GPU Service Corporition

6 | | Sewice 100 imerpace Parkway
E M

Parsippany New Jersey 07054
201 263-6500

TELEX 136-482

Writer s Direct Diai Number

(201) 263-6013

December 7,

Mr. Richard H. Vollmer

Director, Three Mile Island-2 Support
Office of Nuclear Reactor Regulation
U.S. Nuclear Requlatory Commission
7920 Norfolk Avenue

Bethesda, Maryland 20014

Re: NRC Docket No. 50-289 -- THMI-1 Restart Proceeding

Dear Mr. Vnllmer:

In response to the NEC's supplementary reguests for finan-
cial information telecopied to C. W. Smyth on November 9,
1979, enclosed are eight copies of the following:

l. Response to Request No. 2 (unrecovered cost of TMI
replacement energy).

2. Response to Request No. 3 (description of Penelec's
temporary investments).

3. Response to Request No. 4 (TMI-1 capacity factor).

4. Response to Request No. 5 (final disposition of
PaPUC's TMI-1 show cause proceeding).

5. Response to Request No. 7 (revenue effect of rate
increases).

6. Additional response to Request No. 9 (developments
in PaPUC's consolidated Met-Ed/Penelec show cause

proceeding). 5
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Please acknowledge receipt of this material by signing,
dating and returning tue enclosed copy of this letter.
A stamped, pre-addressed envelope is enclosed for that

purpose.
Very truly yours,
(ff;ezi i&i&?é;;i
. D. Hafer
Vice President,
Rate Case Management
FDH/ret

cc: J. C. Peterson - With enclosures
H. Silver - No enclocures; to be distributed by NRC
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Person Responsible for Preparation:

F. D. Hafer, Vice President

Rate Case Management, GPU Service Corp.
Telephone: (201) 263-6013

Date: December 7, 1979

GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company
and Jersey Central Power & Light Company
NRC Docket No. 50-289
Three Mile Island Unit No. | Restart Proceeding

Response to NRC Staff's Supplemental Financial Information Request No. 2, tele-
copied 11/9/79 (item nurber refers to initial requests dated 9/21/79):

“(3) On what basis does GPU assume that current costs of TMI
replacement energy are not recovered? Explain in detail.”

Response:

As explained on pages 4 through 8 of our response to the NRC's Financial
Information Request No. 10-(c) dated 10/19/79, the energy cost adjustment
charges of GPU's subsidiaries were increased effective July 1, 1979 to reflect
the increases in energy costs the subsidiaries faced as a result of the TMI-2
accident. In order to moderate increases in charges to customers, however,
the energy clause charges were levelized over the l8-month period ended
12/31/80. On the assumption that TMI-1 would return to service by 1/1/80,
at the time “he clause in:reases were approved by the subsidiaries’state
commissions, it was assumed that this period would include low cost
nuclear generation from TMI-1 for 12 of the 18 months. As a result of the
delay in the return of TMI-l to service, which is not now expected to
occur until late 1980 at the earliest, and increases in energy costs
unrelated to the TMI-2 accident, particularly increases in oil costs, the
clause increases that became effective in July will not be sufficient to
fully recover the energy costs now projected for the subsidiaries, particu-
larly those projected for Met-Ed and Jersey Central. Met-Ed has accordingly
petitioned the PaPUC to increase its energy cost ad justment charge effective
1/1/80, as described in more detail in our responses to the NRC's Sipplemental
Financial Information Request No. 9 dated 11/6/79 and 12/7/79, and a filing
with the NJ BPU to increase Jersey Contral's energy cost adjustment charge is
planned for early 1980.
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Person Responsible for Preparation:
J. G. Graham, Treasurer

GPU Service Corporation

Telephone: (201) 263-6130

Date: December 7, 1979

GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company
and Jersey Central Power & Light Company
NRC Docket No. 50-289
Three Mile Island Unit No. 1 Restart Proceeding

Response to NRC Staff's Supplemental Financial Information Request No. 3, tele-
copied 11/9/79 (item number refers to initial requests dated 9/21/79):

"(3) Describe the "vemporary investments' under "external financing"
that are projected for GPU and Penelec".

Response:

GPU's, i.e., Penelec's temporary investments shown for the year 1980 in our
response to the NRC's Financial Information Request No. 5 dated 10/17/79 represent
the utilization of temporary excesses of available cash over cash requirements.
Penelec, the GPU Company least affected by the TMI-2 accident, is projected

to have excess cash available from time to time in 1980, and correspondingly
would invest such funds in typical short-term instruments such as commercial
paper, treasury bills and the like.
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Person Responsible for Preparation:
R. C. Arnold, Vice President
Generation, GPU Service Corp.
Telephone: (201) 263-6290

Date: December 7, 1979

Page | of 2

GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company
and Jersey Central Power & Light Company
NRC Docket No. 50-289
Three Mile Island Unit No. 1 Restart Proceeding

Response to NRC Staff's Supplemental Financial Information Request No. 4, tele-
copied 11/9/79 (item number refers to initial requests dated 9/21/79):

“(4.a) Provide justification for the assumed 71 percent plant
capacity factor for T™I-l. Indicate the actual plant capacity
factor experienced by TMI-l when it was in commercial opera-
tion. Provide total (GPU) operating cost estimates assuming
plant capacity factors of 50 percent and 60 percent.”

kesponse:

The 71% annual capacity factor projected for TMI-1 following its return to
service (i.e., for the years 1981 through 1985) reflects two basic assumptions:
(1) that the unit will undergo a normal refueling outage of 6 weeks duration
each year, and (2) that the unit will experience a 20% forced outage rate dur-
ing the remaining hours of the year.

Based on TMI-1's past performance, which the table below shows has been
significantly better than the naticnal average for all nuclear units, which
in the aggregate have achieved a lifetime capacity factor of about 60%, the
71% capacity factor projected for TMI-l is conservative.

Annual TMI-1 Generation

1974-1978
Net Gen. Capacity

Year (Gwh) (1) Factor (%) (2)
1974 (4 months) (3) 1 978 87.8%
1975 5 542 8l.5

1976 4 336 63.6

1977 5 463 80.4

1978 5 674 83.5
Lifetime through 1Y/8 22 993 18.04

(1) Total unit (owned 50% by Met-Ed, and 25% each by Penelec and Jersey Central).

(2) Ratio of the unit's actual generation to its maximum possible generation,
based on the unit's current net summer rating of 776 MW.

1548 005
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In response to the req: for estimates of TMI-1's total operating costs
assuming capacity factors = and 60 percent, reference is made to our re-
sponse to the NRC's Financ :: (nformation Request No. 4-(a) dated 10/15/79.

That response projected the following operating, maintenance and fuel expenses
for TMI-1, based on a 71% capicity factor:

Projected TMI-1 Operating
Expenses as Budgeted
($ millions)
1981 1982 1983 1984 1985

0&M Expenses Other Than Fuel $24.8 $§27.4 $30.0 $32.9 $36.2
Fuel Expense 11.6 14.4 17.5 20.0 23.2
Total Operating Expenses $36.4 S41.8 §47.5 $52.9  §$59.4

Since the non-fuel operating and maintenance expenses of a base load gen-
erating station are essentially fixed, i.e., do not vary with unit output,
TMI-1's fuel expense is the only expense that would vary significantly if TMI-1
were to operate at capacity factors of 50 and 60%. At these assumed capacity
factors, the unit's fuel expense is projected to be as follows:

Projected TMI-1 Fuel Expense
at Lower than Budgeted Capacity Factors
($ millions)

1981 1982 1983 1984 1985

607% Capacity Factor $ 9.8 $12.2 S§14.8 $16.9 $19.6

50% Capacity Factor $ 8.2 $10.1 $12.3 $la.l $16.3

Accordingly, the total operating cosis projected for TMI-1 would be re-
duced to the following levels, assuming 50 and 60 percent capacity factors:

Total Projected TMI-1 Operating Expenses
at Lower than Budgeted Capacity Factors
($ millions)

1981 1982 1983 1984 1985
607% Capacity Factor $34.6 - $39.6 $44.8 $49.8 $§55.8
50% Capacity Factor $33.0 §37.5 $42.3 $47.0 §52.5
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Person Responsible for Preparation:
F. D. Hafer, Vice President
Rate Case Management, GPU Service Corp.

Telephone: (201) 263-6013
Date: December 7, 1979

GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company
and Jersey Central Power & Light Company
NRC Docket No. 50-289
Three Mile Island Unit No. | Restart Proceeding

Response to NRC Staff's Supplemental Financial Information Request No. 5, tele-
copied 11/9/79 (item number refers to initial requests dated 9/21/79):

"(4.,b) Notify the Staff of the final disposition of the PaPUC
show cause proceeding regarding the inclusion of TMI-1 capital
and operating costs in the rates of Met-Fd and Penelec”

.

Response:

We will furnish the NRC with a copy of the PaPUC's final! order in this
proceeding, which we currently estimate will be concluded by the end of March,
1980.

1548 007
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Person Responsible for Preparation:
F. D. Hafer, Vice President
Rate Case Management, GPU Service Corp.

Telephone: (201) 263-6013
Date: December 7, 1979

GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company
and Jersey Central Power & Light Company
NRC Docket No. 50-289
Three Mile Island Unit No. | Restart Proceeding

Response to NRC Staff's Supplemental Financial Information Request No. 7, tele-
copied 11/9/79 (item number refers to initial requests dated 9/21/79):

"(10.c) Indicate the revenue effect of rate increases granted, both
in the year granted and in the subsequent year. If the subsequent
year is not known, annualize amounts received in the year granted."

Response:

This information is available from our response tc the NRC's Financial information
Request No. 10-(c) dated 10/19/79. However, we do intend to summarize the

10-(c) material and complete our response to the NRC's Supplemental Financial
Request No. 8, and accordingly will mail this information to the NRC Staff

on Monday, December 10, 1979.

1548 008



Person Responsible for Preparation:
F. D. Hafer, Vice President
Rate Case Management, GPU Service Corp.

Telephone: (201) 263-6013
Date: December 7, 1979
Page 1 cf 2

GENERAL PUBLIC UTILITIES COKPORATION
Metropolitan Edison Company, Pennsylvania Electric Company
and Jersey Central Power & Light Company
NRC Docket No. 50-289
Three Mile Island Unit No. | Restart Proceeding

Additional response to NRC Staff's Supplemental Financial Information Request
No. 9, telecopied 11/9/79 (item number refers to initial requests dated

9/21/79):

"(10.b and 10.c) Subsequent to our September 21, 1979 request,
it was reported (Wall Street Journal, November 2, 1979, p. 12)
that the Pennsylvania Public Utility Commission (PPUC) issued
a show cause order to Met-Ed regarding the company's ability
to provide utility service in Pennsylvania. Provide copies of
the PPUC order and copies of Met-Ed's response to the order,
when available. Continue to keep the NRC Staff informed of
all developments in the show cause proceeding. Provide copies
of all subsequent PPCU orders and other directives and Met-Ed
responses related to this proceeding.”

Response:

As an additioral response to this request, enclosed are copies of the
following:

PaPUC's prehearing order in Docket No. I-/9040308 entered
11/30/79.

2. Met-Ed/Penclec motion in Docket No. I-79040308 dated
11/29/79 requesting expedited treatment of Met-Ed's
energy clause increase petition, and resolution of
"used and useful” issue with respect te TMI-l.

3e Material filed with the PaPUC in Docket No.I-79040308
on 12/6/79, consisting of the following:
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Page 2 of 2

Continued

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

Met-Ed/Penelec Statement A (statement of F. D. Hafer in support
of Met-Ed's petition to increase its energy cost adjustment charge),
and Exhibit A-3 (actual and forecast Met-Ed energy cost data).

Supplement 1 to Met-Ed/Penelec Statement B and Exhibit B-3
(statement of Met-Ed's energy clause revenues, expenses and
deferrals for the four-month period July-October, 1979; witness:
D. L. Buff).

Met-Ed/Penelec Exhibits D-1, D-2, D=3, D-4 (various Met~Ed/NRC
correspondence related to TMI-1, including the NRC's order
and notice of hearing dated 8/9/79; witness: R. C. Arnold).

Met-Ed/Penelec Statement E and Exhibit E-1 (overview of GPU's
capacity planning, past performance of TMI-1 and economic benefits
attributable to the unit; witness: B. H. Cherry).

Met-Ed/Penelec Statement G and Exhibits G-1, G-2, G-3, G-4 and
G-5 (power pooling agreements, estimates of savings in energy

costs attributable to TllI-related short-term power purchases;

witness: E. Newton, Jr.).

Met-Ed/Penelec Statement H and Exhibit H-1 (Met-Ed sales forecast,
year 1980).

Met-Ed/Penelec Statement I (description of GPU's efforts to
reduce the cost of TMI replacement energy by entering into
favorable short-term power purchase agreements with other
utilities; witness: R. H. Sims).

Met-Ed/Penelec Statement .Y and Exhibit J-1 (rate comparisons,
Met-Ed versus neighboring utilities; witness: E. F. Carter).



A
PENNSYLVANIA
PUBLIC UTILITY COMMISSION
Harrisburg, PA 17120
Public Meeting held November 29, 1979
Commissioners Present:
W. Wilson Goode, Chairman
Michael Johnson
James H. Cawley e
Susan Shanaman
Linda C. Taliaferro
Pennsylvania Public Utility Commission, et al.
V. Docket No. I-72040308
Metropolitan Edison Company and Pennsylvania
Electric Company, Respondents
PREHEARING ORDER
BY THE COMMISSION:
This order supplements the prehearing order issued at this docket
on November 16, 1979. On November 27, 1979 a further prehearing conference
was held before the Commission presiding en banc. This order contains the
rulings and determinations at that prehearing conference.
A. Conduct of the hearings.
Upon che oral motion of the Staff, the presiding commissioners ruled
that the decision or decisions of the Commissior on the merits in this proceeding
will be issued as an initial decision or decisions subject to the filing of
exceptions by the parties within a specified time and the ruling of the Commission
on those exceptions.
B. Parties.
The presiding commissioners allowed the intervention of the following
additional persons:
11. Mrs. Patricia A. Smith ]548 0] ]
12. Pennsylvania Foundrymen's Association and Lebanon
Stecl Foundry of Lebanon, jointly ("Pennsylvania
Foundrymen's Association, et al.")

13. Universal Cyclops Corporation, Electralloy Corporation,
Erie Malleable Iron Company, Franklin Steel Company,
National Forge Company, Proctor & Gamble Paper Products
Company, Talon Textron and Welch Foods, Inc., jointly

. ("Universal Cyclops Corporation, et al.")
s,
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A ruling was deferred on a request tec intervene by Lehigh-Pocono
Committee of Concern. The Committee was directed to confer with counsel for
the Office of Consumer Advocate to determine whether the Consumer Advocate
could represent the Committee's interests.

A ruling was also deferred on a petition to intervene filed by the
New York Attorney General's Office, Robert Abrams Attorney General ("NYAG").
In response to the NYAG's request to promptly receive all documents filed in
this proceeding, the Secretary was directed to serve a copy of all documents
hereafter received, at reasonable cost, on the NYAG.

C. Issues.

Respondent Metropolitan Edison Company ('Met Ed") orally moved, in
the alternative, that the presiding commissioners:

(a) sever the matter of Met Ed's Petition for Modification
of the June 15, 1979 Order and decide that matter expeditiously,
or

(b) expeditiously hear and decide the matter of Met Ed's
Petition for Modification within the context of these proceedings.

The presiding commissioners refused to accept the oral motion of Met Ed
as stated above, and directed that any written petition on this matter be filed
not later than Thursday, November 29, 1979. The parties were directed to file
their comments to the Met Ed petition not later than noon on Friday, December 7,
1979.

Respondents, Met Ed and Pennsylvania Electric Company, stated their
intent to use calendar year 1980 data as the basis for calculating and presenting
the effects of removing the costs associated with Three Mile Island, Unit No. 1.
The presiding commissioners directed all parties to file comments separately on
this issue not later than noon on Friday, December 7, 1979.

D. Scheduling of hearings.

The presiding commissicners set December 10, 11 and 12, 1979
in Hearing Room No. 1 in Harrisburg, Pennsylvania for the initial hearings
in this proceeding.

The Respondents agreed to submit prepared direct testimony one week
in advance of hearings at which the witnesses will be available for cross-
examinacion.

The subject matter of the initial hearings will be the matter of
Met Ed's Petition for Modification. Subsequent hearings will address the

status of Three Mile Island, Unit Yo. 1.
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o 3 -

This order may be amended or supplemented as additional matters
relating to the conduct of these proceedings are considered; THEREFORE,

IT IS ORDERED:

That this order shall be served on all parties to

this proceeding.

(SEAL)
ORDER ADOPTED:

ORDER ENTERED:

BY THE COMMISSION,

:;;w PRt r

.—‘-"""7 J J a ./v

.-_.;1_: C A I 2 s :'.A ’ o & W "‘J'L/Oq{)oi)} -
s

William P. Thierfelder

Secretary

November 29, 1979
November 30, 1979
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530 PENN SQUAREZ CENTER
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FE SaR READING, PA. 19603

25T 2l W. EDWIN OGDEN —

EOL 0 ERIC LB STRANN 215-372- 4761 SRS TR
KBy g COUNSEL

SY L0 o ALAN MICHAEL SELTZER

= et S R November 29, 1979
RWT"!' 7.

3

NGV 2 91979
Mr. William P. Thierfelder, Secretary : SECRE]ARYS
Pennsylvania Public Utility Commission El_gﬂ‘gm QCOIS;FIQZ“

~ A5 A A P. O. Box 3265
fe T Harrisburg, Pennsylvania 17120

§ Re: Metropolitan Edison Company and
Pennsylvania Electric Company
Docket No. I-79040308

Dear Sir:

Enclosed herewith on behalf of Metropolitan
Edison Company and Pennsylvania Electric Company is an
, - ., original and five copies of a written procedural motion
i =7 "7 '+ which confirms the oral motion made at the Prehearing
: Conference in the above procezding on @écember 27, 1979.

YWovember
Very truly yours,

RYAN, RUSSELL & McCONAGHY

Samuel B. Russell
SBR/mp
Enclosures

ce: The Honorable W. Wilson Goode, Chairman )

The Honorable James Cawley ) with copy of
The Honorable Michael Johnson ) enclosure
The Honorable Susan Shanaman )

‘ , The Honorable Linda C. Taliaferro )

1548 014



V‘»Hetropolitan Edison Company :

% Vs e WA, WeAP R S, T AN ey Ses R, e e o

BEFORE THE

PENNSYLVANIA PUBLIC UTILITY COMMISSION

»bPennsylvania Public Utility

Commission et al.
Docket No. I-79040308
v.

and Pennsylvania Electric
Company, Respondents

MOTION OF METROPOLITAN EDISCN COMPANY ("MET-ED") AND
PENNSYLVANIA ELECTRIC COMPANY ("PENELEC") REQUESTING:

A. A SEVERANCE (FROM THE PRESENT CONSOLIDATED PROCEEDINGS)
OF MET-ED'S PETITION FOR MODIFICATION OF THE ENERGY CLAUSE
CHARGE FIXED FOR MET-ED UNDER THE COMMISSION ORDER ENTERED
JUNE 19, 1979 AT THE ABOVE DOCKET, OR, IN THE ALTERNATIVE,
REQUESTING EXPEDITED HEARING AND DECISION WITH RESPECT TO
THAT PETITION IN THE PRESENT CONSOLIDATED PROCEEDINGS, AND
B. AN INITIAL DECISICH WITH RESPECT TO THE FIRST ISSUE
RAISED UIIDER THE COMMISSION'S ORDER TO SHOW CAUSE ENTERED
SEPTEMBER 21, 1979, NAMELY, "WHY TMI-1 SHOULD BE CONSIDERED
USED AND USEFUL IN THE PUBLIC SERVICE".

To the Pennsylvania Public Utility Commission:

Al Request For A Severance, Or, In the Alternative,
For Expedited Hearing and Decision, Within the
Present Consolidated Proceeding, on Met-Ed's
Petition for Modification of Its Energy Clause
Charge

L. By Order entered Jvne 19, 1979 at the above
docket, the Commission suspended the normal operation of
Met-Ed's energy clause (which is the standard form of electric
utility energy clause prescribed by the Commission at I.D. 214)
and fixed a non-fluctuating or "levelized" energy clause

charge in the amount of 8.8 mills per kwh (i.e., 8.4 mills
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for energy costs and .4 mills for the associated gross
receipts tax) to be collected by Met-Ed during the eighteen

nonth period commencing July 1, 1979.

2. By its petition filed on November 1, 1979,

Met-Ed requested that the Commission modify ite aforesaid Order

by increasing the above mentioned levelized 8.8 mills per
kwh charge by an amount of 6.9 mills per kwh. That petition,
together with the attachments thereto, is incorporated
herein by reference pursuant to 1 Pa. Code §33.3.

- At its public meeting on November 8,
1979, the Commission consolidated, for purposes of hearing,
its Orders to show cause issued at the above docket under
dates of September 21, 1979 and November 1, 1979, and
Met-Ed's petition for modification.

. By its memorandum filed on November 23,
1979 in response to the Commission's Prehearing Order dated
November 16, 1979, Met-Ed stated a number of reasons why a
prompt hearing and decision with respect to its petition is
of such importance to Met-Ed and its ability to serve its
customers. That memorandum is incorporated herein by refer-
ence pursuant to 1 Pa. Code §33.3.

S Since the entry of the Commission's Order
on June 19, 1979, various factors have changed, causing in-
creases in the experienced and anticipated levels of Met-Ed's
energy costs. Such changes are detailed in Met-Ed's petition

for modification.
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6. As appears from Table 3 attached to Met-
Ed's petition for modification of its energy clause charge,
Met-Ed's energy costs for the six months ending December 31,
1979 are expected to average approximately 25 mills per kwh.

7. Under the Commission's above mentioned
June 19, 1979 Order, Met-Ed is permitted to collect currently

a total of 16.4 mill. of energy costs per kwh of energy fur-

nished to its customers, namely, 8 mills of energy costs per
kwh via its base rates and 8.4 mills of energy costs per kwh
via its energy clause.

8. If Met-Ed's energy clause had operated
in its normal mode since June 30, 1979, (a) the amount of
Met-Ed's uncollected energy costs (and the amount of its
short-term bank borrowings which had to be incurred to
finance such uncollected costs) would be substantially less
than is presently the case and (b) the amounts of the energy
clause charges to customers since June 30, 1979 would have
correspondingly been substantially greater than the amounts
recovered under the levelized charge fixed by the Commission.

9. The greater the delay in modifying Met-
Ed's presently inadequate energy clause charge, the greater
the increase that will have to be made later (a) to recover
the rapidly asccwnulating and uncollected energy costs and
(b) to prevent the exhaustion of Met-Ed's short-term borrowing
capability (which has to be utilized to finance such un-

[ D '

See Appendix A to Respondents

1548 017
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above mentioned memorandum filed on November 1, 1979.

10. Although an electric utility's energy
costs represent by far the largest component of that utility's
cost of serving its customers, such energy costs are easily
and readily identifiable.

11. The Commission, on a number of occasions

~in the recent past, has very quickly made adjustments, on an

emergency or expedited basis, in the levels of electric
utility energy cost charges.

12. 1In order to provide for the urgently
needed expedited hearing and decision on the petition to
modify its energy clause charge (which Met-Ed urres to be
accomplished by January 1, 1980), Met-Ed requests that the
Commission either (a) grant a severance of that petition
from the present consolidated proceedings (so that it may be
the subject of expedited hearing and decision as a separate
proceeding) or, in the alternative, (b) provide for expedited
hearing and decision on that petition within the context of

the present consolidated proczedings.

B. Request That An Initial Decision Be Made
As To Whether Three Mile Island Unit No. 1
("TMI-1") Should Be Considered Used and Useful
In The Publie¢ Service

13. By its Order entered September 21, 1379,

the Commission Ordered Met-Id and Penelec to show cause with

1548 018
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"(1) why TMI-1 should be considered used
and useful in the public service, and

(2) why all of the costs associated with.
TMI-1 should not be removed from their respective
base rates.”

1l4. The first of such issues involves the
determination of a conclusion of law which is common to both
6f the Respondent companies.

15. The determination of the second of such
issues involves the necessity of developing, with respect
to each of the two Respondents, Met-Ed and Penelec, a separate
base rate case record related to a timely test year period,
including the necessarily detailed base rate case direct
testimony and cross-examination of the various witnesses of
each of the Respondents as well as the witnesses presented
by the Commission Staff and the various other parties to the
proceeding.

16. 1If the first of such issues is the sub-
ject of an initial decision and if such decision concludes
that TMI-1l continues to be used and useful, there will be no
necessity for the subsequent presentation of evidence,
conduct of hearings or any determination with respect to the
second of such issucs.

17. While this matter does not invol;e the
high degree of urgency for an early decision as is the case
with Met-Ed's above mentioned petition for modification of

its energy clause charge, the making of the requested initial
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decision (on the foregoing first issue concerning TMI-1)

with reasonable promptness during the course of the present
proceedings offers the possibility of achieving substantial
savings in the amounts of time and effort that might other-

wise be required on the part of the Commission, its Staff

and the parties to the consolidated proceedings.

18. Therefore, Met-Ed and Penelec join in
the suggestion made at the Prehearing Conference on November
27, 1979 by counsel for the Senior Power Action Group and

submit that it is in the public interest that an initial

decision be made, as promptly as possible during the course
of the present proceedings, with respect to the aforesaid
first issue raised under the Commission's September 21, 1979
Order to show cause.

Respectfully submitted,

g 7 ”
Dated: November 29, 1979 (:?;',,Q,Z/ i&%-ﬂﬁ’jy

Famuel B. Russeil
Ryan, Russell & McConaghy
Attorneys for
Metropolitan Edison Company
and
Pennsylvania Electric Company

0f Counsel
James B. Liberman
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Met-Ed/Penelec Statement A
Witnesses: J. G. Graham
F. D. Hafer

Statement of F. D. Hafer In Support of Met-Ed's
Petition to Increase Its Levelized Energy

Cost Adjustment Charge

Would you please state your name, address and occupa-

tion.

My name is F. D. Hafer and my business address is 100
Interpace Parkway, Parsippany, New Jersey. I am Vice
President, Rate Administration, of GPU Service Corp-
oration ("Service Company"), a subsidiary of General
Public Utilities Corporation ("GPU"), the owner of

all of the common stock of Metropolitan Edison Company
("Met-Ed") and Pennsylvania Electric Company ("Penelec").
A brief summary of my educational and professional

background is attached as Appendix A.
What is the purpose of your testimony?

Together with witness John G. Graham, Treasurer of GPU,

I am testifying in support of Met-Ed's petition for a

6.9 mill increase in its levelized energy cost adjustment
charge filed in this docket on November 1, 1979. That
petition has been marked for identification as Met-Ed/

Penelec Exhibit A-2,
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Q. With respect to the clause petition, could you distinguish

the areas of your responsibility and those of Mr. Graham?

A, Yes. A major factor affecting the determination of
the level of the clause increase Met-Ed has requested was
its projected level of short-term debt during the year
1980, as shown by Figures 1| and 2 of Appendix B to
Exhibit A-2., Figure |l shows that without a revision in
Met-Ed's 8.8 mill level charge currently in effect,
Met-Ed's short-term debt is projected to exceed its limit
under the revolving credit agreement Met-Ed has with its
lending banks by May of 1980. Figure 2 shows that the
requested 6.9 mwill increase, provided it were to become
effe.tive on January 1, 1980, would keep Met-Ed's short-
term debt within manageable limits. Although 1 am prepared
to give a broad overview of financial matters, detailed
support for the cash flow projections employed in this
analysis, the terms of the revolving credit agreement as
they apply to Met-Ed and GPU, and the necessity for
maintaining Met-Ed's short-term debt below its allowed
limit will be provided by Mr. Graham. 1 will also give
an overview of the operation of Met-Ed's clause under the
provisions of its tariff, and the energy cost projections
and assumptions underlying our requested increase will be
supported by me. With respect to the latter, I will
again defer to specialized witnesses for detailed support

as may be necessary.
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Could you briefly describe the functioning of Met-Ed's en-

ergy clause prior to the TMI-2 accident on March 28, 1979?

Yes. In acco.dance with the Commission's directives in I.D.
214, effective July 1, 1978, Met-Ed implemented a "net
energy cost rate," or an energy cost adjustment clause
that recovered the fuel cost of Met-Ed's internal gener-
ation, exclusive of costs incurred after the fuel had been
delivered to the plant site, and purchased power costs
exclusive of installed capacity and demand charges.

The clause was based on a 6-month rolling average of
historical costs and had an error correction factor to
automatically adjust for clause over or under collections.
The ta: .ff pages describing the provisions of this

clause, which has been temporarily levelized as a result
of the TMI-2 accident, is attached as Appendix A of

Exhibit A-2.

You note that Met-Ed's 6-month historical clause was

levelized following the TMI-2 accident. Could you elabor-

ate on that?

Actually, Met-Ed's 6-month clauss was levelized from July 1,
1978 through April 30, 1979 in accordance with procedures
mandated by the Commission for effecting a transition

from Met-Ed's clause previously in effect to the 6-month
c¢lause prescribed by the Commission. In May and June

1979, following the end of this transition procedure,

energy cost adjustment charges based on a 6-month rolling

-3- 1548 023




average historical costs were billed. Effective July 1,
1979, the charges that would have been billed under the
6-month clause were temporarily replaced ty a level
factor of 8.8 mills per Kwh, by the Commission Order
entered June 19, 1979 in Docket No. I-79040308. It was
anticipated in the Commission's Order that the 8.8 mill
level charge would remain in effect for 18 months until
December 31, 1980. The addendum to Met-Ed's tariff
authorizing the level charge (Appendix A of Exhibit A-2)
does, however, permit an earlier revision if requested

by Met-Ed or directed by the Commission.

Why was the clause levelized?

The levelizing of the clause was basically adopted to
moderate steep monthly increases in adjustment charges to
customers that otherwise would have been billed under the
6-month clause as a result of the sharp increases in
Met-Ed's energy costs that occured following the TMI-2
accident. It was assumed that Met-Ed's unrecovered
energy costs which would accumulate during the initial
months of billing the level charge (i.e., from July
through December 1979) would be recovered in 1980 follow-
ing the return of TMI-1 to service, which at the time the
level charge was determined, was expected to occur by

January 1, 1980.

What were the other significant assumptions underlying

the Commission's determination of the 8.8 mill level
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The Commission basically accepted Met-Ed's projections

of the cost of TMI replacement energy, which Met-Ed
estimated would average about $i0 million per morth

with both TMIl units out of service, and drop to about
$3.5 million per month following the return of TMI-1]

to service. In both cases, the estimates represented the
"gross" cost of TMI replacement energy, before off-
setting reductions in energy costs expected to result
from short-term power purchases that GPU was actively

seeking at the time to lessen the impact of the TMI-2

accident. On a "net" bésis reflecting these reductions,
which the Commission estimated would amount to about

25% of the gross TMI replacement energy cost, the Com-
mission's estimates of the cost of TMI replacement

energy were $7,5 million per month with both TMI units
out, and $2.5 million per month with only TMI-2 out. The
Commission added its estimated TMI replacement energy
costs to Met-Ed's energy costs originally budgeted for
the 18-month period from July 1, 1979 to December 31,
1980 on the assumption of normal operation of the TMI
units, and projected total energy costs for the period of
approximately $200 million. The 8.8 mill level charge
was thenr determined by dividing this amount by total
sales of 12,257 Gwh projected for the period, deduct ' ng
the 8 mills of energy costs per Kwh included in retail

base rates, and applying a tax factor to make provision

for the 4.5% Pennsylvania Gross Receipts Tax. In addition,
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although the Commission did not reflect either of the
direciives in its determination of the 8.8 mill level
charge, it (a) authorized the inclusion of the de-

mand component of the cost of TMI-related power pur-
chases as part of the costs recoverable by the energy
clause for the period from July through December, 1979,
and (b) instructed Met-Ed to negotiate with PJM to
eliminate the "split zavings" component of the cost of
GPU's TMI-related interchange purchases from PJM so as to

price such purchases at cost.

Met-Ed's peition for an increase in the 8.8 mill level
factor indicates that its energy co'ts have exceeded the
costs assumed in determining that factor. Could you
indicate the reasons for this?

First, and most importantly, the expected return date of
TMI-1 has slipped from the January 1, 1980 date assumed
in determining the 8.5 mill level factor to a late

1980 date at the earliest. As will be testified to by
witness R. C. Arnold, this slippage is due to the leugthy
procedures instituted by the NRC as a precondition for
the return of TMI-] to service. In its annual review
meeting before the Commission held on September 21,
1979, Met-Ed included, on page 30 of the booklet handed
out at the meeting and incorporated in this record as
Exhibit F-1, a capsule summary of the NRC's tentative

TMI-1 restart schedule. That schedule indicates that the
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NRC could render a decision in the TMI-] restart proceeding
by mid-August, 1980, and Met-Ed has, for purposes of its
energy clause petition, accordingly assumed a TMI-1]

return date of 9/1/80. Until the regulatory and political
climate surrounding the TMI accident stabilizes and
although Met-Ed and GPU will exert every effort to get
TMI-1 returned to service as soon as possible, this
projected return date must be considered tentative at

best.

You noted that the Commission assumed Met-Ed would be able
to achieve substantial savings in energy costs by virtue of
arranging short-term power purchases with other utilities.
What has Met-Ed's experience been with such purchases since

the accident?

Met-Ed believes that it, or more precisely, that GPU
acting on behalf of Met-Ed and the other GPU operating
companies, has beer very agressive in seeking out

such purchases, and it is confident that it has carried
out the Commission's directives on this score. However,
because the price of oil has risen substantially since
the time the budget used in determining the level factor
was prepared, the savings in energy costs achieved from
the purchases have been largely offset by increases in
the cost of TMI replacement energy, which is largely
oil-fired in source. Analysis of our experience with the

purchases through September indicates that they have
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reduced Met-Ed's energy costs by about $12.5 million

over the 5-month period from May through September, or by
about $2.5 million per month. This estimate is supported
by the testimony and exhibits of witness E. Newton, Jr.
While the estimated monthly savings of $2.5 million from
the purchases is in line with the level of savings
assumed by the Commission in determining the 8.8 mill
level factor, we estimate that Met-Ed's cost of TMI
replacement energy with both TMI units out has increased
from our original estimate of $10 million per month to
about §$i4 million per month, which represents the average
monthly replacement cost Met-Ed has experienced since the
TMI accident, i.e., from April through October, 1979,
This increase has accordingly more than offset the
savings we have achieved from the outside power purchases

so far.

Could you briefly indicate how GPU's negotiations to reduce

the cost of interchange purchased from PJM have fared?

Yes. On October 10, 1979, in response to the Commission's
Order, Met-Ed and Penelec filed a petition seeking
Commission approval of a PJM proposal to price GPU's
TMI-related interchange purchases from PJM at cost plus
102, rather than on PJM's normal "split-savings" basis.

We estimate that savings in interchange costs from this
proposal could be as high as $32 million in 1980 on a GPU

basis, of which Met~Ed's share would be about $5.5
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million, but note that this estimate is not incremental
to the savings achieved from the outside power purchases.

That is, if the PJM proposal were adopted, the interchange

energy purchased under it would largely be in replacement

of, rather than in addition to, many of the short-term
power purchases we are now making. We would therefore

to some extent be simply substituting PJM savings fur
savings we are now achieving from the outside power
purchases. A major advantage of PJM interchange under
the cost plus 10% proposal, however, would be the greater

reliability of its supply, as compared to the purchases.
Q. Has the PJM proposal gone into effect?

A. The PJM proposal has been approved by the Pennsylvania
Commission by its Order entered 11/20/79, but currently
is awaiting approval by the Maryland and District of
Columbia Commissions. Following approval by these
commissions, a filing with the Federal Energy Regulatory
Commission ("FERC") will be made and it is anticipated

that the FERC will approve the proposal without delay.

Q. In reference to the TMI-related purchases, you noted that
witness Newton i< providing detailed testimony and
exhibits., 1Is similar testimony being supplied with

respect to PJM's cost plus 10Z proposal?

A. Yes, it is. Witness R. H. Sims will discuss the current
status of the PJM proposal in detail, and also review the

contractual arrangements associated with the outside
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power purchases. In addition, Mr. Newton's exhibits

will summarize the assumptions as to the level of both

the outside power purchases and the PJM purchases that
were employed in preparing Met-Ed's energy clause increase

petition.

You noted earlier that the slippage in the expected
return date of TMI-1, and consequently the increase in
Met-Ed's energy costs that will result due to the delay
in the return of TMI-1 to service, is the primary reason
for the need to increase Met-Ed's level energy cost

ad justment charge. Have there been, or are there

increases in Met-Ed's energy costs as well?

Yes. O0il costs have increased substantially since the
budget used in determining the 8.8 mill level charge

was prepared, and are expected to continue to increase
in the future. The cost of coal by comparison has been
relatively stable, but may well increase in reaction to
the oil price increases. We are now projecting an
average coal cost of about $36 per ton }or the year
1980. In October, Met-Ed's average cost of coal was
about $34 per ton. In the case of oil, Met-Ed's cost
increases have been far greater. In the prior proceeding,
it was assumed that Met-Ed's average cost of oil for the
year 1980 would be about $19.20 per barrel. 1In October,

1979, Met-Ed paid an average of $28.50 per barrel -- an

increase of nearly 50% over the level previously projected
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for 1980. Although Met-Ed's oil-fired generation does
not supply a large percentage of its energy requirements,
increases in oil prices substantially increase Met-Ed's
interchange costs because interchange is largely supplied

from oil-fired sources.

Could you indicate the combined effect of these increases,
as compared to the level of energy costs it was assumed

Met-Ed would experience in the prior p.oceeding?

Since July, the first month in which the 8.8 mill level
charge was billed, Met-Ed's actual energy costs have
averaged about 26 mills per Kwh, as compared to total
charges for energy costs allowed (under the Commission's
June 19, 1979 Order) of 16.4 mills (8 mills included in
base rates, plus the 8.4 mill energy cost component of
the 8.8 mill level charge). As noted earlier, the
Commission's determination of the 8.8 mill level charge
was based on average energy costs projected for an
18-month period, in which TMI-1 was ar.umed to be in
service for the last 12 of the 18 months. The lower
energy costs that were expected to occur on the assumption
that TMI-1 would be back on line by January 1, 1980 will
not in fact occur, and the costs now being experienced by
Met-Ed will instead continue at their current level well
into 1980, This would indicate that the 8.8 mill charge

should be increased by nearly 10 mills, including taxes.
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Met-Ed's experience under the level clause through October
would indicate that a substantial cost under-recovery has

occurred.

That's true. I might point out that this result was an-
ticipated in the prior proceeding, but it was also
assumed in that proceeding that the initial under-recovery
in 1979 would be made up in 1980. This will not now
happen due to the delay in TMI-1's return to service.

As shown by Met-Ed's statement of clause revenues,
expenses and deferrals that will be supported by witness
D. L. Huff, Met-Ed's balance of retail energy costs
unrecovered as of October 31, 1979 was approximately

$51 million, exclusive of the $14 million balance
recoverablc by base rates. By the c¢nd of the year, we
estimate the unrecovered balance will increase to about
$61 million. If Met-Ed's level charge were increased
just to recover this deferred balance, an increase of 8.1

mills, including taxes, would be indicuated.

According to your projections, would such an increase be
sufficient to provide for the cost increases you discussed

previously?

No it would not. A "full cost recovery" re-determination
of the level charge, essentially replicating the method

>
employed in the prior proceeding would indicate that the

8.8 mill charge should be increased by 10.6 mills.
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A.

How then did you determine that the 6.9 mill requested

increase would be sufficient?

Our approach was to determine the minimum clause increase
necessary from the standpoint of fimancial prudence, or
the increase that is minimally required toc permit

Met-Ed to finance, using its currently available
resources, energy costs not currently being recovered,
thereby effectively deferring a substantial portion of
the increased energy costs that will result from the
delay in the return of TMI-1 to service to the period
following the unit's return, at which time such deferred

costs would be billed.

And your cash flow analysis indicated that a 6.9 miil
increase wouid represe ¢ tuch a minimum increase, that
is, provide a margin of safety with respect to Met-Ed's

short~term debt limit?

Yes, it would, provided it becomes effective on January 1,
1980. As we pointed out in our response to the Commis-
sion's prehearing order dated 11/16/79 that was filed

with the Commission on 11/23/79, the clause increase
required to keep Met-Ed's short-term debt below the

margin of safety increases sharply if the increase is
delayed. For example, if the effective date of the

c¢lause increase were delayed until February 1, 1980,

the increase for the period from February through June

of 1980 would have to be 8.4 mills per Kwh to keep
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Met-Ed's short-term debt from exceeding the margin of
safety. The corresponding increase assuming a March 1

ef fective date would be 10.7 mills.

In making these projections, what was assumed with respect

to retaining TMI-1 in rate base?

All of our projections assume that Met-Ed's base rates will
not be reduced to eliminate the capital and operating costs
of TMI-1. 1If Met-Ed's rates were so reduced -- and Met-Ed
is confident that it will be able to demonstrate that they
should not be -- Met-Ed's clause increase request would have
to be increased by an amount equal to the reduction to keep

its short-term debt within the same margin of safety.

What is thc impact of the requested increase on charges to

customers?

As we noted in the clause increase petition, (Exhibit A-2)
the 6.9 miil increase would increase charges to all retail
customers by about 15.7% (Table 10) and charges to the aver-
age residential customer by about 12.3% (Table 9). Even with
this increase, Met-Ed's raies would still be lower than the
rates applicable to residential customers served by several
other Pennsylvania utilities as shown by Figure 6 of

Appendix B to Exhibit A-2., We have since updated these
comparisons to reflect rates in effect as of December 1,

1979 with essentially the same results, as will be testified

to by witness E. F. Carter.
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Please describe what is represented on Met-Ed/Penelec

Exhibit A-3?

That exhibit provides a detailed breakdown, by month, of
Met-Ed's actual energy costs during the period of July
through September, 1979, and projected energy costs for
the period of October of 1979 through December of 1980.
We expect shortly to update that exhibit to provide the

actual data for the month of October, 1979.
Po you have any additional comments to make?

Yes. Although Met-Ed is projected to continue to experience
substantial cost under-recoveries even if it's requested 6.9
mill clause increase is granted, the reconciliation pro-
cedures employed with the clause, which have long been ad-
vocated by Met-Ed, insure that there is no possibility of
customers experiencing permanent overcharges should Met-Ed's

estimates p-ove to be wrong.
Does this conclude your testimony at this time?

Yes, it does.

1548 035



Appendix A

F. D. Hafer

I am Vice President, Rate Administration of GPU Service
Corporation.

I have been an employee and/or officer of the GPU System
for 17 years. I began such employment in September 1962,
having previously attended Drexel Institute in Philadelphia,
Pennsylvania, during the period September 1959 through June
1962, where my principal field of study was engineering.
During the period September 1962 to June 1968 I was employed
by Metropolitan Edison Company, initially as an engineering
trainee in the Planning Department, subsequently as engineering
assistant in the Economic Analysis and Rates Department and,
for the last two years there, my employment was as adminis-
trative assistant to that Company's Vice President and Chief
Engineer. In June 1968, I was transferre? to General Public
Utilities Corporation, where I initially served as a staff
assistant, becominrg Assistant Treasurer in March 1970 and
Treasurer in September 1970.

In August 1977 I was elected Vice President - Rate
Administration for GPU Service Corporation. During the
course of 1977 I was elected to the Boards of Directors of
Metrcopolitan Edison, Jersey Central and Pennsylvania Electric
Company. I continued tc hold the position of Treasurer for
both the Service Company and the Parent Company until the
new treasurer was named in September of 1978.

I have appeared as a witness in rate cases of Pennsylvania
Electric Company and Metropolitan Edison Company before the

Pennsylvania Public Utility Commission, and of Jersey Central
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Power & Light Company before the New Jersey Board of Public
Utility Commissioners. I have presented testimony in rate
cases for those companies before the Federal Power Commission,
and have testified before that Commission in a Section 206
investigation involving Metropolitan Edison Company. I have
testified as a witness before the Securities and Exchange Com-
mission in a contested proceeding under the Public Utility Holding
Company Act of 1935 relating to Metropolitan Edison Company.

I attended the Irving Trust Company utility finance seminar
and served as one of three utility indus*ry representatives on
th Atomic Industrial Forum ad hoc committee to assess the
impact of President Ford's economic program which was presented
to a joint session of Congress on October 8, 1974,

On belalf of General Fublic Utlilities Corporation and its
subsidiaries, I have periodically made presentations to Moody's
Investor Service, Standard €& Poor's and other rating agencies.
In the course of my duties, I met frequently on an informal
basis with utility financial analysts representing banks,
insurance companies, pension trusts, brokerage firms and the
like. I am a member of an informal group of utility analysts
and utility financial officers that meet periodically to dis-
cuss matters relating to the electric utility industry. On
occasion, I also have represented General Public Utilities
Corporation at the periodic meetings of financial officers
of public utility holding companies registered under the

Public Utility Holding Company Act of 1935.
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METROPCLITAN EDISON COMPANY
Forecast (1) System cnergy Costs (2)

July, 1979 August, 1979 September, 1979 October, 1979 E—
Mills/ . T Wil Mills/ Mills/
(s000) MWH KWH ($000) MWH KWH (5000) MWH KW ($000) HVH KWH
Internal Generation
Cozl
Titus $ 1,969 122,670 16.052 $ 2,046 134,249 15.241 $ 1,875 129,921 14,431 § 1,862 120,791 15.418
Portland 1,402 102,551 13.665 1,435 100,149 13.515 1,064 79,011 13.4¢7 1,967 134,113 14,667
Conemaugh 913 56,348 16.204 1,172 75,083  15.612 2,169 140,377 15.4% 785 50,778  15.463
Total 4,266 281,569 15.213 4,653 315,481 14.749 5,108 349, 309 14.622 4,604 305,682 15.096
oil (& )
Combustion Turbines Pom 295 - 5,726 51.584 651 11,655 55.873 276 5,062 54.656 755 13,126 57.516
o
Hydre
York Maven P - 11,311 - - 13,181 - - 14,07 + =~ - 8,360 -
Nuclear N
™I o 3 (5,357) - 1 (5,331) - 1 (4,658) - - - -
Total Internal Ceneration 4,582 293,249 15.624 5,305 334,985 15.836 5,385 363,788 14.803 __ 3. u0 327,168 16.412
Interchange and Other Energy Purchased
Intercnange Purchased
From PJ4 (3) 485 14,358 33.7713 877 23,064 38.010 1,212 26,794 45.223 ! 26,702 45.900
From GPU 1,908 89,964 21.212 1,417 64,145  22.088 900 20,265  44.401 1,223 46,636  26.231
Total 2,393 104,322 22.941 2,294 87,209 46.299 2,112 47,059 44 .809 2,449 73,338 33 393
Interchange (Sold)
To PJA (1,506) (52,352) 28.768 (1,805) (60,037 30.058 (1,384) (41,764) 33.134 (508) (15,915) 31.%00
To GPU (513) (4,940)  103.984  __ (901) (23,852) 37.783 (2,116)  (56,922) 37.178 (588)  (23,341)  25.200 *m
Total TTE019) T57,292)  35.25% (2,706) (83,8890 32.254 (3,500) (98,685) 35.467 (1,096) (39,456) 21, Sl 2
[
Other tnergy Purchased (4) -
Porderline 1 10 53.800 1 11 48.273 1 11 51.545 - - * o
AEP - - - - - - - - B 7,828 276,500  28.300 o
APS 7,093 257,012 27.598 8,727 325,700 26.795 7,795 267,875 29.098 - - . i
Janestown 50 2,140 23,620 186 8,186 22.738 210 9.271 22.620 286 12,600 22.700
PPSL 2,019 57,440 35.160 1,165 30,100 38.719 1,105 28,700 38.513 551 18,750 29.400
Ontario 1,409 47,043 _29.949 1,660 52,592 31.555 1,566 49,517 31.581 1,574 49,800 31.600
Total _jp 51’ 363 bLS 29 076 11,739 416,589 28.178 10,677 355, 434 30 036 10,239 357, 750 28.620
Total Energy Purchased (Net) 10,946 410,675 26.654 11,327 419,909 25,975 9,289 303,807 30.572 11,592 391,832 29.585
Total Energy Costs $ 15,528 701 926 22.059 $ 16,632 754,895 22 031 $ 14,674 667,595 21.978 $ 16,961 719,000 23.5%0
Total Sales $ 15,528 618,743 25.09  § 16,632 653,967  25.432  § 14,674 661,723  22.173  $ 16,961 642,264  26.409
(1) July, August and September, 1979 actual, October, November and December, 1979 forecast
(2) "Energy Costs" are costs recoverable by retail energy clause, all fuel costs anc all purchased power costs except demand charges and inetalled capacity
payments
(3) Assumed PJM pricing proposal of aversge incremental cost plus 102 effective 1:1/01/79
(4) Includes :apacity costs
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METROPOLITAN LDISON COMPANY
Forecast (1) System Energy Custs (2)

November, 1979 December, 1979 6 Months Ended December, 1979
Mills/ Mills/ Mills/
($000) MWH KWH ($000) MWH _ KWH ($000) MWH __KwH
Internal Ceneration
Coal
Titus $ 1,388 88,069 15.760 $ 2,196 141,813 15.485 $ 11,336 737,513 15.371
Portland 2,069 138,678 14.919 3,444 218,123 15.789 11,381 778,625 14.617
Conemaugh . 1,252 84,093 14.8E8 1,613 107,764 14.959 7,904 514,443 15.368
Total 4,709 310,840 15.149 7,253 467,700 15.506 30,621 2,030,581 15.080
0il
Combustion Turbines 798 13,557 58.863 833 13,896 59.945 3,608 63,022 57.250
lydro
York Haven - 8,090 - - 8,360 - - 63,377 -
Nuclear
™1 - - - - = - 5 (15,346) -
Total Internal Generation 5,507 332,487 16.563 8,086 489,956 16.504 34,234 2,141,634 15.985
Interchange and Other Energy Purchased
Interchange Purchased
From PJ1 (3) 1,680 40,686 41.292 1,940 46,982 41.292 7,420 178,586 41.549
Froa GPU —__B10 33,402 _24.250 520 20,833  24.960 6,778 215,245  24.626
Total 7,450 74,088 33.609 2,460 67,815  36.275 14,198 453,831 31.285
Interchange (Sold)
To PIM (260) (6,898) 37.692 (183) (4,100) 44,634 (5,646) (181,066) 31.182
To GPY (700)  (27,717) _25.201 (1,156)  (45,771)  25.212 (5,972) _(182,603)  32.705
Totai (960)  (34,675) ~27.686 (1,337) (49,5 1) 26,809 (11,618) ~(363,669)  3i.947
Other Energy Purchased (4)
Borderline - - - - o - 3 32 51.125
AEP 5,383 190,200 28.302 5,383 190,200 28.302 18,594 657,000 28.302
APS 1,328 61,500 21.593 1,328 61,500 21.593 26,271 973,587 26.984
Jamestown 286 12,600 22.698 286 12,600 22.698 1,304 57,397 22.719
PP&L - - - - - - 4,840 134,9%0 35.955
ontario 1,574 49,800  _31.606  __ 1,574 49,800  31.606 9,357 298,612 31.335
Total __ 8,571 314,100 T27.287 8,571 314,100  27.287 60,369 2,121,618  28.45
Total Energy Purchased (Net) 10,101 353,513 28.574 9,694 332,044 29.195 62,949 2,211,780 2t 461
Total Energy Costs $ 15,608 686,000 22.752  $17,780 822,000  21.630 $ 97,183 4,353,414 22,324
Total Sales $ 15,608 664,386 23,492  $ 17,780 712,232  24.964 $ 97,183 3,953,315 24.583

(1) July, August and September, 1979 actual, October, November and December, 1979 forecast

(2) "“Energy Costs" are costs recoverable by retail energy clause, all fuel costs and all purchased power costs except demand charges and installed capacity

payments

(3) Assumed PIM pricing proposal of average incremental cost plus 102 effective 11/01/79

{4) Includes capacity costs
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METROPOLITAN EDISON COMPANY

Forecast System Energy Costa (1)

January, 1980 February, 1980 . March, 1980 __April, 1980
Mille/ Mills/ Mille/ Mills/
($000) MWH KWH (5000) MW _KWH (5000) MWH KWwH (soco) MWK A
Internal Ceneration
Coal
Titus $ 2,220 142,997 15.525 $ 1,748 109,903 16.036 $ 2,027 127,797 15.861 $ 1,495 92,782 16 113
Portland 3,352 210,517 15.922 3,042 196,935 15.447 3,246 210,517 15.419 3,190 203,726 15.658
Conemaugh 1,907 129,096 14.772 1,785 120,768 14.780 1,910 129,096 14.795 1,855 124 930 14 848
Total 7,479 482,610 15.497 €,575 426,706 15.409 7,183 467 410 15.368 6 540 421 438 15.518
0il
Coubustion Turbines 530 8,851 59.880 502 8,282 60.613 541 8 824 61.310 527 8 509 61.934
Hvdlro
Y.r%« Haven - 8,338 - - 7,800 - - 8 338 - - 8 068 -
Suclear
loral luternal Generation 8,009 499,799 16.024 7,077 442,788 15.983 7,726 484,572 15.940 __1,067 438,015 16.134
Interciiange and Other Encrgy Purchased
Interchanpe Purchased
From PJ% (2) 12,334 265,811 46.401 10,587 228,158 46.402 6,875 148,165 46.401 5,900 127,168 46.395
From Giv .5 2,389  23.022 ____ 102 4,422 23.066 __ 153 6,671  22.935 358 15,632  22.902
Total 12,389 268,200 4h.193 10,689 232,580  45.958 7,028 154,636  45.390 6,255 142 800  43.824
Inteschanse (Soie)
1o P - - - - - - - - - - - -
is G4 (149)  (5,399) _27.598 __ (132)  (4,768) 27.685 __ (326) (11,608) 27.608 ___ (33) (12,215) 27.589
Tutal (a9 (5,399) "27.598 (132) "(4,768) 27.085 (326) (11,808) 27.608 GBI Qz,215) 2759
Cthur Lrergy Purchased(?)
ALY - - - - - - - - - - - -
APS 1,469 62,500 23,504 1,469 62,500 23.504 1,469 62,500 23.504 1,469 62,500 23.504
Jacestown 307 12,400 24.758 307 12,400 24.758 307 12,400 24.758 3097 12,400 24.758
PPLL - - - - B - - - - - - -
Cutario 1,94 56,500  34.407  __ 1,94 56,500  34.407 1,94 56,500 34,407  __1,9%& 55,500  34.407
Tutal 3,720 131,400 28311 3,720 131,400 28,311 3,720 131,400 28,311  __ 3,720 I31.400  28.311
Total Energy Purchased (Net) 15,900 394,201 40.487 14,277 359,212 39.746 10,422 274,428 37.978 9,651 261,985 36.838
Total Erergy Costs $23,969 894,000  26.811  § 21,35 802,000  26.626  § 18,146 759,000  23.908  § 16,708 700,000 23 869
Total Sales $23,069 785,420 30,517  § 21,754  78Y,178  27.059  § 18,146 138,331  24.577  $ 16,708 683,135  24.458

(1) "“Encrpy Costs" are costs recoverable by retail enmergy clause, 1l fuel cosi. and all purchased power costs except demand charges and installed capacity

payzente.

(2) Assimed PIM pricing proposal of average incremental cost plus 10% cffective 11/01/79.

(3) Includes capacity costs.
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METROPOLITAN EDISON COMPANY
Forecast System Energy Costs (1)

i June, 1980 August 1980
willa/ Mills/
($000) MWH KW KWH ($000)

Internal Ceneration

Coal
Titus $ 1,869 115,636 16.163 $ 2,243 138,384 16.209 $ 2,33 142,997 16.315 $ 21369 142,997 16.567
Portland 2,432 155,391 15.651 3,191 201,221 15.858 3,362 210,517 15.970 3,358 210,517 15.951
Conemaugh 1,911 129,09  _14.803  _ 1,885 124,930  15.088 1,944 129,09  15.059 _ 1,468 96,961  15.140
Total 6,212 400,123 15.525 7,319 464,535 15.75%6 7,639 482,610 15.829 7,185 450,475 15.972
01l
Combustion Turbines 528 8,452 62.470 532 £,370 63.560 569 8,851 64.287 575 8,851 64 964
Hydro
Yorx Haven - 8,338 - - 8,058 - - 8,338 - - 8,338 -
Nuc lear
T™I-} - - - - - - - - - - - -
Total Internal Generation 6,740 416,913 16.166 7,851 480,973  16.323 8,208 499,799  16.423 7,770 467,664  16.614
Inteschange and Other Energy Purchased
Interchange Purchased
From PIM (2) 6,018 129,692 46,402 3,566 76,861 46 .395 3,315 71,440 46 403 5,846 125,998 45.398
Feon CPU 736 31,998 _23.001 364 16,025  22.715 410 18,086 22669 1,178 50,872  23.1%
Total 6,75 161,690 41.711 3,930 92,886  42.310 3,725 49,526  &1.608 7,024 175,870  39.713
Interchange (Sold)
To PuM - - - - - - - - - - - -
To GRU (193 (2,003 _27.50 __ (752) (27 259) 27.587 (738)  (26,725)  27.615  __ (191) _(6,93)  27.545
Total (193) (7,003) ~27.560 (752) (27,259) 27.581 (738) (26,725) 27.615 (191)  "(6,93)  27.545
Other Energy Purchased(3)
AEp - - - - - - - - - - - -
-— APS 1,469 62,500 23.504 1,469 62,500 23.504 1,469 62,500 23.504 1,469 62,500 23.504
wn Jarestown 307 12,400 24.758 307 12,400 24.758 307 12,400 24.758 o 12,400 24 758
PosY. - - - - - - - - - - - -
B> Gotario 1,94 56,500 34,407  __1,9%6 56,500  34.407 1,9 56,500  34.407  __ 1,94 56,500  34.407
O roral 3,720 131,400 28311 __3,720 131,400  26.311 3,720 131,400 28311 3,720 131,400  28.311
OO Total Energy Purchased (N¢ * 10,281 286,087 35.937 6,898 197,027 35.011 6,707 194,201 34,537 10,553 301,336 35.021
>
~=Total Energy Costs §$.17,021 703,000  24.212  §$ 14,749 673,000  21.756  $ 14,915 694,000  2:.491  § 18,323 769,000  23.827
Total Salea $ 17,02 »34,868 26,810  $ 14,749 632,774  23.308  $ 14,915 628,475  23.732  $ 18,323 661,745  27.689
5
(1) "Energy Costs" are costs recoverable by retail energy clause, all fuel co: s and all purchased power costs except demand charges and installed capacity ?,g
payments.
P
(2) Assumed PJM pricing proposal of average incremental cost plus 10T effective 11/01/79. -]
-
(3) Includes capacity costs. -



METROPOLITAN EDISON COMPANY
Forecast System Energy Costs (1)

September, 1980 October, 1980 November, 1980
Mills/ Mills/ Mills/
($000) MWH KwH (5000) MWH KWH ($000) MWH Kwi
Internal Ceneration
Coal
Titus $ 2,295 138,384 16.584 $ 1,629 97,050 16.785 $ 2.2 135,294 16.830
Port land 2,522 156,589 16.106 2,615 159,095 16.437 3,552 203,726 16.453
Conemaugh 1,474 __ 96,812 15.225 1,973 129,096 15.299 1,525 124,930 15.409
Total 6,291 \91 785 16,057 6 219 385,241 16,143 7,554 463, 950 16.282
0il
Combustion Turbine 553 8,423 65.654 568 8,557 66.378 558 8,272 67.456
Hydro
York Haven -~ 8,068 - - 8,338 - - 8,068 -
Nuclear
TH1 540 223,488 2.416 562 231,312 2.430 524 223,488 2,345
Total Internal Ceneration 7,384 _631,764 _11.688 7,349 633 448 11.602 8,636 _12§Lllg _12.271

Interchange and Other Energy Purchased

Interchange Purchased

From PJM (2) - - - 266 5,739 46.350 81 1,748 46.339
From GPU 228 10,095 22.585 524 23,141 22.644 115 5 132 22.408
Total 228 10,095 22,585 790 28,880  27.355 196 6,880  28.488
4
wterchange (Sold)
o PIM (2,020) (71,621) 28.204 (1,256) (43,612) 28,779 (2,278) (81,075) 28.097
To GRU __ (790)  (28,638) 27.586 (176)  (28.116)  27.600 (2,014)  (72,983) 27,595
Total (2,810) (100,259) ~28.027 _ (2,032) '(71 L128) _28.329 T(4,292) (154,058) _27.860
Other Energy Purchased (3)
AEP - - - - - - - - -
APS 1,469 62,500 23.504 1,469 62,500 23.504 1,469 62,500 23.504
Jame stown 307 12,400 24.758 307 12,400 24. 750 307 l2.600 24.758
PPSL - - " " - -
Ontario 1, 944 56,500 34.407 1,944 56,500 34, 607 1,94 56, 500 34.407
Total 3 720 131,400 28.311 3,720 131,400 28 31l 3,720 131 400 28.311
Total Energy Purchased (Net) 1,138 41,236 27.598 2,478 88,552 27.984 (376) (15,778) 23.831
— Total Encrgy Cost $ 8,522 673,000 12.663 $ 9,827 222,000 _13.611 $ 8,260 683,000 _jz.006 ?
‘n B ™ o
4= Total Sales $_8,522 669,628  12.726 § 9,827 645,398 _15.226 § 8,260 666,279 _12.397 :
2'
- (1) "Energy Costs" are costs recoverable by retail energy claus:, all fuel costs and ail purchased power costs except demand
- charges and installed capacity payments. -
~NO

(2) Assumed PJM pricing proposal of average incremental cost plus 10% effective 11/01/79.

(3) Includes capacity costs.




METROPOLITAN EDISON COMPANY
Forecast System Energy Costs (1)

December, 1980

12 Months Ended December 1980

Mills/ Mills/
{5000) MaH KW (5000) wn _KWH_
Internal Ceneration
Coal
Titus $ 2,421 142,997 16.930 $ 24,926 1,526,318 16,331
Portland 3,699 210,517 17.571 37,361 2,329,268 16.040
Conemaugh 2,001 129,096  15.500 22,040 1,463,907 15.056
Total 8,121 482,610 16,827 84,327 5,319,493 25.852
01l
Combustion Turbines 599 8,805 G+ .030 6,582 103,47 63.874
Hydro .
York Haven - 8,338 - - 98,438 -
Nuc lear
™I 565 239,857 2.356 2,191 918,145 2.386
Total Internal Ceneration 9,285 739,610 12.554 93,100 6,439,123 14.458
Interchange and Other Energy Purchased
Interchange Purchased
From PJM (2) 970 20,893 4e 427 55,758 1,201,673 46.400
From GPU 268 11,867 22,584 4,491 196,330 22,875
Total 1,238 32,760 37,790 60,249 1,398,003 43,09
Interchange (Sold)
To PJM (398) (12,023) 32.103 (5,952) (208,331) 28.570
To GPU (2,008) (72,747)  27.603 (8,406) _(304,595)  27.597
Total 2,408)  Te2,770) _28.783 Qa.358)  "(512,920)  27.992
Other Energy Purchased (3)
AEP - - - - - -
APS 1,469 62,500 23.504 17,628 750,000 23.504
Jame stown 307 12,400 24.758 3,684 148,800 24,758
PPSL - - - - - -
Ontario 1,94 56,500 _34.407 _23,328 __678,800 34 .407
Total =3,720 131,400 _28.311 44,650 1,576,800 28.311
Total Energy Purchased (Net) 2,552 79,390 32.146 90,531 2,461,877 36.774
wn Sotal Tnevny Gonte L8t ms.e00 AR 1B .m0 2w4n
o Total sales SALBY 209,143 16.692 01 e 22,21
(1) "“Energy Costs" are costs recoverable by retail energy clause, all fuel costs and all purchased power
o costs except demand charges and installed capaciiy payments.
N (2) Assumed PJM pricing proposal of average incremen:ai cost plus 10X effective 11/01/79.

(3) 1lnciudes capacity costs.
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Supplement 1 to
Met-Ed/Penelec Statement B

Witness: D. L. Huff

Mr. Huff, are you familiar with the petition of Metropolitan
Edison Company for a modification of the Commission's

Order entered June 19, 1979 at I-79040308, which has been
marked for identification as Met-Ed/Penelec Exhibit A-2?
Yes, I am.

Was a part of that petition prepared by you or under your
supervision?

Yes, the Statement of Retail Energy Clause Revenues, Expenses
and Deferrals which is part of Appendix A to the petition,
and which has been marked for identification as part of Met-
Ed/Penelec Exhibit A-2, was prepared under my supervision.
Please briefly identify what is represented by that portion
of Met-Ed/Penelec Exhibit A-2? -
As stated in Paragraph 5 of Met-Ed's petition, this schedule
provides information with respect to the operation of the
levelized energy adjustment charge (mandated by the Commission's
Order entered June 19, 1979) for the three month period
ended September 30, 1979. This inforrnation also has been
supplied to the Commission in the Company's monthly reports,
filed pursuant to Paragraph 12 of that Order. Further, this
data corresponds to the reporting requirements set forth in
items (a) through (¢) of the third paragraph of the Addendum
to Rider B (the Energy Cost Adjustment Clause) of Met-Ed's

Tariff Electric Pa.PUC No. 42, which was filed with the Com-

mission on June 22, 1979 in compliance with the June 19th
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Order. Rider B and the Addendum are also part of Appendix A
to the petition.

This schedule shows that for the three month period
ended September 30, 1979, retail clause revenues for energy
costs amounted to $15.3 million. Total system energy costs
amounted to $46.8 million. As stated in Footnote 2 of this
schedule, those costs include the demand component of the
cost of TMI-related short-term power purchases, consistent
with Paragraph 4 of the Commission's Order entered June 19,
1979.

For the three month period ended September 30, 1979,
the energy costs (above the level recovered by base rates)
applicable to retail sales amounted to $29.5 million. As
of the end of September, 197%, $42.3 million of retail energy
costs were deferred.

Mr. Huff, I show you what has been marked for identification

as Met-Ed/Penelec Exhibit B-3 and ask you if that exhibit

was prepared by you or under your supervision?

Yes, Exhibit B-3 was prepared under my supervision.

Would you please identify what is represented by that exhibit.
Exhibit B-3 provides the same type of information contained

in the schedule which I have just described, updated to

reflect retail energy clause revenues, expenses and deferrale
through the end of October, 1979. For the four month period ended
Cctober 31, 1979, energy costs (above the level recovered by

base rates) applicable to retail sales amounted to $43.1 miilion,
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an increase of $13.6 million over the three month level at
September 30. Met-Ed's balance of retail energy costs
deferred rose from $42.3 million as of the end of September,
1979 to $50.9 million for the four month period as of the
end of October.

Does this complete your testimony at this time?

Yes, but I do wish to point out that I have also submitted
Met-Ed/Penelec Statement B and Met-Ed/Penelec Exhibits B-1l and
B-2, in connection with a base rate future teuvt year period.
In the event that additional testimony may be required in
connection with that data or any subsequently filed Met-Ed

base rate data, I will furnish such testimony.
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METROPOLITAN EDISON COMPANY

Statement of Retail Energy Clause Revenues, Expenses and Defervals

4 Months Ended October 31, 1979

(1

Sales and Revenues
hulylvmic'leuil Sales (Gwh)

Level Inergy Cost Adjustment Charge
(mills/Kwh)

Clause Revenues Before Billing Adjustments

($ millions)

Billing Adjustments

Clause Revenues as Adjusted

(Less): Pa. Gross Receipts Tax @ &4.52

Retail Clause Revenues for Energy Costs
Fxpenses

To(l; System Energy Costs ($ millions)

Total System Sales (Cwh)

Energy Costs per Kwh Sold (wills)

(Less): Energy Costs per Kwh (ncluded
in Retail Base Rates

Energy Costs per Kwh above Base

Energy Costs (above Level Recovered by
Base Rates) Applicable to Retail Sales
(Costs per Kwh Times Retail Sales)

Deferrals

Balance of Retail Energy Costs Deferred
at Beginning of Month ($ millions)

Plus: Current Month's Defernl(”

(Less): Current Month's Retail Clause
Revenues for Energy Costs

Balance of Retail Energy Coets Deferred
at End of Month

(1) as reported monthiy to the Commission

(2)

July August September October
582 613 625 596
8.8 8.8 8.8 8.8

$ 5.1 $ 5.4 $ 5.5 $ 5.2

(0.0) 0.0 0.0 (0.0)

§5.1 §5.4 $5.5 $ 5.2

(0.2) (0.2) (0.3) (0.2)

549, s3.2  sS2 s
$15.5 $16.6 $i14.7 $19.5
619 654 662 632

25.1 25.4 22.2 30.8

(8.0) (8.0) (8.0) (8.0)
17.1 17 .4 14.2 22.8

00 3o 8.8 $L3.8
$28.1 $33.2 $38.7 $42.3

10.0 10.7 8.8 13.6

(4.9) (5.2; (5.2 (5.0)

232 8J $42.2 $20.9

Met -Fd/Penelec

Exhibit
Witness:

(2) includes demand component of cost of TMI-related short-term power purchases ($7.0 million

for 4 months ended October 31, 1979).

(3) includes demand component of cost of TMI-related short-term power purchases ($6.6 million

for 4 months ended October 31, 1979).

B-3
D. L. Muff

4 Months

October

1979

2416

$66.3

2567

$28.1

43.1

(20.3)

$20.2
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A.

Met-Ed/Penelec Statement E
Witness: B. H. Cherry

TESTIMONY OF B. H. CHERRY

Before the Peansylvania Public Utility Commission

Please state your name and address?
My name is Bernard H. Cherry. My address is 100 interpace

Parkway, Parsippany, New Jersey.

By whom are ycu employed, and in what capacity?
I am employed by GPU Service Corporation (GPUSC) as Vice

President, Corporate Planning.

Please state yorr educational, professional background?
A resume of my educational and professional background is

set forth in Appendix A.

Mr. Cherry, what is the purpose and subject area of your
testimony in this case?

The purpose of my testimony is tworold: 1) to present

a history of the planning and operation of TMI-1; and 2)
to demonstrate the substantial benefits that Met-Ed and
Penelec customers hcve already received and can expect to
receive in the future, as a result of the operation of

™MI=1.,

Which of the exhibits that have been marked for identifi-
cation were prepared by you and under your supervision?
Met-Ed/Peneclec Exhibit E-! has been prepared by me or

under my supervision.
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Q.
A.

Have there been substantive benefits to Met Ed and Penelec
Customers as a result of the construction and operation of
TMI-1?

Yes, there have bheen.

Would you tell us what they are, please?

Yes. 1In terms of dollar savings, !t Ed and Penelec customers
have saved about $250 million because GPU built and operated
TMI-1 rather than an oil-fired plant. This savings accrued
over the period of TMI-1 operation, from Sept. 1974 through
Pec. 1978. Relative to a coal-fired plant, our customers have
saved about $72 million. We expect that the dollar savings
will be enormous over a period of 30 years (starting in Sept.
1974) ; more than $10 billion relative to an oil-fired plant

and more than $2 billion relative to a coal-fired plant.

Given that TMI-1 was built, what are the advantages to PJM

and PJM's customers?

In terms of oil savings, operation of TMI-1 saves about 6.7
million barrels of oil per year in PJM. If we assume the
current price of $25 per barrel, this amounts to a savings

of $168 million per year.

Would you please describe briefly the generation planning

process?

1548 049



3=

In the development of a generation plan, a multitude of some~-
times noncomparable considerations must be studied and eval-
uated and finally a judgement rendered on a specific course

of action.

We begin with an energy and load forecast for twenty years
that defines expected demand for electric power by our
customers. It is theu necessary to design a system expan-
sion plan to assure that the required capacity is available
in a reliable, cost effective, and envirenmentally accepta-
ble manner. The resulting plan is a mix of base load, inter-
mediate or cycling, and peaking capacity units, bulk trans-
mission and local distribution networks, all geographically
configured in a manner to assure system stability and re-
liability of the power supply. Thie is done in a decision
environment that recognizes emerging regulations on tech-
neclogy, the maturation of that technolcgy, and in recent

years the considerable uncertainties recarding fuel prices.

Please describe the planning thinking at GPU prior to and
at the time the decision was made to construct TMI-1?
Approximately thirty years ago GPU embarked on a program
designed to achieve the benefits of economy of scale in
generation facilities by installing units sized to the
total GPU system load, rather than the loads of the indi-
vidual members of the system. Moreover, in order to
realize the economies of transporting electric energy

by wire rather than coal by railroad, the GPU System

built an extensive transmission system and the first two
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units at its Shawville Station near the coal fields in
Western Pennsylvania. As the system load grew, two addi-
tional units were installed at Shawville and another at

Seward, also located near the Pennsylvania coal fields.

While it was feasible fcr the GPU companies to build a
significant part of the generating capacity at or near mine
mouth, reliability considerations also made it necessary to
build generating capacity in the Eastern portions of the
service area. Therefore, during this same time frame,
coal-fired generating units were installed at the Portland
Station (on the Delaware River) and at the Sayreville

Station in New Jersey.

The GPU System also did some pioneering work on the develop-
ment of extra high voltage transmission and in the promotion
of tenancy-in-common ownership by nonaffiliated utilities or
large mine mouth coal-fired generating stations, which led to
the Keystone and then subsequently the Conemaugh and Homer
City Stations near Johnstown. The GPU System is a partici-
pani, as owner of a fractional interest, in these three sta-
tions; Penelec opevrates these three stations for the respective
owners. Additionally, GPU companies constructed the Saxton
Nuclear Experimental Generating Station to gain first hand
experience with the construction, operation and maintenance
of a nuclear generating facility. Through the Atomic Energy
Act of 1954, the Federal Government had actively encouraged

the development of nuclear generation of electric caergy.
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The decision environment in the mid 1960's, when commitments
were being made for TMI-], was considerably different from
that of today. This was an era when the price of fuel oil
was approximately $2.40 per barrel, as compared with recent
prices of $25.00 or more. This was a time when facilities
were being constructed without the regulations of the Clean
Air Act Amendments of 1970, and there was a strong national

commitment to expand our nuclear generating capacity.

Thus, by the mid 1960's, GPU had substantial existing wholly
owned Western coal-fired generating capacity (Shawville,
Seward, and Warren) and was committed to several Western
Pennsylvania coal facilities then under construction =
Keystone (in service 1967/68), Conemaugh (in service 1970/71),
and Komer City Units ] and 2 (in seivice 1969). Given thesc
commitments, and recognizing that our system was spread from
the Atlantic Ocean through the States of New Jersey and
Pennsylvania to Lake Erie, our future planning focused on the
need for additional base load capacity in the East. Our
forecast indicated that increasingly larger quantities of
electrical energy would be moving east; hence, for system
stability and reliability reasons our attention was directed
toward such locations as Oyster Creek (near Toms River, New

Jersey) and Three Mile Island (near Middletown, Pennsylvania).

On November 9, 1965 the northeast power failure occurred.
On June 5, 1967 the PJM power failure occurred. 1In re-
sponse, Public Utility Commissions of the several states
(including Pennsylvania) in which the PJM companies operate

took a number of steps to insist that those utilities
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both increase their demand forecasts and install addition-
al generating capacity to provide greater reserve margins.
These steps included meetings of those Commissions as a
group with the Chief Executive Officers of the PJM com-
panies as well as continuing pressures from the steffs of
the Commi~sions., This insistence on the part of the
Commissions was cubsequentl documented by the Annual
Report of the New Jersey Board of Public Utility Commis~
sioners for the year 1970. In that report the Board re-
lated the fact that it had directed New Jersey electric
utilities to install generating capacity to meet an
objective of providing a 201 reserve margin while

assuming their load would double by 1978. Ildentical
conclusions as to the need to construct additional gen-
erating facilities to provide at least a 20% reserve
margin over the then forecast peak loads were reached by
your Commission in its Order of August 8, 1972 in the
Met-Ed case at C.19312 and its Order of August 17, 1973

in the Penelec case at C.19561.

Would you please describe the specific studies that led
to the decision to construct TMI-17?
Beginning in 1962, a series of studies had been made be-

twveen mine mouth generation in Western Pennsylvania and
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coal-fired generation in Eastern Pennsylvania and New
Jersey. These studies were uniformly favorable to mine
mouth generation, with the resulting transportation of
energy by wire rather than by rail. These studies ‘'ed
to the construction of the above mentioned mine mouth
generating plants in Western Pennsylvania of Keystone,

Homer City and Conemaugh.

The relative economics of mine mouth and Eastern coal-
fired generation were 2lso explored in connection with
the economic evaluation of Oyster Creek (Report On
Economic Analysis For Oyster Creek Nuclear Generating
Station, February 17, 1974). This also demonstrated the
economic advantage of the Western Pennsylvania mine mouth

generation crelative to Eastern coai-fired generation.

When studies were made in 1965 of additional nuclear
generation for the GPU system (for a unit which became
TMI-1), the economic comparison was made between nuc'ear
and mine mouth generation. These 1965 studies showed a

long term advantage for the nuclear installation, but
probable short term advantage for the then proposed

Homer City mine mouth plant., As a result of these studies.
a decision was made in June 1965 to proceed first with

Homer City.
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In 1966, the economics of additional nuclear generation
were re-examined, but this time in comparison with a
coal-fired unit at the same site as would be selected
for the nuclear unit. There are two reasons for this
shift in bases of comparison, 1) the particularly at-
tractive conditions applicable to the Homer City Plant
were no longer available as an alternative, and 2) coal
suppliers had suggested that fuel might be delivered

to the GPU site for 20¢ per million Btu, although this

was not a firm offer of such a supply.

Even on the basis of this low delivered fuel price, if it
should materialize, a nuclear unit installation was found to
be advantageous. In November 1966 the decision was made to
proceed with a nuclear installation in December 1966, the

TM]1 site was selected for the installation.

The cost estimates used in these 1965 and 1966 studies are
far different from those that are presently made for both
types of plants because of changes in cost levels and because
of changes in scope related in large part to environmental

and regulatory considerations.

The major environmental cost of using a coal-fired base load
installation includes su:h items as the discharge of noxious

and toxic gases, including sulfur dioxide and nitrogen
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oxides, the discharge of particulates, and the presence of

unsightly ~cal and ash storage areas.

Another economic study was performed as part of the environ-
mental report that Metropolitan Edison Company submitted to
the Atomic Energy Commission, predecessor of the Nuclear
Regulatory Commission, at the time Met-Ed was applying for
an operating license. This economic study also showed that
TMI Units | and 2 would be more economical than either coal-~-
or oil-fired base load units for operating periods in ;xcess

of 5,200 hours per year (capacity factor greater than 59%).

Mr. Cherry, would you please describe the operating history

of TMI-1?

TMI~1's nuclear reactor achieved its first chain reaction on
June 5, 1974 and the first electricity was produced on June 19,
1974. During pre-commercial operation, 472,296 megawatt hours
of electric energy were produced. On Labor Day, September 2,
1974 the unit went into commercial operation and has since
established an exceptional reliability record. From Septem=-
ber, 2, 1974 until March 28, 1979, the date of the TMI-2
accident, the 75% undivided interests in TMI-1 owned by

Met-Ed and Penelec provided 17.9 million megawatt hours of
electric energy or an average of 4.0 million megawatt hours

per year. Such average annual generation is equivalent to
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the average annual requirements of approximately 530,000
residential customers served by the two utilities. Through
1978, the average annual capacity factor for TMI-1 was about
78%, which was substantially above the national average for
nuclear generating units and for modern base load coal-fired
generating units. Even if TMI-]1 does not resume operation
until January 1, 1981, for example, its capacity factor for
the period September 1974 through December 1980 would still
be about 56%, greater than the reported lifetime capacity
factors (through Avgust 1979) of some 20 nuclear plants owned
by other electric utilities. Exhibit E-1 compares the
capacity factor for TMI-1 to reported values for other

nuclear generating units in Peonsylvania.

Have you recently studied the econcmic benefits that TMI-1
has provided to Met-Ed and Penelec customers relative to
alternative methods of electrical energy generation that
were available to Met-Ed and Penelec?

Yes I have.

To what extent, if any, would operation of TMI-1 avoid the
need to burn o0il?
It would, of course, avoid the burning of considerable

quantities of oil.

How much o0il would operation of TMI-1 save in 1980?
Normal operation of TMI-1 in 1980 would be expected to save

about 6.7 million barrels ¢ oil throughout the PJM system.
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This is based on a computer simulation of the operation of
PJM, includ 'ng the economic ordered dispatching of units
throughout the system. Absence of TMI-1 from the list of
operable plants requires that a number of oil-fired steam
units, and to a lesser degree oil-fired combustion turbines,
be operated to a greater extent than would be required if
TMI-]1 were in service. Burning this extra oil when an
alternative source of energy (TMI-1) is available is contrary
to national policy and to President Carter's stated objective
of reducing oil consumption for purposes of electricity

production.

In addition to the economic benefit of TMI-1, is there any
other benefit?

Yes. GPU has as a goal attainment uvi a mix of fuels for
baseload generation rather than placing reliance on any one
fuel. Experience has shown fuel supplies can be disrupted.
Commencing in 1974, reliable o1l supplies have been dis-

rupted by international events. In a recent winter, the region
faced a coal strike and, in addition, blizzards and crippling

cold which froze coal stockpiles.

Nuclear units, because of their economies are usually ba e
loaded. When oil is in short supply, coal is used more
extensively to make up the deficiency. Conversely, when coal
is unaveilable oil is used more extensively. The multiple

fuel mix has not only helped GPU avoid serious fuel shortages,

1548 (58



-12-

but has permitted GPU to supply electrical energy to neigh-

boring utilities when they could not maintain fuel supplies

to meet their load.

TMI-1 offers Met-Ed and Penelec customers lowest cost electri-

cal energy and independence from fuel supply disruptions.

Does this complete your testimony at this time?

Yes. 1In the event that testimony may be required, in
conjunction with a base rate future test period, with
respect to projected nuclear fuel costs, I will furnish

such testimony.

1548 (59




MET-ED/PENELEC STATEMENT - APPENDIX A
EDUCATIONAL BACKGROUND AND EXPERIENCE OF
BERNARD H. CHERRY

\
|
|
|
\
Graduated from the University of Illinois with a Bachelor
of Science degree in Chemistry and Mathematics and a Master of i
Science degree in Nuclear Engineering. Did graduate work in i

\
nuclear science and engineering at Columbia University. In

addition, has participated in courses 'in Energy Supply and |

Decision Analysis at the Massachusetts Institute of Technology.

Prior to joining GPU Service Corporation, from 1963 through
1969 served initially as a nuclear engineer and finally as Ad-
vanced Reactor Development Manager with United Nuclear Corpora-
tion. Responsibilities included the development of advanced
fuels for breeder reactors and for the management of light

water reactor 1uel reload projects.

Joined GPU Service Corporation in 1970 as Nuclear Fuels
Manager responsible for all phases of nuclear fuel procurement

analysis and planning for the GPU System.

From 1974 through 1977, served as Manager of Fuels with
responsibility for overall fuel supply, planning, procurement,
and strategy for the utilization of coal, oil, and nuclear fuel

in the GPU System.

In 1977 was appointed Vice President of Corporate Planning
for GPU Service Corporation with respoansibility for all aspects
of the development of energy supply and demand strategy for the
GPU System, including generation selection, load forecasting,

long range planning and fuel supply coordination and planning.
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In addition to Mr. Cherry's work at GPU Service Corpora-
tion, he is actively engaged in a number of other activities
related to energy supply planning and load forecasting. These
activities have included serving as Chairman of an Energy
Modeling Forum Group focusing on the forecasting of energy
demand (funded by the Electric Power Research Institute and
administered by Stanford University, membership on the Electric
Power Research Systems and Materials Task Force, the Chairman-
ship of the Edison Electr'c Institute Nuclear Fuels Committee
for three years, membership on American Nuclear Society Fuel
Cycle Executive Committee, membership on the Atomic Industrial
Forum Nuclear Fuels Task Force, membership on the Atlantic
Council Nuclear Fuel Study Group and former member of the
Board of Governors of the World Nuclear rfuel Market. He has
co-authored 1976 Atlantic Council Nuclear Fuel Policy Paper
and the Atlantic Council Policy Paper on Nuclear Power and

Non-proliferation.
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Met-Ed/Penelec Exhibit E-1
Witness. B. H. Cherry

CUMULATIVE CAPACITY FACTORS FOR NUCLEAR UNITS
IN THE COMMONWEALTH OF PENNSYLVANIA

(Cumulative through August 1979)

Unit Capacity Factor, %
Beaver Valley 1| 34.6
Peach Bottom 2 64.5
Peach Bottom 3 66.1
Three Mile Island 1 69.9
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Met-Ed/Penelec Statement G
Witness: E. Newton Jr.

Please state your name and address.

My name is Edmund Newton Jr. My business address is P.0. Box 1018,

Reading, Pennsylvania.

By whom are your employed and in what capacity?

I am employed by GPU Service Corporation ("GPUSC") as Vice President-System

Operations.

Please state your educational and professional background.
A resume of my educational and professional background is set forth in

Appendix A.

Mr. Newton, what is the purpose and subject area of your testimony in
this case?

The purpose of my testimony is to suppor: the interchange and purchased
power compcaente of the forecast enmergy costs shown in Appendix B, Table
3, and the average annual PJM running rate depicted in Appendix B, Figure
5, of the petition of Metropolitan Edison Company for modification of
Commission Order eantered June 19, 1979 at I-79040308, a copy of which has
been marked for identification as Met-Ed/Penelec Exhibit A-2. I will
also supplement the testimony of Mr. R. H. Sims who will describe the GPU
efforts made during the period following the Three Mile Island ("TMI")
accident to secure lower cost energy than that available on a split-
savings basis from the Pennsylvania-New Jersey-Maryland Interconnection
("PJM") and the resulting short-term purchase agreements entered into by
CPU. I will further present and discuss the major interconnection and
bulk power supply agreements to which Metropolitan Edison Company
("Met~Ed") is a party and explain how these agrecments affect Met-Ed's

bulk power supply and operations, and in particular, form the backdrop for

the econowic purchase of energy following the TMI accident.

1548 043




A,

Which of the exhibits which have been marked for idemntification were
prepared by you or under your supervision?

Met-Ed/Penelec Exhibits G-3 through G-5 inclusive, were prepared by me or
under my supervision. Exhibits G-l and G-2 are composites of the principal
interconnection and bulk power supply agreements affecting Met-Ed, and I

will identify, discuss and sponsor them.

You said that you proposed to discuss the major interconnection and

bulk power supply agreements to which Met-Ed is a party and explain how
these agreements affect its bulk power supply and operations. Would you
please identify those agreements?

The agreements to which I referred are (1) the GPU Power Pooling Agreement,
dated July 21, 1969, as supplemented (identified as Met-Ed/Penelec Exhibit
G-1), among Met-Ed, Pennsylvania Electric Company ("Penelec") and Jersev
Central Power & Light Company ("Jersey"), which is the basic agreement
under which the CPU System operates; and (2) the PJM Agreement, dated
September 26, 1956, as supplemented (identified as Met-Ed/Penelec Exhibit
G-2), to which the GPU Companies acting in concert, are a party. Both of
such agreements, and all amendments and supplements to them, are filed as

Tariffs with the Federal Energy Regulatory Commission.

Would you please describe Met-Ed/Penelec Exhibit G-1?

Exhibit G-1 is a composite of the GPU Power Pooling Agreement, as amended
to date. It includes the original agreement and all subsequent amendments
in their presently effective form. As I mentioned the agreement is the
major agreement controlling the bulk power operation of the GPU system and
establishes the basis under which that operation is carried out and the

resulting interchange transactions and billings among the GPU companies

1548 044

are carried out.



The body of this agreement comprises a statement of general principles
while supplemental schedules are attached which set forth in detail the
various undertakings and transactions covered by the agreement. These
supplemental schedules are modified from time to time as changing circum-
stances require. The general philosophy underlying the GPU System is set
out very clearly in Section 1 of Article II of the GPU Power Pocling
Agreement, as follows:

"In order to obtain the maximum benefits of interconnectea

operation, the location, size and character of the installed

generating facilities or the amount and source of any purchased

generating capacity, shall be determined on a basis which

is most economical for the systems of the individual parties

as well as for the Integrated System, giving due consideration

to the meintenance of proper and adegquate service to the

customers of each of the individual parties."
In essence, that agreement and the language I have quoted is designed to
reflect the fact that Met-Ed and its affiliates constitute an "integrated

public-utility system,"

as that term is defined in Section 2(a) (29) of
the Public Utility Holding Company Act of 1935. An essential part of that
statutory definition is the requirement that the physical assets of the

entire GPU system, whether owned by one or more electric utility companies,

be operated as a single interconnected and coordinated system.

Does the GPU Power Pooling Agreement include any provision for the purchase
and sale of installed generating capacity?
Yes, it does, and specifically, this is set forth in Article II, Section 2.

This section makes the following provision:
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“SECTION 2. To equalize the future benefits and burdens related
to the installation or purchase of generating capacity, it is the intent
that each party hereto shall provide a share, appreximately proportional
to its expected size, of the planned base-load generating capability of
the Integrated System. To provide such share a party may participate in a
lifetime ownership of capacity hereafter planned and installed by another, may
individually or in association with other parties hereto purchase from others
not parties hereto, or may by short-term purchase from parties hereto provide
for its forecast temporary need for generating capacity. The amount and
duration of such short-term purchases shall be determined from time to time
after the effective date of this Agreement; and the conditions of service and
the rates and charges therefor shall be set forth as supplementary schedules to
be attached hereto."
In general terms, capacity sales and purchases will then be necessary to
equalize the generating capacity available to the several companies and to
redistribute among the companies the financial burden of providing that
capacity. Such routine equalizing capacity transactions are covered by

the provisions of Schedule 4.0l to the GPU Power Pooling Agreement.

Does the GPU Power Pooling Agreement provids for transactions other than
those of generating capacity?

Yes, it does. Also covered by the agreement are the energy and other
transactions that permit full advantage to be taken of coordinated planning

and operation within the System.

The bulk power facilities of the GPU subsidiary companies are also operated
on a coordinated basis with the detailed hour-by-hour operation supervised
and accounted for by the GPU System Operations Department, located in
Reading. This department is responsible for the reliable and economic
operation of the System and for its performance as an integral part of the
PJM system. To this end, and subject to GPU's obligations to PJM, the
System 'perations Department schedules the operation of generating units,

their loading for overall economy, and the scheduling of outages
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of generating units and of major transmission facilities for maintenance
or other reasons. It also does the accounting for the interchange trans-

actions among the GPU companies and for transactions with other utilities.

In summary, it can be said that, as to bulk power facilities, the GPU

System is planned and operated as a fully integrated unit.

Would you please explain in some detail what is represented by Met-Ed/Penelec
Exhibit G-2?

Exhibit G-2 is the PJM Agreement as amended to date. As was the case

with Exhibit G-1, Exhibit G-2 is a composite of the original agreement and
all subsequent supplements and reflects all amended provisions in their
presently effective form. This agreement, to which Met-Ed, along with

the other GPU Subsidiaries, is a signatory, is in practical effect a
pooling agrecment among six separate entities, of which GPU, as a group is
one. This is the major agreement under which the GPU S;stem as a group is
interconnected with the other electric utilities in the area. In turn PJM
is interconnected with outside power pools through inter-pool agreements.
There are several inter-pool agreements to which Met-Ed and the other GPU
Companies are signatcries, but they are basically agreements between the
members of PJM and other power pools with the benefits growing out of
those agreements flowing back to GPU and to Met-Ed through the medium of

the PJM agreement.

Are there any elements of the PJM and the GPU Agreements which affect, in
a major way, the bulk power supply and operations of the Met-Ed System?
Yes, there are two basic elements. The first which is fundamental to both

of these agreements is that there is implicit recognition of the obligation
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by each party to the agreements to provide, on balance, a proportionate
share of the generating capacity and associated transmission of the
overall system. The second is that, under normal conditions and subject
to area load protection requirements, the bulk power supply facilities
will be operated to achieve the greatest overall economy.

Maximum overall benefit can be achieved only if all available generating
equipment is operated on a fully coordinated basis which may mean that one
company generates in excess of its own imr ediate requirement with the
excess sold on an economy basis to other participants as interchange,
while another company may operate so that it is producing only a portion
of its requirements and is purchasing the balance as interchange from

other members of the pool.

You have spoken about interchange. Would jyou describe the fundamental
principle or principles of the PJM Agreement and the GPU Power Pooling
Agreement as they both relate to interchange?

The fundamental principle of both of these agreements is a sharing of all
benefits and risks incident to operation of the combinei bulk power system
of all of the parties. Each company will make available for the use of

the entire system all of its equipment available at a given time and in
turn will draw on the entire system for energy and capacity needs.

Each company will retain control of its own equipment so far as determining
whether the equipment can be operated without damage and further will take

advantage of the output of its own generation to the extent it is needed.

Every piece of generating equipment made available to operate at a given

time is operated to the waximum economy of the entire interconnected

system without regard to ownership. ] 548 068
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Maximum economy is achieved when the incremental cost (the cost of the
next unit of output from each generating unit) is equal across the entire
system. The highest incremental cost operating at a given moment is

referred to as the PJM "running cost” or "running rate".

After the fact, it will be found through a reconstruction of an hour's
operation tha: the dispatch for maximum economy to the PJM running cost
will identify some companies as actually generating with their own equip-
ment less than their own load requirements and hence are purchasing from
some other member of PJM, while other companies will be found to be
generating more than their system load and hence will be selling companies.
In each case the quantities being referred to are megawatt hours integrated
over an hour for generstion, load and interchange. Over a given hour the

total amount of energy being purchased will exactly equal the amount being

sold.

How are the PJM interchange purchases and sales priced?

In general, PJM transactions are made on the basis of sharing the "savings",
which in total is the difference between the out-of-pocket cost for the
energy being sold by the selling companies and the "avoided" cost which
would have been incurred by the purchasers in the event that such energy
purchased were replaced from the purchasers' own sources. The final

result of these transactions is to provide the buying companies with

energy at a lower cost than it would have incurred if there had been no
pooling operation, and will provide the celling companies with their
out-of-pocket costs plus a share of the total savings generated. In

effect, the savings will be shared equally between the buyers and the

sellers. '548 069
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Would you describe how the intra-GPU transactions are made?

The GPU Companies as a whole are treated as one company under the PJM
Agreement and as a group participate in all transactions with PJM, both
buying and selling. In reconstructing interchange transactions after the
fact, GPU, in total, is identified as either a buyer or seller and settles

with PJM exactly as each other participant in PJM does on a split-savings

basis.

However, a further accounting refinement is effected within GPU wherein
each company's transactions are reconstructed after the fact to determine
the transactions which would have occurred within GPU entirely apart from
PJM. For example, if GPU. as a whole, is selling to PJM, the sale will be
fr - the highest incremental cost equipment being run on the GPU System
which equipmert would not have been loaded *o that level in the absence of
a PJM transaction. The equipment producing the sale is identified by
owning company and cost and the GPU companies actually participating in
that sale will be reimbursed fully for the out-of-pocket .1el costs when
GPU receives payment from PJM. The excess receipt from PJM which is the
savings component, will be shared among all the GPU corpanies regardless of

their actual participation in the transaction.

Having identified the generation dedicated to PJM during a specific hour,
the balance by the same reconstruction procedure is then treated as an
intra-GPU transaction. All intra-GPU transactions are priced at "cost"
and therefore split-savings are not utilized for the pricing of those
transactions. During a given hour the result of this two-part transaction
may have the effect of having Jersey generating 100 MW less than its

hourly load, in total, but being identified as the seller of 50 MW to PJM
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and after the isolation of the PJM t-ansacticn, purchasing 150 MW from
Met-Ed. The sale of the 50 MW to P"( would be at its highest cost (let's
say, $40 per MW hour) and its purch.se of 150 MW from Met-Ed at a much
lower cost (let's say $25 per MW hour). The end result is that the lowest
cost energy is being retained within GPU and the highest cost energy

enters into PJM sales.

Similarly, when conditions warrant, GPU may, in total, be purchasing from
PJM and the GPU company, whose generation is less than its load, is
identified as the purchaser. Such energy is paid for at the full PJM rate
by such purchaser. The total GPU actual generation will next be accounted
for among its companies in accordance with the respective excesses or

deficiencies in meeting the company loads and the resulting intra-GPU

transactions paid for on a "cost" basis.

Would you please summarize the cost impact, upon the several GPU Companies
of the basic interchange principles you have described?

Although all three GPU companies participate in transactions both with

PJM and intra-GPU from both a buying and selling standpoint, the trans-
actions with PJM will inherently tend to involve the company with the
highest cost generation to a greater extent than the other companies.
Jersey tends to have the largest amount of high-cost generation from its
oil-fired units at Werner, Sayreville, and of combustion turbines.
Therefore, when transactions are caused to take place by the loss of a
base load resource such as TMI, the impact from an energy loss standpoint

will be proportional to the respective TMI ownerships but the cost impacts
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vill tend to be related to the cost of the alternative resources available
and will tend to impact pioportionately more heavily on Jersey than it

will on Met-Ed or Penelec.

You earlier referred to the GPU short-term purchases from other power
systems since the accident at TMI. Can you describe for us the accounting
treatment for those purchases?

Each short-term power purchase from other utilities is divided among the
three GPU companies in pruportion to their ownership in TMI (Met-Ed 50%,
Penelec 25%, Jersey 25%). Each company receiving such a purchase treats
it in effect as a generating unit whose output it can keep for its own use
or sell as interchange in accordance with the GPU and PJM agreements. If
the energy is sold to PJM, the cost is based on the energy and operating
capacity cost of the purchase and the seller absorbs the associated demand
charges. For intra-GPU transactious, the weekly demand charge is divided
by the weekly energy purchased and this amount is added to the hourly

energy and operating capacity cost.

You referred earlier to the PJM running cost. Will you please describe

the PJM running cost as shown in Appendix B, Figure 5 of Met-Ed's petition,
Exhibit A-2?

The rates shown on Figure 5 are actual average PJM running rates for

the period 1970 through 1978. The estimate of 31.7 mills/kwh for 1979 is,
in my opinion, a reasonable and appropriate estimate of the average running

costs that have occurred and will occur during the 1979 operation of

PJM.
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Are you familiar with the interchange and purchased power components of
the forecast energy costs shown on Table 3 of Appendix B, Exhibit A-2?

Yes, I am.

Where can the interchange and purchased power components of such costs
be identified?

The breakout of such costs can be found in Met-Ed/Penelec Exhibit A-3.

What opinion, if 2ny, do you have with respect to the forecast levels of
such interchange and purchased power expenses?

In my opinion, such levels of expense are reasonable and appropriate
estimates of what Met-Ed can expect to incur in those areas during the
forecast period, given the assumptions noted in Table 3. I might add that
the assumptions, as noted, vhich directly relate to the interchange and
purchased power components of the energy costs shown in Table 3 include:
(a) "cost plus 10%" pricing of TMI-related purchases from PJM, reflected in
the PJM proposal contained in the petition for a declaratory order filed by
Met-Ed and Penelec on October 10, 1979 and approved by the Commission; (b)
the continuation through 1980 of other economic TMI-related purchases; and
(c) the inclusion of the demand component of the cost of purchases; and (c)
the inclusion of the demand component of the cost of TMI-related purchases
through 1980 (the Commission Order of June 19, 1979 would allow recovery of

the demand component only until January 1, 1980).

With respect to the contemplated 1980 short-term purchases to reduce the
effect of the TML outage on energy costs, please indicate the amount and

cost of Met-Ed's share of such purchases and also indicate the savings
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Met-Ed/Penelec Exhibit G-3, Page 1, shows that Met-Ed's estimated short-term
purchases in 1980 will total 1,577 GWH at a cost of $44,639,000. It also shows
an estimated savings of $33,031,000 from these purchases when compared to

the estimated cost of $77,670,000 if purchased from PJM on a spiit-savings
basis. Page 2 of this exhibit shows the monthly detail of the short-term
purchases, and supports the forecast purchased power component of the

energy costs reflected in Table 3 of Appendix B of Exhibit A-2,

What is Met-Ed's estimate of its savirgs resulting from the various short
term power purchases since the TMI accident on March 28, 1979?
Met-£d/Penelec Exhibit G-4 shows the most recent monthly estimated cost of
TMI replacement energy for the period of April thru October 1979. The
exhibit shows the replacement cost before short-term power offset, and the

estimated savings from short-term purchases.

What is Met-Ed's estimate of its savings from the PJM proposal which was
the subject of the Petition for Declaratory Order filed on October 10,
1979 in Docket No. I-79040308?

Paragraph 4 of the petition for a declaratory order states that GPU
estimated a savings of $32 million from the PJM special purchase of 7
million mwh. Exhibit G-5 shows that Met-Ed's share of those savings is
estimated at $5.5 million from the special purchase in 1980. This amount
of savings is included in the interchange component of the energy costs

shown in Table 3 of Appendix B, Exhibit A-2 at this time.

Does this complete your testimony?
Yes, it does. In the event that additional testimony may be required
concerning reserve capacity, interchange and purchased power matters in

connection with a basic rate future test year period, I will furnish such

testimony.
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APPENDIX A

EDUCATIONAL AND PROFESSIONAL BACKGROUND

EDMUND NEWTON JR.

I was graduated from Clemson University in 1952 with a degree of
Bachelor of Electrical Engineering and from Massachusetts Institute of Technology
in 1954 with a degree of Master of Science in Electrical Engineering. I am a
member of the Institute cof Electrical and Electronics Engineers and a Registered
Professional Engineer in the State of Pennsylvania.

I was employed in 1954 by Metropolitan Edison Company (Met-Ed)
within the General Public Utilities (GPU) system. I served as Project Engineer
and later as Staff Engineer in the System Engineering Department. In June
1968 1 became Manager of Contracts and Rates for Met-Ed, a position which I
held until May 1, 1971, when I was transferred to the newly formed GPU Service
Corporation in the same capacity. In April 1973 I became a Vice President of
Planning and Economics for the GPU Service Corporation and in August 1977 1
became Vice President of System Operations.

My general area of concern throughout my employment has been with
the provision and operation of the bulk power supply facilities of the GPU
System. Among my specific responsibilities from April 1973 until August 1977
was the entire bulk planning process including load forecasting and the capacity
program to meet that load. Throughout my employment another area of my responsi-
bility has been the contractual relationships governing the interconnected
operations of tue affiliates within the GPU group and of the contractual arrange-
ments between the GPU group and electric utilities external to that group. In
the performance of these various assignments, I have performed and directed

economic studies including cost of service analyses relating, in general, to
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contractual relations among GPU affiliates and other interconnected generating
and transmission utilities, wholesale for resale customers, and large industrial
customers.

From 1969 through August 1977, I was also engaged almost continuously
in the preparation of filings for rate increases and in the subsequent formal
hearings. In the process I have presented testimony in formal regulatory
hearings by the commissions in Pennsylvania, New Jersey, New York and by the
Federal Power Commission.

My general area of responsibility since August 1977 in System Opera-
tions has been in the coordinating of the planning, development and implementation
of policies and procedures to optimize the economics and service reliability of
the GPU integrated system operation. Included in the area of my specific responsi-
bilities are the total transmission and distribution functions of the GPU System.
Among these functions is the System Operations Department which includes

dispatching, interchange accouniing and interchange forecasting.
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Penaloc
Met—Eq‘Exhibit No. G-1
Witness: E. Newtou Jr.

COMPOSITE

POWER POOLING AGREEMENT
AMONG

PENNSYLVANIA ELECTRIC COMPANY
METROPOLITAN EDISON COMPANY

JERSEY CENTRAL POWER & LIGHT COMPANY

(GPU POWER POOLING AGRLrENT)

This is a composite agreement made up of the
Original Agreement, dated July 21, 1969, between
Pennsylvania Electric Company, Metropolitan Edison
Company, New Jersey Power & Light Company, and
Jersey Central Power & Light, and the supplement
dated June 28, 1974, between Pennsylvania Electric
Company, Metropolitan Edison Company, and Jersey
Central Power & Light. This Composite Agreement
also includes all schedules revised through
November 30, 1979.
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COMPOSITE

POWER POOLING AGREEMENT
Among
PENNSYLVANIA ELECTRIC COMPANY
METROPOLITAN EDISON COMPANY
JERSEY CENTRAL POWER & LIGHT COMPANY
(Includes Effective Provisions of 7/21/69 and 6/28/74 Agreements)

AGREEMENT made and entered into this twenty-first day of July
1969 (and twenty-eighth day of June, 1974), among PENNSYLVANIA ELECTRIC
COMPANY (Penelec), a corporation organized and existing under the laws of
the Commonwealth of Pennsylvania; METROPOLITAN EDISOX COMPANY (Met-Ed),
a4 corporation organized and existing under the laws of the Commonwealth
of Pennsylvania; and JERSEY CENTRAL POWER & LIGHT COMPANY (JC), a corpora-
tion organized and existing under the laws of the State of New Jersey.

(PREAMBLES OMITTED)
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NOW, THEREFORE, THIS AGREEMENT WITNESSETH, that in considera-
tion of the premises and of the mutual ccvenants and conditions herein-
after set forth, the parties hereto do hereby covenant and agree with
each other as follows:

ARTICLE I

Interconnections to be Made Available

SECTION 1. The parties hereto shall continue to make avail-
able the existing transmission interconnections between their respective
systems and such other facilities as are required for the reliable and
economic operation of the Integrated System.

SECTION 2. By mutual agreement and as required from time to
time, the parties hereto shall make future additional expenditures to
improve the interconnection transmission lines and facilit as, as well
as to construct and to make available additional interconnection trans-
mission lines and facilities.

ARTICLE II

Service to be Rendered

SECTION 1. In order to obtain the maximum benefits of inter-
connected operation, the location, size and character of the installed
geanerating facilities or the amount and source of any purchased generating
capacity, shall be determined on a basis which is most economical for the
systens of the individual parties as well as for the Integrated System,
gilving due consideration to the maintenance of proper and adequate service
to the customers of each of the individual parties.

SECTION 2. To equalize the future benefits and burdens related
to the installation or purchase of generating capacity, it is the intent
that each party hereto shall provide a share, approximately proportional
to its expected size, of the planned base-load generatine capability of
the Integrated System. To provide such share a party may participate in
the lifetime ownership of capacity hereafter planned and installed by
another, may individually or in association with other parties hereto
purchase from others not parties hereto, or may by shert-term purchase
from parties hereto provide for its forecast temporary need for generating
capacity. The amount and duration of such short-term purchases shall be
determined from time to time after the effective date of this A icement;
and the conditions of service and the rates and charges therefor shall be
set forth as supplementary schedules to be attached hercto.
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SECTION 3. As a result of the provisions for installation,
ownership and purchase of generating capacity cn a forecast bpasis,
individual parties will at tirmes be deficient in generating capacity,
and payments shall be made by such Party or parties to the other party
Or parties in compensation for €Xxcess generating capacity supplied by
them to the deficient parties. The methods of measuring the amount of
such deficiency in or eXxcess ot generating capacity and of determining
the rates and charges are set forth as Supplezentary schedules and
attached hereto.

SECTION 4. The parties hereto, when it is to their mutual
advantege or when one Or more parties can provide operating cepacity
or produce and deliver energy at a lower cost than the other party or
parties, shall sell to and purchase from esch cther, or interchange
operating capacity or enerzy, and the methods of determining the rates
and charges therefor are set forth as supplezentary schedules and
attached hereto.

SECTION 5. A pParty having a deficiency in installed capacity
or experiencing a breakdown of equipzment, unusual load demands or unusual
or abnormal conditions in its system resulting in the need for cperating
capacity or energy in excess of that available from its normal sources,
Ray call upon any or all of the others to Supply emergency cperating
capacity o- energy up to the limits of the load carrying capacity of
the interconnection facilities in existence at the time, to the extent
of, and for the duraticn of the need therefor, and the party or parties
80 called uprcn shall suprly such exergency operating cepacity or energy
to the extent such is availeble to it or them and to the extent that
the same may be supplied without widuly irpeiring or Jeopardizing
service in the system or systexzs of the supplying party or parties, The
methods of determining the rate end charges for crerating cepacity or
energy surplied for the Purpeses described in this secticn are set forth
&8 supplezentary schedules and attached hereto.

SECTICN 6. Generating capacity and energy transactions may
&ls0 occur between the parties acting as a Eroup and other interconnected
Systems. The methods of allocation of credits and charges resulting
from such transactions are set forth as Supplementary schedules and
attached hereto.

SECTIOX Tf To equalize the future benefits and burdens
related to the planned installation of the dulk transmission systen,
vhich myst be cccrdinated with the planning of generating facilities
provided for in SECTION 1, it is the inten that each party hereto
shall provide or bhe financially responsible for a share of the system,
approxicately vreorortional o its exrected use of the planned bulk
transnission facilities of the Integrateqd System. In the determination
of appropriate shares, as required by this intent, consideration shall
be given not only to the ownership of zueh facilities, but also to (a)
Payments made or received anp this Acreement (b) raments made or
received under agreements with others {e) relative costs for comparable

|

e

ti f construction, and (d)

plies. Iztalance among the rela-
- A

QO e

o
facilities as influenced by location or
the use of such facilities for loeal su

tive contridutions shall be corrected by payments icng the Parties as
set forth in Supplementary Schedules to »he attached hereto ] 548

* Amended by 6/28/74 supplement,
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ARTICLE IIT

ggeration

SECTION 1. The energy to be supplied hereunder shall be in
the form of three-phase, sixty-cycle alternating current at a nominal
voltage at each delivery point approximately equal to the voltage rating
of the particular transmission line interconnections mentioned in Article
I hereof.

SECTICN 2. Each party shall adjust, maintain and cperate the
portion c¢: the interconnection facilities made available by it in
accordance with good modern practice and in such a manner as will
render, to the greatest extent practicable and reasonable, the services
intended hereunder, and shall from tize to time maxe such replacement
and renewals as may be required to insure the gocd operating cendition
of such facilities. Zach party shall adjust, maintain and orerate the
remainder of its system in accordance with zood modern practice and in
such manner as.will, to the greatest extent practicable and reasonable,
protect the apparatus and circuits of the others fronm darage and interrup-
tion by lightning, short circuits, potential surges, or otherwise and
prevent eny disturbance or condition originating in its system from
affecting service in the systems of the other parties.

SECTION 3. Estimates of load and generating capacity shall
be provided hy the parties as often as shall be required to maintain
satisfactory operation of the Integrated System, and eny and all sys-
tem records and accounts pertaining thereto shall be made available
at reasonable tizes by all parties to each other.

ARTICLE IV

Points of Delivery

The points of delivery of electric energy supplied hereunder
shall be the points of connection of the transmission facilities between
the parties hereto.

ARTICLE V

Metering

SECTION 1. All energy flow between the systems of the parties
hereto shall be reasured by means of suitable metering equipment as now
existing or as hereafter mutually agreed upon.

SECTION 2. All metering equipment used under this Agreerent
may be inspected or tested by qualified representatives of any of the
parties hereto at such times as may be mutually agreed upon.
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SECTION 3. Procedure in respect to maintenance, testing, cali-
brating, correction and registration records and precision tolerances of
all metering equipzent used under tnis Agreement shall be in accordance
with good practice and as may be agreed upon among the parties hereto
froa time to time.

“ ARTICLE VI

Indemnitx

Each party hereto shall save harmless the other parties hereto
of and from any and 21l loss and damage by reasons of any bodily injury,
death, or damage to property caoused or sustained in that part of the

ities owned, controlled or made available by it,
notwithstanding that a judgment zmay be rendered acainst one or all of
the cther parties hereto; except that eech party hnereto shall be re-
sponsible for all claims of its own employees, agents and servants
growing out of any workzen's compensation law.

ARTICLE V1I

Operatinz Cormittee

SECTICN 1. An Operating Ccmmittee shall be established to
carry out the intent and spirit of this Agreerent, and shall consist of
one representative designated bty eac! party hereto. The represcntatives
designated ty the parties nereto are authorized to act as agents of the
parties as to ocperating errengements ecnd all matters associated with the
transactions covered by this Agreement. In all decisions made by the
Operating Committee in carrying out or operating under the provisions of
this Agreement, the parties shall have equal voice and vote and the de-
cisions thus made by a majority of the Operating Cozmittee shall be
binding on all parties hereto.

SECTION 2. In order to permit flexibility to conform to
changing conditicns, the Operating Committee shall cause to be prepared,
from time to tizme, individual schedules s tting forth definitions,
descriptions of interconnections, methods of determining charges for

2 facilities, methods of de rmining installed and
for deterxining the price and
¥. and any other matters
ing cut of this Agreezment. Upcn
10 of any such schedule in the
ection and satisfacticn of all

schedule shall become a past

~
c
=
e
+
9
d

ranner hereinarter pr d
applicadle regulatory requ
of this Agreezent.

SECTION 3. By its execution of this Azreement, each of
pe~.ies hereto represents that its Eoard of Directors has conferred
Jgpon its President, or any Vice President, authority in its name and
on its behalf to accept any and all such schedules as said officer or
officers shall approve. The initial schedules which are attached
hereto and hereby made a part of this Agreement shall be deezed to
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have been so accepted by each of the parties hereto, but each of such
schedules shall te subject to revision or deletion by action on behalf
of all of the parties hereto through the execution of a substitute
schedule revising cr deleting any or all of the schedules.

SECTION L.* A Vice President of the Service Company is hereby
authorized to file with the Federal Power Commission on behalf of ell
the parties hereto, this Agreement, amendments or supplements made by
them to this Agreement, and revised schedules prepared by them to re-
place those attached to and made a part ol this Agreement.

ARTICLE VIII

Monthly Rilling

SECTION 1.* On or before the seventh workinz day of each month
the Service Company, as Agent shall prepare or cause to be prepared
statements for all transactions under this Agreement which occwrred
during the preceding rmonth. Payments of the net amounts due shall be
made directly among the parties hereto onm cr before the twentieth day of
the month.

SECTION 2. The monthly emounts owed tc or due from PJM or
others, and wnich are to be allceated undnr the terrs of this Agree-
ment, shall be so allocated by the Service Company among the parties
hereto. The Service Cozpany, as Agent, shall make timely collection
of such amounts and either deliver them to the Agent for PJM, or to
others as eppropriate, or distribute them azong the parties hereto.

ARTICLE IX

Waiver of Richts

Any waiver at any time of any rights as to any default here-
under or any other rmatter arising hereunder shall not be deemed a
waiver as to any default or other matter subsequently occurring.

ARTICLE X

Cancellation of Azrecment

The Agreoment dated September 2L, 1056, together with all
supplements thereto, amcnz the parties hereto, is hereby cancelled and
terminated as of the effective date of this AZreement; provided, however,
that nothing herein contained shall pe construed to relieve any of the
parties to th. said Azreemen* fren any liability or obligation to the
others arising thereunder prior to said effective date of termination
thereof.

*Amended by 6/28/74 Supplement. ] 548 083
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ARTICLE XI*

Ef fective Date and Termination

This Agreement shall become effective on the later of
September 1, 1969 (August 1, 1974) or the first day of the month following
its acceptance for filing under the Federal Power Act, and shall continue
in full force and effect until any party hereto shall give to the others not
less than three (3) years' written notice of its desire or intention to
terminate the same.

ARTICLE XIT

Successors and Assigns

Thie Agreement and all of the terms and conditions hereof shall
be binding upon and enure to the benefit of the parties hereto and their
respective successors and assigns.

Executed on behalf of

Pennsylvania Electric Company

Metropolitan Edison Company

Jersey Central Power & Light Company

1548 084
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0 GPU POWER POOLING ACREFMENT

Index of Schedules
Schedule Date of
Number Issue Subjecr
2.01 7/21/69 Trunsmission Line Interconnections - Penelec and
*et-Ed -
2.02 6/28/74 Transmission Line Interconnections - Met-Ed and
Jersey Central
2.06 6/28/74 Miscellaneous Facilities Made Available by Parties
Hereto
2,07 6/28/74 Additional Transmission Facilities Made Available
By Met-Ed
2.08 7/21/69 Facilities and Services Made Available to PJM
3.01 6/28/74 Costs of Certain Special Facilities and Related
Monthly Charges
(:> 3.02 6/28/74 Investment and Chai.es for Interconnection

Facilities at Voltazes Below 115 kV and of

Specified Transmission Facilities - Met-Ed -

Jersey Central

3/38/29

4.01 4125117 Installed Capacity Obligations Within CPU and
Related Charges

4.02 7/21/69 Operating Capacity Obligations and Charges

4.04 4/28/76 Regulating Capability Obligations and Charges

4.11 10/08/76 Recognition of Actual Weekly Peaks

4.12 10/08/76 Recognition of Actual Unavailable Capacities

4.21 10/08/76 Annual Allocation of GPU Installed Capacity

4,211 10/08/76 Forecast Diversified Planning Period Peaks (P)
Upela9 A

4.212 Forced Outage Rate Adjustments (F)

4.213 10/08/76 Load Drop Adjustuments (D)

5.01 6/28/74 Transmicsion Charges
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+ Index of Schedules

Schedule Date of
Nunmber Issue
5.02 10/08/76
5.03 6/29/78
5.04 11/24/78
6.01 6/28/74
7.01 6/28/74
7.02 7/21/69
8.01 6/28/74
8.02 6/28/74
8.03 6/28/74
8.04 4/28/76
9.02 6/28/74
9.03 6/28/74
10,01 6/28/74
11:01 10/08/76

Subject

Transmission Charges and Loss Adjustment for
Delivery of Three Mile Island Unit #1 Output

Charges Related to New 500 kV Transmission
Facilities

Allocation of PJM 500 kV System Losses
Metering Points
Interchange Energy Transactions and Charges

Rates and Payments - Components of Operating
Capacity and Energy Costs

Allocation of Installed Capacity Payments to
OR from PJM

Allocation of Payments to OR from PJM for
Operating Capacity and Energy Transactions

Allocation of Savings = GPU Group Share of
Savings on Trancactions Between PJM and Other
Areas of Pools (external groups) - Miscellaneous
Allocations

Allocation of Payments to OR from PIM for
Regulating Capacity

Allocation of Expenses - PJM and Miscellaneous
Items

Allocation of Interarea Tie Costs
Participation in Administration of PJM Agreement

Definitions

1548 086
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' Penelec Vel .Cd~ "‘(-J: byreement
Sehedule ___ c.UL g,
Date of I13sen 1-21:-29
Oote Effective
Super,Sched, Mo,
Oste of Super.Scraed, = —————

-

SUBJECT:  TIARSMISUICH LINE INTRUCOUNLUTIUNS = PLNELEC ail) iLT-LD

Met-Ld and Peneclec shall muke availahble the folluvin; existing trense

nirsion intercunnections between their resvective systems:

1. At & point on the bounlary line of Curberland and Adams Counties,
Pennsylvania, where Penclec's 115 KV line from its Carlisle Pike
Substation meets Met-Ed's 115 KV line from its Gardners Substation.

2. At a point ncar Montebello in Perry County, Pennsylvania, where
Panelec's 230 KV line from its Lewistown Substation neets let-Ed's
230 KV line from its Middletown Junctien Substation.

POOR ORIGINAL

1548 087
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Penelec--Met-FEd--JC Agreecuent

Schedule 2.02 Rev, 1

Date of Issue o/23/T4

Date Effective 8/1/74
Page 1 of 3

SUBJECT: TRANSMISSION LINE INTERCONNECTIONS - MET-ED AND JC

Met-E4 and JC shall make avalladle transmission interconnections

betveen their respective systems at the points on the boundary line

betveen the Cormonwealth of Pennsylvania and the State of New Jern~v

in the Delaware River, as follows:

1.

2.

3.

L,

So

Approximately 0.25 mile south of the Portland-Colunbia Bridge
vhere Met-Ed's 34.5 KV line from its Mt. Bethel Substation

meets JC's 34.5 KV line from its Columbia Substation.

Approximately 0.6 mile north of the Belvidere Bridge where
Met-Ed's 3L.5 KV line from {ts Richmond Substation mects JC's

34.5 KV 1ine from its Pequest River Substation.

Approximately 0.85 mile north of Getters Island vhere Met-Ed's
3k.5 KV line from its Lehigh Water Substation meets JC's 34.5 KV

line from its Marble Hill Substation.

Approximately 1.25 miles south of the Easton-Phillipsburg Bridge
vhere Met<Ed's 34.5 KV line from its South Esaton Substation

meets JC's 3L.5 KV line from its Phillipaburg Substation.

Approximately 0.75 mile south of Raubsville where Met-Ed's
34.5 KV 1line from its Raubsville Substation mests JC's 34.5

KV line from the Gilbert Station.
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7.

10.

12.

Penelec~-Met-Ed--JC Agreement
Schedule 2,02 Rev, 1

Date of Issue 6/03/74
Date Effective 8/1/T4
Page 2 of 3

Directly south of and adjacent to the Cilbert Station where
Met-Ed's 115 KV lines from its Glenden Substation meet JC's

115 KV lines from the Gilbtert Station.

Directly southeast of and adjacent to the Giltert Station
vhere JC's 3L.5 KV line from the Gilbert Station meets Met-Ed's
34.5 KV line No. T12.

Approxizately 1.0 mile north of the Frenchtown Bridge where
Met-Ed's 34.5 KV line ¥o. 712 meets JC's 34.5 KV line from

its Frenchtovn Substation.

Directly eést of and adjacent to the Gilbert Station where
JC's 3L.5 KV line from the Gilbert Station meets Mot-Ed's

34.5 KV line No. T1k.

Approximately 0.75 mile south of the Milford Bridge where
Met-Ed's 34.5 KV line No. 714 meets JC's 34.5 KV line from

the vicinity of Milford.

Directly southeast of and adjucent to the Gilbert Station
where JC's 3L.5 KV line from the Gilbert Station meets Met-Ed's

34.5 KV line No. 28.

Approximately 2.0 miles north of Belvidere and 0.25 mile east
of Boardman's Island where Met-Ed's 115 KV line from its

Portlend Substation meets JC's 115 KV line from the vicinity

of Belvidere. ' 548 089



1L,

15.

16.

ACCEPTED:

Penelec--Met-Ed--JC Agreement
Schedule 2.02 Rev.,

Date of Issue 6/28/74
Date Effective 8/01/74

Pege 3 of 3

Approximately 0.1 mile southwest of Tocks Islend and 2.25 miles
east of Shawnee-on-Delavare where Met-Ed's 34.5 KV line from
its Bushki{ll Falls Substation weets JC's 3L.5 KV line from the

Kittatinny Substation at Mount Vernon, New Jersey.

Directly north of and adjacent to the Portland Station vhere
Met-Ed's 230 KV line from its Portland Station meets JC's 230 XV

line from its Greystone Substation.

Direstly north of and adjacent to the Portland Station where
Met-Ed's 230 XV line from its Portland Station meets JC's 230 Kv

line from its Kittatinny Substaticn,

Directly south of and adjacent to JC's Gilbert Staticn vhere
Met-Ed's 230 KV line from its Hosensack Substation weets JC's

230 KV line from its Gilbert Substation.

~

Pennsylvenia Electrie Co. Metropolitan Edison C». Jersey Central PLL Co.

.

. . 4 /’.' ".‘. I
By "WT\ By '7.(/5"’{/;:/ 8y ¢ /‘.7'1?-4- gt

e
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Penelec~-Met~Ed=-<JC Agreement |
Schedule 2.06 Rev, 1

Date of lssue 6/2B/74% |
Date Effective E/1/14

BUBJECT: MISCELLANEOUS FACILITIES MADE AVAILABLE BY PARTIES MERETO

1. The parties hereto shall make available for use by the
Integrated Systea such telemetering and communications facilities as

are required to cerry out the intent and purpose of this Agreement. |

3. The parties hereto shall, upon request, make availabdble
to other ind!.icdual parties hereto cuch telemetering and communica-

tions facilities as may bYe necessary for their efficient operation.

1548 091 1
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Penelec~-Met~Ed-=JC Agreement
Schedule 2.07 Rev._1
Date of Issue 6/28/1h
Date Effective 8/1/74

SUBJECT: ADDITIONAL TRANSMISSION FACILITIES MADE AVAILABLE BY MET-ED

1. By a scparate Agreexent, dated October 30, 1964, Met-Ed
has established interconnections with Pennsylvania Power & Light
Coapany (PL) and Met-Ed and PL have each agreed to furnish certain
tranoaission service to the other, said interconnections and service
being subject to change frum time to time in sccordance w#ith the
Agreezent. As a result of the establishment of such interconnections
between Met-Ed end PL and such reciprocal transmission service, Met-Ed4d
can mcke use of PL's fucilities for tye transmission of energy betwveen
Penelec and JC. Moreover, the facilities of Met-Ed and PL provide
parallel nraths between the facilities of Penelec and the portion c?
the Met-Ed system in the vicinity of the Delavare River, and it s

inmpoesible to coatrol the division of flowv of energy over the severel

parallel paths.

2. Under these circumstances, all energy delivered between the
facilities of Penelec and the facilities of JC and subject to
Echedule 7.0l shall be deemed to be energy delivered by Met-Ed as
though the whole of the tranzmission service between the systems of
Penelec and of JC were provided by Met-Ed and, in connection with
such transactions, Met-Ed shall be deemed to Le a transmitting party

vithin the meaning of Schedule 7.01.

1548 092
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SUBJECT: FACILIT

IZ5 AND SERVICES MADZ AVAILABLE TO PJM

Penelec Nl . Fd— Nlw & dgreqment
Bchedyle 2ol S — v,

o
Date of lus.e ey,

Qate Effective
Super,Sched, o,
Dote of Super.Sched,

1. So long a3 all the parties hereto, as the GFU Group, shall be
in PJH, each of the parties hereto shall, to the extent,
for the purpcses, and subject to the limitations provided 4n the

participants

Agreerment es
use in PJi,

the action necessary on its part to furth
the coordination therein contemplated.

ACCEPTED,

Pennsyluanin Elee.Co,
of3/ N.5.Dadson

tablishing PIMs

(1) make its cwn facilities available for

(2) furnish the servides therein provided for, and (3) take

Yetrepoliten Edicon Co.

a3/ F.Cox

er the cooperation and schieve

1548 093
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Penelec--Met-Ed--JC Agrerment
Schedule__ 3.01 _ Rev. 1
Date of Issue 6/2%/14

Date Effective 8/1/74

Page 1 of 2

SURJECT: COSTS OF CERTAIN SPECIAL FACILITIES AND RELATED MONTHLY CHARGCES

1. The facilities descrided in Schedules 2.0l to 2.06, or in
additional schedules replacing or extending thece facility descriptions,
are considered es special facilities for which interparty charges should
be made, except for interconnecting lines at 115 KV or higher voltege,

the uses of vhich are otherwise recoguized by transmission charges.

2. Charges shall be cade at the rate of 1% per month applied to
the actual or estimated costs of the gpecial facilities. Where the
fecilities are supplied for the exclusive use of any party, that party
ehull pay the entire charge. Where the fecilities are for Joint use,
the users shall be considered equally responsible for costs, except
that, in the case of the jointly used facilities described in Schedule
2.06, the responsibility for montﬁly costs shall be allocated among
the parties hereto in proportion to their respective annual size

fectors (as defined in Schedule 11.01).

3. The costs shown in Schedules 3.02 to 3.05, or in additional
schedules replacing or extending them, shall be actual costg to the
extent available. Estimated costs of new facilities are to be replaced
vith actual costs when these are determined. Costs may be based for
certain fecilities cn the application of average unit costs to an

inventory of facilities in service. Where lower voltage use of poles
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Penele *weMat-FPd-.JC Asreement
Schedule 3.01 Rev, 2

Date of Issue 6/23/74
Date Effective 8/1/74

Page 2 of 2

by owning party exists, an appropriate credit to cost has been made to

reflect such use. Costs of the interconnecting facilities for Joint

usge include wetering, but exclude line terminals.

1548 095
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SUBJECT:

Schedule
2.02
Itea

Ko,

1

sS40

1

.—l’ -

Penelec~-Met ~-Ed-~JC Asreexzent
Schedule 3,02 Rey, )
Date of Issue 6/23/74

Date Effective O/1/74
Page 1 of 2
IRVESTMENT AND CHARGES FOR INTERCONNECTION FACILITIZES AT VOLTAGES
BELOW 115 KV AND OF SPECIFIFD TRANSMISSION FACILITIES « MET-ED-=JC
(Oollars) (Dollars)
Investaent in Investaent in
Joint (e Exclusive Use
Line Mo, Ling Desiznaticon Xy Facilitias by Faciliting by Note
Fet.fd JC Vet.id JC
l, tto BC"‘.II, P‘v -
Colusbia, K.J. .5 25,561
122 Richeond, Fa, - Prouest
River Substation, N.J. .5 45,370 34,480
6 Lehigh ater Co., Ps, -
Farble Hill, t.J. WS 9,50 19,1 (s)
18 S. faston, Pa, -
Phillipsburg, N.J. .5 33,261 31,400 (s)
e Raubsville, Pa, -
Gilbert Staticn, N.J, i.5 9,234 89,996
n2 Gilbert Station, ¥.J. via
Pa. to Frenchtown, Y,J, N5 91,75%
N4 Gilbert Staticn, N.J, via
Pa. to Milford, N.J. 5 42,081 6,058 28,231
by Gilbert Station, N.J, -
Ferndale, Pa, 5 40,29 17,160
K710 Bushkill Falls, Pa, -
Kittatinny, N.J. n.5 126,95¢
180,550 109 &% J45,84% 174 213

Konthly Paveents for Facililies

Joint Uea Facilitiag

Excess X invesicent

Hot-[d pays

Exclusive Uss Facilities

Excess Yot-fd investeent
X pays Mat.(d

Kat Total Payzent - JC to Met-fd

$133,20 - $160,590 o 37,454

07,650 1 1/2 x 12 . 8.2

$145,508 - §126,953 o 418,950

$18,980 » 1% . $180 80
§151.53

POCR ORIGHYL
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Penelec-~Met-Ed--JC Acreement
Schedule 3.02 Rev., 1

Date of Issue 6/23/74
Date Effective 8/1/ 1%
Paga 2 of 2

(a) Estinated cost to bo replaced by actual vhen availatle,
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Penclec-Met=-Ed-JC Agrecment

Schedule 4.01 Rev. 5

pate of lssuc March 30, 1979
Date Effective June 1, 1979

SUBJECT: INSTALLED CAPACITY OBLIGATIONS
WITHIN GPU AND RELATLD ChARbnS

1. The responsibility for capacity, equal in total to the Installed
Capacity of the Integrated System, shall be allocated among the parties by applica-
tion of the methods specified in Schedules 2,21, 2.211, 2,212 and 2,214 of the PJM
Interconnection Agreement. Modifications of those PJM Séhedules, appropriate for

_ aspplication within the Integrated System, are {dentified herein as Schedules 4.21

and 4.211 to 4.213. Computations made annually in accordance with these schedules
provide the basis for the specified week-by-week capacity accounting.

2. Within GPU the capacity accounting shall be on a weckly basis. The
Weekly Capacity Obligations (NCO)'of cach party shall be the sum of its Basic
Capacity Obligaticn (2C0), as determined under Schedule 4,11(5), and its Unavcilable
Capacity Adjustment (UCA), as determined under Schedule 6.12(6).

' 3. The Weekly Capacity Obligation of each party shall be ccmpared with its
Installed Capacity to determine the excess or deficiency of capacity for each party.
If the I stalled Capacity of a party changés during the week, the value used here
ghall be the average of its capacities actually installed on each weekday, exclud-
fng holidays.

4, Those partics that are deficient in capacity shall make payments to
those partics having excess capacity at a weekly rate for each kilowatt of capacity
deficiency according to the following schedule:

Effective June 1, 1979 §0.490 per kW-week

1548 098
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Jenelectie L Ede NAe . Agragment
: : : Schedule h02 Rew. __
Date of lssue __ ol =

Oate Effective_
Supar,Sehed No, _
Oate of Super. Sched,

UBJECT: OPERATING CAP.CITY Q2LICATIVIG alD CHANGLS

1. The reserve operating capacity oblipations of the GPU Groun,
including spinning, scheduled or other elassifications of reserve, are
deternined under the PJit Agrecmente These Croup obligations for cach
peak period shall be allocated among the parties hereto during éach month
on the basis of their meonthly sizé fuctors for the irmediately precer ag

month.

2. Each of the parties hereto shall provide or account for daily

operating capacity obligations determincd as follows:

(a) For each peak veriod, its lead for the hour of the GPU
CGroup pericd peak, olus its allocated share of the GPU
Oroup'rescrvc cperating capacity odligaticn;-and

(b) For all other periods, the acital lecads of its system
plus its allocated share of the GPU Group reserve

operating capacity obligation,

3. The obligation of each party for each period shall be compared
with the operating capacity actually provicded by it, to determine the
excess or deflicicncy of operating capacity for each party.

L. Those parties (if any) that are deficient in operating capacity
shall make payments to those parties (if any) having excess cperating
capacity for supplies of operating capacity limitod in amount either to
that which is required, or that which is available, whichever is smaller

S« Operatirg capacity charges shall he based on the supplier's costs;
if there are more than one supplier, the per unit charge shall be the
veirhted average per unit cost of the several suppliers. If there is an
excess of peak period operating capacity available within the GPU Croup,
after acccunting for supplies to or from PJM, the cost of this cxcess
s8hall be allocated amony the parties on the same basis as is applied in

paragraph 1,
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Penelec--Met~FEd=-=IC Agrecment
Schedule L. Ok Rev,

Date of Icsue /287116

Date Effective 0/1/70

Page 1 of 2
SUBJECT: REGULATING CAPARILITY OBLIGATiONS AND CHARCES

1. The total regulating capﬁbility requirement of the GPU
Group shall be as determined under the Pennsylvania = Ne; Jersey -
Maryland (PJM) Interconnection Agreement. Each of the pnrtiés
hereto ehall provide or othervise account for their share of the
iotal requirement in accordance with this Schedule.

2. The total regulating capability requirement, and the amount
of regulating capavpility provided by each party hereto, shall be
accounted for horrly.

3. The summation of hourly total regulating capability require-~
ments in each month shall be allocated among the parties hereto in
proportion to their monthly size factor for the immediately pre-’
ceding month. Excesses or deficiencies of regulating capability

of any party hereto shall be determined as the difference between

their ellocated share of the total requirement and the amount actually

provided by that party ir the same monthly period.

k, Payments for deficiencies shall be made by those parties
hereto (if any) which have provided insufficient regulating
copability to those parties hereto (if any) which have provided
excess capability, provided that the supplies ©f regulating

-capability shall bde limited in amount to the lesser of (1) the
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Penclec~~Met-Ed--JC Agreement

Schedule L.0L Rev,
Date of Issue W/2B/ 1

Date Effective 6/1/16

Page 2 of ?

.5+ Rates for regulating capability settlements among the
parties hereto shall be the same as those then in effect under

the PJM Agreement,
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. ' Penelec--Met-FEd--JC Agreement
Schedule L,112 Rev,

- Date of Issue 10/8/7¢6
Date Effective 11/8/76
Page 1 of 2

SUBJECT: RECOGNITION OF ACTUAL WEEXLY PEAKS

1. Actusl veekly peaks shall be recognized in the veek-by-wveek

capacity eccounting in accordance with the terms of this Schedule.

2. The average veekly peak loads of each party shall be estimated
for each Planning Period. If a major loss or addition of firm load,
such as, but not limited to, the transfer of a large load from one
supplier to another, is expected to occur during a Planning Period, but
after the summer peek of the party or parties involved, such expected
loss or addiiion shall be ignored in the determination of the estimated
average veekly peak for the purposes of this paragzraph and of Schedule
4.213 and for the determination of the forecast winter peak used in
Schedule 4.211. 1If the loss or addition is expected to occur before
the sumzmer peak, the forecast average wveekly peak shall be determined

&8 though the loss or addition existed during the entire Planning Period.

3. The ratio for each party of its Forecast Capacity Responsibility
(PCR), determined as in Schedule 4.21(1), to its estimated average
veekly peak for the same planning period shall be determined. These

ratios shall be called the Annual Adjustment Ratios (AAR).

k. Each week, the actual weekly peak of each party shall be
multiplied by its Annual Adjustment Ratio. The ratio of the product
for each party to the sum of the products for all parties chall be

called the Weekly Allocation Factor (WAF).
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. Penelec--Met-Ed--JC Agreement
Schedule 4.11 Rev.
Date of Issue 10/9/746
Date Effective J1/8/16

Page 2 of 2

5. The G instelled cepacity for the veek, less the sum of the
Unavailable Capacity Adjustuments specifled in Schedule 4.22(4), 2hall
be multiplied by the Weekly Allocation Factor. The products are the
Basic Capacity Obligations (BCO) of each party toc be accounted for
under Schedule 4,01, If the GFU Installed Capacity changes during the
veek, the value used here chall be the average of the capacities

actually installed on each weekdey, excluding holidays.
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a® . Penelec--Met-Fd--JC Agreement
Schedule L.,12 Rev.

Date of Issue 10/R/ 76
Date Effective 11/3/76
Page 1 of 2

SUBJECT: RECOGNITION OF ACTUAL UNAVATLABLE CAPACITIES

1. Actual Unavailable Capacities shall be recognized in the week-

by-veek capacity eccounting in accordance with the terms of this Schedule.

2. The forecast averege of each party's 52 weekly Unavailable
Capacitics shall be detemined for each Planning Period as the algebdraic
sum of:

() 4its forecast averege Installed Capacity during the
Planning Period times its forecast average forced
outnge rate as used in Schedule 4.212;

(11) the forecast average of its Unavailable Capacity in
each veek because of planned and maintenance outages,
and

(1141) the forecast everag: of its miscellaneous adjustnments

in each wveek, both as used in Schedule 4.213.

3. The actual average Unsvailable Capacity of each party shall
be determined each week as the average of the unavailable amounts in

the 52 wveeks ending with the current week for which an accounting

is required.

b, Pifty percent of the excess of the above actual average over
the forecast average for each party shall be assigned as the Unavailable
Capacity Adjustment in that party's Weekly Capacity Obligation to be
accounted for under Schedule L.0l. If the mctual average for the veek
f8 less than the forecast average of sny party, S0% of the difference

chall be assigned s a credit to that party's Weekly Capacity Obligation.
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Penelec--Met-Ed-JC AZreecent
Schedule L,12 Rev,

Date of Issue 10/8/76
Date Effective 11/8/76

Page 2 of 2
5. The 50% used in 4. above corresponds to & 0.5 factor specified

in Schedule 3.01 of the PIM Interconnection Agreement. If this factor
48 changed in the PIM Agreement, consideration shall be given by the

Operating Comuittee to a corresponding change in the factor used herein.
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Penelec--Met-84..JC Azreezent
Schedule L.21 Rev,

Date of Issue 10/8/7

-

]

Date Effective 11/8/76

Pege 1 of 2
wn.rm:_ ANXUAL ALLOCATION OF GPU INSTALLED CAPACITY

1. The annual allocation of the GPU Installed Capacity shall be

rade in May of each ycar for the succeeding Planning Period. The

capacity allocated to each party under the terms of this schedule shall
be called its Forecast Capacity Responsibility (FCR).

2. For any Plaucing Period, the FCR of a party shall be calculated

as follows:

R+4F+D
PCR = P x tl ¢ =160 }

Where:

P = the forecest diversified Planning Period peak of the party,
in megavatts, determined in accordance with Schedule L.211
hereof;

R = the margin of the veighted average GPU Installed Capecity for
the Planning Period over the forecest Planning Period peak of
the Integrated Systea, in percent of such Planning Period peak;

F = the farced outage rate adjustment, in percent, determined in
eccordance wvith Schedule 4.212 hereof;

D = the lcad drcp adjustzent in percent, detemined in accordance

vith Schedule L.213 hereof.

3. It {8 recognized that changing conditions and improvements in
techniques may require from tizme to time the addition of other factors
in the above equetion end the revision or deletion of factors currently
included therein. If any such change is made in the equation or factors

specified in the PIM Interconnection Asreezent, a corresponding change
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. Penelec--Met-Ed-=JC Asreement
Schedule__ 4.21  Rev.

Date of Issue 10/8/7¢
Date Effective ‘l/ol.q
Pege 2 of 2

in this Agreezent shall be considered by the Operating Committee. If
any changes are then approved, this schedule and related subschedules
ehall Ve eppropriately revised and supplemented and shall thereupon be

made effective.

k. The forecast data used for these computations shall be the
most recent available prior to the beginning of a Planning Period. As
to the Planning Period for which an accounting is next to be accomplished,
there iz no need that such data egree with those used in PJM computations

for the same Planning Pericd.
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Penelec~-Met-Ed--JC Acreement
Behedule L.211  Rey.

Date of Issue 13/8/76
Date Effective 11/5/76
Page 1 of 3

SUBJECT: FORECAST DIVERSIFIED PLANNING PERIOD PEAKS (P)

1. The forecast diversified Planning Periocd peaks (P) of the parties
shall be determined in accordance with this Schedule so long as the

forecast Planning Pericd peak of the PJM Interconnection is a summer

peak.

-

2. Por the purposes of this schedule, the forecast maximum one
hour load of a party during the period June through September of a
Planning Period shall be i{ts surmer peak, and the forecast naximum one
hour load during the period December through March of the Planning

Period shall be its winter peak. v —

3. The forecast diversified 'lanning Period peak of a party shall
be its Planning Period peak as defined herein reduced by its Planning
Period peak diversity entitlement and its summer peak diversity

entitlement.

4. 1In a Planning Period, each party shall be classified as either
& summer peaking system cr a winter peaking system. In the determination
of such classification the wvinter peak of each party shall be reduced
by the excess of the total capability of i{ts Installed Capacity under
vinter operating conditions over its total capability under suzmer
operating conditicns, For the purpose of this schedule, such total
capabilities shall be defined as the respective net capabilities of
its units planned to be in service as of December l, adjusted for

firn capacity purchases and sales in the December through Marczh period,

and reduced by the limitations specified in Schedule 11.01(5), such net
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Schedule L.211 Rev.

Date of Issue 10/8/76

Penelec--Met-Ed-~JC Azreement

Date Effective 11/8/16

Pege 2 of 3

capability adjustments and limitations being respectively determined for
vinter and summer operating conditions. A party having a summer pesk
vhich exceeds {ts vinter peak so reduced shall be classified as a sucmer
peaking system, and its Planning Period peak shall be equal to such
suzmer peak. A party vhich has a vinter peak so reduced which exceeds
its summer peak shall be classified es a winter peaking system. The
Planning Pericd peak of a winter peaking system shall be equal to the
averege of (1) its reduced winter peak for the Planning Period and

(11) the greater of its summer peek for the Planning Pericd or its

reduced vinter peak for the Planning Period immediately preceding.

5. The Planning Period peak diversity entitlement of a winter
peaking oystcu shall be one half the difference between its Planning
Period peek and its summer peak. The Planning Period peak diversity
entitleuent of a suzmer peaking system shall be the ratio of the
difference between its summer peak and its reduced winter peak to the
sun of such differences for all the summer peaking systems multiplied
by the sum of the Planning Period peak diversity entitlements of the
vinter peaking systems. In the event that the total of the Planning
Period peak diversity entitlements of all parties so determined exceeds
the sum of the differences between the summer peaks and reduced winter
peaks of the summer peaking systeme, such entitlements shall be

proportionately reduced to equal in total such lowver sum.
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Penelec--Met-Fda-jo Agreement
Schedule L,.211 Rev,

Date of Issue 17/%/@4‘?
Date Effective 11/5/76
Page 3 of 3

6. The summer peak diversity entitlement of a party shall be the
ratio of i{ts susmer peak to the sum of the surmer pecks of all parties
multiplied by the difference betwveen such sum of summer peaks and the

forecast Planning Period peak of the Integrated Systenm.
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Penclec-~Met~Ed=--1C Agreement
Schedule 4,212 Rev,]
Pate of Issue March 30, 1979

Date Effective June 1, 1979

Page | of 3

SUBJECT: FORCED OUTAGE RATE ADJUSTMENTS (F)

1, Forced outage rate adjustments (F) of the parties in a Planning

Period shall be determined in accordance with this schedule.

2, 'The forced outage rate aéjustment shall be the amount, in per-
centage points, by which the average forced outage rate of a party hereto
16 wore or less than the average forced outage rate of the Integrated Systen,
multiplied by a factor, If more, such adjustment shall be considered plus
(4) in the equation in Schedule 4,21(2); if less, such ad justment shall be

considered minus (=) in such equation,

3. The factor used in 2, represents the change in requirement
for capacity installed on the PJM Interconnection in percent of peak
load for every one percentage point change in average forced outage rate
on the PJM Interconnection, If a change is made in this factor, as used
in PJM Interconnection accounting, a change in GPU accounting shall be
considered by the Operating Committee. Upon approval by the Operating
Committee, such changc shall be made effective as to future Planning

Periods.

4, The average forced outage rate of a party hereto in a Flan-
ning Period shall be the average of the forced outage rates, weighted
for unit size and expected time in service, attributable to all of its

generating units planned to be in service including capacity purchased
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Penclec=-Met-Ed=-=JC Agrecment
Schedule _ 4,212 Rev. 1

Date of Issue March 30, 1979
. Pate Effective June 1, 1979
Page 2 of 3

and excluding capacity sold, other than capacity purchased or sold under

the PJM Interconncction Agreement, Such rate shall also include the adjust-
ment, if any, for system capacity unavailable due to energy limitations
determined in accordance with definitions and criteria recognized and
applied in the PJM Interconnection, For the purpoées of this Schedule,

the average forced outage rate of the GPU System shall be the average of

the average forced outage rates of all the parties hereto weighted by their
respective diversified Planning Period peaks, All rates shall be in

pe!‘cent .

S, The forced outage rate of a unit.ﬁor yet in service or which has

been in service less than one full calendar year at the time of forecast

+ ghall be the mature rate for that size and type of unit, as estimated and

used in the calculation of the forecast requirements of the PJM Interconnec-

tion,

6. The forced outage rate of a unit in service three or more full
calendar vears at the time of forecast shall be the average rate expericnced
by such unit during the three most recent calendar years, Historical data
ghall be consistent with those data that are reported to the PJM Intercon-

nection,
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Penelec--Met-Ed--JC Agreement
Schedule 4,212 Rev. 1
Date of ‘Issue March 350, 1979

Date Effective Iune 1. 1979
Page 3 of 3

7. The forced outage rate of a unit in service at least one full
calendar year but less than three full calendar years at the time of the

forecast shall be determined as follows:

Full Calendar
Years of Service

1 One-third the rate experienced during the
calendar year plus two-thirds the mature rate.

2 Two-thirds the average rate experienced during
tﬁe two calendar years plus one-third the

mature rate,

ACCEPTED:

Pennsylvania Electric Co. Metropolitan Edison Co. Jersey Central P&L
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. . Fenelec--Met-Fd--J¢C Agreenent
Schedule L.213  Rev.
Date of Isaue 10/8/76
Date Effective 11/8/76

Page 1 of 2

SUBJECT: LOAD DROP ADJUSTMENTS (D)

1. Loed drop edjustrments (D) of the parties in a Planning Period

shell be determined in accordance with this schedule,

2. A party shall be considered to have a need for load drop when
in a Planning Period the ratio (lcad drop ratio) of the algedbraic sum
of (1) the forecast average of its 52 weekly peek loads, (2) the forecast
average of its Unavaileble Capacity in each week because of planned
and maintenance outaées, and (3) the forecast average of its miscellaneous
edjustzents, to its Planning Period peak, is greater than the load drop

retio for the Integrated Systen.

B 3. For the purposes of this schedule, the load drop retio for the

Integrated System ghall be the average of the load drop ratios of all

the parties weighted by their respective Planning Period peaks.

k. The load drop adjustment, expressed in megawvatts, of a party
-~ baving a need for load drop shall be (1) the increase in percent

reserve requirement corresponding to the load drcp ratio of such party,
less the increase in percent reserve requirement on tue Integrated
Systea corresponding to the load drop ratio of the Integrated System,
multiplied by (2) the Planning Period peak of the party, end (3) 0.5,
to reflect a sharing of such needs and the supplying thereof anong the
parties, The reletionship of increases in percent reserve requirement
to various load drop ratios shall be as determined {n connection with

the latest c¢” ‘lation of thre forecast Requirement of the PJM Interconnection.
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Penelec--Met-Ed-~JC Agreement
Schedule L.213 Rev.

Date of Issue_ 10/8/76
Date Effective 11/5,76
Page 2 of 2

5. The total of the loed drop adjustments of parties having need
for lcad drop (total adjustment) shall be considered as supplied by
the parties having load drop ratios equal to or less than the load drop

ratio of the Integrated System.

6. The loed drop adjustment of a party supplying load drop shall
be the total adjustment times the ratio of (1) the product of the Planning
Period penk of such party and the excess of the load drop ratio of the
Integrated System over the load drop ratio of such party to (2) the sum

of such products of all parties supplying load drop.

T. The load drop adjustments, as expressed in megawatts, shall
be converted to percenteges, for use in thc equation in Schedule h.21(2),
by dividing the respective megawatt emounts by the diversified Planning
Period pecks of the several parties. Load drop edjustments of parties
needing load drop shall be considered plus (+), and adjustments of the

parties supplying load drop shall be considered minus (-) in such equation.
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Penelec--Met-Ed--JC Agreement
Schedule 5.01 Rev. 1
Date of Issue 6/28/74
Date Effective 8/1/74

SUBJECT: TRANSMISSION CHARGES

1. For the transmission services involved in the delivery of

capacity and energy, the party receiving these services shall make
monthly payments to the supplier of these services and to any

edditional transmitting party.

2. PFor transmission of the interchange energy provided under
Article II, Section 4 (also under Schedule 7.01), the monthly
transnission charge shall be the amount determined by application of
the following charges to the monthly amounts of energy supplied and
transmitted: -

Transnission by Penelec - 0.5 mills per KWH
by Met-Ed - 0.5 mills per Kwi

by JC - 0.5 mills per KwWH

3. For transmission of capacity and associated energy, from
the service area of one party to another pursuant to Article II,
Section 2, the monthly charges snall be set forth in revisions of

or supplements to this Schedule.
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Penelec~-~-Met-Ed--JC Agreement

Schedule 5.02 Rev. 1
Date of Issue 10/ /74
Date Effective 2l/0/76

SUBJECT: TRANSMISSION CHARGES AND LOSS ADJUSTMENT FOR
DELIVERY CF THREE MILE ISLAND UNIT #1 OUTPUT

1. Met-Ed shall make a transmission charge for the delivery of
the output of that 50% part of TMI Unit #1 that is the entitlement of
Penelec and JC. The monthly amount of the charge shall be $0.55 per

kilowatt times 50% of the generating capacity rating of TMI Unit #1.

2. Of the total monthly transmission charge, Penelec shall pay
25% and JC shall pay 75%, the difference being in recognition of all

conditions associated with such separate deliveries.

3. As compensation for transmission losses incurred in the
Met-Ed system and associated with the delivery of 50% of the TMI
output to Penelec and JC, the metered hourly amounts of Met-£d load
shall be reduced by 1.2% of 50% of the TMI net generation. The
reduction in metered load shall be offset by an increase in the

amount of net interchange delivered by Met-£d.

4. Of the total corpensation for losses, Penelec shall provide
25% and JC shall provide 75%. Such compensation shall be provided by
an increase in the metered hourly amounts of load and a corresponding

decrease in the amount of net interchange delivered by Penelec and JC.

ACCEPTED:
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Penelec--itet-fd--JC Agreement
Schedule _5.03 Poy, 1

Date of Issue June 29, Thia
Date (ffective August I, 1978

Page 1 of 2

SUBJECT: CHARGES FOR S00 KV TRANSIISSION FACILITIES ASSOCIATED UYITH

Tl URIT #2 AND THE SUSQUCHANNA-EASTERN AGREZUENT

1. Met-Ed shall make a charac to Penelec and to JC for 300 kV
transmission facilities it has nrovided to deliver the output.of THI
Unit #2 and to provide other services. Such charge shall represent an
allocation of Met-Ed's total financial responsibility for such facilities

to reflect the service provided to Penelec and to JC.

2. Financial responsibility for those facilities which are
related to delivery of the ocutput of THMI Unit #2, consistinag of facilities
installed by Met-Ed under terms of the Susquehanna-Easteorn 500 kV Transmission
System (S-C System) Agreement (Met-Cd Ratc Filing in Docket LR 76-743),
other associated facilities installed by ilet-Ed, and S-£ System facilities
installed by others on which !et-Ed incurs annual charges, shall be
allocated among the three GPU companies in proportion to their ownership

interests in THI Unit #2.

3. Financial responsibility for those S-E System facilities
installed by Met-fd, or for which it makes payments to others, which
replace a portion of the Juniata-Pecach Bottom 500 kY line or reinforce
the existing 500 kV network to provide improved regional reliability
shall be allocated among the threce GPU companies as follows: two-thirds
in proportion to their owncrship of Keystone and Conemaugh gencrating
stations and one-third in proportion to their annual size factor as de-

fined in Schedule 11.01.
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4. Met-td shall make the

on the costs of constructicn of the

To Penclec

To JC

charges

D

Related to
KC Ownership

and_Size Factor

S/no.

shall be made to reflect (a) any change in the

following transmicsion charges, based

several facilities, as noted below:

Related to

THI =2

Ownership  Total
—§/mo. —3/mo.

129,040 133,033

122,040 146,377

current ownership

interests in THI Unit 72, (b) the actual Annual Size Factor of each Planning

Period, and (c) any change in Capital Investment in the facilities covered

by this, ¢ the S-E Systew Agrecrent.

ACCEPIED:

Pennsylvania Clectric Co.

By Jﬁ- A2, .’?!‘_".- S

PRESIDLY

Metropolitan Edison Co.

2/
4 —_

By :f:??ziﬂifi:;;,__,._
prrsivinn 7

Jersey Central PAL Co.

-_._—-’)l
By o e/ A

-

rrRESIDENT,
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Penelec==Met~Ed-~JC Agreement
Schedule 5.04 Rev.
Date of Issue 11/24/78
Date Effective 12/30,//8

SUBJECT: Allocation of PJM 500kV System Losses

1. The losses on the 500kV transmission systems in PJM assigned to
GPU under the terms of the Susquehanna-Eastern 500kV Trancmission System (S-E
System) Agreement for delivery of TMI Unit #2 output shall be allocated
among the GPU Companies in proportion to their capacity entitlement in TMI

Unit #2.

2. The losses on the 500kV transmission systems in PJM assigned
to GPU under the terms of the Extra High Voltage Transmission System (EHV)
Agreement will follow that agreement and shall be allocated among the GPU
Companies 2/3 to the Keystone-Conemaugh Generating Station Function and
1/3 to the Inter-area Tie Functicn. The losses ascigned to the Generating
Station Function shall be allocated to the Keystone and Conemaugh Generating
Station Owners as specified in the EHV Agrcement. The losses assigned to
the Inter-arca Tie Function shall be allocated among the GPU Companies in

proporti~n to their respective Annual Size Factors.

3. Each company's allocated losses shall be added to its lcad on
an hour by hour basis, and a corresponding ad justment shall be made in its net

interchange.

ACCEPTED:

Jersey Central P&L Co. Metropolitan Edison Co. Pennsylvania Electric Co.
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SUBJECT:

The interconnection metering points are listed and identified

belov in the same order as the interconnections are described in

Schedule

Fo.

METERING POINTS

8chedules 2.01 and 2.02:

Item No.

Pennsylv

2.01
2.01

.- - - - . . - - - . -

SOOOOOOOOOOOOS

USSR AN RS IS I SR VR PR S S ¥

MR

ACCEPTED:

2

O -3
HEeeON\ EFWN -

ia E

1
2

BD—‘

13
14
15
16

Kecessary changes in the iisted meter locations shall

upon from time to time by the Operating Committee.

ctrie Co.

7

Uz

Penelec--Met-Ed--JC Azreement
Schedule
Date of Issue

Date Effective

Penelec and Met-Fd

Gardners, Pa.
Juniata, Pa.

Met-E4 and JC

Columbia, N.J.

Pequest River Sub., N.J.
Marble Hill, N.J.
Phillipsburg, N.J.
Gilbert Station, N.J.
Gilbert Station, N.J.
Metering not required
Near Upper Black Eddy, Pa.
Gilbert Station, N.J.
Fortland, Pa.

Mt. Vernon, N.J.
Portlend Station, Pa.
Portland Station, Fa.
Hosensack, Pa.

S g
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Metropolitan Jersey Central P&l Co.




Penelec--Met-Ed--JC Agreement

Schedule 7.0 Rev, 1

Date of Issue 6/28/74

Date Effective SEYEE
Page 1 of 2

SUBJECT: INTERCHANGE ENERGY TRANSACTIONS AND CHARGES

1. The energy interchange among the parties hereto is the result of
(a) overall economic cperation as modified at times by transmission limita-
tions, the need for emergency supplies and area protection and (b) PJM
accounting that retains for use of the GPU Group the lowest cost Group
energy available for such use. The net amount of interchange energy

supplied or received by each party hereto shall be determined hourly.

These amounts are the residuals required to balance each party's hourly net

load with 1£S net generation and net receipts, after accounting for firm
supplies to or from others, and for energy amounts associated with other

capacity supplies provided under Article II, Section 2, of this Agreement .

2. The suppliers of interchange energy for use by other parties

hereto shall be paid their respective costs, determined as provided in

Schedule 7.02

3. Inall energy transmission between Penelec and JC, Met-Ed shall

be considered a tranaﬂzttxng party and be entitled to compcnsatzon for

losses and for its transmissicn service. The amount of Met-Ed's trans-

mission service in each hour shall te the minimun amount consistent with

the cnergy that is supplied by and required from GPU sources, and without
regard to any different basis used for the pricing of interchange energy

supplies.
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Penelec--Met-Ed...IC Agreement

Schedule 7.01 Bey., 1
Date of Issue o/28/7%
Date Effective O/1l/76

" Page 2 of 2

k. Por the purpose of pricing interchange, when there are more than
one supplier of interchange within any hour (including both PJM and the
parties hereto), each receipt of interchange shall be considered to be
fros all suppliers in amounts proportional to the available supplies. The
resulting averege charge per kilowatt-hour, exclusive of Met-Ed's charge
for transmission, shall be the same to each of the parties hereto that is

receiving interchange during that hour.

ACCEPTED:
Pennsylvania Electric o, Metropolit on Co. Yersey Centrnl P&L Co.
%l}:lfm / : B D ¥
i
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’ Vate of Super.Sched,

Penelec. tel. !d- "J-J‘ Aqremmenl
Schedyle 1.2 Tev

Dete of 1zsun _li—@ i i

Dale t".;‘-vf
Swper, Sched Mo,

SUDJEST: RATES AND PAYENTS - COIPUITENTS OF
OPRMATING CAPACITY AND LIZRGY CUSTS

Operating Capacity

In accounting for operating canccity supplied to the other partics, cach
party shall include the following components of cost or their equivalents:

-

1., Boilers

(a)
(v)
(e)
(d)
(e)

Firing-up cost

No-load cost $§§\”
5 . w@% \
Peak-prepared-for maintenance cost (\:3R(§%

Incremental labor cost \,/“
Other incre_nent.al cperating costs @@@M

2. Machines

(a)
(v)
(c)
(d)

Encrgx

Starting cost frem cold to synchronized operation
No-load cest for each hour or fraction thereof
Incremental labor cost

Other incremental opcrating cost:

In accounting for energzy supplied to the other parties, each party shall

include the following components of cost or their cquivalents:

(a)
(b)
(e)
(d)
(e)

Incremental fuel cost

Incremental maintenance cost b

Incremental labor cost

Other incremental operating costs

Incremental transmission losses - Considered to be S% of the
incremental cneryy costs, items (a) to (d) above, applicable
to ocach party, including Met-rd as a transmitting party,
except that for ecnergy transactions that would theoretically
require an east to west {low of energy, let-Ed's lcsses shall
be considered to be negligible.

The Operating Cocmmittee shall from time to time dcfinn in detail the

determination of the costs entering into the several components,

ACCEPTED

Feansylvanie [lec.Co,

oy s/ N.C.0cduon
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Penelec--Met-Ed-.JC Agreement

Schedule 8,01 Rev, 1
Date of [ssue o/28/74
Date Effective O/Ll/T4

SUBJECT: ALLOCATICN OF INSTALLED CAPACITY PATMENTS TO OR FROM PJM

1. Payments to or from PJM in any month for installed reserve
capacity shall be allocated among the parties hereto in proportion to
their respective annual size factors: except that, when the amount of
such payment is affected by the allocation to the GPU Group of a trans-
mitting party's share of an installed capacity benefit accruing to PJM
under contracts with other areas or pools, such transmitting party's share
shall be assigned within the Group to the party (or parties) hereto that
provides the transmitting service: and the allocation within the Group of

the payment to or from PJM shall reflect the eff2ct of this assignment.
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ACCEPTED:

-

Pcnnsylrﬁniijglcctric Co. Metropolitan Edisgn Co. ‘ersey Central P&l Co.
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'f)_bw U L / c:;—,f"é;/ _A Cf% 'l " v

e,




Penelec--Met-Fd--JC Agreement

Schedule 8,02 Rev, 1
Date of Issue 6/28/74
Date Effective O/Ll/ 7%

SUBJECT: ALLOCATION OF PAYMENTS TO OR FROM PJM FOR
CPEFATING CAPACITY AND ENERGY TRANSACTIQlS
l. For 2l1 operating capacity or energy supplied by PJM to the GPU
Group, full payments shall be made by the receiving party or parties,
When there are several receiving parties, the payments made by each shall
.be proportional to the services received by each, measured daily for

operating capacity and hourly for energy.

2. For all cperating capacity or erergy supplied to PJM by the GPU
Group, the supplying company shall be paid full costs for such supply, and
any excess of PJM payment over GPU Group costs shall be allocated among
the parties hereto in proportion to their respective annual size faciurs,
&8s an offset to costs of PIM operation and of transmission services for

which no direct compensation is provided.
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Pennsylvania xec ric Co. Metropolitan Edisen Co. Jersey Central PxL Co.
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Penelec=-Met-Ed-~JC Azreement
Schedule 8.03 Rev. 1

Date of Issue 6/28/74
Date Effective 8/01/T4
Page 1 of 2

SUBJECT: ALLOCATION OF SAVINGS - GPU GROUP SHARE OF SAVINGS ON TRANSACTIONS
BETWEEN PJM AND OTHER AREAS CR POOLS (EXTERMNAL GROUPS) -
MISCELLANEQUS ALLOCATICHS
1. All savirgs on PJM operating capacity or energ, transactions with

External Groups allocated to the GPU Group, except savings ellccated to
the Group as a transmitting party, shall be allocated monthly among the
parties hereto in proportion to their respective annual cize factors.

2. Any payments allocated by PJM to the GPU Group for installed
reserve capacity supplied to or by an External Group shall be allocated
monthly axong the parties hereto in proportion to their respective annual
size factors.

3. Any share of savings or of specific transmission charges allocated
to the GFU Group es a “ransmitting party shall be assigned within the
Group to the party (or parties) hereto that provides the transmitting
service. If the allocation tc the GPU Group is based on its relative
investzment in transmission facilities or on other appropriate factors as
among the PJM menber companies, then a similar basis of allocation shall
be used for the essignment of the savings within the GFU Group.

b. If, in addition to savings, any amounts are assigned to the GPU
Group as compensation for losses, sich amounts shall be allocated armong
the parties hereto in proportion to their losses incurred in providing
the services involved, as these losses may be determined and specified

from time to time by the Operating Committee.
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Penelec--Met-Fd--JC Agreerment
Schedule 8.03 Rev.,
Date of Issue 6/28/74
Date Effective 8/01/74%

Pege 2 of 2

5. Any additional minor savings arising out of participation in PJM,
such es, but not limited to Savings from Coordinated Hydro Operaticn,
shall te allocated amony the parties hereto in proportion to their respective

ennual size factors.
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ACCEPTED:

Pennsylvenia Electric Co. Metropolitan Fdison Co. Jersey Central P&LL Co.
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Penelec=-Met-Fi--JC Aprermont
Schedule 8.0} Rev,
Date of Is=zuc W/o8/176
Date Effective o6/1//b

SUBJECT: ALLOCATION OF PAYMENTS TO OR FROM PJM

FOR REGULATING CAPASBILITY
1. For all regulating capability supplied by PJM to the
GPU Group, payment shall be made by the receiving party or

parties at the rates then in effect under the PJM Agreement.

2. For all regulating capability supplied to PJM by the
GPU Group, the supplying company or ccmpanies shall be paid

for such supply at the rates then in effect under the PJM

Agreement.
1
1548 129
ACCEFTED:
Pennsylvania Electric Co. Metropolitan Ediwon’ Co Jersey Central I'%i, Co.
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Penelec-=Met-Fd-.JC Anrrement
Schedule _2__0.._?__ v, 1
Date of Iszue 5/28/14
Date Effective 3/01/7%

BUBJECPI: ALLOCATION OF EXPENSES - PJM AND MISCELLANEQUS ITEVS

1. The GrPU Group share of monthly expense for operation of PIM and
for planning and other activities assoclated therewith shall te allocated
emong the parties hereto in proportion to their respective annual size
factors.

2. The GPU Group share of monthly expense for participation in
various area, regional or naticnal groups that are concerned with relia-
bility or other aspects of coordinated planning and operaticn, such as
but not limited to the Mig. tlantic Aree Coordination Group (MAAC), shall
be allocated among the parties hereto in proporticn to their respective

ennual gize factors.
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ACCEFTED:

Pennsylvania Electric Co. Metropolitan Edison Co. Jersey Centrael P&l Co.

' 1N 2 (o XY
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. Penelec-=Met-Ed--JC Agreement
Schedule 9.03 Rev. 1
Date of Issue 6/23/74
Date Effective 8/01/74

o

SUBJECT: ALLOCATION OF INTERAREA TIE COSTS
The monthly GPU Group share of transmission costs allocated to the
Interarea Tie Function under the Extra High Voltage Transmission System
Agreezent , dated April 27, 1967, as supplemented or amended, shall be

allocated among the parties hereto in proporticn te their respective

annual size factors.
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Pennsylvenia Electric Co. Metropolitan Edison Co. Jersey Central PA4L Co.
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Penelec--!et-Ed--JC Azreeme-
Schedule 10.01 fFev., 1
Date of Iggue h/28/74
Date Effective 8/01/74

SUBJECT: PARTICIPATION IN ADMINISTRATION OF PIM AGREERMENT

1. The parties hereto, as the GPU Group, have the right o designate,
on behalf of the GPU Group, a representative to serve on the Managezent
Corzaittee established Pursuant to the terns of the pPIM Agreement ang to
change itg repregentaiive from tine to time. This representative shall
be desigaated by the unanimous action of the Presidents of the partieg here-
to, and Met-ga chall thereupon serve notice of any such designation upon

the other Parties to the pPJM Agreement in &ccordance with the terns thereor.

ized, on behalr of the parties hereto, to furnish the office of PJM vith

under,

ACCEPTED ;

Pennsylvania Electric Co. Metropolitan Edison Ce. Jersey Central rup, Co.

.-;..*..‘b‘——ﬁ
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Penelec--Met-Ed--—JC AZreemen*
Schedule 11.01 Rev, 3

- -Date of Issue 1n0/8/76 X
Date Effective 11/8/16

Page 1 of 3 pages

SUBJECT: DEFINITIONS

As used i{n this Agreement :

1. System shall mean the interconnected electric supply system
of & party hereto and its interconnected subsidiaries, and each party
hereto may include in its Systea the electric supply systems of other
than parties hereto with which it is operating in parallel, provided
ite interconnection egreements vith such other party or parties do

not conflict with this Agreement.

2. Integrated System shall mean the combined systems of the parties

hereto.

3. loecd shall mean an anount of kilowatt-hours integrated during
@ clock-hour, and when uced as a measure of a system's energy require-
ments shall mean net load, exclusive of generating station auxiliaries

and lighting.

k. CGenerating Capacity shall mean the net load which an electric

generating unit can supply under Sutmer conditicns to be specified
from time to time by the Operating Committee. When used in a collective
gense, it shall mean the sum of the generating capacities of all of the

electric generating units in a system.

S; Installed Capscitv shall mean the generating capacity adjusted

for capacity sales or purchases other than planned purchases or sales
under Schedule 2.01(e) of the PIM Agreenent, limitations imposed by

transmission facilities, reactive kilovolt amperes and any other cause
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Penelec--Met -Ed--J(C ARreement
Schedule__ 11.01  PRev,

Date of issue 10/8/76 __
Date Effective 11/8/76 __

Page 2 of 3

vhich prevents the simultaneous full utilization of such generating
capacity under conditions to be specified by the Operating Cormittee.

6. Operating Capacity shall mean the anount of power which can

be delivered to the system by electric generating facilities either
synchronized with the system or scheduled and available to operate
upon short notice. The notificaticen period shall be determined from
time to time Ly the Operating Committee.

T. Unavailable Capacity shall mean the algebraic difference at

any time between Installed Capacity and available capacity at that time.
Availedble capacity shall be determined in accord with definitions and
criteria currently applicable to the reporting of available capability
in PJM. As veed in Schcdulc'h.12, actual Unavailable Capacity tor

each wveek shall be determined as the average of the unavailable amounts
at the CPU peak lhour on each weekday, excluding holidays.

8. Annual Size Facter shall be determined in May of each year

for the succeeding Planning Period and shall be for each party the
" ratio its Forecast Capécity Responsibility, bears to the wveighted
average GFPU Installed Capacity in the same period.

In the event of major loss or addition of load by any rarty
foreseen to occur or occurring during a Planning Period the Annual
Size Factor shall also be determined for load conditions existing both
before and after the loss or addition. For each determination, the
forecast summer and winter peak loads and the forecast average weekly
peaks shall be mutually consistent for each party and be representative
of the loads that would be forecast either without or with the major

loss or addition of lcad. The respective Annual Size Factors, so
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Penelec--Met-Ed-_JC AZreement

. Schedule 31,01 Rev. 3
Date of Issue 10/877%
Date Effective 1/5/75
Page 3 of 3

determined, shall apply to the portions of the Planning Period before

end after the change in load.

9. Monthly Size Factor shall nean a8 ratio determined monthly on

& calendar month basis as the averege for each party of the four or
five veekly ratios for each party. The weekly retio for eech party
i the ratio of its weekly maximum hourly load to the wveekly sum of
such maximum loads of each party. The number of weeks used within

each calendar moath are determined for this purpose by the number of

Fridays within the month.

10. Planning Period shall initially mean the twvelve months

beginning Jure 1 and extending through May 31 of the following year,
but shall be modified as necessary to conform to changes subsequently

introduced in the PJM Agreement.
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/hwm.cc
Met-Ed Exhibit No. G-2
Witness: E. Newton Jr.

PENNSYLVANIA-NEW JERSEY-MARYLAND INTERCONNECTION
COMPOSITE

(PJM AGREEMENT)

This is a Composite Agreement made up of the original
agreement, dated September 26, 1956 and supplemental agree-
ments dated January 28, 1965, April 1, 1974 and June 15,

1977, between Public Service Electric and Gas Company,
Philadelphia Electric Company, Pennsylvania Power & Light
Company, Baltimore Cas and Electric Company, Pennsylvania
Electric Company, Metropclitan Edison Company, Jersey

Central Power & Light Company and Potomac Electric Power
Company. A list of all schedules revised through November 30,
1979 have also been provided. 2
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COMPOSITE

e o e ———— > —

(INCLUDES ALl EFFECTIVE PROVISIONS OI JANUARY 28, 1965,
APRIL 1, 1974 AND JUNE 15, 1977) "

THIS AGREEMENT, made and entered into this 26th day of September
1956 (and January 28, 1965, April 1, 1974 and June 15, 1977), by and between
PUBLIC SERVICE ELECTRIC AND GAS COMPANY, a New Jersey corporation (herein
called PS); PHILADELPHIA ELECTRIC COMPANY, a Pennsylvania corporation
(herein called PE); PENNSYLVANIA POWER & LIGHT COMPANY, a Pennsylvania
corpor..ion (herein called PL); BALTIMORE GAS AND ELECTRIC COMPANY, a
Maryland corporation (herein called BC); POIOMAC ELECTRIC POWER COMPANY,
a District of Columbia and Virginia corporation (herein called PEPCO);
PENNSYLVANIA ELECTRIC COMPANY, a Pennsylvania corporation (herein called
PN); METROPOLITAN EDISON COMPAXY, a Pennsylvania corporation (hercin
called ME); and JERSEY CENTRAL POWER & LIGHT COMPANY, a New Jersey corpor-
ation (herein called JC), the latter three companies (herein called
collectively GPU Group) all being subsidiaries of Ceneral Public Utilities
Corperation.

(OBSOLETE PREAMBLES OMITTED)
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* All signatories agree that except as hereby expressly amended
the PJM Interconnection Agreement, as heretofore amwended and supplemented,
shall remain in full force and effect.

* A1l signatories hercby anthorize the Manager of the Office of
the Interconnection to file with the Federal Power Coumission, on their
bebalf, this and all future supplements to the PJM Interconnection
Agreement requiring such filing. 7The similar authorization by all the
signatories except PEPCO, contained in Letter Agrcement dated September 24,
1962, is hereby cancelled.

WITNESSETH THAT:

%% WHEREAS, the signatories hereto are signatories to an agreement,
dated September 26, 1956, as amended and supplemented, known as the Penn-
sylvania-New Jersey-Maryland Interconnection Agreement (ACREEMENT): and

** WIEREAS, the signatories hercto own and operate fully-interconnected
electric supply systems, and the planning and operations of the bulk power
supply facilities of such systems are coordinated pursuant to the AGREEMENT
and various other agreements including the Mid-Atlantic Area Coordination
Agreement (MAAC), dated April 23, 1971; and

** WHEREAS, each signatory heretc relies on the bulk power supply
systems of the other signatories hereto in providing reliable service to
its customers; and

%% WHEREAS, the signatories hereto are coordinating the installa-
tion of generating capacity additions and major transmission facilities;
and

*% WHEREAS, it is desired to amend the Agreement to set forth
the respective righte and obligations of the Parties Hereto with respect
to such coordination.

KOW THEREFORE, the signatories hereto, each in consideration
of the agreements of the others herein set forth, hereby mutually agree
as follows:
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ARTICLE 1

Definitions

1.1 As used in this ACREEMENT:

*% ‘)

b)

*¢)

*d)

*e)

*f)

"Party liereto" shall wean each of the following: PS, PE, PL,
BC, PEPCO and GPU Croup;

"System" shall mean the interconnected electric supply system
of a Party llereto and its intercoanected subsidiaries, and each
Payty Hereto may include in its system the electric supply sys=
tems of any party or parties other than Parties Hereto with
which it normally operates in parallel, provided its intercon-
nection agreements with such other party or parties do not
conflict with such inclusion;

"Net Capability" shall mean the number of mepawatts of electric
power which can be delivered by an clectric generating unit of

a System under conditions and criteria specified by the OPERATIN
COMMITTEE and approved by the MAMAGEMENT COMMITTEE. Net Capabili=-
ties for all units shall be determined for both summer and winter
operating conditions;

"System Capacity" shall mean the sum of the Net Capabilities,
based on specified summer operating conditions, of all electric
generating units of a System, with proper adjustments for firnm
capacity commitments of such System independent of this AGREEMENT,
and decreased by the amount of the limitations imposed by trans-
mission facilities, reactive kilovolt-amperes or any other limita-
tions which prevent the simultancous utilization of said firm
capacity comnmitments or Net Capabilities of said units, such
limitations to be determined under conditions and criteria speci=-
fied by the OPERATING COMMITTEE and approved by the MANAGEMENT
COMMITTEE;

“Contract Capacity" shall mean the number of megawatts of electric
pover which a Party Hereto has provided to meet its obligations
hereunder for electric generating capacity and shall be equal to
the System Capacity of a System with proper adjustments for firm
commitments under Schedule 2.01 (d)(3) and 2.01 (e), (£), (g),

and (h);

"Planning Period" initially shall mean the twelve months beginning
June 1 and extending through May 31 of the following )cnr, pro-

vided as chaunging conditions may require, the MANAGEMENT COMMITTEE
shall specify other planning periods;

)

I
d

l
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* g) Unless otherwise qualified, "load" and “capacity" shall mean
megawatts of load and mecgawatts of capacity;

** h) "Unavailable Capability" shall mean the algebraic difference
at any time betwcen System Capacity and the available capability
at that time. Available capability shall be determined according
to definitions and criteria specified by the OPERATING COMMITTEE
and approved by the MANAGEMENT COMMITTEE. The several couwponent
causes of unit unavailability, namely: (1) forced outages, (2)
planned and maintenance outages and (3) miscellaneous adjustments,
shall be determined according to definitions and criteria speci-
fied by the OPERATING COMMITTEL and PLARNING AND ENG1HEERING
COMMITTEE and approved by the MANAGEMENT COMMITTEE.

ARTICLE 2
CPU Q£312

2.1 7The allocation among PN, ME, and JC of their collective obliga-
tions hereuader as the GPU Croup shall be the sole responsibility of said
companies, but they undertake that they will, during the period that this
Agreewznt shall be effective, have in forca one or more arrangements for
the allocation of the whole of such collective obligations and will, from
time to time, upon the request of any of the other signatories hereto,
furnish said rcquesting other signatory with a copy of their then effective
arrangements relating to such allocation.

ARTICLE 3

Organization

3.1 The supply systems of the signatories hereto, functioning as a
coordinated electrically interconnected supply svstem, shall be known as
the PENRSYLVANIA-NEW JERSLY-MARYLAND INTERCONKECTION (herein called THE

. INTERCONNECTION).

3.2 Each Party Hlereto, by written notice signed by an officer legally
authorized to commit such Party Hereto, and served upon the other Parties
Hercto, shall appoint one representative to serve on a MANAGEMENT COMMITIEE,
with authority to act for it in the administration of all matters pertaining
to THE INTERCONMECTION and to perform such other duties as arc hereinafter
specified. In the case of the CPU CGroup, which shall be entitled to but
one representative, such notices shall bLe given by or served on ME. The
initial members of the MANICEMENT COMMITIHE shall be so appointed within
thirty (30) days after exccuticn of this AGREEMENT, and by similar notice,
any Party Hereto may, at any time, change its representative on the MANAGE-
MENT COMMITTEE.

* Added by 4/1/74 Supplement., N
k% Amended by 4/1/74 Suppluement. P@@R @Ru@n“{l&l
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.5-

Each nember of the MARAGEMENT COMMITTEE may, at any time, by written
notice to the other members, designate a substitute to act for him with
respect to any matter specified in such notice. The members of the MANACE=-
MENT COMMITTEE shall have equal authority, and all decisions made or dirce=~
ticns given by the MANAGEMENT COMMITIEE shall be unanimous and binding
upon the Parties Hercto.

3.3 The MARAGEMENRT COMMITTEE shall estabiish an Office of THE INTERCON=-
RECTION, initially to be located near Philadelphia, Pennsylvania, and shall
appoint a Manager, who, pursuant to policies established by the MANAGEMER
COMMITTEE, with other necessary personnel under his supervision, shall have

the following duties and responsibilities:

* (i) to perform such functions as may be directed by the MANAGEMENT
COMMITTEE;

* (ii) teo coordinate the operation and maintenance of the bulk power
eupply facilities of THE INTERCORNECTION used for both load and
reactive supply, subject to the provisions of 4.1, so as to main=
tain reliability of service and obtain the maximum overall econo=
mies consistent therewith;

* (iii) to coordinate the operation and maintenance of the bulk power
supply facilities of THE INTERCOUNECTION with such facilities of
the systems of others not party to this ACREEMENT in accordance
with agreements botween the signatories hereto and such other
systems to secure reliability and continuity of service and other
advantages of pooling on a regional bacis;

* (iv) to coordinate interchange accounting and maintain records pertain-
ing to the operation of THE INTERCONNECTION;

* (v) to furnish such information and reports as are required to keep
the Parties lereto fully informed of the outlook for, the function=
ing of, and results achieved by THE INTERCONKECTION;

* (vi) to file with the Federal Power Commission on behalf of the signa-
tories hereto, this AGREEMENT, amendments or supplements hereto,
and revi<ed schedules to replace those attached to and made a
part of this ACLLENENT;

% (vii) to consult with tne OPERATING COMMITTEE, provided for in 3.4,
regavding operating principles, practices and procedures as they
relate to the achievenent of overall reliability and economy
of operation of THE INTERCONNECTION;

#viii) to consult with the PLANNING AND ENGINEERING COMMITTEE, provided
for in 3.5, regarding the plans o. the Parties Hereto as they
vrelate to the veliable and econeomic operation of THE INTERCONNECTION;

* Added by 4/1/74 Supplement, ' 548 ] 4 1
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* (ix) to initiate and make operating studies of the bulk power supply
‘ facilities of THE INTERCONNECTION and wmake such recommendations
and initiate such actions as may be necessary to maintain re-
liable operation on THE INTERCOUNECTION;

Initially, all regular persouncl of the Office of THE INTERCCRNLCTION
shall be employeces of PR. During the continuance of such arrangement, the
Manager shall report to the PE Member of the MANACEMENT COMMITTEE in
matters pertaining to personnel administration. In all other matters he
shall report to the MANAGEMENT COMMITIEE. The cost of the Office of THE
INTERCOMNECTION and expenses associated therewith, including eeolarics aand
expenses of said personnel, space and any necessary facilitics, shall be

shaved by the Parties Hereto in accordance with Schedule 9. ) Phadad

3.4 Each member of the MANAGEMENT COMMITTEE shall appoint, by writ-
ten notice to the other members, a representative to serve on an OPER AlI\G
COMMITTEE. The Hnnnrur _shall be a non-voting rn"bor of the OPERATING*™

COMMITTEE, lhn nAv\b CRT CG'”ITlh‘ -nglj-ggﬂ; te | tho » Chairman, who

lhllzwrgpgiﬁctw~sa«remnrrilmkggmggg} ntgmmfxdxwaqg_ﬂm
MA"AG}Hrhl COMMITTEE., Except as otherwise provided, recommendations

and decisions of the OPERATING COMMITTEE shall be by majority vote of

its members. Minority recommendations may be svbnitted, and upon request
of any Party llercto, any decision shall be subject to approval by the

MARNAGEMENT COMMITTEE.

The OPERATING COMMITTEE shall:

* (i) establish and revise as nccessary operating principles, prac-
tices and procedures for THE INTERCON:ILCTION consistent with
this AGREEMENT and the policies established by the MANAGEMERT
COMMITTEE;

* (ii) cooperate with the Manager in conducting the operation of THE
INTERCONNECTION to achieve a high overall level of reliability
and economy of service in accordance with established operating
principles, practices and procedures, recognizing individual
system operating requirements for load and for reactive supply,
contractual obligations and other pertincnt factors;

% (iii) in conjunction with each Party MHereto, review and evaluate the
operating practices and procedures of such Party MHereto relating
to the overall operating reliebility of the bulk power supply
facilities of THE INTERCORNECTION including location, character
end amounts of spinning reserve and repulating capacity, adequacy
of automatic coutrol, sources and need for reactive capacity,
voltage schedules and other pertiment coanditions, and make recom=
mendations to such Party lereto with recpect thercto;

* Added by 4/1/74 Supplement,
*% Underlined amended by 6/15/77 Supplement., P@@R @Rﬂ

|BAD



* (iv) cooperate with the Manager with regard to studics and investigations
concerning overall reliability of the bulk power supply facilities
of THE INTERCONNECTION made in accordance with 3.3 (ix) and in
carrying out such actions as may be initiated as a result of
such studies and investigations;

* (v) advise the PLARNING AND ENGINEERTNG COMMITTEE, provided for in
3.5, regarding the plans of the Parties Mereto as they relate to
the reliable and economic operation of THL INTERCONNECTION;

* (vi) establish practices for accounting in accordance with this
AGRECMENT for electric generating capacity obligations and
* interchange of energy and operating capacity;

* (vii) perform such other studies and investipations as may be directed
by the MANAGEMENT COMMITTEE or hereinafter specified in chis
AGREEMENT;

Nviii) appoint subcomnitt.es and task forces when needed to assist it
in carrying out its duties and responsibilities hercunaer.

* 3.5 Each member of the MANAGEMENT COMMITTEE shall appoint, by written
notice to other members, a represcntative to serve on a PLANRING AN
ERCGINEERING COMMITTEE. The MANAGEMENT COMMITTEE shall designate the
Chairman, vho shall arrange neetings as required and report committee
findings to the MANACEMENT COMMLTTEZ. DIxcept as otherwise provided,

shall be by majority vote of its members. Minority recommendations may be
submitted, and upon request of any Pariy Hereto, any decision shall be
subject to approval by the MANAGEMENT COMMITTEE.

The PLANNING AND ENGINEERING COMMITTEE shall:

* (i) on a continuing basis review the planning principles, procedures
and standards established or subsequently established in accordance
with 4.2 relating to mutters affecting the overall desizn and
reliability of the bulk power supply facilities of THE INTERCONUNLC-
TIOR and wake recommendations to the MANAGEMENT COMMITITE with
respect thereto;

* (ii) in conjunction with each Party Hereto, review, evaluate and
coordinate the plamning for generating capacity, reactive capability
and voltage control, and transaission facilities of such Party
Hereto and other matters relevant to the reliability of such bulk
power supply facilities of the Parties Hereto and maintain a
continuing composite long-ranse plan to provide adequate and
reliable service on THE INTERCONNECTION;

* Added by 4/1/74 Supplement. BVAVE SN RAR -
PUUR ORIGINAL
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* (iii) periodically recommend to the MANAGEMENT COMMITTEE the Forecast
; Requirements for electric generating capacity of THE INTERCON-
KECTION, and prepare and submit to the MANAGEMENT COMMITTEE
the allocation of such Forecast Requirements to each Party Hereto
as provided in schedules attached and made a part hereof;

* (iv) perform such other studies and investigations as may be directed
by the MANAGEMENT COMMITTEE or hereinafter specified in this
AGREEMENT;

(v) appoint subcommittees and task forces when needed to assist
in carrying out its dutics and responsibilities hereunder.

* 3,6 The MANACEMENT COMMITTEFR shall establish from time to time such
other committecs as it deems necessary.

* 3.7 7o facilitate and provide for the work of the Office of THE
IRTERCONRECTION and of the several committees appointed by the MANAGEMENT
COMMITTEE, ecach Party Hereto shall:

# (i) maintain adequate records and provide data required for (a)
the coordination of operations, (b) the accounting for all
interchange transactions, (¢) the preparation of required reports,
(d) the coordinaticn of planning, including those data required
for capacity accounting, (e) the preparation of maintenance
echedules, (f) the analyeis of system distucrbances, and (g) such
other purposes as will contribute to the reliable and economic
operation of THE INTERCONNECTION;

* (ii) provide such recording, telemetering, communication and control
facilities as are required for the coordination of its operations
with those c¢f the other Parties Hereto, including equipment
required both in norml operation and for the recording and
analysis of system disturbances;

#(iii) provide adequate and properly trained manpower to (a) permit
participation in the coordinated operation of THE INTERCCUNECTION,
(b) meet its obligation on a timely basis for supply of records
and data, (c) serve on committees and participate in their
required investigations, and (d) share in the representation of
THE INTEPCONNECTION in iater=regional and national and national
reliability activitics;

* (iv) share in the cocts of committee activities and investipations
(including costs for consultants, computer time and other appro=
priate items), communication facilities used by all the Parties
liereto (in addition to those provided im the Office of THE
INTERCONNECTION) , and such other exvenses of THE INTERCONNECTION
as are approved for payment by the MANAGEMINT COMMITTEE. Unless %#*
otherwise apreed by the MANAGIMENT COMMITIEE, the share of
_EII—C—H-E(:‘!‘L;":.I.;‘-":‘igl(l;.‘d“(t-.‘ each Party Hereto shall be proportional te
its allocated cost for the Cffice of THE INTERCORNECTION, as

provided in 3.3, VA \[D ORH@UNA&
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ARTICLE & -

Coordinated Plannins and Operation

* 4.1 Fach Party lereto shall cooperate with the other Parties Hereto
in the coordinated planning and operation of the bulk pover supply facilities
of its System so as to obtain the greatest practicable depree of reliability,
compatible cconomy and other advantages from the pooling of the respective
elvctric system loads, electric generating capacities and eclectric trans=
mission facilities, and cach shall render to the others the services
provided to be rendered hercunder, and may render such other services as
the intercounection of their Systcas makes possible and will be of nmutual
advantage® to them and to the public served by them; provided, that cach
Party Hereto shall retain sole control over its wvholly-owned facilities for
uee in THE INTERCONKECTION, and that such facilities shall always be first
available to the owner for its own use, except as otherwise agreed to,
In furtherance of such cooperation each Party lereto shall:

* (i) consult with the other Parties Hercto and coordinate the instal-
lation of its clectric generation and transmission facilities
with those of such other Parties Hercto so as to maintain reliable
gervice to its own electric customers and those of the other
Parties Hereto and to obtzin the maximum overall economics
consistent therewith;

* (ii) cooperate with the signatories of MAAC to augment the reliability
of the bulk power supply facilities of the region;

(iii) make available to THE INTERCONNECTION the electric generating
capacity available for operation in excess of its System require-
nents;

(iv) make available to THE INTERCONNECTION its electric transmission
facilities available in excess of its System requirements;

* (v) provide or contractually arrange for sufficient transmission ¥%
line ond transformer capacity between its clectric generating
plants and its connections with the bulk power transmission
facilities of ony otner Party or Parties Hereto, for delivery of
a capacity amount equal to the sum of its equitable share of the
Forecast Requirement of THE INTERCONNECTION, as provided in 6.1,
plus any System Capacity which it supplies to another Party
Hereto, less the sum of its own weekly peak load plus Unavailable
Capacity at the time of such load plus any System Capacity which
it receives from another Party lereto.

For the purposce of this subsection a transuwission connection

between any Par., .....to and any other Party or Partics lercto
may be considered also to include:

* Added by 4/1/74 Supploment, | a8
** Underline amended by 6/15/77 Supplement, F‘@@m{ @RU@HNM
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#% (vi)
*% (vii)
*i(viii)
e {ix)
* o (x)
*o(xi)
*k (xii)

~10-

(a) transmission facilities which may be used by a Party Hereto
to the extent of its capacity located in jointly owned
plants, for which such facilities were provided, plus any
additional capacity therein that may be available for power
transfer betveen it and other Parties llereto; and

(b) parallel transmission lines external to any Party Hereto
and to THE INTERCONUECTICN, through which power transfers to
other Parties Hereto wmay be arranged;

provide or contractually arrange for sufficient transmission

line and transformer capacity, so that with all such facilities
in rervice, the output of its electric geacrating plants can be
delivered to its customers without relving on the transmission
facilities of any Party lereto, other than the Party or Parties
Hereto with which such contractual arrangements have been made,
Electric generating plants shall include stations for which a
Party Hereto has full or partial ownership or a contractual
entitlement to all or part of the output of the plant, regardless
of the location of such facility;

include in any contractval arrangements for the sale or purchace
of pencrating capacity and energy, independent of this AGREEMENT,
from a Party Hereto or others not party to this AGCRLEMENT,
adequate provisions to meet the trausmizsion obligations as
herein set forth;

bear its equitable share of the aunual costs assigued to the
inter-area tie function under the Extra High Voltape Transumission
System Agreement dated April 27, 1967, as supplemented from
txme—to—tnne. Such share shall be detcxnlncd by methods consistent
with the said AGRELMENT;

provide sufficient reactive capability and voltage control
facilities to (1) meet the reactive requirements of its system
and (2) adequately maintain voltape levels and stability required
by the bulk power supply facilities of THE INTERCONNECTION;

coordinate the operating schodules of its generating facilitics
with those of the other Parties Hereto so as to maintain reliable
service to its own customers and those of the other Parties
Hereto and to obtain the maximum operating economies consistent
therewith;

coordinate its schedules of planned outages of generation and
transmission facilitics with those of the other Parties Hereto so
as to maintain veliable and economic operation on THE INTERCONNEC=

- 1548 146

cooperate with the other Parties Mereto in the analysis, forrula=
tion and jmplementation of plans to prevent or eliminate conditions
which iupair the reliability or the cconomic development of TIE
INTERCORNECTICN;
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% (xiii) engage in coordination with the other Parties Hereto and with
others in the planning and operation of the regional bulk power
supply facilities to sccure a high level of reliability and
continuity of service and other advantages of pooling on a
regional basis;

* (xiv) adopt and apply THE INTERCONNECTION standards as accepted by
the MANACEMENT COMMITTEE with respect to system design, equipment
ratings, operating practices and maintenance practices;

*%*  (xv) cooperate with the other Parties Hercto in the implementation

of all cmergency procedures of THE INTERCONNECTION in recognition

of the necd to pursue a uniform operating policy in all service

areas and to wect its obligations under this AGREEMENT

** (xvi) maintain a proportion of its load subject to control by automatic
underfrequency load-shedding devices at least equal to that

approved from time~to-time by the MANAGEMENT COMMITTLE;

* 4,2 The MANAGEMENT COMMITTCE shall review the recommendations of
the PLANNIRC AND ENGINEERING COMMITTEE provided for in 3.5 (i) and shall
establish y]aunxu principles, procedures and standards relating to LhL
adequacy and 1ol1ab111ty of the bulk power supply facilities of THE INTERCON-
RECTION which shall not be inconsistent with the principles, proccaurcs and
standards of MAAC.

* 4,3 Each Party Hercto shall submit periodically to the PLANRING AND
ERGIREERING COMMITTEE through its representative on that committee its
plans for the addition, modification and removal of generatien and bulk
pover transmission facilities. Such submittals shall cover a period of
years specified by the MANAGEMENT COMMITTEE from time to time. Deviations
from previously subamitted plans shall be brought promptly to the attention
of the PLAENING AND ERGINEERING COMMITTEE by the same means,

* 4.4 The continuving composite long~range plan to provide adequate
and reliable service on THE INTERCONNECTION, maintained by the PLANNIRG AND
ENCINEERING COMMITTEE in accordance with 3.5 (ii), shall be based on the
plans submitted under 4.3. Such plan shall adequately meet individual
requirements and obligations of the Parties Hercto under this ACREEMENT,
and shall reflect (i) benefits of inter-area ties and cbligations under
agrecments with others not party to this ACREEMENT, (ii) the nced for
inter- and intra=regional transmission and (iii) any other forecast condi-
tions and facility additions that could contribute to overall reliability
and compatible econony of service in THE INTERCONRECTION.

* 4.5 1f, after review of the plans of any Party Hereto under 3.5
(ii), wenmbers of the PLANNING AND EXGINEERING COUMITTEE believe that such
plans are not in accord with the planning principles, precedures and
standards established under 4.2, and may adversely affect THE INTERCONNYCTION
and regional veliability, they shall so inform such Party Herevo through
its representative on the PLARNING AND ERGIREERING COMMITIEE and request
that the proposal be modified to conform to such planning principlcs,
procedures and standards.

* Added by 4/1/74 Supplement. 1548 147 PDLJ '\ U F’&BGHN&H:
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* 4.6 FEach Party Mereto shall report to the OPERATING COMMITTEE through
its representative on that Committee as promptly as possible changes in
its operating practices and procedures relating to the reliability of the
bulk power suprly facilitics of THE INTERCOLNECTION. The OPERATING COMMITTEE
shall review such reports in accordance with 3.4 (iii), and if any change
in operating practice or procedure of the Party Hereto is not in accord
vith the established operating principles, practices and procedures for
THE IRTERCOLULCTION and such change adversely affects THE INTERCONNECTION
and regional reliability, it shall so inform such Party Hereto through its
representative on the OPERATING COMMITTEE and request that such change be
modificd to conform to such operating principles, practices and procedures,

ARTICLE 5

Planning Period Load Diversity Fntitlements

*5.1 Planniug Period load diversities on TiE INTERCONNECTION, for
the purposes of this ACREEMENT, and the entitlements and obligations of
each Party Heicto with respect thereto, shall be defined and determined in
accordance with a schedule attached and made a part hereof.

ARTICLE 6

e e

Electric Cemerating Capacity Requirements and Obligations

*6.1 The electric generating capacity requirement of THE INTERCONNECTION
¢hall be an amount of capacity sufficicnt to carry the load, permit main-
tenance and provide reserve adequate to achieve a high degree of reliability.
The MARAGEMENT COMMITTEE, after consideration of the recommendations of
the PLANNING AND ENCINEERING COMMITTEE provided for in 3.5 (iii), shall
determine the Forecast Requirements for electric generating capacity of THE
INTERCONKECTION for specificd Planning Periods and ratify the allocation of
equitable shares thereof to cach Party Hereto.

*6.2 Prior to a specified Planning Period each Party Hereto shall
plan to install or shall otherwise arrange for sufficient Contract Capacity
and associated transmission facilities to carry its equitable share of the
Forecast Requircment of THE INTERCONNECTION for such period. Each Party
Hereto shall submit to the MANAGEMENT COMMITTEE its plans for fulfillment
of its obligations under this Section as provided in a schedule attached
and made a part hereof.

*6.3 The Accounted=For Requirement for clectric generating capacity
of THE INTERCONNECTION shall be determined for each Planning Period and
each Party Hereto shall account for its equi: '> share thereof in accordance
with a schedule attached and made a part hereof. 1548 '48

*6.4 A Party Hereto that has less Contract Capacity than its equitable
share of the Accounted=For Requirement of T INTERCONNECTION shall be
considered deficient by the amount of the difference.

POOR CRIGINAL
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*6.,5 In the planning of its capacity installations and purchases,
each Party Hereto shall provide generating capacity of such character
that, under normal operating conditions, it can supply, if needed, the
energy requiremeats of its own load and its allocated share of spianing
reserve and regulating capacity, provided, however, tuat any Party Hereto
may install or participate in ownership of units of any size that it finds
appropriate to its needs, subject only to the responsibility for possible
additional reserve in accordance with schedules attached and made a part
hercof.

ARTICLE 7

Operating Capacity Requirement and Oblipations

** 7.1 The Operating Capacity Requirement of THE INTERCONNLCTLION shall
be an amount of capacity in operation, or capable of operation within a
specified time, sgufficient to carry the load on any day and to provide
reserve adequate to achieve a level of reliability consistent with the
policies established by the MANAGEMENT COMMITTEE. Operating capacity shall
include specific amounts of synchronized capacity under automatic response
as regulating capability for control of tie line loading and frequency of
THE INTERCONSECTION. The OPERATING COMMITTEE thall determine the daily
Operating Reserve Requirement of THE INTERCONNECTION in sccordance with
Schedule 6.02, 1he OPERATING COMMITTEL shall determine the Regulating
Capability Reguircment of THE INTERCONNECTION in accordance with the
o,erating practices of THE INIFRCONNECTION as accepted by the MANACEMENT
COMMITTEE.

%% 7.2 The Operating Capacity Obligation of each Party Hereto shall be
ite equitable share of the Operating Capacity Requirement of THE INTERCONIEC-
TION. Such shares shall be determined in accordance with Schedule 6.03.

%% 7.3 A Party Hereto whose operating capacity in any period of a day
is less than its Operating Capacity Obligation shall be considered deficient
by the amount of the difference and shall make payments for such deficiency
in accordance with Schedule 6.03,

%% 7.4 The Regulating Capability Obligation of each Party lercto shall
be its equitable share of the total regulating capability provided by all
" Parties llereto to weet the Regulating Capability Requirement of THE INTERCCH=-
NECTION. Such shares shall be determined in accordance with Schedule 6,01,

*% 7.5 A Party Hereto whose regulating capability in any hour is less
than its Regulating Capability Obligation shall be considered deficient by
the amount of the difference and shall wake paywents for such deficiency in
accordance with Schedule 6.01,

® Added by 4/1/74 Supplement, l 548 ' 49
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ARTICLE 8
Accountih&

#* 8.1 CAPACITY ACCOUNT. The payments for adjusted planned purchases
of capacity and for deficiencies in Coantract Capacity payable or receivable
by Parties Hereto shall be determined in accordance with schedules attached
and made a part herecof.

%% 8.2 OPERATING CAPACITY ACCOUNT. The paymcnts for deficiencies in
operating capacity payable or receivable by Parties Hereto shall be deter=
mined in accordance with Schedule 6.03.

*% 8.3 RECULATING CAPABILITY ACCOUNT. The payments for deficiencies in
regulating capability payable or rececivable by Parties Hereto shall be
determined in accordance with Schedule 6.01.

#% 8.4 ENERGY ACCOUNT. The payments for interchange of cnergy payable
or receivable by Parties Hcreto shall be deternlnrd in accordance with
schedules attached.

*% 8.5 COMPONENTS OF COST OR REPLACEMENT VALUE. Each Party Hereto in
accounting for daily operating capacity and energy supplied to c¢r rececived
from THE INTERCONNECTICMN shall include the components of cost or replacement
value in accordance with Schedule 8.01.,

*% 8.6 TRANGMISSION LOSSES. Compensation to Parties Hereto for their
out-of-pocket cost of supplying losses incurred in transmission of energy
through their own f-cxlxt; 's for others shall be accounted for by a method
acceptable to the OPERATING COMMITTEE.

*% 8.7 ADJUSTMENT FOR LOSSES. For the purpose of accountinz under this

. AGREEMERT each Party Hercto may adjust its metercd loads to reflect the

incremental changes in transmission leosses incurred by its System as a
result of transactions with others. All such adjustments of load shall be
determined by methods acceptable to the OPERATING COMMITTEE.

ARTICLE 9

Interchance with Others

*9.1 Any Perty Hercto may enter into interchange arrangements with
others who arce not Parties Hereto with respect to the delivery or receipt
of capacity and energy to fulfill its obligations hgrcunucr cr for any
other purposc.

*% 9,2 The Parties Hereto enllectively may enter into apreements with
others not party to this ACREEMENT to sccure the advantapes of poolin" on a
regional basis. The allocation and accounting among Parties Hereto of
paynents and charges for services and transactions under such emen
shall be in accordance with schedules attached. Sag é

. AAN
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ARTICLE 10

Metering

10.1 The quantities of electric emergy involved in determination of
the amounts of the billing rendered hereunder shall be ascertained by the
means of meters installed, maintained and read either at the expense of the
Party on whose premises the meters are located or as otherwise provided for
by agreement between the Parties concerned.

10.2 Procedures with respect to maintenance, testing, calibrating,
correction and registration records, and precision tolerance of all
metering, cquipment shall be in accordance with good operating practices.

The expense of testing any meter shall be borne by the party
owning such meter, except that when a meter tested upon rcguest of another
party is found to register within the established tolerance the party
making the request shall bear the cxpense of such test.

10.3 All metering of energy required herein shall be the integration
of kilowatthours in the clock hour, and the quantities thus obtained shall
constitute the kilowatt load for such cleck hour, provided however that
adjustuent shall be made for other contractual obligations of any Party
Hereto as may be required to deternine the quantity to be accounted for
hereunder, and for transmission losses as provided in 8.7. *%*

% 10.4 The meter locations to be used by the Parties Hereto in deter=
mining their cnergy transactions on THE INTERCONNECTION shall be as agreed
upon from time to time by the OPERATING COMMITTEE.

ARTICLE 1]
Billing

**% 11,1 At the end of cach month and by the [ifth working day of the
following monuth, the Office of THE INTERCONNECTION shall prepare a statement
showing the debits and credits to each Party Hereto for adjusted planned
purchases and sales of capacity, for Accounted-For Deficiencies and Excesses
of Contract Capacity, for interchange of Operating Capacity, Regulating
Capability, and Energy, and for any allocated share of transactions with
others not party to this AGREEMENT. From the net party balances so dcter-
mined, the Office of THE INTERCONNECTION shall prepare billing statements
for all transactions which occurred during the month, aund PE, as agent for
THE INTERCONNECTION, shall make collection and disbursements pursuant to
such statements on or before the {irst banking day common to all the

Parties Hercto following the nincteenth day of the wonth in which the
billing statements are prepared.  Interest on uncollected amounts shall
accrue daily from the date due until the day upon which collection is made
at a rate cqual to 1307 of the prime rate per annum as established from
time=to-time during such period of delinquency by the Chase Manhattan Bank
(National Association) or its successor.

* Added by 4/1/74 Suppiement.
% Under) ine amended by 6/15/77 Supplenent,
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% 11.2 PE shall pay the costs of the Office of THE INTYERCORNECTION as
provided for in 3.3 and shall issue monthly bills to the other Parties
Hereto for their share of such costs and the costs associated with those
other facilities and activities which are to be shared under 3.7 (iv).
Such bills shall be paid wonthly.

ARTICLE 12

Waiver of Rights

12.1 Aany waiver of the rights of any signatory or Party Hereto as
to any default of any other signatory or Party Hercto or any other matter
arising hereunder shall not be deemed a waiver as to any default or other
matter subsequently occurring.

ARTICLY, 13

Liability

13.1 As betwecen the signatories hereto, except as may be otherwise
agreed vpon between individual signatories with respect to specific inter-
connections, each signatory will save the others hariless of and from any
&nd all loss and daumage by reason of bodily injury, death or damage to
preperty caused or sustained on the portion of the transmission system
employed in TUHE INTERCONNECTION and controlled and made available by
it, notvithstanding that a judgewent may be rendered against two or morec of
the signatories or against a single signatory, othes than the signatory
controlling the portion of such transmission system upon which such injury,
death or damage occurred, except that each signatory chall be responsible
for all claims of its own employces, ageuts and servants growing out of

any Workmen's Compensation Law. )
JOR ORIGINAL
ARTICLE 14

Effective Date, Termination and Assicnment

14.1 This AGREEMENT shall become effcctive as of November 4, 1956,
and, subject to action of any regulatory acvthority having jurisdiction,
shall continuve in effect for an initial period of three (3) years, and
thereafter from ycar to year until terminated by consent of all signatories
hercto; provided, however, that any signatory hereto at any time may
withdraw, from this AGREEMENT upon three (3) years' written notice to the
other signatories: all subject to the provisions of Schedule l.11 attached
and vade a part hereof.

14.2 The rights and obligations created by this AGREEMENT and all
supplenicnts thereto shall enure to and bind the successors and assigns ;
of the respective signatories hereto, provided, however, that they shall
not be assigned by any signatory without the written consent of the other
signatorics unless the assignee concurrently acquires substantially all

|

of the electric operating properties of the assiguer. '548 '52

Except as hercvinabove provided, the terms and conditions of
the AGREEMENT shall remain in full force and effect,
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SCHEDULE 1.11
Issued: April 1, 1974

Effective: June 1, 1974

TERMINATION AND WITHDRAWAL

(a) Upon termination of this ACREEMENT, final settlement for obligations
under Article 6 shall include the accounting for the period ending
with Friday of the last calendar week for which the AGREEMENT is
effective.

(b) Obligations uader Article 6 of a signatory hereto withdrawiag from
this AGREEMENT in accordance with Section 14.1 shall contirue through
the period ending with Friday of the last calendar week of the Plan=

ning Period in which such withdrawal is effective.

1548 153
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Page 1 of 4
SCHEDULE 2.0l
Issued: April 1, 1974

Effective: June 1, 1974

FORECAST REQUIREMENTS OF THE INTERCONNECTION

Section 6.) of this AGREEMENT provides that Forecast Requirements

for electric generating capacity of THE INTERCONNECTION shall be
determined for specified Planning Periods and be equitably shared
among the Parties Hereto. The Forecast Requirements of THE INTER-
CONNECTION and the equitable shares thereof shall be expressed in
megawatts.,

The MANAGEMENT COMMITTEE shall pake determinations of the Forecast
Requircments of THE INTERCONNECTION for all of the Plannng Periods
included in the composite long=range plan of THE INTERCONNECTION
maintained by the PLANNING AND ENGINEERING COMMITTEE in accordance
with Section 4.4 of this AGREEMENT. The recommendatiocns of the
PLANNING AND ENGINEERING COMMITTEE submitted for consideration of the
MARAGEMENT COMMITTEE in connection with such determinations shall be
made in accordance with the guidelines set forth in Schedule 2.11 or
revision thereof,

Forecast Requirenconts shall be determined anmally before April 30.
Any of such Forecast Requirewments may be revised froam time to time by

the MANACEMENT COMMITIZE, except that, unless otherwise agreed by the

MANAGEMENT COMMITTEE, the Forecast Requirements of THE INTERCONNECTION

covering the next three full Planning Periods following suc  annual

determination shall be considered fira and not subject to redetermina-
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Page 2 of &
SCHEDULE 2.0l
Each Forecast Requirement of THE INTERCONNECTION determined under
paragraph (b) hereof shall be allocated {n equitable shares among
the Parties Hereto in accordance with Schedule 2.2! or revision
therecof.
Each Party Hereto shall submit to the MANACEMENT COMMITTEE its plans
for carrying the share (hereinafter called Forecast Obligation) of
the Forecast Requirement allocated to it for each Planning Period
under paragraph (¢) hereof, through:
(1) installation of generating capzcity; and
(2) purchases of generating capacity and energy, independent of this
AGREEMENT, from a Party Hereto or others not party of this ACREE-
MENRT; and
(3) purchases of additional required capacity from other Parties
Hereto in accordance with paragraph (e) hereof at the rates
specified in Schedule 4.0] or revisions thereof in effect at
the time the service is supplied.
Capacity planned to be installed by a Perty Hereto after the beginning
of a Planning Period may be used to satisfy its Forecast Obligation
in the portion of the Planning Period during which such capacity is
scheduled te be in service. The plans of each Party Hereto shall also
indicate the nature and current status of commitments with respect to
each addition, retirement and sale or purchase of capicity included in
its plans. The MANAGEMENT COMMITTEE shall review the adequacy of the

submittals hercunder both as to timing and magnitude.
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Page 3 of 4
SCHEDULE 2.01

Unless otherwise agreed by the MANACEMENT COMMITTEE, the plan:
submitted by each Party Hereto under paragraph (d) for a Planning
Period shall be considered a firm commitment as of a date two years
prior to the beginning of such Planning Period. Planned purchases of
capacity provided under subparagraph (3) thereof shall be from Parties
Pereto which have planned Systew Capacities in ercess of their respec=
tive Forecast Obligations. The planned sale by each such supplying
Party Hereto shall be determined by allocation in direct proportion to
the amounts of such forecast in excess as of the time such commitments
are nade by the purcliasing Party Hereto.

Such planned sales shall thereupon likewise be considered fiyu
comaituwents of the supplying Parties Hereto, provided, however, that
when the actual System Capacity of a Party Mereto during any portion
of the Planning Period is less than its planncd Systenm Capacity for
the same portion of the Planning Period, planned sales and purchases
for such portion of the Planning Period shall be limited or increased
as provided in (f), (g) and (h) below. Such adjusted planned sales
and purchases shall thercupon be used in the determination of Contract
Capacitics.

The adjusted planned purchase of any Party Hereto shall be the amount
by which the smaller of its planncd or actual System Capacity is de-

ficient in comparisen with its Forecast Obligation.

() Adjusted planned purchases of capscity as provided in (f) shall be ap=

portioned to and supplied by other Parties Hereto to the extent that

the smaller of their plamned or actual System Capacity exceeds their

respective Forecast Obligations. '548 ]56




(k)

Vage 4 of 4
SCHEDULE 2.0!
If the sum of the excesses determined in (g) is less than the sum of the
deficiencies determined in (f), then the adjusted planned sales shall be
the respoctive excesses of the supplying Parties Hereto and the ad justed
planned purchases shall be the sum of the excesses determined in (g) al-

located in proportion to the deficicncies determined in (f).
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Issued: April 1, 1974
Effective: June 1, 1974
CUIDELINES FOR

CALCLATION OF FOXECAST REQUIREMENTS
OF THE INTERCONNECTION

(a) By application of suitable probability methods to appropriate data and
forecasts for THE INTERCONNECTION, the Forecast Requirements for elec=
tric generating capacity of THE INTERCONNECTION shall be calculated for
specified Planning Pericds as the amounts of capacity which provide an
acceptable level of reliability.

(b) The calculations of Forecast Requirements by the PLANNING AND ENGINZER-
ING COMMITTEE, as called for in Section 3.5 (iii) and referred to in
Section 6.1 of this AGREEMENT, shall comsider the following data and
foreccasts for THE INTERCONNECTION and such additional data and forecasts
as are found necessary to meet changes in method of computation er in
system conditions:

(1) Estimates of summer and winter peak loads for each Planniug Period
as specified in Schedule 2.211, based on estimates for each Systen
preparcd by the respcctive Parties Hercto reéiectiﬁg a 50% proba-
bility of occurrence and on summer peak diversities determined by
the PLANNING AND ENGINEERING COMMITTEE from recent experiences

(2) Estimates of seasonal load shape which are consistent with forecast
averages of 52 weekly peak loads prepared by the Parties lereto for
their respective Systems,

(3) Vvariability of loads within each week, due to weather and other re=-

curring and random factors, as determined by the FLARNING AND ERGI-

REERING COMMITIEE. 1548 158
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Unit sizes and types for both existing and proposed units.
Forced outage rates for existing mature units, as determined by the
PLANNING AND ENGINEERING COMMITTEE from recent experience, and for
imnature and proposed units based upon forecast rates related to
unit type, size and other pertinent characteristics.
Planned and wmaintenance outages of generating units as determined
by the PLARNING AND ENGINLCERING COMMITTEE, based on forecasts sub-
mitted by the Parties liereto for their respective Systems,
Miscellaneous adjustments to System Capacity due to all causcs, as
determined by the OPERATING COMMITTEE, based on forecasts submitted
by the Partics Hereto for their respective Systems.
Interconnections with other areas and the capacity available as the
result of such interconnections, as limited by transmission and the
probable availability of generation in excess of load requirements

in such areas.
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Issued: April 1, 1974

Effective: June 1, 1974

ALLOCATION CF FOREZCAST REQUIREMENTS TO PARTIES HERETO

The Forecist Requirement of THE INTERCONNECTION shall be allocated to the
Parties Hereto in accordance with this schedule.

For any Planning Period, the Forecast Obligation of a Party Hereto shall
be calculated as follows:

R+F+U+D
100

Forecast Obligation = P x (l +

Where:
P = the forecast diversified Planning Period peak of the Party
Hereto, in megawattis, determined in accordance with Schedule
2.211 hereof;

the margin of the Forecast Requircment for the Plauning Period

over the forecast Planning Period peak of THE INTERCONNECTION,
in percent of such Planning Period peak;
F = the forced outage rate adjustment, in percent, determined in
accordance with Schedule 2.212 hercof;
U = the large unit adjustment, in percent, determined in accordance
with Schedule 2.213 herecof;
D = the load drop adjustment, in percent, determined in accordance
wvith Schedule 2.214 herecof.
(e) It is recognized that changing conditions and improvements in techniques
may require from time to tiwe the addition of other factors in the above
k:) equation and the revision or deletion of factors currently included there-

in. If, in the opinion of a Party Hercto, any such change is required, such
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Party lereto shall request that the MANACEMENT COMMITTEE have the

matter studied and a recommendation made. Upon approval of a change

by the NACEMENT COMMITTEE, this schedule and related subschedules
shall be appropriately revised and supplemented and shall thercupon be
made effective.

If, during any portion of a Planning Period for which capacity commit=
ments have been made in accordance with Schedule 2.01 (e), the Forecast
Requirement of THE INTERCONNLCTION exceeds the sum of the System Capa-
cities expected to be available on THE INTERCONNECTION, the Forecast
Requirement of THE INTERCONNECTION as determined in Schedule 2,01 (b)
shall be reduced for that portion of the Planning Period to such sum.
The Forecast Obligation of each Party Hereto shail be reduced to equal
(1) its forecast diversified Flanning Period peak plus (2) the product
of a reduction ratio and the difference between its Forecast Obligation
as determined under paragraph (b) hereof and its forecast diversified
Planning Period peak. Such reduction ratio shall be (1) the difference
between the sum of the System Capacities expected to be available on
THE INTERCONRECTION and the forecast Planning Period peak of THE INTER=-
CONNECTION divided by (2) the diffcrcncc Letween the Forecast Require=
ment of THE INTERCOMNECTION as determined in Schedule 2.0! (b) and such
Planning Feriod peak.

If the loads of any Party Hereto contain elements for which such Party
Hereto is not required to furnish reserve capacity, suitable adjustment
shall be made with respect to the capacity obligations of such Party

Hereto as approved by the MANAGEMENT COMMITTEE.
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Issued: April 1, 1974

Effective: June 1, 1974

FORECAST D.VERSIFIED PLANNING PERIOD PEAKS (P)

The forecast diversified Planning Period peaks of the Parties Hereto (P)
shzll be determined in accordance with this schedule so long as the fore-
cast Planning Period peak of THE INTERCONNECTION is a summer - ak.

For the purposes of this schedule, the forecast maximum one hour load of
a System during the period June through September of & Planning Period
shall be ite summer peak, and the forecast maximum one hour load during
the period December through March of the Planning Period shall be its
winter peak.

The forecast diversified Planning Period peak of a Party Hereto shall be
its Planning Period peak as defined herein reduced by its Planning Period
peal diversity entitlement and its sumaer peak diversity entitlement,

In a Planning Period each Party Hereto shall be classified as either a
summer peaking System or a winter peaking System. In the determination
of such classification the winter peak of each Party Hereto shall be re=-
duced by the excess of its total capability under winter operating condi=-
tions. For the purpose of this schedule, such total capabilities shall
be defined as the respective Net Capabilities of its units planned to be
in service as of December ), adjusted for firm capacity purchases and
sales in the December through March period, independent of this AGRELMENT,
and reduced by the limitations specified in 1.1 (d), such Net Capability

ad justments and limitations being respectively determined for winter and

summer operating conditions. A Party Hereto having a summer peak which

exceeds itc winter peak so reduced shall be classified as a summer peaking
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System, and its Planning Period peak shall be equal to such summer
peak. A Party Hereto which has a winter peak so reduced which exceeds
its summer peak shall be classified as a winter peaking System. The
Planning Period peak of a winter peaking System shall be equal to the
average of (i) its reduced winter peak for the Planning Period and
(ii) the greater of its summer peak for the Planning Period or its
reduced winter peak for the Planning Period inmediately precedi.g.
The Planning Period peak diversity entitlement of a winter peaking
System shall be one half the difference between its Planning Peried
peak and its summer peak. The Planning Period pea# diversity enritle-
ment of a sumuwer peaking System shall be the ratio of the difference
between its summer peak and its reduced winter peak to the sum of such
diffcrcnccs for all the summer peaking Systems multiplied by the sum

of the Planning Period peak diversity entitlements of the winter

peaking Systems. In the event that the total of the Planning Period

peak diversity entitlements of all Parties Hereto so determined
exceeds the sum of the differences between the summer peaks and
reduced winter peaks of the summer peaking Systems, such entitlements
shall be proportionately reduced to equal in total such lower sum,

The summer peak diversity entitlement of a Party Hereto shall be the
ratio of its summer peak to the sum of the sunmer peaks of all Parries
Hereto rmultiplied by the difference between such sum of summer peaks

and the forecast Planning Period peak of THE INTERCONKECTION.
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SCHEDULE 2.212
REVISION NO. 1
(Supersedes Initial Schedule Issued April 1, 1974)
Issued: June 15, 1977

Effective: August 1, 1977

FORCED OUTACE RATE ADJUSTMENTS (F)

Forced outage rate adjustments of the Parties Herete (F) in a Planning
Period shall be determined in accordance with this schedule.,

The forced outage rate adjustment shall be the amount, in percent,

by which the average forced outage rate of a Party Hereto is more or
less than the average forced outage race of THE INTERCONNECTION,
multiplied by a factor. 1If wore, such adjustment shall be considered
plus (+) in the equation in Schedule 2.21 (b); if less, such adjustuent
shall be considered ainus (=) in such equation.

The factor in (b) represents the change in requirement for capacity
installed on THE INTERCONNECTION in percent of peak load for every

one percent change in average forced outage rate on THE INTERCONNECTION.
Such relationship shall be regularly reviewed (initially annually)

by the PLARNINC AUD ENCINEERING COMMITTEE in connection with its calcula=
tions of Forecast Requirements of THE INTERCONNECTION, using methods

and data consistent with those utilized therein. If such review
indicates a change in the relationship, the PLANNING AND ENGINEERINC
COMMITTEE shall report its finding and recosmmendation to the MANAGEMENT

COMMITTEE. Upon approval by the MANACEMENT COMMITTEE, changes in
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the factor shall be made effective only as to Plaunning Pericds for
which capacity cormitments have not yet been made in arzordance with
Schedule 2.01 (e).
The average forced outage rate of a Party Hereto in a Planning Period
shall be the average of the forced outage rates, weighted for unit
size and expected time in service, attributable to all of its generating
units planned to be in service incluling capacity purchased and excluding
capacity sold independent of this AGREEMENT. Such rate shall also
include the adjustwment, if any, for system capacity unavailable due to
energy linitations determined in accordance with definitions and criteria
specified by the OPEPATING COMMITTEE and approved by the MANACEMEN
COMMITTEE. For the purposes of this Scliedule, the averape forced
outage rate of THE INTERCONNECTION shall be the average of the average
forced outage rates of all the Parties Vereto weighted by their respective
diversified Planning Period peaks. All rates shall be in percent.
The forced outage rate of a unit not yet in service or which has been
in service less than cne full calendar year at the time of forecast
shall be the mature rate for that size and type of unit, as estimated
and used by the PLANNING AND ENGINEERING COMMITTEE in the calculation of
the Foreccast Requirement of THE INTERCORNECTION.
The forced outage rate of a unit in service three or more full czlendar
years at the time of ferecast shall be the average vate experienced
by such unit during the three wost recent calendar years. Historical
data chall te based on official reports of the Parties lereto under
rules and practices approved by both the OPERATING COMMITTEE and the

PLARNING AND ENCINEERING COMMITTEE.
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The forced outage rate of a unit in service at least one full calendar
year but less than three full calendar years at the time of the forecast
shall be determined as follows:

Full Calendar
Years of Service

1 One=third the rate experienced during the calendar
year, plus two-thirds the mature rate.
Two=thirds the average rate expericaced during
the two calendar years, plus one=third the mature

rate.
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SCHEDULE 2.213
REVISION NO. 1
(Supersedes Initial Schedule Issued April 1, 1974)
lssued: June 15, 1977

Effective: August 1, 1977

LARCE UNIT ADJUSTMENTS (U)

Large unit adjustments of the Partics Hereto (U) in a Planning Period
shall be determined in accordance with this schedule whenever the Net
Capability of units included in the planned System Capacity of a Party
Hereto as of September 30 of the Planning Period is in excess of the
specified size of unit defined herein.

The large unit adjustment shall be a specified percent of the amount,
in megavatts, by which such exccss of a Party lereto is more or less
thaa a proportionate part of the total of such excesses of all Parties
lereto, allocated to each Party Hereto in accordance with the ratio of
its forecast divercified Planning Period peak to the Planning Period
peak of THE INTERCONNECTION., If more, such adjustment shall be
considered plus (+) in the equaticn in Schedule 2.21 (b); if less,
such adjustment shall be considered minus (=) in such equaticn. For
use in such equation, the adjustment of a Party ilereto shall be
expresscd in percent of its forecast diversified Planning Period peak.
The specified size of unit initally shall be 900 MW.

Whenever through ownership or purchase the System Capacity of a

Party Hereto includes a portion of the capability of a unit larger
than the specified size, the megawatts assigued to the Party Hereto
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vith respect to the capability of such unit in excess of the specified
size shall be in proportion to the ownership or purchase by the Party
Hereto.
The percentage factor in item (b) represents the effect on the re=
quirenent for capacity to be installed on THE INTERCONNECTION of the
operation of units larger than the specified size, as planned at the
time this Schedule initially becomes effective. Such factor, and the
specified size of unit, shall be regularly reviewed (iuitially annually)
by the PLANNING AND ENCINEERING COMMITTEE in connection with its
calculations of Forecast Requirements of THE INTERCONNECTION, using
methods and data consistent with those utilized therein. 1f such
review indicates a change in the effect on capacity requirements, or
that the specified size of unit should be increased, the PLANNING AND
ENGIKLERING COMMITTEER shall report its finding and recowmendation to
the MANAGEMENT COMMITTEE. Upon approval by the MANAGEMENT COMMITTEE,
changes in the factor, the specified size of unit, or both shall be
made effective only as to Planning Periods for which capacity commit=

ments have not yet been made in accordance with Schedule 2.01 (o).
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SCHEDULE 2,214
REVISICH NO. 1
(Supersedes Initial Schedule Issued April 1, 1974)
Iscued: June 15, 1977

Effective: August 1, 1977

LOAD DROP ADJUSTMENTS (D)

Load drop adjustments (D) of the parties liereto in a Planning Period
shall be detcrmined in accordance with this schedule.

A Party Hereto shall be considered to have a necd for load drop when in
@ Planning Period the ratio (load drop ratio) of the alpebraic sum of
(1) the forecast average of its 52 weekly peak loads, (2) the forecast
average of its Unavailable Capability in each week because of planned
and maintenance outages, and (3) the forecast average of its miscella-
neous adjustments, to its Planning Period peak, is greater than the
load drop ratio for THE INTERCONNECTION.

For the purposes of this schedule, the load drop ratio for THE INTER~
COKNECT1OW shall be the average of the load drop ratios of all the
Parties Hereto weighed by their respective Planning Pericd peaks.

The load drop-adjustment, expressed in megawatts, of a Party Hercto
having a need for load drep shall be (1) the increase in percent
reserve requirement on THE INTERCONNECTION corresponding to the load
drop ratio of such Party Hereto, less the increase in percent reserve
requirement on THE INTERCONNECTION corresponding to the load drop
ratio of THE INTERCONNECTION, multiplied by (°) in. Planning Period
peak of the Party Hereto, and (3) 0.5, t~ /i t a sharing of such

needs and the supplying thercof among t ¢ Puyiirs Hereto. For each
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Planning Period, the relationship of increases in percent reserve
requirement ot THE INTERCONKECTION to various load drop ratios of THE

INTERCONNECTION shall be determined by the PLANNING AND ENGINFFRING

COMMITTFE in connection with its calculation of the Forecast Requirement

of THE INTERCORNECTION for the Planning Period, using methods and data
consistent with those utilized therein. The PLANNINC AND ENGINEERINC
COMMITTEE shall report such determination and its recommendation to

the MANAGEMENT COMMITTEE. Upon approval by the MANAGEMENT COMMITTIEE,
changes in the relaticnship shall be made effective only as to Planning
Periods for which capacity commitments have not been made in accordance
vith Schedule 2.01(e).

The total of the louad drop adjustuents of Parl es Hereto have need for
load drop (total adjustment) shall be considered as supplied by the
Parties Hereto having load drop ratios equal to or less than the load
drop ratio of THE INTERCONNECTION.

The load drop adjustment of a Party Hereto supplying load drop shall be
the total adjustment times the ratio of (1) the product of the Planning
Period peak of such Party Hereto and the excess.of the load drop ratio
of THL INTERCONNECTION over the load drop ratio of such Party lereto,
to (2) the sum of such products of all Parties Hereto supplying load
drop.

The load drop adjustments, as expressed in megawatts, whall be converted
to percentages, for use in the equation in Schedul~ 2,21(b), by
dividing the respective megawatt amounts by the diversified Planning
Period peaks of the several Parties Hereto. Load drop adjustrents of
Parties Hereto needing load drop shall be considered plus (+), and

adjustments of the Parties Neveto supplying load drop shall be con-

sidered minus (=) in such equatioce. 1548 ‘70
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SCHEDULE 3,01
Issued: April 1, 1974
Effective: June 1, 1974

ACCOUNTED-FCR REQUIREMENTS
AND OBLIGATIONS

Scction 6.3 of this AGREEMENT provides that an Accounted-For Requirement
for electric generating capacity of THE INTERCONSECTION shall be deter-
mined for each Planning Period and be equitably shared among the Parties
Hereto. The Accounted-For Requirement of THE INTERCONNECTION as deter~
mined in paragraph (c) hereof and the equitable shares thereof shall be
expressed in megawvatts,
The equitable share (herein called Accounted-For Obligation) for each
Party tereto of the Accounted=For Requivement of THE INTERCONNECTION
shall be equal to its Forccast Obligation for a Planning Period, plus
an adjustment equal to the algebraic sum of the following for such
Planning Period:
(1) The actual average of its 52 weckly peak loads during the Planning
Period minus the forecast average of its 52 veekly peak loads; and
(2) The acutal average of its 52 weckly Unavailable Capabilities during
the Planning Period minus the forecast average of its 5?2 weekly
Unavailable Capabilities, all multiplied by 0.5. The forecast
aversge of its 52 weekly Unavailable Capabilities shall be deter-
mined as the algebraic sum of:
(i) forecast average System Capacity during the Planning Petioq
tines its forecast averape forced outage rate,
(ii) the forecast average of its Unavailable Capability in each

week because of planned and maintenance outages, and
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(iii) the forecast average of its miscellaneous adjustments in
each week.

The factor 0.5 may be changed from time to time by the MANAGEMENT
COMMITTEE to reflect current conditions.
The Accounted-For Requirement for electric generating capacity of THE
INTERCONNECTION shall be the sum of the Accounted-For Obligations of
the Parties Hereto.
Ia the event that the Accounted-For Requirement of THE INTERCONNECTION
as deternined in paragraph (c) hereof is greater than the sum of the
actual Contract Capacities of the Parties Hereto during any portion of
a Planning Period, the Accounted~For-Requirement of THE INTERCONRECTICH
shall be reduced to equal such sum for that portion. The Accounted-For
Obligation of each Party Hereto shall be reduced to equal (1) its
forecast diversified Planning Period peak plus (2) the product of a
reduction ratio and the difference between its Accounted-For Obligation
as determined under paragraph (b) hereof and its forecast diversified
Planning Period peak. Such reduction ratio shall be (1) the difference
between the sum of the actual Contract Capacities of the Parties
Hercto and the forecast Planning Period peak of THE INTERCONNECTION

divided by (2) the difference between the Accounted-For Requirement of

JTHE INTERCORNECTION as determined in paragraph (c¢) hercof and such

Planning Period peak.

The Accounted-For Excess of a Party Hereto shall be the amount by

vhich its actual Contract Capacity cxceeds its Accounted-For Obligation,
The Accounted=For Deficiency of a Party Hercto shall be the amount by

vhich its Accounted-For Obligation exceeds its actual Contract Capacity,
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(£) Those Parties Hereto that have Accounted-For Deficiencies during any
portior of a Planning Period shall make‘payments to those that have
Accounted-For Excesses during that portion in proportion to the re-
spective Accounted-For Excesses, at the rate provided for in Schedule

4.01.
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SCHEminy, 4,01
REVISION RO, 2
(Supersedes Nevision lo. ) lssued April 11, 1977)
Issucd: March 15, 1979
Effective: June 1, 1979

RATES AND PAYMENTS 1ON CONTRACT CAPACITY

Payment by a Party llereto for plemed purchases of capacity under

Schedule 2.01 and for Accounted=Tor Deficiencics under Scliedule 3,01 shall

be based on a rate determined annually by the MANAGUMERT COMATITEE. The
annual rate effcctive June 1, 1979 shall be $25.55 per kilowatt,

Plznned purchascs shall Lo determined for each poartion of a Planning Period,
measurcd in days, as requived by chauges in planned and actual System
Capacities. Payments shall be made by Parties Hercto that have adjusted
planned purchases to thosc supplying Parties Hercto that have adjusted plannced

sales in that portion at a daily rate cqual to 1/265 of the rate specified

. in (a).

Accounted-Tor Deficiencics and Exccesses shall be determined for cach portion
of a Planning Period, measured in days, as requircd by changes in Accounted-
For Obligations or actual Contract Capacities. Payments shall be made by the
Parties Uereto that bave Accounted-ror Deficicncics to those that have
Accounted-For Excesses in that portion at a daily rate equal to 17365 of the
rate specificd in (a).

Billings under (L) and (¢), and under Schedules 5.01 (¢) and (d) and 5.02 (c)
and (d), shall bu wmonthly with respeet to the portion or portions of the
Planning Period in a moath, Such billings shall be kept curreat through
estimates made Jduring the Plamning Pervied, frue time to time as required by

~

changes in actual System and Contvact Capocitics, or guarterly as requived by

POUR ClGHIAL
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Al) estinated computations and payments shall be

revised as requived at the ond of the Planning 'eriod to reflect actual

conditions.
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SCHEDULE 5.01
REVISION XNO. 1
(Supersedes Initial Schedule Issued April 1, 1974)
Issued: June 15, 1977

Effective: August 1, 1977

ALLOCATION AMONG PARTIES HIRETO OF SHORT-TERM POWER RESERVATIONS

(a) Allocation among Parties Hereto of Short-~Term Power reservations under
agreenents between the Parties Hereto and others not party to the
AGREEMENT, and the accounting and billing within THE INTERCOUNECTION
in connection with such reservations, shall be made in accordance with
this schedule.

(b) Operating capacity and energy transactions associated with such reserva-
tions shall be acccunted for and billed within THE INTERCONNECTION in
accordance with other schedules of this AGREEMENT.

(c) When the Parties iHereto reserve power from others during a Plaaning
Period, each Party Hereto shall pay to the billing agent its share of
the charges with respect to such reservation (exclusive of charges
covered by (b) hereof) in propertion to its Accounted-For Obligation (as
the same may be adjusted in accordance with Schedule 2.21(e)) in that
portion of the Planning Period.

(d) When others rescrve power from the Parties Hereto during a Planning
Period, such reservation shall be allocated among those Parties Hereto
having Accounted-For Excesses not sold to meet Accounted-For Deficiencies
in that portion of the Planning Period in proportion to such unsold
Accounted=For Excesses; provided, however, that the portion of such

reservation, if any, which cannot be so allocated shall be allocated
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SCHEDULE 5.01
among all Parties Hereto in proportion to their respective actual
Contract Capacities, after adjustments for sales already allocated
under this paragraph and for sales and purchases under Schedule 3.01.
When others reserve power from the parties Hereto during a Planning
Period, payments received with respect to such reservation
(exclusive of payments covered by (b) hercof) shall be devided into
two parts; (i) the part representing payment for generating capac-
ity, and (ii) the part representing payment for transaission services,
the division being 707 for gencrating capacicy ..ud 30% for transmission
services, subject to review from time-to-time as the MANACEMENT COMMITTEE
shall direct. Part (i) of the payments shall be allocated among the
Parties Hereto in the same proportions as determined in (d). Part (ii)
of the payments shall be allocated among the Parties Hereto as provided
in Schedule 5.03. Each Party Mercto shall receive from the billing

agent, its share of the payments as so allocated.

-
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SCHEDULE 5.02
REVISION NO. 1
(Supersedes Initial Schedule Issued June 26, 1974)
Issued: June 15, 1977
Effective: August i, 1977

ALLOCATION AMONG PARTIES HERETO OF EXTENDED EMERGENCY AND
SUPPLEMENTAL OPERATING CAPACITY PAYMENTS AND CHARGES

Allocation among Parties Hereto of those portions of the payments and
charges for Extended Emergency and Supplimental operating capacity, as
defined in agreements between the Parties Hereto and others, which are
determined at specified rates vnder such agreements, and the billing
within THE INTERCONNECTION in connection therewith, shall be made in
accordance with this schedule.

Those portions of such payments and charges wnich are for operating
capacity and energy shall be accounted for and billed within THE
INTERCONNECTION in accordance with other schedules of this AGREEMENT.
When the Parties Hereto purchase Extended Emergency and Supplemental
operiting capacity from others during a Planning Period, each Party
Hereto shall pay to the billing agent a share of the portions described
in (a) of the charges with respect to such transactions in proportion
to its Accounted-For Obligation (as the same may be adjusted in accor-
dance with Schedule 2.21(e)) in that portion of the Planning Period in

which the services were purchased.

When others purchase Extended Emergency and Supplemental operating

capacity from the Parties Hercto during a Planning Period, the portion
described in (a) of the payments with respect to such transactions

shall be divided into two parts: (i) the part representing payment
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for generating capacity and (ii) the part representing payment for
transmission services, the division beihg 7CX for generating capacity
and 30% for transmission services, subject to review from time to tim»
as the MANAGEMENT COMMITTEE shall direct. Part (i) of the paymcnts
shall be allocated among the Parties Hereto in proportion to their
respective actual Contract Capacities in that portion of the Planning
Period in which the services were provided, after ad justments for
sales and purchases under Schedules 3,01 and 5.01. Part (ii) of
the payments shall be allocated among the Parties Hereto as provided

in Schedule 5.03. Each Party Hereto shall receive from the billing

agent its share of the payments as so allocated.
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Igsued: June 26, 1974

Effective: August 1, 1974

ALLOCATION AMONG PARTIES HERETO OF TRANSMISSICN
SERVICE CHARCES FOR CAPAICTY TRANSACTIONS

(a) Allocation among Parties Hereto of transmission service charges related
to, or part of capacity transactions under agreements betwcen the Parties
Hereto and others not party to the AGREEMNENT, and the billing within THE
INTERCONNECTION in comnection therewith, shall be made in accordance with
this schedule..

(b) When others provide transmission services to the Parties Hereto, each
Party Hereto shall pay to the billing agent a share of the charges for
such service in proportion to its Accounted-For Obligation in that por-
tion of the Planning Period in which the services were provided.

(¢) When the Parties Hereto provide transmission services to others, each
Party Hereto shall receive from the billing agent a share of payments
received with respect to such transmission service charges. The share
allocated to each Party Hereto shall be proportioned to the investment
of each in specified bulk power transmission facilities, appropriately
adjusted for other arrangemeuts it may have involving its responsibili-
ties for investment in any of such facilities. The determination of
such shares shall be made in accordance with the procedures set forth

;in Exhibit A, attached hereto. Such procedures shall be reviewed from
time to time and shall be revised, if required, as agreed by the
MANAGEMENT COMMITTEE.

(d) For the purpose of this schedule, the investment of cach Party Hereto

in specified bulk power transmission facilities shall be that classified
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as plant in service on its books of account, initially as of
December 31, 1973; and the transmission'charge allocaction ratio be re-
vised annually on June 1 each year to reflect such investments as of

the previous December 31.
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EXHIBIT A

DETERMINATION OF INVESTMENTS IN

BULK POWER TRANSMISSTON FACILITIES OF PARTIES HERETO

AND OF TRANSMISSION ALLOCATION RATIOS

For purposes of this Schedule, the bulk power transmission facilities

of the Parties Hereto shall be all facilities operated at 110 kv or higher

voltage levels, but not including facilities used for, or related to step-down

transformation to voltages below 110 kv. The extent of the investment in

such specified bulk power transmission facilities shall be determined from

the transmission investments recorded in the annual Form 1 reports to the

Federal Power Commission and other appropriate company records, in accordance

with the following procedure:

1. Tabulate for each Party Hereto:

(a)

(v)

(c)
(d)

(e)

Allocate investment responsibilities in the jointiy planned
systems 500 kv and above, such as the Keystone-Conemaugh
transmission system, as determined by the participation
percentages under the relevant agrcements.

Other investments in facilities 500 kv and above not subject
to allocation as part of z system included in (a).

Investment in transmission lines operated at 110 to 345 kv.
Total reported investment in transmission lines, exclusive of
500 kv and above.

Investment in balance of reported transmission plant (equal

to total reported transmission plant investment less item (d)

and less investwment in all owned facilities 500 kv and above).
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EXHIBIT A
(f) Adjustments (plus or minus) of investment responsibility on a
multi-party basis as agreed and reported to PJM by the in-
volved Parties Hereto.
Determine the portion of item i(e) that is applicable to 110 kv
or higher voltages, by multiplying 1(e) by 75% times the ratio
of item 1(c) to item 1(d).
Determine the bulk power transmission investment for each Party
Hereto by adding items 1(a), (b), (c¢), (£) and 2.
Determine the transmissicn charge allccation ratio for ecach Party
Hereto by dividing its item 3 by the cum of the corresponding

amounts for all Parties Hereto.
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SCHEDULE 5.04 »
TO THE PJM AGREEMENT

Issued: December 12, 1977

Effective: January 1, 1978

ALLOCATION AMONG PARTIES HERETO OF PAYMENTS AND
CHARGES FOR CONSERVATION ENERGY

Agreements between the Parties Hereto, acting as a group, and others not
party to the AGREEMENT, provide for the generation and delivery of
¢

Conscrvation Encrgy as defined in such agrecments. Allocation among
Parties Hereto of those portions of the payments and charges for
Conservation Energy which are determinecd at specified rates under such
agreements, and the billing within THE INTERCONNECTION in connection
therewith, shall be made in accordance with this schedule.
Those portions of such charges by others for the generation of Conserva-
tion Energy and those portions of such payments to the Parties Hereto fecr
the generati$: of Conservation Energy shall be accounted for and billed
within THE INTERCONNECTION in accordance with Schedule 7.03 of this
ACREEMENT .
When the Parties Hereto purchase Conservation Energy from others, each
Party Hereto shall pay to the billing agent a share of the charges
described in (a) in proportion to its Accounted-For‘Obligation (as the
same may be adjusted in accordance with Schedule 2,21 (e)) in that portion
of the Planning Period in which the energy was purchased.
When others purchase Conservation Encrgy from the Parties Hereto, the
portion of the payments described in (a) shall be divided as follows:
(1) 70% representing payment for generating capacity shall be allocated

among the Parties Hereto in proportion to their respective actual

Contract Capacities in that portion of the Planning Period in which

the services were provided, after adjustments for sales and purchases
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under Schedules 3.01 and 5.01, -

g%) 30% represcnting payment for transmission services shall be
allocated as provided in Schedule 5.03.

The foregoing division of payments shall be reviewed from time to time

and shall be revised upon approval by the MANAGEMENT COMMITTEE. Each

Party Hereto shall receive from the billing agent its share of the

payments as so allocated.

(e) When the Parties Hereto transmit Conservation Energy for others, the por-

tion of the payments described in (a) shall be divided as follows:

(1) 57% representing payment for transmission services shall be
allocated as provided in Schedule 5.03;

(2) 12% representing payment for administrative expenses shall be
allocated as provided in Schedule 9.01;

o (3) 31% representing payment for transmission losses shall be allocated

(M
e

in two farts:
(A) One-third representing payment for additional losses on the
500 KV systems shall be allocated in accordance with Schedule
12,03 or revision thereof of the Extra High Voltage Transmission
System (EHV) Agrecment,
(B) Two-thirds representing payment for additional losses on the
lower voltage transmission lines shall be allocated in proportion
' to the additional losses incurred by each Party Hereto as deter-
mined by computer load flow analysis for typical transactions,
The foregoing division of payments shall be reviewed from time to time and
shall be revised upon approval by the MANAGEMENT COMMITTEE. Each Party

Hereto shall receive from the billing agent its share of the payments as

so allocated, ] 548 ] 85
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d ; SCHEDULE 5.05

Issued: January 19, 1979

i

]??3 Effcctive: April 1, 1979

ALLOCATION AMONG PARTIES HERETO OF SAVINGS AND PAYMENTS
RESULTINGC FROM TRANSMISSION OF ECCNOMY ENERGY FOR OTHERS

(a) Allocation among Parties Hereto of savings and payments accruing to PJM under
agreements between the Parties Hereto and others not party to this ACREEMENT,
as compensation for transmission of economy energy for others, and the
accounting within THE INTERCONNECTION in connection therewith, shall be made
in accordance with this schedule.

(b) The savings accruing to PJM shall be allocated among the Parties Hereto in
proportion to their transmission investment effective for the then current
revision of Schedule 5.03.

(c) Payments received by PJM for additional transmission losses incurred in
transmitting economy energy for others shall be divided into two parts:

(;3 (1) One-third representing payment tor additional losses on the
500 KY systems shall be allocated in accordance with Schedule
12.03 or revision thereof c¢ the Extra High Voltage Trans-
mission System (EHV) Agreement.

(2) Two-thirds representing payment for additional losses on the
lower voltage transmission lines shall be allocated in
proportion to the additional losses incurred by each Party
Hereto as determined by computer load flow analysis for typical
transactions.

The foregoing division of payments shall be reviewed fran time to time and
shall be revised upon approval by the MANAGEMENT COMMITTEE.

(d) Each Party Hereto shall receive from the billing agent its allocated
share of savings for transmitting economy energy for others as determined

=

in (b) and its allocated share of payments by others for transmission
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SCHEDULE 6.01
REVISION NO. 1
(Supersedes Initial Schedule Issued April 15, 1976)
Issued: June 15, 1977

Effective: August 1, 1977

ACCOUNTING FOR REGULATING CAPARBILITY

Section 7.1 of this AGREEMENT provides for the determination of a
Regulating Capability Requirement for THE INTERCONNECTION.

-

The total regulating capability provided by all Parties Hereto to mect
the Regulating Capability Requirement of THE INTERCONNECTION shall be
accounted for each hour. |
The proportional share of such total regulating capability allocated to |
each Party Hereto shall be determined by the ratio of (1) its concurrent ‘
Operating Capacity Obligation determined in accordance with Schedule 6,03

hereof to (2) the sum of such obligations for all Parties Hereto.

A Party Hereto whose regulating capability in any hour is more or less

than its proportional share as determined under (c) shall b2 considered

to have an excess or deficiency, respectively, by the amount of s..i

difference. .

Each Party Hereto that has a deficiency in any hour shall be debited

and each Party llereto that has an excess shall be credited in the

Regulating Capability Account at rates determined from time-to~time

by the OPERATING COMMITTEE, subject to the approval of the MANAGEMENT

COMMITTEE. Such rates shall be representative of the energy replace-

ment costs and other variable operating costs on THE INTERCONNECTION

for the particular type of equipnent operaced to provide such excess.
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SCHEDULE 6.02

Issued: June 15, 1977

Effective: August 1, 1977

OPERATING RESERVE REOUIRENENT AND ALLOCATION

Section 7.1 of this AGREEMENT provides for the determination of an

Operating Reserve Requiremeat for THE INTERCONNECTION.

By application of suitable probability methods to appropriate data for
TEE INTERCONNECTION, the operating reserve required for THE INTERCONNEC-
TION shall be determined by the OPERATING COMMITTEE for specified periods
of a day to maintain reliability of service. Such determinations shall
consider the probability of lcad deviations from forecast, the prob=-
ability of equipment malfunction or failure, the load level on PJIM,

the tiwme of day, and the season of the year.

The OPERATING COMMITTEE shall specify from time-to-time the portion of
the Operating Reserve Requirement which must be synchronized to

provide spinning reserve (Spinning Reserve Requirement) and the

remainiig portion which shall be capable of operation within specified
times. . g

The proportional share of the Spinning Reserve Requirement of THE INTER-
CONNECTION allocated to each Party Hereto shall be determined by the
ration cf (1) the average of its loads at the time of THE INTERCONNEC-
TION PEAX LOAD EACH WEEK TO (2) the average of THE INTERCONNECTION

peak loads cach weck, all as measured during the wecks of the correspond-
ing scasonal period of the preceding year. The seasonal periods shall

be specified from time-to-time by the OPERATING COMMITTEE.
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SCHEDULE 6.C3
Issued: June 15, 1977

Effective: August 1, 1977

ACCOUNTING FOR OPERATING CAPACITY

For the purpose of accounting under this AGREEMENT, the Operating
Capacity Obligation of each Party Hereto shall be an amount of
synchronized capacity equal to:

(1) During a peak period, its estimated peak load for that period,
adjusted for its share of estimated load diversity ap;lied
in the determination of the estimated peak load for THE
INTERCONNECTICN, plus its share of the Spinning Reserve Re-
quirement allocated in accordance with Schedule 6.02.

(2) During all other hours, its actual load plus its share of
the Spinning Reserve Requirement allocated in accordance
with Schedule 6.02.

The time and duration of the peak periods each day shall be specified
by the Office of THE INTERCONNECTION.

Load diversity on THE INTERCONNECTION, for the purpose of this schedule,
shall be the remainder obtained by subtracting the estiuated peak load
of THE INTERCONNECTION for any period from the sum of the estimated
individual System peak loads of the Parties Hereto for such period.
The'preoprtional share of the estimaed load diversity on THE INTER-
CONNECTION in any peak period allocated to each Party Hereto shall

be determined by the same ratio as in Schedule 6.02(d).

A Party Hereto whose synchronized capacity during a peak period is

wore or less than its obligation as determined under (a) shall be
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SCHEDULE 6.03

considered to have an excess or deficiency, respectively, by the
amount of such difference.
Each Party Hereto that has a deficieucy of synchronized capacity shall
deternine its replacement value as the avoided cost to operate available
equipnent in amount equal to its deficiency. In the event that the
capacity of available equiprent of a Party Hereto is less than its
deficiency, it shall use as the replacement value for such difference
the weighted average cost per kilowatt, increased by 20%, of the high-
est cost capacity operated on THE INTERCONNECTION by Parties Hereto,
equal in amount of capacity to the total synchronized capacity deficien-
cies of all Parties Hereto for which equipment is not available to
determine replacement values.
Each Party Hereto that eupplies excess synchronized capacitv by operat-
ing cquipment for THF INTERCONNECTION which is excess to its own re-
quirements shall determine its cost to operate such equipment and shall
charge such cost in the Operating Capacity Account. In the eveat the
total capacity of such equipment exceeds the sum of the deficiencies
of the Parties Hereto, the costs for the highest cost equipment in
amount of capacity equivalent to such sum shall be charged in the
Operating Capacity Account and the costs for the remaining equipment
shall be charged in the Energy Account.
gach Party Herete that supplies excess synchronized capacity by operat-
ing equipment for THE INTERCONNECTIION but uses any part of such equip-
ment to meet its own requirements (incidental excess) shall charge for
such excess in the Operuating Capacity Account either at zero cost or in
a manner specified by the OPURATING COMMITTEE. In the event the total

of the deficiencies of the Parties lHercto is greater than the total
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amount of capacity operated for THE INTERCONNECTION by Parties Hereto
having excesses for which costs are charged in the Operating Capacity
Account, the difference shall be allocated equally to the extent
possible to the Parties Hereto having incidentzl excesses except that
the amount allocated to any Party Hereto shall not exceed the amount
of its incidental excess.

(g) The daily savings accruing to the Parties Hereto for the supply and
receipt of operating capacity during peak periods shall be computed as
the difference between (1) the total costs charged in the Operating
Capacity Account for all peak periods of a day of Parties Hereto
having excesses and (2) the total replacement values for all peak
periods of a day of the Parties Hereto having deficiencies. One-half
of the daily savings shall be allocated to those Parties Hereto supply
operating capacity in proportica to the amount of capacity so supplied,
and the other half shall be allocated to those Parties Hereto receiving
operating capacity in proportion to the total replacement values of
each such Party liereto.

(h) Each Party Hereto that has a deficiency in operating capacity during
peak periods shall be debited in the Operating Capacity Account its
total replacement value for all peak periods of the day less its allo-
cated share of the daily savings. Each Party Hereto that supplies
operating capacity during peak periods shall be credited in the
‘Opcrating Capacity Accoun’ for its total cost for all peak periods of
the day plus its allocated share of the daily savings.

(i) All debits and credits arising from a deficiency in the Operating
Capacity Obligation of any Party Hereto in hours other than during

peak periods shall be entered in the Energy Account, ]548 '91
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SCHEDULE 6.04
Issued: June 15, 1977

Effective: August 1, 1977

ACCOUNTING FOR INTERCHANCE OF
OPERATING CAPACITY WITH OTHERS

Accounting among the Parties Hereto for the interchange of operating
capacity between THE INTERCONNECT1{ and others not party to the
AGREEMENT shall be made in accordance with this schedule.
When ecconomy operating capacity is received by THE INTERCONNECTION
from others, the amount and value of avoided operation of each Party
Hereto each day shall be determined by the Office of THE INTERCONNECTION
based on unit operating costs provided by the Parties Hereto. Each
Party licreto who avoided operating its generating equipment shall be
debited an amount halfway between its value of avoided operation and
the biiling auount paid by THE INTERCONNECTION to others for an
equivalent amount of operating capacity received, but in no eveat
shall such debit cxceed its value. The amount of operating capacity
from others received by each Party Hereto shall be considered as
synchronized capacity for purposes of accounting under Schedule 6.03.
When Lmergency, Supplemental or Short Terwm operating capacity, as
defined in agreements between the Parties Hereto and others, 1is
received without energy by THE INTERCONNECTION from others during peak
periods of a day, it shall be allocated ecach peak period by the Office
;f THE INTERCONUECTION among the Parties Hereto in proportion to their
deficiencies, as determined in Schedule 6.03(c), for which they cannot
ACCEPTED BY FPC

EFFECTIVE
SEPTEMBER 1, 1977
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provide replacement values on their own equipment. The corresponding
value of such operating capacity to each Party Hereto shall be deter-
mined by the Office of THE INTERCONNECTION as the average cost of the
operating capacity supplied by others, increased by 20%. Each Party
Hereto who received an allocated share shall be debited an «nount
halfvay between its assigned value and its allocated share of the
total tilling amount paid by THE INTERCONMECTION for the operating
capacity received. The amount of operating capacity from others
allocated to cach Party Hereto shall be considered as synchronized
capacity for purposes of accounting under Schedule 6.03.

When Emergency, Supplemental or Short Term operating capacity is
veceived with energy by THE INTERCONNECTION from others during peak
periods of a day, and when Emergency, Supplemental or Short Term
operating capacity is received by THE INTERCONNECTION from others in
hours other than during peak periods, the operating capacity costs
charged by others will be included in the allocation and accounting
for Emergency, Supplementai or Short Term energy under Scheudle
7.03(d).

When operating capacity is supplied without emergy by THE INTER-
CORNECTION to others during peak periods of a day, on equipment
specifically operated by THE INTERCONNECTION for such supply, the
cost of supply in each peak period shall be determinmed by the Office
of THE INTERCONNECTION based on unit operating costs provided by the
Parties Hereto. Each Party Hereto whose generating equipment was
operated for such supply shall be credited an awount halfway between

its cost and the billing amount paid by others to THE INTERCONNECTION
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SCHEDULE 6.04

for the operating capacity supplied from its equipment, but in no
event shall such credit be less thai its cost,.
When operating capacity is supplied without energy by THE INTER-
CONNECTION to others during peak periods of a day from excess
synchronized capacity operating for THE INTERCONNECTION, the cost of
supply in each peak period shall be determined by the Office of THE
INTERCONNECTION based on unit coperating costs provided by the FParties
Hereto. Each Party Hereto shall be credited a share of the billing
awount paid by others for the operating capacity supplied in propor=
tion to its share of the Spinning Reserve Requirement determined in
accordance with Schedule 6.02(d).
¥hen Emergency, Supplemenctal or Short Term operating capacity is
supplicd with energy by THE INTERCONNECTION to others during peak
periods of a day, and when Emergency, Supplemental or Short Term
operating capacity is supplied by THE INTERCONNECTION to others in
hours other than during peak periods, the cost of gencration increased
by each Party Hereto as determined under Schedule 7.03(e) shall
include the operating capacity costs and all debits and credits shall
be entered in the Energy Accouni.
The difference between the sum of the amounts debited or credited to
the Parties llereto under (b), (¢) and (e) and the amounts paid to or
received from others by THE INTERCONNECTION shall be allocated as a
credit to all Partics Hereto as follows:

(1) One-third in proportion to the System Capacity of each party

Hereto at the time of the transaction,
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(2) Two-thirds in proportion to the transmission investment of
each Party Hereto cffectiva for the then current revision
of Schedule 5.03,

(i) When the interchange of operating capacity with others during a peak
period is such that all or part of the economy operating capacity re-
ceived by THE INTERCONNECTION is equal in amount to all or part of the
economy operating capacity supplied by THE INTERCONNECTION (or similarly
for Emergency operating capacity), the differcnce between the billing
amounts paid and received by THE INTERCONNECTION for that equal amount
of operating capacity shall be determined and each Party Hereto shall

be credited for a share of such difference allocated as provided ia (h).
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SCHEDULE 7.0l
Issued: June 15, 1977

Effective: Aupust 1, 1977

ACCOUNTING FOR INTERCHANGCE OF ENERCY

Each Party Hereto shall inform the Office of THE INTERCONNECTICN of the

net amount and cost of energy supplied by it to THE INTERCONNECTION or

the net amount and replacement value of energy received by it from THE

INTERCONNECTION for each hour of the day.

The Office of THE INTERCONNECTION shall determine the net amount and

cost of energy supplied by THE INTERCONNEC1TON to others not party to

this AGREEMENT and the net amount and replacement value of energy re-
ceived by THE INTERCONNECTION from others for each hour of the day.

The total amounts of energy supplied in (a) and (b) in each hour shall

be checked against and reconciled with the total amounts of energy re-

ceived in (a) and (b) in that hour.

The accounting among the Parties Hereto for energy supplied by THE INTER-

CONNECTION to others not party to this AGREEMENT and for energy received

by THE INTERCONNLCTION from others shall be determined by the Cffice of

THE INTERCONNECIION in accordance with Schedule 7.03. |

The accounting for energy interchange among the Parties Hereto, after

adjustment by the Office of THE INTERCONNECTION for interchange with

others in accordance with Schedule 7.03, shall be determined by the

Office of THE INTERCONNECTION for each hour as follows:

(1) Each Party licreto receiving energy from THE INTERCONNECTION shall
be debited for energy received at a rate per kilowatthour half-
way between its replacement value per kilowatt and the weighted

ACCEPTED BY FPC

EFFECTIVE
SEPTEMBER 1, 1977
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SCHEDULE 7.01
average cost per kilowatthour of all Parties Hereto supplying
energy to THE INTERCONNECTION during that hour.
Each Party Hereto supplying energy to THE INTERCONNEGTION shall be
credited for energy supplicd at a rate per kilowatthour hal fway
between its cost per kilowatthour and the weighted average re-
placement value per kilowatthour of all Parties Hereto receiving
energy from THE INTERCONNECTICON during that hour.
When a Party Hereto operates or would have operated boiler capacity
and/or machine capacity solely for economical energy generation,
the cost or replacement value of such operating capacity shall be
considered as a part of the total cost or replacement value of its
energy interchanged dqfing that hour.
When a Party Hercto receives energy from THE INTERCONNECTION to
supply pumping energy for its pumped storage hydro capacity, it
ehall use as the replacement value of such energy, the weighed
average cost per kilowatthour, increased by 20%, of the highest
co;t block of energy generated on THE INTERCONNECTION in the sauwe
h. r, equal in amount to the total pumping emergy received from
THE IRTERCOLNECTION by all Parties Heveto in that hour.
When a Parly Hereto receives energy from THE INTERCONKECTION for
which it has no replacement value, it shall use as the replacement
value of such energy the weighed average cost per kilewatthour,
increased by 20%, of the next highest cost block, below the block
determined in (4), of energy generated on THE INTERCONNECTION in
the same hour equal in anount to the total energy of all Parties

Hereto for which there is no replacement value.
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Isesued: June 15, 1977
Effective: August 1, 1977

ACCOUNTING FOR CONVENTIONAL HYDRO ENERGY

(a) Any Party Hereto whose System includes hydro capacity shall have the
right to determine whether or not such capacity is to be operated for
THE INTERCONNECTION.

(b) Each Party Hereto whose hydro capacity is operated for THE INTERCONNECTION
shall determine each hour the difference between the hydro kilowatthours
actually generated and the hydro kilowatthours needed for most economical
use on its own load curve. The net saving in operating cost of such
Party Hereto by operation of its hydro capacity on the load curve of
THE INTERCONNECTION shall be allocated 50% to such Party Hereto and
the other 50% among the other Parties Hereto in proportion to their
respective shares as determined in accordance with Schedule 6.02(d).

The method of determining such net savings shall be prescribed from
time-to-time by the OPERATING COMM '’ EE.

(¢) Each Party Hereto whose hydro capacity is operated as a synchroncus
condenser for spinning reserve by the Office of THE INTERCONNECTION
and {s excess to the Party Hereto in meeting its operating capacity
obligation, shall be credited at a rate determined from time-to-time
by the OPERATING COMMITTEE. The cost of condenser operation on THE
INTERCONNECTION ghall Se allocated as a debit to all Parties Hereto
in proportion to their respective shares as determined in accordance

with Schedule 6.02(d). 1548 198
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SCHEDULE 7.03 t
C} : REVISION NO. 1

T TO THE PJM AGREEMENT
(Supersedes Initial Schedule Issued June 15, 1977)
Issued: December 12, 1977
Effective; January 1, 1978

ACCOUNTING FOR INTERCHANGE OF ENERCY WITH OTHERS

(a) Accounting among the Part’<s Hereto for the interchange of scheduled and
‘
inadvertent energy between THE INTERCONNECTION and others not party *o
the AGREEMENT shall be made in accordance with this schedule,

SCHEDULED INTERCHANGE

(b) Except as provided in (c), (d), and (e), when scheduled energy is received
by THE INTERCONNECTION from others, the amount and velue of avoided gen=ration
of each Party Hereto shall be determined each hour by the Office of THE

(E{? INTERCONNECTION based on Lhe ascending order of unit operating costs
provided by the Parties Hereto. Each Party Hereto whose generation was
avoided shall be debited for the amount of such avoided generation at a
rate per kilowatthour halfway between its value of avoided generation per
kilowatthour and the average billing rate paid by THE INTERCONNECTION for
the energy scheduled to be received during that hogr, but in no event shall
such debit excced its velue. The information provided under Schedule 7.01(a)
by each Party Hereto whose gencration was avoided shall be adjusted by the
anount and value of its avoided geacration, to reflect the receipt of such
energy from others.

(¢) Prior to the pumping cycle in the operation of pumped storage hydro plants
of the Parties Hereto, the Office of THE INTERCONNECTION shall determine for

(ij cach plant a pumping cutoff rate defined as the generation rate per kilowatt-
hour on THE INTERCONNECTION at which pumping shall be reduced or discontinued

because energy generated above that rate for pumping would provide uncconomical
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(d)

(e)
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energy during the generating cycle. During any hour in which economy
encrgy is received by THE INTERCONNECTION from others and the amount of
cdﬁray utilized by the Parties Hercto for pumping exceeds the amount that
could have been generated on THE INT RCONNECTION at or below the pumping
cutoff rate, such amount of excess shall be considered avoided generation
valued at the pumping cutoff rate in determining the value of avoided
generation in (b).

When scheduled energy is received by.THE INTERCONNECTION from others,

any part of which is Emergency, Supplemental or Short Tera energy, as
defined in agreements between the Parties Hereto and others, the amount

of such part shall be allocated each hour by the Office of THE INTER-
CONNECTION amcng the Parties Hereto in proportion to their respective
energy receipts as reported under Schedule 7.01(a) for which they cannot
provide replacement values (including pumpins energy receipts, if any).
The correspending value of such energy to each Party Hereto shall be
determined by the Office of THE INTERCONNECTION as the average cost to
generate such energy by others, increased by 20%. Each Party liereto who
received an allocated share of such energy shall be debited for the amount
of its share at a rate per kilowatthour halfway between its assigned value
per kilowatthour and the average billing rate paid by THE INTERCONNECTION
for Emergency, Supplemental or Short Term energy received during that hour.
The information provided under Schedule 7.01(a) by ecach Party Hereto who
recg¢ived a share of such energy shall be adjusted by the amount allocated
to each, to reflect the receipt of such energy from others,

When scheduled energy is received by THE INTERCONNECTION from others, any
part of which is Conservation Energy, as defined in agreements between the
Parties Hereto and others, the amount of such part shall be allocated each
hour by the Office of THE INTERCONNECTION among the Parties Hercto in the
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. (1) To those Parties Hereto whose generation was curtailed and

who report energy receipts under Schedule 7.01(a) in pro-

portion to their respective amounts of curtailed generatjon

but not in excess of thelr energy receipts, and

(2) Any remaining amount after step (1) to all Parties Hereto who

report cnergy receipts under Schedule 7.01(a) in proportion to

such receipts after ndjustéent for the allocation in step (1).
The corresponding value of such energy to each Party Hereto shall be deter-
mined by the Office of THE INTERCONNECTION as the average cost to supply
such energy by others, increased by 20%. Each Party Hereto who received
an allocated share of such energy shall be debited for the amount of its
share at a rate per kilowatthour halfway between its assigned value per
kilowatthour and the average billing rate paid by THE INTERCONNECTION for
Cénservation Energy received during that hour, The information provided
under Schedule 7.01(a) by each Party Hereto who received a share of such
energy shall be adjusted by the amount allocated to each, to reflect the
receipt of such energy from others. Each Party Hereto who received a share
of such energy shall be debited or credited, as the case may be, for its
share of any supplemental bill from others to adju;t for the suppliers' out-
of -pocket cost of replacement fuel, as provided for in the agreements with
others, in proportion to its allocation of Conservation Energy.
Hhe; scheduled energy is supplied by THE INTERCONRECTION to others, the
amount and cost of generation increased by each Party Hereto to supply the
energy shall be determined each hour by the Office of THE INTERCONNECTION
based on unit operating costs provided by the Parties Hereto. When such

scheduled energy is Emergency, Conservation, Supplemental or Short Term

1548 20!



Page 4 of 6

the cost of generation increased by each Party Hereto shall include the
opﬁyating capacity costs. Each Party Hereto whose gencration was
increased shall be credited for the energy supplied at a rate per kilo=
watthour halfway between its cost per kilowatthour and the average billing
rate paid by others to THE INTERCONNECTION for the scheduled energy supplied
during that hour, but in no event shall such credit by less than its cost.
The information provided under Schedule 7.01(a) by each Party Hereto who
supplied energy to others shall be gzjusted by the amount and cost of the
enzrgy supplied, to reflect the delivery of such energy to others. Whenever
THE INTERCONMECTION renders a supplemental bill to others for the supply of
Conservation Energy, as provided for in agreements with others, each Party
Hereto with billing adjustments shall be debited or credited, as the case
may be, its respective amounts of such supplemental bill,
The difference between the sum of the amounts debited or credited to the
Parties Hercto under (b), (d), (e), and (f) and the amounts paid to or
received from others by THE INTERCONNECTION shall be allocated as a credit
to all Parties Hereto as follows:

(1) One-third in proportion to the System Capacity of each

Party Hereto at the time of the transaction.
(2) Two-thirds in proportion to the transmisélon investment of
each Party Hereto effective for the then current revision of

Schedule 5,03,

When the scheduled interchange with others in an hour is such that all or

part of the energy received by THE INTERCONNECTION is equal in amount

to all or part of the energy supplied by THE INTERCONNECTION, the difference
between the billing Qmounts paid and received by THE INTERCONNECTION for the
equal amount of energy shall be determined and each Party Hereto shall be

credited for a share of such difference allocated as provided in (g).
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INADVERTENT INTERCHANGE

Page 5 of 6

(i) Inadvertent interchange shall be determined by the Office of THE

(3

INTERCONNECTION as the net difference cach hour between the metered

and the scheduled interchange with others.

Inadvertent interchange shuall be accounted for each hour by the Office

of THE INTERCONNECTION as follows:
(1) When the metered interchange
‘
interchange, the inadvertent

accounted for at the average

of all generation avoided or

excecds the scheduled
interchange shall be
rate per kilowatthour

supplied by the Parties

Hereto, depending on the direction of inadvertent

flow.

(2) when the scheduled interchange exceeds the metered

interchange, the inadvertent

interchange shall be

$ accounted for at the average billing rate paid to

or received from others, depending on the direction

of inadvertent flow.

(3) When the metcred interchange

is opposite in direcction

to the scheduled interchange, the inadvertent inter-

change shall be accounted for in two parts:

(A) The energy actually

recieved or supplied

shall be accounted for at the averagze

rate per kilowatthour of all generation

avoided or suppliecd by the Parties Hereto,

depending on the direction of inadvertent

1548 203
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(B) The balance of the i{nadvertent interchange
- shall be accounted for at the billing rate
paid to or received from others, depending
on the direction of inadvertent flow.
(k) Each Party Hereto shall be debited or credited, as appropriate, for

its share of the cost or value of inadvertent interchange determined

in (j) and allocated as provideg in (g).
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SCHEDULE 8.0l

Issued: June 15, 1977

Effective: August 1, 1977

COMPORENTS OF COST OR REPLACEMENT VALUE

Each Party Hereto shall include the following components or their
equivalent in the determination of costs or replacement values for

operating capacity supplied or rececived from THE INTELRCONNECTION:

(1) Boilers

Firing-up cost;

No~load cost during period of operation;
Peak-prepared=-for maintenance cost;

Incremental labor cost;

Other incremental costs.

Starting cost from cold to synchronized operation;
Ro-load cost during period of operation;
Incremental labor cost;

_Other incremental operating costs.

(b) Each Party Hereto shall include the following components or their
equivalent in the determination of costs or replacement values for
energy supplied o1 received from THL INTERCONNECTION:

Incremental fuel cost;
Incremental maintenance cost;

Incremental labor cost; 1548 205

Other invremental operating costs.

ACCEPTED BY FPC
EFFECTIVE
SEPTEMBER 1, 1977
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v SCHEDULE 8.01

(c) Replacement values shall be quoted only for capacity available for
operation, as determined from time=to-time by the OPERATING COMMITTEE.

(d) All fuel cost or replacement value components shall employ the marginal
fuel price experienced by the Party Hereto.

(e) The OPERATING COMMITTEE shall from time~to-time define in detail the
method of determining the costs entering into the said components, and
the Parties Hereto shall adhere to such definitions in the preparation

of incremental costs used on THE INTERCONNECTION.
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Pennsylvania=New Jersey-Maryland
Interconnection (PJM) Aprecment ; Page 1 of 1

- ~
p SCUEDULE 9,01

REVISION NO, 1

-~
Qﬁ? (Superscdes Initial Schedule Issued June 15, 1977)
Issued: March 15, 1979
Effective: June 1, 1979
ALLOCATION OF THE COST AND EXPENSES
OF 'THE OFFJCE OF THE INTERCONNECTION
(a) The cost of the Office of THE INTERCOMILCTION and the expenses associated
thercwith as provided in Sections 3.3 and 3.7(iv) of this AGREIMENT shall be
allocated to the Parties Hereto in accordance with this schedule.
(b) The respective share for cach Party Hereto applicable to monthly bills
issued by PE in accordance with Section 11,2 for expenses incurred during
a Planning Period shall be thke sum of the following:
(1) Ong-third of the total cost and expenses divided equally among the
o= Partics Hercto;

é;i ) (2) One-third of the total cost and expenses multiplied by the ratio
of the actual diversified peak load for each Party Herecto to the
sum of the actual diversified peak loads for all Parties llereto as
determined for the preceding Planning Period in accordance with
the procedure used for the determmination of Forecast Diversified
Planning Period Pecaks and described in Schedule 2.211; and

(3) Onz-third of the total cost and expenses multiplied by the ratio
of the Accounted-For Interchange of each Party Hereto to the sum of
the Accountcd-For Interchange for all Parties lHereto as determined
for the preceding Planning Period.
(c) The Accounted-For Interchange of ecach Party Hercto for a Planning Period shall
be the absolute sum of its Accounted-For Energy Interchange with other Parties
’];%; Hereto as determined under Schedule 7.01(e) and its Accounted-For Encrgy

Interchange with others as detemined under Schedule 7.03 for cach hour of the

said Planning Period. 1 548 207
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Met-Ed/Penelec Exhibit No G-3
Witness: E. Newton Jr.
Page 1 of 2

METROPOLITAN EDISON COMPANY
Forecast Short Term Purchases from Other Utilities

Year 1980
Amount Total Cost Rate
CWH ($000) $ /MWH
Total Short Term Purchases 1,577 44,639 28.3
Estimated Savings(l) from Short Termm Purchases - 33,031 20.9
Estimated Alternative Cost - 77,670 49.2

(i) Savings based on alternative purchases from PJM at cost plus split savings.
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COMPANY

Ontario
Jame stown
APS
AP

Total

Ontario
Jame stown
APS

Total

Ontario
Jame stown
APS

Total

Ontario
Janestown
APS

Total

Ontario
Jame stown
APS

Total

Ontario
Janestoun
APS

Total

60¢ 86|

_Energy & 0.C. Demand Total

Anicunt Cost Cost Cost

_GHW (5000) ($000) ($000)

O November, 1979

45.8 1,324.7 249.0 1,573.7
12.6 286.0 0 286.0
61.5 1,028.4 300.0 1,328.4
_190.2  4,257.7 1,125.0 _5,382.7
34,1 6 £96.8 T1,674.0 8,570.8
- Janvary, 1986 ER
56.5 1,685.1 257.5 1,943.6
12.4 307.5 0 307.5
. 562.5 1,158.8 310.0  _1,468.8

131.4 3 152.4 567.5 3,719,
April, 1980 L5l oy
56.5 1,69.6 249.0 1,943.6
12.4 307.5 0 307.5
__62.5  _1,168.8 300.0  _1,468.8
131.4 3,170.9 549.0 3,719.9
o July, 1980 L.
56.5 1,686.1 257.5 1.943.6
12.4 307.5 0 307.5
62.5  1,158.6  _ 310.0 _1,468.8
131.4 3,152.4 567. 3,719.9
n October, 1980 s
56.5  1,686.1 257.5 1,943.6
12.4 307.5 0 307.5
. $2.5 _1,156.8 __ 310.0 _1,468.8
131.4 3 152.4 567.5 3,719.9
—__Total Year, 1980 o W
678,0 20,284.2 3,039.0 23,323.2
148.8 3,690.0 0 3,690.0
_150.0  13,965.6  3,660.0  17,625.6
1,576.8 37,933.8 76,699.0 44,638 .8

METROPOLITAN EDISON COMPANY
FORECAST SHORT TERM PURCHASES FROM OTHER UTILITIES
PERIOD: November, 1979 thru December, 1980

_Energy & 0.C. Demand Total
Amount Cost Cost Cost
_GWH (5000) ($000) ($000)
1. _ December, 1979 =~
49.8 1,316.2 2515 1,573.7
12.6 /86.0 0 286.0
61.5 1,018.4 jle.o 1,328.4
196.2 4,220.2 162 5 5,382.7
14.1 6,540.8 730 0 8.;70.0
o .. February,K 1960 ==
56.5 1,703.1 240.5 1,943.6
12.4 307.5 0 307.5
_62.5 1,178.8 __290.0 1,468.8
131.4 3 189.4 530.5 3,719.9
____May, 1980 .
56.5 1,686.1 257.5 1,943.6
12.4 307.5 0 307.5
_62.5 1,158.8 310.0 1,468.8
3l. 3,152.4 567.5 3,719.9
_ August, 1980
56.5 1,686.1 257.5 1,943.6
12.4 307.5 0 307.5
62.5  1.158.8  _ 310.0  1,468.8
131.4 3.152.4 567.5 3,719.9
3= November, 1980
56.5 1,694.6 249.0 1,943.6
12.4 307.5 0 307.5
62.5 lLlQQ:Q __300.0 1,468.8
131.4 3,170.9 549.0 3,719.9

_Energy 6§ 0 C Demand Total
Amount t Cost Cost
_CwH (5000) ($000) ($000)
__March, 1980
56.5 1,686.1 257.5 1,943.6
12.4 307.5 0 307.5
62.5 1,158.8 310.0 1,468.8
131.4 3,152.4 567.5 3,719.9
L ____June, 1980 R
56.5 1,694.6 249.0 1,943.6
12.4 307 5 0 307 5
62.5  1,168.8  _ 300.0  1,468.8
131.4 3,170.9 549.0 3,719.9
= September, 1980 b
56.5 1,694.6 249.0 1,943.6
12.4 307.5 C 307.5
62.5  1,168.8  300.0 ) 468.8
131.4 3,170.9 549.0 3,719.9
- December, 1980 Pt b
56.5 1,686.1 257.5 1,943.6
12.4 307.5 0 3075
_62.5  1,158.8 310.0  1,468.8
il.é 3,152.4 567.5 3,719.9
e
-
"
"
~
o
-~
~
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Met-Ed/Penelec Exhibit No G-4
Witness: E. Newton Jr.

METROPOLITAN EDISON COMPANY
Estimate of Savings Resulting From Short Termm Power Purchases
April-October, 1979
($ millions)

Estimated TMI Estimated TMI

Replacement Cost Replacement Cost Estimated Savings

Before Short Temm After Short Term from Short Term
Month Purchase Offset Purchase Offset Power Purchases
April 10.7 10.7 0
May 10.4 9.8 (0.6)
June 10.5 9.9 (0.6)
July 14.4 11.3 (3.1)
Augusi 15.7 11.2 (4.5)
September 16.1 12.4 (3.7)
October 19.6 15.9 (3.7) (p)

Average Amount

Contemplated By 10.0 7.5 (2.5)
Commission's

June 19, 1979 Order

(P) Preliminary - presumed the same as September. ’ 548 2 10



Met-Ed/Penelec Exhibit No G-5
Witness: E. Newton Jr.

METROPOLITAN EDISON COMPANY
Estimate of Savings from PJM Special Purchase
Year 1980

Estimated Unit Savings from PJM Special Purchase:

$32,000,000 estimated GPU total savings _ $4 .6/mwh

7,000,000 mwh GPU purchase

Met-Ed Estimated 1980 savings from PJM Special Purchase:

1,200,000 mwh PJM purchase x $4.6/mwh = $5.5 million
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Met-Ed/Penelec Statement H

Met-Ed Witness: E. W. Schleicher

Please state your name and address.

My name and address are E. W. Schleicher, 2800 Pottsville
Pike, Reading, Pa.

By whom are you employed and in what capacity?

I am employed by Metropolitan Edison Company (to which I
shall from time to time refer to as "Met-Ed" or the
"Company") in the capacity of Vice President-Consumer
ffairs.

Describe briefly the nature and scope of your responsi-
bilities in that position.

As Vice President of Consumer Affairs, I have responsi-
bility for most of the Company's customer-related
activities, including billing and collection, coordinating
applications for service and requests for information,
development and implementation of load management programs,
public and employee communications, rate administration and
load and sales forecasts.

Please state your educational background and experience.

I have set them forth in the attached Appendix A.

Have you previously presented testimony before this
Commission?

Yes, I have. I testified in Met-Ed's Pennsylvania retail
rate cases docketed at RID 64, RID 170 and 171, RID 434
and RID 626.

What is the purpose of your testimony in this proceeding?
The initial purpose of my testimony is to support the
basis for the 1980 sales forecast as it appears in

Columns 2 and 4 on Table 3 of Appendix B to the petition

Met-Ed filed seeking a modification of the provision of
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the Commiesion Order entered June 19, 1979 with respect
to the Company's net energy clause.

Would you briefly describe how you determined the 1980
sales forecast?

The starting point was to analyze historical annual kWh
sales within each rate group. These sales were adjusted
for weather conditions to provide a normalized base

from which abnormalities due to temperature variations
had been removed. Sales resulting from factors such

as increased number of customers and major expansions
planned by large industrial customers were added to the
base. Data on these factors was obtained via surveys

of major commerical and industrial customers, and from
area contractors and developers. Industrial sales were
adjusted to reflect an expected mild recession beginﬁing
in latter 1979 and continuing into 1980.

Would you please identify what is represented by Met-Ed
Exhibit H-1 which is attached to your direct testimony.
Yes. This exhibit, which was prepared under my direct
supervision, provides a breakdown of our present forecast
of sales by customer class by month for 1980.

Explain the distinction in the development of total sales
and retail sales as shown in Table 3.

After retail sales were determined by the method just
described, a sales forecast for the seven resale customers
we serve was prepared. Each municipality or company is
projected individually, based on personal contacts with

the customers. These non-jurisdictional sales as forecast for
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1980 will show a marked decline because Hershey Electric,
our largest resale customer, has been acquired by Pennsyl-
vania Power and Light Company and will stop receiving
service from Met-Ed in March of 1980.

What is the forecasted percentage increase in total sales
for 1980 over 1979?

1 per cent.

What has been your historical growth rate for the past
few years?

About 6 per cent.

Does this complete your testimony at this time?

Yes. In the event that testimony will be required with
respect to business office and consumer service expenses
in a base rate test year period, I will furnish such

testimony.
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Appendix A to Met-Ed/Penelec Statement H
Fducational Background and Experience

of
E. W. Schleicher

Graduated from Penn State University in 1949 with BSEE. GCraduate of
Uaiversity of Michigan Public Utility Executive Program in 1956, and EEI

Graduate Management Course in 1976.

Career with Met-Ed began in the summers of 1947 and 1948 as a trainee

in the Transmission Engineering Department. 1In 1949, became a permanent
employee as a Cadet Engineer in the Substation Department in Reading,
Pennsylvania, In 1950, was transferred to York as Industrial Engincer,

In 1954, returned to keading as Supervisor of Residential Sales. 1In 199,
was appointed District Sales Manager in Lebanon, 1In 1956, returned to York
as Director-Commercial and Residential Sales., 1In 1963, becume Division !
Sales Manager, 1In 1968, returned to Reading as Corporate Sales Manager.
Elected Vice President-Marketing in 1970. Was assigned responsibility for
Consumer Services, Communication Services, Rate Administration and Govern-
mental Affairs, and in 1971 was elected to the Board of Directors and the
Executive Committee. In November 197h, became Vice President-Consumer

Affairs and was additionally assigned the resgponsibility for Business Office

Operations.

Utility industry experience includes participation as a member of Edison
Fleetric Institute (EET) and Pennsylvania Electric Association (PHA) committees.

Pregsently serving as vice chairman of the PEA Executive Committee,
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A.

Met-Ed/Penelec Statement I
Witness: R. H., Sims

Would you please state your name and address?

Robert H. Sims, my business address is 100 Interpace Parkway, Parsippany,

New Jersey.

By whom are you employed and in what capacity?

I an employed by CPU Service Corporation as Vice President - Power Supply.

What is your educational and professional background?

1 was graduated from Ohio State University with the degree of Bachelor

of Industrial Engineering in 1942 and am a registered professional engi-
neer. After service in the United States Army, during which I attained
the rank of Captain, I worked for several years with the American
Telephone and Telegraph Company. I joined Jersey Central Power & Light
Company (JCP&L) in 1948 as an enginecr at its Allenhurst Engireering
Headquarters. 1 later became Operating Superintendent and then Division
Manager for JCP&L's Coast Division with headquarters in Asbury Park. In
1959, 1 was promoted to Superintendent of Transmission and Meters for

both JCP&L and New Jersey Power & Light Company. In 1960, I became
Superintendent of Operations for both companies. 1In 1965, I was made Vice
President of both companies, and in 1970 a Director of both companies.
With formation of GPU Service Corporation in 1971, I was elected Vice
President - Operations in that Company, and in 1975 Vice President - Power

Supply, a2 position 1 presently hold.

What are your duties and responsibilities with GPU Service Corporation?
I an responsible for bulk power supply pooling agreements both between the
CPU Companies themselves and between ithe GPU system and external power

syctems, and for feasibility and coordinating supplies and negotiations
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with respect to, and utilization of, transmission systems, both internal
and external to the CPU system. 1 also serve as the GPU representative
on the Management Committee of the Pennsylvania New Jersey Maryland
Interconnection ("PJM"), the Executive Board of the Middle Atlantic Area
Council, Administrative Committees under various transmission agreements,
and as Chairman of the GPU Operating Committee which administers the GPU

power pooling agreements.

What is the purpose and subject area of your testimony?
To describe the efforts made during the period following the Three Mile
Island (TMI) accident to search for lower cost energy supplies for the GPU

System.

Why was the search for lower cost energy supplies necessary after the

TMI accident and not before?

Prior to the TMI accident the GPU System's Lase load energy requirements
were being met as economically as any system in the surrounding region,
with incidental purchases and sales from outside sources being conducted
under the existing PJM Agreement on a split savings basis. Any short term
power purchases would have resulted in increasing CPU's average erargy

cost,

As a result of the accident, GPU lost the use of two major low cost base
load energy sources (TMI 1 and 2) whose energy output was immediately
replaced by purchases under the existing PJM Agreement on a split savings
basis. Since within PJM almost all of this energy was supplied from other

" oil-fired steam generating units, and GPU's only

PJM member campanies
immediate alternative to such purchases was its even higher-cost oil-fired

combustion turbines, these two items (which determined the price of such
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purchases under the split savings formula) combined to drive CPU's total

energy costs up by very substantial amounts.

Will you please summarize the efforts that were made by you or those

under your supervision to search for alternative sources of power?

In response to such a question it is probably most convenient to break

the situation down into two segments, namely, that which took place within
PJM and that which took place external to PJM. As to within PJM, as
indicated earlier the added cost of energy from PJM after the TMI accident
arose for two reasons. First, the PJM energy being supplied to CPU came
from high-cost oil-fired units and second, the pricing of that energy on a
split savings basis escalated that already high cost by amounts approxi-
mating 30 to 50%. The large unanticipated sales by other PJM Companies to
GPU, at a price determined under split savings, resulted in substantial
revenues to them in excess of their cost. While GPU could not expect the
other PJM Corpanies to sell below their coet, it did immediately open
discussions with the other PJM Companies in an effort to reduce or eliminate
the unanticipated added revenues accruing to them because of split savings.
CPU's position in such negotiations was further reinforced by your Order

of June 15, 1979 which specifically stated in its findings that:

"Metropolitan Edison Company and Pennsylvania Electric Company
will incur higher purchase power costs while the selling com-

panies will generate unexpected revenues.

The Commission is of the opinion that the split savings pricing
of interchange sales during emergency conditions is not in the
public interest. We will direct Met-Ed and Penelec to petition

FERC and to negotiate with the other members of the PJM Power
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Pool to eliminate split savings during emergency conditions

and to price such power at cost."

Efforts within PJM first began to bear fruit when on June 7, 1979 your
Commission granted a Pennsylvania Power & Light Company (PP&L) petition
for a Declaratory Order permitting PP&L to sell 200 MW of output from

its Martins Creek oil-fired generating station to the GPU Companies at
cost. This agreement was immediately filed with the Federal Energy
Regulatory Commission ("FERC") on June 9, 1979. Supply commenced on June
11, 1979, although it was subsequently suspended on Jure 22, 1979 at
PP§L's request until formal FERC acceptance was received. FERC accepted
the filing on July 9, 1979 and energy has been supplied since that date.
In this connection, it might be noted that the PPSL agreement will

terminate when the proposed revision of the PJM agreement becomes effective.

In furtherance of additional relief from normal PJM split savings accounr-
ing, GPU continued negotiations with the other PJM member companies, which
efforts culminated in a petition for declaratory order to your Commission
dated October 10, 1979 requesting that a determination be made that a
proposed revision of the PJM agreement satisfied the intent of the above
quoted directive of your June 15, 1979 Order. The PJM proposal would
pemit GPU to purchase up to 1100 MWhr per hour and up to 7,000,000 MWhr
in 1980 at cost plus 10%, in lieu of purchase on a split savings basis.
Your Commission approved this petition on November 8, 1979. The PJM
proposal is now in process of being filed with the Maryland and District
of Columbia Commissions by certain of the PJM selling companies and after
their acceptance will be filed with FERC, after which benefits can

finally start accruing to the customers of the CPU companies.
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Mr. Sims, will you please now discuss your efforts in obtaining lower

cost power from outside PJM?

Our efforts to obtain lower cost energy from sources outside PJM have
obviously been directed to those areas where low cost energy might be
available, namely, areas having available coal, hydro or nuclear capacity.
Our survey determined that to the south of PJM in the Virginia Electric
and Power Company area, such capacity was short and no economic power
available. To the north and northeast of PJM in the New York Power Pool
and up into New England, some capacity was available but was oil-fired
and, therefore, uneconomical since transmission costs would also have to
be reflected as an additional expense. GPU was aware that some capacity
might be available in Canada from the Ontario Hydro Power Commission
("Ontario Hydro"), but there were some problems since GPU had no direct
transmission ties with Ontario Hydro. The remaining area was to the west
of PJM through the Allegheny Power System ("APS") to which GPU had direct
ties and as a member of PJM had stand-by interchange agreements. Therefore,
immediately after the accident, GPU directed its efforts to the west with
APS and to the north with Ontario Hydro and with the Niagara Mohawk Power
Corporation ("Niagara Mohawk") (with whom both Ontario Hydro and GPU had
transmission interconnection facilities). GPU's negotiations with APS
about possible energy purchases from it and our request that it survey
systems interconnecting with it and located in coal supplying areas to the
west of APS resulted in GPU's receiving energy starting May 7, 1979 on an
as available basis from companies such as the American Electric Power
System, Central Illinois Public Service, Columbus and Southern Ohio Power
Company, Illinois Power Company and Indianapolis Power and Light Company,
in addition to receiving energy directly from the APS Companies. These

purchases have been a major lower cost alternative te PJM's split savings

-5 -
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energy, have supplied amounts up to 1000 MWhr per hour and were the major
element in making the CPU System a nominal net seller of energy within PJM

during the months of July, August and September of 1979.

Our negotiations with Ontario Hydro determined that a reasonable amount
of coal-fired energy was available at a price beneficial to GPU's custo-
mers, but our discussions with Niagara Mohawk brought to li at the fact
that a transmission limitation existed and that therefore this Ontario
Hydro supply would have to be limited to 200 MW. To obtain, this supply,
GPU relied on an existing international agreement between Ontario Hydro
and Niagara Mohawk for power purchased from Ontario Hydro by Niagara
Mohawk. which in turn delivered the power to the GPU companies through a

vheeling agreement which Niagara Mohawk filed with FERC on July 9, 1979.

In our discussions with Niagara Mohawk, it offered energy to GPU from

its Oswego Station which, although oil-fired, burned high sulphur fuel and
was comp:titively priced. This agreement was never consummated because
shortly thereafter Niagara Mohawk's oil suppliers informed it of a supply

disruption and as a result that offer was withdrawn.

One small, but very attractive, short term capacity purchase from the
porth of PJM was an offer obtained from the Jamestown, New York Municipal
System for coal-fired energy from capacity they had in cold standby since
it received the major portion of its supply from the Power Authority of
the State of New York ("PASNY")., Since Jamestown was fed by PASNY through
the Niagara Mohawk system, a purchase and wheeling agreement similar to
the Ontario Hvdro agreement was developed and filed with the FERC on July

16, 1979. 1This offer of 40 MW of coal-fired energy located approximately
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Q.

A.

10 miles north of GPU's service area has been a firm and beneficial supply

to GPU's customers.

It should be noted in all of the power purchases from outside PJM each of
the major suppliers has required payment of a capacity charge. In addition,
all of the supplies from outside PJM have a transmission or wheeling

charge associated with the purchase. Even with the two aforementioned
charges which do not appear in a GPU purchase from within PJM, the total
cost of obtaining the energy delivered from all of the suppliers outside
PJM was lower than the cost of alternative PJM interchange energy available.
All attempts by GPU to purchase major amounts of energy lower in cost than
within PJM, from suppliers outside PJM, without any capacity or wheeling

charge were unacceptable to the suppliers.

Were there any possible sources of economic power which you did not
investigate and utilize since the accident at TMI?

On the basis of our exhaustive search, we conclude that there were no
sources of economic power which we did not investigate, and there were no
sources of power which were evaluated as being economic (as compared with
the cost of power purchased on a split savings basis from PJM) which we

did not utilize, when available, since the accident at TMI.

Are you prepared to quantify the results of the various power purchase
agreements you helped to negotiate?

No. The day to day operations under the various agreements are the
responsibility of the GPU System Operations Department under Mr. E.
Newton Jr., who will present testimony as to the benefits that have

accrued under these agreements.
3
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Met-Ed/Penelec Statement J
Witness: E. F. Carter

Would you please state your name and address?

My name is Eugene F. Carter and my business address is
P. 0. Box 1018, Reading, Pennsylvania.

By whom are you employed and what is your present position?
I am employed by the GPU Service Corporation ("Service

Corporation") as Assistant Vice President-Rates.

Please state your educational and professional qualifications.

A resume of my educationat and professional qualifications
is attached as Appendix A.

What is the purpose of your testimony in this proceeding?
The purpose of this testimony is to support the averments
in Paragraph 13 of the petition of Metropolitan Edison
Company ("Met-Ed") for modification of the Commission
order entered June 19, 1979 ("Petition") and Figure 6

and Tables 9 and 10 which are included in Appendix B
whicli was attached to the Petition.

What is your testimony with respect to Paragraph 13 of
the Petition?

I supplied the factual data which supports the averments
contained in Paragraph 13. Those averments (a) summarize
the overall impact that the proposed 6.9 mill increase

in the levelized energy clause charge will have upon

the overall charges to Met-Ed's retail customers and

upon the charges to its typical residential customer
using 500 kWh per month; and (b) indicate the additional
retail revenue that Met-Ed estimates will be realized

as a result of the requested increase. The detailed
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support for the percentage and overall revenue impact

of the proposed increase to the levelized energy
adjustment charge are contained on Table 10, Table 9,

and Figure 6 in Appendix B to the Petition.

Please explain the contents of Table 10.

Table 10 demonstrates the total charges to retail cus-
tomers after giving effect to the 6.9 mill proposed in-
crease in the level energy adjustment charge. The
reference point for Table 10 is RID 434, the proceeding
in which the current base rates of Met-Ed were established
by Commission Order adopted in May of 1978. To the
average base rate charge of 34.590 mills per kWh allowed
in that case, was added (a) a tax surcharge of 0.249 fi.e.,
. 0072 of the base charge) and (b) the presently effective
8.8 mill levelized energy cost adjustment charge to

show the currently effective average annual charge to
retail customers of 43.639 mills per kWh. The proposed
6.9 mill per kWh increase in the levelized energy cost
adjustment charge represents a 15.7% increase in the
total charges to retail customers. The total revenue
impact of the 6.9 mill increase in the levelized energy
cost adjustment is developed near the bottom of Table

10 where the projected increase is applied to 7,972 gWh
of sales (the projected retail sales for 12 months

ended December 31, 1980) to produce an overall revenue

increase of $54.6 million. Of that $54.6 million,
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$52.2 million is associated with the recovery of energy
costs and the additional $2.4 million is associated

with the recovery of gross receipts taxes.

Please explain the contents of Table 9 of Appendix B

of the Petition.

Table 9 demonstrates the dollar and percent impact on
the total charges for various monthly usage levels of

a residential (Rate RS) customer. For the typical
residential customer using 500 kWh per month, the
projected increase is $3.43 per month, or 12.5%.

Please explain the contents of Figure 6 of Appendix B

of the Petition.

Figure 6 has been excerpted from the review by Met-Ed/
Penelec before this Commission on September 21, 1979.
The chart was used to support one of the significant con-
clusions that "Currently and historically, Met-Ed and
Penelec rates compare favorably with other Pennsylvania
utilities". Figure 6 (as so excerpted from Page 7 of
the Met-Ed/Penelec review presentation) has been modified
to reflect the impact of the proposed 6.9 mill increase
on the total charges to a typical Met-Ed retail customer
and the relationship of the total charges (after such
increase) to the total charges of similar residential
customers of other Pennsylvania electric utilities (as
of September 1, 1979).

Do the results shown on Tables 10, 9 and Figure 6 also
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reflect today's conditions or have changes occurred
which would necessitate their update?

To reflect current conditions, each of the tables would
have to be modified. For example, effective for service
rendered on and after November 2, 1979, Met-Ed's tax
adjustment surcharge, Rider A, was increased from .72%
to 6.92% pursuant to the Commission's direction, as a
result of the passage of Act No. 1979-27. Tables 10

and 9 reflect the previous lower tax surcharge percentage.
Figure 6 likewise is out of date to the extent that all
computations were based on rates in effect on September
1, 1979: utilities other than Met-Ed have likewise
increased tax surcharge percentages in the interim; more-
over, changes have occurred in the energy adjustment
clause charges of various utilities; in addition, changes
have also occurred due to summer/winter differentials

in the base rates of the various utilities. Met-Ed/
Penelec Exhibit J-1 is an update of Figure 6 and shows
the comparative bills for a typical retail customer of
the various Pennsylvania electric utiltiies during
December of 1979. We propose to update these tables

and figures periodically in order to reflect currently
effective total charges.

Does that conclude your direct testimony at this time?

Yes.
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APPENDIX A
Eugene F. Carter

Resunme of Educational and Professional Qualificationms.

I was graduated from Pennsylvania State University with a degree of
Bachelor of Science in Electrical Engineering in 1958. I have completed
postgraduate extension courses in higher mathematics, computer programming and
applications and have attended various utility conferences and seminars
relative to my field of endeavor. I recently completed the PUEP Course at the

University of Michigan.

I am employed by the Service Corporation as Assistant Vice Presideat -
Rates, responsibtl!e for the development of rat.. aand rate structure recommenda=
tions for the General Public Utilities Corporation ("GPU") operating companies;
for coordinating the rate activities of all the GPU operating subsidiaries
with regard to rate administration and application; for coordinating the cost
study activity of the Service Corporation and evaluating the rate design
recoumendations being advanced by the rate departments of the operating
companies and outside consultants; for preparation, revision and direction of
sales revenue forecasts as related to the energy sales forecasts of the
operating companies; and for application and evaluaticn of load research data

acquired throughout the GPU operating companies.

I have been employed by the Service Corporation since its organiza-
tion on May 1, 1971, first as Assistant Minager - Rates, =ince April, 1973 as
Manager - Rotes and, since October 1977, as Assistant Vice Presideant - Rates.

Between February 1, 1971 and May 1, 1971, I fuactioned in the capacity of a
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Eugene F. Carter

Staff Engineer for the GPU Service Corp. Previously, I was employed by Pennsyl-
vania Electric Company ('"Penelec"), one of the three operating subsidiaries of
the GPU System, as System Engineer - Rate. From October 19, 1964 to 1971, my
main experience with Penelec was in the Rate and Property Valuations Department.
Prior to that, I was employed by the Cory Corporation in Richmond, Virginia,

in the capacity of Sales and Office Manager. From 1958 until my employment
with Cory, I worked for Sylvania Electric Products, Inc., at Brookville,

Pennsylvania, as a Product Engineer.

I have testified as a rate witness since 1969 in all Penelec retail
rate proceedings, since 1970 as a rate witness for all Metropolitan Edison
Company ("Met-Ed") retail rate proceedings and as a rate witness for Jersey
Central Power & Light including the former New Jersey Power & Light since
1970. I have also testified in rate matters in New York State. I have
submitted testimony in various FERC wholesale for resale rate cases relative
to rate design. Finally, I testified in the recent Pennsylvania Generic Rate
Structure Investigation Docket NO. 76~PRMD-7. The above companies are all

operating companies of the parent corporation, GPU.
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