the Joint Petition for Settlement provides a fair balancing of the



Initially, the OSBA notes that the standing of PPL Electric
Utilities Corporation (“PPL”) to raise the litany of objections it
has included in the PPL Objections is shaky at best. Nowhere in
the PPL Objections is it made clear just what interest of PPL would
be directly and immediately impacted in some adverse way by
Commission approval of the Joint Petition for Settlement. Not
once, for example, does PPL contend that somehow it would suffer
some competitive injury in the developing generation market in
Pennsylvania as a result of the proposed settlement. In fact,
other than the very speculative but oft-repeated claim of perhaps
having to face similar contentions from some of the Joint
Petitioners in a future PUC case in which PPL requests Commission
approval of a proposed transaction, PPL has not demonstrated how it
would be harmed in any way by Commission approval of this Joint
Petition for Settlement to which it is not a signatory.?

Stripped of its overblown rhetoric, the PPL Objections
constitute a pre-emptive strike at those Joint Petitioners,

including the 0SBA, who are most likely to become intervenors in a

many diverse and sometimes conflicting interests represented by the Joint
Petitioners and is clearly in the best interest of the public.

2

A non-settling party has been found in numerous court cases to lack standing to
object to judicial approval of a partial settlement precisely because the
nonsettling part is not bound by the terms of that settlement. See, for example,
Zupnick et al v. Fogel et _al, 989 F2d93, 1993 US App. Lexis 5765 (U.S. Ct. of
Appeals for Second Circuit, 1993), cert. denied 510 US 945 {1993), and the cases
discussed therxein.



future Commission proceeding in which PPL seeks Commission approval
for a merger of its own.’ This effort to establish in advance a
set of new and onerous restrictions on just what various interested
parties might propose or negotiate for in that as yet unknown
future proceeding must be summarily rejected by the Presiding
Officer and the Commission.

The PPL Objections also constitute a not-so-thinly veiled
attack on the Commission itself and its long-established practice
of encouraging settlements in complex cases such as this.
Acknowledging but then ignoring the carefully worded provision
found in the Joint Petition for Settlement itself {(and in most, if
not all, settlements presented for Commission approval) which
explicitly confirms the non-precedential nature of this proposed
settlement, PPL repeatedly contends that Commission approval of the
Joint Petition for Settlement will be c¢ited in the future as
precedent that PPL must follow if it later seeks the blessing of
the Commission for a comparable transaction of its own. In
advancing that argument PPL fails to recognize the distinction
between a binding precedent (which approval of the Joint Petition
for Settlement here would not ge) and an approach that other
parties might, or might not, choose to pursue in such a future

proceeding.

3 .
A proceeding that, of course, may never even come to be.

3



8hould PPL someday have to satisfy the test that PECO faces
here, namely, to establish that a corporate restructuring and
proposed merger is in the public interest,” PPL can surely expect
that consumer representatives (including the OSBA), envirconmental
coalitions, competitors, political officials and perhaps
municipalities that would be affected by the PPL proposal will
intervene in that future Commission proceeding to represent and
advance the interests of their respective clients. The interests
of those intervenors are, after all, a significant part of the
“publie interest” that the Commigsion would have to find advanced
by PPL‘’s proposal in any such case. BAnd each of those intervening
parties is sure to seek a sharing of the cost savings and other
benefits that PPL eXpects to achieve via that future transaction,
just as the intervenors have done in this proceeding involving
PECO’'s restructuring and merger proposals. But no ﬁarty in that
still hypoﬁhetical proceeding will be able to establish its
entitlement to a particular benefit from PPL simply by claiming
that it was made available to them by PECO in this proceeding.

If such a PPL proceeding does occur in the future, the OSBA
and other intervenors in that case may very well try to convince
PPL to make similar benefits available voluntarily as part of a
negotiated settlement that would help PPL achieve the desired PUC

approval of its transaction without the risks and costs of



litigation before the Commission. Failing that, those future case
intervenors would have to convince the Commission in a fully-
litigated case that the inclusion of that feature is an essential
element of satisfying the public interest test which must be wmet
before the Commission can approve the proposed transaction and
issue the_required certificate of public convenience. In other
words, PPL probkably will face the same choice in that future case
that PECO now faces here, namely, is a negotiated settlement with
the active parties preferable to full litigation of the issues
raised by the parties. PPL may make a different choice in such a
future proceeding than PECO did hefe, but that choice will be PPL’s
to make. Commission approval of the Joint Petition fér Settlement
in this PECO case in no way compels the identical result in a
future case before the Commission, an outcome that PPL repeatedly
but unpersuasively contends will follow as surely as night follows
day.

Reduced to its essentials, the PPL Objections are nothing less
than an audacious (and offensive) effort to thwart the Commission’s
settlement process itself, a process that has been used
successfully in recent years in a variety of novel and complex
cases. It is c¢lear that PPL hés no real and direct interest
whatsoever in the PECO corporate restructuring and merger that is

the subject of this proceeding; the particulars of those proposed



transactiongs are not even discussed in the PPL Objections.
Instead, PPL seeks the rejection by the Commission of a number of
specific commitments made by PECO to the other Joint Petitiocners
during the negotiations leading to the Joint Petition for
Settlement, apparently because PPL would not be willing to make
gimilar commitments if it, not PECO, were the party needing PUC
approval of a corporate restructuring and merger. That, however,
is not what is before the Commission at this time and in this
cagse. Not one of the Joint Petitioners has asked PPL to make any
such commitments. PPL's objections are both speculative and
overreaching, and they should be dismissed by the Presiding Officer
and by the Commission.

To provide a more detailed and more specific response to the
PPL Objections, the OSBA states its concurrence in the Reply
Comments of the Office of Consumer Advocate that were filed earlier
today by that Office. That OCA Reply provides a compelling and
persuasive, point-by-point refutation of the objections PPL has

raised against the Joint Petition for Settlement.



The OSBA respectfully urges Judge Rainey and the Commission to
reject the PPL Objections, find the Joint Petition for Settlement
to be in the public interest and approve that Joint Petition.

Respectfully submitted,

Bernard A. Ryan, Jr
Small Business Advocdate

Dated: April 18, 2000 ’
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Certificate_of_ Service

I certify that I am serving a copy of the Reply Comments on behalf of the

Office of 8Small Business Advocate by first class mail
indicated) upon the persons addressed below:

Hon. Charles E. Rainey,

Administrative Law Judge
Pa. Public Utility Commission
1302 Philadelphia State Office Bldg

Broad and Spring Garden Streets
Philadelphia, PA 19130
(215) 560-2105

{215) 560-3133 - Fax
(FAX and overnight mail 4/18)

Jr.

Paul Russell, Esquire
Pennsylvania Power & Light Co.
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-4254
(610) 774-6726 (fax)

{FAX and overnight mail 4/18)

Tanya J. McCloskey, Esquire
Office of Consumer Advocate
555 Walnut Street 5th FL Forxrum Place

Harrisburg, PA 17101-1923
(717} 783-5048

{717) 783-7152 (fax)

Kenneth L. Mickens, Esquire
Office of Trial Staff

Pa. Publie Utility Commission
P.O. Box 3265

Harrisburg, PA
(717) 787-197¢
(717} 772-2677

17105

(fax)

{unless otherwise

Donald A. Kaplan, Esquire
Leanne M. Bober, Esquire
Preston, Gates, Ellis &
Rouvelas, Meeds
1735 New York Avenue,
Washington, DC 20006
(202) 662-8466
(202) 331-1024 (fax)

(FAX and overnight mail 4/18)

NW, Suite 500

Craig A. Doll, Esquire
214 State Street
Harrisburg, PA 17101-1108
(Conectiv)
(717} 230-9555

(717) 230-9750 (fax)

Thomas P. Gadsden,

Esquire
Morgan,

Lewis & Bockius
1701 Market Street

philadelphia, PA 19103-2921
(215) 963-5448

(215) 963-5299 (fax)

Peter Meadows Adels, Esquire
Adels, Charles, McPedran

117 S. 17th Street, Suite 1801
Philadelphia, PA 15103



Paul R. Bonney, Esquire
PECO Energy Company
2301 Market Street

P.C. Box 8699
Philadelphia, PA 19101
(215) B841-5544

{(215) 568-3389 (fax)

Eric Joseph Epstein
4100 Hillsdale Road
Harrisburg, PA 17112

David M. Kleppinger, Esquire
Charis M. Burak, Esquire
McNees, Wallace & Nurick

100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166

(PAIEUG, IECPA, DII & City of Phila.)

(717) 232-8000
(717) 236-2665 (fax)

John L. Munsch, Esgquire
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601-1689
(724) 837-3000

(724) 838-6177 (fax)

Jochn 8. Halsted, Esquire
Gawthrop, Greenwood & Halstead
119 North High Street

West Chester, PA 19381-0562
(610) 696-B225

Carol A. Weiser, Esquire
Paul F. Forshay, Esquire
Gregory K. Lawrence, Esquire
Sutherland, Asbill & Brennan
1275 Pennsylvania Avenue NW
Washington, DC 20004-2215

Daniel Clearfield, Esquire
Gerald Gornish, Esquire

Wolf, Block, Scheorr & Sclis-Cohen

Locust Court Building, Suite 300
212 Locust Street

Harrisburg, PA 17101

(Enron}

{717) 237-7160

(717) 237-7161 (fax)

Joseph A. Dworetzky, Esquire
Matthew A. Hamermesh, Esquire

Handley, Aronchick Segal & Pudlin

One Logan Square 12th Floor
Philadelphia, PA 19103
{MAPSA)

{215) 496-7014

(215) 568-0300 (fax}

John L. Hall, Esquire

Unruh, Turner, Burke & Frees
P.O. Box 515

West Chester, PA 19381-0515
(610) 692-1371

(610) 918-1361 (fax)

Amy Gold
P.0O. Box 4402
Houston, TX 77210

Patricia J. Clark, Esquire
Norbert J. Smith, Esquire
Allegheny Energy Supply Company
Roseytown

RR 12, Box 1000

Greensburg, PA 15601

(724} 838-5217

(724) 830-5184 ({fax)}

Philip A. Bertocci, Esquire
Edward a. McCool, Esquire
Community Legal Services, Inc.
1424 Chestnut Street, 4th Floor
Philadelphia, PA 19102

{CEPA)

{215) 981-3702

(215) 981-0434 (fax)

Dennis Winters
2314 Delancey Place
Philadelphia, PA 19103

Andrew Altman
400 8. Camac Street
Philadelphia, PA 19147

Michael Fiorentino, Esquire
Clean Air Council

105 N. Front Street, Suite 106
Harrisburg, PA 17101

(717} 230-8807

(717) 230-8808 (fax)



Patricia McNamara
6048 Ogontz Avenue
Philadelphia, PA 19141

John Will Ongman, Esquire
Marc D. Machlin, Esquire
Pepper Hamilton

600 Fourteenth Stree NW
Washington, DC 20005
{Amtrak}

(202) 220-1415

(202) 220-1665 (fax)

Kenneth M. Barna, Esguire
Wayne R. Frigard, Esquire
Rubin & Rudman LLP

50 Rowes Wharf

Boston, MA 02110

{Amtrak}

(617) 330-7006

(617) 549-9556 (fax)

John Hanger, Esquire

Citizens for Pennsylvania's Future
212 Locust Court, Suite 410
Harrisburg, PA 17101

James H. Cawley, Esquire
Rhoads & Sinon

12th Floor, Dauphin Building
One South Market Street

P.0O. Box 1146

Harrisburg, PA 17108

Christopher B. Craig, Esquire

Senate Democratic Appropriations
Committee

Room 545, Main Capitel Building

Harrisburg, PA 17120

William T. Hawke, Esquire
Malatesta, Hawke & McKeon LLP
100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105

(717) 236-1300

{717) 236-4841 {(fax)

Steven P. Hershey, Esquire
Ceonnolly, Epstein, Chicco, Faxman
1515 Market Street, 9th Floor
Philadelphia, PA 19102-1909

Robert Jaffe, Esquire

City of Philadelphia, City Council
Room 588 City Hall

Philadelphia, PA 19107

Carville B. Cellins, Esquire
Piper Marbury Rudick & Wolfe
36 South Charles Street
Baltimore, MD 21201-3018

Hon. Allyson Y. Schwarte

Senate Box 203004

Room 182, Main Capitel Building
Harrisburg, PA 17120

Bernard A. Ryan,

w&k -

Dated: April 18, 2000

Small Business Advoc
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~donate Post Office
CThe State Capitol
Hagmgburg, PA 17120-0030
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x: (717) 783-5210
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VINCENT J. FUMO
Chairman

PAUL S. DLUGOLECKI
Executive Director

DEMOCRATIC COMMITTEE ON APPROPRIA H|

April 18, 2000 o
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Via Hand Delivery or First Class Mail vy
<P w

James J. MicNulty, Secretary =y n
Pennsylvania Public Utility Commission z +

Room 206, North Office Building
Harrisburg, Pennsylvania 17105

Re:  Application of PECO Energy Company, Pursuant to Chapters 11, 19,
21, 22 and 28 of the Public Utility Code, for Approval of (1) a Plan of
Corporate Restructuring, Including the Creation of a Holding Company
and (2) the Merger of the Newly Formed Holding Company and 0
Unicom Corporation, PUC Dkt. No. A-110550 F0147. 0

.!’O (—)é
/ /?

o o NS
Attached for your consideration and filing is an original and three (3) copies of theﬁ/};\;\ _?/;’;,
filed Direct Testimony of Richard H. Silkman, Ph.D., filed in this matter in response to the { 'Q (_.t‘"}\’
Comments and Objections of Councilman David Cohen. Dr. Silkman’s testimony is filed on
behalf of Senator Fumo, the Consumers Education and Protective Association, the Association of
Community Organizations for Reform Now, the Action Alliance of Senior Citizens of Greater
Philadelphia, and the Tenants’ Action Group.

It has remained the primary objective of Senator Fumo to seek a comprehensive settlement
of the above captioned matter that directs a substantial sharing of merger related benefits with
PECO Energy Company ratepayers. The proposed settlement represents a realization of this
objective. It is the position of Senator Fumo that the nature of the process which produced the
negotiated resolution was intended to reach a compromise — not protracted litigation. In other
words, it was a process that permitted the parties to craft a resolution of this matter themselves,
not a process that forced parties to present a list of demands to the Public Utility Commission and
expect a litigated resolution of the varying competing interests.



James J. McNulty, Secretary
Pennsylvania Public Utility Commission
Page 2

It is worthwhile noting that of the more than 36 parties involved in this case, only two
(PPL and Councilman Cohen) have voiced any objection. Yet neither party has bothered to
present any evidence, testimony or documentation supporting their objections. Though it is a
rather simple exercise to craft a “wish list”of demands, it is a very different task to achieve a
balanced settiement to which a vast majority of the parties can agree. The objections of PPL and
Councilman Cohen represent little more that an attempt to undermine this agreement — seeking
instead to obtain greater value at the expense of the signatories to the settlement.

A copy of this letter and the attached testimony has been sent to all counsel of record.
Please do not hesitate to contact me if I may provide any additional information.

Attachment
ce: All counsel of record.
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Direct Testimony April 18, 2000

PENNSYLVANIA PUBLIC UTILITY COMMISSION
DOCKET NO. A-110550F0147

Prefiled Direct Testimony of
Richard H. Silkman, Ph.D.

On behalf of

Senator Vincent J. Fumo
Consumers Education and Protective Association, ef al.

Q. PLEASE STATE YOUR NAME , PLACE OF BUSINESS AND ON WHOSE BEHALF YOU ARE
TESTIFYING.

A. My name is Richard H. Silkman. I am the owner of Richard Silkman Associates, an
independent economic consulting business based in Yarmouth, Maine and am testifying in
this proceeding on behalf of Senator Vincent J. Fumo and the Consumers Education and
Protective Association, et al. (CEPA).! It is worthwhile noting that my testimony is being
offered on behalf of a substantial cross-section of Philadelphia area consumers and ratepayer-
advocacy groups. Over the past several years, these groups have developed a working
relationship with the Office of Senator Fumo on matters involving the restructuring of the

electric utility industry — in particular PECO Energy Company.

Q. PLEASE DESCRIBE YOUR QUALIFICATIONS.

" The Consumers Education and Protective Association, et.al. refers collectively to CEPA, the Association of
Community Organizations for Reform Now (ACORN), the Action Alliance of Senior Citizens of greater
Philadelphia and the Tenants’ Action Group (TAG).

Silkman
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A. [ have served on the faculties of the State University of New York at Stony Brook
(1978-1983) and the University of Southern Maine (1983-1986), where I also served as the
Acting Director of the Public Policy and Management Program (1986). I was appointed by
Governor John McKernan to become the Director of the Maine State Planning Office {1987-
1992), a cabinet level agency with broad policy and planning responsibilities, including
economic development, energy, telecommunications, taxation, budgetary, land-use
management and health care. In this capacity, I chaired a number of state level committees
and multi-agency task forces and was on the Board of Directors of a variety of quasi-
governmental agencies including the Maine Development Foundation, the Maine Science and
Technology Commission and the Maine World Trade Association. [ also chaired a number
of Staff Advisory Committees of the National Governors’ Association, including its Task
Force on Heaith Care (1989-90), Tgiecommunications Committee (1987-88) and Human
Resources Committee (1990-91). As chair of the Staff Advisory Committee on
Telecommunications, 1 developed the National Governors’ Association policy position on

telecommunications.

I have been a member of the Board of Directors of the Council of Governors’ Policy
Advisors (CGPA), an affiliate of the National Governors’ Association (1988-92), and its
President (1990-1991). I have an undergraduate degree in economics (with honors) from

Purdue University (1972) and a Ph.D. in economics from Yale University (1980).

Silkman
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I currently serve as a consultant on telecommunications and energy matters for a variety of |
clients in Maine and the northeast. In the telecommunications industry, I have testified as an
expert witness on matters related to rate design, the valuation of subsidiaries, interconnection
issues z;nd the interface between regulated activities and the competitive market, and have
served on the faculty of numerous educational seminars and consulted for trade association
groups on matters related to the Telecommunications Act of 1996. In addition, I have been
actively involved in the market valuation of 2 number of businesses and business

opportunities in this field.

My clients in the energy area include a trade association of Maine’s largest industrial
consumers of electricity, a Fortune 500 multi-state retail grocery company, a consortium of
consumer organizations, and a variety of municipal governments and agenéies. In
representing these clients and others, I have negotiated many special electric rate contracts
with investor owned public utilities, have testified before the Maine, Massachusetts, New
Hampshire, California and Pennsylvania Public Utilities Commissions on matters of rate
design, the justness and reasonableness of rates, electric utility industry restructuring, and
utility mergers, and have been actively involved in electric utility restructuring issues and

legislation in a variety of states.

I have currently been retained by the Legislature in the State of New Hampshire to provide

advice and counsel on matters related to a comprehensive restructuring agreement entered

Silkman
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into between Public Service Company of New Hampshire (a subsidiary of Northeast Utilities)

and the Office of the Governor.
A brief copy of my resume is attached to my testimony as Exhibit RHS-1.

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY IN THIS CASE.

A. The purpose of my testimony 1s to respond to the Comments and Objections of
Philadelphia Councilman Davtd Cohen filed in response to the Joint Petition for Settlement of
the PECO-Unicom merger litigation. It is my intention to describe the value of the proposed
ratepayer / consumer benefits contained within the Settlement and compare it to the

regulatory value of the merger transaction.

Q. PLEASE DESCRIBE YOUR ROLE AND INVOLVEMENT IN THIS CASE.

A. My role in this case initially focused on evaluating the potential for merger-related
synergies between PECO Energy (PECO) and UNICOM Corporation (UNICOM), and the
effects those synergies should have on delivery service rates for customers in the PECO
service territory. In this regard, Senator Fumo’s Office asked that I review and evaluate the
negotiation positions put forward by PECO Energy and the Office of Consumer Advocate. -
Subsequently, the Senator’s Office asked that I review the entire scope of issues contained in

the initial proposals for settlement presented by PECO.

Silkman
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Q. DID YOU DISCUSS ANY ASPECTS OF THE PROPOSALS FOR SETTLEMENT WITH THE
YARIOUS PARTIES, AND DID YOU ATTEND ANY OF THE NEGOTIATION SESSIONS?

A.  Over the past few months, I have had conversations with certain of the parties

supporting this Joint Petition for Settlement, including the Office of Consumer Advocate

(OCA), Community Legal Services (CLS) - as counsel for CEPA et al. and PECO, as well

as with Senator Fumo’s Office (Senator). I did not attend any of the negotiation sessions.

Q. HAVE YOU REVIEWED ALL OF THE MATERIALS FILED BY ALL OF THE PARTIES IN
THIS CASE?

A. No, I have not. I have reviewed portions of the multi-volume filing made by PECO and

responses by PECO to selected interrogatories. In addition, I have reviewed Volumes I and

11 (Appendices) of the Joint Petition for Settlement and the comments filed by Councilman

David Cohen and PPL Elect.ric Utilities Corporation. Finally, I reviewed prior drafts of

settlement proposals and a limited amount of financial information related to PECO and

UNICOM.

Q. PLEASE SUMMARIZE YOUR TESTIMONY RELATED TO THE JOINT PETITION FOR
SETTLEMENT ENTERED INTO AMONG MANY OF THE PARTIES IN THIS CASE.

A. I believe that the Joint Petition for Settlement represents a reasonable resolution of the
critical issues in this case, and that its approval by this Commission is in the public interest.

The Joint Petition provides for the recovery by PECO ratepayers of what I estimate to be the

Silkman
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full dollar value of merger-related synergies associated with the T&D component of PECO.
In addition, it requires the development and implementation of service standards that will
protect ratepayers from service quality degradation; it augments universal service programs
that will benefit low-income residential consumers in the Philadelphia area; it includes a
variety of measures that will promote the development of renewable energy and lower air
emissions in eastern Pennsylvania; and it increases the likelihood that PECO will maintain a

strong economic and community presence in Philadelphia after the merger is completed.

As with all settlement agreements, this one attempts to balance the interests of the various
parties. Accordingly, specific items in the Joint Petition for Settlement may fall short of the
litigation position of the parties; but taken as a whole, I believe the Joint Petition for

Settlement is in the public interest.

Q. PLEASE DISCUSS THE ISSUE OF MERGER-RELATED SYNERGIES AND HOW THESE ARE
TREATED IN THE JOINT PETITION FOR SETTLEMENT.

A. The merger of corporations that are similar in the types of services they supply is

referred to as a “horizontal” merger. One of the chief advantages of horizontal mergers is the

ability to lower overall costs through the capture and realization of scale economies

associated with the larger size of the combined entity. Specifically, horizontal mergers are

generally able to lower average production costs through the elimination of duplicate
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facilities, personnel, operating systems and administrative functions. The elimination or

“rationalization” of these redundancies is what is meant by “merger-related synergies”.

The Joint Petition for Settlement proposes to reduce delivery service rates for PECO
ratepayers by varying amounts in each of the years 2001 through 2006 in anticipation of
PECO’s ability to achieve operational savings in the regulated portion of the company as a

result of the merger.

Q. HOW LARGE ARE THESE PROPOSED REDUCTIONS?

A. The reductions are as follows:

2001 $ O million
2002 $ 60 million
2003 $ 60 million
2004 $ 40 million
2005 $ 40 million
2006 $ 0 million

Q. PLEASE COMMENT ON THE ADEQUACY OF THESE DELIVERY SERVICE RATE
REDUCTIONS,

A. There are no hard and fast rules that determine the scope or magnitude of merger-
related synergies in the electric utility industry. Each merger must be examined on its own
merits. Certain mergers, especially where the merging utilities serve adjacent service

territories, may result in relatively large merger-related synergies. Other mergers, where the
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functions and service territories of the merging utilities are not related, may result in much
lower levels of merger-related synergies. Still other mergers, where the merging utilities
engage in or provide complementary functions, may result in high levels of merger-related

Synergies.

In its Direct Testimony and in response to interrogatories filed in this case, PECO has
identified a variety of merger-related synergies that it expects to realize as a result of its
merger with UCM — see OTS-11. The pattern of these savings over the period 2001 through

2005 15 as follows:

2001 2002 2003 2004 2005

1.29% -1.58% -2.50% -2.93% -3.29%

where the percentages in the table represent net merger-related costs as a percent of total

T&D revenues of approximately $1.043 billion.

I believe that these figures are conservative and well below the synergies expected in other

similar mergers. My belief is echoed by Goldman Sachs:

“Excluding approximately $150 million of costs to achieve, management is projecting
$100 million of pretax cost savings in year one (60% from regulated operations and 40%
from nonregulated), increasing to $180 million by year three. The projected cost savings
represent 5.5% of both companies’ aggregate operation and maintenance (O&M)
expense budgets, somewhat below the 10%-15% reduction estimated for other utility

Silkman
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mergers but reasonable given the two utilities’ discontiguous service territories.” (Sept.
27, 1999 — Amtrak-1-D-11)

A similar assessment was offered by Salomon Smith Barney — “Other previous mergers had
stated goals of operations and maintenance savings of approximately 10%.” In addition,
Salomon reported that “Management indicated that the cost savings estimates are very

conservative ...” (emphasis added).

I believe that the merger will realize larger merger-related synergies, and that therefore
PECQ’s ratepayers should see larger rate reductions in delivery service. Specifically, 1
believe that total savings as a result of the merger to be closer to 6% of overall T&D related
revenues, which is approximately 10% of operations and maintenance costs for the T&D
component of PECO Energy. This level is at the lower end of the 10-15% range based on
the lack of geographic proximity between of the two utilities and the inability té rationalize
transmission and distribution operations and maintenance services. Accordingly, I believe
that merger-related synergies will represent the following percentages of total T&D revenue

requirements under the existing rate cap:

2001 2002 2003 2004 2005 2006

1.50% -2.00% -3.75% -5.00% -6.00% -6.00%

Silkman



P I R A

10

11

12

13

14

15

16

17

18

19

20

21

22

Richard H. Silkman Docket No. A-110550F0147
Direct Testimony April 18, 2000

Q. HOW DOES YOUR ESTIMATE OF MERGER-RELATED SYNERGIES COMPARE TO THE
DELIVERY SERVICE RATE REDUCTIONS CONTAINED IN THE JOINT PETITION FOR
SETTLEMENT?

A. The proposed rate reductions in the Joint Petition for Settlement and my estimates of

the merger-related synergies are very close. As shown on the table in Exhibit RHS-2 (page 1

of 2), I estimate the total merger-related savings relative to the current delivery service rate

cap to be about $222 million over the period 2001 through 2006. This is about 10% higher
than what is contained in the Joint Petition for Settlement. The net present value, however,
between the two savings streams is almost identical. The net present value of my estimates is
$150 million as compared to the Joint Petition for Settlement amount of $152 million, both
discounted at the Weighted Cost of Capital contained in the restructuring case of 8.71%.
This is because the pattern of my savings estimates differs from that in the Joint Petition for

Settlement.

This is shown very clearly in the graph in this same exhibit comparing PECO’s originally filed
proposed rate reductions with my estimates and the rate reductions contained in the Joint
Petition for Settlement. My estimates of merger-related synergies are negative in the year
2001 as a result of costs that must be incurred to obtain future savings, and then increase
steadily over the next four (4) years as the merged company is able to realize the full savings
potential of the merger. In contrast, the Joint Petition for Settlement ramps up much faster,

but provides for no rate reductions vis a vis the rate cap in the last year, 2006.

Silkman
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While I believe that my scenario is a more likely scenario in terms of timing of merger-related
synergies, the proposed pattern in the Joint Petition for Settlement results in rate reductions
sooner — something that certainly has value to PECQO’s ratepayers, given the uncertainty that
now characterizes the electric utility industry. In any case, the total rate reduction for
PECO’s ratepayers in the Joint Petition for Settlement is virtually identical to my estimates of
merger-related synergies, and thus I believe the Joint Petition for Settlement’s treatment of

this issue to be reasonable and in the public interest.

Q. Do YOoU AGREE WITH COUNCILMAN COHEN THAT “THE DISTRIBUTION RATE CAP
PROVIDED IN PARAGRAPH 11 SHOULD BE LENGTHENED AT LEAST FIVE YEARS, AND
THE DOLLAR RATE REDUCTIONS OFFERED IN PARAGRAPH 10 THROUGH 2005
SHOULD BE AT LEAST DOUBLED, AND THEN MAINTAINED AT THE LOWEST LEVEL
ESTABLISHED IN THE YEAR 2005 FOR ANOTHER FIVE YEARS”?

A. No, I do not. First, with respect to the distribution rate cap, I am concerned that any
lengthening of the cap beyond 2006 will expose ratepayers to risks that their rates may be higher

than they should otherwise be. My concern stems from three sources. The first source of

concern I have is related to sales growth. If the demand for electricity grows at any reasonable

rate over the period of Councilman Cohen’s proposed distribution rate cap, the benefits of any
such growth in sales will accrue to PECO and not to ratepayers. This is especially true during a

period of low inflation such as what we are currently experiencing.

Silkman
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My second source of concern relates to technological changes in the manner in which utilities
provide metering and billing services. The rapid growth of the internet and the dramatic
reductions in usage costs will ultimately alter the manner in which electric utilities read meters
and bill their customers. Remote meter reading, tied directly to billing services, may result in
substantial reductions in the costs utilities incur to read meters and process bills. Since both of
these areas represent significant cost centers to electric utilities currently, productivity gains in

these areas may result in important cost savings that should be passed on to ratepayers.

Finally, T believe that the same internet based technology that will alter information flows
between utilities and their customers will provide utilities with unprecedented levels of real time
data related to transmission and distribution system components and performance. This
information, coupled with enhanced artificial intelligence systems, will identify problems in the
grid in advance of their failure, thereby reducing the costs of operations and maintenance to the

utilities.

While it is not possible to predict with certainty when each of these opportunities may become
available and may begin to have a real impact on the costs of providing delivery service, it is clear
that the longer a rate cap remains in effect, the more likely it becomes that any benefits from
these opportunities will accrue to the utility’s shareholders rather than to its ratepayers. I believe

that the 10 years proposed by Councilman Cohen impo's'es too large a risk on PECO’s ratepayers

Silkman
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that, in the final few years of this proposed cap, they will pay rates in excess of the costs PECO

incurs to serve them.

I also take issue with Councilman Cohen’s assertion that the rate reductions contained in the
Joint Petition for Settlement should be doubled. Councilman Cohen has not provided any
analytical or empirical support for this position. In contrast, as I have demonstrated earlier in my
testimony, the rate reductions contained in the Joint Petition for Settlement are (1) of an order of
magnitude that is consistent with the range of savings generally found in mergers of this type,
and (2) that the full amount of these savings are being returned to ratepayers in the form of rate
reductions. Further, as shown in Exhibit RHS-2, the level of rate reductions contained in the
Joint Petition for Settlement are more than twice those identified by PECO in its merger filing

and in responses to interrogatories in this case.

Q. ARE THERE OTHER PROVISIONS OF THE JOINT PETITION FOR SETTLEMENT THAT
PROVIDE BENEFITS TO PECQ’S RATEPAYERS?

A. Yes. There are five areas in particular where ratepayers will benefit from the Joint Petition

for Settlement. First, low income ratepayers will benefit from the enhancements to the Electric

CAP program contained in the 1998 Electric Restructuring Settlement as well as frc;m an

additional $3 million for low-income fuel funds and an agreement to improve the monitoring of

universal service programs to determine whether “special needs” programs are necessary to

address specific unmet needs of the target population.

Silkman
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Second, PECO has committed to a rigorous reliability ar.ld customer service initiative that
establishes clear service quality standards that are designed to enhance reliability and customer
service. With respect to reliability, Paragraph 23 of the Joint Petition for Settlement identifies
seven areas of performance wherein PECO must achieve certain target indicators or take specific
actions. Similarly, Paragraph 24 of the Joint Petition for Settlement sets forth specific standards
that PECO must meet with respect to customer service.

I
The focus placed on reliability and customer service is an important element in any utility merger
where the locus of control is changing and the interests of management expanding. By
incorporating in advance specific expectations of performance post-merger, the parties have
established these areas as important areas of concern for ratepayers and a place where the

merged company should focus its attention.

Third, PECO will forego recovery of $50 million of its total nuclear decommissioning cost
obligations plus 5% of any additional increase above an established base level. Because of the
uncertainty associated with estimating decommissioning costs that will occur well in the future, it
is difficult to put a definitive value on this provision of the Joint Petition for Settlement.
Nevertheless, it does represent a concession on the part of PECO that is of some value to

PECQ’s ratepayers.

Silkman
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Fourth, the Joint Petition for Settlement includes a number of provisions that are designed to
stimulate the market for renewable energy. The contributions PECO has agreed to make to the
wind and solar programs will help both of these initiatives get started in Pennsylvania and will

spur the development and implementation of these technologies.

Finally, the Joint Petition for Settlement imposes a requirement that PECO’s activities within
Philadelphia remain relatively comparable after the merger to what they have been historically.
Specificaliy, the Joint Petition for Settlement addresses employment obligations, maintenance of
a corporate headquarters in Philadelphia and continuation of charitable and civic giving and
general contributions. These provisions will.ensurc that the impact of the merger on Philadelphia
outside of the provision of electric service will be minimal during the next five years. This level
of stability and certainty will ease the transition from PECO to the newly created company and

will provide important benefits to the Philadelphia economy.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

A. Yes.

Silkman
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PERSONAL:

DR. RICHARD H. SILKMAN

Curriculum Vitae

Born: May 21, 1951; married, three children

EDUCATICN:

Purdue University, B.S. (w/ Distinction), Economics, 1972
Yale University, M.A. Economics, 1975
Yale University, Ph.D. Economics, 1980

SELECTED RECENT EXPERIENCE:

Partner -

The Maine Energy Aggregation Company, LLC Present
148 Middle Street

Portland, Maine 04101

Phone (207) 772-6190

Fax (207) 772-6320

The Maine Energy Aggregation Company, LLC (MEAC) is a newly formed company to
provide a full range of consulting services under contract to the Maine Electric Consumer
Cooperative (MECC). The MECC is an electricity buyer’s cooperative with over 200
members and approximately 250 MW of total load. The MEAC has recently completed a full
Request for Proposals process on behalf of the MECC resulting in the securing of a full
requirements supply contract for members of the MECC.

Qwner -

Richard Silkman Associates 1992 — Present
76 Main Street

Yarmouth, Maine 04096

Phone (207) 846-0539

Fax (207) 846-0494

Richard Silkman Associates is a consulting firm established by Richard Silkman in
1992, specializing in economic regulation, energy and telecommunications and in
economic impact analyses. Dr. Silkman is a nationally recognized expert in the
regulation of public utilities and energy policy. He-has appeared as an expert witness
before public utility commissions and a number of legislative bodies. Silkman



1 Associates currently provides energy consulting services to a variety of large energy

2 users on matters related to electric utility deregulation and is actively involved in the

3 negotiation of special tariffs and contracts at the wholesale and retail levels for

4 electricity and natural gas for a wide range of industrial and commercial clients

5 throughout the Northeast and Mid-Atlantic states. Silkman Associates has also

6 provided consulting services to private companies and public authorities and agencies

7 to perform economic impact analyses of products, investment activities and various

8 public policies.

9
10
11 Vice President - The O’Brien Group, Inc. 1995 — Present
12 70 Franklin Street
13 Boston, MA
14 Phone: (617) 737-2255
15 Fax: (617) 737-3399
16
17 The O’Brien Group, Inc. is a privately held consulting company established to develop,
18 manage and implement strategies and programs to help ensure that the full range of client
19 activities are integral parts of coordinated strategies that best support their immediate and
20 long-term government relations and public affairs objectives. The O’Brien Group, Inc.
21 provides consulting services across a broad spectrum of industries and issues to position
22 clients in their marketplaces.
23
24
25  Director Maine State Planning Office 1987 - 1992
26
27 Dr. Silkman was appointed by Governor John R. McKernan, Jr. to direct the Maine State
28 Planning Office, a cabinet-level office with a staff of approximately forty (40). In this
29 capacity, Dr. Sitkman served as the chief policy advisor to the Governor on matters related to
30 economic policy, energy, hydropower and river management policy, telecommunications
31 regulation, state tax policy, health care regulation and cost-containment and land-use and
32 natural resources policy. During his tenure as Director, Silkman chaired a number of
33 commissions and task forces including the Land for Maine’s Future Board, the Land and
34 Water Resources Council, the Gulf of Maine Council on the Marine Environment and the
35 Governor’s Tax Policy Committee, and was a member of the Board of Directors of the
36 Maine Development Foundation, Maine Science and Technology Commission and Maine
37 World Trade Association.
38
39 Dr. Silkman also was very much involved in national organizations during his term in state
40 government. He served on the Board of Directors and as President of the Council of
41 Governors’ Policy Advisors (CGPA), an affiliate of the National Governors Association.
42 CGPA is a professional association of senior policy advisors to the nation’s governors, with
43 approximately 200 members from the 50 states and territories. In addition, Dr. Silkman
44 chaired or co-chaired staff advisory committees of the National Governors’ Association in

45 Telecommunications, Health Care and Human Resources.
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University Appointments 1978 - 1987

Dr. Silkman was on the faculty of the State University of New York at Stony Brook and
subsequently of the University of Southern Maine, where he served as Acting Director of the
Public Policy and Management Program. During his tenure at both institutions, Dr. Silkman
taught courses in applied economics, statistics, economic regulation and policy analysis, and
served as a consultant to a number of private companies and public sector agencies.

SELECTED RECENT PROJECTS;

Dr. Silkman has been retained (along with Anthony Buxton, Esq.) by the New Hampshire
Legislature to provide expert consulting services and advice regarding the proposed
Settlement Agreement between PSNH and the Governor’s Office.

Dr. Silkman has provided testimony on behalf of a coalition of State Senators in
Pennsylvania related to a general proceeding involving interconnection and competitive
issues in telecommunications and the proposed merger of Bell Atlantic and GTE.

Dr. Silkman provided testimony on behalf of the California Office of Ratepayer Advocacy
(through a subcontract with Economics and Technology, Inc.) in the 1998 PG&E rate
case. This testimony utilized a new mathematical technique to evaluate the efficiency
with which electric transmission and distribution utilities provide electric service to their
customers.

Dr. Silkman has been retained by Cablevision Systems to assist it in its efforts to ensure that
electricity restructuring in Massachusetts results in competitive markets and fair and
commercially reasonable relationships between regulated utilities and unregulated subsidiaries
and affiliates.

Dr. Silkman has been retained by Champion International to provide economic consulting
services related to the development of a 175 MW “within the fence" natural gas-fired
cogeneration project at its Bucksport, Maine mill. In this capacity, Dr. Silkman has been
actively involved in the negotiation of a 15-year Purchased Power Agreement with H.Q.
(U.S.) and a complementary natural gas supply agreement involving the Maritimes &
Northeast Pipeline from Sable Island, Canada. In addition, Dr. Silkman worked closely
with Champion during dispute resolution with NEPOOL regarding the development of an
interconnection protocol and agreement for this facility, filed testimony at FERC in
support of Champion’s efforts to obtain NEPOOL Section 18.4 approval for
interconnection, and has continued to advise Champion in its attempts to secure a final
interconnection agreement with CMP and NEPOOL.
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Dr. Silkman has been retained by the Philadelphia City Council to assist it in
understanding and evaluating the impacts of natural gas deregulation on its municipal gas
company and on its citizens and businesses.

Dr. Silkman has been retained by a consortium of consumer groups to provide expert
advice and testimony regarding PECO Energy’s efforts to secure Pennsylvania Public
Utility Commission approval to securitize $3.6 billion of stranded costs and of its
comprehensive restructuring plan. In this capacity, Dr. Silkman led the negotiating team
that developed a settlement proposal of most of the major issues associated with
restructuring. This settlement, which has subsequently been rejected by the Pennsylvania
Public Utility Commission, included a write-off of $2 billion of stranded costs by PECO
and guaranteed rate reductions of 10% for ratepayers.

Dr. Silkman has served as the external project manager for a comprehensive effort by
Hannaford Bros., Fortune 500 grocery company to reduce its greater than $30 million a year
energy costs. This effort has included negotiating special rate contracts with electric utilities
at rates well-below retail tariffs, negotiating natural gas supply and pricing contracts with gas
marketers, securing more favorabie gas transportation tariffs with local distribution
companies and installing self-generation (natural gas engine-generators) at multiple retail
locations in Maine and New Hampshire. These efforts have received national attention,
leading to the Company’s recognition as one of the 6 most savvy energy buyers in 1996 by a
leading trade publication in the field.

Dr, Silkman has served and continues to serve as the lead economic consultant for the
Industrial Energy Consumer Group, a consortium of large energy users in Maine. In this
capacity, he has been involved with negotiating hundreds of millions of dollars of electricity
supply contracts incorporating substantial rate reductions and in regulatory proceedings
where regulated electric utilities have been denied millions of dollars of rate increases.

Dr. Silkman was retained by a governmental commission on Long Island, New York to
perform an economic impact analysis of a system of “Transferable Development Rights”
designed to protect an environmentally sensitive region in the northeast, while balancing the
property interests of a variety of constituencies.

Dr. Silkman has performed an economic impact analysis of 2 major electric utility project
seeking authority to switch fuels at one of its northeastern generating stations.

Dr. Silkman served as the lead economic consultant for NYNEX in Maine in its efforts to
seek a redesign of its telephone rates to bring them more in line with costs. In this capacity,
he performed an econometric analysis of demand elasticity for the Telephone Company and
provided testimony on the economic theory of efficient rate design and the public benefits of
investments to modernize the telecommunications network.
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Dr. Silkman served as a consultant to a regional paper company and an expert witness in a
successful action it filed with the regulatory commission challenging the reasonableness of its
electric utility to provide service at higher voltage.

Dr. Sitlkman served as a consultant to a national consortium of telecommunication
companies, managing the consortium’s relationship with national organizations, including
the National Governors” Association and the Council of Governors’ Policy Advisors.



, Exhibit RHS-2

Page 1 of 2
COMPUTATION OF MERGER-RELATED SYNERGIES
Rate Cap T&D Average Rate
Estimated Annual Sales
Rate Cap Revenue Requirement
Discount Rate WAC from Settlement Agreement .
2001 2002 2003 2004 2005 20086
Fro Forma Synergies - Annual
Pro Forma Revenues $1,058,645 $1,022140 $1,003,888 $990,850 $980,420 $980,420
Rate Cap Revenues $1,043,000 $1,043,000 $1,043,000 $1,043,000 $1,043,000 $1,043,000
Pro Forma Synergies - Amount -$15,645 $20,860 $39,113 $52,150 $62,580 $62,580(Silkman
Annual Savings -$1,058,645 -$1,022,14C -$1,003,888 -$990,850 -$980,420 -$980,420
Total Savings $221,638
NPV of Total Savings $150,178
Joint Petition for Settiement
Proposed Rate Reductions $0 $60,000 $60,000 $40,000 $40,000 $0|Joint Petition
Total Savings $200,000
NPV of Total Savings $152,460
PECO Estimated Synergies .
Proposed Percentage Reductions 0% |PECO - Filed
Proposed Rate Reductions -$13,503 $16,447 $26,055 $30,557 $34,265 30
Total Savings $93,821
NPV of Total Savings $66,224

Silkman Associates
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James' McNulty, Sécrétery- :

Pennsylvania Public Utility Commission-

Post Office Box'3265.. |
Harrisburg, PA 17105-3265

. Dear Secretary McNulty

]
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April 18; 2000
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“RE: Apphcatlon of PECO Energy- -
Docket No:.A- 110550F0147

Enclosed for ﬁllng please ﬁnd an orlgmal and three copres of the- followmg

v

Y -‘The Reply. of the PennFuture Partles to the @bjectlons of PPL Electric Ut1]1t1es
Corporation and Councilman David Colien to the Jomt Settlement Petition:in

the referenced proceedmg, and

2. - The Testm‘tony of John Rohrbach in the referenced proceedmg

' Copres of these documents have been served on all partles of record as lndlcated

- on the, attached Cemﬁcate of Service..

.\

Citizens for Pennisylvania’s Future,
212 Locust Street - Suité 410
Horishig, 417107
Tele:717.214-7920

Citizens for Pennsyfvahia's Future
117 South 17ihSieet, Sute 1801 L
Pfuiadelphia, PA 19103
Tele: 215-569-9681
Fax: 215-569:9637
. e-mail.info@pennfutire.org

LA

Slncerely,
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.+ ... Peter Meadows Adels
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Genera_l Counsel
Pe'nhF uture
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Citizens for Pennsylvania's Future
AQ,.Box 19280 :

" Puaesburgh, PA 15213

. Tele: 412-624-4643

. _ * Fox 412-648.2648  * -

- é-niail: info@pénnfuture.org
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Reply Of the PennFuture Parties s 2
to the Objections of PPL: Electric Utilities Corporation ot o N}j
and Councilman David Cohen % o
to the Joint Petition for Settlement

E“%CKETED

After engaging in extensive formal and informal discovery and negotiations, app 19 2000

PECO Energy Company (“PECO”) and almost all parties in the referenced proceeding

filed a Joint Petition for Settlement (“Settlement”) on March 23, 2000. Joint Petltg

include a diverse group of parties including the Office of Consumer Advocate anﬁﬁice%

of Trial Staff, and the Office of Small Business Advocate, as well as intervenors on

<.<9(.

£ ETy
<<:p ¢
behalf of residential, business and industrial consumers, competitive market suppliers
municipalities, and environmentalists. PennFuture and the ten named individuals joining
in its Petition and Protest (“PennFuture Parties™) are signatories to the Joint Petition

By Order dated March 28, 2000, Administrative Law Judge Charles E. Rainey

directed that Public Input Hearings be conducted through April 4, 2000, that objections or

! PennFuture and the ten named individuals were granted intervenor status as formal parties by Order of
ALIJ Rainey dated January 28, 2000.



comments to the Settlement be filed by April 13, 2000 and that Replies to the Objections
or Comments be filed by April 18, 2000.

At the Public Input Hearings, numerous parties testified in support of the
Settlement and provided testimony that the Settlement should be approved consistent
with the public interest. Many interested parties filed Comments or Statements in
Support of the Settlement. A few interested parties filed statements indicating that they
did not oppose the Settlement although they were not signatories to the Settlement.

Only two parties, PPL Electric Utilities Corporation (“PPL”) and Philadelphia
City Councilman David Cohen (“Councilman Cohen™), filed Objections to the
Settlement. These Reply Comments and the attached testimony of John Rohrbach are
filed on behalf of the PennFuture Parties in response to the Objections. PennFuture
submits that PPL’s Objections should be dismissed out of hand and that neither the
objections of PPL nor those of Councilman Cohen provide a legal, factual or equitable
basis for rejection of the Settlement or the continuation of any hearings or further

litigation of this proceeding.

I. Objections of Councilman Cohen

1. Councilman Cohen’s Objections do not appear to challenge a conclusion that
the Settlement is in the public interest or assert that any aspect of the Settlement is not in
the public interest. Rather, Councilman Cohen’s Objections suggest his view that PECO
can and should be doing more than was committed in the Settlement to promote the
public interest, such as demonstrating a stronger commitment to renewable energy and

taking greater steps to improve the health and economy of the Philadelphia region. Many



signatories to the Settlement probably agree with one or more of Counciiman Cohen’s
concerns. Perhaps more might have been better, but the Settlement represents the best
efforts of a diverse group of parties to reach a single agreement on a core of provisions
that all could agree are in the public interest. The scope of the Settlement and the breadth
of the parties in support of the Settlement attest to the power of direct negotiation to yield
results that strongly support the public interest. This result has certainly been aided by

the Commission’s strong support of settlements in the past.

II. PPL’s Objections should be dismissed

2. PPL objects to the Settlement on various grounds, none of which are related to
the merger, none of which are related to PECO, and none of which are related to the
Settlement. It appears that PPL’s Objections are solely related to its concerns about some
hypothetical future proceeding involving PPL (PPL Objections, Section V) and proposes
relief that the Commission could not grant even if it were to consider doing so.

Perhaps of greatest importance, none of PPL’s Objections are relevant to the legal
standard under which the Commission must decide this case. Although PPL’s concerns
with precedent should be dismissed out of hand, they illustrate that precedent can be an
important issue when it comes to settlements. The Commission should not set a
precedent that gives any credibility to a self-serving, obstructionist attempt by a non-
interested party to scuttle a settlement between another utility and a diverse group

representing every interest in what could have been a very contentious proceeding.



3. Public Utility Code Section 1103(a) identifies the legal standard applicable to
approval of the proposed merger: the PUC shall grant a certificate of public convenience
approving the merger “only if the commission shall find or determine that the granting of
such certificate is necessary or proper for the service, accommodation, convenience or
safety of the public.” (hereafter, “the public interest™) Section. 1103(b) is equally clear
the “for the purpose of enabling the commission to make such a finding or determination,
it shail hold such hearings...as it may deem necessary or proper in enabling it to reach a
finding or determination.”

4. The Commission has conducted hearings and has developed a record more
than sufficient to find that the proposed merger, as modified by the Settlement, is in the
public interest. The record includes a voluminous original filing by PECO, supplemental
filings by PECO, the Settlement document and supporting exhibits, the testimony at the
Public Input Hearings, and the Statements in Support of the Settlement that have been
filed. The terms of the Se.ttlement alone provide overwhelming evidence of the numerous
ways in which the merger as presently proposed serves the public interest.

5. PPL’s objection that the record in this proceeding could not support a finding
that the merger is in the public interest is dramatic for two reasons. First, PPL’s
arguments suggest that evidentiary hearings are required in all cases, even those with
settlements, although PPL provides no legal argument or citation in support of this
suggestion. Indeed, PPL’s Objections make it difficult to comprehend that a case could
be settled without the need for extensive adversarial proceedings.

6. PPL’s Objections broadly state that the Commission must reject the Settlement

because the Joint Petitioners have failed to submit “additional legal and evidentiary



support...to demonstrate that it is lawful and in the public interest.” PPL’s Objections
ignore, obfuscate, or mischaracterize the facts and the law in this regard.

7. PPL states that the law requires specific findings of fact in support of each and
every provision of the merger, even in the event of a settlement, but cites no supporting
cases (paragraph 23). PPL’s statement is a direct misstatement of the law and is not
consistent with its own past practice, such as in seeking Commission approval of its own
restructuring case.

8. In this case, the Public Utility Code requires that the Commission find that the
merger, taken as a whole, is in the public interest. There is no legal basis for a suggestion
that the Commission is required to find that each isolated provision of the Settlement is in
the public intenl'est. For example: the Commission is not required to find that the merger
will result in any particular level of savings for the company; the Commission is not
required to find that any particular level of rate reductions or rate cap extension is
necessary for the merger to be in the public interest; the Commission is not required to
find that the merger will result in any particular level of economic development or
improvement to the competitive market; the Commission is not required to find that the
merger will result in any particular improvement to the environment, health or safety.
Rather, the Commission need only find that the merger is a positive step forward in these
and/or other measures of the public interest.

9. PPL’s objection that the existing record in this proceeding could not support a
finding that the merger is in the public interest is dramatic for a second reason. PPL

argues that the record, absent evidentiary adversarial hearings, cannot support a finding



that the merger, as supplemented by the Settlement, is in the public interest. From that
argument, only two logical conclusions could follow.

The first conclusion would be to conciude that the merger Application, as initially
filed by the utility, could not be found in the public interest absent evidentiary hearings as
a matter of law. Surely PPL is aware that the Commission grants Certificates of Public
Convenience at almost every Public Hearing without evidentiary hearings. Surely PPL is
aware that the Commission regularly approves utility filings as submitted without
evidentiary hearings. Surely PPL is aware that the Commission has approved PPL filings
without evidentiary hearings on numerous occasions. We’re not aware that any
consumer group, even the most radical, has previously argued that a utility filing, even if
unopposed, could not be approved without evidentiary hearings as a matter of law.

Surely PPL is aware that it has cited no case in support of this amazing argument.

The second and sole other logical conclusion would be that the Application, as
initially filed, could have been approved by the Commission without evidentiary
hearings, but that voluntary modification by PECO through the Settlement somehow
renders approval without evidentiary hearings contrary to law. That conclusion requires
an assumption that a settlement inherently undermines the public interest value of the
utility application. Surely PPL is aware that the Commission has approved settlements
without evidentiary hearings on numerous occasions. Surely, PPL is aware that the
Commission, consistent with the practice of most public utility commissions, regulatory
agencies, and courts of law, shows great respect for a determination by virtually all
interested parties in a proceeding that a settlement can be found to be in the public

interest without requiring further evidentiary hearings. Surely PPL is aware that virtually



every interested party in these proceedings, including many that have an extensive public
record of questioning PECO’s view of the public interest and have engaged in extensive
informal and formal discovery and negotiations, has concluded that approval of the
Settlement can be found to be in the public interest without the need for further
evidentiary hearings and continued litigation.

10. PPL also objects that the Settlement provisions have nothing to do with the
merger (paragraph 21). Without belaboring the point, the merger raises issues about how
PECO can maintain and improve the quality and lower the cost of its service to the
public. It is inconceivable that PPL sincerely argues that lower rates, service quality
improvements, consumer education, enhanced programs for the competitive market, new
renewable development, public health and safety improvements, and the other provisions
of the Settlement are not at least related to the merger or PECO’s public service, even if
one might object, as does Councilman Cohen, that the benefits from the Settlement are
not sufficiently great to render the merger in the public interest.

11. To the contrary, as discussed in paragraphs 17-21 and 22, below, it is PPL’s
Objections that have nothing to do with the merger, PECO, or the Settlement.

12. PPL states that “several of the provisions (of the Settlement) appear on their
face to be contrary to Commission policy and/or applicable law” (paragraph 21). PPL
has provided no legal or factual suéport for its incredible assertion that any of the merger
benefit provisions of the Settlement are contrary to Commission policy or applicable law.

13. At most, PPL’s Objections state its view that some provisions of the
Settlement may not specifically be required by Commission policy or applicable law. By

its nature as a settlement, the Joint Petition does not argue that any specific provision of



the Settlement is required as a matter of law. The Commission need not find that any
particular provision of the Settlement is required as a matter of law. Rather, the nature of
the Joint Petition, as with any comparable settlement approved by the Commission,
reflects a judgment that the settlement as a whole is in the public interest, and therefore is
in compliance with applicable law.

14. PPL’s Objection in this regard assumes a novel legal conclusion that a utility
is not permitted to agree to do something that it is not required to do as a matter of law.
PPL has provided no argument or legal basis for its assumption. Indeed, the settlement
provisions reﬂecf PECO’s voluntary agreement to spend corporate funds or time to
provide public benefits. Each and every provision of the Settlement is funded or
supported by PECO, not ratepayers.

15. If not presented as part of the Settlement, some provisions would require
Commission approval but some would not. For example, PECO may not unilaterally
reduce its rates without Commission approval. However, even the regulated PECO
public utility could unilaterally agree not to raise distribution rates in the future, improve
its quality of service or provide information to the public. Certainly PECO may support
corﬁmunity organizationé or invest in renewable generation without Commission
approval. The fact that these or other provisions are presented to the Commission as part
of a request for Settlement approval in no way renders them contrary to law or
Commission policy.

16. Thus, PPL’s Objections fail to present any valid argument that the Joint

Petition must be denied based on applicable law. In fact, PPL barely alleges, and
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certainly does not substantiate, that the merger as modified by the Settlement is not in the
public interest.

17. PPL’s Objections do not request the opportunity, nor indicate any intention,
to present evidence on whether the merger is in the public interest. Rather, PPL solely
requests “the continuation of litigation with respect to the legality and the necessity for
evidentiary support of the provisions of the contested Joint Petition.” (paragraph 3. See
also, Section VL)

18. Evidentiary hearings are not required to determine the matter of law
requested. PPL has filed its Objections to the Settlement, including its legal argument in
support of its Objections, and has utterly failed to demonstrate that there exists a legal
basis for granting its objections.

19. Fundamentally, PPL argues that it is its own opposition to the Settlement, not
a substantive legal requirement, which requires denial of the Petition, further evidentiary
hearings, and continued litigation of these proceedings. While never identifying.its claim
as such, PPL fundamentally suggests that its dl.‘le process rights would be compromised if
the Commission does not require further evidentiary hearings. Yet, PPL has not sought
to present any evidence in these proceedings, so any due process right to present evidence
is in no way compromised by the lack of additional evidentiary hearings. PPL’s
Objections seek further hearings only on the legal question of whether the existing record
is sufficient to support a Commission finding that the merger, as modified by the
Settlement, is in the public and may be approved as a matter of law. PPL’s opportunity
to file its Objections has more than provided it the opportunity to present its legal

argument and any process that may be due.



20. PPL’s attempt to characterize the instant matter as a “contested case” is
disingenuous at best. PPL has not asserted that the merger or the Settlement are not in
the public interest and has indicated no willingness or intent to produce evidence in that
regard. (paragraph 23-24.) Moreover, surely the PPL is aware that the Commission has
approved settlements on numerous occasions without further evidentiary hearings, even if
one minor party opposes the settlement on substantive terms.

22. PPL’s participation in this proceeding does not give it standing to contest the
Settlement. PPL is not a PECO ratepayer and is not aggrieved in any way by the merger
or the terms of the Settlement. Indeed, PPL is not an interested party in this proceeding.
Rather, PPL is aggrieved that PECO has settled this case and concerned that it might be
an interested party in other future cases.

In fact, PPL’s Objections betray.that it is not concerned with whether this merger
is in the public interest. Rather, PPL appears interested only in how the Commission
might decide some hypothetical future merger or restructuring case involving PPL. Since
such cases do not exist, they of course are not relevant to whether this merger is in the
public interest.

23. PPL’s concern about the use of a PECO settiement as binding precedent is an
affront to the Commission and every signatory to the Settlement. All interested parties,
the ALJs, the Commissioners, and almost any party that ever appears the Commission are
well aware that a settlement isl not legally binding precedent. The Settlement document
includes a recitation of this basic, long-established principle. Therefore, the concern is

not relevant to approval of the Settlement.



24. Perhaps the most offensive aspect of PPL’s Objections is the request that the
Commission issue an order telling potential parties what they may not propose in some
hypothetical, future case. PPL is well aware that the Commission cannot and would not
stifle other parties’ speech. The Commission may always reject any proposal. PPL may
always argue such a proposal on the merits. PPL need not agree to any proposal in a

future settlement with which it disagrees.

For the foregoing reasons, the PennFuture Parties submit that the Objections of

PPL and Councilman Cohen be dismissed and that the Settiement be approved.

Respectfully submitted,

/Jﬁ M (%)

Peter Meadows Adels

DATED: April 18, 2000
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as the "PennFuture Parties” in this proceeding. My business address is
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health and environment. For these reasons, the Settlement advances

the public interest and should be approved.
What other purpose does your testimony serve?

| also respond to some of the objections to the Seftlement made by PPL
Electric Utilities Corporation (“PPL") in their 12 April filing. PPL’s

objections are frivolous, an abuse of process, and should not be tolerated.
Please describe your qualifications and background.

| received a Bachelor of Arts from Rutgers in 1982 and a Master of
Science in 1984 from Carnegie Mellon’s Heinz School of Public Policy and
Management.- -From 1985 to 1988 | was a research economist at the
New Jersey Board of Public Utilities. From 1989 to 1990 | was an analyst
with ECONorthwest in Eugene, Oregon.  From 1990 to 1993 | was a
utility economist and expert witness with the New Hampshire Office of
Consumer Advocate. From August 1993 to December 1998 | worked for
Commissioners John Hanger and Nora Mead Brownell of the

Pennsylvania Public Utility Commission (Commission).

| am familiar with electricity choice and the restructuring of Pennsylvania’s
electric utilities, especially PECO and PPL. | provided an affidavit on
behalf the Commission in U.S. District Court in the matter of PP&L v.
Quain -et. al. when PPL challenged the Commission's September 1998
order on installed generating capacity (“ICAP”). | have written two articles
in .The Electricity Journal dealing with issues at the core of the Settlement

— nuclear decommissioning and electricity competition.



Part One: Response to PPL’s Objections

Q. Can you comment on PPL’s objections to the Settlement?

A. | first want to state that | view PPL’s Objections as frivolous and an abuse
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of process. Itis hard to say whether PPL has polluted this record with t'his
filing more than it pollutes Pennsylvania's air with carbon dioxide (CO2),
nitrogen dioxide (NO), mercury and sulfur dioxides (SOx ). PPL has no
direct interest at stake in this proceeding. To meet the requirements of
standing, indeed, PPL can only say that the settlement may establish a
precedent with which it may disagree. This argument is frivolous, abusive,
and obstructionist and PPL knows that or certainly should know this for
the following reasons: First, it is well established that settlements do not
serve as binding precedent. Second, even were a case to produce a
precedent that may affect PPL or anyone else, the mere possibility or
even certainty that a case could produce an adverse precedent does not

create the requisite direct interest in the matter to justify standing.

It is also truly incredible that PPL now opposes distribution rate cuts for all
customers in the PECO service territory, including many who receive
generation service from PPL. This act is a very poor way to treat one’s

customers.

Moreover, it is insulting to this Commission for PPL to imply that past
settlements, including restructuring settlements, have treated PPL
unfairly. To begin with, no settlement affecting PPL has been approved
without PPL's agreement. Additionally, PPL's restructuring settlement
certainly treated PPL fairly as PPL's frequent positive, even glowing
statements about its current ﬁnancial' condition prove. These statements

combined with PPL’s buying spree in Montana, New England and around
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the world should shame PPL when it now implies unfair, past treatment.
Please elaborate.
Simply because a party envisioned a particular policy in January 1998

and carried it into each of the Settlements that transpired that year does
not mean that, as PPL states on page 13 (point 22), an idea was

" ‘precedentially used’ in the various settlements subsequent to the PECO

restructuring settlement. The provisions in one settlement that are used in
another settlement are merely original ideas that one party or another has
decided to include in each settlement they participate in. Since the same
parties participated in each settlement, there usually is a commonality of
settlement themes. PPL would have the Commission believe that PPL
was forced to agree to its settiement in August 1998. Similarly, PPL
implies that in any future seftlement PPL will be forced to live by
settlement provisions contained in this Settlement. This is, of course,
ridiculous. All PPL need do is not agree to something that it does not
wish to accept should any future settlement negotiations directly involving

PPL commence.

What is your second major point regarding PPL’s list of objections?:

PPL's characterization of the Settlement's wind programs is inaccurate,
misleading, and presents nothing more than the barest suggestion that
the wind provisions of the Settlement are not in the 'public interest. The
wind provisions of the Settlement do not “reward any single group or
individual” and neither the Sustainable Development Fund ("SDF") nor
Community Energy, Inc. were parties to this proceeding. Both
organizations are probably the most qualified funding mechanisms for
PECO’s investment.
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The SDF is already the recipient of PECO money in support of renewable
energy development, and the additional money targeted to new wind
development will enable it to better achieve its objectives. The SDF Board
includes a variety of parties and has been approved by the Commission.

SDF must file regular reports with the Commission concerning its program
investments. Any suggestion that it exists to reward any single group or

individual is contrary to fact and offensive.

PECO has also agreed in the Settlement to support a “wind block”
program, just as renewable energy blocks are presently offered by Pacific
Corp in Utah (100 kWh blocks of new wind), Public Service Company of
Colorado along with four other utilities in Colorado (100 kWh blocks of
new wind), Wisconsin's Madison Gas & Electric Company (150 kWh
blocks of 100% new wind), Wisconsin Electric Power Company (100 kWh
blocks of 75% new renewables, including landfill gas, wind and hydro to
large commercial customers), and Tennessee Valley Authority (150 kWh
blocks of 100% new renewables [solar, wind and landfill gas]). The
agreement by PECO to help develop a wind block program in its service

territory is forward looking.

The selection of Community Energy, Inc. to develop the wind block
program provides tremendous advantages. The President of Community
Energy, Inc., Brent Alderfer, although he now lives and works in the PECO
service territory, helped develop the first wind block programs in 1997
when he was a member of the Colorado Public Utility Commission. The
Settlement requires that the wind block program be made available
through muitiple competitive suppliers and is subject to public reporting of
its program. Contrary to PPL's insinuation, Community Energy provides

a uniquely qualified and committed organization that is able to deliver the

~
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public benefit of this program investment by PECO.

Is investment in new wind energy contrary to market forces?

To the contrary, the wind block program uses market forces to pay the
costs of wind power and produces new wind resources in direct proportion
to market demand. The wind block program to be funded by PECO offers
blocks of newly developed Pennsylvania wind energy for purchase by

customers paying a specified monthly premium.

The Settlement’s wind investment is not a forced ratepayer contribution or
interference in the free market as PPL would have the Commission
believe. The wind energy from the investment to which PPL objects wilt
be sold to retail consumers in the PECO service territory. Retail
consumers wiil purchase the 6utput of the Settlement's wind investment —
but only in a competitive market. The settlement’s wind programs are not,
as PPL would have it, forced consumption or forced construction of wind
generating capacity. In fact, just the opposite is true. There is demand
for clean renewable electricity in Pennsylvania. The Settlement facilitates
the construction of needed new renewable capacity that thousands of

consumers want.

Can you respond to PPL's ‘market failure’ argument at page 25 of

their objections?

PPL mékes the incredible statement that the wind investment aspects of
the settlement are evidence of some sort of market failure. As | noted
above, the wind investment program is not market failure. PPL also lacks
the intellectual honesty to point out the biggest example of market failure
— its own Restructuring Settlement. Let us not forget that a PPL
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consumer wishing to purchase renewable energy must pay a premium
over market prices because PPL's competitive transition charge raises the
delivered price of a renewable product by over 1.5 cents/kWh for the

normal customer.
Please elaborate. How does PPL’s CTC interfere with the market?
A PPL residential consumer can purchase a 50% renewable product for

6.03 cents/kWh but must also pay a premium over the PPL residential

shopping credit in order to do so. This is because the customer must pay

“over 1.5 cents/kWh to PPL for PPL’s generation investment that is no

longer economic. If PPL were not interfering with the free market for
electricity, this consumer would have to pay only a very small premium for
purchasing renewable power in PPL's service territory. As it stands now
PPL effectively tells the consumer “we [PPL] realize the market price for
renewable power is 6 cents/kWh, but PPL has made past investments
that are not economic. We are required to force you, the consumer to pay
for our past investment mistakes. While we are sorry to interfere with the

free market for electricity, we have to remain viable."

No matter what PPL says in response to this, it is clear that the PPL CTC
directly interferes with free market principles. PPL’s electric restructuring
settlement awarded PPL approximately $5 billion in stranded cost charges
over an 11-year period starting in 1999. Let us also not forget that PPL's
settlement provided PPL with sufficient above-markét resources for PPL
to purchase the generating portfolios of Montana Power and Maine's
Bangor Hydro-Electric. These purchases were facilitated by the generous
settlement that PPL was “subjected to” in August 1998. For PPL to
criticize the Settlement's wind provisions as “market failure® while PPL's

stranded cost charges interfere massively with Pennsylvania’s electricity

7



market each year until 2009 is supremely hypocritical. Note that as an
advisor to a Commissioner during the PPL restructuring settlement |

supported that settlement. | bring up the above points because PPL has

challenged the Settlement's renewable investment as market failure.
Is there anything else you find inconsistent in the PPL Objections?

| addition, | find PPL's criticism of the wind investment curious. Coming
on the heels of receiving a grant for a science and nature center at Lake
Wallenpaupack, PPL’s quéstioning of the Settlement's wind program is
puzziing. It also is puzzling because PPL is among the largest polluters
in the Commonwealth. Four PPL plants (Sunbury, Montour, Martins
Creek and Brunner Island) release over 20 million tons of carbon dioxide,
40,000 tons of nitrogen dioxide and over 235,000 tons of sulfur dioxide
annually into the atmosphere. These plants also release over a ton of
mercury. In fact, the Pocono's Lake Wallenpaupack has a fish advisory
for mercury contamination. Mercury is one of the most toxic substances
on earth. A small fraction of a teaspoon annually falling into a moderate

sized lake could contaminate its fish so making them unsafe to eat.

PPL's massive pollution contributes to many of Pennsylvania’s most
serious environmental problems. Pennsylvania’s acid rain problem
threatens our forests and streams. PPL’s huge SOy emissions aggfavate
these threats. Moreover, more than 14,500 Pennsylvanians were seen in
emergency rooms last year suffering from respiratory problems
attributable to dirty air. PPL's huge NOx and SOy emissions certainly do
not help Pennsylvanians with lung conditons.  PPL’'s Montour and
Brunner Island plants have NOy rates 250% times the amount that would
be the case if Brunner Island was equipped with modern control

technology.
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Part Two: The Settlement Improves Pennsylvania’s Environment

Q.

Describe the settlement’s wind investment provisions?

The Settlement provides that PECO will provide a total of $32 million in
support of renewable energy, of which $24 million is newly committed
funds and the remainder is an accelerated payment of funds previously
committed to the Sustainable Development Fund (SDF). Of these
commitments, PECO will contribute $15.5 million to support new wind
energy development, enough to build turbines to produce more than 30
mW of wind power. This will enable construction of sufficient renewable
power for 7500 homes each year, and will remove 51,000 tons of carbon
dioxide from the air, reducing global warming. This is the equivalent of
planting 7.2 million trees or not driving 126 million miles. The benefits of
a growing renewable energy presence in Pennsylvania are significant.
They include increased permanent and construction employment levels,
the development of “second crops” for farmers based on the land leased
to the developers of wind projects, and increased tax revenues for local

governments are all benefits associated with renewable energy.

PECO also will provide $4 million for installation of rooftop photovoltaic
panels to provide personal solar power. PECO will provide $2.5 million to

fund public education on renewable electricity.

. Please continue. What are the Settlement’s other provisions for

renewable power?

. The first aspect of the settlement addressing retail choice requires that

PECO engage in cooperative process to develop streamiined technical




requirements and procedures for the interconnection of renewable and

distributed generation facilities.

These Settlement provisions are designed to maximize pre-certification of
various facilities and avoid timely individualized reviews. In addition, the
Settlement requires consideration of system benefits to offset any charge -
to the developer for costs imposed on the system. The Settlement also
establishes a cooperative procedure to develop streamlined technical
requirements and procedures for the interconnection of renewable and

distributed generation facilities to PECO's facilities.

Finally, the Settlement provides that PECO will not charge any distribution
or transmission charges on interconnecting generators, unless the PUC or
FERC has approved such charges for all generation, including utility

generation.

. What is the impact of the settlements on renewable and distributed

generation in southeastern Pennsylvania?

The Settlement's provisions in these areas should reduce uncertainties
and expenses for developers of new renewable generation facilities, while
improving the safety, reliability and efficiency of PECO’s distribution

system.

What are the other key aspects of the settlement benefiting

renewable power?

The settlement provides that PECQO's “net metering” tariff will enable
consumers to better afford to install pollution-free solar panels on -their -

roofs or fuel cells in their basement. Since private installation of

10



distributed generation closer to the customer will reduce the need for
consumers to fund distribution system improvements and avoid “line
losses”, there is an improvement in overall distribution system integrity

and generation diversity.

Part Three: The Settlement Fa_cilitates Retail Competition in Southeastern

_Pennsylvania

Q. What are the benefits of the settlement for the Pennsylvania retail

18
19

20
21
22
23
24
25
26
27
28
29

market?

. The first obvious benefit is that PECO, will, on a first-comeffirst serve

basis provide suppliers with ICAP and price certainty. At roughly $20 per
kW-year, the agreement provides enough ICAP to allow over 50,000 new

Philadelphia-area customers to participate in the competitive retail market.

. Please comment on the Settlement provisions facilitating retail

choice.

. Four additional aspects of the Settlement specifically enhance electric

choice in Southeastern Pennsylvania.

1. PECO agrees not to market, advertise or promote its Provider of

Last Resort service January 1, 2004

2. PECO will reconcile transition charge revenues for all commercial
and industrial accounts as a single class, minimizing volatility of the

charges.

3. Large industrial customers are granted a one-tifne option to
terminate their PECO contract and switch to a competitive supplier.

11
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4. PECO and competitive suppliers wili identify contact personnel to
quickly resolve electronic data exchange problems. PECO will
provide licensed electric' and natural gas suppliers twelve-month
historical usage and billing data without charge, and PECO. will
review and revise customer load profiles for customers with
significant over or under deliveries rélative to their load profile over

a six-month period.

5. The Competitive Default Supply provisions of the Restructuring
settlement will be modified to improve the opportunity for
successful competitive bidding. An RFP will be issued on April 1,
2000, covering electric generation supply and capacity only, while
excluding customer care functions such as call center, collections
and billing. Bids must be received by May 1, 2000, and the winning
bidder selected by the Commission by July 1, 2000. The
settlement establishes a process of bilateral negotiations in case

no winning bidder is selected.
Can you comment on these aspects of the Settlement?

The above provisions are important additions or adjustments to the
current array of policies helping make Pennsylvania’s retail choice
become the most successful such effort in the US. The above provisions
are necessary to continue Pennsylvania’s commitment to retail choice in
the PECO service territory. They will also benefit green power consumers
who want clean energy products at the best possible price. Presently
about 80,000 Pennsylvania consumers have purchased some kind of

cleaner energy product.

12



Part Four: The Settlement protects consumers from unwarranted

Nuclear Decomissioning Expenses

Q. Please describe the Settiement’s nuclear decommissioning

aspects?

A. One of my big fears going into this case was that PECQO's distribution
consumers were somehow, some way, going to be stuck with a bill for
decommissioning either one or many of Uniéom's many reactors or one of
the Amergen reactors (for example Nine Mile Point 1&2, Oyster Creek,
Vermont Yankee or Clinton). My fear was that, because the concentration
of nuclear assets in one company was so large, a shift in
decommissioning assumptions (operating life of Unicom or Amergen
plants, decommissioning costs, inflation rates) could place - cost
responsibility for these plants on the backs- of Philadelphia-area

consumers.
Q. Please continue.

A. The settlement firmly insulates PECO customers from having to pay
decommissioning costs for Unicom plants, those co-owned by PECO's
unregulated affiliates, or those purchased in the future. For PECO
plants, consumer exposure to nuclear decommissioning cost increases is
limited. PECOQ will forego consumer payment for the first $50 million of
increased decommissioning costs and 5% of any additional increases.

 The settlement protects future generations from bearing the risk that
nuclear decommissioning costs obligations will not be inappropriately
foisted on due to cost escalations that are unforseen today.

13
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Q. At pagé 23, item 35 of its Objections, PPL states that the parties

should demonstrate how the settlement does not interfere with a
balance between consumer protections versus an under-financing of

nuclear decommissioning? Can you respond?

. PPL forgets that the Pennsylvania restructuring settlements already deal

with fundamental nuclear decommissioning responsibility and funding

levels.

The Settlement's nuclear provisions, insofar as PECO's nuclear
decommissioning plants are concerned, do not affect adversely meeting
this responsibility. The provisions of the Pennsylvania Electric
Competition Act that protect consumers from an under-financed nuclear

decommissioning scenario or a public safety issue are intact.

The Settlement’s provisions protecting consumers from PECO's interest in
the Amergen or Unicom plants are fundamental protection issues that | do
not believe PPL has any basis to criticize. | see no reason why a PECO
customer should bear any decommissioning responsibility for any
Amergen or Unicom nuclear plants.

Does this conclude your direct testimony?

Yes, it does.

14
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CORRECTIONS & CLARIFICATIONS

Page 17: REMEDIES:

1) PECO agreed not to import High Level Radioactive Waste onto Peach

Bottom;
2) PECO agreed not to utilize Mixed Uranium Oxide [MOX] fuel at Limerick,

Peach Bottom or Salem.

Clarification: PP&L also expressed interest in MOX and joined
a consortium of “electric companies considering the use of
plutonium [MOX] ieft over from the Cold War as fuel for their
nuclear reactors...Under the proposal, the utility companies
would burn fuel pellets that include small amounts of plutonium
oxide in addition to the pellets’ traditional ingredient, uranium
oxi%g.é.” (Ritchenya A. Shepherd, Assaciated Press, September
5, 1996. '

Page 20: REMEDIES:

1) PECO agreed not to import Low-Level Radioactive Waste onto Peach
Bottom;

2) PECO agreed not to use Mixed Uranium Oxide fuel at Limerick, Peach Bottom
or Salem.

Clarification: PP&L also expressed in MOX and joined a
consortium of “electric companies considering the use of
plutonium left over from the Cold War as fuel for their nuclear
reactors...Under the proposal, the utility companies would burn
fuel pellets that include small amounts of plutonium oxide in
addition to the pellets’ traditional ingredient, uranium oxide...”

( Ritchenya A. Shepherd, Associated Press, September 5, 1996.)
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On page Page 22, my Testimony read:

“To allow PECO to recover 100% of decommissioning funding from rate payers,
after the Company was awarded almost $10 billion is stranded costs as a resulf
of the 1998 Negotiated Settiement, would be a de facto endorsement of
corporate socialism.”

Correction: The $10 billion doliar figure is incorrect, and
should be supplanted by “5.26 biltion.”

Singerbly, ~ N

ric Jose hE Stéif
4100 Hillsdale Road
Harrisbirg, Penr}éylvania 17112
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Suite 500, 1735 NY Ave, N.W.
Washington, D.C. 20006

James H. Cawley, Esquire
Rhoades & Sinon - 12th Floor
One South Market Street
Harrisburg, PA 17108

Christopher B. Craig, Esquire
Senate Democratic Appropriations
Room 545, Main Capitol Building
Harrisburg, PA 17120

Daniel Clearfield, Esquire

Kevin Moody, Esquire

Wolf, Block, Schorr, & Solis-Cohen
212 Locust Street, Suite 300
Harrisburg, PA 17101

Joseph Otis Minott, Esquire
135 South 19th Street,
Suite 300

Harrisburg, PA 19103

John L. Munsch
Allegheny Power

800 Cabin Hill Drive
Greensburg, PA 15601

Patricia J. Clark, Esquire
Allegheny Energy Supply Co.
Roseytown - RR 12 Box 1000
Greensburg, PA 15601

Gregory K. Lawrence, Esquire
Sutherland, Asbill & Brennan

1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004-2415

Joseph A. Dworetzky, Esquire
Matthew A. Hammermesh, Esquire
Handley, Aronchick, Segal & Pudin
One Logan Square, 27th Floor
Philadelphia, PA 19103



John-Will Ongman, Esquire
Marc D. Machlin, Esquire
Pepper & Hamilton

600 Fourteenth Street, N.W.
Washington, D.C. 20005

Robert Jaffe, Esquire
Special Counsel to
Councilman David Cohen
City of Philadelphia
Room 588, City Hall
Phitadelphia, PA 19107

Christopher J. Townsend, Esq.
Piper, Marbury et al

203 N. La Salle Street, #1500
Chicago, lllinois 60601

Community Legal Services

Phil Bertocci, Esquire

1424 Chestnut Street, 4th Floor
Philadelphia, PA 19102

Counsel for CEPA, ACORN, TAG &
Action Alliance

Office of Small Business Advocate
Bernard Ryan, Esquire

Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101

Gregory J. Pastore
619 Pemberton Street
Philadeiphia, PA 19147

Respectfully sgbmitted,
Eric Joseph/Epstgin, Fro ge

4100 Hillsdgle Rdad

Harrisburg, PA 17112

DATE: April 19, 2000
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CITY OF PHILADELPHTIA

CITY COUNCIL
OFFICE OF THE PRESIDENT

ANNA C. VERNA
PRESIDENT
Roem 494 City Hall
Philadelphia, Pennsylvania 19107
686-3412-13 D D
Fax No. 563-3162 ; Z] @ [m =
! X 'S
COUNCILWOMAN - 2nd DISTRICT —_
& \'D
¥

A 110850 Foi

April 20, 2000

James J. McNulty, Secretary ; - D OC U M E N T

Pennsylvania Public Utility Commission 'z
Room 206 L, ,%m FOLDER

North Office Building L
Harrisburg, Pennsylvania 17120 o3
A =
Re:  Merger of PECO Energy Company gg?}f .
and the UNICOM Corporation ﬁ Z
> (2]

=

Dear Secretary McNulty:

Please be advised that there are no actions before the City Council of
Philadelphia in the above referenced matter, While individually Councilman
David Cohen has an action before the Commission regarding the PECO
Energy merger with UNICOM, it does not involve City Council as a whole.

If you have any questions, please contact me at 215-686-3412.

o @ﬁ%&@ﬂ:@ Sincerely, /
@ po0 n 2000 Cf g et a_

"ANNA C. VERNA

ACV/dmc



COMBRNWEALTH OF PENNSYLV@IA
PENSYLVANIA PUBLIC UTILIW
Co MM ISSIO N IN REPLY PLEASE
Office Of Administrative Law Judge REFER TO OUR FILE

P.O. Box 3265, Harrisburg, PA 17105-3265
April 21, 2000

In Re: A-110550F0147

(See letter of 2-22-00)

Application of PECO Energy Company

Pursuant to Chapters 11, 19, 21, 22 and 28 of the Public Utility
Code, for Approval of (1) a Plan of Corporate Restructuring,
Including the Creation of a Holding Company, and {(2) the Merger
of the Newly Formed Heolding Company and Unicom Corporation.

Cancellation Notice

This is te inform you of the following cancellations:

Type, Date: Initial Hearing - Tuesday, April 25, 2000
Further Hearing - Wednesday, April 26, 2000
Further Hearing - Thursday, April 27, 2000
Further Hearing - Friday, April 28, 2000

Time: 10:00 a.m. - all days
Location: Philadelphia
Presiding: Administrative Law Judge Charles E. Rainey, Jr.

Please mark your records accordingly.

pe: Judge Rainey
June Perry - BPL 111
Eric Levis - BPFL 101
Office of Trial Staff (2) _
Consumer Advocate W? .
Small Business Advocate L QCKETE
Bill Barrett - FUS L

Susan Licon APR 24 2000
Beth Plantz

[
£

corencer rite. DOCUMENT
EEF FOLDER



coMM@WEALTH OF PENNSYLVAf
PENNSYLVANIA PUBLIC UTILITY
COM MISSIO N IN REPLY PLEASE
Office Of Administrative Law Judge REFER T0 OUR FiLE

P.O. Box 3265, Harrisburg, PA 17105-3265
April 24, 2000

In Re: A-110550F0147

(See letter dated 04/21/2000)

Application of PECO Energy Company

Pursuant to Chapters 11, 19, 21, 22 and 28 of the Public Utility
Code, for Approval of (1) a Plan of Corporate Restructuring,
Including the Creation of a Holding Company, and (2) the Merger
of the Newly Formed Holding Company and Unicom Corporation.

Hearing Notice

This is to inform you that hearings on the above-captioned
case wWill be held as follows:

Type: Initial and Further Hearings @{)C«KET ED
Date: Wednesday-Thursday May 10-11, 2000

APR 25 2000
Time: 10:00 a.m. .
Location: In Hearing Room Number 1

Philadelphia State Office Building L)()(:tjﬂqupd}“

Broad and Spring Garden Streets

™ ™ ™~ .
Philadelphia, Pennsylvania f 5}! ?}ﬁff}
e el s E‘:t
Presiding: Administrative Law Judge Charles E. Rainey, Jr.

1302 Philadelphia State Office Building
1400 West Spring Garden Street
Philadelphia, PA 19130

Telephone: (215) 560-2105

Fax: (215) 560-3133

Please mark your records accordingly.



If you are a p.on with a disability, anc.:»u wish to
attend the hearing, wWe may be able to make arrangements for your
special needs. Please call Norma Lewis at the Public Utility
Commission:

e Scheduling Office: 717-787-1399

e AT&T Relay Service number for persons who are deaf or
hearing-impaired: 1-800-654-5988.

pc: Judge Rainey
Steve Springer, Scheduling Officer
Beth Plantz
Docket Section
Calendar File



