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unds of excess capacity.

andard it is.l v







couamawnE

return. Many observers would also argue that durmg‘ hat pe od aIIowad I

'i;market rate fov Iarge amounts of capxtal. Fmally, the flawed nature ‘o" his

:m ma]or generatmg‘ plant constructlon and hence are not '7 xposed to the excess;
;}capaczty penalty rxsk whxch Mr. Falkenberg gar as the‘p ‘mar reasor

o 'y;‘;ffmsk prermum on utxlxty secumtxes. None exhlbxts a cost of capltalv as low as.hx

Lol ~Y"o"u‘ mdxcated that "rxsk—sharmg" had beerx "proposed as a basm t‘or determmmg”th







to prefer other optxons. e

- i;Is Vlr. Chermck's proposal 1s sound"




mvestmg in- a rate ot‘ LreJ' P

condxtxon of PECO under Mr. Chermck‘s‘i proposal. Fxrstz _<the, competxtxve/ fxrmﬁ
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No‘ not remotelyu Exhlbxt WHH~31 shows the cheduler'iduratlon 0




"“lfcomplete. : By comparlson, a much larger number \,ot‘ ut1ht
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: 'shpped 54 months to December 1983. Thus’ Lxmemck;




-~ Edison declared LaSalle 1 to be in-service for accounting p

- October 20, 1982. However, the plant has been troubled by a.var:
~ operating problems until at least March of 1984, and Edison did riot declar:
-~ it.in operation until January 1, 1984 [reference omitted]. Its capaecity
;factkor]durinﬂg:1983‘iwa’s]on?lyk.,15.796“;,-iffo'm,:‘0¢t0bex“:g2Q'," )82 through the end of
© 1983, it generated no power at all for 243 days.... In the case of LaSalle,
. Edison has stated that during 1982-1983, Unit 1 was 'opérating but was still

. in startup testing, = -




EXCESS CAPACITY




".purposes. ~ Once a sstuatxcm of patentxal excess capacxt beg'lf‘""f to develot

f"world m whxeh the newly comple'ced capacxty“’ th ‘need S"contesfed

"_‘»‘does not exxst. To suggest that a utlhty buxldmg;_aylax:ge' tsaseload‘ umt should:r

e ;behave m au resgects as xf 11; Were not domg so ?xs,xllogxcal. e

e gCan you gwe a specxflc example of thxs 1llogxc"

A . ‘:Yes. i Mr.~,Chem1ck and some other mtervenor wntnesses_have t‘ocuse on‘ the 45 :

,,’f";’Qf Lxmerxck 1 is- excess. It :s 1mportant to note how Lve







shareholders.k Rather, I assume that w‘ /n a

ess" capacxty for a condltxon whlch isasa practxcal mat r un ;ou:la1 ‘ek /oul




,_ ,Exhxblt WHH-33 sum'

ﬁi’;_:f""‘;capltal addmons. Exhxblt WHH-36 shows that xt 'r  ”'




”enefxt from Lxmermk 1,

the estxmate; whxch







- Th cmflmsms are, fwst, sxmply that the presumptxon of capaclt ch ge

kf‘;The. prlmary foundatlon for thxs assumptmn is the PJM Interconnee_ro A

: _,,_"”Iavaxlabxhty and for . ‘incidental - deflcxencxes in capaclty due to sf‘the,
*‘lmpossmlhty of exactly matchmg capacxty mstallatlons to load ,growth. It

.. is not intended that any Party Hereto shalli ) ‘ ‘ '
i ,j;;‘:eapacxty to f!ﬂfﬂl xts obhgatxon hereunder. o

conomxcs of power supply.v At the txme th
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"ﬁ',,‘-‘~"eapacrty mto ratebase. , C‘nven the st'
















thhout surcease; is- tugher. :

The a\rerag'ed’




matxeally dxfferent results. , These results ame show .. ),on

' k‘WHH~40(c) WHH-40(a) is Mr.:;}




v ",f‘real termS- _ The base year number ris pproxxmately













reasonableness of hlS forecash - It compares ,‘he’ forecasted cost Vof,




"PWRs and IGSCC problems at BWRs.

The=e pnoblemsfhaVe t'*nded’t“ appear

f Q the thn'd replacement six Years later, hls fok,k cast ha 3 \rxsen to a'lex}el SUfflCle it
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‘the low capacxty factor for WPN~2 due to surpius hwc
grematux'e declaratmn of LaSalle in aomm’ rcxal oper‘” tion.

o ave you revered the 1985 da’ta on capacxty factors"

F <~nearly 64 percent. BWRs d1d not have a" particula‘

:noverqz" group, xmproved dramatxcally. . Tms mprovement was noted y |

L f,effect wculd persxst despxte a smgle good year.

Q Can you demonstrate tms fact‘?




"Protectxon Agency. I contrxbuted to a semmal EPRI study, pubhshed und

oal 'Task Force of the New England Regmn_ ;







ned mmes. The Federal Caal Mme He;




o .mmeable freserves. Wmie 1t 1s dxfflcult to 'plck a













_ thls statemeqt of the appropmate 1ssue 1s the recogmtlon that ‘wha the analysxs

6 o B

The second questmn is most easxly answezed.

: L‘be net of the tax effects. As stated m a recent draf 'kk'vEPRI ‘repor; *hoi

e 3 iﬁsteount Rates m Utxlxty Planmng The Revenue Requwements Method'

s e "The dlscount rate may alse mclude an ad;ustment for;,
& 'f“_kfmanemg' side effects. An example of a financing side effect
. “is the tax shield provxded by interest expense. ‘Debt financing”
- may generate project value over and above net operating cash -
' flows because interest payments sre deductable for corporate
L tax purposes. This side effect can be reflected direetly, by -
- adjusting cash flows, or indirectly, by ‘adjusting dzseount.
-]rates. The "wexghted averge eost of cap_xtal"‘ is al,

20 000 x .12 = 2400
80,000 X .10 = 8000

a,ooo x.35 (zsuu) {f {’1{ ‘







capltal In many cases, hurdIe rates are used to e aluate retums* '

: ny’was quxte puzzled by thls result smce most 0  the ¢ i

iof tax dxsccunt rate.‘ Upon revxewmg Mr. Falken"*

: fffe:words "dxscount rate" Were never used. 1 then rewewed the'questxonnaxref', porl'

.fevaluatlons by component. The "cost kof‘k" apx a




nswer he xs trymg to prove. In t‘act, I am sgrpmsed th




rxck 1. . In addmon, D lelSOl’l, a GEC w1t




: rtha"f,:purely economxc. : The Saudxs and theu- alhes:‘are ‘pmushmg




'certamly the economxc mcentxve 1s there - 011 pmces should' mse sxgmfxcant

Beovanewnn

a rlse m fuels pmces., Thzs at least had the virtue of

ratepayers from the effects of mgher pmces




: 'If Dr. Wllson's goal is unobjectmnable, why do you dlsag"i e th"" his proposal

concede, that Dr.v Wllson's proposal meets’ tt




i -'j'-;pex'cent. Exhxbxt' WHH—52 s,

that Dr. .leson's deadband xs unnecessar ‘:Jy narrow.

e .--_.".percent sharmg' of gams, the aggregate gam would be 686 rnllhon "ollars Thus

ok ad Dr. WxIson’s mcentwe schene been adopted ‘mdUS yw:de, the a IT
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 CONSTUCTION DURATION FoR ALL PLANTS
uunza CONSTRUCTION OR WITH CONSTRUCTTON -
| PERNITS as o7 nscsusza, 19?4.,-»;,,.

: ‘“jacmvanxan i
| YEBRUARY '86
 ESTTMATED
 GOMMERCIAL
 OPERATION
namz~;‘

snpw. 'ss EVA fa[”°

'CONSTRUGTION ~  DURATION
. sTaRT narz!  (MONTHS

; ”,-,V',Har-ao :
: _ :,,.T,'Apr-'?‘? e

BBLLE!‘ONT!! 2, Goairelian ‘_';gnyggg,f s ‘
e E choan, MareRY oo o0
o BRURSW“‘GK e Har-w . Sep=8

i ,CALVERT CLI?FS 2 ,Ap:'-‘?? e e
 CATAWEA 1 o Jun—-88%
- CATAWEA 2 S e June87
© . COMANCHE Pm 1 o Jan-86
. COMANCHE EEAK 2 ”;Qj? - JBl-87 -
O COOK, D2 . gul-78
- CRYSTAL RI’VER 3 S Maye77
. DAVIS-BESSE . Bep=77
. DIABLD cmon J. L May=-8%
- DIABLO CANYON 2° = = Nov-BS

' FARIBY, JOSEPH 1 - Dac=77
, JFARLEY, JOSEPE 2 = Jui-81 -
. FPERMI, BRRIC‘O 2o ocke8s
S0 GRAND GULP 1 L oulese O
e : BA’I‘C’B, BWIN ﬁ* 2;*: S -j‘.i'_;Sap-?S' S Fehey
5 ‘:?;'E°PE CRBEK ae';fh #wDoc-Bei';;.~*ki;,ﬁg,.h!
LI)ERICK 1 rab-ae;,ja
. MCGUIR®, WM 1 = Dee-81

. MCQUIRE, WM 2 i ;;,;Har—ad. R
e _~',f,aun~7a S




'4 ”iunan couswnucmxos oR WITH conswﬁuamzox-
 PERMITS A5 oF DECEMBER, 1574.

. ACTALOR
- PEBRUARY 'S8
 ESTDOTED
 COMMERCIAL  NUCLEAR REPORT
: OPERATIDR;f"f CONSTRUCTION
DATE

‘@szfsax ONO?RE & f/*?jgghuq-83. - S
.. . Apz-84
saqvoyanvz rg;.a;;b.au1~a1 e
BT, ) [ ,-_Dcc-n Lodh e
;f_sunnxa v:ae:n c.; . Jenee4
 BUSQUEHANNA 1 jtfu'jj”Jﬁn-Bafgk,k“‘:"f”°

J 07 BUSQUEHANNA 2 . Teb=85 .
., TEREE MILE. Ismm: 2  Dec-78 .
1 S . Vay=78
o AIVIN 1 "~¢af»r:%:3un-37’f~:“
;yocwna, ALVIN 2 “",:,s-p-asv.r

WASHINGTON ﬂUCLEAR 2. Dec-84
‘ . sepe8s
3 S‘ﬁ“ﬁ?;m~, 4




'°‘L?cossmnucmxon DURATION FOR ALL. Pnasms
 WITH COMMERCIAL OPERATION DATES
Arwza,aanuhsv 1  1ss0,

ACTUAL on;_x
rzanuany 186
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_connxac:nn-,;:__k
orsnawzon‘_ ~ CONS
Dawz'.,:fur

-k~3oct-ez.;gj“,;. «.
a;,*;qgﬁ-943i~;g;~w\jq,
4 ;‘fxay-87'.~<~- :
. Sep-B8 N
. Bap=88
jknhy-e7;;ﬂ»ﬂ<=;*
~ gun-8s
. Junes7
o Nov=s6
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. Jules7 ,
o May-ss . o
. Rovye8S .
-oJul-81 :
. Oek=88. o Q
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S ock=B8
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S Jun=-84 0
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A?TER JARU!RI 1, 198 "~

ac'mu. R .
nsamm ige e
 ESTIMATED ‘SEPT. 'as *rvav:jg  CACUL
. COMMERCIAL . NUGCLEAR REPORT CONSTRUCTIO
s opmmmn coxsmcrzon;; oom
"DATE A :

- dJun-Bz
 Oct-85
- Junesy
S Aug=83
s ]fJ‘ﬁ'847
o "!'ob-es el NG
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Bellefonte 2

” Bellefonte

- -lVogtle 1

SRR ‘Waterford 3

Catawba 2 ’

. :LaSalle 2

: 7_Lxmer1ck 1

o :-Catawba ’1

Bt .’,Graxi Guit 1

: ifSan Onot‘re 3

i ﬁALL PLANTS THEN SCHEDULED T¢

o ".ff,f‘Beaver Valley 2

i«Sharon Harms

 Susqueh hannaz

Susquehannal

E*chxblt WHH-3 :

 FUEL LOAD DATE SLIPPAGES
~ FROM THE END OF 1974

LOAD FUEL IN 1979 1981

IS’F 4 E‘LB
Forecast

’ 7*f 13/80;
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- EXHIBIT WHH-3:

utation of Split-Savings Capacity

. - intermediate




EEam

IMPACT OF SSES 2 RA'I‘ECASE FUELS SAVINGS VALU’S
e i ON LI“'IERICK NE‘I’ BENEFIT ESTIMATE -

L:Lmerlckauel Sav:.ngs ($;m
Valued ‘at SSES- $
Ratecasa Value




Equation §
‘a’as,ghgg;st;

Coaf

lfnn('wl_) S

o ncuwirsy

YEAR, !

¢ it




S Regresswn Output.
: 'constant B -0 2555
- Std Erp of Y Est e S0y 3

; i'\“f R Squared

S g"No. of observntxons -
S Degrees af Freedom

anm n",

x Coeff‘:cleat(s) 0-63’-0"*'1 .0

. _‘:'_;s:d Err of COef
. Tsarisie

150,76
163,90
N7 '.175,.17
8- 193.69
21086
28y
i 28.83
02 270.50 .-

"oqu.(s 1, ;f year :s

0ST< TMI FORALL PLant




] o;ections Usmg Eq. from ?age 1 of thls Exhx‘

8760 $170.
L8875 sz
$1,000 . sig
81,163
81,340
(11 81,54 20
6 s
52,050
362 s
’ 33,136 :
83,614
sk 16
$5,530. ¢
ST 88,372
o sL09 shm2 s
OSILNM9 38461
8216 89,750
w32 snems
L8437 812,946
Tooos1;562 14,918 :
oS98 s7,090 s

s




EXHl BIT g 400

L% Regression Output:”
f'Constanc = i
st EFe of ¥ Est
TR Squared ..
CooiiNesref: obscrvaCton
’\"Degrees o# Freedom

x COeffacuent(s)
s:d Eer ot Coef
T Statistlc

(Hllllons)
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o ,;Exmmt WHH-41

; _;jms'romc AVERAGE AND KEA ORECAS‘:
 LIMERICK 1 CAPITAL ADDITIONS
. G $/KW) -

Histomc :
Average e

Fmst-year capxtal addmons Were sometxmes substantlal, especxaﬂy fo rEj tors ‘decia

o be in commercial operation in the fourth quarter of the precedmg yes f'suggestui
that these ‘reactors were not’ quxte complete. Someinonessentlal constructxon was. alj
det‘erred to the first. refuelmg outag whlch,..for 12- onth re: '
full calendar year,of operatxon. g :
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- Regression Output:
e

| SddErcofYEst. o qzgq
" R-Squared 08
No.’of Obseryations =~ - Cee3
Degrees of Freedom =~ o @85

‘ AGEOLDER12 “SMAL

69 134

56.26 12 YERAG 3
5702 saes

9 55.86 20 YEAR AVG -
\ w2




Exhlblt WHH— ‘

o AVERAGE MINE pmcs BY USBM ?rzs/m T
i (19?2 Dollars per ShortTon)I

'Dlstrxct 1 i ‘Distriet 3

e

o D _1_/ Source'~ DOE/EIA-OIIS« "Coal Productxon" (annual edltxons)
AREE D . s. Bureau of’ Mmes, mmerals yearbook, 1953~ 1925

- T sttmct 1 comprlses west-central Permsylvama and very
R 'smau portxons of West Vn'girua and Maryland. e

e .lestrict 2 comprzses far-Western Pennsylvama. o

o ‘7 :‘ Dlstrxct 3 comprxses most of northern West Vu‘gxma. s

g/ Deflated thh GNP deflator. Source- Economxc Reportbf
the Presxdent, 1985, 9.60 ShL gt e

An Pennsylvama, dxstmct data not avatlable.
All of West Vlrgmxa, dxstnct data not availabl




Exhxbxt WHH-47

7; Averag_Dehvered Cost S/VIMBTU
: Nomxnai DoIIars :
g 'erotal Contract

. 395,":* ;0.394*
0441 C 0445 0 0433
0784 0,703 0.910
- 0.955 0 0,933 1.
- .0.976 - 1000 913 . 1.526
o 009 10041 0,925 140
. L195 1097
1680 - 1.507
1627 1443

: G ND. e?ﬂ,gmp;’asga%ta;aajﬁst to constantdollars




_BECEIPTSBY PECO'S COAL PLANTS
hed '(_C,o"s‘l::Q_firCQHI;JBfeg:ej_‘ipfcs,[Cents"“_,H»‘Millii;qn, tu;

 COST AND SULFUR CONTENT OF COAL

 Cromby

“All coal data are from DOE/EIA-0191, "Cost and Quality of Fu
- Ple nts."annual. TheGNP D_eflétbr w ‘ﬁSed;tQ;agdjﬁSt'fO'GQQSfan




' OF COAL
RECEIP’{‘S BY CONEMAUGH AND KEYSTON
(bOSt of Coal Recelpts “Cents per. Mxmon Bt:




coA‘ ,, MINING PRODUCTIVITY
(Av'T‘ er Miner/

and Scurces' DOE/EIA~—0118. Coal Productlon (a ual edxtxo } )f*
.S Bureau of 'wmes, Mmerals Year Book 1953-1975. :




Exhxblt WHH—51

£ INDEX or RAILROAD CHARGE-OUT PRICES;*!
. EASTERN DISTRICT
| (1947-1948 AVERAGE = 100)

e R Matemals “
7 Fuel - and Supphes
(Coal 6: 011) . v (Except Fuel)

105 10r' S
1121000 ‘,131 40‘:{”!-’,’]:7

- '_144,.*00; ¥
o 15L40
. 15, so

S !r158.60, e
oo1s8da1
oo 15784 0
159,18 . -

16188
oooo1eda7
016946 -

oot

118, 832;*} 1’; &

'135_44‘5 | 20
*‘zou 86

Camaas o0
40316
45591
carnse o lan
oeezsg

1257.41 . 4919
118310
1034, 47;: .
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