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fEDEX
TESTIMCNY CF TEZODORE BARRY &
ASSOCIATES Direct Cross ReDr ReCr
Thomas E. Dewey, Jr, =eeccecces 3319 3321 wemw cow-
TEEODORE BARRY & ASSOCIATES
CXEIBITS and STATEMHENTS d.

Statement No, 1 == Prepared direct testimony

Exh. I-1 - One-page document entitled
"Theodore Barry & Associates, Manage-
ment and Cperations Audit, Overall
Study Schedule® =mecccccnccccccccccccn-

tatement No., 2 == Prepared diract testimony

MET-ED/PENELEC EXHIBITS

E=35 l3-page document entitled “"TMI-2: 2

Coal Burning Plant?® eccccccccrceccceas
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1 PROCEEDIEGES
|
2
3‘-, THE CEAIRMAN: I thiank we are ready to
42 proceed this morning., 1Is there any houselieeping
5l details anybody feels we need toc take up? i -
€ MR. S. RUSSELL: We have cne exhibit we

7 will distribute after the witnesses for the day have
o/l been on and off the stand.

9 THE CEAIRMAN: Okay. Thunk you, Mz,

10; Russell.

11 I think we have scheduled for this

12} morzing the Trial Staff presantation of witnesses,

13; Mr. Russell, I am sorry. %You don't

14‘ vant to present these witnesses, Mr. Joanson?

15: MR, JOENSON: Mo, Madam Chairman,‘thoy
165 are not ours,

17! MR. P. RUSSEZELL: They are witnnnsg, o
18 the Administrative Staff,

19 TEE CEAIRMAN: Are you ready to proceed?
20 MR, P. RUSSELL: Yes, Macam Chairman.

21 Before I call %he firset witness, I woulé
32; like to rzaa a shers opening statement. if I'may.

23; Madam Chairman, members of the Coamisiic
245 Y nam2 is Pzul Russell., I am an Assistant Counsel

in the Law 3ureau of the Commission. WVith me at

-

;

»—
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ccunsel table is Dave fazzone, & member of the

W

cston law firm of Sulliven @ Worcester. Nr., Fazzone

ané I have besen designated special adnministrative
ccunsel for the purpose of presenting the testinony of
Theodcre Barry & Associates, TBaA.

TB&A is one o©of the leading general
management consulting firms in the world, providinag
2 broad range cf services to industrial enterprises.
service businesses, ¢government agencies., hezaltn,
educaticr, and other nonprofit orgonizatiens. &
significant portion of the firm’s worl in the United

tates is in the electric, gas, ané telephone utilicy
industries,

Late last year, in response to the
accident at Three Mile Island, this Commission
contracted with TR&A for a management 2nd operations
andit of MetEe, Penelec, GPU. On December 17, 187¢,
T3&A began its study. As part of this contract, the
Commiesion directed TBza to present dirsct testimony
in the iastant Proceeding,

In response to this Commission directive,

T23A filed :he Prepared statements of four witnesses ‘

¢n March 2, 1880, aagd today is Presenting those

/

witneszes for Sross~exaninaticn. As of today, TBsa

P e cn i+ A —

i3 only about one=third ©of the way thrcugh Phase 1 cf i

maomm-cumm:-mu sz
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its management and operation2 audit, which is
expected to take apprczimately ten months.

TB&A has proceeded on an expediced
schedule and has devoted immense amounts of time to
Freparing its testimony. 1Its consultants have spent
the equivalent of over a man year assessing the cur-
rent status of MetEd~-Penelec~GPU operations. The
resulting testimony is unigue in two inportant
respects:

First, the testimony presants an
independent perspective. TESA is not a party in this
proceeding aand does nct have a position which it is
advocating. Second, the testimony presents a kroad
Ferspective,

In the course of its study, TBad inter=-
viewed literally hundradc of people and formed expers
crinions based in part upon those interviews. PFor
these reascns, we beliave TB3A's testimony will be
particularly useful to this Cc.wmission. We will
Present Jour expert witnesses in the following order:
Ferry L. Wheaton, Thoman E. Duvey, Jr., Br. Robert 3.
Parente, ancd James . Hogan.

Mr., Wheatcn will present an iatroduction
tc and 2 summary of the TBSA s:tudy and preliminary

conclusions as contained in the testimony to be

MSFACATH I MARSHAL, INC. = 27 i LOCIWILLOW AVE = HASRIUBURS, PA. 17108 el
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presented today.

lir., Dewey is President cof Theomas E.
Cewey, Jr. & Co,, Inc. BHe will testify with respect
tc the flinancizl community's perspective cf GPU's
current ind prospective financial status.

Dr. Parente will discuss the current

conditiors at Three Mile Island and GPU's relationship

with the Pennsylvania~New Jersey-~Marvland interconnect,

PJIM.

Finally, Mr. Sogaa will uédrass GPU's
firancial operations and its cash regquirements.

If I may, Madam Chairman. I weuld like
to call Perry L. Wheaton tc the stand.

THE CEAIRMALN: You may, couasel,

TESTIMCNY OF
THEODORE BARRY & ASSOCIATES

++o PERRY L, WZEATON, having been
dvly sworn as a witness, was excmined zand

testified as follows ...

MR, P, ROUSSELL: Madar Chairman, I have

supplied to the Reporter thr2e copies »f the testiaony

of Mr. Wheaton. It ccansists of 19 numberelpages in
guestion-and-answer form and Exhibit I-1, I ask that

nm.mu-rummx-m&m.rumu -
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this be marked fcr identification purposes as
Theodore Barry ¢ Associctes Statement No. 1.
(?repared direct testimcny of Perry L.

Wheaton, consisting of 19 numbered pages, and Exhibit

I-1, was macked for identification as Theodore Barry &

Associates Statement w0, 1l.)

DIRECT EXAMINATION

BY MR, P, RUSSELL:

e Please state 7our nzme and
business address for the record.

A My name is Perry L. Wheaton.

My business address is 50 Rorckefeller Plaza, New York,
New York.

MR. P. RUSSELL: Madam Ckairman, woulé
you prefer the witness use the aicropncne?

THE CEAIRMAN: Yes.

BY MR, P. RUSSELL:

[+ Mr. Wheaton, do you have before
you a document marked fog idpntification as Thecdors
Barry & Associates Statement No., 17

A I do.

o} Was this document prespared by you
©r under yocur supervision and control?

A Yes, it was,.

MONRBACH & MAREMAL, INC. — =7 W LACZWILOW AVZ. = HARRISIURG, PA, 17132
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a Do vou have any correcticns you
wish toc make to that document a2t this <ime?

A No, I dea't.

Q Does this document constitute your
€irect testimony in this Proceeding?

kN Yes, it does.

o] Do you alsc have before you what
has been markeé as TB&A Exhibit I-1?

s Yes, I de.

(o} And was that prepared by vou or
under your supervision and control?

A Yes, it was.

@ Do you have any correcticns you
wish to make to that document at this “ime?

A No.

[} Do these documents constitute
your direct testimeny in this Froceeding?

A Yes, they do.

118 If you were asked the Guestions
ccniained in those documents, would your answvers be
the same?

A Yes, they would.

MR. P. RUSEELL: Mr., Whesaton is availablﬂ
for cross-examination.

THE CEAIRMAN: Mr, Russell.

m:omm-aumm-m.amu———-l
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CROSS-EXAMINATION

BY MR, S. RUSSELL:

Q Mr. Wheaton, I direct yors attentioJ
ta'Pago I-16 of your testimony. The nect-to-the-last
raragraph from the bottom of the page, you indicate
certain things that need to be done.

Among other things, "The NRC neels to
expadite its decirion process, adhere :o hearing
schedules and minimize regulatory lag while centinuing
o Protect the public health and safetv,”

Eave you any suggestions as to how aay
of the partiee to this proceeding or tais Commission
could aszist in having the NRC expedite thosce various
matters?

A Not specifically. I: seems clea-
to us that there is a real neaed for the NRC to do
something. Of course, there have been any number of
studies that have been urdertaken investigating the
NRC and what its responsibilities are. We have not,
a® part of this study, attems>ted to address those
(uestions, but certainly whatever pressures that
either the ccmpany or the Ccmmiszsica o+ jointly cculd

exert tec help the NRC expedite i*s hearings wouid

certainly be helpful.

MOKRSACH & MARSNAL, INC. = 27 N. LOCKWILLOW AVE. ~ » ARAICOURS, PA, 17712
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e Well, that same pacge in the next
Feragraph, you indicate several things that GPU should |
€o, includinc expedite the cleznup activitier a2t TMI-2;
iz that correct?

a That is correct,

e ls that recommendaticn conditicned
upon the availability of the necessary financial
resources to GPU to achieve that purpose?

A In some fashion or “orm the cleanup
has to procee¢d as expeditiously us possible, and ocu-
testimony is intended to make that one of the highest
Friorities that the company could face.

Cbvicusly, if the company does not
have the money to proceed with the cleanup activitias
in an expeditious fashivn, we are caugit in a2 sort of
Catech 22.

MR. S. RUSSELL: That is all we have of
Mr. Wheaton.

THE CEAIRMAN: Mr, Malatesta.

MR, MALATESTA: Thank you, Madam
Chairman., Mr. Jchnscen has some questions also.

¥ MR, MALATESTA:

< Mr. Wheaton, in the 20 or more
management and operations studies tha: TB&A has

conducted in the past four Years, was a schedule

mamm-ﬂlman-mrx $2912 e e
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eimilar to this contained in Exhibit I-1 develouped?
i A In a general sense, with cne
ezcepticn: That is, what we have termed reconnaisance

iz normally termed orientation and typically that time

1
2
b
4
-1 period is somewhat shorter than the roughly eight weeks
5% that are ocutlined in the reconnaisance period. ' That
7 typically might run anywhere from four to five weeks
8M for a study of this magnitude.

21 [ Except for the nomenclature, is

10r there any difference from what you have referred to

11 as reconnaisance here and what you have called

B

u orientation in those other studies?
i3 A Yes. In a normal s:udy, our

i4 intent would be simply primarily ¢c obtain an under-

13“ standing, an overall understanding of :the company and
16 to develop a detailed work plan. In tiais study we
17u had two additional ingredients that we were particu-
i8 larly interested in doing as a 1esul: of the scope

("} of the study as set forth by the Commission's Staff,

20 and those two additionsl situations were, one, teo

21 provide an analysis of the financial, current azd

22‘ prospective financial position of GPU; and, secondly,
33? to provide what I have termed zs input :o'this process
245 or to, in effect, develop the testimen; that we have

[

ﬂ in effect filed.
m.\a.mm-anwm—mmc ZA 1112
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e In the 230-plus management and

e

cperatisons studies that were performed in the last

LR

four years, was direct testimony developed a5 a

result ¢f those studies?

nh SN

e e T

A Not in all the studies. I would

o

&2y in probadbly a half-dozen of those studies direct

-3

testimony was developed.

o

o] In any of those half-~dozen studies

0

in vhich direct testimony was developed, diéd ycu ever

10 develop and present direct testimony after the

11 crientation segment of the schedule but before other

12{ rarts of the schedule?

k] L Not to my knowledge.

14 ) Why?

s L Simply because the scope of the

36| =tudy ana the order of the Commissior in those cases
17/l vhere Commissicon~ordered studies were involved, there
18} was net a direct need of the situation or direct

19f Tequest cof the client.

20 e Are you familiar with the concep:
211 ©< assignment of weight to evideace in an acdjudicatory
22’ vroceeding?

ZSH A No.

24 o Were it not for the izmediacy of

25 the need for vour direct testimony in this proceeding,

momm-ruwn&-mmu ”‘lll-————J
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would you have developed and presented direct testi-
mony at this stace of youzr study?

A That is a difficult guesticn to
answer, If the request as part of the study scope
was to develop testimony, we certainly would. And

that was an understood position that we took coming

into this study, that there was a very real possibility

that testimony would be presentad ian late January or
early February, and when we, number cne, both propoused
and accepted the assignment, we did taat knowing whas
the situatioa was, and that we might vary well ead up
£iling testimony as we have subsequently done,

80 in terms of knowing what the assiga-
ment was, we went into this procedure, into this
study, knowing that there was a very r=zal possibilicy
in terms of submitiing testimony and we had no prob~
lams ian so doing.

) During the process of negotiating

and accepting the proposal for TBaA's participation

in these proceedings, did you or anyonz else associated

with TB&A recommend to Mr., Russell or anyone else
essociated with the‘cOmmiasion that it would be pre~
mature to present testimony afier the recunanaisaace
portion of your study?

A No, just as a general statement I

MONRBACH DMM-"W“—WM%P&M”——-—J'
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would say we would prefer not to testify simply
because ci the difficulty of proceedings like this.

In that context’, that is a predispositionl
that we have, but knowing our assignment here, we had
no problems and at no peint in time did we indicate
that filing .estimony here would be premature.

MR. MALATEETA: Thank vou, Mr., Wheaton.

Mr. Johnson may have several gquestions
also.

THE CEAIRMAN: HMr. Johnscn.

MR. P. RUSSELL: Madam Chairman, I would
ilke to cbject to this procedure at this point. It
Geems tc me that one attornev for one party shouléd
cross-examine cne witness., I wouléd have no cbjection
if Mr, Johneon were to cross~examine another witness
that we will present, for example Mr. Hogan and/or
Dr. Parente, but it seems to me to have atterneys
trading back and forth cross-ezamination puts the
witness at 2 considerable disadvantage.

TEE CEAIRMAN: Mr, Russell, I realize
that you have not been present throuchout these
Froceedings and the procedure which we heve allowed
in this case heretofore has been to zllow beoth
Hr., Malztesta and Mr., Johnson tc ask gueetions, so I

will centinue with that.

MORRIACH 0 MARGRAL, INC. ~ 27 K. LOSXWILLOW AVE — HARR!3BURG, PA 17152
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8Y MR, JCHNEON:

% Mr. Wheaten, if vou will turn to
FPuge 19 of your section of the presentation, in the
second cenclusicnu wherein you say "The return to
gervice of ,TMI-l and the resultant decrease in
reglacement power costs has a greater financial -
impact than the inclusion or exclusion of T™I-1 in
the rate base," would I be correct in my reading of
that that the most critical factor in vour =2nalysis
¢f the financial well-being of Metropolitan Edison
Company is taat T™I-1l should gc back into service
for the reason that this would decreazsz the replace~
ment power cosats?

A That is right.

e Now, if, in fact, there were an
aiternative to this, and that alternative were that
Metropolitan Edison Company be permitted on a
current basis to collect all its energy costs, woulin't
this, in fact, be agquivalent toc THI-1 returning to
service, at least insofar as the financial well=-beiag
©f Met2d is concerned with regard to replacement
powar costs?

¥R. P. RUSSELL: !ladam Chairman, couli I
askx that the guestion be repeated by the Reporter?

(The Court Reportar then read back th:

MCIMDACH & MARSHAL, (NG = 27 L LOCCXWILLOW AVE. ~ HABRISDURG, PA. 17712 m—
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THEZ WITHNESS: I cuess the answer within
the caveat of replacement costs is yes, but I am not
sure that teotally addresses the financi:) needs of
the GEU systen.

BY MR. JOENSOH:

Q Is your concern with respect to
replacement pcwer costs that Metropolitan Z2édison
Company is not fully recovering those costs?

A I think our bigger concern here is
in termes of Zfocusing 2ttention on what are the real
issues, ané in this context we just feel that perhaps
there has been, in terms of the financial corndition
cf the cecmpany, a great deal of time zpent icckiag at
T!iI-1l, rate base or not rate base, and we are concerned
with the fact that a very much more rezl impact is
that the physical return of TMI-l %o sarvice and to
producing electricity will have a grea: dcalkmorc
favorable impact on the ratepayers of Pennsylvania
than whether or not TMI-l is rate base or not.

We are concerned with the physical
return c¢f TMI-l to service.

e Inacfar as the ratepayer is
concerned, I couldn't agree with you more, but looking

at it from the perspective of the impact of the

MONRIACH & MARSKAL, (NS, = 27 K. LOCXWILLOW AVE -~ MARRISOURG, Pl t7113
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company, if THI-l were back in service the company's
replacement purchased power coets would be reduced,
and you see that as a favorable factor insofar as the
financial well-being of the company is concerned; is
that cerrect?

A Well, I think that very simplis-
tically we also think that what is in the benefit,
¢enerally sveaking, of the rat:payer turis out to be
to the benefit of the company.

Qe Well, I was under the impression
that you were directiag ycur conclur’'ons, at least
that particular ccuclusiocn, to the financial well=-
beiag of the company.

A I think we were really--~perhaps our
wording i3 wrong here in terms of the focus, but we
are uore interested in the physical return %o service
of TMI-1l rather than--and we are saying that that
actual generation of power from TMI-l is nuch more
important than whether or not TMI-1l is in the rate
base in the intervening time.

¢ Insofar as the customer is concerned%
as well as the cocmpany?

A 1 thiak soc.

¢ Anc insofar as the company is

concernad, if they were to recover on an expedited

NONATACH! 2 MARSHAL, INC. — 2F R LOCEWILLOW AVE. - RARRISTURG, PLJ"“————-J\
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current basis the costs of purchased power during

'“‘m

tie pericd that TMI-1l were out of service, locoking

- ———

et the ccmpany only, wouldn't their financial posture

be equivalent to that of having T™I-1 bLack in the

thh & &t 3

rate base?

A I think that when we start taking an

ten specifically and trying to reflect »n the impact,

firancial impact of that, we are doing it cut of

oy e o

Ww 0 =~ O

context, and part of the reason that we have four

i0|| people testifying here is that the financial situation

i1} is 2 very complex one. And Mr., EHogan's testimony I

2% think addrceses many of the complexities that are
izvolved there.

i4 So to try to answer specifically in

i5{l terms of one item would be perhaps taking things ou:

6l cf context,

17 ME. JOENSON: Thank you. That is all

18|l I have.

19 TEE CHAIRMAN: Mr,. Barasch.

20 MR. BARASCE: Thank you, Madam Chairman.

2ill BY MR. BEARASCE:

B

(43 Good morning, Mr. W3ieaton. My

23| mame is DPavid Barasch and I am an Assistant Consumer
2¢/| Révocate with the Office of Consumer Advocate.

25 - I would like to direct your attention to

MOURBACH 0 MARBRAL. INC. = 27 N LOCZWILLOW AVE. — RARRTSBURG, PA. mﬂ'—w——-—i*

R el e el e b St o T R e i e Tt i B ot gt 0



Wheaton -~ cross 3237

W & =~ O W B W D

foa
O

B =

Page 12 of your prepared testimony.

THE CHAIRMAN: iMr, Barasch.

MR, BARASCE: I am sorry, Madam Chairman,
¥ I could just have a second. There zeems to be
scmething wrong with my notes.

BY MR, BARASCH:

+8 At the top of that page, Mr,
Wheatecn, you state that *"The banks appear to have
rsacted in a responsi'e and responsiblec manne~.”

I wond:r if you could tell me what¢ the
Casis of that opininn is?

-8 Mr. Dewey can address that in more
detail, but in general we have interviewed the banks.
We have interviewed financial executives of the
company, and our gemeral perception is that the banks
were rasponsive in taerms of their reaction to, in
effect, develop the revolving credit acgreement at a
time cof great stress for the company and its rate~
payers.

They developed 2 plan or a plan evolved
which we think met the needs at that particular point
in time, We think ia that concept that they have
responded in both a responsive and responziktle manaer.
There is nothing that we have seen subsequent to that

point in time that would indicate otherwise,
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Q Are you testifying that that cpinica
on that page is basically ur. Dewev's opinion?

A No. I think that Mr, Dewey can
adéress that in more detail in terms of his own
cpinion. But it is the opinion of TBEA as expressed
here also in conjunction with Mr, Dewvey, because both

Mr. Bogan and I participated in those reviews and

interviews and are in complete agreement with the

mame

Sstatement that exists there.

4} Well, when you use the phrase
"responsive and respensible,” from whose peint of view
are you speaking?

A I think from the gezeral public'’s,

c Are you aware of thz fact that in
these proceedinge as well ac in the Fhase 1 of these
proceedings the banks have, in effect, told this
Commisiion that if the Commission takes certain
actions, that certain acticns weuld be considered
material adverse changes under the terns of fhe‘
revolving crecéit agreement?

A Certainly.

0 In addition, are vo: aware of the
fzet that tae banks have been telling hoth the company
and the Public Utility Commission that they expect

£
certain actions, if any changes are going to be made,

MOYMEACH & MARSHAL, INC. — 27 1L LESRWALOW AVRE. = NARRICBURG, PA $7112 e
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ia lines of credit that are available to GPU?

2 ' Would you regeat that gquestion,
3 please?
“ (The Court Reporter then read back the

”' pending guestion.)

TEE WITNESS: I am not sure, having h.ar%

5
$
7 it reread, that I understand your guestion.
8 BY MR. BARASCH:

o

e Are you aware of the fact that the

Canks have testified in this proceeding that they

o
o
—

i1 expect csrtain actions by this Commission if certain
12y 1lines of credit are to be made availabie to the

13 cempany?

14 A Yes.

15 148 Do you consider the banks® requests
16 regarding orders from this Commission as well as

17' various comments made about what they ceonsider to be |
18/ material adverse change as constituting responsive
19 and responsidble behavior on the part of the bﬁaks ir

20 the best interest of the public?

21 A I am not sure I understand your

-2 guestion.

23’ Y Well, whose interests are the barks |
24 lockiag 23t for in demanding certain actions by this

-z Commission as a precedent to any incresse in a line of

LONRSACH 2 MARSHAL, INC = 27 N LOCXWRLOW AVE ~ HARSICTUNG, PA. s
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credit? 1Is that a matter of public interest?

A It is my understanding that the g
banks are in busipness to dc business, a2nd I think they
have to protect their interests, and I think iz the
conilext, at least as I understand how tahe banking
systex works, that tkey have reacted in a responsive
and responcsible manner,

2 To prectect their own interests?®

he And ia doing that~=-

¢ Let me make sure we understand each
cther. 1In responding and trying to loock cutz for their
own interests, do you consider that toc be subsumed
within your definition cf :esponsibl; ané responsiva
zctions, or is that just another matter, the banks
<ooking for their own particular interzstsz®

A Cur impression is iZ the bacnks
hadn't teen available with mecney last spring and if
they weren't making that available rigiit now, we woaldl
zt least from everything we understand be in.a gitusz-
tion that none cf us would quite understand, that ia
effect there probably would have been 3 bankruptey.

2nd certainly our review:s have indica:e:«d
that no cne¢ guite understands wha:t would take place i,
in effect, there bad been a cash shertage.

43 I don't think that :chat is

MOHRBAIH & NARSEAL, INC. = 27 . LOCEWILLISW AVE. = HARNISSURG, PA, 171 12 commm e cod
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ﬂ MR. BARASCH: Would the “ourt Reporte:x
mamm-ul&mm-mv&mn——-—i.

rasponsive, I may have trouble with ay questioning. ‘

The question is whether their acticns at '
tZe present time to increase their security and to !
lixait their exposure vis-a-vis GPU and the line of
credit, vhether or not those actions at this time are
actions that vou would characterize as being responsive
and respensible, not previcus actions but those
specific actions.

A I think yes, to answer your Ques-
tion.

Qe And they are responsive and respon-
sible to who, the banks' financial interests in these
lines of credit, or the interests of the public, if
there is a difference?

IS I think the banks have made it
reasonably clear that their decislions certainly in
vhat they do will in some fashion or form derive f£rom
some of the proceedings that are geing orn arnd taking
place here and that will have an impact in terms of
bow they have reacted.

There has been nothing that they have
done in the past or that thev are dcing currently that
would indicat2 to us that they may, in fact, be act.ng

in 2n irresconsible manner.
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r2ad Dack the answer to that guestion?

Madam Chairman, if I understood the
cuestion, I don't think it was a respongcive answer.

{(The Court Reporter then read back the
izst guestion ané answer.)

MR. BARASCH: Hadam Cheairman, I don't
believe that that is responsive to the guestion.

THE CHAIRMAN: Could you try answering
that question or 4o you not understand his cquestion?

THE WITNESS: Maybe he can repeat it
ocnce again in terms of the queation, and I will try
again,
BY MR, BARASCH:

e I am trying to £ind out in your
use of the phrase “responsive and responsible,®” I am
trying to finé out what the elements of that character=-
ization are, and specifically my guestion goes to
racent actions and statements by the banks regarding
what quid pro quo they expect for any tn:thef extension
cf lines of credit or any quid pro guos tc prevent
the occasicn of a2 material adverse chaage.

And I would like your rezctiones as to
whether or not these actions and statemernts constitute
respensive anéd responsible actioms. 2And, if so, how.

And, as I seid earlier, I am interested in the presen:

HOMEBACH & MARSHAL, INC. = 27 K. LOGIWILLOW AVE. = RARSUSBURG, PA 17712
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and future actions of the banks, not actions taken
five or zevea meonths ago.

A I will try. I am not sure that I
am going to resolve vour guestion in tarms of answering
in 2 fashion that will meet your needs, but thae banks,
and let's keep in mind that there are a2 number of banks
involved, the banks have potentially $292 million that
they have a responsibility to be caretzker of, i2
you will, They certainly are looking for some sort of
assurances that money that they have put forward wilil,
ir fact, be repaid. And they have mada that guit
clear. I think that is a reasonable expectation from a
party to a contractual arrangement.

They are lcoking for those types of
éssurances, and I thiak that at least to the extent
that I an aware of, there is nothing that they have
said or dome that indicates that if, ia effect, ther
see they will be repaid and have assurances to do
that, that they would do anything to be irresponsib.e
and irresponsive,

g In other words, the acticas zhat
they have taken regarding cra2éd t lines ard statemen:s
zade in that regard are attampts to protect their
cwn financial interests, ia shecrt?

I Ané I think that with one caveat,

MUHRBACY & MARSHAL, INC. = 27 ¥, LOCKIVILIOW AVE. —~ HARNISTUAG, PA, 17112
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and I woild say that I am not sure that they neces~-
sarily hid :o step forward last spring nor o they have
to step Iforward today.

e That is not the guestion. I think
the guestion is a2 pretty simple direct guestion
regarding actions at the present time. Anéd I think
Mr, Wheaton car answer that guestion.

MR. P. RUSSELL: Madam Chairman, he did
apsver the guestion yes, and addeé an explanation that
tied in the current need for assurances with the prrt
cozing £forward with the credit line. I den't think
that the respouse was inappropriate.

THE CHAIRMAN: "he question was to my
understanding limited to current as cprosed to past
actione.

Can you answer :he gquestion with vour
reference to current actions as opposed to past actions;

THE WITNEES: I think that thc-canncntu
that we Lave made still hold arnd I would add ome thing
not reflacting on the past or anything like that, but
I think that in a very rezl world one has to take
into context both things that have occurrzeé in the
Past a3 well as things that are likely to occur in the

future.

MONRBASY 0 WARSHAL, INC. = 27 K. LOCIOIVILLOW AVE. ~ HANRISDURG P/, $7122
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8Y 4R, BARASCE:

Q Cn Page 13 also I believe you state
that banscruptey "...involves too many unknownz and
uncertaintias...to be considered a viable option..."

Do you see that statament, sir?

A Yes.

] Did you or any member of the Theodord
Barry team perform an independent analvsis cf the
consequences cf bankruptcy as part of the preparation
of your testimony today?

A To the extent that it was neceszsary
to make that statement, yes.

Q I don't understand your answer.

Did you perform an indespendent study cf bankruptcy
alternatives in preparation for your tastimenv?

L Of bankruptcy altaernatives? Ne.

[+ So then what is the factual or
expart basis for the opinion that bankruptecy involves
tve many unknowns and uncertainties to be considered
a viable option?

LY I think that our review anéd ability
to make that statement is based on a number of facts.

One, I would resfereace Dr, Parente'’'s
testimony with respect to the potential ixapacts of a

bankruptcy cn the PJM syetem and, therefore, the

HONRBAZIH O MARSTIAL. INC. = 27 & LOCKXWILLOW AV ~ HANRIDBURG, PA. 17718
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potential dzangers o the general heali: and safety

suat might oecur,

I tkhink the fact that we have a new

~ne. e
PR Sty

Sapkruptey law which is untested in & gesneral sense
and untested vwith respect tc a public utility bank-

Tuptecy in general.

I think that some of the testimony that

has been provided in this proceeding has certeinly

ﬂ has to be avoided,
” +3 In shert, your opinions regardina
bankruptcy largely are based upon the opinicns

upressed by Kr, Miller iz this proceeding?

A Nc, they aren't.

proceeding, whose testimory are you relerring to?
s Mr, Miller testified, but I think
you asked if our opinions were primarily based on Mr.

Miller's testimony. They were not.

with the comment that starting with cu- own separate

tavestigatione, including lcoking at tie potential

e

impact on PJ! and talkiang with cur ovwes legal counsel

madie it very clear tc us that to2 have = bankruptecy =ake

; Place at this point in time is something that absclutely

o When you refer to testimony ia this

I started cff by answering your guestion

and talking with many other people. 2lzo we happened

. htan m—— o —
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t0 lock, as I zhink we would Prudently on our part, tc
Teview Mr, Miller‘®s testimony, azd we 2id so.

It was also a part of our team, which I
think is an izportant aspect of our entire study
epprecach, we have Mr., Dewey and Mr. Cewey has a great
deal of experience in oankruptey and reorganizaticnal
proceedings.

As as a matter of ccurse we think that
we had the sort of expertise and the sort of review
to, in fact, make the statement that we have made on
tkis page.

e You were advised by vour legal
counsel regarding the cons.guences of Eankruptev?

A We had discussicns with legal counsoé
with respect to their experiences with respect to the
new bankruptcy law.

Qe And the evidence being presented
in this testimony is based upor that advice of counse.?

a Ne,

¢ Mr. Wheaton, on Page 15 c¢f vour
testimeony, :ioward the bottom of the page, vou make a
statemant ra2carding the NRC and the nezed +o expadite
ita decisio: process in the -estart of TMI-1.

Do you ses that, 3ir?

A Yes, I do.

MOKABACH 3 LARGHAL, TNC. = 17 K LOCXWILLO?Y AVE. = A RRICBURG, DA 177 12 e
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2 Do you mean tc imply by that
Statemenc tlat you have any evidence that the pro=- {
ceedings zt the present time are moving slower than
they properly could be moved?

A They are moving slower than the
schedule that was set forth origimally by the NRC.
Net having taken part in those proceedinge or reviewed
what has happened in those proceedings, it is impos~
sible for us to respond to your guestion in terms of...

e Ia other words, when you use the
phrase “"expedite.® you don't mean to imply cor infer
that you nave any information that the preoceedings at
the present time are moving slower than would be
apprepriate? You zre merely saying that it should move
es fast as it is capatle of moving?

A That is right,

¢ And whether or not the present
schadule is tantamount to moving as fast as is
pessible, you wouldn't express any opinion con that?

A .No., I think that it is reasonably
clear from most of the public evidence, and by that
I ax referring to the Rogovin report and the Eemeny
raport, that the fact that we have a major crganiza~

tional crisis or problem at the HRC, ard that certainly

is, I would expect, not helpful to their dccision—uakinj
nmamm-ruwnt-mmmmu
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!
1 process.
2“ g I3 that a ves or no to the
3: guestion posed?
- a Would you read the guestion?
5% (The Court Reporter them read back the
6| gquastion as fcllows:
71 "Question: And whether or nct the
g present schedule is tantamount to moving as
g fast as is possible, you wouldn’t express anw
10 opinion on that?")
11 THE WITNESS: No, I wouldn’t express an

22} cpiniea.

13 BY MR. BARASCE:

14 [} Thank vou.
ISh Cn Page 16, you also indicate the
164 company‘s cash flow °,,.projecticns have not provided

——e

i7}| for"~=-certain--"contingencies,” Is that corrsct?
18) A That is right.
1% g And that the cleanupr a2t TMI-2 as

20j| 2 result has been limited due to detericrating
21l £inances; is that correct?

A That is ¢ ~azt.

8

+) And «t f2-. 17 and throughout

L

24! Your testimec2y, you are .xpresiing an cpinion that

25{f the company needs aore cash than it presently is

ANTHIDACH @ ANTAAL, INRC, = 27 K. LOSKIv. LOW AVE. = RARMISBURS PA, 177 12 c———
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Teceiving through its rates; iz that correct?

& That is correct.

o1 Azd that cash, as your see it, must
come Irom the ratepayers?

i I would like to find an alternative
Eource, as I suspect everyone would in this room, and
I amnct sure what that alternative scurce would be.

e Ané in the absence of any alterna-
tive source, vou are basically saying “hat money has
L0 come Zrom the ratepayers?

L Essentially, ves.

Q And on Page 5§ c¢f your teetimony,
you list that one of your tasks was: "To evaluate
2ll economically practical oppertunities fcor providing
ratepayers with lover rates anéd/ecr better service"; ic
that correct?

i That is correct.

Q And are you wishing to state a
concluscry opinion at this juncture that charging all
the extra cash needed by GPU to the ratepaver is
consistent with the achievement of tha:t task?

A We haven't completed our study
&t this point in time, so T really don’'t think we aze
iz a positicn to raspend to that gquestiomn. I den't

think we are 2t a2 state that we are able to respond tc

L FEROACH = MARSNAL, NG = 27 K LOCXWILLOVY AVE ~ HARRISTURG, PA. 17912
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that guestion.

e And as part of your project for
tiis Commissicn, you are locking at cther opticns other
than the continued existence of GPU in its present
form; is that correct?

A That is not a part of the scope of
our project.

Qe So then you have not and d¢ not
intené to dc any detailed study of the financial con-
sequences, cf the ratemaking conseguences of a power
authority,., for example?

A That is correct.

[l Nor are you lcoking at the financial
consequences of the merger of part or all cf GPU's
subsidiaries with other utilities?

A That is not part cf the scope ~f
our study.

c Nor are you loocking at the conse-
quences of any spinoff of any piece of GPU to its
own corporate structure?

A That is correct,

Q Nor are you lcoking at the =zonce-
guences of possibilities cf fedaral government assis-

tanc2 in the TMI-2 cleanup effort?

] A In a sense we certa.nly would keep
MCURBACY & MARSMAL. INT. = 27 N. LOCXWILLOW AVI = RARUGSUZS, 7A. 7un
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azreast oI whot was happening with any 2ffortis in that
particular vein that would be helpful and I would
exPect that part of our look at TMI-2 which is con-
tinuing now is to the extent that the companry’s efforts
obtein such aid would be an expected pert of their
inagement process, we would be looking at that,

o4 In terms of the expected elements
cf the study that vou have contracted with this
Commission te perform, it would not be an element of
that study for vou vourself %o do an analysis of the
Prospects of receiving federal assistance in the
resolution of the present dilemma?

A Not specifically. I think that the
cne taing that might be anticipated out of a2 study of
this sort is ¢o determine whether the company is takirng
all steps that it can to pursue an avenue like that,

Q Ags part of this preseantation, Mr.
Wheaton, Mr., Farente indicates a belie” that T™MI~-]
2aight never return to service.

Are you familiar with his testimony in
that regard?

A Yes, I am.

o] As part of tanis proiect, have you cr
any member of your team reviewed +he pessible impecs:
that such a consequence might have upor GPU's cverall

MCERRATH & MARSHAL, INC = IV N LOSXWILLOW AVE. - HARR'SBURG, PA. 12712
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construction needs, capacity efficiencies, neads for
purchased power, et cetara?

A We have not at this stage.

e Do you see that as part of the
scope of vour study?

A It hasn't been defined as such at
this point in time. It certainly could be.

e At the present time you have no
intention of performing such an analys.s?

A Not to specifically relate to the
question of their power needs if abseni: TMI-1l aver
returns to service,

v} If I were to ask v~. the same gques-
tion with regard to TMI-2, would your onswer be any
different?

A No.

G So, in short, you h.ve done no
analysis of what the effect of T™I-2 never returning
to service would be on GPU's construction needs,
capacity needs, needs for increased amcunts of capital?

A do. 2And we haven't fully defined

ZZﬁ the acope of our study going forth fror here, bdut

those types of guestions certainly are nnes that might

24“ be consider=sd in £finalizing our scope «f study.

25

43 Hypothetically, do vou believe that

MOWRBACH & MARS AL, TNC. = 27 N. LOCKWILLOW AVE = HARF ‘STURS, PA. 1712
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ar analysis cf those preoblems ané costs coulé ultie

mately result in Theodore Barry coming to the coaclu-

P

[ 81

sion that it does not make economic sense tc haep GPU

41l in its present financial form?

51 a I couldn’t responé iypothetically.
;

5i I have no baeis on which to make that sort of deter-
i

7K mination.
|

8} ¢ Well, let me rephrase the guestion.

Your opinion about the present needs o

n

10|l ccntinuve to provide cash to GPU is sim»>ly a present

11: analysis, based upon the information that ycu have

2§ analyzed to date?

13 i Corre:t.

14 o} And are you expressing an cpinion

15| here that regardless of the ultimate c-st arising out
16}! of this accident that it must necessarily be in the

17f best interests of the public to keep G™U afloat in

18l its present situation?

i¢ A I don't think we have said that.

201 I think what we have said in our study ie because of

z2ill *he current situatiocnm that it is essen:ial that the

:2! company be provided funds with whiech ¢t continue oparz~
23? tiouns.

Zé‘ We have macde no attempt to state wha*

25l we believe the ultimate resclution of :=he Problem 3

MOFTEACH 2 MARSHAL, INC. = 27 N. LOSIOWILLOW AVE. = RARRISBURG, Pl 17712 seee———
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{
Ii znould ke, ané I think we have stated that anv number
3; of times in cur testimeay.
, Q So no infareunce of any sort chould
te drawn from your testimony that you are expressing

any opinion about the ultimate manner of financial

3
4
5
§ resolving of the crisis? You are merely expressiag
7}l cpirions about the short=range sclution to the

3

S

r roblem?
| A Yes. And I think wec have s3aid
10|l that on two or three different occasions in the

11|l study, that we think there i3 a need tc take the tinme

L2 te take 2 look at all of the issues %to in effect

m -

develop a long=-term solution to tha Prcblem,

—

14. Q2 At Page 17 of your “estimeny, sir,
qu you refer to the tasctimony cf Mr. Hogan, that part of
16! bis study was basically to the effect “hat even if
17' the company were provided substantial _ncreases in
18‘ rates, that MetEd's rates would still not be the

19! highest alectric rates in the country.

go! Do you see that, sir?

21{ A Yes,

q-d Q Dc ycu mean to imply by that

-

ol

3
’

Statement that that fact, assuming tha% it weras a

L

!
|

2411 fact, should have some bearing upon the decision that

251 this Commissicn might make in these Prcceedings?

NOWRTACH T MARSHAL. ING = 27 N. LOCKWILLOW AVE. ~ HART "SBURG. PA. 2
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First I think it is a fact. The
quastcion in termes of what are we tryianc =o implye-

could vou clarify what you meant by the cuestion?

e I am having trouble hearing you.

Z Could you clarify vour guestion for
me, please?

Q If you coulé tell me what part of

it is confusing, I would be glad to=~-

A Well, repeat the guestion, please.

o Your statexment about the rates not
being the highest in the country, I am just curious
whether vou think that that fact, essuring that it
were a fact, should have sone bearing upon the
uluimate resclution of these Proceedings3?

A Only in the sense that it provides
an overall framework and input to the Comuissioners.
I think that it is at least helpfui information to
krow what the relative rates of the GPU companies
are, nct only in relationship to Fennsylvania, but in
relat:~nship to the entire country.

Q I take it that you lhave supervised
the per lormance of numerous other manas2ment audit
studiee; iz <hat correct?

A That is correct.

Qe In performing those audits, de you

NOHNBACH 3 LARSHAL. INC. = 27 3. LSCTIWILLOW LV - HA N YDURG, PA 17112
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tis

e the level cf rates that 2 utility zha-ges its
custoners as a criteriom in determining or an indi-
cztor of whether management is effigient?

~ It provides general background
information.

¢ Would the mere fact that a given
utility's rates were not the highest in the country
cause you to draw any ceaclusion whatscever about
the efficiency of management, that fac4 standing
alcne?

A IZ the zcmpany's rates were out of
context with utilities of a similar na=ure, that
would certainly be one of the first things that you
would loock at, ard from there vou woul:l go to try to
g2t an assessment as to why that level of rates
existed, and :hat certainly weuld be aelpful in terms
¢f giving ono'doing the study an impression in teinms
cf the overall management capabilities of the cempany.

+] Dues the fact that li2atEd's rates
cr the alleged fac: that MetEd's ratss ecver if ful:
reliel were giver, would not be the aishest in the
country, does trat fact in vour expert opinion reflect
iz any fashion upon the ccnpetence ané efficiency o:
ranacemenc?

a Yes, I think the le7el of rates

-

-
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has some impact.

2; c The fact that they are not the
3& highest in the country vou believe is 2 criterion=-

p
4§ A No, I said that the level of rates
55 that & utility has certainly is a reflec:ion of the
5! overall management capabilities that the company has
7{ exercised over a number of vears.
8 #MR. BARASCH: Could we possibly get +the
51 court Reporter to resad back the guesticn, nct the
181l cne I just aslked, but the one previons to that?
il (The Court Reporter then resaé back the
2§ reccrd as follows:
& "Question: C(oves the fac: that MetEd's
iz rates or the alleged fact that lietDd's rates,
15! even if full relief were given, would not bc_
16? the highest in the country, does that faect in
17! your expert opiniocn reflect in uny fashion upon
13‘ the competence and efficiency o management?®)
15 _ MR. BARASCE: Madam Chazirmen, I don':

20|| believe that his answer has been respoasié. to that

cuestion. I would just like tc know how I can get a

t)
=t

&
e T A o S s e .

yes °or o answer to my simple question.,

prac THE CEAIRMAN: Be has indicated that :he
24y level of rates is of scme effect.,
25 MR. BARASCH: But I asked a guestion

MONTIRASH & MARSHAL. INC. = 27 . LOCKWILLOW AVE. = HAMTISBTURG, PA 7112
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specifically about the statement in +he

o

2stizony that
the fact that the rates are not the LZichest in +he
couatry, and I want to kaow whether or not that fact,
Lot scme geaneral discussion of where the rates might
stand. but whether that fact alcne is an indication of
management efficiancy, capability, or competency.

TEE WITNESS: I think perhuips I can
clarify that scmewhat by saying that we have a couple
utilities in the country whose rates because of treir
sitnation are appreciably above those of any cther
cempanies, any other utilities in the country, and
I think if you are using it in the centext of the
Bighest rates in the country, I think that my answer
would be srmewhat different.

And that is why I think zhe answer that
I have given vou is that the level of rates certainly
is important in terms of an overall consideration.,

BY MR, BARASCH:

Q So can I summarize your testimony
by basiczlly saving that the fact that MetEE's rates
would not be the highest, that fast standiang alone is
nct an indicia of anything?

A Well, it is helpful backgzriuad
information. I think that was my original answver.,

MR. BARASCH: That is all the guestions

MOWTTBACH & MARSHAL. INC. = 27 N LOCKWILLOW AVE « HARMTSDURS, PA. 12112
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that I hzve at this time.

[ )

2 TEE CEAIRMAN: Miss Dufour.

3 MS. DUFOUR: I will defer to the other

4; pearties,

s ﬁ THE CHAIRMAN: HNr, Bowers.

§|| BY MR. BOWERS:

7 o Mr. Wheaton, my name is John Bowers.

S8ll I represent two Metropolitan Eéison ratepayers. I

S| woulé like to go back for one moment tc the subject

th

Mr. Baresch's guestions ané ask you whether

10§l ¢£ one ¢
% ©r not the Zactual or legal analysis underlying your

12| statement on Page 13 regarding the effects or poten~

Ll tial effects of bankruptcy appears anywhere ia vour
14‘ testimony or in the testimony of anyconz else

15/l associated with your company?

18 a You want to know what?

17 Q I am asking whether the factual or
18l 1egal analysis whiech ¥You say has been verformed and

19}l which supperts your statement on Page 13 rog;rding <he
2ui Potential effects of bankruptcy, whether that analysis
Z1i) &PPears aznywhere in vour testimony or in the testimony

¢f any person associated with veur company.,

235 A We comment at least in *vo other
24| Parts of the report with respect to bankrtupcy that
254 I can recall, specifically Dr., Parente refers to it

e NOHERBASK 3 MARSHAL, INC. =27 & mﬂlﬂ-“m PA. mu—-J
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wWath respect to the potential cperationcal difficuliies
tiat would arise out of bankruptecy and I believe MNr,
Dawey also addresses the guestion of bDankruptey ir his
testimony in certain fashions.

Qe Do the two references that you have
made constitute the totality of the analysis on the

question cof bankruptey that vour company has engaged

ia?
A No.
e In preparation for =:chis testimcnr?
a No, I thiak that our report in

general is a summary, if you will, of all of ths work
that we have performed over the rast three months
vith respect to the GPU systen, ané as such we have
not includei all of our analyses by sar stretcch of
the imaginaticn in this report.

¢ In other words, taere was sone
analytical fcundation that ycu relisd vpon and tock
into account irn forming your conclusion as set forth
on Page 13 which has not been presentec thus far to
the Commissiorn; is that corrsct?

A The management audi% process is =
aighly iterative cne based on perforzirg a number of

intarviews and various types of dzta aralysis.

25| To the extent that we have gone throucgh
d-———mmcnomw. INC. = 27 M. LOCXWILLOW AVE. = RARRISDURS, PA. (D712
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taat preocess we have net in effect brought forwaszd

(S
e et

€ndé summzrized each and every iInterviev tha:t we have

173}

i had, nor.have we included in here in our testinmony, our ]

4il prefiled testimony, all the analysis that we perform

S not only with respect to bankruptecy but in general

5H with all of the work that we perform,

7 & So ycur answer to mv guesticn is

£ ves?

& A That we have not inzcluded i+ in 4his

iCj| report? Yes,

11‘ o} ¥ith regard to your recommenéation
2! on Page 18 that bankruptcy must be avoided, woulé I be
L) correct in draving the inference from that statemen=

14§ that it is your opimion that the avoidance of bank~-

¥}l roptey or the goal of avoiding bankrupucy for GPU o=

MztEd should control the disposition o the issues

E
-3

that are presently before this Commiss’on, even if

L3
2]

3

the application of otherwise relevant :ognla:ory

Principles would lead *o a édifferent resulit?

A I an not sure I understand the ilast

& B

21{l Part of yvour statement.

MR. BOWERS: Would the Cours: Reperter

&

3

25|l repeat my guesticn, please?

(The Court Reporter then read bask the

.

Z

;5“ last question.)
HCNABACH & MARSMAL, INS = 27 N. LOGKXWILLOW AVE =~ HART TEBURG, PA. 17042 e
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16
17
15

MR, P. RUSSELL: Madam Chairman, it is
rot cl2ar to me what is meant by the last parzt of
that cuestioun either.

BY ¥MR. BOWERS:

Q2 Let me give you a concrete example.
Cne of the issues before this Commission is whether
the costs associated with Three Mile Island nuclear
station Unit 1 should be removed from the companv's
rate base. And there is a body of applicable regrla-
tory precedent that one weuld normally look to in
rfesclving that questicn.

And I guess ny guestion :o vou is:
Whether 2r not, assunming that that precedent indicaes
that it would be appropriate to remove those costs,

£ it is your cpiaion that the avoidance of bankruptey
should take priority over such considerations?

A Most definitely.

Q At Page 13 of your testimony you
make a referance to the "Lack of timely action by the
NRC with respect to whether and when THI-1l will return
to service..."

In response to a juestion by Mr, Baraczsct
r2garding a2 related statemesnt =n Page 16, vou indicsztsz}
that you do not have any fac:tual basis for reaching

the conclusion that the NRC has no+ Proceeded in as

MOWRBACH 2 "TARSMAL. INZ = 27 N. LOCKWALSW AVE. ~ RANRISE" 26, PA, 17112 -———J
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expaditious a manner as possikle under the :ircums:anceﬁ
sceing 4t,

Would vou respondé similariy if I were to
ask you a similar guestion in regard to the conclusicen
I have guoted to you on Page 13?7

A Yes.

e On Page 14 vou indicate that--well,
iet me a2sk you this: You state that you have reached
the cenclusion ",..that there have been no appreciable
Cifferences in...consumer attitudes subsecuent to the
THI accident."

What type of consumer atzitudes ars vou
referring tc there?

A The normal ones that have been
Erought to the attention of *he P.U.C. Bureau of
Consumer Services. I think those are ~argely in
Tesponse To customer complaints about zlicw hookups.
being treated wrongly by the company in some fashion
~r form.

It was also interesting to us that
where we ancticipated that we might have seer a much
higher level cof complaints regarding high bills an2d
that sort of thing that w2 alsc haé not seen or at ‘
least in diszcussions with the Bureau of Consumer Service:

they had seen no real change in the types of complaints

”MSM&MM-”&MOWM-WM“C.’L TR -
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2r the lavel of complaints that they ware getting,

and ic I3 focused
THE
interrupt?
MR,

THE

in that ccntaxt.

CEAIRMAN: Mr,., Bowers, cculd I

BOWERS: Yes.

CEAIRMAN: When was this discussion

with the Bureau cf Consumer Services?

THE

THE

WITNESS: 1In early January.

CEAIRMAN: There has been no dise

cussion since then?

testinony in tais
in this case?
THE

THE

WITNESS: That is richt.
CEAIRMAN: Have you read the diract

case, any of the direct testimony

WITNESS: Scne.

CEAIRMAN: Have vou read any of

the cross-examination?

THE WITNESS: Very littcla,

3Y MR. BLOWERS:

¢

the Commission az

Are you familiar wiih ths face :ha*

least prior to its decision on June

13, 127¢%, rec=2ived some 1700 letters irom Metropoli=ar

Zdison ratepayers

raquesting tihat this Commission

resclve the issues that were before i+ at that time

in such a way as to not allow the costs asscciated

MONEBACH 3 W RSHAL, INC. ~ 27 N, LOCXIWVILLOW AVE. = HARKISBUAG, PA 19312
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il with the TMI accident to be »assed ontc them?

3]

£ No, I am not.

{

13

& If I were to ask vou to assume that
that is a fact, that correspondence was received by
tz2e Commission in that volume, would that fact change

]
5
€ veur opinion with respect to the customer attitudes
7% that you have set forth on Page 147

8

a There is 3 good likelihooé that it
2 would, yes.

10 ¢ At Page 15 of your testimony you

11§l indicate that Metropolitan Ediscn's ®...current public
21 image is in dire need cf repair," 2s a2 result of the
BY 7M1 accident.

14 What specific features or aspects of

15|l the TMI accident in yYour opirnion are responsible for

i€}l Metropolitan Edison's lov publie image at the present
17!l time?

i8 h I woulé I guess characterize those
10| as twofold: COCne, the communications trat may not

20}l bave taken place; secondly, we have no“: locked in any

Z2i|| way at the guestion of fault, but I think the fact
;2! that the accident happened, that it hazpened in a

zgﬁ HetEd plant, certairnly is the sort of Zact that just
24£ Creates some very necative impressions ané reacticns.
2z e You say ycu yoursel: have not

MOERBACH & MARSHAL. INS. = 27 N. LOGCRKWILLDW AVE ~ HAIT ! SCURG, DA !ﬂ!l-———‘
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’
is addrassec the gquestion of fault in vour analvsis?
2 " A We have not. i
32 ; g Is that a guastion that vou intendé
45 to a;d:ess in the future and have simplv not dcne 30
Sh as of the present time, or do you see nc provision in
§|f your ultimate plans for addressing that guestion?
7 A Our study is focused, as most of
8| our studiss are, on looking at what th2 curreat
Sl situation is, and what the naesds of tha future are,
IQl end we have specifically outlineé in the recuest for

Propogals submitted by the Commissicrs <hat the Jquéest:zion

—_——= T

i1

12§i of fault is scmething that we would no= be addressing.
15 [+ Would you agree tha: the various

14

governmental investigatory bodies that have conductad

f
15i investigaticns into +hat accident have arrived at
6

oy

sudgments and conclusions witch Tespect to the relative

—

17! degrees of responsibility of the various slements or
15‘ portions of the nuclear indus:ry for the acecident?

19 A There have certairly bdeen a number
20| of reports witk a number of conclusionz ia them, and I
2:f would not try to summarize or puil those tocetkher for

23i you, if that is your question., .

22 2 D0 you max2 racommendations as to

|
N

0)

how Metrcpolitan Zdison could improve its public image,

q which is in dire need of repair?
[ MOKITALH 3 MARSHAL, INC. = 27 N LESTTWILLSW AVE = AARRISIURG. PA, B —
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! is required by intervenors?

o
A We would make==- §
Qo No, do vou make such recommenda- ;
i
tions? g
L We haven't at this stage. !
Q On Page 18 cf vour testimeny you

make the statement that "The unigueness of the acci-
cent reguires specific action by all parties

ipvolved. " and then Yyou name the parties that ycu
have in mind in making that statement. And you concluﬂg
with a reference to intervenors.

Whe are you making a reference te by i
your use of the term "intervenors”?

A Specifically I would think that we
were referring to most of the People that are repre-~
sented at the table here,.

o You are making a specific reference
there to the intervenors in this proceacding?

B This and similaz Proceedings, It
is a general impression that T would have thdt many
©Z the parties that would be intervenors in any
Proceedings are in some fashion or forn represented

here.

Q What specifiz action do you belizave

——— —— -

A I think that we don't 2nd we l
— M OVTEBASY O MARSMAL, ING. = 27 N. Lomowav:-n.\mmmo. FA 17112
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specifically didn't have anything specific in mind
tiere. I think that we would only hope that they would
continue to act in a responsive and responsidle
fashion.

Q Do you have any evidence or de you
have any factual basis for arriving at or forming a
judem2nt that the intervenors in this nroceeding have
not up to tiis time acted in a responsible fashion?

-8 I have no indication of that.

% At Page 12 of your :estimony vou
indicate that "...no one seems zo have identified an
altesrnative which would return customer rates to thei-
pre-accident levels.,"

By "pre-accident levels" do yocu mean
those rates which would have gecne into effect had
tihere been no accident or do ycu mean :hose rates
wiich were, in fact, in effect at the =ime of the
accident?

A I think I am referring tc those
that were in effect a:t the time of the accident. More
specifically, I thirk if one were to 170k at the table
that is inclucded in Mr, Hogan's testimeny which sumna--
izes rates, I think 2Zxhikit IV-2, that ‘ve are resally
talking very specifically abocut the corpeosite average

revente rate Ifor MetEd of $38.66 per megawatt hour in

e
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Q ATe Vou aware of anvone ia this
Froceeding that has recommended that rates be returnec
to such a level, the pre~accident rates?

A No.
i [} At Page 17, with respect tc your
¢iscussion with Mr., Barasch concerning the comparison
of Metropolitan Zdison's rates with other companies,

cther public utilicy companies, vou indicated that

& relevant consideration would be a coamparison of
Metropolitau 2éison’s rates with other utilities of

& similar nature, I believe,

Would you irdicate for me the characters-
istics that vou would take intc consideration in
Getermining whether a given publie utility was simila;
ia nature to Metropolitan Edison sec as %o warrant sucl
& cocmparison?

L Geogfaphical locatiosn in the
country, fuel mix, some sort of geograrhical base in
terms of customers per square mile, Those are ones
| that come to mind immediately.

o] Would you identify =<he public

i utility company that charges the higheu:t rates in

M the country at the present time?

1

A I believe it is Conzid. I say that
g——\:m@ & BARSHAL, INC. = 2 K. LOCKWILLOW AVE. = RARISBURGS, PA. 17112
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orly because I am not familizr with-=-if we said the

N

Continental United Stcatege-
e Yes,

3
4 A I am not sure about Hawaiian

electric and Alaska.

Q Taking into account the character-

5
¢
74 istics and considerations that vou have mentioned as
3|l being relevant to a determination as to the similarity
9fl of various utility companies, would you regaré

10§ Metropolitan Zdison as being similar in nature to

11| Consclidated Ediscn?

12 A No, I wouldn*t, excapt for the

3| general comment with respect to general geographical
14& location ia the United States, i.e2., the Northeast.

15 Q At Page 15 you iadizated that

15ﬂ ?...the Company has limited its clean-np efforts

17!| because of its deteriorating Zinancial position.”

Have you formed any judgment as to whetls:
such limitations have reached a point where the public
health and safety has been jecpardized?

A I don't think we were aware cf

2 anything that would indicate that it has been jeopar~
231 €ized at this point in time, but I thiak that as lexng
2“’ as there is uncertainty with respect to the condition

25 of TMI-2, that potential exists, and that is a

e

MIOHRBACH Y MARSHAL. INC. - 27 l. LOSEWILLOW AVE. ~ MARRISBURG, PA, 12112
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potential that we think needs to be eliminated as
scon as possitle.

o) Have you formed aay judgments as
to the reasonableness of those limitations or those
cutbacks in the clesanup efforts in light of the
financial resources available in Metropolitan Edison
&t the present time?

A I think I indicated earlier we thirk
thac. it is so imperative that +he cleanup effort move
forwaréd that we don't think there should be any
limitation there excert to the extent that we adhere
to a well-controlleé cleanup effort on a2 least
time schedule, and that is something Dr. Parente talks
more about in his testimony.

[+} I believe my gquestion referred to
the reasonableness of the limitations that have already
taken place.

A Well, I guess the guestion is if
there is any limitation that has taken Place already
that it is unreasonable.

Qo I think w2 are talking about +wo
different aspects.

L Vhat we are saying is if there has
been a2 cutback in the clzanup sfforts, that that shou’d

Dot have taken place or should not be zaking place.

MCERBACN & MARSHAL, INC = 27 N, LOSIOWILLSW AVE. = RARIICDURE, PA. MII‘—'—_—-_!‘
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11 e Were those cutbacks justified ia

72| your judgment, or have you formed any judgment as to

3 whether those cutbacks were dustified in light of the

4% financial rssourcas available tc the company at the

time?
6% A As far as I know, we see no reason
7} that they shouléd have been cut back 2t this peint in
8* tine,
5E “ I am sorry--
10{ A We see no reason fo- the cutbacik a:

tais poiat in time.

Bow, let me clarify that: If the need
were so great and the guesticn so grea:, thenm I think
it was inperative on the comgzany to come to the

Cocmmission o7 Commissions invelved to, in effect, sce

that they had the finmancial Tasources available to

continue the effors.

¢ Do I understand you:r testioony to

be saying that the cutbacks that have taken place as

in light of the financial resources avi:ilable ¢ the
company?

A Whatever it takes. v= nave T think

——

20“ of the present time are in your judgme:it not justified
1l
:
i
!
!
: stated Zfairly clear that thaz situatior c2anot contint 2
¢
|

to exist and shoulé not exist today, arc I think that

k——-:wmommm—naumm:-wmuu g e —
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25“ cleanup effort, and the amount of money reguired, the

we are dealing with reasonable and responsilble Pecrple

——

eénd if to avoid those cutbacks it mean= ceming to
this boly tc get the funéds that were necessary, it
weuld be haré to believe that this bedy would not
respond in a responsive manner to insure the public
health and safety of the people of Pennsylvania.

o What opinion do you have with
respect tc the fact that the company has not, as of
the present time, come to this Commission for addi-
tional funds Zfor the purpcose cf iis cleanup efforts?

A We think--and I guess I have said
it once-~-we think that is a need--that if in fact
there was a determinaztion that their financial positicn
vas in such straits %hat they needed to do that, then
they should have done that.

Qe Is it your cpinion “hat that pcint
has been reached?

A We haven't addreesec the guestion
from that particular guestionm. I think as exemplifiec
in Mr. Eogan's testimony again, the financizl positio:
at any one roint in time of +the company consists cof
any number of variables.

The cleanup effecrt is cirzainly one of

those variables. To the exten: th»s+ expediting the

MOVRRACH & MARSHAL, INC. = 27 2L LOCIOWVILLOY AVE =~ HARR'EDBURS, PA. (7512 —
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amount of mcneys tc continue the cleanup affcort in tae

()

least time scheduls, at least on the basis we lock at

Y it, is a relatively small dollar amount in relaticn i
¢y T the companv’s overall neseds.
L I thirk we talk about in 1980, in both
5J Dr. Parente and Mr, Hogan's testinony, the extra needs
7' ©f about $22 million to proceed aleng the least time
3& schedule. =etEd's share of that would be approxi-
9l mately ten or eleven million dollars, azd that, at
IC; iecast in terms of the company's current £inancial
111 Fosition with its current credit .iimits weuld aot, ia
12' e¢ifect, put the company in a bapkruptcy situation, at
13'1 least az we understand it.
14 ¢ S0 you are suggesting that the
15 additional rata relief required to accomplish the
16: cleanup teo which vou make reference on Page 1% of

)
17} ycur testimony may, in fact, not be necessary?
18 A I think that our testimony is

iS}| Pretty clear that the company‘’s fimancial position

20ff today is very tight, and it iz =o tight that the lave]

;11 0of relief that is needed again is a vary complex issne,

t
2:: and I am not sure that I have answered your cguestioa.
'*? I have tried tec. |
}; Maybe you could restate it so I can t:v

1

35ﬂ to specifically answer your guestion,

i

h——-——_.‘.‘.“ﬂ":’l.lﬁm ING. = 27 N LOCXWLLLOW AVE. = LARNISSUARG, PA, 172D o el
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Q Well, I believe you indicateé +that
iz yeur judcment the incremen=al amounzs necessary to !
cccomplish the cleanup on an 2xpedited basis, which
is what ycur report recommends, is a relatively
small amount Iin light of other financizl considerations
and my followup question to that is whether or not, on
the basis of that judgment, you felt that the addi-
tional rate relief that you indicate might be reguirec
to accomplish the cleanup may, in fact, not be neces=-
sary?

A Well, I don't thizk that we have
indicated & level of rate relief that would be re-
guired, so without having dene that, I am not sure +thet
I can answer your guesticn.

HR. BOWERS: I have nothing further.

THEZ CEAIRMAN: Mr. Gernish.

BEY MR. GCRNISE:

Q Mr. Wheaton, nmy name is Gerald
Goraish. I am counsel for Citibank and Cheriecal Zank,
which as ycu probably kncw were the agants for the
lenders in this matter.,

Mr. Barasch asked you sone guestions

ing my clients on Page I-13, whe-z you were

(AN

ragar

H

aking comments on what is responsive ané respensiblie,

Let me ask you this: Is i+ responsive

MOHRITAZE O SARSHAL, NC. -2y =, L‘mw_b!l’. = HARR!IBURG, 7A 17152
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15 and responsille tc anyeome for a bank %o loan noney

Zg without some assurance that it will be rapaid?

3: A If they are locking for charitable

4“ cocatributions,

5, [ I said loan.

61 A Well, you can give a locan and then

7! plan on writing it off and I suspect p=2rhaps treat it

31 as a-=-

9! e But otherwise it would not be

10; responsible or responsive to anyone?

11! A No.

12' o} Is it r ponsible and responsive tc

13? advise the public, for a bank to advise the mublic

14? what Iits concerns are with respect to an outsianding

lsa loan rather than tu take action whichk =hen may be

1ei detrimental to the borrower?

17’ A I think that anyone who services tk,I
public utility industry takes on itsel? a2 ce;tlin |

E &
SXSTtzgtwoo s gacs

respoasibility and that is to Play the game, if ycu

zoq will, by the zame rules that the utili«y has to plav.
zzi In that context, I think is is absolutal;
22: necessary taat banks, in effesct, in a szituaticon like

]
"1

You are referring to nake thoce positicnz krnown.

To déo otherwise would be to not under-

¥
..
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cperate,

ol So when the zanke took whatever

Fositions taey talie hers to the Commission, would vou

P A - ~‘.¢t-.-'"’

£ay thay are acting responsibly?
A fhat is our tes.imony, ves.
' o] On Page I-l7 you were asked

Gueetions I believe~~I am not sure I have the right
page--at some point you were asked about the highest
rates in the country anéd what relevance they have.

Do the range of utility rates throughout

the country In your view have any evidence zs to what

————

is a reasonable rate?
KR. BARASCE: May I inquire of Mr.
Gornish whether he :is asking this witnezs for a legal
cepinicn when he uses the phrase==-
MR. GORNISE: I am asking hinm as some
” scrt of expert in ratemaking, not as a legal conciu~

sion.

MR, BARASCH: Madam Chairman, we have
been over this territory before, but I don's believe
the witness has demonstrated any competence to testify

&8 to the resascnableness of rates.

el e e ——

THZ CEAIRMAN: Mr, Russelil.

MR. P, RUSSELL: I thiank as Mr. Gornish

e s - -y

’ has explained his question, that as I understand it he

MOWPDACH & MARCEAL, NG = 27 N. LOSAWILLOW AVE. = HARR'STURG, PA 12
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.4 v© the extent that you want to ask him guestions relat-

Wheaton = cross 3279

iz not asking for a legal ~oaclusicn of reasonableness,
I talink that !r. Wheaton is gualified %o answer the
cuestion,

TSE CHAIRMAN: As I understand what Mr.
Cornish indicated, it is that he is not asking for a
legal opinicn but an opinion of this witness as an
expert in ratemaking,

Now, is that what your witness is? Eave
you gualified your witness as an expert in ratemaking?

MR, P, RUSSELL: No, we have not
qualified him a3 an expert in ratemaking, but I think
he is gualified as an axpert in the cperaticns and
that includes the rates of Public utilities in the
United Statss,

THE CHAIRMAN: #r, Barasch.

MR, BARASCH: Madam Chai-man, ycu were

anticipating exzactly what ny next objection was, Lecausd

- — - o -
M.zzwm

even if it is not a legal conclusicn, I don't think
the witness has been showa to have any competence in
ratemzking standaris or anything of the sort.

THE WITNESS: Can I ccmment?

THE CHAIRMAN: 7To the ex“ent that his

comments were within the realm ¢f manacerial Prudence,

P %

-

ing to his determination of managerial prudence, I

HOHIRACH 3 MARSHAL, INC. = 27 J. LOSSWILLOW AVE = RARRSBURG, 2 L 17112
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think, you know, you are within the sccpe of his
testimony. But I den't see whare he has been gquali~-
£ied as an expert in ratemaking.

MR. GORNISE: Or in rates,

TEE CEAIRMAN: That is correct.

Counsel has indicated as such <hat he
is not.

MR, GORNISH: Then I will withéraw the
Guestion.

BY MR, GORNISE:

o I think you were asked guestions
alsc by Mr. Barasch with relation to vour study set
forth on I-5 and that is to evaluate ell preactical
opportunities for providing ratzpayers with lover
rates and better service.

The word "practical® is :in there, is
it not?

A Yes.

Q On Page I-17 vou stite that the
first ®...s%ep is to allow TMI-l to reiurn to sgervice
as soon 2s »cssible.”

Mr. Wheaton, in your viev, what will
happen if T¥I-l does not return to service?

A Well, the company will continue at

least in the short rua until they develop altermative

HCHTBACK & MANSRAL, INC. = 27 K LOCKWILLCW AVE ~ HARF SDURG, PA. 17718 =
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-

souzrces TO generate power and continue to have sub-

stantial replacement power cocsts,

(5]

2 In your view, would it be likely

L T
—S T

they would be in a position to repay their lecans to
the bank?

A It would depend on their financial
position.

Q Wall, if T™MI-1 does not return to

———

service, wonlé that affect their fimancizl positien?

N It certainly cam. buat I think that

B w o 9 oo unn &

ﬁ is part of what we have referred to 2s the need to

&

cevelop long-term solutions to the proilem at hand.

If ™I~-1 is not returmed to service, it

G

i4 certainly iz gecing to create a situation that is

3 gocing tc reguire resolution Dy the ceompany and the

16|l Commission to determine how to proceed.

17 o Is your study going tc comment ou

18| that possibility or ism’t that part of yeur study?

15 i I guess in large part, to the exter:
20‘ that it would be helpful fer ocur study to respond to

21|l that question, may in part be catermin-d by the

s

proceedings taking place here. And wi“h the curren:

i3

schedule, with a decision comizg out oa Y¥ay 23 and :zhe
i

£l fact that cur study would not be complated uvntil

to

25|l August or September, we would certainlv have the

WCHNBATE & GARSHAL, TG = 2 N LOCKWIIOW AVE. = HARIWUURG, PA 17110 e
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benefits and the value of assessing the decisions that
are reached here in terms of how it impacts the
companyv’s future.

[+ Oz Page I-15, you state that °The
return to service of TMI-l and the resultant decrease
in replacement power costs has & greater financial
impact than the inclusion or ezxclusiorn of TMI-1 ir
the rate base.®

What financial impact does the exclusiocn
cf THI-1l from the rate basc have?

& I think Mr., Bogan can better answer
that question specifically, but I believe on one of
his exkibits it ipdicates the financial-  impact of
the removal, at least with respect to revenues, and
my reccllection is it s in the 27 or 2% million dolla:
rancge. ’

Q I think that is correct.

Would it have any other financial impac:?

A Well, I would refer tc Mr., Dewev's
testimeny. It certainly indicates tha: the banks
have clarified some concerns in terms of how they
vould react to the removal of TMI-1 fr-m the rate
base in terms cf vhat their perception would be of
that sort of regulatory ruling.

e Would it a2lso have any impact on

MORKRBACN & MARSMAL, INC. =~ I7 K. LOCTWILLOW AVE. = RARRITTURG, Ph 17118 se——



Wheaton - cross 3283 -

1l the ability of the utility companies te gain access

2] to the outside capital markets in terms of coverace?

3 A That is certainly a pessibility.

- 0 You don't know specifically?

3 A Well, I think again--

6 e Or should I be asking that of

7}l someone else?

3 A I think both Mr, Dewey and Mr.

X Hcgan can have scme comments on that, LSut I think that

10L 48 a general ccmment, our approach to the financial

1i}| area has be2n one that because of the cdire financial
12 straits the company is currently in, tc assess and
LDl addrecs the current needs of the company just to

4|| continue to exist. That in itself is o situaticn that

A I forget. If they c¢id, I thinak
that-=-and I don't think that they d4id, but Mr, EHoga:z
Or Mr, Dewey can address thas specificailv,

MR, GORNISHE: Okay. Well, I will save

25|| =Y questions for them. Thank you very nuch.

MOFRDACH & MARSHAL, INC. = I N LOCKWILLOW AVE. — HARR STURG, PA. 17112
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THE CEAIRMAN: Miss Dufour.
BY ¥MS, DUFOUR:

S Mr. Wheaton, mny name is Louise
Befour. Tepresent some eavironmental ratepayers.

Can you tell me how your company was

selected to perform this audit? Yor mentioneé bidding

here. I am not familiar with the process,

A My ¢time periods may be off somewhat,

but on or around the middle of September the
Cocmmission stcaff issued a request for preopesal to
selected management consulting firms tc submit pro=-
Posale to perform the aundit,

We submitted a proposal cn November 1.
Subsequent to that submission of that prepossl, we
2né other consulting firms were then interviewed by
Commissicn staff and evaluated in whatever fashioz
or form they use, and subsequent to that we were
notified that we had been selected to perform the
andit,

e Can you tell me how nany utility
holding companies there were with nuclecar facilities
ir the United Stztes?

A I don't specificallv know the

Q Roughly, just to give me some idea.

- IM.MM-'IW‘“-WMP&'””
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-
1

i i I don't know,

Zﬂ o} At the top of Page I-§, can you
3§ explain why you have these two notions linxad?

- A Why we have what?

3 [+ Why you have these :wo sections of
§li the sentence linked., Are you referring specifically
i/l to nuclear Piants? Is there something about nuclear
3& placts in specific?

2 2 I am not sure where vou are.

19l o] The very top of I-8,

11_ A Yes.

12A 1 The first paragraph there,

13] THE CHLIRMAN: WYould you just read the
Ié] section. That will clarify it.

15| BT MS, DUFO3IR:

15 ¢ "Identificaticn of =~orporate

17} organizaticn changes that would improve MetEd/GPU's
ability to operate its nuclear plants 2nd meet its

19f{ cash and earnings needs."

20 I don't understand the 3juztaposition in
21! that statament. i
22 A I Delieve at the tin: the letter
22|l was written by the P.U.C. audit staff, the ccmpany

24! at that stage had only made Preliminar— anncuacemen:s

25{ with respect to reorganiziag its nuclear organizaticn.

m.mm-aamm-mamunau———l‘
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I suspect in looking at the statement

el S —— .—-J

noew that certainly the staff was interested in terms
cZ how that organizatien might be set up in terms cf
vhether it would have any impact on the financial
aeecds cf the company and that is the only reason that
I can think of that particular linkage,

) Okay. Thank you.

What was the nature of your interview
at the Lieutenant Governor's 0ffice?

A The nature cf the interview there
wag to try to get an zssescment of cercain issues that
veé thought needed clarification with rsspect to how trs
Commonwealth of Pernsylvania was, in fact, looking at
the GPU situation.

¥y revollection is that there were two
epecific issues that we vere interested in pursuing
at that oeoint in time, and One was with respect teo
whether, in effect, appropriate provisions existed to
deal with any potestial civil disturbances or ecivil
disobedience situations that might resuvlt with respsct
to the situation at TMI.

Secondly, we were concerrned,as is poirtel
out in D>, Parente's testimony. with determining iZ,
in effect, zhere was =2 bankruptey with respect to GPU,

was the Cezaonwealth of Pennsylvania preparel to take

-

maowm-onwwm-mn .




Wheaton = cross -3287

P8 )

(]

L
g e e srnamees acs

—_—

E B o o ~ oo n &

e e i e

&8

R

any action %o contizue ths cl2anup affs.ts.

o} And whet was the Commonweal:h's
Jespornse to chat?

A The Commonwealt!'s response to +that
was that they, in general, felt that if that were %o
happen, they anticipated that the NRC would have the
respensidbility for the cleanup effort, and as Dr.
Parente's tastimony points out, when we asked the NRC
the same quzstion, and 1 forget which cne we askeé ihe
guesticn first, but their answ.r was =hat it was
their anticipation that the Commonwealth of Pennsyl-
vania weuld assume the major responsibility for the
cleanup.

[+3 Are you aware that the NRC Director
¢f Cleanups has stated twice, only yestercay most
recently, that the NRC will run TMI if MetZd goes
inte bankruptecy?

A Ne, I am not awvare of that,

43 If such a2 statement were made, would
it aifect your view of the extreme situation we are
in right now as ratepavers?

. A It would certainly cive us scnme
confusion==-
MR. S. RUSSELL: 1I think there is some

confusion here. Are you talking about ruaning TMI-1

SOHRBACH & MARSHAL, (NG =~ 27 N. LOCTWILLOW AVE. = HARAR /SEURG, i, 17112 meem—
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cieaning uvp TMI-27

¥S. DUFOUR: Cleaning up T™MI-2.

THEZ WITRESS: It certainly would give
us Zome zeasure of assurance chat a2t least somebuoiy
bad given some foresight to respondiang tc that si‘ua=-
tien. I think that we woulé be very interested, and
I say we, not my firm but the parties in this situva-
ticn would want U make a determinatior as to whether
those plans to handle the cleanup were going to be
cdministered in a fashion that was ia the Public's
*est interest.

EY MS, CUFOUR:

o1 In regard to foresicht and
reasonableness of the management activities in dealing
with this situation, do vyou feel that “he cempany
should be pursuing other avenues than +<his forum
actively and progressively right now?

A To do what?

e Pay its bills. 1If “he company is
cperatiang prudently, if its management is lecocking to
Lelp its stcockholders out and its raterayers out,
aren't there other avenues that it ecuunld be pursuing
éggressively right now that they haven’= approached?
You are speaking of Iorecight ané in

¢stermining where we get to the PJM pocl, locking to

__m:&mm-zumm-wmvg m

”
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3“ the problem that we will have to deal with if there
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If the company iz loocking ocut £or its

cwn best interests and our best interests, shculdn't

o

5“ it be lcoking somewhere else other than waitiang feor
6| these heariags and holding us on the line right now
7| so that these avenues are open for all the parties to
3|| be dealing with? Is it the company's resporsibility
9ﬂ tc apprcach the federal government?
10 A I think that they have made efforts
12y iz that respect.
2 Q And what came of their efforts?

A I thirnk we are sitting hers today.

I am not aware of the success of those 2ff erts, but I
think as an example, the naming to their 3card of
Directors cf the former Assisztant Secretary of

Energy certainly has provided the Board wiczh iasigh:s
in terms of the availability of possib’le funding with
Tespect to the Department of BEnergy, for exanplie.

c Do you yourself Rknov adbout the

m“mm

21 Frocess iavolved ia acquiring federal aid?

22 & No.

23% Q Dc you Xnow how lony it wovld zake
.l for the PJM system to prepare to accomrodate zome oI

zsl the posgibilities mentioned in their testimony, ia that

MCOHTBACY & MARSHAL, INC. = ¥ 5§, LOCXWILLOV/ AV — RARRISBUNG, PL, 17192
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lietEd weould continue to draw Power and nct pay its

-
SRS R i

27 vills?

3“ & I would prefer that vou ask those
4ﬁ questions cof Dr, Parente, who is much more proficient
Sg iz that arez than I am.

éh a Is it your opinior that cause has
7| rothing to do with the reasonableness cf high rates?
8l I That cause--

£ 4] The cause for aigh ~ates, the reasca
IC|} that rates neeé to be high.

11“ A I-=

o) e In your testimony ycu are suggesi-
IB3fl ing that if MetEd gets higher rates tha+ might be

14# ckay, because there are higher rates z-ound the

il country, and that might have scmething to Go with
il tke company’s inability to get federal aid.
17 I am asking if the ressons why this

I8}l might be necessary are important to you?

e b Sure. I den’t think any of ns want

20{l to bhave higa rates.

21 2 Do you know what reason there is

2;? that other utilities in this country have high rates?
23& A We certainly nave some impressions
243 28 to why rates vary from vlace to Place and company

i

25{ te company.

MOHTEBASY I K/RSHAL, INC. = 27 X LOSXWILLOV! AVE. ~ RARRISIURG, PA. 17712
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1' MS. DUFOUR: I don't have any more g
2% cuestions,

3 THE CHAIRMAN: I think since the nooa
4|l bour hZas arrived, we will take our braa: fer lunch

5 now.

[ Mr. Wheaton, you will return, will you
7% not, because I think maybe the Commissiocners mav have
8{| some questions of you.

9? We will break and come back at 1:15.
10 (Luncheon Recess at 12:10 p.m.)

|

12
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7 LFTERNOON SESSION

! 1:15 P,M,
24
3

i
4 THE CHAIRMAN: Commissioner Taliaferro,
5“ éo you have some guestions of the witness?
€ COMMISSIONER TALIAFERRC: VYes.
7

««s PERRY L, WEEATCN, baving been
3
Jreviously sworn a2s a witness, was resumed
o
and testified Zfurther as focllows ...
10
11 CROSS~EXAMINATION
COKNTINUED

12
w3l COMMISSIONER TALIAFERRO: Mr. Wheaton,

14! I would like to go through a2 few points with you.

i5 irst of all, would you plaase explain very specifi-

16l cally what your role in the study was?

17

18. for Theodor: Barry & Aszociates with respect to the

i
I THE WITNESS: I am the Project Manager

2 study thet we are doing. 1In that context, I have
20 cverall responeibility for Planning, scheduling,
21 and directing the work and have responsibility in an

{ cverall sense for pulling the results together =znd

<y

vl dirscting the individual team members vorking on the
i
i

241 audit,

25 COMMISSIONER T2LIAFERRO: Okay. You

MOHRRACH 0 NANSHAL, INC. = 27 I LOSYSLIOW AVE ~ RARNISEURG, PA 17152
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i

1” starc off on Page I-6, the answer to tihe guestion

Hy

i1 ascut the objectives of the study stco=t3 off %as

3| eriginally structured...®

-

There is an izplication that there mav

have been a change since originally started. Was

4

3

6il there?

7 THE WITNESS: There has been cne change

8 specifically to date in the zontext of meeting tle

9| especific needs of the Commission's Staff. Shortly

O} after the start cf the proie~t, .ne items that were

11}l menticneé on Pages I-7 and I-8 were identified bv

2} Commission Staff as those that would be of initial

L} impertance and, theref 're, should be a-eas where we

14| sheould concentrate our sfforts,

15| Bacause of the unigueness of this study

16}{ in genaral, cur relationship with the Commission's

17|| 2udit Staff and understanding is thac :here is a need
tobe very flexible with raspect to wha* the entire

18
19} study will encompass, and by that I mean it is uncer-
20

stood by both parties that because of :he aniguenessy

a1 c¢f things there may be develcpments that occur that

22| may require our specific addre .ing of <house izsuass.
33! In that context, zhere hare been chanyes
244 in prioritiess in terms of what we have addressed

25| izitially and, secondly, there is the possibility that

MOKIRACH & CARSRAL, INC. = 27 R, LOSY VILLOW AVE — HARF (SBURG, PA. (7113 - —-‘
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the Commiszsion’s Staff or the Commissicor may direct
tz to focus our efforts in arzasz other *han generally
€2t out Iin tke orig¢inal proposal and contract, and
that is something that we are fully avare of and are
rzady to be responsive in whatever fashion we can be
to the Commission's needs in this regard.

COMMISSIORER TALIAFERRO: Okay. On Page
i=8 I just want to repeat some of the lancuage. You

-

telk about in the ansver "In cempliance with the FRFP,
¥e are conducting this study in twe phases.®

Then, if you jumy to the botteom of the
Page, you talk about the reconnaisance. The Bxhibit 1
indicates that that is about the only »hase that you
completed tc date, the reconnaisance, anéd I am
interested in getting intoc more specificity as to
what that reconnaisance is.

Starting on Page I-9% you list the four
poiants, "Ccnduct an orientation of majer functional
areas to obtain first-hand knowledge," et cetera.

Can you give me more specificity inm you:
definition of what orientation is from a furctional
point? What are you édoing?

A Certainly. We have identifiecd in

_1 eer criginal proposal six major functicnal areas of
1

the company. Those gix areas were corporate plaaning

momm-guwmz-mmzuammu

V———

——
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il and finance, power preduction and operaticns planning,
2|l fuels management, corporate services, customer

3; oreractions, and engineering and constructica.

4 Iz the crientaticn or reccannaisance

5| period that we have had tc date, we have performeé work
6l in five of those six areas specifically. We have nct
7]l 2t this stage done anything in the so-called corporate
8|l sarvices arza, and that has been done with the

9| knowledoge of the Audit Staff,

10 ¥Now, what we have done in each of those
1i}l areas to give you a very guick review in sach arez, is
12y that is what you would like, taking them cne by cre,

13} in the corporate planning and finance area, in Mr.

14}l CTogan'’s testimony, and he car aanswver specifically, if
15§ you want more specificity in this arsza, but generally
16!l speaking in this area we have reviewed the organiza=-
17/l tiomal structure.

18 We have reviewed the methods that the
19| company uses to do its planning process. We have

20{| locked at the sort of financial models that they hawe
211l which are uzed to develop their financial fcrecast

22! and we have as part of both Mr, Dewey's and Mr. Hocgan's

work spent a great deal of time with the Fipancial
24 community to get an uanderstanding of their perspectivs

25 in terms of the company's financial ne is.

MCRREBACH & MARSHAL, INC. = 27 N. LOCEWILLOW AVIL = HARRIISURG, PA 177 12 ce——
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We have, as illustrated in Mr. Hogan's

-t

Zq tastizony, reviewed the company's financizl aszsumgtions

that wers the basis for many of their »resentations in

w

4|l this case ané come up with our assessment of these

S| issues.

GW In the power production and operations

7~ planning area, Dr. Parente will address specifically

€l the work that we have done in this area, but specifi-

Alg ]

calliy our focua here has been with respect to the
ICi| cperational aspects of TMI-l and 2 and also reviewing
11| the arrangements, finaacial and operating, of the PJIM.

2 In terms of the fuels management area.

-~ | our expert in this arsa has had z number of interviews
i4|l with the company’s fuels procurement psople. ¥e ha7ve
5| reviewed specifically because of the uzigueness of

16l this case, azddressed areas of whether “lhe company is
17| Pursuing all of the major efforts that it could, to

1§} cbtain significant cecst savings,

1€ In the customer operations area effec-
20§l “ively our work to this point in time 2as consisted of

touring the two Pennsylvania ccmpanies, that is

zzi‘

22' Panelec and MetBd, to gain an understanding of how
2;! tnose cperations are currently run, to see what prok-
2+§ lems mey exiest in those operations, to see what sor:
25; of opportunities may exist, in terms of improving tae

KOARDSASH @ MARCHIL, INC. = 27 M, LOCKWELOW AVE. = HARDISOURS, PA. (7712 wismtma]
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cost effactiveness as well as the ser-vice levels in
those operazions; and as indicated before, part of tiaat
review has also entailed discussions with the
Commission’s Bureau of Consumer Affairs.

In the engineering and construction are:
we have specifically addressed ocur work in that area
to the company’'s major engineering and construction
activity at this point in time, which is the TMI-=2
cleanup activities.

At this stage with the conncurrence of
the Agdit Staff, we have proceeded to do more work in
that area in terms of reviewing the project managemen
techniques as well as the nuclear organizaticn that
exists at the company to, i. effect, determine how
effectively the project management systen is perform=-
ing and tc determine whethear there are opportund :ies
f£or inpprovement there.

So the process in performing in each of
these areas has been to review frem a top=-down
. Perspective those kxey individuals within the company
who have operating responsibilities in those areas to
, determinre what areas of improvement z2re most likely
i to be helpful to the ratepay2rs and ithe Commissien |
as well as the company.

From that we expect and have not yet 5

MOMNRRLCH & MARSHAL, INC. - 27 L LOCEWERILOW AVE = HARRISBURG. PA, 412113
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]
13 comrleted this, but will be develeoping finalizeéd wo=k
2? Flans for the remainder of tihe work that would be

3“ Performed in the so-called Phase 1 portion of the

4 audit,

5{ COMIIS JIONER TALIAPERRO: Ckay. I am not
6} SC¢ nmuch interested in what is coming as what is here.
7& I don't see, although I know that the

8l cthers testifying do indicate generzlily who they spoke
€! to, but perhaps this should be adéresseé to counsel:

10 Iz there going to be a list of wvho

11§ &ctually was interviewed? I am particularly concerned

with the outside banks and the financial community.
Who was spoken to if i+ is other than Gilham and
Clifferaz

TEE WITNESS: Sure. Mr. Dewey can answer
that specifically, but it includes the rating agencies.
It included cne of the other lead banke. It included
the investment bankers, and there were others, includ-
ing the pubiic accounting firm which hiadles GPU's
activities aré those are the ones that ccme to mind
immediately, but Mr. Dewvey as well as lr, dogan can
further amplify cn those people that they may have
se2n and talked to,.

COMMISSIONER TALIAFERRC: Alsc on Page

13, I am concerned with the conclusion that the pnnko'

HW@!.U"'&M’D&W‘V&-M'LME - —j
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ctions were responsive and resporsible.

To your knowledge, were any other banks ’
cther than those who actually saw the revolving credit:
egreement aprroached and refused to participate, do Jcu
know?

THE WITNESS: I am not aware of any, but
You may want to ask that question of Mr. Dewey. BKHe
may know ofe-

COMMISSIONER TALIAFERRO: I mean fronm
vour knowledge.

THE WITNESS: Not that I am aware cf.

COMMISSIONER TALIAPERRO: Did any of
those who did sign indicate initially :hey were
reluctant?

THE WITNESS: It is my understanding=-
again, Mr., Devey can be mcore responsive to your
question~-it is my understanding that =here was a
great deal of difficulty in what I wou.d call pulling
together the deal to get everyone to participate.

It is a general feeling :hat we had,
and this came from both the public accountants as
well as the various people that we tallied to that
the actual effort that tock place to gnt the rewvolving
cradit agreement was one that raquired a great deal or

work and cooperation and participation by all parties

-
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invelved, and I think that the feeling we also have

2
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frox the banke there is that they thought that the

Commission staff were helpful to the extent that they

(5]

could be in on that proposal.
COMMISSIONEE TALIAPERRO: 1Is it your
taderstanding as project manager that the fimancial

arrangement is a f£irst of a kind? Is +that arrangement

unigue to banking history? 1Is it a first-of-a=kind

financial arrargement?

e

THE WITFESS: I would prefer vou ask
fl that questisn of Mr. Dewey. I think he can be more

reeponsive,

': e = t; w o o~ an Wn O

I am not aware of any cthers, but Mr.

14! pewey may e and I think that he may be a>le to be

5§ more helpful tc you in that sontext than I can.

i€ COMMISSIONER TALIAFZRRC: I have no

17! further guestions.

1& THE CEAIRMAN: Commissioner Johnsoa.

i COMMISSIONER JOHNSON: Good afternocon.
20 Mr. Wheaton.

21 I have read your testimony with a great
22!l Geal cf interest and I have listened to Yyour respcnses
23: here today with even nmore interest,

i4| Mr. Wheaton, how would you characterize
25| Your role as a witness here today in terms of what is

HMOSTBACH & NARSHAL. INC. = 27 F. OCXWILLSW AVE - HARFISGURG, PA 72
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it that you are intending to accomplish on behalf of

73647

et —.<m

THE WITNESS: Well, I think that we
feel that our role here is a very uamigue role, and we

have approached our work with I think a great deal of

i
2
3
4
5
S$l| humility in terms of trying to assess the very diffi-
?ll cult situations that face the Commission as well as

8l the company as well as the ratapayers at this point

9% ia time.

10 Because of our role of werking for the
11}| aéministrative group cf the Commission and not playing
LRjj &« part as either a part of the Prosecutory staff or

i3 representing the company, we have, in effect, tried %c
14j| pull together information as best we can and to assess
1S§ taat to provide You an indepsndent ané cbjective

16| analysis of the situation as we see it.

17 in that context we certainly don't pus
18l ourselves in the position of Lsying *o make any

19§ decisicns for you, but to put forward lor vour con-

20| sideration those facts and asseesments that we have
21‘ bPeen able to make which we think might be helpful %o
221 ¥ou in the deliberaticas that you in effect arz going
23” te have tc make decisions on.

24| COMMISSICONER JOENSON: Mr., Wheaton, tkhat

25| Pretty well sums up what ought to be the role of the

MOHARACH & MARSRAL, INC. = 27 N LOCIWILY OW AVE. - MARRI/SBURG, PA. 17112
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mapagement audit group in any situation, be it objec-

i
|
|
\
|
i
3" What reole do you personally see yourself

2l cive, toc tell it like it is.

4; playing today in the presentation of ycur testimony?
Sl what are you seeking to accomplish, what area?

5L THE WITNESS: Well, essentially we have,
70l I thipk, tried to address two or three major zreas,

€|l the first one being the very difficult financial
§| position that==-
10

“ COMMISSIONER JOENSON: That is not what

11} you are asszigned to today, is it?
THE WITNESS: Dc you mean me personally

2
LY zs opposed to my group?

i4} COMMISSIONER JOHNSON: Yes,

15 THE WITNESS: Or TB&A?

16 COMMISSIONER JOHNSON: I am talking

17} about you, 4r. Wheaton, as an individuzl, represanting

18{ TR&A, but if'thore are four of you prepared to give

18|i testimony, each of you has something else to do.

20 What is it that you see vourself as
setting out to do?

22 i THE WITHESE: To provide an introductior

23 in terms of the work that we have done and to provide

24“ & summary oI the efforts of the other <hree indi=-

25ﬁ viduals.
m.mms-n;m&n-m&ntmn————i
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COMMISSIONER JOEBNSON: Tine.

You make a number of interesting state-
meats. I am going to call your attention to some of
them.

On Page 13 you say, ®The Company's
assumption that T™I-1 will return to service by
January 1, 1981, appears to be overly cptimisti, a;
pcinted ozt in Dr. Parente's testimony. Lilewise, the
Company's assumption that TMI-2 will return to service
in June, 1333 appears to be unreelistic.”

Yow, on Page 16 of your testimony you
say, "The NRC needs to expedite its decision precess,
adbere to hearing schedules and minimize regulatory
lag while continuing to Protect the public health
and safaty.,?

Then on Page 17 vou talk about generally
GPU's financial status and your characterization of
the relative level cf ratss intrigues me. You make
the ctatement that *Mr. Hogan's testimony indicates
that even 1if 211 of the Company's curreantly xnown
financial ruquiremeants were funded by ratepavers MetZd
would still 2ot have the highest electric rates ia

the country,” that is including clearn tp and everytkin

else,

You again at Page 18 refer tc the need

o—

Y.OKRBACH » MARSHAL, INC. = 27 K. LOCIWILLOW AVE ~ HARRISIURG, PA. 17112

|\‘/



Wheaton = cross 3304

!
1} for the Comxission anéd the Company to “...evelve an
Zi epproach which will provide assurance of delivery cf
3| elactric service to ratepavers at.th. lowegt possible
4’ cost.® Tou say “Currently, that plan does not exis:."®
5 Then at the close of your testimony on
GL Page 19, there is a comment °The Commission, GPU and
7“ the NERC shoulé take leadership roles with respect to
8i expediting the clean~-up of TMI-2; if additicnal rate
91 rellef iz required to accomplish the clean~up, it
10; shoulé be granted in the interest of public safety
Ilﬁ even if such action is beyond the ncrmai reguliatory
12)) resporsibility of the PUC.®
13 Wow, you assess the respcnsibility
14‘ betwveen twe groups, i: seems to me, the NRC, which
5% you just refer to and don't go too far. but vou have
16| @ lot more fun with the ratepayers., Ycu have indi-
17|l cated that in every financial problem “he ratepayer
18]l i= the key to the entire problem.
19 Is that so? Ee provides the source

20} fcr money?

21! THE WITNESS: Yes, unfor:unately.

22 i COMMISSIONER JOENSON: And yet vou sa‘
23y that we must not lose sight of the fac: that it is
24|| everycne's responsibility to try teo accompliish a

25 system which would produce the lowest possible rates.

-
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You sadly acknocwladge that that accord
€T sycten does not yet exist., Do you <aink that only
the ratepayers have a responaibility toc meet these
needs, the cleanup, and for zverythinag else, the
Purchased power and so oa?

THE WITNESS: Unfortunately, and I use
that term again, the current financial status of the
company certainly makes it very difficult, if not
impossible, for there to be another source other than
the ratepayers at this point in time.

I guess that is the guandry that we
are in. The comrany'’s current financial pesiticn ia
such that there is, vou know, no mon_ey to be taken
from stockholders at this poiant in time, for axzampie,
€3 another source., W%We have a company *that really
can’t go to the public markets at this point in time t>
raise additicnal funds.

Their ability to earn monev is certainly
in a standstill position at this stage. ¥We have 2
situaticn where we have a2 company on the verge of
Bankruptcy potentially and in that conrtext it seems
that the onliy source cf cash--2nd our focus has been
cn cash here~--is through revenues, unlass there is sor 2
cther sort cf relief that could be arrang~d.

COMMISSIONER JOENSON: Don't you think

MONRBACH 3 MARSTAL, NC. = 27 M. LOGKWILLOW AVE. «— NARR!IBURG, PA. 17172
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in the testimony, would anticipate tha: aze the study

tLaat your attlitude, ycur sclution, is like the mount:aia
clilimber whe.vwhan he was asked why do vou waznt to ciimb
that mountain,. answered "Beczuse it is there®? I
taink it was Mount McXinley. I cuess sc. "Because .t
iz tnere."

Maybe the ratepayer is the most availablie
of resources. Ee iz there and needs the power?

TEE WITNESS: In the short run. Part
of the thing which we haven’t talked much about todav,
end we nave locked at in going throuch ozr roconnaisar:?
orientation period, is wheth2r there are opportunities
in teras of significant ccst savings that we couléd, irn
effect, identify in the time period thot we have had
today that would be helpful to the company and the

rzte .ayers in terms of the long run.

We certaizly, and I think we indicated

Proceeds that we will identify cost-saving opoortuni=-
tlec that will in effect provide bepefits toc the
ratepayer and the compaay.

Cur evaluaticn of that, however, is
that the macnitude of ;hose potential savings is nc:
such that it will, in effect, meet the orcblems tha:
exist in the short run. Sc as part of the ansver to

your guestion, certainly I think our initial

MCSHETIMACY & IMARSHAL, INC. =~ 27 K. LOGRIVILLIW AVE = IARRISTURG, Ph 37172 me———
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zsﬂ Secondly, we wanted to get their
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imprezsions are that there are opocritunities within
the system, if vou will, anéd the cempany'®s operaticns
to get varicus types of cost savings.,

¥We have not yet had an opportunity to
pursue those, to identify them, but we have to the
extent that we know that they will not provide the
answer that yoo need today, ard that has been part of
the rationale in terms of developing tahe focus that
wve have.

So we have at lisast tried to loock at
that evenue and have our initizl perceptions there
and would hope in the long run that that couléd be an
opportunity for some relief to all parties.

COMMISSIONER CJOEYNSON: Now, Mr. Yheaton,
your group has ianterviewad pecople az the NRN?

TSE WITNESS: Yes, we have,

COMMISSICNER JOHNSON: Toward what end,
for what purvose?

THE WITNESS: The intarviews there have
been thrse- or four-fold., Cne reason was since Qar=
of their hearing process is now to looikk at the finan-
clal capability of a company to have nuclear Plants
operating was to detarmine to what decree they nave

made assessments of the financial situnation.

VA AL S dn
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pP2rspectives with respect toc the timing of return to
service of TMI-1l and Z anéd to get a cgeaeral feeling a:
<0 what the cecnditicps of TMI-2 were and what their
inpressions wvere.

Again, that was the general thrust of
those discussions. I 2id not participate in thoce.

COMMISEIONER JOENSOR: Well, vou had
the information available?

THE WITNESS: I had the infcrmaticn aad
Dr., Parente was here and dié participate in most of
tiose discussions., I believe Mr. Dewey did with
respect to The £financial side.

COMMISSIONER JOENSON: Mr. Wheaten, éié
your group 3eekx to ecstablish the attitude of the NRC
with respect tc what responsibility the federal
goverament os the NRC or any other agency ia the
federal govarnment would assume iz connection with %b :
accident at TRI?

THE WITNESS: I think we d4id. I thizk
that was part of those discussiona and questions.

COMMISSIONER JOENSON: And what did vou
£ind out?

THE WITNZSS: Well, specifically the on:
guestion which comes to mind which was of paramount

importance here and was in terms of the cleanup

MCHRBACH & MARCHAL, INS = 37 X, LOCKWILLOW AVE. = HAZRISBURG, PA. 17112
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guestion of THI-2, and that was couched in terms of is
GPU was unablie to handle the cleanup, are you prepazeé
to handle thzt cleanup. And the ansver we were given
was that they expected the Commonwealth of Pennsyl-
vania to take over ia that case. And that was a
svecific type of guestion that was=~-

COMMISSIONER JCENSON: aAnéd I understand
yocu spok2 to the Lieutenant Governor for the purpose ¢
ascertaining from him what the Commonwealth was to
pay for doing.

Can you tell us what the Commcnwealt: oi
Pennsylvania expected to pay for doing?

TEZ WITUESS: They expectiad that the iiRC
weuld pay for the cleanup.

COMMISSIONER JOHNSON: Sc you had the
anomaly of the guy locking at a guidepecst fcr direc-
tions to heaven, and there is aa arrow peinting one
way and right below it it says, no, éon't gc that way,
it is this wav, right? They haven’'t fcound this vet.
No one has found tais vet.

Now, you ha+e already bean gueried about
the statement that is att outed to the NRC on ihe
operation of T™I in the e 2nt o?f bankruptcy or the
failures of “etEQd. You Aidn't get any ixpression
at all from your conversatiom that this could possibly

Waomu-aﬂ.wmw;u-m:m& FA 2112
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§
13 Pe what their thiaking will e, did pu?
i

2y TEZ WITNESS: Their thinking of what?
3% COMMISEIONER JOHNSON: That they would
44 zun it.

sl CEE WITNESS: The NRC, no, and I wes

5; eurprisged at the guestion.

7é COMMISSIONER JOBNSON: So this takes vou
8‘ oy surprise, then?

9? TEE WITNESS: The statement tha:t they
19£ ware prepared to undertake it certainlv was.

11% COMMISSIONER JOEHSON: All right. Thanl
12 you very much, Mr. Wheaton.

13' TEE CEAIRMAN: Just two cuick guestions
1€L znd then I would also ask are vou going to be here

12} throuch the remainder of the testimony of the rest of

I¢|| the wiitnesses?

7] THE WITNESS: Yes,

IB‘ THE CEAIRMAN: Sc you are available?
19b THE WITNESS: I am available to respoad
101 to further questicns which may come up after the

21% otherz have testified.

;2“ THE CEAIRMAN: Okay.

221 In your view,and it seems I gness I an

&ﬂ adding my perception of the primary thrust of vour

zsﬂ testimony, in yocur view does this Commission have any

MOIMIACH 3 MARSHAL. INC. = 27 N LOSKWILILOW AVE. = HARRICDURG, PA. 17312
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zsﬂ interview any banks or talk with any financial people
' MCHRBACN 3 MARSNAL. INC. « 27 R LOSICVILLOW AVE -~ MARDISDURG, PA, 171(3 e

cther respoasibility or duty other than to give
conmpPanies mcney as they reguest it? Can we put
strings oa it? Can you look at how that monev is to
be utilized or handled or do we just give money as it
is recunested?

THE WITNESS: I would think that you
would also act in a responsible and responsive manner,
and as part of that situation I think that vou may very
well want tc put strings to whatever moneys that you
might want to--and I think that is part of the regul.-
tory process and it is one that is certaialy rpart =224
parcel of your respomsibilities and capabilities, ves,

THE CHAIRMAN: Okay. And I harkern back
to what has ¢o be the most favorits sentence in your
testinony, at the top of Page I~13: °The b-nks
appear %o have reacted in a responsive and responsinle
manner.”®

By that, and as I understand your ansve:
tc pricr questions on this matter, ycu think it is
responsive and responsible for the banks to attach
cartain conditions, or want to be able to get repail
whatever mcrey they lend cut?

THE WITNESS: Certainly. i

THE CEAIRMAN: 1In doing taat, 4id yonu

-~
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cther than the banksz involved in the credit agreement:

A TEE WITNESS: Yes, and I thiak that we

3‘ talked, as Mr. Dewey I think indicates in his testimory
43 to the Securities & Exchange Commission. We talked

5‘ to the NRC. We talked to the company’s fipancial

61 adviser, investment bankers ané rating agencies.

7“ o we had independent groups as well as

8| the banks.

SH THZ CHAIRMAN: In talking to any of the: e
10} peovple, éid you m:ke az irndevendent judgment as to

11! whether or not the banks were being no% only responzit e
12: and responsible, but reasonable in the terms and

13! conditions they wanted to attach to the money that they
14! were loaning and what they woulé conzider a signifi~
15? cant change in events--I am sorry, I don'‘t remember

16! the phrase~-material change?

17 In other weords, did you make an inde-~
18| Fendent judgment as to whetl.ier or not they were being
ig reascnable, whether they were being overly cautious?
20

0id you ask anybody?

21 THE WITNESS: Yes, I will give yom a
22: couple comments, but I think it would e helpful to
Zﬁﬁ cet Mr. Dewer's comments here., I think that there .s
ZéJ no question the banks would like to protect their

25 interests. They have a great deal of noney there

—
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taat they want repaid. I would thiak as Mr. Dewev's

(3N

testimeny points out, it seems to me that +he banks

(5]

have geone tarovgh what I would refer to as an ’

educational process over the last few months in terms

&

U

©f Zrying to get a better idea of what their exposure

was and what sort of commitments they might need to
make to protect their investment, and they seesmed %o
heve gone through some changes as they learned more
abcout the conditicn of the company as wall as the
general cond.cions that exis<.

THE CEAIRMAN: 3But did you maie any sort
©f aa indupendent analysis as to whether =r not the

banks® pesition was reasonable?

=

Was it cgverly cautious? Was it
reasconable, whatever, in coming down with your final
statamenc that tlhey were responsive and resroasidbie?
17 THE WITNESS: To the extent that one car

make those assessments, I think we did. The guestion

1gff Peing exactly which ones=-

20 THE CEAIRMAN: Was that a2 determina+ion

21 ¢f your thought processes or did vou actually ask othe:

22 people? .

2 TEEZ WITNESS: I think that was part o: tx%
24; cuestion we were asking peovle, like the £.E.C. and i
28 the accountants.

&l
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THE CEAIRMAN: You asked them whether oI
not the banks® terms and conditions wers reascnable?

TEE WITNESE: I believe so, and I would
stggest that yvou clarify that with Mr. Dewev. Ageain,
I thizk part of the reasorn for having Mr. Dewvey as
part cf our team--and I didn‘t point this out earlier--
typically in management audits we do not have 2 finan-
cial adviser per se. In this particular Proceeding.
because of the unigue reguirements, the Commission
Avdit Staff suggested and actually reguired that the
mapagement coneulting firms propose people to serve
ag Zinancial advisers.

In this particular case, with that
background, we went out a2ad subcontracted anéd ident’. =~
fieé Mr. Dewey and his firm because of his background
to enable us to have the capabilities that would allow
us to mnake those independent acsessments, and Mr, Dewe7?
has an independent firm.

Be has been an investment banker and
has had any nuaber of dealings with reorganizations
and revolving credit agreements and this sort of thing
in a number of different situstions and I think to &
large extent our assessment is really !r, Dowey'®s
assessment,

THE CHAIRMAN: Anm I correct in

— MOHRBACH & MARSHAL. INC, = 27 X LOCKWILLOW AVE. ~ HARRISIURG, PA. !ﬂll—v-———-—l
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undersztanding what your testimony has beea and what
vou have indicated on cross-examination, that in
zakiag a detarmination that tae banks are being
responsive and respoasible and cbviousls wanting tc
moke sure that they can be repaid, ycu aze not
equating that with being equivalent to the ratepayer
or the public interest?

THE WITNESS: I think to tie extent
that the banks I thirk are ra2sponsible and responsive
within the framework in which they operate, anéd in
that contexzt tkeir business is neo:t to make loans walish
will be forfeited orn and therefore Put taem cut of
business. if yvou will, so I taimsk tha+ in tarms of
the perception and concept within whieh Eaaiiars
operates that they have been responsive and respecasidble,

I don't know if I have understood your
cuesticon, if I have responded to it.

TEE CBAIRMAN: I am not ;u:ﬁ if you
bave answered it or aot, and maybe I didn’t ask the
Question specifically enough.

To the extent that the bankerz are-=-zad
I would say we would »robably all agree--interested
that vhenever they malke a lcan that they gatc rezpaicl.
that is a perfectly good interast for :he bznits to

bave, so that they don’t go out of business. That
il

NZ o BACH 3 «ARSHAL. INC. = 27 N LOCKWILLOW AVE =~ NARMISOUNG, PA. 57112
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does not necessarily eguate in this proceeding with
the interest of the ratepayer, so that when ycu make
tae fina! determination that the banks are being
ra2sponsive andé respeonsible, you are nct saving -that
they z:ie being responsive and responsible to the
individual ratepayers invclved in this Proceeding?

TEE WITNESS: I guness the dilemma tha%
I f£find pyself in is if in effect the banks had not
macz those monevs available that are availabile todey,
then we would have a2 situation which would be not in
the interest of the ratepavers.

TEE CEAIRMAN: But the cenéitions upen
which the bank attaches to how it gets its money
Dack=-I assume the bank didn't go out ané talk to the
Tatepayers end sa2y, "Do you like these particular
conditions?” I think we can take that erobebly as a
matter of course.

COMMISSIONER JOHNSON: & given,

THE CEAIRMAN: A given. Thank you,
Commissioner.

To the extent that they are being
rasponsitle and responsive to their bank interests
2nd to the shareholders of the bank, 211 I am trying
to get is that does not necessarily equate to the

interest cf the ratepayer, yes or no?

MOKRRASH 2 MAne. 7. INC. = 27 K. LOCKWILLOW AVE. = RARRICDURGS, FA. m::—._i
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TdAE WITNESS: They may not, that is

secrrect.

B e T T

TAE CIAIRMAN: Thank you. That is ali 2

.

bave at the present time.
Do you have any?
COMMISSICNER CAWLEY: My guestions would

De better directed to Mr. Bogan, so I shall wait.

COMMISSIONER JOHNSON: I have one furiier

Guestion that I neglected to ask you.

e e L

In your study, in your activities tcaus
far, in analyzing what it would take tc reduce tae

avesome trauma that exists at MetBd and GPU. have you

-~

ccnsidered the need to reduce expendituras dzrastically |
in parhaps the one area whers thay could be, namely
that of the purchase of replacement Power? RBave vou
considered that sort of a P038ibility?

THE WITNESS: Yes. We have not investi-
gated that z2venue in detail at this poiat iz time. O
tle face of the reviews that we have made to cdata, it
wculd appear that they have pursued thcsze efforts
diligently.

We have not taken the step %0 go osut anc

independently aszess whether there ars cther zo0u=-es cl |

pcwer that might be available at more Zzvorazble ratas.
!

Ve have not gone to that extant, but we certaianly arse--

g——nmomm-nnmau—mmuwna———d
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15 COMMISSIONER JOENSON: I really didn':
3! mean that 32 much as perhaps rearrangement of +he i
3' tariff as to customer usage.

4“ THE WITRESS: It is our understanding

3| that the company’s load management comnservatior plans
6| which You have directed that they prepare are either

7{ about to be complete and submitted to vou for vour

8r review or consideration, and it is our plan that as

9l scon as that plan is available, that we would, ia fact,
10}l review that to determine its appropriateness. |

11 It hasn't been complete, so we haven'<:

Z|| spent any effort in that area.

3 COMMISEIONER JOHNSON: 3But you are goiac
4}l tc be looking at that?

15| THE WITNESS: That is an area that=-

lﬁL COMMISSIONRER JOHNSON: Then I won't

17r pursue it any further.

-~

18 THE WITNESS: Yes,
19 TEE CEAIRMAN: If there isn‘t anything

20fi further, I have to take a ihree-minute break.

2i (Short recess taken at 2:14 p.m.)
29 - - o

3

4

25
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THE CHAIRMAN: Are thers any further

guestions at this cime of My, Whea+orn?

i i)

desa:1ing none, You may step dowz for
the present tim2. And, Mr. Russeili, will you call
youar next witness,

MR, P. RUSSELL: Madam Chairman, at this

time I wouléd like to call Thomas E. Dewey, Jr.

«++ THOMAS E. DEWEY, JR,.,, having been
duly sworn as a witness, was exzmined ané

testified as follews ...

MR. P. RUSSELL: Madam Chairman, I have
supplied to the Reporter three copias of the testimony
©f Theomas E. Dewey, Jr. It conrsists of 12 numbered
pages ia question-~and-answer form. I ask that tais
be marked for identification purposes &z Theodere Eaxx ?
and Asscciates Statement No. 3,

(Prepared direct testimony of Thomas E.
Dewey, Jr., was marked for identification as Theodore

Barry & Associates Statement lNo. 3.)

DIRECT ZXAMINATION

B7 MR, P. RUSSELL:

- —— —

2 Plzase state your name and busines:

address for the record.

!
-

HNCURBACT 0 MARSRAL, INC. = 27 N LOCKWILL I\ AVE ~ HARFTSDURE, PA. 17112
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A Thomas E. Dewey, Jr., 50 Broad
Street, New York, Hew York.

? Do you have befcre vou 2z decument

v, et -.-’

i
!
!

narkecd for ldentification &5 Theodore Barry & Asscciat 24

Statemenct No. 3?

A I do.

¢} Was tbhis document prepared by vou
or under yuur supervision and control?

i Yes, sir.

[+ Do ycu have any corrections you
wish tc make at this time?

L No, I domn't.

S Does this document concstitute ycur

direct testimony in this proceeding?

L Yes, it does.

r If I were tc ask vou the guestions
set forth in that statement, would you: answers be *h
same 28 set Iorth inm that statement?

A Yes, they would.

MR, P. RUSSELL: Mr, Dewey is availatle
fcr cross-exanination.

TEE CEAIRMAN: }r, Sam Russell.

MR, S. RUSSELL: Thank you, ¥Madaz

hairmen.

[ICAITACH & MARSHAL, INC. = 27 X, LOSTWILLOW AV = RARDIDDUNGS, A, 17715 se—
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CROSS~-EXANMINATION
B2 MR. S. RUSSELL:

2 Mr. Dewey., is it correc* te
describe your undertaking in preparing to testify in
this case that vou undertook to investigate the per-
ception of the financial community as Lo the reguire-~
ments f£or short-term and long-term financial viability
of Mel.Ed in particular and of the GPU system as a
wvhole?

A That would be accurate, yes, sir.

Q Directing your attention to the
siort-term viability requiresments as ycu investigated
them, is it correct to say that the perception of the
financial community as you fouad it as to short-term
viability contemplated that appropriataly rapid recove ry
of deferred purchased power costs was absolutely
essential to any kind of viability?

RS Yes, esir.,

Q And I telieve you agree with that
perceptiorn; is that correct?

A I do.

v} As to the long-term viability
raquirements as you investigated them, is it corrset
€2 say that as you found it, the percertion of the

financial community was that the prasence of earnings

momm-cumm-muuﬂt«——— J
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!

IH whick weuléd sucpert the issuance of long=-term debt,
t

=

2 Y rrefeacred, and common eguity securities, is an

"

-~

ingredient tec such viability?

(¥
1
"
w
®
t-l
'
!
L]

if I may. That is the customary aaswer. There is,
©of course, an alternative, and the alternative is in

the absence cf financing from the capital markets, I

o =3 O WU 3.

oy

| rzised to & level where everytiing wzs Leing paid

‘'l

L& ]

currently and you didn’t need cutsiise Zinzzneing. But

A

11! that is not the customary znswer.

€
lZi o) And would it be cecrrect £s say that
13” was not the percepticn of the financizl tommuzity as
14i yeu understand it?
p i 2 That is corrzect. tat ies not the

1§){ way things are generally done.
e Directing your attention to the
) 43

il credit ajreament, as you uaderstand it, do they pex~

ra
-3
e

t
20§ ceive loag-term securities issues as one of the mears

21! of repavment of the principal of their shert-tern
yo) loans?
25* A Thet is my understanding, ves,

o

MR. P, RUSSELL: 1I¢ ha3z deen indicatesd,

5

s

25§ ¥r. Dewey, that some people can't hear your answere.

IWOM“‘”IWM—MPAMQS

& Yes. 2Ané let me embellish on that,

| Stppose that the rates that the ratepavers pey could 2

various banks that participace under the GPU revolving

. - ——— -4.-.—».-4---‘

}
!

e
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I think yeu will have to use the microphone, if ycu
dca‘t niad,

BT MR, 8§ RUSSELL:

ié

(9 And is it likewise correct that veou

bave found that the banks so participating under the
revolving credit agreement are slkeptical about the
akility of MetEd and GPU tc accomplish the long=term
financings that are assumed to be made by them in the
next several years under the financial projections
that tave been presented in evidence in this Procesedc-
ing?

a I believe that is correct.

[+ As to your understandiag of the
P2rception of the financial community as to these two
azpects of financial viability, naxely short-term and
lcng=term, car you state whether or not you found the
perception to deal with them separately, finding cne
acequate or the other adequate or did they deal with
them as you understand it in conjunction with one
another?

A Well, Mr, Russell, that iz a very
ccamplicated question and it is one where I think of
necessity we are going to have aa overiay of mv per~
cepticn on top of what I have gleaned from others.

Certainly short~term viability can be

MOHRBACRE & MARTHAL, ING, = 27 N LOGKV/TLLCY AVE « HARRISEUAS, PA, 177112

- —-———— . o~ vl




W

L8
1

Dewey = cross 3

i
{

— -
e do b —--.-n--—-'

=} furnished, and there nave been suggesticns in these

2 Proceedinges as to how that cculid ke deone, the mest

5h recent cue being to renmove THI-l from the rzte base

4li and accelerate recoupment cof the deferred energy :
S|l b2lance. That ic an exanple of a shert-term viabilit:
61l sclution which militates against long-term viability.

7 I thirnk the answer to vour guestion iz

33 certainly there are ways of accomplishing the forme:

Y end still not s=solving the latter problsz, ané the |
10} perceiving people in the financial community, ané w2

1i)l toink in the first cut have covered the peorpie who Incw
L2}l most out there about this company, would tie the twe

13! together, Whether everybody doces., I dcn't know.

i4 ) I will give you sevaral possiktle

15h scenarios of possikle regulatery acticz in this

151 rroceeding, HMr., Dewey, and in seguence asx vou whethe:
17“ you have an opiniom or understanding asz to how such

ig|| scenarics would be perceived by the financial comnmu-

iofl nity.

y1o) Let's take scme assumptiocns with respac
21l ®o & firat scenario. Assume that the base rzte leval:
2l ©f MetEd and Penelec remaiz the same as they are

:if presently in erxistence today. lLet us z2lisc sssume taz- i
i
24 the energy cl:iuse level of MetEd ané Penelec iikewise

i

25! remain the same as presently.

HMCHRBACZH & MARSHAL, INC. = Z7 K. LOCEWILLOW AVE = RARRISBURG, PA. 17112 cem c— —-‘
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ﬂ
A Excuse me., Cculd I interrupt veu?
Do you mean with the temporary increase beconing

Permanent, the 55 millieon?

Q Well, I am assuming that they will
remain the same fcr the time-being as they presently
are, waich would include the 6.9 mills or 55 million
or ar annual basis.

A Very good. Thank you.

3 Also assume that effective March 1
of 1930, Met2d would be reguired to start to write off

its deferred energy costs, its book deferred enargy

costs; that it would write it off against the income
derived from its present levels of base rates and
energy clause revenues; that it would write off =hat

deferred energy cost against such income at an annual

—_—

rate of approzimacely $27 million a Year, that amcuat

being the scenario’s estimate of MstZd's 50-percent

share of the entire annual capital and operating costs
of ™I-1.

Ané assume further in %his scenaric that
Penelec would be required to make a similar writooZf
against income but in the amount of approxinmately

$11.7 million 2 year, that being its astimated share

for the purpose of this scerario of THMI-1 operating ani

capital costs.

- mamm-uumwnu-mv&mu———.—l
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p

t Now, 40 vou undéers:tans the facts of
Zat sce2zario c¢r bkave vou any problaxs with them?

i S

q A I don’t taipk I understand 2!l of
|

1

the fz2cts yet. If we are talking about a determina-

inply vie-a-vies the guestion of whether TMI-l remains

3
4
57 tion ¢of tahis case, what action does what vou have saié
¢
7 i2 or outsiae cf rate base?

gl tion as to TMI-l being in or ou:t of rate base. You
10‘ woulé simply have these acticnz that I have set forth

ir this scenariec.

Y
A

il

12 L Excuse me, rut I don't thinik tkat i
13l @ possible ocutcome here, is it? Hasn': the Comaission
14M said it is going to make a determination one way or

15 the other iz this proceeding?

1€ ¢ Well, I am postulating fer vou,

12r #r. Dewey, a scenario that zays the Commission will
18% make no decision forwmalliy &s to whether THMI-1 iz iu oz
19 out, will make no change in basze rates, becauvse this
2 Froceeding at this phase does not deal with what the
z1 ilevel cf base rate changes will be.

Zlﬁ That is going to be a subseguent matter,
23{ fut for purposes cof this scemaric the oniy change

Zég whick would affect directly cor indirsctly the TMI-1
25' situation would be the directive to write cff the

8 o] There would be nc express determina~-

al
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-

ecuivalent of TMI-l capital operating costs against H

2% income startiag March 1 of this year, ;
3? .8 I am afraid I can’'t aaswer the

4! question, because the guestion of TMI-i--if wa are

S| addressing ourselves to the view cf the banks, which

6| is the most immediate cash flow questicn that we have
?.“k here, if we are looking at their perception, they

38|l ar2 not geing to come down cne side or the cther until
5| thera is a decision on T™I-1, in my opizion.

10 Q Well, =y gquestion is this, Mr,

11% Dewvey: dave ycu any opinicn or understanding as %o

12§ how the financial community in general wculd perceive
i3|| that scenario as meeting the requirements of either

14| the short~tarm or long~term financial viability of

151 HetEd?

16 A Well, as tc the=-=-

17! MR. BURGRAFPF: Madam Chairman, I hesitats

1g( to interrupt, but since this has a direct bearing on
10|l the testimony we have all heard, I don't think the
20 hypothetical is proper. I have no objection to Mz,
21( Russell asking the witness his opinion as a member of

22‘ the investment community with respect to that scsna=ic,

T
o ———

but unlass thers is som2 foundation laid for the fact

B

——

that indeed Mr, Dewey has discussed this particula:r

o
-

acenario with other wembers of the investment

&
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il
i

“

commuzity, thern I deorn’t think this gentleman caz cZfe

-t
T

e — ot

¢3 opianion 285 ©to the general investment community's

Po——

-

S S S0 S -

particular viaws as to this particular scenario.

———t——

MR, S, RUSSELL: ZI€ the Commission

B N

e

Please, you will recell the very first guestion I

™

askeéd Mr. Dewey was his undertaking %o investigate

the perception of the financial community as to the

-

requirements Zor the short-t2rm ané loag-term financi:l‘
s

i
viability of lletBd ané of GPU.

Fs‘\nm

My question now is to hiwn does he have
i1}l 2ny opinion or understanding as to hew this scenario

would be perceived by the financial community as

B

12l meeting the recuirements of either short-term or ioag~

i
14’ term financial viability of MetEd.
15 It is pracisely within the sccpe of his

15 investigationa znd he can answer it, if he krows.

- — -

17 MR. BURGRAFF: Well, we would diragres

18 with the last characterization. ¥e know what the
10 uesticn ancd what the foundaticn that has deen laié - §
20 That is the point of the objection. I den’t think

21 the fcundation is sufficien=.

——

THE CEAIRMAN: We would deny the obies=-

23 tion ©on the Dasis that the witness is being a2sked his

24 cpinion of what his understanding of the irnvestment

25 cemaunity would be based upon his own expertise ag hau

MOKRIBALI! @ MARSHAL, INC. = £7 L LOSXWILLOW AVE — MADRIIGUNG, ®A 7z
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¢

bzen set forth in his statement.
If you can answer the cguestion, do so.

THE WITNESS: Yes, ma’am, I can.

e O e

s

My opiniorn is that the limited response
that yocu outlinecd in this first what you call scenaric

would not assure either short-term or long~term

financial viability.
BY MR, S, RUSSZELL:

Q And is that your understanding of
the perception of the financial community that you
have canvassad, or is that vour own opinion as a

inancial adviser?

A Both.

=

G B B B o 0o m o w
e ey e

Q Let's turn tc a seccnd scenario,

15 Mr. Dewey, and in this scenario these would be the

16 facts: TMI-1l would expregsly be excluded from rate
17|| base., TMI-1l, pending its retur:a to service, would le
treated as construction work in progress, and AFUDC

weuld be accrued on the undepreciatad investment in

i3
i
26l TMI=-1, but at an AFUDC rate which woulé cover only
21/ fixed cost capital costs and not any ccmpconent with
22” respect to the common egquity cost asscciated with *hat
¢:h investnent.

24 And £inally, TMI-1l operating z2nd main-

25{f tenance costs, pending its return to service, would be

NOHRBACH 2 MARSRAL, INC. = 27 N. LOCKWILLOW AVE, — RARRISBURG, PA 17118 ci—



Ltevey - cross 3330

] |
i :
1|l excluded from i'etEd'z base rate:s. ;
Zh D~ veu have these facts? :
3l A I do, ° !
4 o Now, looking at the financial
5 community and the perception of thsas community as vou
6§ hzve ascertzined it, can you express any cpinion or

3

i uvnderstanding 25 to how the financisl community would
8! perceive that scenario as meeting tae reguirements of
21l either the short-term or long-iterm viability of Met=a:
10 A Yes, let me segy first that we have
I1{f not dome figures to look at the effect ~f¢ something

12}l 1ike that, znd so I am not completely ©p on the

I.."SFH separacion of one element of cost from the cther ele=-
14 ments that vou are talking about,

it Eaving said that, however, the shorte

terx effect of any removal of TMI-1 fram the rate dasc

17§ carn be a pracarious thing, because it is my view at
n this pcint, since my last conversations with Mr,

1oyl Gorzisdh’s clients, that there is a feeling within the
2C{ bPanking community that this is an actien which is

70ing to be difficult and lengthy to raverse at the

[ 3]
bt

£

PPropriate time and may have a enfficizntly damaging

———— . -

T——ta

et i —

24l Bot want teo put what they might view a: g¢00d money

after bad in this situation.

>
]

&———maumm-au LOCIOVILLOW AVE = HARRIZT URG, PA, T7118 e
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=

So as tc the short-term 2ffect of this,
I think it is a2 chancy thing and vou cculd very well ;
see a cutoff of credit by the banks.

As to the long term, I think not only
the banks but the rating agencies and the various
other people that we have ingerviow.d believe,and I
agree, that yor are not going to have access to capitall
markets here, which is cne of the normal indicia of
long~term viability, in the absence of having TMI-1l
back cperating.

o8 All right. You wer=z in the hearinc
room today, were you act, during the direct and cross-
examination of Mr. Wheaton?

A Yes, sir.

e And did you hear iim baing gues-
tioned with respect to everybedy®s favorite subject a:d
question; namely, the manner of the banks under the
credit agreement having acted responsively and
resronsibly in connection with the avents that Zollowed
the TMI accident?

i Yes, I hearé all ¢ thet.

& Can ycu enlighten us 2s to your
views as to the cecanduct of the banks participatinag

under the credit agreement?

IS At what point in time or during the

HOHRBACH & MIREALL, INC. = 27 K. LOCKWILLOW AVE ~ HARUTDURG, PA, 17932 =
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H
! !
lg wicle range in tire cr what? i
Zﬁ g I zhink it would be helpful if wvou i
3? were o give us the range of the segueace from the 3
¢
4! tine of the accident to the formulation of tae agree-
Z} ment ané performznce under the terms of the credit
6| a2ocreement,
7‘ & Ckay. Let's take these two words i
€l that we seex TS0 be dwelling on anéd éc them separately,
¢ The first one is respeonsive. Certainly i
10§ that almoet ar swers itself. The company is still ;
11 here. It can’t go to the capital markets, ané the {
enly place tkey are getting money is from the banks,

and, therefore, the banks must have been respcnsive t¢

the needs of the company and are still being, or they

= 6B
T oRTTm T

Ll would be ocut of business.
16’ o} The bazks or the company or both?

> '
ik a No, this iar't geing to break any

ig|j ©% those banke. The coapany is the cnme that would be
15§ out of business, So that is responsive,
2 Kow, responsible, it depends uper who

you talk to. I think scme of the nanagemants of the

[
-

b
~)

i . st . o

beaks in the credit groum now may well Zecel that thev
< s ¥ ; b

acted irreeponsibly by gecing along &% z2ll last summer, !

(B

ané certainly there is a feeling along those lines

| ]
b,

25|| begianing to percolate up te the agent banks,

THOMTIACS: @ MARSMAL, INT. = 27 V. LOSKWLLIY SVE r MARIUSOURS, Pl TV I8 e - c—
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Responsible vis-2~vis the company? 3ure,

they <€id a great thing for the cempany. Respensible
vis-a-vis the ratepayers? Well, that is a guestion
taat the Chalrzarn asked not toc long ago. The barnks
Gen't have any duty toc the ratepayers to degin with.
The banks' duty is to their own depositors for whom
they are fiducaries and to their cwn stockholders.

I wcppose the company agzin could have
dene without it, if you wanted to raise rates into
the stratosphere to bring the money in on 2 current
basis. Short of doing that, hcwever, which would have
certain political problems, the banks were +the cnly
pPiace they could go and were the banks respcasible
vis-a-vis the company? I think sc.

Now, if you want to bring the time
frame forward and talk about what thev have said in
tastimony here and on cross-examination, about what
they expact the Commission to do, if you want to talk
about the choke collar that they have on the company
and this material adverse chance, Section 806, it i3z
a little unusual,

I have done dozens of bank credit
agreements cver the last 20-0di years, This is unasu.
for a bank credit agreemeant. Cn the otier haad, if

your source of funds is essentially ratepavers who

VIONRDACH 3 MARSHAL, NG =~ 37 N LOCKWILLCW AVE. = HARRITLUURG, PA 111
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¥

will or will nct pay enough mcnev tc the cempany to

our bonds Ddack, Zependiag tpon what 2 commission

'
v
w
"

the same xind cf shov cause mysslf,

Wew, I thiank they were being responsible
to themselves, if they wanted tc do the loaxn. They
have kept the company in business azd they have kept
tke retepavers from having to pay cn 2 current basis
2all these purchaseé pover costs.

So I would agree with Mr. Wheaton in =21
regarcs on that.

¥R. S. RFUSSELL: I believe that is 21l
we have, Mr. Dewey,

TEE CEAIRMAN: Mr, Maleztscta.

KR. MALATESTR: BMr, Jchnson will dc the
questicning, lir. Alber: Jchnson.

TEE CEAIRMAN: What?

MR. MALATESTA: Mr. Alberc Johason.

¥R, JOENSCE: As opposed :to Commissione;
Joknson.

THE CEAIRMAN: Thank ycu.

BY MR, JCHNSON:
43 Mz, Dewey, ov naxze is5 Albert

Johzscn. I an Assistant Counsel with +he Ccamisesicz.

25§ Now, in reading through »our statenent,

HCHIWACH 2 DARSHAL, NS =~ 27 N LOCKWILLOY AVE = RARSISHURS, PA TT1 15 e el
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RS
Sowmsct:

vour testimony. I just may be a li:tle confused as

tc whether the purpose of your testimony is either =o
State vour own concluadons in certain areas or whether
its primary purpose iz to inforrm the Commisai with
regaré to the attitude of the financial community.

How, which of the two is the purpeose of
your testimony?

A I think the answer to that gquestio:
i2: Both.

¢ S§o ould I be correct that all cof
the conclusions which you have drawvn, the copinions
which you have stated as Seing your own, were based
apon information received from and discussions with
certain members of the financial commuaity?

- Certainly they ar= based on that,
because there were chese pecple that we saw. I don't
taiak, however, vou can conclude that T wouidn’t have
come o the same conclusions nct having seen anybody.

¢ Based upon yvonr discussions with
the financial community, the banking instituticns,
Standerd & Poor's, what-~have-vou, wers veu able to
draw & conclusicn as to whether the fizancial commu-
nity’z prizary concern is the cverall Tavenue, czzh
flow, what-have-you, that Hetropolitan Edison Companv

is receiving, or whether the financiai community is
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Zore concerna2d with specific actioms, i.e., disposi:icn%
ef TMI Uait No. 1 ané the manner in whizh energy costs ;
ire gcing to Le recovered?

Is it the nuts and belts or is it the
bottom line that the financial community is concerned
with, regardliess of how we reach that bottom line?

Am I making mvself clear?

A Yes, sir, I think I undercstand
exactly what you are saying., 22aé I think sim weeks
220 1 would have said that there may well be a dif-
ference betw2en what on the one hand lzat’s sayv the
banks viewed ac a cash flcw problem, a short-term
problem, ané what on the other hand the investment
Dankers, the rating acgencies, and peorle whe take a2
longer~term viev ragarded as the leng~term~viability
problem which rests basically on earnings and coverag
Tather than cash flow,

There are two different cozcepts, von
understand.,

Eowever, having reinterviewed the banks
thet they have--I hate to use thie wor?, becausne it
hae certain pejorative cvertones=--but itheir perceptio
nze caught up with the longer~terz wisy here of

viability, and so I think that everybody zov is om the

same track, that you have t_. be looking at earnincs ard

HORABACH & MANSRAL, MNC. = 27 N LOCYXWWILLOVY AVE = RARUTBURC, PR, 17112 —
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coverage and tie ability to regain ra2spectable bond
ratiags and gain access to tae equity marketcs, as well
as just getting through the next "X" months on a cash
basis.

So I thiak you have to look at tae édesign
¢f the regulatcry response and not just how you supply
the cash to pay the current bills.

o] As an example of the concern that
I am trying to express by this guestion, I éirect
your attention to Page 7 ¢f ycur testinony wherein,
near the nmiddle of that page, vou point cut the ccacera
of the banking institutions with regard to pessible
Commission action in removing TMI-l from rate base ané
irdicate that the banks may well consider this to be
a material adverse change, in which case there could
be a2 change in circumstances with regard to the
berrowing situation, resultiang I guess in bankruptcy
in your opinion.

B Well, it all depends upon what they
do, really. There are two or three things that can be
dene,

First of all, I am relatively certain.
ucnless opinions change, that any derrowvings above tie
level of 2592 million would not be allowed. I am less

certain, but relatively clear, that as of the last tinp:

-

- o——

\_\/
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I tzlked with these fellows, which is ten day:z or twe

weeks ago, something like tha:s, their feeling was

(O
..-.....:t-.*::::m

thet the effect would probably be tc freeze borrowings

2t the present level, which means no m;ore mcaey.
Now, there is a third thing that they

can dc and that is to eaccelerate the entire amount

& W o,
m—

-3

crtstanding. I think that is much less certain,

au Kow, I have said that I zhink the
9 probeble result wouléd be 2n inscolvency, but again ther:
10! is always another alternative. This Ccmmission could

'

77! rzize rates to the point that they counlé pay whatever

the costs are cn a current basis ané then vou don't

G B

need any outsidée financing. But I regard that as

i4)l unlikely.

15 e Well, with regard toc vour discessica
15)l wizth the banking iastitutions, as to their attitude
17 toward the remcval of TMI-1 from rate bazse and

18 whether, in fact, tkis would result in a2 material

aéverse change, at the same time that +*his discussion

19

ZO} was gocing on did you also talk to the :anking institu-
21’ tions and their personnel concerning the subject of

2 recovery oi encrgy cocsts and more particularly purcha:e
23 pover costs?

A Certaizly.

e And in fact at that tine that yomu

&
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1; tallzed to them and even Presently, isn't it, ia facs,

2§ true that Metropolitan =discn Company is not £ully

31 racovering all its energy costs? i
| a That is correct. é
5‘ [+} Aad did you ask the banking institn-'
6{i tions whether they would consider Commission actien g
?7 which permitted Metropolitar =2disen Company to collec: ;
8} ali its energy costs including purchase power costs :
91l on a timely basis as being a materiazl favorable changa??
0 A Well, there isn't any such chaage ?
11} as a material favorable change in the revelving credi: :
12! agreeament. ¢
i3 () I understand. That i3 my ehazacte:=
14{| ization of the conduct.

pi A Well, I taink they would like that
15“ However, I +think that if thas wére done and TMI-1 wer:
17|| taken out of the rate base, vou would ztill have a é
13/ Problem, ;
19§ 2 The one would not dalance agaiast ;
zof the other? ?
21% A No, I don’t think so. ?
22? a Even il the net total revanue impa:tg
“*% oL sach actions were to raault in grezster ravanue |
34? collaction by ldetrcpolitan Zdiscn thaz is true under

the present circumstance? :
t
HOHRMDACS & MARSHAL, 1.2 = 27 1L LOCTIWILLOW AV = AARRISHURG, PA 17712 cemm——
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A Weil, vou kaow, if vou give the

company enough revenues, then they don't need the

- vml.-\.~44~.“J

Sanks any wmere, then thev don’t have to draw down auy
more noney.

e Now, as I szcy, if in fact the
removal of TMI-1 could be characterized in isolation
as a material adverse change, but offsetting and
balancing that the Commissicon were :o permi< Metro-
politan Eldison Company to collect all its énergy costs
en 2 timely basis and even poesibly reccover sone
increxent of deferred fuel costs so thet the net
effect of those twe actions resulted in Metrcpoliten
Eédison Company being able to collect a creater level
of revenue than it iz Presently cocliecting, woulédn't
this be looked on as being a favorable posture by
the banks?

A Certainly more favorable than just
the removal c¢f TMI-l, but unless the agent bankes mis~
read their group of ¢3 in adéition ¢ themselives, or
unless sometiing convinces them, the grou® as a whele,
that changes its mind, I deon’t think the company is
going to get any more money if THMI-l is taken out
cf£ the rate base.

H Dc you have an opinion as to

-

whether the banks would accelerate payment of the lkank

umanmm-wnmau-wr&mu-.—.———*
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borrowings if this Commission were to aliminate T™I-1
from rate base, but at the same time permit Metrovoli-
tan Zdison to collect 2ll of its energy costs on a
current basis?

A Well, I addressed mysel? to that a
fev minutes ago. You remember I said at this point
I was fairly certain that there wouldn't be any further
borrowings but much less sertain about whether there
would be an accaleration, and I guess the answer is
that I don’t have a strong feeling one wav or the cther,
They might just cut off credit, but not accelerats
the present cutstandings.

48 One last question, !ir. Dewey: Az
Page & of your testimony where you say, I believe
starting the seventh line of the first £ull answer
oz that page, “"The recent acticn of Standaréd 5 Poer's
in lowering the bond ratings of the GPU subsidiaries
clearly evidences alarm with respect to the Pennsyl-
vania regulatory climate,” would you interpret the
lowering of a bond rating for any public utility as
an indication of the rating agency’s attitude towaré
the regulatory climate in that particular siate?

A Well, that is certainly a sweeping
statement, but perhaps the most important single

element that goes into the rating agency's decision~-

-
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Dewey - cross 3342

i

Ig making process is regulatorv climate.

p Now, this is the only one of the inter-
3§ visws I didn't go on., Mr, Hogan interviewed Standard &
4| Poor's who told them specifically that they were very
5H concerned about the regulatory climate in Pennsylvania,
6l ané within ten days or two weeke lowered the company's
71 bonéd ratings.

8 That is a conclusion we drew from that
9; interview where it was discussed specifically.

10 48 Let me ask you this way, Mr. Dewvey.
i1}l insofar as cause and effect: 2Aren't there 2 zumber of
12!l different reasons why bond ratings are reduced for a

3|l particular vtility?

i4 L Certainly, reduced cor raised; there
151l is no question about it.

16 g You cannot by virtve of seeing a

17(| lower bond rating by Standard & Poor's or Dow Jones

18l ©F Moody's or whatever, vou cannot draw a conclusicn

igil that the rating agency has lowered its opinion of
20l the regulatory climate of the Commission where that
21 utility operates, can you?
221 bR Certainly if they don't say it and
Zsﬂ vou dca't talk to them, you can think it is an elemeni,

|

24 but you wouldn't testify tc this effect.

25 We did have a discussion with them,

MOHRIACH & MARSHAL, INZ. = 2¥ K LOCIWILLOW AVE = RARRITDURG, PA. TP7112 ce————
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thougli, before they did iz and that is the testiaony.

o Wouldn't vou have been surprised,
dr. Dewey, if the beond ratiag of Metropolitan Zdisen
bad not been reduced, regardless of +he regulatory
cliimte in which it operated under the circumstances
since March 28, 19797

A No.

o I will let you pick what you cen=-
sider to be the most liberal of regulatory climates,
apné 1f Metropolitan EBdiscn were operating in tiat
State and the same thing happened teo them ia that
State as happened in Pennsylvania, wotl.d ycu be sur-
prised if the bond rating of Metropolitan Bdison kad
been re2duced?

A I den't think I said that and I
cartaialy am not going to pick what I think is the
most liberal regulatory climate, because I am no expe
on that, but the reascn I asnwered the way I dié is
because I can think of responses to an economic aarde

ship.

You know, leaving aszide the esychologic .

political ané other effects, just thipking of the

ecocpomics, I can think of a regulatory respoase to th.

econcxnic hardship which wonld Save Preservad the
Parameters necassary to keep the “zad rating the way

MONHBACH 3 MARSHAL, INC. = 22 M. LOSXWILLOW AVE - HARIITDURG, PA. ITTIS -
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Now, you éidn’'t ask me whether it is

|
3i ilikely that that would have happened, but, ves, I can
éi taiznk of circumstances where the financial healith of
5% the company cculd have been maintained the way it was.
6| COMMISSIONER TALIAFERRO: Madam Chairmar?
7? THE CEAIRMAN: Commissioner Taliaferro.
8t; COMMISSIONER TALIAFERRO: I woulé like ts
1 address this to Counsel kussell.
10: THE CEARIRMAN: Which Russell? Paul
11} Russell?
2 COMMISSIONER TALIAFERRO: Paul Russell.
13ﬁ I am somewhat concerned abeut the -nature
144 of this testimony, because an improper, in my cpinion,
5] foundation has beean laid. I would like to recuest
1€, that you submit the guestions assked by the witnesses
17l to outside parties, who the parties wvere, so that we
155 might have on the record a basiz to evaluate some of
19! the opiniors being givem by this expert witness herse.
20 It is my understanding that vou are
212 presenting him as an expert; is that ccrrect?
22 MR. P, RUSSELL: <That is correct,
23 COMMISSICNER TALIAPERRC: Can you provica

24j| that backup information for the Commission?

&

MR. P, RUSSELL: That I don‘t know,

MCRNSASH 3 MARCHAUL, TNT, = 27 N. LOCIWILLOW AVE. - MARQRISDURG, PA, T2 ———
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Dewvey - cross . 3245 '_7 '
Commissioner. I would have to check with ¥r, Dewey.

-

Z éen't have it available mysals, brt if Hr, Dew._

Bas access to it, we wouléd be happy to supply iz,

. ——

COMMISSIONER TALIAPZRR20: That is a
question also cof Mr, Wheaton. Who was guestiocned,
what were the cuestions asked, that kind of thiag.

MR. P, RUSSELL: Would vou want us to
attempt to submite-

COMMISSIONER TALIATERRO: Adell, correct
me if I am wrong, but it seems to me this would be
subject to a motion to strike without this backgroun
information,

MR, BURGRAPP: If I might interjecst,
since we are zhe ones who norzally make these objec-
tions, we had a certain number of objections prepared.
We were awaiting our turn. 1If Yyou would like us to
make them now, we canm or we can wait., It makes no
c¢ifference to us,

MR. McLAREN: I think all the Ccmmissio: 24
is doing at this point is raising a coucern that the
pczsible fovndation for questioning the expert witneszaé
haes not been laid and taat counsel for the managemenz
consultants should consider that and serhaps supplamex:§
it tomorrow.

COMMISSIONER TALIAFERRO: Or as soocn as

_1

mamm-c&mu&-mnmm
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7 p—
ZS possible,
Z}i MR, P. RUSSELL: Jdadam Chairman, may I
'3? consult with the witness?
4; THE CHAI.:IAN: Yer'.
s , MR. JOENSON: Madam Chairman?
¢ TEE CEAIRMAN: Yes, Mr. Johnson.
7 MR. JOENSON: With regard to this par-
Bﬁ ticular subject, as you know, I did ask the witness
9% at the outset of my questioning whether he was drawin
10% bis own conclusions or attempting to give informa+tion
11l to the Commissicn based upon information obtained
i2}i by the parties.
i} Aside from the obvious hearsay problem,
14. I don’t kaow that it is really going to satisfy the
15E concern of Commissioner Talizferro or anyone else to
15% have the names of the people that he talked to. I
17% suppose that =might be interesting for informational
15‘ purposes, but having those names doesn‘t really get
19[ to the heart of the matter.
zoa Ve would actually have to have those
Zli bodies here if we are really geing to be concerned
22? with what they said or did not say.
23& THE CERIRMAN: My understanding waz in
2é§ Tesponse to your guestion he indicated "Both.®
25' COMMISSIONER TALIAFRRRO: That's right.
. MOHRTACH & MARSTAL, INC. = 27 K LOCKWILLOW AVE. = HARR'SSURG, PA. 17112 —J
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Excuse me, Mr, Johknson, by names I mean
cames and pesitions, so we have acmething om the
record that they arz authorized to speak on behalf of
tie parties that the statements are being attributad
to.

THE CHAIRMAN: Mr, Paul Russell.,

MR, P, RUSSELL: Madam Chairman, Mr.

Dewey has informed me that he does have with him todea:

the list of the names of people that he interviewed
in preparing this testimony and their sositions and
we would prcpose to read that into the record at this
point, if that is acceptable.

THE CHAIRMAN: Mr, Russell, I would
indicate that I think %0 do it at this exact mement

would result in some discoantinuity to the record. At

the first appropriate time, we would permit vou to 4o
that.

M2, P, RUSSELL: Thank you.

THE CEAIRMAN: Tc further interrupt, Hr.
Jehnsen. did wee=-

MR, JOHNSCN¥: Madam Chairman, I have
finished with the guestions that I have, so if vou
were cnly Qaiting for me tc completa my cross-
examination of tﬁo witness before the witness should

read that informaticn in, I have finished.
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25" preferred stock, and scme of the industrial developmer:

THE CEAIRMAN: Thank vou.
Did we establish wvhen the downgrading

fron Standerd & Poor's occurred?

-

THE WITNESS: Nc, ma'am, I don't have
that date. We could supply it. It was sometime in
February.

THE CEAIRMAN: February of this vear?

TEE WITHESS: Well, I should withdraw
that. It was January or Pebruary. It was this year.
It was after the lst of the year, that's right.

THE CEAIRHAN: Can we get a éate certair?

Comaissioner Cawley.

COMMISSICMER CAWLEY: The rating by
Standard & Poor's was lowered from what to what, do
you recall?

THE WITNESS: PFrom A to BB, I believe,
in the case of Metropolitan Edison.

MR, S§. RUSSELL: 1If the Commission
please~-~

THE CEAIRMAN: Mr, Sam Russell.

MR. S, RUSSELL: MetBd/Pernclec EIxhibit
A-63 is a letter from Standard & Poor's te MetEd under
date of January 29, 1980, which describes =he change

in the ratings of MetEd bonds, the debentures, and

HOARIACK & MARSHAL, INC. = 27 K. LOCKWILLOW AVE. = WABRISEURG, PA 17112 mettemn coed
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bonds zssociated with one of their pellntion ccntrol
issues,

Co you want to have the ratings that
are indicatsd?

COMMISSIONER CAWLEY: Just the senior
debt securities.

MR, S. RUSSEBLL: All right, The first
mortgage bonds from BB to BEB; debentures from BB mints
to> BBE minus.

Are you interested in the preferred?

COMMISSICNER CAWLEY: No.

THE WITNESS: I think it was the other
way around,

“R. 8. RUSSELL: You are guite right, yes
I am serry.

THE CEAIRMAN: Am I also correct that
ia response to a question from Mr. Johnson vyou indi-
cated that Standard & Poor's scle reason for down-
grading MetBd's bonds was because of regulatory
climate?

THE WITNESS: Mo, ma'am, I did not sav
that,

THE CHAIRMAN: What did vou say?

THE WITNESS: If you don’t =:ind, I will

read from my testimony. This is on Page III-6.

m&mm-.nmm‘-m&umu-_—_—l
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“The recent action c¢f Standaré & Poor's
iz lowering the boné ratings of the GPU subzidiaries
clear'y evidances alagm with respect to the Pennsyl=-
vania regulztory climate,.®

Of course that isn't the oaly reason.
There are many other reasons: Coverage, earnings,
enticipated cdetericration of capitalization ratiocs.

COMMISSIONER JCHENSON: Are anv cf these

' mentioned, Mr. Dewey, in vour testimony?

TEE WITHNESS: No, sir, the only reasen
that this is mentioned here is that we sornect this
with the remarks that they made to Mr. Hogan about the
regulatory climate., There is no inferemce that this
iz the cnly reason.

Of course, it wculd not be the only
reason.

COMMISSIONER JOENSON: But it is the
only one which vou articulate?

THE WITHESS: That is correct.

THE CEAIRMAN: Mr, Barasch.,

MR. BARASCH: #Mr., Burgraff will conduct
the cross-examination, A

THE CBAIRMAN: Mr, Burgraff,

MR, BURGRAPF: 1Initially I will start

with the objecticns, Madam Chairman. We have been ove=

MOHRBACH & MARSHAL, INC. = 27 M. LOSKWILLOW AVE. — HARTISBURG, Pl 17712
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li “2ese 2 aumber of times, sc I am not going to belabor

2} <he point.

3? THE CEAIRMAN: Ckay, short and £o the
44 Pcint, is that what you are telling us?

su MR. BURGRAFF: That is right,

€

On Page III-6, we would object to the
7

legal conclusicn that some of those interviewees--we

3H ara assuming it was a lawyer--felt strongly that the

§|| removal of TMI-1 from the rate base would be illegal.
10 Kot only is it hearsay, it is an izpes=-
Ilé sible legal conclusion. I believe we have an outstanc=-
12/ iag objection to references to Mr, Levv.

& MR, P. RUSSELL: I am not awvare of

i outstanding objectiocns. 1In Mr. Dewev's testiacny?

MR. BURGRAFT: %Well, in 2arlier testimeory

w2 have haé Mr. Levy appear in two piaces of prior 1
testimony, I believe, and we cbjected at that time znd 1
ve renew our objection at this time.

That is cn Page III-5 anc there is a
refereace to HMr, Miller's testimomy a2né M. Aaren Lawv

of the S.E.C.'s testimorv last summer before :the New

23ﬁ M¥R. FTAZZONE: Wizt is your obiecticn?
24h ¥R. BURGRAFF: The objection is one c¥

25? hsarsay originally, and also the fact “hat we suggest |

MOKREACR & MARSHAL. NG, = 27 M. LOCTWILLOW AVE ~ AARRICSOURG, PA, 133712
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1| that if Mz, Levy’s views are gcing to be relied on,
|

ZJ he should be present to testify.

35 fased upon the hearsay and best evidence
4i rale, we would also suggest that any testimony offereéd
5” purporting to te new testimcny offered by the bankers
€ff in this instance a‘fte- they apreared and were sworn

7| and testified here, that anything in essence that

8|l represents new testimory on their benalf should be

9! ztrickesn.

10 MR, PAZZONE: Can you give me a specific

11/ as to how that relates to Mr, Dewey's testimony?

12 MR. BURGRAFP: VYes, I believe cn Page 7
13, Mr. Dewey states "The recent testimony, especially on
14|l croes-examination, of representatives of the agent

15| banks, however, caused us to question whether there

15!l had been a change of feeling ia the bank group.

i7| Accordiagly, we re-interviewed the rep-esentatives of

18/i the agent banks, as a result of which it can be con=-
i%j| firmed that such a change Lkas definitely taken place
20]| since the dates of the original interviews."

21 MR, FAZZONE: What is your objection?
22 KR. BURGRAFF: Well, my cbijection is ¢o

23|l the extent that Mr. Dewey's testimony purperts to

24l rspresent chances in the testimony of =he bankers

25!l that they have offered in this pProceeding we are askirg

EOMRDASY & MARSHAL, ING. = 27 "L LOCXWILLOY AVE = HARKISGURG, P2, 127118
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Ié that it be stricken,
2? I would attempt to dsvalep taat at a
3? later poiat in tize, besidas the fact that it is hear~
4‘ say. We would join wita Commissioner Taliaferro in
54 questioning whether there has been indeed a proper
6] basis for this witness' expert testimony at all.
7A TEE CHAIRMAN: 1Is that a specific
gl ebjection?
S MR. 3URGRAFF: Yes,
10{ MR, FAZZONE: 1Is that as specific as you
llé can be with that?
12 MR. BURGRAFF: Well, I don't think there
13L las been a proper foundation.
14’ THE CHAIRMAN: I would approciazte it as
15& opposed to lumping all sorts of differant--vou know,
16‘ you have mow an objection as to proper foundation,
17! vou have some hearsay objecticns. Den't lump them
‘Bi all together unlaess you expect me to rvle or shem all
i9il togetier.
0 MR, BURGRAPP: The reason I iumpad thanm
21! all together is I am anticipating that +he decisiors
22” will be the same as before, so I thougirt we ceuld ¢2

.,? it all at once and I could proceed.
o~

We have been over this g-ound before.

{
zsn I mean no ill to the Commission.
mamm-uuwm-mmumu———
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MR. S. RUSSELL: You just want vour lum>s
T one time.

MR. JOENSON: Madam Chairman, 25 a poin:
©f clarification or crder prior to vour ruling at som=2
subseguent time the Trial Staff mwy wish to make some
kinéd of motion with regard to some or all of this
testimony, but we would considar it tc be more proper
to do so at the time that this testimony is attemp:ed
to be moved into evidence.

Now, I don't know whether %hat is going
to be at the conclusion of the testimony of these
witnesses or at the end of hearings, which is what my
understanding was to be the course of condust with
regard to all the parties and I guess basically what
I am asking you now is: Doez any ruling which yvou
might make today with regard to the okjections of
Mr. Burgraff, is that conclusive with regard to anv
subsequent objection at the time that this testimony
is attempted to be moved intec evidence?

TEE CEAIRMAN: Pirst of all, I guess to
answer your guestion, obviously that would depend apen
exactly how the Chair rules, but I dor't think it scu.d
deny your right to bring up an objectisn at another

point,

g Have we concluded all of the objectizns
. MONRDAC & MARSHAL, INC. = 27 N. LOCIOWIIOW AVE = MANIISBURG. PA, 17112 = —
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[}
1; taat you want to raise at this tize?
:é MR, BURCRAPF: Yas, I believe so, Madam
3{ Chairman,
4’ THEE CHAIRMAN: The Chair would then--
54 MR. P, RUSSELL: Madam Chairman, could I
6} respond before=--
7 THEZ CHAIRMAN: Mr. Russell.
8 MR, P, RUSSELL: The first point I wouléd
9! iike to raise is I believe the objecticns of the Con-
10{| stmer Advocate are untimely. The objections are
i1+ based not cn cross-examination of Mr. Dewey, but
1zg rather on the face of the direct testimony that was
3l prepared and submitteé and more prcoper.y these objec-
4|l tions should have been raised before tie cross-
5} exzamination ths: has s>ccurred from Mr., Russell. Saz

16| Russell, ané Mr., Johason.

17 Secondly, the obiections are not sufe
18|| ficiently specific so that a vesponse .o them at this
19fl time is difficult, We have not attended earlier

20| bearings and what occurred vis-a-vis tostimony of M-,

21} Levy and Mr. Miller in prior hearings is really nct

2 something I am aware of,

1

235 The objecticns to other parts cf Mr,
24” Dewev's testiacny have been again hearzay, impreper

25r foundaticn, a2ll mixed together, withou:z specific
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1! Teasons for specific moticns to strike and without
2 =pecific citations to pourtions of the testimony.
I am still not clear, for instance, how

3
4 nuch of Page 7 they wish to have stricken, whether it

5 iz the first sentence or goes bevcnd. Beyondéd that,

si on the merits cf whether or not Mr., Dewey'’s testimony
74 is, in fact, hearsay, it is my position that it ie not,
Z{ =hat under ccurt precedent in Pennsylvania an expert

9“ may testify based upon the opinion ¢f cther experts if
10l the testifying expert is in a position to independently

evaluate those opinions that he is usinc as a basis

>
M

124 and I think that is the situation that we are finding

12! Kr, Dewey in.

14 Anéd, in fact, in respcase to Mr,

15|l Johnson’s firet guestion on cross, Nr. Dewey pcinted

16L cut that his testimonv is both what other pecple hzve
17 told hix and also his analysis, his independent

18” aralysis.

ipﬁ Purthermore, there is precedent in

20; Pennsylvania that if testimony is based on sources

21§ that are uned in a profession that it would nct be hell
22! out of the hearing as hearsay, and altahcugh I have not
23% ceveloped it on direct exanisation, I zhink I couldé dc
2éﬁ that, that Mr, Dewey uses these source:s in his pro-

25“ fession as 2 financiel adviser.
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Purthermore, even if this is found to
be hearsay, there i3 a long line of cases in Pennsyl~
vania, both in the Ccmmonwealth Court aad emanating
from this Commission, to the effect that the standards
of evidence in administrative hearings are not nearly
28 strict as they are in either civil court proceedincs
er criminal court proceedings, and it would be our
position that because of the less strict rules of
evidence, even if this is found to be somewhat based
on hearsay, it should be admitted.

Finally, I woulé say shat I thiank Mr.
Dewey's testimeny is valuable. It iz nuech broader
than has been submitted by any other wi.tness. It
covers the entire gamut of the financial community
and on top of that is added his expert analvsis, and
I would request that before any raling finding parts
of it inadmissible is entered by the Chair that we
Save an opportunity to supplement this oral oresenta-
tion with a written legal memorandum.

THE CHAIRMAM: The objections of the
Consumer Advocate as to the hearsay nacure of scme
of the portions of the testimony are danied.

The Commission will attach the approp-
riate and proper weight to the testimony,.

With respect to the objection to the

UOWRDACH & MARORAL, ING. = 27 L LOCEWILLOW AVE -~ HARRTSBURG, PA. 17112
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testizony on the basis that a not sufficient foundatica
has been laid, “thzt objection is denioé at this time,
cubject to renewal at the end cf the individuzl's
testimony.

MR, GORNISE: Madam Chairman?

TEE CEAIRMAN: Mr, Gorzmish.

MR, GORNISE: 1I didn't have a chance to
interject at the time. I bave cne problem with Mr.
Eurgralif’s statement cf the cbjection z2ad I think ke
g2id it at least one time, that this was testimony on
behalf of the banks. I don‘t think==I hope he diéz’t
mean that, and if he dié, I guese I wotld have to
cdject to his objection in the sense that Mr. Dewey
is not testlfying on behalf of the banlis in this cese.
He is testifyiug on behzlf of Barry Associates, ané
I would just like thet clarification.

MR, BURGRAFF: I apprecizte that, Mr.
Gornish. I éidn’t mean to imply that.

THE CEAIRMAN: I think vour objection,
to the extent that it clarifies the record, is well
taken.

Mr. Burgraff, dc you have any cross-
exanircation?

ER. BURGRAFF: Ya2s, I do. Thank you,

Nadamn Chairman.
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1i 2Y 42, BURGRATFP:

21 o} Mr., Dewey, you wers presented

3] with two scenaricn, I beliave, apparen:ly hypotheti-
4; cal, from Mr, Russell. Do you recall that?

5 i Yes, sir.

6 1} May I ask veu, 3ir, if you discussed
?' those particular scenarios as stated by Mr. Russell

8!l with any of the entities or individuals which you 1liat
9|l on Pages III-3 and III-4 of your testimony?

ID“ L The answer to that i3 ne,.

11% o4 I belisve, Nr, Devwer, vou note o
12i Page III~ll of your statement that you in ecssence

Ll consider2d GPU to be 2 financially well-managed

i4) entity; is that correct?

i5 S Excuse me. could you poiant sut
i5|| where on the page vou are looking taer=z?
171 v It would be ia the maia paragrazpl

13! at the teop.

1e A Becinaing the fourt: line?
m 9 Yes,
21] A Well, you will note that I am tkarec

conveying the consensus of all of the zeople taat wa

23 talked to, and all of them ars, first ¢ all, vary

P —— - .
——

faniliar with the finzncial management of the compeany.

o
a

zsﬁ Certainly mcre so than I am, because I am relatively
SICNADASM @ MANSRAL, ING. -0 27 IL LOTTUWILLOW AVE. ~ KARNISIUNG, PA. 17V12 [
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| part of the assignment that we have been giver by tlae

; three guestions which have tc be addressed in this

nev cn the scene here.

Secondly, these pecrle are for the
most part engaged in the public utilitr side cf the
financial commuzity for most of their professional
activities, which I am not.

o3 S0 are you sayinge-

B I bhave said vwhat it says here,
that these people were uniformly of the cpinion that
the company from a financial manzgemen: standpeint lLac
dore well,

4} So yocu are only attempting to cocavey
the ‘onsensus; is that correct?

i That is correct,

Qe And you personally éc not feel
cualified to offer an opinicn in that recard?

A Well, I would mot say that., It is

Commission's Staff to answer, among eother things, the
question has the company examined all the alternatire:
for financing that were open to it?

Prankly, that is not a guesticn that ve

have focused on at this stage because u2 thought &I 18«

heariang were of higher priorisy. We vill cpine oz
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o) Well, as I understand your testi-
mony, You are testifying that you perhaps will have
an cpinion later, but you do not have one at tais
peint in time?

A That is correct.

Q Thank you.

At Page III-4, I believe you testify in
the last answer that the consensus of the individuals
vycu interviewed indicated that the comrany needs an
order facili:ating rapid recoupment of the extraoréi=
nary purchased power coszts; is that correct?

% That is right.

9 By extracrdinary purchased power
costs, Mr., Dewey, do you mean the costs deferred from
the accideant or all current eRergy cost reacovery or
beth?

A Both.

2 Mr. Dewey, in your cpinicn was i:
geod financial management Hr the comparyv in this caue
not te seek the rapid recoupmeant referred to as the
consensus cpinion and as your opinien?

A You mean nct tec seek more rapid
Iacoupmzent than they have?

Q Well, no, I woulld like to stay wiz
the first guestion initially.

--m&mm-ﬂamlm-mnmumu__ -




: Deway = Cross 3362 ry
25 ~n other words, you are injecting a
2' definition c¢f rapid-- :
3 A I am sorry, then I don't understand
41 the guestion, because I don't understand your defini-
5? tion as you think it juxtaposes with mine of rapicd.
5; G Well, perhaps we could just start
7! with your definition of rapid.
}
3@ A I heven't got one.
95 o) And the consensus 0f people vou
103 intervieved, would you indicate what they felt zapis
11} would be?
12 A We didn't get into epecifics on the :.
13 1 S¢ in other words, "Tie consensus
142 ©f zhose intarviewad was that an order facilitating
15; appropriately rapid recoupment...® waz neesed but no
16| one spelled out exactly what that was:; is that
17} correct?
18 A That is correct.
1e g Would you coneider the present
ZOJ collectirn as being rapid recoupment, including the
;;? interim level whick is in exietence zt :his point?
22} A Well, it cepends upcn when you want
g;é an cpianion en that. Rnowing everythine that I kaow
;‘g today sitting here and knowing what the other parts o:
: the TB&A team have testified to, I woulé say it is

mamm-anmu‘-mm&nu’n,—_i
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insufficiently rapid.

) Well, then, Mr. Dewey, in your
opiaion, do you coasider it good financial management
for the company to ia essence hav? sought an insuf~-
ficiently rapid recoupment ia this proceeding?

A Well, vou see, the »roblem with
answvering that yes or no is that you are assuming that
their opinicn about a couple of things will agree
with ours.

Now, as ycu recall hearing Mr, Wheaten
say this morning, it is the opinion of the TB&sA
experts in the power and nuclear area that more money
should be spent on th: cleanup cperaticns faster
and that the ccompany has not been spending what it
might to accomplish that because of firancial problems ,
The company may well disagree with that, so that what
we characterize as insufficiently rapicd they might
think was enough.

g Well, that may be, Mr. Dewey, but
I am asking your opinion. I am not asking the company'#
ocpinion. I am asking your opinion.

A st you asked me my opinicn as &o
whether it was good financial management.

Q In your opinion. :

A Well, assuming that you agree with

od
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11 cur conclusions as to the cleanup, then it wouldn't:

ZF be good financial management, but if vou disagreed

3}l with us and vou started from a different premise, thern
4|l it might Dbe.

3 [ Just 28 & point cof clarification,

6} ur. Dewey, or Page III-4 of your statement, who is the
7} company's financial adviser?

¢ A Mr. Sanford Reese of the firm of

§{ Reese & Chandler.

10 [} On Page III-5, Mr., Dewey, you male
i1}l some statements concerning the issue of bankruptey; is
2§ that correct?

13' L Yes, sir.

i4 [} Now, am I correct in assuming, sir,

G

that you yourself did not do an independent analysis

16} of the effects of bankruptcy in this case, d4id you?

17 A No.

18 @  Now, earlier I believe Mr. Wheaton
19§l testified that Theodore Barry & Associates did not

20} rely on Mr, Miller's testimony as to the cpinions

21| expressed in your report concerning the spplication of
22|l the Bankruptcy Act and the effects of bankruptcy.

23’ Would I be correct, then. that you re._iei
24! on Mr. Levy's statements? Would that be a preoper

25{f characterization?

momm-uuw.m-mr&ml&—?— -'J
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A Well, you know the answer to this
is the same as rating agency determinations. You
come to a judgment., It is based on a number of
factors. It is based on one’s own experience., It is
based on testimony. It is based on conversations with
people who are important actors in the play.

Certainly to socme extent Mr. Levy's
testimony has importance because of his great cxpe:ietc?
and eminence in the field of utility regulation.,

Mr., Miller's testimony is important
because he is one of the leading authorities on
bankruptcy in the United States. That is not, however,
all that went intc the analysis which produced this
ceonclusion,

0 So you are saying you didn't relv
on Mr. Levy's testimony as the basis for your
conclusion?

A Well, would you like tu nave my
answer read back or did you want a yes or no?

Q What I am trying to arrive at,

Mr. Dewey, is if you relied on it or you didn't relvw
on it. b

- The opinions and experience of Hr.

Levy are a portion ¢f the decision-makiﬁg process here,

You should know, however, that in addition to reading

MOHRBACH & MARSHAL. ING. = 27 & LOCXWILLOW AVE. - HARRISDURG, PA. 19112
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} i
1!l his testimony, vwe also interviewed M-, Levy and Mr.
Zg Guthrie, in Washington.
3? o} On Page III~6é, Mr, Dewey, &id you
4% concern yvourself with the action by Standard & Poor's
5% in reducing the GPU bond ratings; is that correct?
6 I That is correct.
7” ) And I believe we have had some
3” discussion cf that sc far. I believe you referred to
9l Mr. Bogan earlier, I have a few questions in this
10} regard.
11! Is it more proper for us to refer those
12} guegtions tec him or to you?
I3d : A Certainly to him, because he is the
14} one that had the interview.
15 e 211 right, thamk you.
18 Mr. Dewey, have you seen MetEd/Penelec
17|l Exbhibit M-3, which was presented by Mr, Seligson from
18!l M2rrill Lynch?
10 A Excuse me, do you mean his direct
20 testimony?
21 o No, this was an exhibit offered.
22‘ A Well, I am afraid I don’t know what
zsi vyou are talking about.
24’ Q We will preesent a copy to you.
25 A Ko, I don't believe I have seen thisJ
MONMRACH 3 MARSHAL, ING = 2% N. LOCXWILLSW AVE - HARRISBUNG, PA, (5138 —
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Q Now, that document, if you couléd

look at it, if you glance through it, evidences

Herrill Lynch's ratings of state utility commissions.,

Do you see that?

A Yes, I see what this is,.

0 Now, if you could look through those
various ratings and the dates on each particular cne,
do you see any evidence of any alteration in the
rating of the Pennsylvania Commission by Mezrrill Lynct
after the June 19, 1979 decision which this Commiscsior
rendered in Phase 1 of this proceeding?

MR. P. RUSSELL: Madam Chairman, I wvouléc
object to that question. Mr. Dewey has not seen this
exhibit previocusly and has only had approximately a
minute to look at it, I think that any guestions z2a3k-
ing for his interpretation of it are really unfair,
because he hasn't had time to lock at the document.

Any questions relating toc the face cof
the document are really superfluous. The document car
speak for itself,

MR. BURGRAPF: Well, Madam Chairman,
there are simply numbers involved behiné Penasylvania.
It is relative easy to go through it and Mr. Deway
has offered testimony as to how this Commission is

perceived in the investment community and I am showinc

MONABACK & MARSMAL, INC. = 27 N. LOCKWILLOW AVE. = HARNSEURG, PA, 17112

/



Dewey =~ cross 3358

- ——
————— ——

him Mr, Seligson®s exhibit as to how Merrill Lyach

4

rated this Commission both before and after the

L8]

3|l accident.

4 TEE CEAIRMAN: Mr, Burgraff, the peoint

£l ©f counsel that the witness has not seen the document

6{ before and hasn't had time to read it is well taken.

7 Could you perhaps rephrase the guestion
8! by specifically referring either to specific pages or
9' quoting from the document in asking your guestion?

10 MR. BURGRAFF: Certainly.

11% TEE CEAIRMAN: Dc yoru only have cne copy?
12 MR, BURGRAFF: I only have one with me,
13“ yes. -

14 MR, S. RUSSELL: I have loaned our COpPY t¢

15{ counsel, so counsel has one.

i6 THE CEAIRMAN: Well, I guess you get <o
17 egit together, then.

18 MR. BURGRAPF: I take it vou do not

19 bave a copy. Would you like to glance through it and
20 have a minute?

21 TEE CHAIRMAN: If you are geing to tale ik
22 away from the witnees, I am not sure hew you are gcinc
23 to be able to ask him guestions which involve lookiug
at the dccument,

MR, BURGRAPF: Well, that is a problaenm,

m.mm-ruwa&-wmmu—__‘
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I was going to comsider passing it to the bench
first, but I will just proceed.

MR. P. RUSSELL: Perhaps, Madanm Chairmacz,
if Mr. Burgraff would pass the copy to you, if you
could look at it, I feel that our objection==I would
like to renew it. I don't understand what the docu-
meat says from looking at it. There are Ppluses and
miluses and stars and I just think that it is an
impecssible line of cross-examination withcocut Mr. Devey
baving had some period of time.

THE CHAIRMAN: Well, the witness is an
@xpert. Perhaps he will understand the pluses and
minuses and the stars.

What is the number on that document?

MR, BURGRAFP: This is Exhibit M-3,

! MatEd/Penelec.

BY MR, BURGRAFF:

[+ Mr. Deway, I show you MetZd/Penelec
Exhibit M=3., Could you read the date ¢u the top
right-hand column of the first page?

A April 1979,

c Thank you, sir. I refer You to
Page 3 of 6 of that document.

Could you state for the racord the ratin)

that Merrill Lynch has given to the Pernsylvania

moum.u-oumm-wmn. mn-_——-——-l

\\"/



Dewey =~ cross 3370
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1h jurisdiction?
A L 3 with an asterisk,

. 3) o} And on Page 2 of this docunment,
4: could you read what 3 with an asterisk means?
s i Yes. It says "Is Average."
6! (4} And if I refer you to Page 4 of
7| that document, sir, could you read the date that is
8| shown thereon?
L) A August 1979.
10: o3 Ané could you read the opinion eon
11} regulation shown for the Pennsylvania Commission c2
L2 that page?
pic} A 3 with an asterisk. -
14' [+} And if you could do the same ing
lS? on Page 5, please?
16 A BEovember 1979.
17 1} And the rating, please?
18 A 3 with an asterisk,.
19 Q And on Page 6, the date, please?
20 L February 1980.
21 o} And Merrill Lynch's Securities

22|l Research Division opinion on regulation for the
23}l Penneylvania Commission?
24 A 3 with an asterisk.

25 2 Thank you, sir,

-

mamm--nmm-mumu
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¥r., Dewey, given vhat you have just
read from MetZd/Penelec Exhibit M=3, &o you have any
cpinions as a financial witness as =o any possible
reason why Standard & Pcor's action would indicate a
different view of the Pennsylvania Commission than
the Merrill Lynch Securities Research Division? '

a No.

MB, P, RUSSELL: Madam Chairman, I
would object again to this line of gquestioning. 1If
you turn on Exhibit M-3 to Page 2 of 6§, thera is ar
entire page of explanations of what the ratings of
the various regulatory jurisdictions mean. I would
admit I have not read that entire rage, but below the
mere numbers, where Nc, 3 asterisk is average, thera
are three paragrapins of explanation.

¥ow, I am not sure what conclusioas,
if any, are proper to be drawn from the face of the
exhibit which we have just seen put intec evidence,
but in any event, Mr, Dewey is not the witness to
draw those conclusions since he has only examined
the document for about now three minutes,

MR. BURGRAFPF: Well, Madazm Chairman,

I think the guestion isentirely appropriate. The
witness has described what the ratings are. The ra:ix;q

have not changed. BHe has made some statements

NOWREBASK & MARSMAL, INC. = 27 I LOCENTLLOW AVE. ~ HARRISBURG, PA, 177 12 e o e —J
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A

conceraing the financial community's view of regula-
2)| tery climate. We are simply presenting him with a

2} document that has been entered as an exhibit in %his
41l case that indeed comes from the financial community
and we are asking him to eimply explain the differen-
tial in his expert opinion.

MR. P. RUSSELL: Madan Chairman, may I

approach the bench just tec show you Page 27

W 6 =3 O Wn
o

TEE CHAIRMAN: I have seen it, I hav:
10/ a copy of it,

MR. P RUSSELL: I @didn': realize you
2§ have a copy. I am sorry.

THE CHAIRMAN: Mr, Dewey, do you reccj=-
nize Merrill Lynch as a leading expert in the fielc?

TEE WITNESS: As a leading expert?

THE CHAIRNMAN: As a leading expert.

TEE WITNESS: Certainly.

TEE CEAIRMAN: Your obiection is den:i:d.

TEE WITNESS: Excuse me, is there a

MR. BURGRAFPF: I believe there is.

Would you repeat it, please?

(The Court Reporter then read back &!:
guestion as follows:

“Question: Mr, Dewey, given what you

MONRBACH & MARGHAL. INC. = 27 M. LOCEWILLOW AVE. — MAREISBURG, PA. 17112 e s -t
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have just read from Me<Ed/Penelec Exhibit M~3,
do you have any opinione as a financial witness
as to any possible reascn why Standard & Poor’s
action would indicate a different view of the
Pennsylvania Commission than the Merrill Lynch
Securities Research Division?")
THE WITHNESS: Yes, I have. And I suppoe:
you would like me to tell you why.
BY MR. BURGRAPPF:
[+ Yes, I would like ycu to.
)-8 Pirst of all, I thizk the document

that you brought over here is a report of the Merri.l

B B E B © o @ & th & & W m

Lynch Research Department. Now, Merrill Lynch is not,

N

I believe, monclithic and their Research Departmens is

G

a different part of the firm from their Investment

&

Banking Department where Mr. Seligson, who has testi=-
17! fied here, is one of the senior officers. SN,
18 So I do not rule out the fact that he
19! might not agree with his Research Department and

20 may be more currant on the subject.

21 Secondly, I don't think it is at all
ZZP unusual that the rating agencies might well disagres
23J with Merrill Lynch and they mi~ht disagree with the
24| rating agencies.

25 And, third, I think the entire thing is

-

MONRBADM & MARSHAL. INC. = 27 L. LOCKWILLOW AVE. ~ HARRISDURG, PA, 17112




Dewey = cross 33714

T
i
|
i
:

i
i

——

E v & ~ &6 it & & o i

G B B

14

16
17
i8

2 matter of degree,

In answer to your guestion earlier, I
don’t think that the regulatory climate is the only
factor; it is certzinly not the only fazcter that weat
into the action of Standard & Poor's. I think it is
@ factor anc I thought it was worth commenting on.

I think, however, also if you read Mr, Seligson's
testimony here that you will find Mr, Seligson some -
what worried about it, irrespective cf what his
Research Department says.

) Mr, Dewzy, do you believe that cis!
flow is of critical importarce in the viability of :®P12

A Certainly.

Q Let me offer you a third scenariy,
Mr. Dewey, and that scenario woulé give GPU all of
the cash flow benefitz that they have regquested in
tkis benefit, and that would be namely the 6.9 mill:
increase in replacement power cost.

Would that solve the short-term crisi:
in your opinion or the financial community's?

MR, S. RUSSELL: Well, I woulé join
Mr. Gornish in objecting to mischaracterization of :he
positicn of respondents in the picture, because the
petition before the Commission on behalf of MetEd fr

increase in its energy clause level did not limit ¢ie

il
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reguest tc 6.9 mills, The 6.9 mills came into the
pictv. e only as an interim raquest and, therefore,
does not represent, as I think you said, all of the
relief which the respondent, HMetEd, has requested
in this precceeding.

MR, BURGRAFF: Well, I am sure we hav:
a difference of opinion there. However, I will re-
phrase the guestion, Mr, Russell.

BY MR, BURGRAF?:

e In Scenario 3, ¥r. Dewey, we giv»
to GPU the 6.9 mills which has been se“ on an inter.m
basis as an increase in its recovery replacement po re:
cost; would that sclve the short~term crisis in you.:
cpinion or the financial community’s opiaion?

A Baefore I answer vou, I must apecl =
gize. I don't see how that differs frcm Mr. Russel . 's
f£irst scenaric which was, it seemed to me, the same
thing, in that you were saying that the TMI-l issue
will not be resolved at this point and in that I
don't see how it differs, I will give vou the same
answer I gave him,

And that is, I do not kacw how long :ie
banks are going to go on advancing funds here unles:
there has been a favorable resolution of the TMI-1

problen.
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Q Well, let's builéd into that
scenario, Mr, Dewey, the simple fact as Mr. Russell
perhaps stated that the base rates dc nét change from
what they are now, in other words there iz no reduc:icn
in base rates due to TMI Unit No. 1.

Let's look at it from that point of viev,
with a scenarioc that includes the cash flow situation
by in essence 6.9 mills; what is your opinion on that:

)-8 I thirk if ycu dif that and TMI-1
was not remocved from the rate base, that from a cas.
flow standpcint I would have to recheck the figures.
but my guess is the company would be okay.

o} Wouléd your opinion be the same,

Mr. Dewey, if a decision of this Commicsion removed
TMI-1 from the rate base but did not negatively
impact the cash flow of GPU?

A No, my answer would be different.

e Mr. Dewey, based cn vour last
answer, do you believe that it would be a responsiltle
action on the part of the banks to stop advancing
funds to this company whkere there is an order that
in essence addresses the company's short-term cash
flow needs as we have just discussed?

L Yes,

[+ If such a halt were due to their

momnanr-uwau-mmm'smu———i
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ﬂ determination that the oréder--let me rephrase that.

Let's gc back to the scenario, Mr. Dewey, where the

Ly B

6.9 mills is advanced but TMI-1l is removeé from the

rate base without negatively impacting the cash flow
benefits of the 6.9 mills which we have just discussed.
All right.

Assuming that decision was made by this

Commiszssicn, do you believe it would be a responsible

OV O = O W 2
— =N

action on the part of the banks to stop advancing

i0|| funds to this company if such a halt were due to

11| their determination that an order of this tvpe while
12/ addressing the company's short-term cash needz was a
I3}l material adverse change?

14“ i Yes.

15 TEE CEAIRMAN: Mr., Russell, let me

16|| take the opportunity to ask are all of the witnesses

17“ available tomorrow?

18 MR, P, RUSSELL: Yes, ma‘'am, they are,.
1¢ THE CHAIRMAN: How much further croes~-

zoj examinaticen do you have?

211 MR. BURGRAFPP: That is all we have cf

22J Mr., Dewey.

z_ei! MR. P, RUSSELL: Madam Chairman, althouch
;4ﬂ all four witnesses will be available tomorrow, if i<

25l is possible I would like to finish Mr. Lewey today

—
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and not have hin
possible,

THE CHAIERMAN:

here tomorrow.

if it is not

3ut

he can be availablz tomorrow.

Do the other parties hive

cross—-examination of Mr. Dewey?

Miss Dufour.
ME., DUFPOUR:
TEE CEAIRMAN:
MR. BOWERS:
TEE CHAIBMAN:
MRS, SMITE:
THE CHAIRMAN:
MR. GORNISH:
THE CEAIRMAN:
MR, GORNISH:
THT CHAIRMAN:
MR, GORNISE:
fifteen minutes.

THE CEAIRMAN:

BY MS., DUPOUR:

<

About 2 half-dozen guesciors|

Mr. Bowers.

Very brief.

Mrs. Smith.

One guestion.

Mr. Gornish.
Yes.
Ya2s /hat?

Yes, I do have gquesticn:.
Approximately how long®
I would say about ten c¢:

Miss Dufour.

Mr., Dewey, which utilities was i:

suggested and by wvhom that would not have survived

T™MI?

2

No utilities.

That was 2 gener:.

conclusion stzted by several of the pPecple we talkei

to.
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Q Are utilities not usually frank.
d-ligent and accurate when dealing witl the firnanci |
coamunity?

A Most companies £fall into that==-1I
forget your exact words--but most companies fall
within that, yes,

o3 Can you tell me who doesn‘t?

A There are a number ¢£ instances .7
companies that are perceived tobe secrc tive, evasi‘
and lots of other pejorative words like that., I
would rather not name them, but you worldé £iné ana. =i
who would have their own opinions on e,

Q Is that reflected ir their abili
to acquire debt?

A Sometimes yes and scmetimes no.

Q Can you t2ll me the nature of yo .-
discussions with the NRC?

A Yes. We interviewe« Mr. Peterso
who was Direccor of the Finance Divisicn, principa.

discussing with him what role the Finarce Division

will play when it comes %tims <¢c relice: se and resta -

. - ——

TMI-II
Q Was your conversaticr zocugchked ir
terms of when it comes time?

A We tried to elicit 1hat frem him

d
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but unsuccessfully, because I don't think he knows an-
mere than we do.

e Are the uncertainties associated
with potential bankruptcy of MetEd due to inadeguate

time to study the possible results?

8 Partially.
Qe To what degree, percentagewise?
A Well, I am afraié you get a long

answer to that one, you see, because thesoretically
it might be possible to arrange a transfer of the
franchise and then let the company go.

Whether that is practiczl or net we
haven’'t had time to address. On the other hand, ther:
are many other questions such as the fact that we nas:
got a2 new Bankruptcy Act which is guite different frca
the one we have had for the last 41 years, anc whose
major provisions have not been tested in th2 courts.

It sirply is impossible to predict what
weuld happan in the case of a bankruptecv to electric
service, to whether anybody would sell the company
anything, and in that case would the courts allow
the vendors and the puwer suppliers to be psid? - Vhat
would be the role cof the creditors?

It is a bog is what it is, ard the +time

to study what might happen specifically to Metropolit:n

MOERDACH & MARSHAL. INC. - 27 K. LOCKXWILLOW AVE - FARIICEURG, PA. 17713
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Zdison may well not solve the problem, but we are
in a sea of uncertainty because of the new act.

Qe But at some point in time some
company will have to go through that uncertainty, isr’'t

that true?

A There have beer a number of companie:

that have gone bankrupt since last October 1 and I am
sure that a number of the issues which will be impor-
tant and enlightening are making their laisurely way
through the courts at this time, but not enough of
that has beccme case law for anybody to be akle to
predict what would happen.

e Why in ycur opinion is this
Commission or the ratepayers the only means for
MetEd's financial viabilitvy a: this time?

A Well, you can’t go to the capizal
markets which is really siaply a means cf postponing
paying for something. You are getting a service==-it
is the old theory, you pay for it now anid vou pay fo:z
it later, and the capital markets and the bHarks are
simply a matter of allowing the ratepayer to pay for
it later.

e But isn’t it true that the sta=e ¢
federal government couléd be approached to deal wi<zh

this issue?

— MOMTTRACH G MARSMAL, INC. = I7 N. LOUCXWILLOW AVE - HARNITDURG, PA, T112
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A I am sorry, but I am afraié I
den't kaow what the law is as to baile-out provisions.

o] Why in your opinion hasn't MetEd
discerned what the law is in regard to that?

a I don't know what they haven't.

4} If they haven't, why wasn't it a
subject of yours in your preparation of this to-ti-
mony?

A Well, it is not part of our
assignment. Obviously it is something wea might focus
on later, but this is no% cne of the thrse areass that
we were to look at for these proceedings.

e In your opinion is the company
being responsible to the banks by not exploring all
avenues of relief at present?

MR, S, RUSSELL: Well, this is assuming
that they haven't. We have an exhibit in the record
which shows what they have, in fact, done,

MS. DUPOUR: All right, I will withdray
the guesticon,

BY MS. DUFOUR:

o} Who proffered the sophisticated
¢pinion that transferral of MetEd's franchise cculd
be accomplished without financiai catastrophe?

A The S.E.C,

MONWBACH & MARSHAL. INC. = 27 N LOCKWILLOW 4AVE — NASRISBURG, PA. mt’a_——--—
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M5. DUT'OUR: That is all the guestions
I have.

TEE CHAIRMAN: Mr., Bowers,

BY MR, BOWERS:

e Mr., Dewey, ny name is John Bowers.,
I represent two Metropolitan Ediscn ratepayers.,

I believe I recall that vou testified
that your testimony as toc the views and the perceptiocis
9f the financial community would be thz same even if
you had not discussed those matters with the members
©f that financial community. Is that correct?

A I think I said might well te the
same. I didn't say for sure tiat it wouléd be.

Qe Would I be ccrrect in characteriz-
ing that outcome as a strong likelihood?

A Yes, I think wvou would.

e Would such a practice be acceptabl:
ina your profession? What I am referring to is the
practice of characterizing the views of other pecple
without baving had any personal or direct contact
with those people whcecse views you are repressning?

A Could I have the question reread?

(The Court Reporter then reaé back the

pending question.)

THE WITNESS: But with the exception cf

MOMRDACH & MARSHAL, INC. = 27 I, LOCKWILLOW AVE. — HAIRISBURG, PA. 17112
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the representative of Standard & Poor®s, I have haéd
perscnal and direct contact with all of the cther 13
People cn the list that were interviewed here.

BY MR, BOWERS:

41 I understand that, sir, but your
testimony has been that even without such contact
there was a strong likelihood that your testimony
would be the same.

My question is eimply whether or not
esuch a practice would be regarded as zcceptable under
the standards of your profession?

A Well, I think the short answer to
all of thie is that I happen to agree with the wvay
these people view it and, therefcre, had I not seen
them and here were their views, my views are the same.

0 Perhaps I am not making myscelf
clear. Your testimony consiets, as I read it, at lez st
almost entirely of your understanding gained through
direct contact with members of the financial communit:’
of those persons' views and perceptions with regard t)
the conditions necessary for the short and long~term
financial viability of Metropeclitan Eédison Company.

Is that an accurate chzracterizetion of
your testimony? |

A That is correct,

m.mm-nnmm-mr&m—-——
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e And ynu have alsc testified that
vyeur tastimeny as to these views and percepiions woulid
most likely be the same or remain uncahanged even if
vou had nct aad any such direct contact with those
persons. I3 that also correct?

i Ne. I see where your problem is.
i think, and by the way, this other happens very
often, in the case of presenting expert testimony.
Vary cften somecne in my position will be azked
what is your opinion about what wculd hapgpen if A
Sappened or if B hi:ppenad.

Don’t go ask anybody, just give us your
opinion. Now, had that been done here, ry opinion
would have come out at the same place it came out
after I went and saw all these peopl2, I think that is
basically what I was szayiag.

[+ In other wecrds, vou would feel
gualified to represent the views or probably actions
of the members of the investment banking community
which have extended credit to Metropolitan Zdison
Compazy on the basis c¢f such a hypothetical suestion
wtihout having had any pérsonal or dirse: contact
with such persons?

A Ckay. 1II you are talling about

extending credit, you are talking about the banks

MOMRDACH & MARSHAL. INC. - 27 . LOCIWILLOW AVE. — HARRISUURG, PA. 17113
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basically now. I would be glaé to answer your gquestion:
on any of the other people, but if scmebody had come
to me in 2 vacuum anéd said here is the revolving
credit zgreement, here is the situation, here ara
the things that the Commission may well do, what do
you think would be a possible or likely outcome=-
again, this iz pure speculation--my answer would have
been "Gee, it is pretty hard to see in that case
where the company would have 2arnings and financial
viability to pay off the banks in the future zad
therefore you better werry that they will stop iending
you any more monev.”

it is not an irrational way of looking
at it, vou know.

o} But the manper in vhich your pro-
fession ie practiced, would it not be regarded as
2 preferable procedure to seek out the views of the
banks involved in the revelving crédit agreement
directly rather than attempting to institute or
discern what those views might be?

A Acreed, and, therefers, that is wkat
we did.

[} is there any respect that you caz
identify in which the interest of the banke involveé

in the revolving credit agreement could be considered

MONRVACH & MARSTHAL, INC. = 27 K LOSITWILLOW AVE — MARRIGDURG, PA. 177(2
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to be diffsrent or distinguishable from that of

L)

detropolitan Zdison with reaspect to the issues

before this Commission at the present tize in this

- ——— s -

proceading?

A Well, when you say Metropoclitan
Zdiscon, when you talkx about a company, you are in
@ssence talking about its ~wners, the stockholders, and

therefore, my answer to your question is yes, because

—

there is & likelibocé if the banks Pull the chain ané

O W 0 =2 & U &

Py

the cempany goes down the drain, it may well be that

i
-

EI ¥
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the stockholder of Metropolitan Edison will get

nothing, whereas +the banks may get scme recovery on

their loan.

ia One is a secured creditor ané tae other
i54 is a stockhclder and there is also a divergence of

16|l interest.

17 e Bot simply with respect %o the issae:
13{ before this Commission, which I assume you are cogai=-
19? zant of, is there any distinguishabls interest that

zo: you can see as between the banks and Metropolitan

21l Cdison?

2 A No, I thinx they bot% want the
23| banks to stay healthy and survive and serve tke
24" territory so the one can contiaue in business and

25 the other can get paid its lcans.

mooonmm-t’lw-\u-mm PA ATV IR e e

-/



Dewvey = cross 3388

"’ O\ ". ‘}v

oy

0

B

5 BB

A
i

B

MR, BOWERS: I have no further gquestions.

THE CEAIRMAN: Mrs. Smith.
SY¥ MRS. SGMITE:

Q I am Mrs. Patricia Smith anéd I am a
very much concerned ratepayer.

How much ratepayer input did you have
izto your report?

You said ratepayer input?

Yes.

A
e
A None.
! None?
A None.
Qe Why not?

A My portion of this study, Mrs.
Smith, Is the financial impact of various cutcomes
and with all due respect, I don’'t thirk the ratepayers
are prinme movers in causing a financial impact and
part of thec universe to whish our inguirsies were
directed,

vy Well, that hurts my feelings thet
we weren‘t 1mpo:t$nt, We are just pawns and puppets,
or is that an unfair statement?

A Well, vou are the wards of the

Commission. VYou have got a regzlated Icncpoly provié-

ing service here and the regulators ars right here.

MONRBACH 0 MARSHAL, INS. = 27 N LOSTWILLOI AVE ~ HADETSDURG, PA, 17512
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MRS, SiITH: Zou answered my gqusstion.
We bad no inpnt into ycur report. Thaank you.

TEE C3EAIRMAN: Mr, Goranish.

BY MR, GORNISH:

e Mr., Dewvey, you testified that vou
sought information from the financial community. What
de you mean by the "financial community®?

A Would you like the types of people
that we have interviewed so far, because certainiy
thisz isn't the end of the trial, This iz just the
beginning cf our effort.

[+ Yes, sir.

A We have seen taree of yor> ~lients.
We have interviewed the company’'s investment barkinz
firm, Merrill Lynch, their znbliec accountiag firm,
Coopers & Lybrand, their outside counsel, the
company’'s financial adviser, the S.2.C., .iocdy's
Investors Service, Standard & Poor's, and the Finance
Division, as I mentioned earlier, of the duclear
Ragulatory Commission.

e So that just to clawri ¥, to put it
apother way, when you talk about the fia.ncial communits
you were nct simply talking abcut the banks?

L That is correct.

[+ Mr. Dewey, on Page III-5 of your

MONRRACH & MARSHAL, INC. = 27 X LOCRWALOW AVL. = RARRISDURG, P4, 7712
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1? testimony you make a statement about the assurance of
‘3 coatinuing viability, the position cf the agent banks
si that no funds will be available to the coxmpany, et

4J cetera, unlers the Commission provides sufficient rate
5} relief through assuring continued viability.

Gr What in your view is the emergence cf

'.—'q financial viability or first I shcould say what is

2l vour view as to wviability?

9 A A1l right, ©Now, I think there are
10}l twe guestiors there and we have te understané that T
1;# am geing to answer them both at the same time.

12 The first one is what is my nind-re;ding
L'|| exercise as to what the banks view as the ingredients
14ff of continuing viability, and the second cne is what

1) is my view as to what is comtinuing viability.

16 [+ I am asking vou your view.

17 A Okay, you want my view?

10 [} If I ask you the banks' view, then
1Iff T will be accused of using you as my witness,

20 A All right., 1In my view there are

2.l two parts to viability. One is short~term and one is
22 it long-term, az we have heard. I think we hzve :o

25’ lock at tka _oncer terx:, though, becaz.se people are
245 tending to Llend their perceptions now and the ccmpany

25/f m&yY not make it short-term unless there is a consensus

NOHREZACH & MARSRAL, INS. = I7 i LOSKXWILLOW AVE = HARRISBURG, PA, 17]12
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that it will make it long-tarm. Long-tarm means it
is going to have a level of revenues sufficieant to
Pay its costs, service its debt, preferred stock, ané
Pay a dividend cn its common stock sufficient even-
tually to allow the company to cet back in “he market
for common stock the same as are other viable public
atility companies.

It is sinply a level of revenues that
will allew the company long-term to 4o that.

Q What about shert-t2rm viability?

'S Well, as I answerad someone else
earlier, six weeks aco I thougrt perhaps there was a
difference between the two, but I am not sure today
that the company will ke viabile short-term, that is
keep getting money from its suppliers of credit if
they don't think it is going to have the lonc~ter:
viabilizy alao.

Q ¥ow, in tie ssatence that I tock
thia word "viability®” from, it referred to sufficiant
rate relief :to assure continving viasility.

What do you mean bv that?

A Well, rates are where revenues
come from, and I, unfortunately, can’t +ell vou what
is sufficient because the company has asked for one

thing and our technical experts say that mcre money

MOHRBACHN 3 MARSHAL. ING. = 27 N LOCXWILLOW AVE. ~ HARRICBURG, PA. 17712 we—
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13 chould e spent on arncther thing, ané we have got

3% perhaps a delay in getting these rates in place, and
2{ I really don’t think that I can at this point tell vou
4! Or anyone else what is going to be sufficient.

S Mr., Hogan may be able to give you a

€|l better answer to that.

7 & On Page 6 of your testimony, you
8A state that "It is not the cost of outside capital that
9% is most important today" for the GPU companies, *It
1CH iz the very availability of such capital."

Ilg Does this include Pemnelec also?

12} L Yes, sir.

13” 43 From your review ¢f its financial

::

condition, do you believe that it is not able to

2§ cbtain outzide capital?

16’ A That is right. I would be very
171 surprised if Penelec could do any external financing
1€} right now.

i° ¢ On Page 8 of your testimony, you
20|} talkx about the problem of TMI-. in the rate bese and

21| ¥ou have beern questioned on that by others.

2 What is your view cf keeping TMI-1l ia
23{ the rate base?

2% A What is my viev as relatas to whet,

25j| whether it should be or shoulédn't be?

MONRDOACH & ARSRAL, INC. = 27 M. LOSUWILLOW AVE ~ HARUSHIIRG, PA I7712 e ————
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2 Yes.

RS Ch, I think it defini:tely should be.

e Would the ramcval aZfact the
viability of HetEE?

A Definitely.

Q In what way?

A Adversely.

Q And hcow would it affect it adversely

L% Well, as I have tzstified eariier,
it is my clear impressicn that nc more funds will be
advanced to the company by the banking group, and ia
addizion to that, there is a sc¢rious adverse earningcs
and coverage impact, let alone any %<inkering that
micht be done with the immediate cash flow.

[+ So aside from what the banks may
do, it would have an adverse impact in another way?

A That ia correct,

Q On Page 3 you refar to the one
sophisticated opinion, which I belisve vou disclicsed
toc Mr. Bowers was the opinion of the £.2.C. whick was
advanced to the effesct that the withdrawal and
transfer of francbise couléd be accomplLished withcut
financial catastrophe.

Would you cars to sxplain what tihat means

A Well, I don't think anybody krows

MOMRDACH O MARSTAL. MG = 2 M, LOCIWILLOW AV ~ SAGRISTURG. PA, 17113
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44 epecifically what it means, but I az going tec theorize
i

3“ fer you now. If a study wers done ané a suitable

1
\

i alternative provider cof electricity were tc appear

(&

|

l for this area, ané the franchise were o be transferred
¥

RN

.
li and the property were to be transferred for sufficient
|

consideration, this might well be the result,

Qe Is that what that sophisticated

opinicz is or is thate-

W OO0 e W

A Well, that is my summary theorizing

1J) today the conversation & while back. We éid not

explore all of the altercatives, but I think the thrust

»a
A

22|l of the opinion that was offered to us is that there

L night be a wey of doing this, ﬁovinq the franchise.

4 You have got to study it and you have t>
153 talk zhout compensation and You hzve to talk zbout a
15 lot of other things, but there might be a way of doiny
17| ic.

13 e With all these contingencies that

1% you mentioned?

20 A Ok, and many more probably.

21 Q That is like caying if I hazd a
22(|®illion dollars I would be a millionaire?

23 A It is not guite lika that., I
24 wouldn’t go guite that far,

23 Q Well, it requires somebody who is

MOHRSACH & MARSRAL. INC. = 27 R LOSEWILLOW AVE. = HARRISIURG, PA, 12122
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willing to take over tae franchise and has =he money
Lo pay for it; iz that not correct?

A Money or secuvities or various cther
things. Just my own personal feeling, I think you
might be able to design something like that. You
might not like it once you desigmed it, but I am not
sure you couldn’t design it,

) Do ycu think it could be dcne
without governmental assistance?

A I don't know.

Q Mr. Dewey, on Page ll, you menticaed
that, and this is presumably bafore the decision of
the utility to pass its dividend, you say “Whether
9r 20t a temporary passing of the dividend would have
a2 decisive negative effact on long=t2rm access to
equity financing is something I canno: conclude,”

A3 you know, there has been a passing o
the dividend and I just wcndered whether you have any
comment or opianion regarding taat at this time?

A Well, I w#ill comment om i%. A lot
©of pecple ia the financial comaunity r=gard passing
a2 dividend as absclu:iz2ly anath:ma and say that is geing
tc 3hut you cut of the marks:ts for a long tixs.

Obviously it is 3 negative thing tec aave

to do, but I am not sure that the view I just

~= MOWTDASH 3 HARSRAL, INC. = 27 N, LOCXWILLOW AVE = HARRICEURG, PA. 17972 ere—
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1£ exprezsed of other pecple isn't a little extreme. This
za i3 very carefully woréed here becanﬁc I can't tell vou
3 that il you go: earning money again and got iz a

44 dividend-paying status, I can’'t say that you couldn’t
51 30 a commca stock issue sometinme down the road.

6 [y In your answer to Mr. Samuel Russell
?L where you talked about the difference between short-

Si term and long-term, I believe you said that there nay
9? be a way of achieving the short-term which would

10‘ militate against the leong-term.

11! Do vou recall that?

24 A ¥o.

134 o My notes indicate you said by

removing TMI~-1l and accelerating the energy recoupment,

15; that would be a short-term soluticn which wou-éd mili-

ig|l tate against the long-term solution.

17 Does that sound like sowetning vou said?
18 A Would you like me to clariiy that?
10 4 Zes.

e A Well, i1f you were to put the ccmpaay

TS

2 in a position where it didn‘'t need any mere funde f£rea
,q’ the banks, as vcu accelerated the reccupmen:t suffi-

23? ciently fast, in other werds raised the rates. and thay
?45 2iédn't need any more noney from the banks, it secems

23

25 to me you would solve the short-term problem. You

MOHRBAZN © ITARSHAL, INMC = 27 1, LOCKWILLSY AVE = MARZISEURG, P, 17112
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zsa ¢ There were some guesticons asked
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would Zave an earnings and casi flow impact, aowever,
that weuld go sn for a long %time, until TMI-1 gets
Sack, until hearings are held, it went back in the
rate base, &t cetera, and I ink that that would be
very detrimental to long=-term viability.

e What I want tc ask vou first is do
you recall making that statement or do you still not
recall making it?

A ¥ell, I guess what I have just told
you is what the statement would have meant if I recalises
nokiag it.

e And can vou tell me why it would

militate against the long-term?

A Well, because cf the earaings iapact
vou have.

1) What do you mean by that?

A ¥Yell, the rescovery of the ceferrec

2cergy account has a beneficial cash flow impact, but
it does not have a beneficial earrings impact. That
is, after all, a deferr=d item,.

Therafcre, while that will have a balarn:-
effact on ths removal cf TMI-l from the rate base az
far as cash_flov gees, it does not help earnings and

intera3t co-rarage.

\ /
.
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Tagardiag tlz2 respensibility cr respcnsiveness of
22 anks. In yecur view is it reszponsible for the
banks to state what their views are as to possible
nzterial adverse changes based on regulatory deci-
sions?

i Certainly.

44 If they diéd not do so, would vou
perhaps characterize that a& irresponsible or is that
going toc £ar?

A Yes, I think that is going too far.

e Didé you explore the situation sur-
rounding the consuzmztion of the revolving credit
dgreenent In your investigaticn, in vour ctudies?

A Well, we discussed the ztmoephers
ané the financial situvation at the time not cnly with
your clients but with the company ané, well, everycody
else we talked to, because. of sourse, we weren’'t
Paying attention at that point, not having been
involved, so we had to recrzate it.

So I would say yez is the ansver tc vour
guestion,

Q Do you know what the ascumpticn wa:
et the time that was consuzmated regarding when TMI-1
would return to service and it woulé no longer be

necessary to purchase 2s much power?

HOERELASN & IANSHAL, NS =~ 27 I LOSKWILLSIT AVE ~ RASRITIURG, Pa. 17712

-

e

e —

o




Dewey = cross 3399--

Y

™
— & X

&

——

-

B 0 B e L

=

X KR

BB N BBE&E S & L

R

kS 7es, I think it was much earliez
Zhan the company’s presant assumption,

2 Does the fact that it has neot
Teturned to service, THMI-l has not returned to service
as early in your view or your opinion give cause
for the banks to be concerned?

A Yes,

e On the last page of your testimony,
Mr. Dewey, vou state that the positicrn of the baaks
is "...that they are pleased to finance the
activities of the company, but are unwilling to
advance funds for purpocses such as cleanup costs
unless they have assurance as toc the suurce »f funds

to repay their loans."”

L e ——.

What do you mean by the word "assurance®?

a I den't knew what I mean by
"assurance.” I think that I mean that the banks have
to feel, have to come to their conclusion tha* the
company will have the money to pay them back and
what goes into the decision proceus I think depends

upon what the elements are at the tima,

LEY

Q In the next sentence you say, "I
tiis iz neot :tc be through ratez, it would appear tnat
another source or sources would aave =2 be in place

before the banks would feel justified in making loans

MONRDACK 3 MARSN L, (NG = 27 7 LOCKXWILLOW AVE — HAQRISSURG, PR, 19112
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£or that purpose.®

What source or sources are you referriny

A I have no idea.

Q Well. is that your statement or
is that the way you are characterizing the banks’
statement?

o The latter.

MR. GCRNISE: Neo further guestiors.
Thank you.

TEE CEAIRMAN: Do any of the Commissionar:
have guestions?

, Commissioner Taliaferro.

COMMISSIONER TALIAFERRO: Mr. Dewey,
vou heard me address questions earlier which Mr.
Wheaton said I should properly addresz to you.

One of the questions concerned the re=-
volving credit agreement, and then earliar today you
referred to it as being unusual., What I would like
204 *© know is: Would you characterize it as 2 first of
211 kind, or, in other werds, how in your opinicn is
this revolving credit agreeme=t so unusual? Why is

23£ it so unusual?

24] THE WITNESS: All right, fine. The fac:

of 2 revolving credit agreement of this relative

MOWRDACH 0 MARSHAL, INCG. = 27 1L LOCKWILLOW AVE = EARNISTURG, PA. 17112
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magnitude where a company has substantial oroblems
is no%t unusual. It doesn’t happen very often, but it
has hapoened.

The part of this that is a little
unusual is the material adverse change clause. Now,
that is not unprecedented either, but the combira.ion
doesn’t happen every day.

COMMISSIONER TALIAFERRO: 9Okay. The

other gquestion that I asked was in your taiking to

members of the finaancial community, 4did 7ou come acroas

any say major member of the financial comaunity
similar to the signatory banks who indicated they
did not enter that arrangemant and vhy?

In other words, what I zm trying tec get
at is those who did enter it, are ther cut there on o
limb, did they do it knowingly? We are back to this
responsiveness.

TSE WITNESS: I think that they are out
on a limb. I am not sure that their collatesral is

sufficient to pay them back. They dic it knowingly

and it is my understanding, although vou may have hear-

3ay problems with tkis, it is my understanding that &
number of banks turred them down.

COMMISSIONER TALIAFTRRO: I guess I hava

one fianal question. No, that i3 fine. I have nc othar

MORRBACNH 3 MARSMAL, INC. = 27 I, LOCXWILLOW AVE. — HARDISGURS, PA. ¥7712
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f
1% .1T85 CHAIRMAN: Commissicner Johnson.

2 ‘CCM!-IISSIGNER JCENSON: Mr., Dewey, we took ycﬁ
3}Lthrough the paces this afternoon, and I am juat going to

4! ask one cr twq/:?ry brief gquescions.

5 As I read III-6, the first paragraph, a comment
6!l i3 repeated more than once in the same pa:aéraph. and that

iz lowering the bond ratings of the GPU subsidiariee, that

it clearly evidences alarm with respect to the Pennsylvania

H
?ﬂis that you ars characterizing the action . Standard & Poor's

{

|

I

Ltsgulatory climate, and then you repeat that, +his rTegulatox s
climate.

I am wondering, Mr. Dewey, tha banks have

13/l access to information pertaining to the fate of the GPU

systam, and particularly MetEd, at the hanés of ths Pragi-

Iaghavn S pay. We didn’'t say anything harsh spout them. Zet
Pennsylvania regulatory climate. It ia sorathinc that vou
fsaid very recently in ra2zpense to a guestion.

I think you indicaisd that yeci did have tiiz

informaticn on the basis of coaversations with resrconsibkla

24
zsi!butv.r, had thay not been availablie to you, you would have

officers of the banking communiiy who wers involved harze. "

HONRRAL 3 MARDHAL, INC. =~ 2¥ 1L LOCTWILLS'Y AVE. — AARRIOSURG, 'A. “T118
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T3ached the same opinion as vou looked 2t the facts.

Zou, too, I svppose fzel that there i3 scmetiing

I

awry with the Penansylvania regulatory climate, and reading

L

through your statement, I can't find out what it is that you

are concerned with which leads vou to characterize in a

you enlighten me?

4

5

6 linegative fashion the Pennsylvania regulatory climate. Could
?

3ﬂ THE WITNESS: VYes, sir, I wculd be delighzad 3.
e

Pirst of all, I am sorry that vou weren't with

i0jus == of course, it wes irpractical -- as we went around +o

See these pecple, because rightly or wrongly, fairly or

’
|

szunfaitly. the subject of regulation repeatedly was one of
;the first things that came up and was the scurce of principal

concern of these people.

2T

15L Now if I may correct one imoressior I think
151yon have: The subject of regulatory climatz, whzt you have
17||here ie a distillation of the views of the »eople that we
jgjjintervieved. I don't think you will £ind an opinicr of mine
igjon the Pennsylvania regulatory clirtate anywahere in here, In
201 places where I have agreed or less of*en disagreed with things

2:1I have said g0 in the testimony. You will -ot find any

zz!opinioa of mine in here just because at this peint I don‘t
zsihava one.

2% Now, obviously, ws are talking strictly finmance
25 here, and you all have much brocade- responeibilitier than that.

-momm-emmmau-mmmu
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So I don’t think that you can just taka cne facet of tha

Very great rasponsibilities yeu have and say that this should

L& I

B A —————

e a cloud over the reputation of the Commiszsion. It ian't

and it shouldn’'t be.

n 4.

Cn the other hand, the vary fact of the show
cause orders on the ™I rate base thing and on the franchige

{especially are very disturbiag to people who live in the

O =\ o

werld of finance, because they don't understand and den't
gtlika the consequencas of a pessible negativa rescluticn of

10 {{these isaues.

11! The world of finance is very corservative.

12 ||They like things the wvay they are. They lilia to see peocple
12 |jbealthy and making money, and an accidant like the accident
14 !|t2et happened here is a cataclysn that shattezs Pecpla, and
15;1 think that this ia still very worriszome.

16 All I can tall vou is that you have here a

17] epitition and distillation of hours and hours of conversation
13' ith peopls who make their living in the financial commuaity
0] they are worried.

20 Now whather they should be or shouldn't be or
2z’wn¢th.: ¢hat is unfair is probably almost irralevant, becaus:

|the vary fact that they ara worried leads them to d¢ thinga

&

~~ 10T may lead thasa to déo things which are not beneficial.

| "
24§ iow I don't know whether I have been respcrsiva,

25 but I have tried.

MOHRBACH 0 MARSHAL. INC. = £7 M. LOCSYXWILLOW AJE ~ HADRICIURE, P 17112 o com—————
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COMMISEIONER JOENSON: I think that you have

2dded one dimension that was lef: cut before. Tahey are ver:

. ——

upset about the accident to begin with, aren't: they?

TEZE WITRESS: Certainly.

COMMIESIONER JOENSCN: And they are upset with
the great dalay befocre the NRC in permitting the startup of

TMI-1 and the general pace of things, generally speaking,

———

as they may apply to TMI-2,

TEE WITNESS: Bxcuse e, was that a cussticn?

B\OO)’JO\U!-'\U

A2 I interrupting you?

CCMMISSIONEZR JOHNSON: No, i: was an cbserva-

e ] S T e

tion, and I wanted to get your rezcticn to is.

G B B

TEE WITNESS: I agree with that otservation.

-
R

COMMISSICNER JOENSON: So we are faced vith a

. group of people whe can fesl unhappy becavze things don‘t

ta
SRinsmITy

i
Lo

B & 8 & !
]

go right, but vou are aware that thig dcdy ordered an incrsase

in the energy clause in June, and we did i¢ agzin only raceat-

.
5

Dec you know of any other becdv that gave tham
money without meking them sign in blosd? ‘™his is free, you

21!l know., They are getting it from the Tatepavers. Ya cordersd
22“ it. We said to &~ Tatepayers, "If you want to turn on the
zzf iight, it is going to cost you so much mor:,® and Sam Russe.l

—_ & oeoio

[ 25

8 sitting hers looking at us and saying, "Well, I'm coming

[ ]
i
Sampmees

L
v

I ack tc see you again,” and we know that. They are going tn

MOARBACH 3 MARSNAL, INC. = 27 K. LOCRWILLOW AVE. - HARRIZDURG, PA. 17112
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I don't understand the coaduct of urbane,
sopalisticated, .latelligent, nighly ecducated, trained,
34illed busiressmen and wcmen -- not sc Dany wexen; thay
daven’t got a one ia their cutfit.

Wouldn't you agree that there is a great daal
of subjectivity involved in these Teacticns, in setting
asids what the facts are?

Tou are aware also, I am sura, that this
Commizsion acted with unusual dispaten. The accidsnt took
place March 29, The firs: hearing was a zicath later, the
£irat week of May. June 1¢ we had a fizal order. Aand, you
kaow, we hava lavi, just as thers are lawe in New York, omn
Wall Street. 3v whom they are made I don’: %aow. I can
identify the laws that ara made hera. One says scmathing
about bzase rates ané what geces inuo them, and i: snuncistes
2 doctrine which is naticnal in its cope tlaat pertains to
used and useful in the public iatarsst, and when we *ooi
TMI-2 out of the rats base, i: was testifiad by the company
that they don't expect that it will be in operaticn befora
about four vears, but they expect TMI-1 %o 32 in cperation,

In response tc 2 cusstion I asied cne of zae

two chief exesutiva officers, "Co Fou 23pest TMI-l o b2 in

- ma

cparation January 1, 19%02° They said, "Ca, Ancust 1, 197%.°

"¥ill you settle for Jacuary 1, 198C%?" And

momm-nnmm-mnmn

N’
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¢{ they said, "Oh, certainly.®”

.-

L3

S0 in our order we said that we shall be

e

e — . -~

24 lockine at it again before January 1, 1980,

-3 Well, we Cidn't stop TMI-1 from being cpened
5} damuary l. It vas testified bere before us that it msy not
53 be open befors January 1, 1981. That is not the fault of |
7’ this Commissicn. Yet this Commission has the responsibility
| to make decisions waich will seriously affect what happens
9} co thess companies, and how are we to deal with judgments

0l <hat are made by pecple who wear halters over their head?

11; Not like the Xu RKiux Klan. They at least have eyes cpecn.

12’4, These are just sacks.

13 You are saying, "Den't confuse me with <he

14l facts,” ard you come Up unanimously with the judgment that

i35} there is scmething awry. Tou are alarmed, you say, with

15£ rsspect to the Pennsylvaaia regulatory climate.

17‘ Can you give scme advice == I Znew your fathezr,

i8i| and he always would give us advice, and we tock it, ané I

19| am just acking you =-- vou are not guite as bands~m= a3 your
20!l father was. Pardon this. You youngsters can't appreciate

21 this. T stopped reading The New Yorker when Dorothy Perker
221 made that crack sbout, you kaow, the bridegrsom oam the cake.
251 Can you give us advics on whet mers we need

24 tc €0 o overcome the alarm with Tespect tco Peansylvania’s

251 Tegulatory climate, particularly since the climate has so

momm-vnwm-muma_
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in much %o do with whether this company lives or dies?
Zg THE WITNESS: Yaa, sir, I can give you a very
sizple answer, but achieving it mav not ba as simple as the
advice, which is gemerally the casas.

I think che Commiszsion has toc come down with
an order on the issuss ia fromt cf it which will cconvinee

to maintain the camwpany in business, 2olvent, financially

viable cver the leng term, and providing the service that

3

4

5

€

7|l the financial community that it is the Commission's intention
S

8

10

n it is supposed to provids.

e dow the consulting tezam for whem I am consuliting

bers have the agsignment of checking sfficisncy and are the'’

doing this right, and is ther~ money to be saved nare. Pina.
14# That is 2 great idea and shc. i de dene fraquently. But

154 subiect to that, it locks to me iike this is the dest in-pl..cs
15p entilty to provide the dervice, and sc the gueation is *o ge.

|
17L 2h understanding between tae Commission ané those Deople in
F New York and arcund the rest of =he ccuntry that the Ccomis-

1€ eion mears to have a healthy and viable company heres servinc
20 tte residents of this area.

21‘ That i3 the bedreccek Juestion that leads tc ta. s

22| werd "alarm®" that disturds vC1 nera.
f

ﬁ‘ CCMMIS3IONER JOENSON: Ysu give this advice
i

24{knoving that we have nothing %o do or say about :the company s

¢

[

prerogative to plan a nuclzar power plant here or there or
MONRBACH & MARSRAL. INC. = I7 R LOGXWILLOW AVE ~ HARRISDUNG, PA. 17712
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elscwhere, that they were tco close together on one island,

P

t2at we have no prercgatives, and vet in taz face of ail

2

e o e oy v - g yeera g

o thess thiags that we have no prerogatives over, you think
that we nead to do those things that will reassure the folks
in New YorXkx; richt?

TEE WITHESS: You asked me for advice, and I

G W A L

-3

gave you the best I could.

CCMMISSIONCR JOENSCN: But you didn't say whet

o

it is we need to do.

‘o

10 You know what you did, ¥Mr. Dewey, was to

-

1! Tesponcd to me like the grasshooper Tespondad to the cricket.

- ——

12| T™e cricket saic, "How can I become bhappy like yocu and chirp

awey like you?"

G

14 The grasshopper szid, "I+ is very sizple.

Secome & grassacpper.”

And the cricket said, "Bow do I dec that?"
And the grasshopper sald, "Gat lost, somn. I'a
only intarested in policy, not details.®

Well, you have giver us policy but no details,

B

m» 5 & L
e e

and I am disappointed. But it wac a pleasure haviag you

5]

21 here, beslieve me,

TEE WITNESS: Thank 7you.

—

2z
23 TEE CEAIRMAN: Do you wan:t to Z:sliow that,
2&’ Conmiszioner Cawley?

25 CCMMISSIONER CAWLEY: I think it is rather

RORRDACH & MARSRAL, MC. = 27 K LOCXWILLOW AVE. = HALRIBEURS, PA 17118 cece———
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anticlimactic. I would like %o 23k a2 counle guesticns
though.

What Coes the financial community unders:and
the term "used and useful in the pudblic service® to mean?

THE WITHNESS: I don't think there is a
consensus on tiat., It is a legal term, I think.

COMMISSIONER CAWLEY: Having just beez in New
York, I think they have more of an understanding of it than
that, although I really wasn't abie to *alk o them abeut it.
Siaoce I have you here this weel, maybde you con tell me what
they are thinking.

Let me tell you what I thiak they think it
means. I think they think tha: "used and useful® means in
this case that you bave a nuclear Piant that is sititng thexe
and that this Commission iz expectad &0 kzep it in place in
ratas at least unzil the Nuclsar fagulatorry Commission can
make a dacisgioa.

Is that a fair statevent?

THE WITNZSS: Well, you kmow thers is a temp-

tation to give you 2 ves or no answer to that, but that kiad

21| of question i3 a0t cne that we cocversd with 220ple, because

01 |
1
i
{
Zj
|
o4
y

.-

&

“used and useful,” as I understand it = and you unders+tand
i am not 2 lawyer == is kind of lika beauty, vou hkaow., It is
£ some extent in the eye of the beholder. and we dién':

raclly talk about people’s definition of that.

MOMRBACH & MARSMAL. INC. = I7 I LOCKWILLOW AVE. = RARATSTURS, PA. TS e
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I£ I had to anower 2 guesticn like that, I
taink your characterization woulc be better tharn any other
that I would put forwazd.

COMMISSIONER CRMIEY: Well, oy attempt is
just ¢o give vou some indicatiocn of vhat this Ccxmission
really has ¢tc do, and that is ¢to consider what is a -sason~ !
able amount of time to wait for the Fuclear Regulatory
Commission to make up its mind,

Unfortunately, we zre in 2 position that we
feel we have to make a Jecision rather guicsikly, and at the
same time the NRC showe no inclination of making a decisien
until perhaps the middls of next year.

let me move on a bit. On page § of vour
testinzcny, you make 2 rather disturbing commant to me, and
that is that there is apparently such videspread and strong
fseling among the banke that the "mataria. adverse change®
clause in the revolving credit agreemant may be invcked and
further advances to the GPU eystem halted, even before the
cenclusion of these proceedings.

Zlsewhere in your ¢2stimony you s:ate that
bankruptey is to be avoided at ail costs, sad i: wouli seea
to me that if those advances are aalted, that there is a gcod
possibility baniiruptoy weald rasuli, and I fiad it dis: c>ing

that there ray bDe zcme in the finaneial coimuanicy who wounld

255 ccnsider invokxing the matarizl adverse change clause evidentl:

MONRRACH 3 MARSHAL, INC. — 2 K. LOCKXWILLOW AVE. — RARTUSBURG, PA 17113
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because we haven’t granted rates when, in fact, we don's
Azve any rates Lefore us to grant. We haven’'t been askad to

grant thea.

} A8 a mattar of fact, we have given ratss =
i
b

-

the full extent they have been askad for. Were tha pecple

that expressed this to you aware of that?
THE WITHESS: Yes, thov were,

-3

I will tell you what the proolem is here. The

problem i3 the exten. to which these procesdiags have dragged

8tand tiat bDecause the regulatory procsss is 1ils that,

-
-

unfortunataely iu this case it coincides with the periol of

(I ©

|

|

ﬂ ©3t, and while that is so very cfien and you have +o uzfer-
i substantially increased drawécwn on the part of these com~
|

14| panies from tha banks, let's say amother 735 or 30 millicn

dollars from the middia of Februasy until soxetime iz April,

-

E & O
R T TE e ey

and the banks had previously thougit that :zhers woulé 52 a

-
L8

determinatican, a decision arcund :ha early part of March,
8o that they could them lock at thzt and sy, "Velli, wo

should be putting more money in hers and i: i3 211 rigih:,

20 and the company is going to he fine,” and :hen Fut the xoney
1 ia.

2:4 Now you see they ar® in a =caitlen ¢ having
~sli SO PUT the menay up, and thav are no% geirg o lnow unzil

! aftar they put it up what the Commissica ¢seisicon seuld be,
25' and the fasling I get frcm the agan® banks is that thers are

MONWIACH 3 MARENAL. (NG = 27 R LOCUWILLOW AVIL - HARTUSIURG, PA (7112
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- EjE
p | f; sevaral zmong the very largs participants ané also a nuuber
Zi' of the small barks here in Pennsylvania and in New Jersey
35' that are much more nervous than the acent banke are, and
43 they are beconing cach week harder to kasep under comtzol.
5 h COMMISSICNER CAWLEY: Zven though we have
6| given thex a2 Hay 22 date for a decision, they can't hold
7r out until then?
o TEE WITNESS: They regard that as a long time
¢ | awsy.
10 COMMISSIONER CAWLEY: Let me ask vou anotaer
nl: questicn. You irdicate that the GPU zanacement is givez high
12 || marks for frankness, diligence, and accuracy, at leas:t in

1_3' financial mattars. Did Ycu perceive any notion of the

14| financial community's opinion of GPU's operating management

15|l @bilities?

15 THE WITMESS: No, sir, that was net in my

17 bailiwicsk, and I didn't ask any guestions along those lines.
18 CCMMISSICKER CAWLEY: Did you raceive anv

1 cpinicns as to the propriety of the KRC's rather substancial
20 fine and whether it was juatified?

21 TE2 WITNESS: No, that gubject nevar came up,
2 g I think, in fact, that camo afier the intisviews ware con~
2 »lete.

2% COMMISEICNER CAWLIY: Thers was one gentleman
25 I met last weak who had been in the financial comrunity Zor

IM.MM-S&W“-M'LI’I“
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lorty ysars. Ge was poertfolio menager of approximataly

(S

3200 million, asd he was offering to us advice. =Ha said,

4 "Ca Wall Stree: you must understand that if there 13 20 profit
| in it, to hell with 1t.° 2nd I a= really concerned, par-
? ticularly whon we talk about the financial community's cpinior
h of us as a new Commission, whetber they realize that we have
& more to consider than just profit. Do thz?

THE WITHESS: I thizk seo.

COMHISSICNER CAWLEY: Do they raalize that we
BLSt perhaps make ccmpromises, and if we do, how is thet

o

going to be perceived in the fizancial ccmmunity octher <han

granting everything that is dasired alwaye?

G 8B B B W G N e W

THE WITNESS: Well, gTanting everytiaiag that
i3 desired always I don't “hink is Zhe usual matacd of

-3
N

r2gulatory response anywhers, and I think <hat the sopassti-
.uudmnofthetimcialcommey-m:hcmph
that we talked to éid fall in that catasgory - undarstand
tiat ccapromises are a way of 1igs.

The only questicn s what does the Patient lock
like after ths compromise surgery is finish24? Does he make
| it or not?

COMMISSICHIR CAWIZEY: Cae la2ot TF2estion.

Ca page 9 you say, "In any avenz, +: i3 cleaz

| that all thosa iaterviewed wese of the opinion tha: a nsa~~
zs'tmra termination of the franchise would most likaly bhave

HOHRRACH & MARSHAL. NG, ~ 2% N LOSXWILLOW AVE —~ HARTISIURG, PA. 7113
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disastrousz onsequencss, nct only to the GPU companies but

-

2lso in terms of the financial community's gensral perszepiion

)

t»
=S T X

of the philcsozhical tendencies and capacity of the Commis-

o
4 sicn.
3 Iz that "capacity”’ as ia "mental capacity®?
5 THE WITNESS: Well, certainly it is not physi-
7 c‘lo
5i COIMISSIONER CAWLEY: In other weorde, would
9) they think we are crazy?
¢
10 TUE WITNESS: I don’t think anybody went quite
11’ that Zar.
12’ CCMMISSICOFER CAWLEY: Thank you very muc:., I
13! have enjoyed it.
144 T..2 CHAIRMAM: In answaring or giving your
advice to Commissicner Jobmscon, and I ¢hink the concer: that

Coomigsioner Cawley has alsc exprassed, how much responsi-
bility does the company bave in your characterization +.at
what the decision must be is a maintenance of the compeny

Is that zll our responsibility, or coes tae

)

cszpany bear some relationship o that? Do thev Lave zome
respeasibilicy?

TEE WITNESS: Of cowrse they do. Thaix

B

19? and the viability of the company?
E

responoibility is ¢o run their business ac eccnomically as

it can be done with regard to the public health and safaty,

NLXRBACTN & MARSRAL. INC. = ¥ N. LOGKWLLOY AVE - NAMOBURG, PA. 17118
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and alsc the way they operate, the way they plan, the way
chey service their customers, and these are all arzas taat
the TBa&A study is locking at, and I suspect we will have

reccomendaticns in all those areas, and I don't xnow what

the law is hers in Peansylvania, but I suspect that you have

some auvthority to get them to adopt recoumendations to nse
the moet efficient method of runzing the business.

Let alone the ratepayers, they have rasponsi-
oilicties to cther pecpls to run their business as best they

can. Of coursa, the ccmpany has »esponsibilicies, and I

guess they are respongibilities that the Comission can amaks

sure thev do.

THD CEAIRMAN: Without adversesly aZfecting tha

financial commpunity's view of this Cormission?

THE WITNZSS: I would expect so.

TEE CERIRMAN: You irdicata on III-S of your
testimony that subseguent evenis irdicate that this mav bSe
postponed until later summer or eavly £all, meaning the
excesding of the credit limit,

THE WITHRSS: That is correct.

THE CEAIRMN: What events ars vou roferring

THE WITNESS: %YWell, the elinmination of t-e

i @ividend i3 ome. T think, in fact, that ia and of itsel

takss it a nurber of months, becauze, as I racall the cash

A B b — S ———
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13 flow fcrecast, the need fcr money plateaus in the =arly
summer, and as loany &as the platsau lavel iz below the 292,

ycu go on for z good pericd of time thare.

L

THE CEARIRMAN: To what zartent should this

.%.

Cammissicn, in making any decision, be guided by symbelic or

strategic irportance of events ¢o one or another party to 2

h proceeding?

\

" THE WITHESS: Only to the extent that it will
|

e

izflvance the actions of cther paecple.

S\DMNO\M

TEE CEAIRMAN: 2ané what importance zhouls we

|

11“ attach o your statement cn ITI-7 taat the banks fael

ua strongly about the symbolic aud strategic impotasce of
10§ maintaining TMI-1 in the rate base?

THE WITRESS: Well, liadam Chairman, I will

make a smelil admission to you here. Thet languzge -- w2u
knov, we ware prepared to fils this tsstimony quize a ioag
time ago -- that language was writisn before the rzintarview-
ing of the banks, and I think the rrincipai concarn == I

moan that is a concern, that is absoiutely true, but thay

ere worried that if TMI-1 is takam ocut of the rate base, even
vhen it is rastarted, it will be & substartial period of time
before the process can ve finishec thet gets it dbask in he

rate base, and the saraings picture and the coverace picturs

will bs sufficiently damaced during that period s5 that it

will very much clcud the ability of the ccmpany &2 go to tha

e MOMRGACH & MARSHAL, INC. = 2V N. LOCKXWILLOW AVE = RiARRIJBURG, PA, 17712
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(Y

capitzi markets, whi i3 the only way the banks are aver

(8 ]

going o get tieir meoney back.

- e cnx‘wma

TEE CTEAIRMAN: Again, just to follcw through

(»

en III-10 and III-1l, where you are referring to the manage-
mant competencs of GPU and referring to the frankness, dili-
gence, and accuracy, as I underztcod vour answer to Commis-
3ioner Cawley, you are not indicating that those are the three

e

02 =3 & U &

s0le critaria om whick vou judge managemen: comrecance £ 2
scmpany?
THE WITNBSS: OCh, 3o, of cours: nct, buz wy

aroz of the stady at this early 3tage was :ixply to inquire

into the percepntioans of the finamcizl Zanagarent Dy the
People that we talked to.

TEE CEATRMAN: That is all .2 quescions that
I have.

Thank yoz.

a B X B B E B e
S A e T T e e e o

=3 thers anything further of thia wilnesu?
“R. P. EUSSDLL: I Lave no za:direc:, 4adaz
Shairman.,
THZ CEAIRMAN: Ara rou going :o zrovide a liss?
4R. P. RUSSDIL: %o wers goisg o dz that in
iting, Madam Chairman,
THE CEAIRMAE: CRap, Zizms. ’'2.nk vea.

MR. P. RUSSELL: May I esxcus: iz, Dswey Aué not

25H bave him here tomorrow?
momm—anw:m-mmm ELONE 1 | § R ——
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19 THE CERIRMAN: Tha% is corrsct.
2; (¥itness excuised.)
18 3% ¥R. P. RUSSELL: Thank vou.
4i THE CEAIRMAN: Do you want ©o identify a
5! cartaiz matier for the rscord before we close?
5' MR. S. RUSSELL: I would likz :o dispose of it,
7 if I may.
& I an handing the rescrter thre: sur .28 of an
9}1 exhibit which I would ack be mark:d for icer:iZ ., stioa as
mn HetEd/Penclec Bxbibit E-3%f, which i3 *he grs ra—- -£ the
1| Silbert Associates study on TMI-2 ceazl sonic TSN ..
2 (Document of 13 pag:ic tistled “riz-, A Toal
3| Burning Plant?" was markec for idontificaticy s “atB4/ -

U

Panelec 2xhibit Ho. B-25.)

15 THE CHAIRMAN: If €acce i3 p-t . iy = ",.
15} we will adjourm mntil tomorrow at ‘en a.m.

17 (2djournment ¢t 35:20 :, i,

&

Transcribed by

James P. Gunning, III
and

Craig Windsor Wallace

E—m.mu-rl.zm:'an - AT IT 03 ITTIR e cnc—

8



oy
E

——ls

A

-
“ i I hareby certify that the forsgoing

’I
33 i5 a correct transcript of oy Stenorype nouzs
4‘2 taken by me during the aearing on tha abeve caus:
- x at the herein time and place befors the Pennsyl-
- vania Public Usility Commission.
7}.

?1 " ) )

H \ A Nt Y i
8; By \L\;\;\)zu JSrad v badatot, WY BN B 0K
5: . Officizl Repozisr

i‘, Craig Windser Ui.lliae:. R.? 2.
10, dnkrdach & Marszial

‘ 27 Nerth Lockwillow ive.
u;‘ Sarrisburg, Pa. 1711:

2 ol CoC S
9 | \; o -

"
n# ———
14
15 (The forsgocing csrtificzz:on of this
163 “ranscript does not apply to any repr ductisn of
17 ? the samo Dy any means unless wndsr &4 dir::t
18‘ control and/or supervisicn of the co- Afyiaz

' Se)
o -

H S ——
21

:
2

f
2!
.
Zﬂ S

t
”L

momu-nnmm-m;m e £ —




Met-Ed/Penelec Exhibit A-89
Update of Exhibit A-78
Witnesses: J. G. Graham

F. D. Hafer
METROPOLITAN EDISON COMPANY
System Energy Costs and Sales, July 1979 - December 1980
Updated to Reflect Actual Data Through February 1980,
Assumed Unapproved Status of PJM "Cost + 102" Pricing
Proposal in 1980 and Assumed TMI-l Restart Unapproved
by NRC in 1980
Energy Total Retail Sales
Costs Sales % of
($ millions) (Gwh) mills/Kwh Gwh Total Sales
July 1979 (actual) $ 15.5 619 25.1 582 94 .0%
Aug. " 16.6 654 25.4 613 93.7
Sept. - 14.7 662 22.2 625 9 .4
Oct. ” 19.5 632 30.8 596 94.3
Nov. ’ 21.1 638 33.1 599 93.9
Dec. - 20.! 673 29.9 630 93.6
6 Months Dec. 1979 $107.5 3 878 r ¥ % ; 3 645 9 .1%
Average Month $17.9 646 27.7 608 94.1%
Jan. 1980 (actual) $ 22.3 734 30.4 687 93.6%
Feb. " 18.8 770 24.4 716 93.0
Mar. (forecast) 18.7 738 25.3 717 97.2
Apr. ¥ 17.1 683 25.0 666 97.5
May - 17.4 635 27.4 621 97.8
June ' 14.8 633 23.4 618 97.6
July " 15.0 629 23.8 614 97.6
Aug. o 18.7 662 28.2 546 97.6
Sept. " 17.0 670 25.4 655 97.8
Oct. ” 18.3 645 28.4 631 97.8
Nov. " 16.8 666 25.2 648 97.3
Dec. - 20.3 709 28.6 685 96.6
12 Months Dec. 1980 $215.2 8 174 0.3 7 904 96 .7%
Average Month $ 17.9 681 26.3 659 96.7%
18 Months Dec. 1980 $322.7 12 052 26.8 11 549 95.8%
Average Month $ 17.9 670 26.7 b 95.8%

Assumptions

TMI-1 does not return to service in 1980.

Neither "Cost plus 10X" pricing of GPU's TMI-related purchases from PJM nor
GPU Motion to FERC for interim relief from split savings is effective in 1980.
Other economic TMI-related purchases (Ontario, Jamestown, APS) continue for
forecast period.

Demand component of cost of TMI-related purchases included for full forecast
period.

15% oil price escalation, Dec. 1980 over Dec. 1979.



METROPOLITAN EDISON

OMPANY

Indicated Increase in 8.8 Mill Level Charge
Based on Actual Energy Costs Experienced Through February 1980

Actual
8 Months
July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Feb. 1980
Total System Energy Costs*

($ millions) $15.5 $16.6 $14.7 $19.5 $21.1 $20.1 $22.3 $18.8 $148.6
Total System Sales (GWH) 619 654 662 632 638 673 134 770 5,382
Mills/KWH of Sales 25.1 25.4 22.2 30.8 33.1 29.9 30.4 24 .4 27.6
(Less): Total Retail Charges for

Energy Costs (8 mills base,

8.4 mills clause, excl. taxes) (16.4)
Increase in Energy Costs Over

Level Provided for by Currently

Ef fective Retail Rates 11.2
Indicated Increase in Level

Charge (above X 1.047

revenue tax factor) 11.7

*includes demand component of cost of TMI-related short-term power purchases.

d23J€H °qQ *J
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Met-Ed/Penelec Exhibit A-91
Update of Exhibit A-80
Witnesses: J. G. Graham

F. D. Hafer

METROPOLITAN EDISON COMPANY

Increase in 8.8 Mill Level Charge That Would be Required to Recover Actual
Energy Costs Unrecovered (Deferred) As of February 29, 1980

Actual Deferred Energy Cost Balance as of 3/1/80
Effective Date of Clause Revision (1) $84.6

Retail Sales Projected for the Period
March 1980 - December 1980 (Gwh) 6,501

Amortization Rate per Kwh, Excluding
Revenue Taxes 13.0

Increase in Currenatly Effective 8.8 Mill
Level Charge (above x 1.047 revenue tax factor)

—
w
.

o

(1) Excludes unamortized "old clause" balance recoverable by base
rates ($12." million at 2/29/80).
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Met~Ed/Penelec Exh. No. A-92
Witness: F. D. Hafer
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Rules and Regulations

Title 52—PUBLIC
UTILITIES

PENNSYLVANIA PUBLIC UTILITY
COMMISSION
[INVESTIGATION DOCKET NO. 138]

Investigation Upon Commission's Qwn
Motion to Determine Need for Additional
Electric Generating and Transmission of
Facilities During the Next Decade.

The Pennsylvania Public Utility
Commission, under the authority con-
tained in §1008 of the Public Utility
Law of May 28, *937, P. L. 1053 (66
P. S. §1398), adopted an order the pur-
pose of which is to determine the need
for additional electric generating and
transmission of facilities during the
next decade.

This order directs electric public
utilities subject to Commission juris-
diction to file statements of generating
capacity and estimated customer
demand requirements, forecasts of ex-
pected annual load growth, schedules
of generating plant and transmission
line additions necessary to meet future
load requirements, summaries of exist-
ing generating plants and the capital
investment for pollution abatement
equipment, and summaries of new and
proposed generating plants and the
capital investment necessary for pol-
lution abatement equipment. The order
also announces that public hearings
will be scheduled at times and places
to afford interested persons an oppor-
tunity to present testimony on these
matters.

Order
By the Commission, March 13, 1972

The threat of a continued shortage
of 2lectric power in Pennsylvania and
nearby states is a matter of consider-
able concern to the Commission. As a
result of the northeast blackout on
November 9, 1965, this Commission
has worked with commissions of other
states and the Federal Power Commis-
sion to stimulate the electric power
utility companies in the development
of plans for increasing generating ca-
pacity to meet anticipated load growth
and future demands. Such demands
presumably will be further increased
by the present shortage of natural gas,
a matter discussed in our February 1,
1972, order at Investigation Docket No.
124, published at 2 Pa. B. 256, promul-
gated after public notice and hearings.

On February 14, 1966, an invitation
was extended to all Pennsylvania elec-
tric companies to attend a meeting in
Harrisburg on March 3, 1966 to review

in depth the present and future electric
power supply situation within each
company's operating territory and par-
ticipation in power pools. This meeting
revealed that load growth had exceeded
the companies forecasts and this con-
servative attitude had resulted in a
serious installed capacity situation
with most companies, making them ex-
tremely dependent on the resources of
power pool interconnections.

In view of the influence of power
pools, a joint meeting was held on
March 31, 1966 in Philadelphia with
the commissions of Delaware, District
of Columbia, Maryland and New Jersey
to analyze the purpose and operation
of the PJM Interconnection. Efforts to
reassure commission representatives
that capacity was capable of meeting
expected loads and stil' maintain ade-
quate reserves was not accepted with
confidence. The companies and public
were warned by the Commissions that
according to our predictions a desper-
ate situation was developing that within
the near future could result in possible
blackouts and customer load curtail-
ment. The companies were told that
immediate preparations should be
made to increase installed capacity
until a reliable reserve of 20 percent
above forecasted loads was reached.

The companies reluctantly agreed
to accept the commissions’ proposals
and institute construction programs
that would hopefully reinforce ‘xisting
capacity with new gene....on before
another disastrous interruption oc-
curred. 'nfortunately, the companies
efforts w re hopelessly late and an-
other massive interruption occurred
on June 5, 1967.

On June 19, 1967, ancther meeting
was held in Philadelphia with member
companies of the PJM Interconnecrion
and representatives of the same com-

missions. The companies were told.

that e» Jses were unacceptable now
that the condition we had feared was
a reality and there was insufficient re-
liable capacity and transmission lines
to meet customer demands. Emphasis
was placed on the immediate need for
protective devices to isolate local dis-
turbances and prevent widespread cas-
cading type interruptions that had
been twice already. The
companies agreed to install automatic
load shedding devices as a result of
this meeting and conceded that addi-
tional capacity was needed and would
be included in construction schedules
under revision.

To reaffirm the commissions’ suspi-
cions, a joint meeting was held in
Philadelphia on October 6, 1967, 10 ex-
plore the possibility of an independent
engineering study of the PJM Intercon-
nection. After considerable delibera-

Page 2 of 25_.
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tion among the commissions a con-
tract was signed with Commonwealth
Associates, Inc., in February 1968 to
begin a study and advance an opinion
on the capacity-load-reserve picture for
the PJM Interconnection.

On September 16, 1969, Common-
wealth Associates presented to the
Commissions and PJM member com-
panies an analysis of the interconnec-
tion system with recommendations to
avert the expected capacity deficiency.
The picture presented was more dire
than expected and the immediacy of
the situation suggested that the
companies must install combustion
turbines to avert another interruption
«ntil the new base load capacity was
instal'ed. The companies were told that
the commissions wanted 2,000 mega-
watts of combustion turbine capacity
immediately. After deliberation, the

companies responded that 1,200
megawatts was more reasonable
because the cost would exceed

$100,000,000 for this amount of gen-
eration. .

The value of these conferences and
recommendations has been demon-
strated repeatedly because the combus-
tion turbines have carried the electric
companies through two perilous sum-
mers of capacity shortage without a
major interruption and have reduced
disturbances to minor voitage reduc-
tions for short periods of time. Capacity
has not increused from 17,626 mega-
watts in 1965 with nine percent re-
serve (0 34,842 megawatts in 1972
with 21 percent reserve through the
combined efforts of the commissions
and cooperation of the electric utility
companies. :

The Commission is now concerned
about whether current plans are satis-
factory to meet projected future needs
for eiectric power. At the same time, the
Commission is aware of two possible
changes in conditions which may affect
the demands for electric power during

_the next several decades:

1. A developing trend to conserve
the use of electric service and a mora-
torium on the promotion of total elec-
tric residential living units.

2. Environmental regulations at
both federal and state levels could
limit the ability of the electric utility
industry to meet forecasted demands
for power.

It is incumbent upon the Commis-
sion to determine whether or not an
electric energy shortage will develop
and have an adverse affect upon the
electric utility industry or if the indus-
try's construction program calls for
excessive capital investment at the
expense of ex:sting rate paying custo-
mers. It is hypothetical that such pro-

PENNSYLVANIA DULLEYIN, VOL. 2, NO. 15—SATURDAY, APRIL 1, 1972
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grams will attract propsective custo-
mers who may be denied energy from
gas suppliers and further distort the de-
mand for power.

Under the circumstances, it appears
that a required review by order will be
more sausfactory and comprehensive
than the past procedure whereby an
informal review was held by the Com-
mission and reports lacking uniformity
were submitted by the participating
electnc compani«s. [t is appropnate for
the Commission to review the revised
plans of electric ualities for plant con-
struction because the amount of money
actually being spent to meet environ-
mental standards was unforeseen when
plant as.ditions were first projected. The
Commussion will consider the possible
adoption of a system of regular review
of plans for plant expansion by electric
utility companies; THEREFORE,

IT IS ORDERED:

I. That each electric public utility
subject to our junsdiction continue to
file with the Commission statements of
IS generaung capacity and estimated
customer demand requirements, as
well as energy furnished during the
prior calendar year. The reports are to
be filed on or before May 1, 1972, and
May 1 of each succeeding year. The
foregoing is to be furnished in the form
to be prescribed by the Commission.

2. That each such company file with
the Commission on or before May 1,

RULES AND REGULATIONS

1972, and May 1 of each succeeding
year a forecast of its expected annual
load growth for the next ten years on
an individual and not system basis in
the form to be prescribed by the Com-
mission.

3. That each such company file with
the Commission on or before May 1,
1972, a schedule of generating plant
and transmission line additions neces-
sary for each such utility to meet fore-
casted load requirements during the
said 10 year period.

4. That each such compa~y file with
the Commission on or before May 1,
1972, and May 1 of each succeeing
year a summary of exasting generating
plants and the capital investment for
pollution abatement equipment to
bring each plant into compliance with
federal, state and local pollution regu-
lations. The summary shall include a
statement of the estimated annual
operating cost of this equipment.

5. That each such company file
with the Commission on or before May
1, 1972, and May 1 of each succeeding
year estimated construction costs of
new and proposed generating plants
and the capital investment necessary
for poilution abatement equipment, in-
cluding a statement of the estimated
annual operating cost of this equip-
ment.

6. That each such company file with

Pzage 3 of 25

the Commission on or before May 1,
1972, and May 1 of each succeeding
year a copy of the company's report
submitted to the Federal Power Com-
mission on FPC Form 12.

7. That the Commission schedule
public hearings at times and places to
afford all interested persons an oppor-
tunity to present testimony on these
matters. All interested persons will
please notify the Commission in
writing in advance.

8. That Pennsylvania Department of
Environmental Resources, Pennsyi-
vania Department of Commerce, Penn.-
sylvania State Planning Board, Penn-
sylvania Office of State Planning and
Development, and other state and local
government officials, as well as groups
and individuals concerned with the
issues raised herein, be and are he reby
invited to submit written statemer ts on
or before May 1, 1972 and, if ttey so
desire, set forth reques:s for the Jppor-
tunuty to testify at the hearing. to be
scheduled for the purposes afore ;aid.

9. That this order be published in
the Pennsylvania Bulletin forths rith.

GEORGE 1. BLCOM,
Chairman

[Pa. B. Doe. No. 72627, Flled March 31, 1972,
9:00 a.m.|
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by 3, 1972

¥r. Jerry Rich, Director

Buresu of Investigutions, Service and Enforcexent
Pennsylvania Public Utility Cormission

P. 0. Box 3265

Farrisburz, Pa. 17120

Dear 'x». Rich:

Atteched, in respomse to the Cormission's March 13, 1972
Ovder under Iavestizatios Docketl iio. 123 entitled, "Investigation
upsa the Comission's cwn roticn to deteraine the need for addi-
ticnel electric genereting and transniscion facilities during the
next decade,” is ibe statement of vetropoliten Edison Cozpany.

In line vith the suggesticn naode in the letter from l'r.
pigk, 2=*+22 fnedd 1b, 1972 ve have supvlenented the data that
are requusiud la Lo peveral forms atinsned to thia detter. It

ray be helpful if ve refer to this supplexzsztel inforaation and
elso co=sent on the dato that we have supplied.

In that part of Schedule II which covers “"Custoxer and
wad Crovik," we have oxtended the classification of custoners
to inslude "A11 Otuer” end then have shovn & total of "Energy
Sules.” This is a pecessary step in owr projection of the
foreccest cmounts for 1972 to 1930. In this concection, ve went
to point out that ve do not ordinarily forecast custozors end
eneryy sales as a step in our long-range planning of gererating
plent additioas, alilough these saze quantities are projected
for budget end financiel planning purposes. Tae two distinoct
purposes of the forecasti so=metimes lead to differeat results.
Conseguently, ir svpplylng the requested information ve have used
tudget cstirmates of cmergy gales for 1972 and completely new
estizstos for 1975 end subsequent years; 1973 end 1974 represent
a trensition froam one basis of forecast to snother. The new
estirates for the long-range erc derived frcm peak load estimates,
based on a ceastent Joad ractor. Recent experience shows a
variation of load faoctor vithia a very narrov renge end continpua-
tica at the aprroximnte recent everage level can be exp cted.
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In that part of Schedule II thet relates to "Plenned
Cepecity Additions,” wve bave observed your raquest that the data
bte reported oaly for units of 300 !4 or lerger size. Eowever,
ve have supplemented Sehedule II with a cozplete listing of pro-
posed additions, retiresents end parchases of capacity to 1982
end bave couparcd the total geznerzting resources vith the fore-
cast pealkn. The resulting reserves are showvn both in exounts and
percentoges of peck load for both sumzer end vinter comditions.

In that part of Schedule II that relates to "Transmissica
Line Additiona" at 230 Kv or higher voltage, we are pot able to
give you o complete listing of proposed lines all the vay to 1980.
For example, you will notle {n the list of plant edditions an
unassigned 1900 generating unit; and uatil the locatiocn of this
unit is determined, it is impossible to specily tke required trans-
mnission.

In Schedule III, we have probably provided nore data
then are required wita respect to existing plants in that we have
ghown the costs of pollution control covering: (1) equ-:zent
provided with the origincl irstzllation, (2) equipment subsequently
pdded, end (3) equipzent yet to b2 added to reet epplicable stand-
ards. Thic has been done on tke basis that it makes the costs for
existing plants coasistent with those for plants under coanstructioa.
For units under comstruction, we Lave limited the reporting to sizes
of 300 )i or larger. We have roiified the form for the reporting
of puclear units to reflect redioactive end non-radicactive pollu~-
41am 2omt=2) investuments. ,

Additionally, we have supnlied a covy of FPC Form lo. 12
vhich is the 1971 Power Cystem Statemexnt from Jersey Central
Powver & Light Coecpany covering the Cru Integrated Systea to the
Federal Fover Coumission. Since it is not possible to deternine
Met-Ed input data for meny of the schedules, we have also supplied
Met-E4 Supplemeats 9, 10, 13, 14 and 19 vhich are lMet~Ed ioput
data to Sciedules 9, 10, 13, 14 ead 19 respectively.

We vill be pleased to provide any further explanations
you may desire.

Sincerely yours,

W. M. Creitz )
President v _ ///’
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Excerpts from pp. 6-7 of ME Rate Order
of 9/14/70 at C.18859 et al.

‘ At June 30, 1969, respondent furnished electric service to
293,054 customers located in the cities of Easton, Lebancn, Reading and
Tork, and in 92 boroughs and 155 townships, located in the counties of
Adams, Berks, Bucks, Chester, Cumberland, Dauphin, Lancaster, Lebanon,
Lehigh, Monroe, Montgomery, Northampton, Pike, and York. The service area
comprises approximately 3.300 square miles, or seven percent of the entire
state, with an estimated population of 839,000.

Respéndent is constructing a nuclear generating station at Three
Mile Island ne#f Middletown, Pennsylvania, and has an interest in the
Conemaugh steam generating station which is being constructed in Indiana
County, Pennsylvania. The benefits to be derived from these two new
generating stations are not reflected ii: these proceedings.

‘ THE REGULATORY PROBLEM

The facts of this case reflect a regulatory problem which began
Lo arise a few years ago, and which has now reached the acute stage.

The roots of the problem are that customer demands for service
have risen faster than could have been predicted from any past experience,
and that electric companies generally and this company in particular, partly
on a voluntary basis and partly under the spur of our insistence, are
engaged in unprecedented construction programs to meet those demands.

The problem .s complicated by two significant facts. First,
generating stations, which constitute a large part of the construction
program, require a period of four or more years from the time the determina-
tion to build is made until the time when they are ready for service.
Consequently, for example, if new generating stations are needed for the
projected customer demands of 1974, the construction of those stations

must be undertaken no later than 1970.

Second, the spurt of increased construction requirements of



Page 8 of 25

electric utilities has been paralleled by a spurt in the cost of money ‘
which the utilities must obtain to finance that constructicn. As an

example, between 1965 and 1969 this respondent sold four issues of bonds
at successive coupon rates as follows: 4-5/8%, 5-3/4%, 7% and 8-1/8%.

Respondent's own construction program, for only the three year
1970-72, #ill cost approximately $275 million which is about 66% of its
entire investment in electric plant at June 30, 1969. We take judicial
notice that even this program will not provide adequate generating reserves.

First, we may ignore the matters which we have described above.
The disadvantage is that there will occur.an ever-widening gap between lne
public's demand for service and respondent's ability to supply it, because
of inability to attract the capital needed for construction.

Second, we may take into account the matters discussed above.
The advantage of this course is to assure that “he public's demand for ‘
service will be met.

We believe that the second course is essential to the public
interest. We believe that voltage reduction, brownouts, blackouts, and
eventual rationing of energy would be intolerable, not only because of the
general public inconvenience, but because of the direct effect on commerce
and industry and the ultimate effect on employment and economic well-being
in the Commonwealth.

We believe that if we failed to pursue the second course, the
courts would reverse us on the principle that we must not sacrifice the
public's interest in the assurance of adequate and reliable service.

The Superior Court on various occasions has said that we are not
bound by formula in many rate case aspects, but rather are obliged to

exercise our reasonable judgement upon the evidence submitied of record:

see for example City of Pittsburgh v. Pennsylvania Public Utility Commissicn,
208 Pa. Superior Ct. 260 (1966). |
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Exce pts from pp. 8-9 of ME Rate Order of 8/8/72
at C. 19312 et al.

Following the blackout in the northeast sector of the nation in
November, 1965, this Commission began a cocmprehensive review of the
existing and future electric power supply in Pennsylvania. 'n the interim
years and to date, we have held extended meetings with all Pennsylvania
electric utilities, the Commissions of New Jersey, Delaware, Maryland,
District of Columbia, the Federal Power Commission, representatives of the
PJM power pool, and engineering consultants. After a review >f actual and
forecasted annual peak load growths and related system capacity reserves,
we have concluded and urged that a 20 percent reserve capacity margin is
necessary to cover peak loads, scheduled maintenance and forced outages
in order to avoid blackouts, load curtailments, and voltage reductions.
The attainment and maintenance of at least a 20 percent reserve capacity
margin, which this Commission is urging on the electric utilities, and
other factors such as growth rate in annual peak load, will require the
acquisition of future generating sites and related tranémission and distri-
bution rights-of-way well in advance of actual use.

The Federal Power Commission (FPC) issued Order No. 420 at
Docket No. R-379 on January 7, 1971, which states " . . . in recent years
utilities have experienced numerous problems in acquiring adequate plant
sites and related facilities due in a large degree to scarcity of land
available for utility needs. This Commission recognizes that scarcity of
land {or such utility functions is due in part to such factors as the
increase in population, the growing use of water front property for
recreational, residential and industrial use, and the growing objections
raised to proposed location of utility facilities, on the basis of
conservation, safety, aesthetics and other grounds." On February 23, 1971,
the FPC issued Order No. 4L20A which states that land held for future use
is to be allowed in rate base, and that gains or losses in selling or

disposing of such land would pass to ratepayers.
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In addition to the Federal Power Commission's and this
Commission's allowances for land held for future use in other proceedings,
a number of other State Commissions have concluded that it is prudent and
responsible action on the part of electric utilities to invest in land that
will be needed for future expansion. In fact, the Virginia Supreme Court
held that " . . . it is proper for the Commission to include money invested
in telephone plant under construction and the value of real property. . . .

We are aware of the several years lag being experienced in the
actual construction of electric plant. The need for planning and
acquisition of associated land and land rights is imperative if we are .
to have dependable, adequate and ~eliable supplies of electric energy
where and when it is needed. We are also aware of the utility planning
process that must allow for ample lead-time so that environmental factors
can be thoroughly studied and reviewed in timely fashion with public
agencies and responsible citizen conservation groups. Such review
processes usually create long delays upon which the utility receives no
return on non-productive committed capital. Also, interest is not
capitalized on land or land sites.

In consideration of the foregoing, we allow respondent's claim

of $1,061,648 for Electric Plant Held for Future Use.
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Excerpts from pp. 9-10 and Concurring Opinion
of ME Urder of 3/25/74 at R.I.D. 64 et al.

Plant Held for Future Use

Respondent claims $4,318,726 for Electric Plant Held
for Future Use. This amount represents the cost of land for two
future nuclear generating plants. One plant is to be located in
Tilden Township, Berks County, (Berne site) and the other will be
in Upper Mount Bethel, (Portland site).

At present, respondent plans to place in operation the
Upper Mount Bethel plant site around 1984, and the Tilden Township
plant site around 1985. 1In our prior order, the Tilden Township
plant site cost was included in measures of value as a prudent
and reasconable investment:; similar logic dictates that the (" -per
Mount Bethel project site also be included in measures of value.

We are aware of the several years lag being experienced
in the actual construction of electric plant. The need for
planning and acquisition of associated land and land rights is
imperative if we are to have dependable, §dequate and reliable
supplies of electric energy where and when it is needed. We are
also aware of the utility planning process that must allow for
ample lead-time so that environmental factors can be thoroughly
studied and reviewed in timely fashion with public agencies and
responsible citizen conservation groups. Such review processes
usually create long delays upon which the utility receives no

- =
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return on nonproductive committed capital. Also, interest is
not capitalized on land or land sites.

Considering the extensive delays in obtaining approval
for power plant sites, this Commission is of the opinion that a
restrictive policy toward Plant Held for Future Use would be
detrimental to both the consumers and utilities involved. From
data rresented before this Commission in this case and others,
there is an indication that extensive delays are being encountered
before generation stations can be put in service. Therefore, this
Commission will determine, on a case by case basis, the propriety
of a utility's claim for Plant Held for Future Use. We allow .

$4,318,726 for Plant Held for Future Use.
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

R. I. D. 64
PENNSYLVANIA PUBLIC UTILITY COMMISSION
v.

METROPOLITAN EDISON COMPANY

CONCURRING OPINION BY CHAIRMAN BLOOM:

With utmost reluctance, I cast my vote for the order
in this case which the Commnission is issuir ; today. Without that
vote, no order could issue, and the already-long delayed rate
relief desperately needed by the utility would be further delayed
into the indefinite future.

Some years ago at the insistence of this Commission,
Metropolitan Edison Company embarked upon a program to enlarge
ité facilities so as to meet the public's need for power,

Scome measure of the extent of that program appears in
Met Ed Exhibit 6-G, which shows that at the end of 1972 the
utility's net book value of plant in service--that is, in actual
use--was $439 millicn, whereas the construction work in progress--
money spent on plant then being built--was $256 million. About
37% of its net plant was producing no revenue.

A report for 1973, similar to Exhibit 6-G but as of
one year later, shows net plant in service of $459 million and
construction work in progress of $333 million. Therefore, 42%
of the utility's net plant at December 31, 1973 was producing
no revenue.

On the other hand, the construction work must be paid
for as it progresses, and it can be paid for only if the utility

has the funds with which to do so.
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Metropolitan Edison has had very serious difficulty
in raising those funds, and in large part cthe cause of that
difficulty has been the refusal of this Commission to allow ‘
earnings in sufficient amount to permit the issuance of bonds
under the company's indenture. That indenture provides that
when earnings before taxes become less than twice the annual
interest requirements on the outstanding bonds, no more bonds
can be issued.
In the utility's rate case at C. 18859, the test year
ended June 30, 1969, and the revenue increase sought was
$18.9 million. Four hundred forty-two (442) days later, by
our order of September 14, 1970, we allowed $16.8 million.
In its rate case at C. 19312, the test year ended
December 31, 1970, and the revenue increase asked for was
$22.6 million. Five hundred eighty-five (585) days later, by .
our order o© August 8, 1972, we allowed $17.2 million.
[uring the long delays between test year end and our
rate decisions, the companv was experiencing the same inflation
of costs as those with which everyone is familiar, and it does
little good, for example, to permit the utility to begin collecting
in late 1972 a rate premised on 1970 year-end costs.
The result of the delays, and of the reluctance to grant
adequate relief, has resulted in frequent inability of the utility
to meet the two-times-earned requirement of its indenture and
raise construction money throigh the sale of bonds.
We are about to repeat our earlier errors. The test
year of the present case ended August 31, 13972, anc the rate
increase asked for is $34.8 million. Now, five hundred .
seventy-one (571) days later, our order grants an increase

of $18.4 million.
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The company's earnings before taxes for the y=2ar
1973 were 2,09 times interest requirements on its bonds already
outstanding, even though a part of the present rate increase
has been collected since Saptember 1, 1973. It is obvious that
the company is unable to issue additional bonds, even though it
will require $117 million of outside funds for its 1974
construction program. Further, in 1974 some $24.5 million of
its old bonds, bearing a 2-7/8% interest rate, will come due
(Met Ed Exhibit 1-I). Almost certainly, the bonds used to
refund the maturing ones will bear interest in the 8~to-9% area,
thus further reducing the times-interest-earned figure.

I shall mention only in passing the order's refusal
of (1) an allowance for a $983,400-per-year wage increase which
became effective May 1, 1973, eight months after the test year.
We did allow a wage increase ten months after the test year at
C. 18859 (Met Ed). This is illogical and wrong; (2) its post-
ponement of the recovery of $1 million spent for production
maintenance in the test year and; (3) its rejection of a
$600,000 cost for tree-trimming on the basis of a past record
which in no way supports the disallowance.

The end result of the order is to increase the financing
difficulties which the company has experienced over the last
five years, and even to threaten discontinuance of the construction
orogram undertaken by the company at our urging. If the company's
:cnsumers are without adequate electricity a few years hence, the
cause will be our unwillingness to grant proper rate relief.

I concur in the order, but only for the reason stated

in the first paragraph of this opinion.

GEORGE I. BLOOM
Chairman

March 25, 1974
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PUBLIC UTIL. COMM. v PENNSYLVANIA E. CO.

Excerpts from 88 PUR 3rd 331-2 re PN
Order of 3/29/71 at C.18944

Plamt Held for Future Use
Respondent’s Exhibit 3R reflects
o total of $499,796 for plant held
for future use at December 31, 1969.
Of this amount, $347,115 is claimed
as a measure of value, refiecting a
total reduction of $131,600 in the
original and adjusted claims shown
in respondent’s Exhibits 1 and 3JA.
The Mansfield 115-kv lins, sched-
uled to be in service in 197. i n-
cluded at the depreciated cost of
$9.290. Tor 12 land sites, including
2 generating station sites, 9 transmis-
sion facility sites, and a service center
site, amounting to $106,260, the esti-
mated in service dates range from
1972-1980. The estimated in service
date of the Lake City stcam station

land site amounting to $141,138 is
beyond 1980. Rights of way for

5 transmission lines, amounting to
$90,427, are estimated to be in serv-
ice 1970-1976.

[4] This commission and other
commissions have recognized in the
past that the acquisition of future
production, transmission, and distri-
bution sites is generally a prudent
and responsible action on the part of
electric utilities. We are also aware
of the several years' lag experienced
in the actual construction of electric
plant, and the need for planning and
acquisition of associated land and
land rights.

We have stated in prior orders that

the record must contain sufficient evi-
dence for us to allow claims for
possible future use, and that we must
limit respondent’s claim to those
items which are being held for im-
minent use or for which definite
plans or projections have been made.

The Federal Power Commission's
(FFC's) Order No. 420 issued Janu-
ary 7, 1971, states: “. . . in recent
years utilities have experienced nu-
merous problems in acquiring ade-
quate plant sites and related facilities
due in a large degree to scarcity of
land available for utility needs. The
commussion recognizes that scarcity
of land for such utility functions is
due in part to such factors as the
increase in population, the growing
use of water front property for recre-

ational, residential, and industrial

use, and the growing objections
raised to proposed location of utility
facilities on the basis of conservation,
safety, aesthetics, and other grounds.”

“ « . it is the commission's opin-
ion that Proposa! A will best accom-
plish the desired objectives.” Pro-
posal A states that land is to be
allowed in rate base and that gains
or losses would pass to ratepayers
upen final disposition.

In consideration of the foregoing,
we allow respondent’s claim of
$347,115 for electric plant held for
future use.
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Excerpts from pp. 13 et seq. and Concurring
Opinion of PN Rate Order of 8/17/73 at R.I.D. 16

Following the blackout in the northeast sector
of the nation in November, 1965, this Commission began
a comprehensive review of the existing and future electric
power supply in Pennsylvania. 1In the interim years and
to date, we have held extended meetings with ail Pennsylvauia
electric utilities, representatives of several power pools,
the Federal Power Commission and various State Commissions.
After a review of actual and forecasted annual peak load
growth and related system capacity reserves, we have concluded
and urged that at least a 20 percent reserve capacity margin
is necessary to cover peak lcads, scheduled maintenance
and forced outages .a order to avoid blackouts, load curtailments,
and voltage reductions. The attainment and maintenance
of at least a 20 percent reserve capacity margin, which

this Commission is advocating, and other factors, such
as growth rate in annuel peak load, will require the acguisition
of future generating sites and related transmission and
distribution rights-of-way well in advance of actual use.

The Federal Power Commission (FPC) issued Order
No. 420 at Docket No. R-379 on January 7, 1971, which states
", . . in recent years utilities have experienced numerous
problems in acquiring adequate plant sites and related
facilities due in large degree to scarcity of land available

for utility needs. This Commission recognizes that scarcity

of land for such utility functions is due in part to such
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factors as the increase in population, the growing use
of water front propert:' for recreational, residential and
industrial use, and the growing objections raised to proposed
location of utility facilities, on the basis of conservation,
safety, aesthetics and other grounds." On February 23,
1971. the FPC issued Order No. 420A which states that land
held for future use is to be allowed in rate base, and
that gains or losses in selling or disposing of such land
would pass to ratepayers.

In addition to the Federal Power Commission's
and this Commission's allowances for land held for future
use in other proceedings, a number of other State Commissions
have concluded that it is prudent and responsible action
on the part of electric utilities to invest in land that
will be needed for future expansion.

We are aware of the several years lag bel..g experienced
in the actual construction of electric plant. The need
for planning and acquisition of associated land and land
rights is imperative if we are to have dependable, adequate
and reliable supplies of electric energy where and when
it is needed. We are also aware of the utility planning
process that must allow for ample lead-time so that envirconmental
factors can be thoroughly studied and reviewed in timely
fashion with public agencies and responsible citizen ccnservation
groups. Such review processes usually create long delays
upon which the utility receives no return on non-productive
committed capital. Also, interest is not capitalized on
land or land sites.

Individual complainants, while recognizing that
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investment in future generating plant and distribution

line land sites may be desirable, contend that there should
be a reasonable cut-off date and that the plant sites with
expected dates of use beyond 1980 should be excluded from
the measures of value.

Considering the extensive delays in obtaining
approval for power plant sites, this Commission is of the
opinion that a restrictive policy toward Plant Held for
Future Use would be detrimental to both the consumers and
utilities involved. From data presented before this Coruiission
in this case and others, there is an indication that extensive
delays are being encountered before generation stations
can be put in service. Therefore, this Commission will
determine, on a case by case basis, the propriety cof a
utility's claim for Plant Held for Future Use. However,
it is our opinion that items not directly related to generation,
transmission or distribution system facilities should not
be considered in determining proper levels of Plant Held
for Future Use. In view of the foregoing, we will allow

$84¢€,415 for Plant Held for Future Use.
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

Rate Investigation Docket No. 16

PENNSYLVANIA PUBLIC UTILITY COMMISSION
Ve
PENNSYLVANIA ELECTRIC COMPANY

CONCURRING OPINION BY CHAIRMAN BLOOM:

In my dissenting opinion of January 26, 1973 in Pa.
P.U.C. v. Duguesne Light Company at C. 19276, I set forth my
objections to the manner of computing the cash working capital
allowance, and the illegal treatment of net salvage, as set
forth in the majority order.

In the majority's order in the Pennsylvania Electric
-Company case, it continues to apply the same errors on these
two points.

In addition, Pennsylvania Electric Company has claimed
rate case expense amortization over a two-year period, but the
majority order lengthens the amortization period tc five years.,

The five-year period was established as a policy by
this Commission long ago, when the time elapsing between any
two rate cases of a utility was at least five years; and the
.intent was that the expenses of one rate case would have been
completely amortized before another case began.

In the present era of inflation and heavy construction,
the time lapse between rate cases is just about two years, and
the five-year period has no relationship to reality.

I am of the opinion that the majority order is wrong
on these three points. However, this rate increase was filed
with us about sixtee... months ago, and the test year on which
the request for rate relief is based ended almost twenty months

ago.
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The utility is desperately in need of earnings to
finance the construction program we have demanded that i% undertake,
and each day's delay in disposing of this rate case renders
that financing more difficult.

If I do not concur in disposing of the case, the effect
will be to further prolong the already prolonged delay in the
rate relief needed by the utility.

Therefore, opposed as I am to the three points described

earlier, I am <asting my vote with the majority.

(signed) GEORGE I. BLOOM
Chairman

August 17, 1973
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Public Meeting held April 20, 1978
Harrisburg, PA 17120

Commissioners Present:

Louis J. Carter, Chairman
Robert K. Bloom

Helen B. 0'Bannon
Michael Johnson

W. Wilson Goode

A. 100548 - Application of Metropolitan Edison Company, Pennsylvania
Electric Company, and Jersey Central Power and Light Company for approval,
pursuant to Sections 202(e) and 701.1 of the Public Utility Law, of an
agreament providing for transfer and acquisition of undivided intarasts
in nuclear generatiag units under conscruction known as Three Mile Islaad
Station Unit No. 2 and Forked River Station.

ORDER
BY THE COMMISSION:

On August 3, 1977, Metropolitan Edison Company (MetEd),
Reading; Pennsylvania Electric Company (Penelec), Johnstown; and Jersey
Central Power and Light Company (Jersey), Morristown, New Jersey; filed
with this Commission, pursuant to Section 701.1 of the Public Utility
Law, 66 P.S. §1271.1, a revised agreement dated July 27, 1977, providing
for (a) the transfer by MetEd and Penelec and the acquisition by Jersey
of undivided interests aggregating 40% in the Three Mile Island Station
Unit No. 2 {TMI-2) which is essentially completed and scheduled to go
into service in June 1978, and (b) the transfer by Jersey and the
acquisition by MetEd and Penelec of undivided interests aggregating
50% in the Forked River Station (FR) which is under construction and
scheduled to go into service in 1983 or later.

Pursuant to our staff's requests for further information,
the applicants furnished ninety-five (95) exhibits which we deem
supplemental to, and a part of, the applicatium.

Our evaluation of the instant application is concerned with
its affects on the ability of MetEd and Penelec to provide adequate,
economic, and reliable service to the consumers of the Commonwealth.

We are of the opinion that the impact of the agreement would be adverse
to the public interest.
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Adequate Service

The application establishes that MetEd and Penelec are winter-
peaking companies, and that the General Public Utilities (GPU) system
is forecast to be winter-peaking starting in the winter of 1979-80.
Applicants' Exhibit No. 4 indicates that under the proposed transfer of
interests in TMI-2 and FR, the estimated reserve capacity margin of MetEd
would fall to nine percent, and Penelec to zero percent, in the winter
of 1982-83. Should completion of Forked River Station be delayed, it is
probable that the companies would be faced with the problems attendant
with negative reserve capacity margins in the. ensuing winters until such
time as the station should come into commercial service.

Economic Service

We are convinced that approval of the instant application would
lead to highar costs for MetEd and Penelec, and ' izher rates for their
customers, particularly in the loag run. Our cocaviction is based, in
part, on the following considerations:

1. Applicants' exhibits indicate that the levelized annual
cost of supplying company generation requirements over
the lifetime of TMI-2 would be greater for both MetEd and
Penelec should this application be approved (Applicants'
Exhibit No. 1, Section D, exhibits D=7 and D-3). Such
higher costs would ordinarily increase the revenue require-
ments of MetEd and Penelec beyond what otherwise might be
expected.

y In previous rate filings (MetEd at C. 19312, R.I.D. 64,
and R.I.D. 170; Penelec at C. 18944, R.I.D. 16, and
R.I.D. 172) MetEd and Penelec stated their need for
higher revenues in order to offer a return sufficient
to attract the financial capital necessary to finance
construction of TMI-2. This building program is now
virtually completed. Approval of the instant appli-
cation would shift the burden of financing one-half
of Forked River Station onto MetEd and Penelec and,
if T™I-2 is an indicator, exert additional upward
pressure on the companies' rates.

3. The latest information before us estimates the
completion cost of TMI-2 at $679 million, and
that of FR at $1,156 million. Under the terms
of the proposed agreement, the sale price for
each facility shall be equal to its book costs
(p. 2, par. 1.03; and p. 6, par. 2.02). Even assuming
no further escalation of costs for FR, approval of
this application would require MetEd and Penelec to
sell 352Mw of TMI-2 capacity to Jersey at $772/KW
and purchase 560w of FR capacity from Jersey at
$1,032/KW.

- =
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4, The Forked River Statiom is being constructed on
the coast of the State of New Jersey, removed from
the MetEd and Penelec service areas. Approval of
the application would necessitate MetEd and Penelec's
assumption of approximately twenty million dollars
in costs for transmission lines to make FR energy
available to them (Applicants' Exhibit 84).

3. Accrued allowances for funds used during coastruction
of these facilities would be included in their selling
prices under the agreement. The contemplated treat-
ment of AFC is detrimental to MetEd and Penelac in
several ways.

a. Most of the AFC for TMI-2 was accrued at rates
less than 97, while AFC for Forked River will
be accruing at rates greater than 9%, applied
to a larger base (Applicants' Exhidit No. 27).

b. The Board of Public Utility Commissioners of ’
the State of New Jersey has allowed varying :
proportions of Jersey's investment in FR to
be in rate base. Nevertheless, the agreement
which is the subject of this application states
that the price to be paid for FR by MetEd and
Penelec would be increased by an amount equal
to the AFC which would have accrued had those
portions not been included in rate base (p. 7,
par. 2.03). This provision would give Jecsey
a double return on the relevant investmen:.

c. Jersey has experienced difficulty in financing
Forked River, and this has resulted in a slowing
down of its construction by at least four years,
during which AFC has been accruing (Applicants’
Exhibit Nos. 27 and 48). The accrual of AFC over
this period has increased the cost of Forked
River, and is questionable under the circumstances.

Reliable Service

The GPU Corporation's 1976 annual report to stockholders states
that MetEd is 67% coal-fired, and Penelec is 88% coal-fired (p. 17).
Approval of the subject application would substantially maintain MetEd's
and Penelec's dependence on coal until such time as Forked River Station
comes into coummercial service.
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Upon full consideration of the application, the Commission is
of the opinion that the transfer of ownership int:rests sought in the
application of Metropolitan Ediscn Company, Penansylvania Electric
Company, and Jersey Central Power and Light Company would not be in the
best inte~est of the public of this Commonwealth in that it would advarsely
affect the ability of the Pennsylvania companies to furnish adequate,
economic, and reliable electric power; THEREFORE,

IT IS ORDERED: That the application by Metropolitan Edison
Company, Pennsylvania Electric Company, and Jersey Central Power and
Light Company be and is hereby denied.

BY THE COMMISSION

0005w

% o - C. J. McElwee
R e e Secretary

CRDER ' ADOPTED: _"April 20, 1978

ORDER 'ENTERED:

MAY 4 1373
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

General Public Utilities Corporation ) Docket No. EL80-22

COMPLAINT AND REQUEST
FOR INVESTIGATION

I1. Introduction

In accordance with the provisions of Section 206(a)
of the Federal Power Act, General Public Utilities Corporation
(GPU) on behalf of itself and its subsidiaries Jersey
Central Power & Light Company (Jersey Central), Metropolitan
Edison Company (Met-Ed) and Pennsylvania Electric Company
(Penelec) hereby complains to the Commission that, under
present conditions, the pricing arrangement corcained in the
Pennsylvania-Jersey-Maryland power pooling agreement (PJM
agreement) 1s unjust and unreasonable inscfar as it applies
the so-called "split savings" concept to those additional
energy purchases made by GPU and its subsidiaries as a
result of the accident at Three Mile Island No. 2 generating
unit (TMI-2). The split-savings concept is unjust and
unreasonable as applied to GPU's current situation in that
‘ it produces revenue substantially in excess of the seller's
cost. Ind2ed the net effect has been that extraordiniary
costs to the GPU companies and their customers resulting
from the accident has resulted in a reduction in the charges
to their customers by the selling PJM companies. GPU
requests |l) an investigation of same, and 2) that the
Commission order that such additional sales be made at a
price equal to the seller's cost of supplying such service
namely the incremental production cost plus any other costs
reasonably allocable te supplying such service.

GPU recognizes that the Commission, in setting this
matter for investigation, may wish to consider the broader
question of the appropriateness of the split-savings concept
in general or as it applies under the PJM agreement.

While GPU welcomes any such broad investigation, GPU is
deeply concerned that the delay inherent in any broad
investigation of this subject matter will render moot any
practical relief to GPU. For this reason GPU is filing
contemporaneously with this request for investigation, a
motion for the issuance of an interim order to apply with
respect solely to the question of the appropriate pricing
scheme to be applied to that portion of additional purchases
from the PJM pool which GPU estimates to result from the
accident at TMI-2.



11, Bag}ground Statement

The PJM agreement has been in existence for a number of
vears. Like most power pooling agreements it had its genesis
in a desire to enhance reliability through the interconnection
of major utility systems in order to enhance the sharing of
reserves and to aid the member systems in times of emergency.
With this end in mind, the rules of the PJM agreement (which
are well known to this Commission) are structured in a
fashion which encourage each member to provide capacity
sufficient to meet its own needs and in a mix which will
meet its individual needs in the most economic fashion.

It has long been recognized that a corollary benelit
of interconnected operation is the economy achievable
through sale of capacity and energy--in particular, as
pertinent here, the savings achievable by economic dispatch
of all the generating units in the pool. Corsequently
energy 1s bought and sold today among the PJM pool members
on an hour=-by-hour basis with transactions accounted for
after the fact at a price half way between the decremental
or avoided cost of the purchasing utility and the incremental
cost of the selling utility.

This so-called "split savings" concept arose long ago
at a time when there existed no wide disparity between the
fuel costs of operating generating units of different types
and between the fuel costs of the various member systems. 1/
In addition, since the primary purpose of the pool was the
enhancement of reliability, the provision of a market for
economy energy was a secondary purpose. It was contem-
plated that, in the long run, the member utility systems
would not "lean" on the pool for either their capacity or
their energy needs. In other words, the rules were struc-
tured to encourage members to be buyers as often as sellers.

1/ These disparities exist today for reasons which are
largely external to the normal planning decisions
of utility managers. Among the factors causing today's
disparities are 1) air pollution requirements which, in
the early 1970's, mandated a swi'ch from coal to oil
for generating units; 2) PUC decisions requiring in-
vestment in combustion turbines; and 3) continuing
escalation in oil prices.



[t was, of course, recognized that, since it was most
econmic to install genmerating units in large increments,
the'e would be times when some members would have an excess
of capacity while other members might be deficient and that
th re would also be times when, over an intermediate period,
scme members would be net purchasers of energy from the pool
"nile others would be net sellers. 1/

The situation envisaged as "normal" disappeared on
March 28, 1979. As a result of the events of that date, GPU
lost the availability of approximately 1700 megawatts of
capacity from its TMI-1l and TMI-2 nuclear generating units.
The energy from these units was among the cheapest on the
entire GPU system. 2/ GPU responded to this situation by
seeking every possible economic alternative source of power
to replace the lost capacity and energy from [MI-l and
TMI-2. As the Commission is aware by reason of filings made
by GPU and other entities, GPU has been able to arrange a
series of purchases in addition to purchases from the PJM
pool as follows:

l. 200 mw capacity and energy from Ontario Hydro;
2. 40 mw capacity and energy from Jamestown, New York;

3. purchases of capacity and energy in varying amounts
(depending upon the availability of the supplier's
resources) directly from Allegheny Power System,
Inc. ("APS") and other purchases made by APS for
GPU's benefit from systems further west;

4. energy purchases of up to 200 mw from Pennsylvania
Power & Light Company's (PL) Martins Creek Units
Nos. 3 & 4.

A brief review of GPU's pool and non-pool replacement
power purchases in the months following the TMI-2 accident 1is
instructive. In April 1979, the GPU companies did not have any
source of replacement power from other ucilities except the
purchase of PJM interchange and the GPU companies purchased

1/ It should be noted that with the addition of TMI-2 to GPU's
resources in late 1978 GPU would, but for the accident,
have been a net seller to the Pool for the next several
years.

2/ Prior to the accident TMI-1 had been generating energy
at a fuel cost of approximately 2.5 mills per kWh and
TMI-2 had been generating energy at a fuel cost of
approximately 3.5 mills per kWh.



674,738 mWh of interchange from PJM at an average billing rate
of 46.2 mills/kWh including an average adder by the selling PJM
companies of 9.5 mills/kWh or 25.9% over the sellers' incre-
mental production cost. In May, the GPU companies had in
place a bulk purchase arrangement with APS and purchased
102,294 mWh from APS; by virtue of such purchases, the GPU
companies reduced their purchases of interchange from PJM to
595,981 mWh at an average billing rate of 50.4 mills/kWh in-
cluding an average adder by the selling PJM companies of 10.8
@1lls/kWh or 27.3% over the sellers' incremental production
cost. (Sales of interchange by the GPU companies to PJM

were nominal in April and May 1979).

By June 1979, the GPU companies had additional bulk
power supply arrangements in effect, and they purchased
229,853 mWh from sources other than PJM interchange. In the
light of such other purchases, the GPU companies reduced
their purchases of PJM interchange to 292,661 mWh at an
average billing rate of 45.3 mills/kWh including an average
adder by the selling PJM companies of 11.0 mills/kWh or
32.0% over the sellers' incremental production cost. In
addition, the GPU companies sold 33,256 mWh of interchange
to PJM in June.

For the remaining months of 1979 and the first two
months of 1980 the actual results were as follows:

PJM Production Split Savings Markup

Cost Adder on Cost
1979/80 Mills/kWh Mills/kWh 4
July 25.9 11.2 43
August 31.0 11.0 35
Sept. 33.5 10.7 32
Oct. 38.1 11.3 30
Nov. 35.8 13.9 39
Dec. 35.5 14.6 41
Jan. 41 .4 133 37
Feb. 44 .6 14.4 32

The amount of the "adder" is, of course, anticipated to rise
during 1980 as a result of continuing increas~s in oil prices.

The bulk power purchase arrangements which the :U ~om=
panies have been successful in negotiating thus far are non-
firm--i.e., are subject to the availability of the supplier's
equipment and may be interrupted by it at any time and for
any period. (For example, the lowest cost source of supply
to the GPU companies has been APS generation; that supply
was interrupted on July 5, 1979 and has not yet resumed.)

The volume and the pricing of interchange purchases by the
GPU companies from PJM will depend upon hour-by-hour



changes in (a) load levels both within GPU and outside GPU,
(b) the availability of GPU's generating facilities and
energy provided therefrom on economic dispatch, (¢c) the
energy provided on economic dispatch by the other PJM
companies, and (d) the availability and purchase prices

of energy from suppliers outside PJM.

GPU was actually a net-seller to the pool during
July and August 1979 because of the nature of some of the
outside purchases which GPU was making. From APS, and
through APS from systems even farther west (under the
agreement with APS), GPU purchased coal-fired capacity and
associated energy on a weekly basis--the commitment being
made in advance. Once tne purchase was made, GPU had this
relatively low cost coal-fired energy available on a 24-hour
basis. When GPU's loads were down during nighttime off-peak
hours it then had available a certain amount of exce:zs
energy which it sold to other PJM companies at a lower cost
than any PJM company could then produce. The arrangement
was economic¢ to GPU because it could avoid much of the
higher cost daytime energy it would otherwise have to
purchase from other PJM companies on a split-savings rate.

Quite naturally the availability and prices of the
replacement power purchases were and are a major concern to
the state regulatory commissions in Pennsylvania and New
Jersey. In its Order adopted June 15, 1979 and entered June
19, 1979 at 1-79040308, the Pennsylvania Public Utility
Commission ("PaPUC") made the following findings (at p. 16):

"Pricing of Wholesale Purchases of Power

In accordance with typical agreements between
interconnected electric utilities, economy dispatched
energy is sold at a price midway between the cost of
generation of the selling utility and the alternative
generation cost to the buying utility - thereby
"splitting" the savings between the buyer and the
seller. Although the price at which electricity is
sold at wholesale is subject to the jurisdiction of
the Federal Energy Regulatory Commission ("FERC"),
the cost of purchased power impacts directly on retail
rates and therefore is of concern to this Commission.



"Under conditions approaching an equilibrium where
electric utilities each buy and sell roughly equivalent
amounts of energy annually, the split-savings method of
pricing economy sales seems to result in an equitable
distribution of the benefits of shared generation. One
utility is not significantly better or worse off than
another. However, when one or two utilities are forced
to buy massive amounts of power from other utilities
with large amounts of available generatiomn, such as
during the coal strike of 1977-78, an equitable im-
balance occurs. The cost of purchases of power during
that emergency by utilities in Western Pennsylvania

mposed a considerable burden on those utilities,
while the utilities in Eastern Pennsylvania received
unexpected revenues.

"T.e loss of generation at Three Mile Island has
created a similar imbalance. Metropolitan Edison
Company and Pennsylvania Electric Company will incur
higher purchased power costs, while the selling com-
panies will generate unexpected revenues.

"The Commission is of the opiniomn that the split
savings pricing of interchange sales during emergency
conditions is not in the public interest. We will
direct Met Ed and Pemelec to petition FERC and to
negotiate with the other members of the PJM power pool
to eliminate split savings during emergency conditions
and to price such power at cost. Cf., Order adopted
June 7, 1979 at Docket No. P-79060181 (Petition of
Pennsylvania Power & Light Company for Declaratory
Order).

"As an incentive to pursue this elimination of
split savings during emergencies, the Commission will
consider the efforts of Respondents in this respect
in determining whether to allow the amortization of
such energy costs deferred during the 18 month period
in which their energy clauses are levelized."

Similar views were expressed by members of the Board of
Public Utilities of the State of New Jersey ("NJBPU") on
June 18, 1979 at the public meeting of the NJBPU held in
connection with the adoption of a rate order entered that
date by the NJBPU relating to Jersey Central.

Promptly following the entry of the PaPUC Orders and
NJBPU Orders, the GPU Companies advised the other members of
PJM of such directives, requested that such members enter
into negotiations to accomplish the objectives of these



provisior of such Orders and informed such members of the
intention of the GPU Companies promptly to file a petition
with the Federal Energy Regulatory Commission ("FERC") in
accordance with such directives i: such negotiations were
not successful.

Since that time, the GPU Companies have been involved
in extensive negotiations with the other members of PJM.
However, it has not been feasible to obtain an agreement with
the other PJM Companies which could be implemented in a
timely fashion. It is under these circumstances that this
complaint and request for investigation is being filed.

III. Conclusion

The matters stated herein raise serious questions
about the justness and reasonableness of the application of
the split-savings concept within PJM, at least as applied to
GPU's present situation. Iu GPU's view, the results for
1979 and the first two months of 1980 compel the conclusion
that, as applied to that situation, the present rates are
not just and reasonable.

GPU respectfully requests prompt Commission attention
to its ccmplaint and its request for a change in the
split-savings pricing scheme to reflect a sale at the
sellers' cost. 1In order to afford at least some relief
from the present arrangement within a meaningful time frame,
GPU also requests prompt Commission action on the accompany=-
ing motion for interim relief.

Respectfully submitted,
DEBEVOISE & LIBERMAN

1200 17th Street, N.W.
Washingteon, D.C. 20036

By

Leonard W. Belter
James B, Liberman
Attorneys for
General Public Utilities
Corporation

March 21, 1980
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMI'SSION
General Public Utilities Corporation ) Docket No. EL80-22

MOTION FOR ISSUANCE OF INTERIM ORDER

Introduction

General Public Utilities Corporation (GPU) has this
date filed a complaint and request for investigation of
the application of the split-savings rate to the additional
energy purchases which it would make from the PJM power pool
as a result of the accident at Three Mile Island No. 2
nuc lear generating unit. GPU has requested an order that
such additional purchases by GPU be priced at the sellers'
cost.

GPU recognizes that the Commission and/or potential
intervenors may desire to investigate the split-savings
concept in the PJM power pool in a broad context. While
GPU would welcome a broad-based investigation, GPU is deeply
concerned that any such investigation may significantly
delay appropriate relief to GPU. Therefore GPU herewith 1)
requests an interim order of the Commission which would
direct that, until a final order is issued or the TMI-Il
generating unit resumes the generation of electric energy on
a continuing basis, energy associated with up to 1100 mW and
totaling no more than 7,000,000 mWh (said numbers representing
the anticipated output of TMI-1 and TMI-2 nuclear generating
units) be sold by the PJM companies to GPU at a price
consisting of the seller's incremental production cost plus
any other costs reasonably associated with supplying such



service 1/: 2) asks that the Commission grant this interim
relief in its order initiating this proceeding; or 3) in the
event that the Commission feels that some investigation

is required prior to adoption of an interim order, that

the Commission phase this proceeding iu order that immediate
attention be focused on the need fo: and scope of an interim
order and that any other items the Commission chooses to
investigate be set for evidentiary presentations, cross-
examination, and briefing after the Commission has issued an
interim order which rectifies, to the extent possible, the
present inequitable arrangement. 2/

Il. Argument

A. The Commission's Authority and Responsibility
to Issue Interim Orders:

In the usual rate investigation, the Commiss.on protects
consumers against unjustified charges by exercising its
suspension and refund powers. 1In lengthy proceedings the
Commission has recognized that even the provision for refunds
does not fully protect the interest of ratepayers and it has
adopted the practice of issuing interim rate orders. FPC v.
Tennessee Gas Transmission Company, 371 U.S. 145 (19625;
Georgia Power Company v. FPC, 373 F.2d 485 (5th Cir. 1967).

L/ GPU believes that there are other costs reasonably associated
with each service. In Docket Nos. 79-28 and 79-29, the Com-
mission is considering issues relating to the appropriate
magnitude of "adders" to incremental production costs for
conservation energy. It may be that those proceedings esta-
blish the appropriate size of "adders" in response to this
motion. If not, GPU would be willing to consider any other
"adders" that can be cost-justified. GPU is convinced, howe rer,
that the "adders" to incremental production cost currently
being pa.d by it under split-savings=-namelv 14 mills per kWh
and above - are unjust and unreasonable and are not
cost-justified.

2/ This interim relief cannot consist of a price which is
subject to refund. Were that the case, GPU would have
no basis on which to decide each week whether to pur-
chase from the pool or from other sources.



Since the instant inves:tigation takes place under Section
20€ of the Feceral Power Act, any unfairness in the present
rate can be r medied only prospectively from the date of a
Commission order. Hence, the usual considerations which
favor issuing of interim orders as soon as possible, where
some form of relief can be granted in advance of a final
order, is even more appropriate. As we shall point out
herein, there is ample justification on the basis of the
present verified pleading and, we anticipate, on the basis
of the factual elements which are not in dispute here, for
the Commission to issue the interim order requested by GPU.

B. The Unfairness of the Present Pricin&TArrlngement:

The facts with respect to actual interchange purchases
by GPU from PJM during 1979 establish that the selling
companies received their incremental cost of production of
the energy sold to GPU plus a sum which represented approx-
imately 25-40% of that total incremental cost. 1/ Whatever
economic arguments can be made for the appropriateness of
such recovery over cost in normal circumstances, 2/ there
can he no justification for recovery of such levels for the
unanticipated purchases GPU is compelled to make as a result
of the loss of generation at TMI. That loss is unprecedented
both in magnitude and duration. TMI generation (approximate=-
ly 1700 mW) has now been lost for almost ome year. It
cannot be fairly argued that the PJM agreement contemplated
an outage of this magnitude for a duration in excess of one
year when the split-savings coancept was adopted.

In short, the present arrangement is inequitable as
it is now applied to the TMI loss situation and that inequity
must be rectified.

1/ See GPU's Complaint and Request for Investigation p. 4.
From July 1979 through February 1980 the average lplxt-
savings "adder" was 14.7 mills/kWh. This "adder" is
increasing as a result of the increase in oil prices
resulting from OPEC actions.

®)
~

The recent dramatic rise in oil prices plays a major
role in elevating the adder. One pundit has accurately
quipped that every time the price of oil is raised by
$1.00, coal-burning utilities get 50 cents of that rise
in the form of split-savings adder, even though no oil
is used.



C. Facts Which Are Not in Dispute:

In the course of their examination of the impact
of the loss of TMI generation the PJM companies conducted
studies designed to show the impact on the members of the
loss of TMI generation. Since the studies were conducted
on a joint basis, GPU believes that there is nc dispute
of fact over what those studies show.

The loss of TMI energy resulted in a change in the
energy production cost of all PJM members since, throughout
the system on an econrcmic dispatch basis, the energy needs
of all members would be met on a different basis than they
would be met if TMI-1 and TMI-2 were available. The PJM
studies indicate that the loss of TMI energy resulted in
total annualized 1979 energy cost increases of $12 million,
$19 million, and $345 million for Public Service Electric
and Gas Company (PS), Philadelphia Electric (PE), and GPU
respectively during 1979. At the same time the total energy
cost of Pennsylvania Power & Light (PL), Baltimore Gas &
Electric (BC), and Potomac Electric Power Company (PEP)
would decrease by $15 million, $8 million, and $11 million
respectively. The reduction was due to split-savings
revenues on additiocnal sales by PL, BC, and PEP.

D. The Proposed Interim Order Is Clearly
Fair and 1in the Public Interest:

Under the proposed interim order the predominant
sellers within the PJM power pool (PL, BC, and PEP) would
continue to receive their incremental energy production cost
plus some additional amount with respect to the unantici-
pated sales to be made to GPU as a result ot the loss of TMI
generation. Although GPU is not taking a position at the
outset with respect to the fairness of the split-savings
concept in all situations, we recognize that there are those
who would argue that the split-savings concept is appropriate
in a-power pool agreement such as PJM in that it creates an
economic incentive to the participants to fairly structure
their gene ating mix in the fashion which best meets their
own needs. In other words, some will argue, in defense of
the split-savings concept, that it provides a pricing signal
which creates a disincentive for a company to install
relatively low capacity cost high operating cost generating
units (such as combustion turbines) in the expectation of
relying heavily upon the availability of interchange power




within the pool. 1/

Whatever may be the merits of such economic arguments
under normal circumstances, it is clear that such economic
incentive justification 1s irrelevant with respect to the
interim relief GPU is now requesting. The situation pre-
sented here is unique. Seventeen hundred megawatts of
capacity have been lost to GP. 10w for at least a year.
When that capacity is restored in part, such fact might
constitute an appropriate reason for a reexamination of the
interim order. Alternatively, the interim order could be
phrased in such fashion that it apply until the TMI-l
generating unit resumes the generation of electric energy on
a continuing basis or until a final order is issued.

In short, the limited interim order we propose cannot
conceivably be unfair in any respect.

In view of 1) the unfairness of the present arrange-
ment as it applies to the incremental sales occasioned by
the loss of TMI generation; 2) the profit levels being
obtained on those sales as evidenced by 1979 results; 3) the
result of the PJM studies indicating the effect of the loss
of TM1 generation; and 4) the fairness of the limited interim
order we propose here, GPU submits that a proper exercise of
the Commission's authority under Sectionm 206 of the Federal
Power Act requires the adoption of the interim order we
propose here at the earliest practical moment.

o Suggested Procedures

GPU cannot anticipate the precise nature of the responses
which its complaint and the instant motion will generate.
Should any interested party desire an investigation of the
broader subject matter of split savings in general, the
Commission could accommodate such desires by means of an
investigation conducted in the normal fashion. In the un-
likely event that responses to this pleading indicate that
theie are matters which require an evidentiary hearing prior

1/ GPU would dispute that the split-savings concept had
any impact on its capacity planning. In any event,
whether or not thie is so is irrelevant with respect
to the requested interim relief.



to the adeption of an interim order, 1/ GPU requests that,
in that event, the Commission phase this proceeding and
order expedited consideration of GPU's proposed interim
order. The first step in any such expedited proceeding
should consist of a conference of all parties to be held
within 10 days of the Commission's initial response in this
proceeding. 2/ Depending on the nature of responses, GPU
may suggest other procedural steps to the Commission.

1/ Although we cannot conceive of circumstances which would
require an evidentiary hearing replete with cross-exam-
ination, we would note that under Section 206 of the
Federal Power Act the Commission is not required to con-
duct a hearing of this type:

"There is nothing in Section 206(a) which prohibits
the Commission from eliminating an unlawful practice
without simultaneously holding a full-rate hearing
to provide a proper rate." (Georgia Power Company
v. FPC, 373 F.2d 485, 487 (5th Cir. 1967).

2/ Copies of GPU's Complaint and this Motion are being served
on representatives of all PJM companies and on representa-
tives of the regula’ory commissions in Pennsylvania, New
Jersey, Maryland, Virginia and the District of Columbia.
Under the Commission's rules, responses to motions are

due within fifteen days.



IV. Conclusion

Wherefore the Commission should issue an interim
order directing that, until TMI-l resumes the generation
of electrical energy on a contining basis, PJM energy
interchange sales to the GPU companies associated with up to
1100 mW and totaling no more thanm 7,000,000 mWh should be
priced at the seller's incremental energy production cost

plus any other costs reasonably associated with supplying
such service.

Respectfully submitted,

DEBEVOISE & LIBERMAN
1200 17th Street, N.W.
Washington, D.C. 20036

By
Leonard W. Belter
James B. Liberman
Attorneys for
General Public Utilities
Corporation

March 21,1980



Met-Ed/Penelec Exhibit A-95
Update of Exhibit A-77
Witnesses: J. G. Graham

F. D. Hafer

PENNSYLVANIA ELECTRIC COMPANY

System Energy Costs and Sales, July 1979 - December 1980
Updated to Reflect Actual Data Through Februarv 1980 and
Assumed Unapproved Status of PJM "Cost + 102" Pricirg -‘roposal in 1980

Energy Total Retail Sales
Costs Sales % of
($ millions) (Gwh) mills/Kwh Gwh Total Sales
July 1979 (actual) $ 9.8 817 12.0 767 93.9%
Aug. " 12.3 813 15.1 763 93.8
Sept. " 11.0 867 12.7 810 93.4
Oct. - 15.2 862 17.6 800 92.8
Nov. » 13.4 898 14.9 824 91.8
Dec. . 15.9 964 16.5 872 90.5
6 Months Dec. 1979 $ 77.6 5 221 14.9 4 836 92.6%
Average Month $12.9 870 14.9 806 92.6%
Jan. 1980 (actual) $ 19.7 997 19.8 897 90.0
Feb. 3 19.3 1 060 18.2 947 89.3
Mar. (forecast) 22.6 1 108 20.4 996 89.9
Apr. " 17.7 995 17.8 904 90.9
May " 15.3 908 16.9 839 92.4
June ” 16.7 906 18.4 836 92.3
July a: 15.6 869 18.0 809 93.1
Aug. - 4.1 839 16.8 780 93.0
Sept. » 13.1 884 14.8 819 92.6
Oct. " 15.1 898 16 .8 825 91.9
Nov. - 17.1 951 18.0 871 91.6
Dec. ” 24.2 1 048 23.1 938 89.5
12 Months Dec. 1980 $210.5 11 463 18.4 10 461 91.32
Average Month $ 17.5 955 18.3 872 91.32
18 Months Dec. 1980 $288.1 16 684 17.3 15 297 91.7%
Average Month $ 16.0 927 17.3 850 91.7%

(1) See "Cost + 10" assumption

Asaumgtions

TMI-1 does not return to service in 1980.

Neither "Cost plus 10%" pricing of GPU's TMI-related purchases from PJM nor
GPU Motion to FERC for interim relief from split savings is effective in 1980.
Other economic TMI-related purchases (Ontario, Jamestown, APS) continue for
forecast period.

Demand component of cost of TMI-related purchases included for full forecast
period.

15% oil price escalation, Dec. 1980 over Dec. 1979.

9



Met-Ed/Penelec Exhibit A-96
Update of Exhibit A-87
Witnesses: J. G. Graham

F. D. Hafer

PENNSYLVANIA ELECTRIC COMPANY

Increase in 6.5 Mill Level Charge That Would be Required to Recover Energy Costs
Projected to be Unrecovered (Deferred) As of May 30, 1980, the Deferred Energy
Balance Which Could Be Addressed By a Commission Decision in May 1980

Deferred Energy Costs as of 2/29/80
(actual; $ millions) $ 7.8

Estimated Additional Unrecovered
Energy Costs through 5/31/80(2):

March 1980 4.2
April 1980 1.4
May 1980 .6
TOTAL 6.2

Projected Balance as of 6/1/80
Effective Date of Clause Revision $14.0

Retail Sales Projected for the Period
June 1980 = December 1980 (Gwh) 5,878

Amortization Rate per Kwh, Excluding
Revenue Taxes 2.4

Increase in Currently Effective 6.5 Mill
Level Charge (above x 1.047 revenue tax factor) 2.5

(1) Excludes unamortized "old clause" balance recoverable by base

rates ($8.5 million at 2/29/80).

(2) See Exhibit A-95.



. GENERAL PUBLIC UTILI’S CORPORATION .

Projected Net Short-Term Debt
February-December 1980
($ millions)

1980
Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec.
Jersey Central $ 75 $ 98 $ll4 $137 $148 $135 $152 $137 $121 $139
Met-Ed* 8¢9 1.7 102 110 105 107 119 118 115 121
Penelec - - - - - - - - 5 -
GPU Corp. 50 51 57 59 6 70 73 74 83 84
System Total $214 $256 $27 $306 $313 $312 $344 $329 $32 $344

Major Assumptions:

*

Neither "Cost plus 10%Z" pricing of GPU's TMI-related purchases from PJM nor GPU Motion to FERC
for interim relief from split savings in effective in 1980.

$30 million Penelec bond issue in December and a $5 million refinancing for Met-Ed in November
Pennsylvania energy clause increases:

Company Effective Date Increase
Met-Ed 3/1/80 6.9 Mills/Kwh
Penelec None

For financial forecasting purposes, a GPU common stock dividend of $0.25/share is assumed to resume in
the second quarter of 1980 and continue at that level for the balance of the year. If the dividend
were not resumed, GPU's cash requirements would decrease by $15 million in the months of May, August
and November.

Includes $13 million of Long-Term Debt Issued and Outstanding to Banks.
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Applications of Funds
Construction
Refinancing
Sinking Funds

Total Applications

Sources of Funds
Internal Sources
Long=Term Debt
Preferred Stock
Temporary :nvestments
Short-Term Debt

Total Sources

Short-Term Debt Outstanding
Per Original Budget

Adjustments (Cumulative):
Interchange & Purchase Power
Fuel Expenditures
TMI #2 Insurance Proceeds
Reduced Revenues
FIT Refund
Taxes Other
Other

Current Short Term Debt Estimates*

METROPOLITAN EDISON COMPANY

Projected Source & Application of Funds

February - December 1980
($ Millions)

Forecast 1980

Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Total
$ 4 3 4 R K 3 6 3 2 8 4l
- - - - - - - - 5 - 5
- - - - - 1 - 1 - 2
$ 4 3 o “ o 3 7 3 8 8 48
$ 5 (8) 12 (6) 7 1 (5) 4 6 2 18
- - - - - - - 5 - 5
(1) 11 (8) 10 (3) 2 12 (1) (3) 6 25
$ 4 3 o “ 4 3 7 3 8 8 48
$ 99 1o 102 112 109 111 123 122 119 125
11 15 15 15 15 15 15 15 15 15
(10) Qn (10) an (12) (12) (12) (12) (12) (12)
(6) > - - * - - - - =
3 5 5 5 5 5 5 5 5 5
(6) (6) {(6) (6) (6) (6) (6) (6) (6) (6)
- (3) (3) (3) (3) (3) (3) (3) (3) (3)
(2) (3) (1) (2) (3) (3) (3) (3) (3) (3)
89 107 102 110 105 107 119 118 115 121

*Includes $13 million of Long-Term Debt Issued and Outstanding to Banks



PENNSTLVANIA ELECTRIC COMPANY
Projected Source & Application of Funds
February - December 1980
($ Millions)

Forecast 1980

Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Total
Applications of Funds
Construction $ 6 13 8 8 8 8 Y9 8 7 9 84
Refinancing - - - - - - - 1 - - 1
Sinking Funds - 1 - - 1 1 - 1 - i 5
Total Applications $ 6 14 8 8 9 9 9 10 7 10 90
Sources of Funds
Internal Sources $ 20 (7) (6) 3 10 3 11 9 (12) 8 39
Long-Term Debt - - - - - - - - - 30 30
Preferred Stock - - - - - “ - - - - -
Temporary Investments (14) 21 14 5 (1) 6 (2) 1 7 (16) 21
Short-Term Debt - - - - ~ - - - 12 (12) -
Total Sources $§ 6 14 8 8 9 9 9 10 7 10 90
STD (Temporary Invest) Outstanding
Per Original Budget $(51) (30) (16) (11) (12) (6) (8) (7) 12 (16)
Ad justments (Cumulative):
Interchange & Purchase Power (8) (8) (8) (8) (8) (8) (8) (8) (8) (8)
Fuel Expenditures (6) (6) (6) (6) (6) (6) (6) (6) (6) (6)
TMI #2 Insurance Proceeds 12 - - - - - - - - -
Common Dividend to GPU (7) (7) (7) (7) (7) (7) (7) (7) (7) (7)
Federal Income Tax Payment 5 5 5 5 5 5 5 5 5 5
Taxes Other - 4 4 4 4 4 4 4 4 4
Other (1) 3 5 5 5 5 5 5 5 5
Current Shert Term Debt
(Temporary Invest.) Estimates $(56) (39) (23) (18) (19) (13) (15) (14) 5 (23)




Met-Ed/Penelec Exhibit A-98
Witnesses: J. G. Graham

F. D. Hafer
Page 1 of &4

METROPOLITAN EDISON COMPANY
PENNSYLVANIA ELECTRIC COMPANY
(DOCKET NO. I-79040308-PHASE 2)

This exhibit indicates new security offerings of Met-Ed, Penelec and
General Public Utilities Corporation from January 1969 through December
1978 iaclusive.
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METROPOLITAN EDISON COMPANY
NEW SECURITIES ISSUED FROM JANUARY 1969 THROUGH DECEMBER 1978 (l).

Of fer Cost to
Month/ Description Number of Amount Company
Year of Issue Shares ($ 000) (%)

6/69 8 1/8% Bonds Due 1999

11/71 7 7/8% Bonds Due 2001 - 15 000 7.84
9/171 8.12% Preferred 160 000 16 000 8.09
3/72 7.68% Preferred 350 000 35 000 7.67
5/72 7 7/8% Bonds Due 2002 - 26 000 7.82
b g - 8.32% Preferred 250 000 25 000 8.30
10/72 8 1/8% Debentures Cue 1997 - 53 000 8.09
/73 8.12% Preferred 250 000 25 000 8.09
10/73 8.32% Preferred 150 000 15 000 8.32
12/73 8 3/4% Debentures Due 1998 - 20 000 8.74.
12/73 8 1/2% Bonds Due 2003 - 20 000 8.5
3/75 9 3/4% Bonds Due 1983 - 50 000 9.65
9/75 9 5/8% Bonds Due 1985 - 45 000 9.85
3/76 9% Bonds Due 2006 - 50 000 9.18
9/1717 8 3/8% Bonds Due 2007 - 35 000 8.53
1/78 6% Bonds Dua 2008 (2) - 8 700 6.10
9/78 9% Bonds Due 2008 - 50 000 9.11

(1) Excludes 1% Bond issued to Small Business Administration.

(2) Pollution Control Bond



PENNSYLVANIA ELECTRIC COMPANY

Page 3 of 4

NEW SECURITIES ISSUED FROM JANUARY 1969 THROUGH DECEMBER 1978 (1)

9 3/8% Bonds Due 2000

8 1/8% Debentures Due 1996

8 1/2% Debentures Due 1996

7 7/8% Bonds Due 2001

8 3/8% Bonds Due 2003

10 5/8%Z Bonds Due 2004

10 3/4% Bonds Due 1984

9 3/4% Bonds Due 2006

7 3/4% Bonds Due 2006 (2)

Offer

Month/ Description

Year of Issue

5/69 8% Bonds Due 1999
4/170

1/71

8/71

12/71 8.36% Preferred
12/71

6/72 8.12% Preferred
7/73

6/74

4/75 11.72% Preferred
8/75

10/75 10.88% Preferred
3/76 9.00% Preferred
6/76

71/176

12/177 6 1/8% Due 2007 (2)
6/78

(1) Excludes 1% Bond issued to Small Business Administration.

9 1/2% Bonds Due 2008

(2) Pollution Control Bonds.

Number of

Shares

250 000

250 000
250 000
320 000

1 400 000

Cost to
Amount Company
($ 000) (2)
28 000 7.98
25 000 9.39
30 000 8.12
20 000 8.53
25 000 8.37
30 000 7.84
25 000 8.13
30 000 8.38
50 000 10.66
25 000 12.31
45 000 11.08
32 000 11.30
35 000 9.54
60 000 10.00
12 000 8.09
16 420 6.32
45 000 9.67
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March 25, 1980 MET-ED/PENCELEC Exhibit A -~ 22

Witnesses: ], C, Graham
F. D. Hafer

PARSIPPANY, N.J., March 25, 1980. General Public Utilities
Corporation (CPU) and its subsidiarie. filed suit today in
federal district court in New York City against the Babcock &
Wilcox Company (B&W) and its parent corporationm, J. R;y
McDermott & Co. Inc., seeking more than $500 million in
damages resulting from the accident last year at the Three
Mile Island nuclear plant. B&W vas contractually responsible
for supplying the nuclear steam supply system and the written
procedures and training services necessary for operation of
the plant.

GPU is charging B&W with gross negligence, strict liabilicty
for equipment failure, intentional breach of contract and
breach of expiess and implied warranr+eg, GPU is represented
in this action by the law firms of Kaye, Scholer, Fierman,

Hays & Hardler, and Berlack, Israels & Liberman, both of New

York City.

- more =~




CPU Chairman William C. Kuhns stated thac¢ the suit is
based upon extensive investigations conducted by the company
and its attorneys into the causes of the March 28, 1979
accident at Three Mile Island. Based on the investigations,
Mr. Kuhns explained, the company firmly believes that the
preximate cause of the accidgnc vas the failure of B&W to
provide, as it was contractually obligated to, proper proced-
ures an training to the utility's operators in order for them

to respond promptly and correctly.

GPU asserts that the B&W operating procedures and train-
ing for both routine and emergency conditions were incorrect,
incomplete and inappropriate to the system it supplied, misled
the operators in their handling of the plant, and were therefore

a critical and proximate cause of the accident.

GPU also asserts that B&W knew that the same type of acci-
dent had occurred previously on another 3&W supplied system at
the Davis-Besse plant of Toledo Edison. As a result of the
Davis-Besse events, the complaint states that based on B&W's
own internal documents, B&W knew more than one year prior to
the accident at Three Mile Island that it had not supplied
sufficient information to reactor operators, including GPU, in
the area of resporse to a loss of coolant accident of the type

experienced at Davis-Besse and TMI.

« Mmore -



Moreover, the complaint states that B&V knew if events
such as had occurred at Davis-Besse were to take place
in a nuclear plant operating at or near full power, it was

. probable that the nuclear core would cease to be covered by
vater and that serious fuel damage would result. Despite
B&W's knowledge of these facts and the strong recommendation
by B&W engineers that B&W send corrected procedures to GPU and
to all other owners of B&W-supplied nuclear plants, B&W failed i
to send revised procedures to GPU at any time prior to the g
Three Mile Island accident. - i

In emphasizing the significance of B&W's failure to :
communicate the lessons learned from previous accidents to the
operators of nuclear facilities, Chairman Kuhns pointed to
several major findings reached by the President's Commission
on the Accident at Three Mile Island.

‘ "The findings state, in part," quoted Kuhns, "The September
1977 incident at Davis-Besse, another plant with a B&W reactor, !
foreshadowed several aspects of the TMI-2 accident. A serious :
warning by a senior engineer at B&W that more precise instruc-
tions be given to operators 'fell between the cracks.' This ?
warning, issued 13 months before the TMI-2 accident, if g
heeded, would have prevented the accident." %

The President's Commission also found that, "Nine times |
before the TMI accident, PORV's (Pilot-Operated Relief Valves) |

stuck open at B&W plants. B&W did not inform its customers ‘

- more -
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og these failures, nor did it highlight them in its own
training program so that operators would be aware that such a
failure causes a small-break LOCA (Loss of Coolant Accident)."
Kuhns also pointed to the Rogovin independent fact-finding '
study commissioned by the NRC which states in part, "The
Davis-Besse accident was intensively analyzed - by Toledo
Edison, by Babcock & Wilcox, and by the NRC. Each of these
stnudies identified what should have been perceived to be a
significant safety issue. But because no effective system for
evaluating operating experience was in effect, none of the
r-sults of these studies were ever communicated to Metropolitan
Edison or its operators of the TMI-2 plant."
In addition to its claim in excess of $500 million
for damages suffered up to this date, GPU also is seeking to
recover very substantial future damages it anticipates. GPU's
damages include past and anticipated costs for the repair and ‘
rehabilitation of Three Mile Unit 2, the unit at which the
accident occurred, for modification of the adjacent Three Mile
Island Unit 1, which was also supplied by B&W and for the
capital and operating costs associated with GPU's investment
in TMI-2. The company claim includes reimbursement for the
cost of generating and purchasing replacement power during the
period that Three Mile Island Units 1 and 2 are not generating

electricity.
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MET-ED/PENELEC EXHIBIT A-101
Witnesses: J. G. Graham

F. D, Hafer

PENNSYLVANIA ELECTRIC COMPANY
Rates of Return

1969 - 1979

Overall Returns Common Equity Returns
Achieved Al lowed Achieved Allowed

1969 7.12% - 11.42% -
1970 7.11% - 10.66% -
1971 7.79% 8.21% 12.20% 14.20%
1972 7.50% 8.21% 10.47% 14.20%
1973 8.41% 8.97% 12.67% 14.57%
1974 7.36% 8.97% 9.14% 14.57%
1975 8.71% 8.97% 12.63% 14.57%
1976 8.80% 9.53% 11.66% 14.80%
1977 8.40% 9.53% 9.98% 14.80%
1978 8.15% 9.56% 9.18% 13.50%

1979 8.69% 9.55% 10.50% 13.12%



vet-Ld/rFenelec LxXhibi
Witness: R. C. Arnold

METROPOLITAN EDISON COMPANY
Docket I-73040308

Response to Three Mile Island Alert (TMIA) Inter-
rogatory No. 3: "With respect to all training and management
programs described in Mr. Arnold's testimony, provide a
similar breakdown of costs."
Partial response with respect to TMI-2 recovery costs:

Bechtel Power Corporation was retained by Met-Ed
for the purpose of making an assessment of the costs and
schedule of the decontamination and recommissioning of TMI-2.
A copy of the preliminary Bechtel Report dated July 13, 1979

is available for inspection at the Three Mile Island discovery

room.



Met-Ed/Penelec Exhibit D-11
Witness: R. C. Arnold

METROPOLITAN EDISON COMPANY
Docket No. I-738040308

Response to Three Mile Island Alert (TMIA) Inter-
rogatory No. li(a), as modified by Commission Order entered
January 18, 1980: "Has the Company engaged in any considei-
ation of the psychological, health and economic impact of
the accident on the Greater Harrisburg Area?"

Response:

No studies have been done of the psychological and
economic impact of the accident on the Harrisburg area.
While Met-Ed has performed no study on the health impact of
the accident, we have retained the consulting firm of Pickard,
' Lowe and Garrick, Inc., which has performed an analysis of'
the off-site radiation levels. However, this study is not
translated into possible health effects.

Other studies similar to that performed by Pickard,
Lowe and Garrick, Inc. have been conducted and translated
into health effects. The Ad Hoc Population Dose Assessment
Group stucd,; (sponsored jointly by NRC, EPA and HEW), the
President's &ommission study and the Rogovin study have in
each case concluded that there have been no significant

health effects on the residents of the Harrisburg area as a

result of the TMI-2 accident.



Met-Ed/Penelec Exhibit D-12
Witness: R. C. Arnold

Metropolitan Edison Company
Docket No. I-79040308

Response : Nffice of Consumer Advocate No. 27, Set IV:

"Provide a summary of the major activities at TMI-2
to ¢’ .-up and restore the plant. Indicate when the activities
will take place, what tasks are presently being performed,
and which tasks are complete. Provide cost estimates for the
tasks, and relate the costs to the estimates on page 6 of

Met-Ed/Penelec Statement A-1".

Response:

See Met-Ed/Penelec Exhibit D-10 regarding cost
estimates ana activities in the clean-up anc restoration of
TMI-2. The cost estimates and schedules contained in the
Bechtel Report dated July 13, 1979 were reflected in

Met-Ed/Penelec Statement A-l1 page 6.



Met-Ld/Penelec Exhibit E-34
Witness: B. H. Cherry

GPU Service Corporation

|1 " b
ril 1<y n 7~ - 100 Inter 2ace FParaway
e 2 Sl | We’j - bad Parsippany. New Jersey 07054
Lot ) 201 263-6500

TELEX 136-482
Writer 5 Direct Dial Number

March 4, 1980

Dr. John Sawhill, Deputy Secretary
U.5. Department of Energy

1000 Indepencdence Avenue, S.W.
Washington, D.C. 20585

Dear Dr. Sawhill:

GPU Service Corporation, on behalf of the General Public
Utilities Companies (Jersey Central Power & Light Cempany,
Metrcpolitan Edison Company, and Pennsylvania Electric Company),
is developing a systemwide master plan for conservation and
load management programs. This plan has the goal of reducing
the System neak demanc growth by at least 1000 mecawatts by
1990 (about one-half of curre:ntly projected growth) throuch a
coordinatec _.fort among the companiws. their custcmers and
approoriate regulatory avencies.

It is cur belief that this program repr2sents a major
departure from traditional utility planning and provides a
unique opportunity to develop, implement, and test a "blueprint"
for comprehensive conservation and load management reduction
programs. The underlying premise of the plan is that the economic
attractiveness of investments ii. conservation and load management
should be reasured on the same basis as investments in generation.
Where conservation and load management investments are shown to
be economic, the plan proposes GPU investment in such activities
as an "offset" to otherwise needed capacity investments. This
approach allows the economic decisions on conservation and load
management equiprent to be made on the basis of marginal costs,
rather than on an embedded cost basis when such judgments are
made by enercy users. For this reason we believe the proposed
approach embodies features of:

1. Minimizing the cost of service to customers
2. Efficient deployment of capital by the utility

3. Predictability of market penetration by conservation
and lcad management systems

GPU Service Corpcration s a subsiCiary of Generai Public Utimes Corporaton
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4. Quality control for all installations.

The plan relies heavily on proven technological concepts, and
could find wide applicability to many U.S. utility systems.

The analytical tools, methodolcgies, and organizational struc-
tures described oy the plan could provide a valuable prototype
for integraticn within the objectives of the National Energy
Plan. We are in the final stajes of developing the details of
our procram, and plan toc file program documents with rate regu-
latory acencies in New Jersey and Pennsylvania. With favorable
regulatory response, General Public Utilities and its subsidiaries
cre fully committed to carry out this program. Given its poten-
tial applicability to other utility systems, however, the plan
could find significant enhancement were it to encompass both
regional and national pricrities. GPU, therefore, would welcome
an opportunity to work with the Department of Energy to develop
and implement the plan.

This letter will give: a description of the GPU Service
territory, includina projected growth and customer mix; a general
outline of the plan as currently conceived; a schedule for its
phased implementation and verification; and a discussion of
existing GI'U load management activities. This materia’l is pre-
vided to initiate discussions that will clarify areas in which
both GPU ar~ ‘02 might find common irrerest. 1In addition, for
your informaticn, we are enclosing a copy of our 1978 annual
report.

THE NEED FOR CONSERVATICN
AND LOAD MANAGEMENT

General Public Utilities Corporation is an electric utility
holding company that provides electricity to some 4 million people
living in about half the land area of New Jersey and Pennsylvania.
It serves over 1.5 million customers. More than 31 billicn kilo-
watt hours of electricity were distributed in 1979. Of this
total, 34% went to residential customers, 23% to commercial
accounts and 37% to industry.

The GPU System includes three operating companies: Jersey
Central Power & Light Ccmpany and in Pennsylvania, Metropolitan
Edison Ccmpany and Pennsylvania Electric Company. The System has
total assets of $4.6 billion, making it the nation's l4th largest
investor-owned electric utility.

From 1965 through 1973, System energy needs doubled every
9 years, at a rate of 8.2% per year. During 1974-1975, growth
declii.~d and since that period has grown at a rate of 3.63% per
year. This trend, if unchecked, will continue through the early
1980's, with growth tapering off to about 2.5% by 1990.
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In 1930, winter and summer peak demand for the System is
projected to be about 6,000 MW. Prior to the development of our
current conservation and load management program we projected the
1990 System peak growth to be about 8,000 MW (+~3% annual growth
rate). Successful implementation of the current conservation
and load manacement plan will result in reduction of the 1990

peak to about 7,000 MW (. 1.5% znnual growth),

THE MASTER PLAN

The Conservation and Lecad Manacement Master Plan, as
currently ccnceived, is designed to effect the unconstrained
lcad growth in a way which minimizes the cost of service to ocur
customers, minimizes future investments in generation capacity,
conserves enercy, lessens dependence on foreign oil and optimizes
the use of existing generating capacity.

Judcements on the value of specific components will be made
on the basis of marginal cost decisions, rather than embedded
costs of "new capacity." Thus, a large reliance will be placed
on the provision of end use hardware =-- often “hrouch subcon=-
tractors -- to the customer. The Plan pronecses that the capital
required to supplv these items could be treated 1n a manner
analogous to capital commictments 1n new generacion faciliicies
(recoanitior 1., rate base). This basii oremise will pe the =—~=
ject ci review by 2oth llew Jersey and Pennsylvania rate regulatcry
agencies in the next few months. From a societal perspective,
supply of end use items eliminates the need for the customer to
make economic decisions on load shifting equipment, were he re-
quired to supply such items as storage water heaters on his own.
By encompassing the supply of end use items, the Plan proposes a
more realistic treatment of capital by the utility and eliminates
the need to rely on motivational inc- ntives to convince the
customer to make investments in cons«rvation.

The Master Plan has two major seaments; the Residential
Program and the Commercial and Industrial Program. Each is
summarized below.

Residential Program

The proposed Residential Program takes an integrated
approach that focuses on the supply by GPU -- as part of our rate
base -- of end use equipment such as storage water heating or
weatherization requirements, as well as on implementation of time
of day (TOD) rates. In additicn, the proaram includes energy
audit programs, storage space heating, demonstration solar systems,
and direct load controls. Other facets of the program will
receive consideration as development and verification of progress
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continues, however, all will be consistent with the general
residential prcgram theme of shifting peak loads and offsetting
peak capacity requirements to minimize consumer costs. It should
be noted that in contrast to the commercial and industrial
sectors, conservation opportunities (for electricity) in the GPU
System residential sector appgear to be relatively limited. This
judcment is somewhat tentative, and will be reviewed as results
from energy audits become available. The various aspects of

the residencial program are outlined below:

1) Time of Day Rates: Starting in 1981, it will be proposed
that all new construction customers with electric space
heat, electric water heat or both will be required to go
orn the TOD rate. Turnover custcmers with monthly usage
over 1,000 XWh will also be recuired to go on the rate.
Existing customers will not be required to accept 10D
rates, however, they will be actively recruited.

2) Energy Audits: All customers, particularly those who
voluntarily or mandatorily accept TOD rates, will be
provided a comprehensive energy audit.

3) Weatherizaticn: GPU will a) provide on the spot weatheri-
zation or advice at the time of the Energy Audit, and
b) propose that "super” insulation levels be mandatory
for new .ome construction.

4) Storage Water Heaters: The program will propose that
storage water heaters will be provided to all mandatory
TOD rate users and to voluntary TOD users on request.

5) Storage Space Heating: The program will also propose that
thermal storage space heaters (technology choice to be
developed) will be supplied to all mandatory TOD rate
users and will be offered to existing customers who
voluntarily accept TOD rates.

6) Demonstration Proarams: Demonstration programs will be
conducted in the areas of solar technology, remote control
of storage water heaters, remote control of air condi-
tioners, master metered building conversion, and general
water heat pumps.

Commercial and Industrial Program

The Commercial and Industrial Proagram is balanced between
load shifting and conservation opportunities. Because detailed
end use information is currently not sufficient to determine
specifics of programs suitable for widescale deployment, the
Commercial and Industrial programs begin with a number of
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demonstration activities aimed at identification and verificaticn
of opportunities. These demonstration efforts will provide the
basis for implementation of widescale programs. GPU will evaluate
conservaticn and load management opportunities using the capacity
offset approach described in the residential programs. It is
expected that the benefits of this "implicit margcinal cost"
approach to system planning will yield substantial benefits in

the Commercial and Industrial sectors. Among the currently
attractive candidate programs are:

. Heating/Cooling Storage

. Direct Load Ccntrols

. Improved Building Design
. Energy Efficient Lighting
. Energy Efficient Motors

. Energy Management Systems

As in the residential programes, the Commercial and
Industrial efforts will rely heavily on the implementaticn of
TOD rates. . is rate apprcach will Li» nuttressed by subcontrac-
tors and a team of highly competent engineers, knowledgeable in
buildina design, HVAC system design and cveration, and industrial
processes. This group will provicde the expertise for identify-
ing opportunities in the Commercial and Industrial sectors.

The proposed Commercial and Industrial Program includes
the following components:

1) Time of Day Rates: TOD rates will be implemented on a
mandatory, but phased basis, starting in 1981. Custcmers
with greater than 3 MW usage will be required to accept
TOD rates first, followed by smaller customers with over
500 KW levels.

2) Customer Energy/Load !Management Program: This program
envisions a comprehensive audit/information program
whereby formal assistance will be civen to individual
customers and seminars established for groups of cus-
tomers with similar needs.

3) Demonstration Programs: GPU has identified several
opportunities for the demonstration of demand reduction
programs. These include vear-round storage system use
(space heating, water heatinc and space coolina), special
off-peak storage rates for storage system customers; and
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the retrofit of heat recovery systems in electrically
heated commercial buildings.

4) Curtailable Rates: GPU will propose a new curtailable
rate structure with a variety of custcmer options to
enhance flexibility.

5) Coceneration: GPU is actively pursuiig a variety of
cogeneration opportunities for both ¢ »mmercial and govern=-
ment (DOD) customers. As part of the plan, GPU will
develcp a series of modular cogeneration svstems, pro-
viding desigan, economic analysis and technical consulta-
tion =-- again offering to install systems as a part of
GPU's rate base.

Tables 1 through 3 summarize the procjected load reduction
for all of the components in both sectors.

GPU EXPERIENCE

GPU establis.ied a lcad management policy in 1975 and has
instituted a broad range of individual projects at the demonstra-
tion level. The GPU Ccmpanies have promoted TCD rates from a~
early as 1972; instituted energy auditc in 1978; tested cff-L. .2
metering of water heaters; demonstrated more than thirty off-peak
storage systems; tested cooling storage installations; instituted
Energy Management Committee programs with all of our large
commercial and industrial custcmers; and have accomplished load
shifts and savings of greater than 600 MW in the period.

MILESTONES/PHASES

Figure 1 indicates the phased approach anticipated by the
Plan. 1In each phase, the processes of analysis, demonstration,
implementation and verification are employed in varying degrees
in each program.

Phase I anticipates significant work in the centinuing
cost/kenefit analyses of each procram. Methodologies and orcani-
zational structures will be evaluated and developed to implement
properly the proacram. Analytical tools will be prepared to pro-
vide a rapid means of review and verification of each project.
The phase also anticipates the initiaticn of several demonstra-
tion programs and a few actual implementation programs in the
residencial secter and a few demonstration programs initiated
for the Ccmmercial and Industrial sector.

Phases II and III, enccmpassing the four year perin?
starting mid-year 1981, anticipates the deployment of most of
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the plan, with first priority (in terms of scheduling) given to
residential activities. The verification and feedback aspects
of the Plan would then come into play, resulting in the medifi-
cation of existing programs and the identification and implemen-
tation of new initiatives.

These efforts are overlail by interactions associated with
anstitutional constraints (PUC, FERC, SEC, State Energy Programs,
etc.) and with orcanizational mcéifications and enhancements.

As such, these constraints are important for resolution in each
block of the matrix.

ST"MMARY

The GPU Energy Conservation and Load Manacement Master Plan
has been described. The broader implications of the blueprint
that will result has the potential for national value. It is
our belief that this program is the first comprehensive effort
by a U.S. utility to apply a consistent approach to end use
programs and capacity decisions. Further, it is a picneering
program in recommending a consistent regulatory treatment for
end use technology as welil as generation capaczity. DOE parti-
cipation in the program will provide DOE an oppeortunity to help
in the cdevelorment and implementatiocn ~f these 2fforts, to
assess the usc.iulness of the "capaci:v- offset" strategy and tc
measure the viability of a number of individual pregramatic
elements. This opportunity for participaticn is provided in
conjunction with a utility organization experienced in the con-
servation and load management ethic and firmly committed to
success in our current efforts. We believe that success in our
efforts will have a significant impact on energy use in the GPU
'service area and should have wide applicability to other utility
systems.

As indicated earlier, GPU will be reviewing the various
aspects of the program with both New Jersey and Pennsylvania rate
regulatory agencies in the coming months. Positive regulatory
reaction to the "capacity offset" concepc and treatment of end
use investments in rate base is clearly required for the program
to go forward in its present form. An important contribution
that DOE could make to assure the success of these efforts, could
be to take part in these rate regulatory proceedings.

In addition to participation in regulatory forums, a DOE
contrioution to program cost is solicited. We currently envision
that Phase I of our program will cost ~$1 million. GPU seeks
DOE support of :-$500,000 or approximately half of the costs of
the planning phase of the program to support such actions as:

- Evaluation of various technolcgies as to their
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economic impact .n the custcmer;

- Development of a data base as to how individuals
use electricity:;

- Development of analytical tcols used to evaluate
the impact of the various technolocies emploved; and

- Develogment of the priorities of the program.

These activities will be accomplished by GPU personnel, augmented
by subccontracts with recccnized experts in various “ields.

Additionally, GPU desires ccntinued discussions with DOE
to develop areas of common interest throughout the entire progran.
GPU, of course, is committed to this Plan without federal support.

Your review and advice would be aprreciated.

Very truly yours,

N4

|- '
Eil H. Cherry, Vice President

Cor.orate Planning ¢

BHC:s0
Attachments



TABLE 1

MASTER PLAN SUMMARY

GPU LOAD REDUCTIONS
(Megawatts)

WINTER PEAKL SUMMER PEAK?Z

Residential3 Card Residentiald Calb
Year Proaram Proagram Total Proaram Program Total
1980 - 43.1 43.1 - 39.1 39.1
1981 11.5 65.8 77.3 12.3 60.0 72.3
1982 48.8 75.2 124.0 42.0 62.8 104.8
1983 61.5 92.2 153.7 44.7 66.6 3323
1984 74.5 97.7 172.2 51.5 68.6 120.1
1985 106.7 106.9 213.6 58.7 75.6 134.3
1966 105.3 104.4 209.7 59.6 75.0 134.56
1987 104.9 103.4 208.3 60.3 76.2 136.53
1988 104.7 103.1 207.8 61.2 75.8 137.0
1989 103.6 102.5 206.1 60.6 75.5 136.1
1990 103.6 103.5 207.1 61.5 75.7 137.2
1980-90 825.1 997.8 1822.9 512.4 750.9 1,263.3

l. January of year shown.
2. August of year shown,
3. See Table 3.

4. See Table 3
5. Sea Taole
6. See Table

-
-

lo 20 SN
-

Source: GPU calculations.



1989
1990

1981

U de N

Sour

-90

January of

sSee
See
Cee
See

ce:

TOD<
Rate

37.4

Takcle
Tapble
Taovle
Table

RESIDENTIAL PRCOGRAM SUMIARY

GFU WINTER LOAD REDUCTIC

Storage-
Water Heat

(Megawatts)

Storage4

New Home3

TABLE 2

Resicdential

3.8
13.0
14.3
20.0
26.1

26.1

vear shown.

18.
23.
28,
30.

CPU calculations.

Space Heat Insulation Total
3.6 - 11.5

18.5 13.1 48.8
30.3 12.8 61.5
37.8 12.7 74.5
64.3 12.3 106.7
64.3 11.0 105.3
64.3 10.% 104, 4
64.3 10.4 104.7
64.3 10.4 103.6
64.3 10.3 103.6
476.1 103.6 825.1



TABLE 3

RESIDENTIAL PROGRAM SUINMARY

GPU SUMMER LOAD REDUCTION
(Megawatts)

TOD? Storages New Home4 AC EERS Residential
yearl Rate Water Heat Insulation Improvement Total
1981 5.3 3.8 20.1 3.2 12.3
1982 5.3 13.0 20.5 3.6 42.0
1983 5.3 14.3 20.5 4.6 44.7
1984 5.2 20.0 20.8 5.5 51.5
1985 5.2 26.1 21.0 6.4 38.7
1986 5.1 26.1 21.1 7.3 59.6
1987 5.1 26.1 21.0 8.1 60.5
1988 5.0 26.1 21.2 8.9 61.2
1989 3.6 6.1 21.3 9.6 6C.6
1990 3.6 26.1 21.4 10.4 _61.5
1981-90 48.7 207.7 188.4 67.6 512.4

august of year shown.
See Taonle 13.
Sce Tapie 23.
See Table 33.
See Table 24.

(VI R S
- . -

Source: GPU calculations.
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State

Ala.
Ala.
Ala.
Ala.
Ariz.
Ark.
Cal.
Cal.
Conn.
Fla.

L L L L L
OO 0O < <

Ohio
Ohio
Ohio
Okla.
Ore.

MULTI-UNIT NUCLEAR GENERATING STATION SITES IN UNITED STATES

Met-Ed/Penelec Exhibit E-39

Witness:
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IN EXCESS OF 1600 MW

Owner

Ala. Pwr. Co.

Ala. Pwr. Co.

TVA

TVA

Ariz., Pub. Ser. (w/others)
Ark. Puwr. & Lt.

Pac. Gas & Elec.

So. Cal. Edison (w/others)
Conn. Lt. & Pwr.

Fla. Pwur. Corp.

Fla. Pwr. & Lt.

Fla. Pur. & Lt.

Ga.Pwr. Co. (w/others)
Ga. Pwr, Co. (w/others)
Comm. Edison

Comm. Edison

Commw. Edison (w/cthers)
Comm. Zdison

Comm. Edison

Comm. Edison (w/others)
Comm. Edison

I111. Pwr. Co.

Pub. Ser. ot Ind.

Gulf States

La. Pwr. & Lt.

BG&E Co.

Boston Ediscn

Detroit Edison

Ind. & Mich. Pwr.

Miss. Pwr. & Lt. Co.
TVA

Union Electric
Pub.Ser.of H.H. (w/others)
PSE&G Co.

PSE&G Co. (w/others)
JCPSL Co.

Con Ed/PASNY

L«1iks Co.

Niagara Mohawk

Carol. Pwr. & Lt.

Carol. Pwr. & Lt.

Duke Power

Dule Power

Cleve. Electric (w/others)
Ohio Edison (w/others)
Toledo Edison (w/others)
Pub. Ser. of Okla.

Port. Gen. Elec (w/others)

Site

Barton

Farley
Bellefonti=
Browns Ferry
Palo Verde
Arkansas Nuclear
Diasblo Canyon
San Onofre
Millstone
Crystal River
St. Lucie
Turkey Point
Edwin I. Hatch
Vogtle
Braidwood
Byron

Carroll County
Dresden
LaSalle

Quad Cities
Zion

Clinton
Marble Eill
River Bend
Waterford
Calvert Cliffs
Pilgrim
Greenwood
Donald C. Cook
Grand Gulf
Yellow Creek

-Callaway

Seabrook

Hope Creek

Salem

Forked River/
Oyster Creek

Indian Point

Jamesport

Nine Mile Point

Brunswick

Shearon Harris

McGuire

Perkins

Perry

Erie

Davis-Besse

Black Fox

Pebble Springs

No. of
Units

1%, 2%
1, 2%

1%, 2%
1, 2, 3

l*' 2*’ 3ﬁ’ At’ 5%

1, 2%

1%, 2%

1, 2%, 3»
1, 2%, 3»
1, 2, 3, 4%, 5*
1, 2*

1. 2, 3, 4
1, 2%

1%, 2%

1%, 2%

1%, 2%

1%, 2%

1, 2, 3
1%, 2%

1, 2

1, 2

1%, 2%

1%, 2%

1%, 2%

1, 2, 3*
1, 2

1, 2%

1%, 2% 3%
1, 2

1%, 2%

1*, 2%

1%, 2%

1%, 2%

1%, 2%

1, 2%

1*/1

£ 3

1%, 2%

1, 2%, 3%
1%, 2% 3% 4%
1%, 2%

1%, 2% 3%
1%, 2%

1%, 2%

1 &%, I
1% 2%

1%, 2%

B. H. Cherry

Aggregate
Nameplate

Rating, MW

2416
1776
2664
3456
6665
1845
2295
2812
2728
3135
1700
2339
1700
2784
2300
2300
2300
1865
2294
1656
2196
1900
2260
2072
2066
829
1858
3497
2285
2604
2750
2384
2300
2134
2327

1801
2086
2382
3108
1733
3804
2440
4023
2410
2560
2812
2300
2555
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Aggregate .
No. of Nameplate

State Owner Site Cnits Rating
Pa. Duquesne Lt. (w/others) Beaver Vallev 1, 2% 1846
Pa. Met-Ed (w/others) Three Mile Island 1, 2 1832
Pa. Penna. Power & Lt. Susquehanna 1%, 2% 2304
Pa. Phila. Elect. (w/others) Peach Bottom 24 3 2304
Pa. Phila. Elect. Limerick 1%, 2* 2153
R.I. N.Eng. Elec. Nerco ik, 2% 2300
§.C. Duke Power Catawba 1n, 2% 2410
R8s Duke Power Cherokee 1%, 2%, 3% 4023
5.C. Duke Power Oconee 1o 34 3 2802
Tn. TVA Hartsville 1%, 2%, 3%, 4% 5148
Tn. TVA Phipps Bend 1%, 2% 2574
Tn. TVA Sequovah 1#, 2# 2442
Tn. TVA Watts Bar Ay By Cs D, I, 2N 2780
Tex. Houston Lt. & Pwr. Allen Creek 1%, 2% - 00
Tex. Houston Lt. & Pwr./

Owners Group South Texas 1%, 2% 2800
Tex. Tex. Pwr. & Lt. (w/others) Comanche Peak 1%, 2% 2365
Va. Va. Elect. Pwr. Co. North Anna 1, 2%, 3% 4% 3692
Va. Va. Elect. Pwr. Co. Surry L & 1735
Wash. WPPSS Hanford 1. 24 3, #* 4460
Wash. WPPSS Satsop 1%, 2% 2480
Wash. Puget Sound (w/others) Skagit 1%, 2* 2660 '
*Units marked with asterisks are presently planned or under construction.

Also, some sites contain both nuclear and fossil capacity.

Source: U. S. Department of Energy Ianventory of Power Plants in the

United States - April, 1979, Energy Information Administration,
DOE/EIA - 0095, U. S. Government Printing Office, Washington, D. C.
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Metropolitan Edison Company
Docket No. I[-79040308

Response to Commission request for a proposal to convert

TMI-l to a coal-fired un.t at N.T. 2775 and 2776.

COMMISSION REQUEST

We invite respondents to promptly present to
the Commission a proposal, in the context of this
Commission's jurisdiction to set rates, for con=-
verting TMI-l to a coal-fired unit based upon rea-
sonable assurance of the recovery of the cost of
conversion per rates.

The proposal should address, one, the actions
and approvals required to convert TMI-l; two, the
time and cost required to convert TMI-l; and,
three, the nature of the regulatory assurance
required to commit respondents to a conversion of
T™I-1l.
You will consider to what extent the TMI unit
2 study can be utilized for the purpose of answering
questions of the conversion of TMI-l unit to coal.
RESPONSE
GPU does not regard ﬁanda:ed conversion of TMI-1 to
coal-fired operation to be an appropriate .ction. Such a
conversion would require a capital expenditure of more
than $1.46 billion, and the ccnverted plant could probably
not be placed in service bvefore December 1986, The addi-
tional cost of replacement energy for lost TMI-) generation

between January 1, 1981 and December 1, 1986 would pe on

the order of $l.7 billion. For the first 10 years of
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converted plant operation, the levelized ¢/KWH cost for
the converted plant would be almost double that for energy
from the TMI-l nuclear unit plus a capacity - equalizing
portion of a non-TMI sited coal-fired plant. We see no
reason why TMI-l cannot and should not be returned to
service as a nuclear unit as expeditiously as possible.
T™I-1l was not damaged in the March 28, 1979 accident at
T™I-2. Six.sistor plants to the TMI units have been, and
continue to be, allowed to operate. GPU is confident that
1t can meet all regulatory requirements concerning the
return to service and continued safe cperation of TMI-l.
As demonstrated in my prior testimony, TMI-l compiled an
admirable operating record prior to the TMI-2 accident, and
GPU is confident that a fine record can be maintained upon
lts return to service. Operation of TMI-l as a nuclear unit
for the balance of its intended life will provide enormous
economic benefit to our customers relative to any possible
substitute generation. We see no reascn to deprive our
customers of this benefit. GPU has also pledged to 4o its
utmost to ensure that the TMI plant is a "good neighbor”
during future cperation.

The following information is presented in specific

response to the guestions posed by the Commission.

+ »
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A. Applicability of the TMI-2 Conversicn Study

With respect to the issue "consider to what axtent
the TMI Unit 2 study can be utilized for the purpose of
answering questions of the conversion of TMI-l unit to coal,”
the TMI-2 Coal Conversion Study is sufficiently applicable
to TMI-l to allow making a preliminary cost assessmert of
the latter's conversion to coal. As nuclear units, TMI-l,
at a licensed thermal power level of 2535 MW, has a 9% lower
rating than TMI-2 at 2772 MW. TMI-l is slightly less
efficient than TMI-2. This results in a jraximum dependable
electrical capacity of 776 MW, which is 12% less than
that of TMI-2 at 880 MW. According to Gilbert Associates'
analysis, TMI Unit 1 and Unit 2 have the same main steam
flow and feedwater temper-.ture. The eguipment size and location
for the coal conversion of either unit (but not bdoth units) would
be the same. The net output of Unit 1 after conversion to coal
would be 1263 MW vs. 1352 MW for Unit 2. The existing Unit 1
turbine cycle has a higher turbine heat rate than that of Unit 2.

The cost analysis presented here assumed that Unit 2
would be retired in place and that the area north of Unit 1
is not a suitable location for the new boilers and topping
turbines. The latter judgement is based primarily on
physical space consideratiors. The plant layout would be
essentially the same as .2 the Unit 2 study, using longer

steam and feedwater lines extending to Unit 1. Gilbert



Met-Ed/Penelec Exhibit E-136
Witness: B, H. Cherry
Page 4 of

Associates also assumed that the overall schedule and cost:
factoi. would be the same as those used in the Unit 2 study.
The best coal conversion concept, as determined in the Phase

I study, is a combination of commercially available high
pressure bituminous coal-fired boilers with topping turbines.
Two sets of boilers and topping turbines will be required

to supply the full load steam flow to the existing TMI-l
turbine. The topping turbine initial steam conditions of

3500 psig, 1000 F, were selected to provide the required

inlet steam conditions to the existing TMI-l1l turbine without
the use of desuperheating sprays at the topping turbine
exhaust.

The TMI-l turbine plant, cooling towers, and switchyard will

ce converted to the new steam supply without any major changes
to the existing equipment. The main steam and feedwater piping
will be reconnected to the fossil steam supely, and the existing
cooling towers will be used to provide cooling water to the new
equipment, eliminating the need for any changes to the river
water intake system. Any controls or instruments now in the
TMI-l control room that are required for the operation of the
TMI-1l turbine with the new steam supply will be duplicated in
the new ~ontrecl room. The power output of the topping turbines
will be connected to the existing 500 kV line from TMI-l to the
switchyard. Auxiliary power to the new equipment will ze

oObtained from the 230 kV switchyard.
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The new boilers and topping turbines will be located to the
south of the TMI-2 cooling towers. The SO2 removal system and
coal handling equipment will be located to the south of the new
boilers.

The boilers will have a balanced draft design with motor-
driven fans and electrostatic dust collectors. The SO2 removal
system will be a wet lime or limestone system, with residue condi=-
tioning for offsite dry storage. The topping turbines will have
nydrogen cooled generators with 500 kV unit step-up transformers.
Three half-sized turbine-driven bciler feed pumps will be pro-
vided in the new turoine room.

The equipment is designed for base load operation.

B. Reguired Actions and Approvals

With respect to the Commission's first gquestion, "the
actions and approvals required to convert TMT=1" are the
same as those described in the TMI-2 Coal Conversicon Studv.
Permits or applications required for construction of *wo
coal-fired boilers and asscicated egquipment and service
facilities will include the following:
& Preparation of an Environmental Report for submission
to the lead federal agency (to be determined).
b. Prevention of Significant Deterioration of Air Quality
application to U.S. Environmental Protection Agency (EPA).
Ce An Air Quality Plan Approval by the Pennsylvania Department
of Environmental Resourses (DER).

d. National Pollutant Discharge Elimination System ( .POES)

Permits for ligquid discharges during construction and
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Operation covering main plant areas, coal pile areas, the
solid waste disposal area, and the sewage plant (DER).

A Spill Prevention Control and Countermeasures (SPCC) Plan
(DER) .

A Scils Erosion and Sedimentation Plan for the main plant
and the solid waste area (DER).

A U.S. Corps of Engineers Work in Waterways Permit will
ce required for a new bridge for railroad coal and lime=-
stone deliveries, and for passenger cars and tiuck traffic.
A Section 401, Clean Water Act of 197" <certification of
water quality by the Commonwealth of Pennsylvania will

Se required before the Corps issues this permit. A
Pennsylvania DER Encroachment Permit will also be
required for this bridge.

A Pennsylvania DER Dww Certification will be required

for the solid waste area.

A Federal Aviation Agency approval or permit for a tall
chimney.

A Pennsylvania DER solid waste permit.

A fuel use permit for natural gas (if it were to be used)
from the Federal Energy Regulatory Comm: ssion.

Building plans approval for fire protection and personnel
safety by the Pennsylvania Department of Labor and
Industry.

Pennsylvania Department of Transportation (PennDOT) per=-

mits for public highway interfaces b entrances, exits,
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overpasses or underpasses for access to the island over
the new bridge, or for the new dedicated solid waste
haul road.

N Conrail track crossing and switch agreements.

Q. Pennsylvania State Fire Marshall liguid fuel storage
permits.

e. Local township building or construction permits.

gq. If natural gas is to be used as fuel, a PennDOT road
crossing permit and a Conrail track crossing agreement
may also be required. The Pipeline will be brought to
TMI on either the new bridge or the existing (north)
dridge.

r. The York Haven Power Corp. license from the FERC will
have to be amended to provide for the release of land
on the south end of the island which is now reserved for

recreational development.

A total of 40 or more permits will probably be reguired
cefore the project is completed. Some of the permits or
approvals are relatively routine. However, those required
for air quality, solid waste dispesal, and the chimney are
critical and will have to be obtained before construction
can proceed.

Conversion of TMI-1l to coal or gas firing will require
review and possible amendment of three existing licenses,
One of these licenses is for the York Haven aydrc station

and the other two are for the TMI-l and TMI-2 nuclear stations.
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The York Haven nydro staticon license is under the control
Of the Federal Energy Regqulatory Commission (FERC). Under
this license the York Haven Power Company committed the
southern portion of Three Mile Island to development as a
multi-use recreation area. Most if not all of this area
will be required to build the coal conversion station and the
necessary support facilities, and therefore it will be neces-
sary to amend this license to obtain a release from this
commitment. This license amendment is not expected to pose a
serious impediment to conversion.

Special consideration would nave to be given to present
and future Nuclear Regulatory Commission requirements regarding
the operation of a coal-fired plant adjacent to the presumably
decommissioned TMI-l and TMI-2 reactors.

GPUSC has contacted the Federal Aviation Administration
(FAA) local office in Harrisburg, PA regarding the maximum
height stack that could be erected for the coal conversion
facility. The location of the stack as presently laid out is
in the aircraft approach zone for Harrisburg International
Airport. As pointed out in Section 8.0 of the TMI-2 conver-
sion report, the cooling tower height of 360 £t is inadequate
for a stack, both from the standpoint of meeting the Preven=-
tion of Significant Deterioration (PSD) Increments for sulfur
dioxide and particulates and from the standpoint of downwash
in the plant area. Based on preliminary studies, it appears

that a stack height in the 500 to 700 foot range will be
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“equired to meet PSD increments. The FAA has informed GPUSC
that a stack higher than 360 £t might be approved, but it
would be necessary to file a formal application giving the
coordinates of the stack and the stack height desired.
Approval of a stack higher than 360 £t will probably be con-
tingent upon providing special lighting and possibly other
aizcraft aids.

The conversion of TMI-l from a nuclear generating station
to a coal fired generating station will cause substantial
changes in the environmental impact of the station. Impacts
requiring study are identified below. The major impacts re=-
sulting from the conversion to coal firing are expected to be
centered around two key areas. These are (a) increased
project land requirements and changes in existing land use,
and (b) coal £ired combustion by-product and fugitive air-
oorne emissions.

Converting TMI-l to a coal fired facility will require
the construction of boilers, precipitators, SO2 removal system,
ash ponds, reagent handling systems, short term 302 residual
storage areas, industrial waste treatment facilities, coa;
handling equipment areas, a 30 day long term coal pile area, a
small active coal pile area, coal pile runoff treatment facil-
ities, railroad trackage and a bridge. A laydown area for
construction will also be needed. The total area of TMI is about
470 acres, of which about 200 acres are presently used by TMI-l
and TMI-2. It is expected that the remaining 270 acres will be

utilized by the conversion project during its construction phase.
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Converting TMI-l to coal will necessitate the acgquisition
and development of a solid waste site to raceive the expected
lifetime output of the SO2 removal system. A solid waste site
survey identified several sites within 20 miles of TMI that
appear acceptable, including one site that is less than three
miles from TMI, and which meets project volumetric requirements.
This site encompasses 550 acres and will reguire partial re-
zoning from residential/conservation.

The operation phase of the project will entail airborne
emissions of by-products formed from the combustion of coal as
well as airborne emissions released from the coal handling
system and storage areas.

While EPA lNew Source Performance Standards (NSPS) can be
met, it is presently unknown what stack height the FAA will ul-
timately approve due to the prximity of Harrvisburg International
Airport. Demonstrating that primary and/or secondary air quality
standards will be met will depend on allowable stack height, dis-
charge concentration of pollutants (i.e., effectiveness of flue
gas creatment), stack gas exit temperature, background ground
level concentration of pollutants and the refinement of the air
dispersion medel ultimately selected.

Environmental impacts that will have + be evaluated for
the conversion project include:

a. Possible increase in sulfur dioxides, particulates, and

nitrogen oxides over the existing background.
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Possible increase in particulates over background in
the adjoining Harrisburg air basin which has been de-

clared non-attainment for particulates,

Potential socio-economic impact of taking active farm-
land and potential farmland for a solid waste disposal

area.

Potential ground water contamination in the solid waste

disposal area.

Nature of flora and fauna in the solid waste disposal

area (i.e., presence of endangered species, etc.)

Potential noise impact from both the plant and the

solid waste haul equipment.

Possible impact of chimney height on Harrisburg airport

traffic pattern.

Impact of constructing and operating the coal facility

on the flora and fauna in the plant area.

Potential impact of a new railroad, car, and truck

bridge ¢n existing traific patterns.

Potential impact of coal and limestone trains into and

ocut of plant site.

Possible impact of fugitive dust from coal piles and

limestcne storage.
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l. Increased river water consumption, if any.
m. Industrial waste discharge quality and quantity.
n. Sewage treatment plant discharge.

C. Time and Cost of Conversion

With respect to the Commission's second request, "the
time and cost required to convert TMI-1l," the schedule from the
T™I-2 Coal Conversion Study is directly applicable and the
estimated costs are only slightly greater. A milestone sched-
ule showing the engineering-construction time estimates for the
coal conversion of TMI-2, as prepared by Gilbert Associates
appears in Appendix I. The schedule for the TMI-2 coal-firing
ogtion, from boiler purchase to commercial operaticn, is
estimated at 39 months. To this must be added an eighteen
month lead time for licensing of the site, poreparation of
specifications, and procurement activities before boiler
purchase. During this time there is minimal site activity.
NRC approval would not be required for this off-site activity.
The commercial operation date is shown as November 30,
13986 based on a project start date of July 1, 1980.
The following assumptions are implicit in the schedule:
l. the site is available for construction activities as
of the dates shown on the schedules with no access
restrictions, limitations on construction permits, or

demoliticn of existing structures,
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2. Adequate labor force to support parallel construction
of both boilers and other major critical items,
3. Normal productivity, and

4. Five eight-hour days, forty hours per week.

The T™MI-2 Coal Conversion Study prepared by Gilbert
Associates concludes that the capital cost, including allowance
for funds used during construction (AFDC) for a December 1986
commercial operation date with coal f£iring, would be $1.365
billion. Gilbert Associates estimates that the cost of convert-
ing TMI Unit 1 would be higher by $39 million. Of this $39
million, about $17 million is hardware costs, mostly for
additional main steam, feedwater, and circulating water piping.
Appendix II shows general arrangment layout of the TMI Unit
2 coal conversion plot plan This arrangement is referred to
as a "strung out" arrangement. Generally, it is desirable to
locate as close together as possible the boilers, turbines,
generators, condensers, and cooling towers. In this instance,
because of the presence of existing equipment, the topping
turbines and boilers are connected to the existing TMI=-2
turbine by a l1400-foot, high-temperature, high-pressure steam
line. There is probably no pipeline of that length for that
type of service in the world. Nevertheless, Gilbert Associates
and GPU believe it is technologically possible to coastruct

such a pipeline, although its operational and reliability
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implications nhave not been fully explored. The conversion to
coal of TMI-l would require an even longer pipeline because of
the arrangement of the existing station.

The cost, then, for the conversion of TMI-1 to coal
is expected to total $1.404 billion or $1112 per KW, plus
an additional $1l1 million for initial development of a solid
waste disposal site. These capital cost estimates do not
include on the order of $50 million for decommissioning the
TMI-1 reactor. The total new investment to convert TMI-1l to
coal is in excess of $1.46 billion.

The cash flow for the expenditure of the 51.46 billion

would be something like the following:

Expendi ture

Year (Millions of Dollars)
1980 5
1981 39
1982 130
1983 246
1984 397
198S 373
1986 273

Total 1465
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These figures do not include the existing investment
in TMI-1l of over $400 million. Approximately one third of
this existing investment, consisting primarily of the genera-~
tor, turbine, condenser, the associated equipment and build-
ings, and the cooling towers would be useful in the converted
plant.

There are a number of problems and risks in converting
TMI-1 to a coal plant. These problems and risks have been
identified by Gilbert Associates in the TMI-2 Coal Conversion
Study. They are equally applicable to the conversion of TMI-1l
to coal. The Gilbert Associates discussion on this subject
as applied to TMI-1l follows.

The Phase II study program has not identified any major
engineering or design feasibility risks, although there are a
number of unigue features to this conversion project and the
engineering and design work completed in this study is very
preliminary. The topping turbine generators are adapted from
standard Westinghouse designs and the high pressure boilers
utilize proven designs for Pennsylvania bituminous ccal. The
long topping turbine exhaust piping can be installed using
proven procedures for steam distribution piping. The other
components of the plant will be conventional power plant egquip-
ment. The controls and electrical designs are unusual but
utilize standard power plant design procedures and equipment.

The unknowns involved with operating and maintaining an SC2
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remcval system would be the same as for any coal burning .
installaticn.

The major areas of concern and risk are licenses and
permits. Anticipated requirements are discussed in Section
10.0, of the conversion repcrt and summarized above, and
the key items affecting licensing feasibility are summarized
in Section 2.2 of the report. It is not certain that all
licenses and permits can be obtained. Even if all regqulatory
requirements can ultimately be met, there are unguantified
risks of schedule delays and cost increases due to either
schedule delays or increased direct costs of meeting regulatory
requirements. The cost of compliance with the air pollution
requirements, including cbtaining offsetting particulate
emissions, can be very high. The solid waste disposal permit .
for the SO2 residue dispcsal site can also become a problem.

The control problems involved with operating three separate
turbine generators as a single unit have not been completely
analyzed. The initial Westinghouse studies indicated a pos-
sible problem area involving the electrical characteristics of
the three transformers. Additional system stability studies may
ce needed to analyze the transmission problems of a roughly 1300 MW
£ull load trip. The control system that would permit operating
the low pressure turbine at half load with one topping turbine

and one boiler in service will have to be developed. A system

that would permit removing ocne of the topping turbines from

service, while maintaining the second topping turbine and low
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pressure turbine on the line, may not be feasible as the
systems are now conceived. Any single boiler or turbine trip
will trip all three turbines. Operation as a single unit is
well within current turbine-generator control technology.

The restrictions on the stack discharge elevation imposed
Sy the approach pattern of the airport may cause some problems
in complying with federal air quality regulations. Additional
studies will be required to develop the stack discharge design
Parameters that are needed to comply with all the regulations
involving ground level concentrations. A stack height in the
500 to 700 foot range is anticipated, compared to the current
360 foot height limit approved by the FAA for the ceoling
towers.

The initial studies have identified several locations
near Three Mile Island that appear suitable for further con-
sideration as SO; residue and ash disposal sites. The guali-
fication of a disposal site will require a detailed field exam=-
ination, including subsurface sampling. The environmental
impact report for the selected site will also require additional
study. It may be difficult and/or very time consuming to
qualify the disposal site and obtain the necessary permits. The
public transport route from the plant to the disposal site can

also be a problem area. A private haul rcad may be a good

solution, using off-road sized trucks, if the site is close

enough to TMI.
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The installation of the ccal-fired boilers will increase the
industrial waste loading and require new treatmen: facilities.
A new discharge permit will be required to cover coal pile
drainage, boiler and air heater washing, and general boiler and
turbine plant drainage. The existing outfall can be used, elim=-
inating waterfront work.

Field test work will be required to determine the effect
on the overall cooling tower performance of the additional
cooling water £low. The cooling tower should have sufficient
@xcess capacity to handle the added flow, with a small reducticn
in flow to the main condensers. This design will eliminate any
WwOrk at the river intake, and not materially increase the water
use of the plant from current design values.

Additional work will be required on the steam piping lay-
Suts at the exhaust steam connections o the existing main steam
2iping. Studies will be required to prevent excessive nozzle

lcading and steam hammer problems in the new and existing piping.

D. Revenue Requirements

In addition to the prcoblems and risks noted above, con=-
verting TMI-l to a coal plant would impose considerably increased

revenue requirements on our customers.

These have been estimated from preliminary results of a
study of TMI-2 disposition options now in progress. This study

is described celow. The increased revenue requirements for
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converting TMI-l to coal (as estimated £rom the TMI-2 study)
include on the order of $1.7 billion or 6.4 £Z/XwWH, for
replacement energy for TMI-l being out of service from 1/1/8l to
12/1/86.

Four options for the disposition TMI-2 are being studied:

1. Return TMI-2 to service as a nuclear unit.

2. Convert TMI-2 to a fossil-fired unit using Pennsylvania

bituminous coal; and

3. Convert TMI-2 to a fossil-fired unit using natural gas

for five years, then Pennsylvania bituminous coal;
and

4., Not return TMI-2 to service, and develop alternate

coal capacity at other sites.

The cobjective of this study was to evaluate the above options
in terms of customer revenue requirements.

The revenues required for each of the options for the first
ten years of operation, on a levelized basis (1987 through
13996), are:

The revenues required for each of the option for the first

ten years of operation, on a levelized basis (1987 through 1996),

Estimated Cost

Option Description (Levelized Z/KWH)
1 T™I-2 + part of a coal unit 5.6
2 ™I-2 coal 11.5
3 ; TMI-2 gas/coal 10.3

4 Coal units at other sites 11.8
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The comparison was made on the basis of approximately
equal installations of capacity; hence Option #l is a combina-
tion of TMI-2 nuclear plus other coal capacity. The cost
includes fuel, Q&M, operating income, depreciation, capital
»dditions, and taxes.

The analysis assumed that the required capital would Dbe
available for each of the above options.

As can be clearly seen, economics greatly favor return of
TMI-1l to service as a nuclear unit. NoO constraints on capital
availability due to company financial conditions were assumed.
For this capital to be available in 198l-1986, we expect that

significant levels of CNIP in rate base would be required.
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Metropolitan Edison Company
Docket No. I-79040308

Response to Commission request for the time and cost to

build a new coal-fired plant at N.T. 2966.

COMMISSION REQUEST

One of the questions I have is if you could

indicate the time which it would take to build a

new coal-fired plant and the cost.
RESPONSE

The time it would take to build a new coal~fired unit in
the 600 to 800~-MW size range depends on the site selected, and
whether or not the environmental data needed to meet regulations
are already available or if they must be collected. At a new
site, for which the data are not already ivailable, the total
schedule is about 9.5 years. This includes data collection,
licensing, construction, and new plant startup. The cost of
such a unit, assuming chat it is similar o Homer City 3 and
assuming that the unit could be completed for commercial
operation in 1986, would be in the $850-900 million range,
including escalation and AFDC.

In answering the Commission's gquestion we assumed a
plant similar to Homer City Unit 3, but with all necessary
pollution control systems added. Regulations have proliferated
over the years since the Homer City Unit 3 project began. A

coal-fired plant commenced today (or in the 19Pn'= ..ivy ..
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minimum require sulphur dioxide scrubbers. Add: tional environ-
mental standards, including compliance with the Federal Water
Pollution Control Act as amended and the Resource Conser a-
tion and Recovery Act, must also be met. A Homer City 3 type
plant will take more than 3 years longer to build and cost
more than 20 percent more (excluding inflation) for environ=-
mental controls than the original Homer City 3 unit.

The construction schedule for a coal-fired power plant

in the 600 to 800 MW size range follows:

Estimated Schedule,

Activity Years
Preliminary Engr. & Environ=-
mental Report Studies (Phase I) 2.5
Discussions with regulators -
Permit processing and 2.0

Engineering (Phase II)

Construction 4.5
(Phase III)

Start-up 3.5

Total 9.5

For purpose of comparison with the TMI coal conversion
option, the cash flow associated with the construction of a new
625-MW cool plant to go into service in 1986 would be something

like the following, based on an $850 million total cost.



Year

Pre-~1981
1981
1982
1983
1984
1985
1986
1987

Total

The above numbers include AFDC.
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Expediture
Millions of dollar.

9
40
73

133
204
264
104

850

L |
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Metropolitan Ediscn Company
Docket No. I-79040308

Response to Commission request as to the favorability of
federal regulations and laws on gas and coal usage for elec-
tric generation, whether there would be any available federal
funds for TMI-2 conversion, and the limits on the utilization

of gas at N.T. 2966 and 2967.

COMMISSION REQUEST

I alsc note that in Secticn 11.3 of the
Phase II Gilbert Study, there is an indication
that federal regulations, laws on gas usage for
electric generation and coal-firing are favor-
able for this project, that is referring to
~N Unit 2.

Would you indicat- whether there would be
any available federal inds for conversion and
alsc what are the lir s on the utilization of
gas? I think if I am locking at it correctly,
there has been presuppecsed in here the use of
gas for a period of ten years, from 1985 to 199§,
and then a coal conversion of Unit 2.

What are the restrictions on using gas to
generate electricity, or do you see none and
that is the reascon =-- in other word, could you
go beyond 1995 in utilizing gas.

Again I refer to a statement that is in
Section 1l1-8, the possibility of a three way
utility (self help) propane air fuel supply
should be given strong consideration from both
an economic and secure supply standpoint.

RESPONSE
The Power Plant and Industrial Fuel Use Act of 1978 (the

Act") generally prohibits the use of petroleum and natural gas



by certain electric power plants
nizing that not all power plants
the Act, the Economic Regulatory
Department of Energy established

operators of new and/or existing
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after 1990. However, recog-
will be able to comply with
Administration within the
criteria upon which owners and

generating enstallations may

petition for an exemption from this prohibition of the Act.

Based on GPU's understanding of 10CFR parts 502, 503, 505, 507,

and 508 it would appear that GPU

exemption to burn natural gas as

sion of TMI-2 to coal is accomplished.

may be eligible to obtain an
an interim fuel while conver-

Discussions with DOE

are needed to further clarify exemption feasibility.

Based on our preliminary evaluation of the Act we would

conclude that there will be no federal funds availablas for the

conversion of a nuclear unit to a coal or gas burning unit.

The limits on the utilization of natural gas are essential-

ly those contained in the Act.

the use of petroleum products or

In essence, this act prohibits

natural gas in existing or new

boilers after 1990. Gilbert Associates and GPU have assumed

that ¢ five ten year temporary exemption could be obtained

oy GPU to burn natural gas. The

postulates conversion of the TMI-

in 1991.

TMI-2 Coal conversion Study

2 gas~fired plant to coal

At the present time, it is necessary to obtzin from

DOF's Economic Regulatory Administration, an exemption £rom
g g

the Fuel Use Act restrictions on

burning natural gas in

beilers in order to dispiace middle distillate fuel oil.
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Such exemptions have been granted for a 5 year period, pro-

vided that the utility can demonstrate that coal or alternate

energy sources (presumably including nuclear) are not being

displaced. It is not clear that a guaranteed exemption

could be obtained by GPU in 1980 for burning gas between

late 1986 and 1991, since the use of gas might be displacing

nuclear or coal. An exemption might be conditioned on natural

gas supply and demand perceptions in 1985, tor example.

There is considerable risk, therefore, in proceeding with

a plant that can burn only gas at its glanned startup dace.
Additional restrictions on using natural gas are supply

and economics. GPU's consultants have indicated that major

gas transmission supply line operators servicing the Harrisburg

area are projecting increased supply of natural gas through

the year 1990. After that, hcowe.=2r, the supply starts de-

creasing. The Natural Gas Policy Act of 1978 permits new gas

orices at the wellhead to escalate at least with inflation,

or more, depending upon the category of gas. Thus, it is

anticipated that natural gas will incr2ase in price by

about 12 to 15% per year through 1985. Most new gas could

ve deregqulated after 13985, and the assumption is being made

that it will increase in price by ll% per year through 1990.

Initial ingtallation of coal »"urning capability provides

more favorable operating economics. However, the costs

associated with environmental compliance for coal plants

and coal handling equipment are relatively large compared

to a plant that burns natural gas. Therefore, it was
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thought that over the initial five years, economics and avail-
ability of supply might favor natural gas. Gilbert Associates was
therefore requested to supply an evaluation of a natural gas
fired convers. n of TMI-2 so that GPU might be able to evaluate
the econcmics of that option as well as initial coal=-firing.

Utility use of natural gas is placed in the lowest pri-
ority category during the winter months when demand for
natural gas is great. There is a possibility that curtail-
ments of natural gas to utilities will be enacted. This is
particularly true when temperatures drop below 20 degrees
Fahrenheit. and demand for natural gas for residential heating
picks up. Please note that this is also likely to be a time
nf peak or near peak demand for electricity, because of
electric heating usage.

We would expect on average about ten days during the
months of January and February when gas would not be available
Lo a generating station. One option available to prote.t
against a curtailment is to use propane--air. Propane would
be available from several major suppliers. However, TMI-2's
demand of roughly sixty thousand barrels of propane ger day
would have to be purchased or contracted from foreign sources.
Because these supplies are politically priced, this may not be
a viable alternative. A long term ocutlook for propane is that

it will track crude oil prices.
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Propane/air facilities, which will deliver the egquivalent
Btu per cubic foot as utility gas could be used in conjunction
with utility and/or self help qas...Texas Eastern, a major
supplier, has a propane pipeline near TMI. There is ample
storage in the Delaware Valley so that propane ccoculd be brought
in by truck, rail, or pipeline. Because of the volume of gas
that would be cunsumed at TMI-2, however, the propane/air

supply must be viewed as supplemental.
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METROPOLITAN EDISON COMPANY
Docket No. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A,
Data Requests No. 8:

"On page 44 of a presentation made to Governor Thormburgh on
November 16, 1979, there are statements which highlight GPU's
management's commitment 'to develop and implement programs that
will reduce by 50% peak load increases currently projected to
occur over the next ten years." Provide the Commission wich a
detailed summary of the current status of this or any other
long or short range comservation/load management programs."

RESPONSE

Future c-uservation/load management program objective is to "reduce
by 50% peak load increases currently projected to occur over the
next ten years' will be an integral part of the Conservation and
Load Management Master Plan.
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Response to Consumer Advocate oral data request at N.T. 88:

What portion of the $5 million a month fuel clause underrecovery is
purely attributable to an increased cost of Arab oil.

The $5 million a month increase is based on the months of July, August
and September 1979 as shown on Appendix A of the November 1, 1979 filing
of the "Petition of Metropolitan Flisou Company for Modification of
Commission Order Entered on June 19, 1979". 1In these months, the energy
clause revenues for energy costs recovered only $15.3 million of $29.5
million in energy costs above level recovered by base rates. (Refer to
page in Appendix A entitled '"Metropolitan Edison Company Statement of
Retail Energy Clause Revenues, Expenses and Deferrals" for details.)

The oil fired portion of these costs consists of Met-Ed oil fired
generation, purchases from PJM which are predominately from oil fired
equipment, and purchases from PP&L which are from the oil fired Martins
Creek station. The effect of the oil cost increase on this ecnergy was
calculated by comparing the actual unit cost to that as shown in the
official 1978 9+3 budget. Since the PP&L purchase was made to replace
PJM purchase, its cost was compared tc the budgat PJM purchase ccst.

The attached calculation shows, based on the calculation, that the effect
of oil cost increases on Met-Ed were $300,000 in July, $533,000 in August
and $658,000 in September for a three month total of $i,491,000.




METROPOLITAN EDISON COMPANY
Calculation Showing the Effect of 0il Cost
Increases on Energy CGenerated and Purchased

by Met-Ed for July, Aupust and September 1979

. Met-Ed budgeted o0il fired generation

rate (9+3 budget) ($/MWH)
2. Met-Ed actual oil fired generation

rate ($/MwH)
3. Difference (2-1) ($/MWH)
4. Met~Ed accual oil fired generation (GWH)
5. Increased cost of oil fired

generation (3X4) ($000)
6. Met~Ed budgeted PJM energy purchase rate

(9+3 budget) ($/MWH)
7. Met-Ed actual PJM energy purchase

rate ($/MWH)
8. Difference (7-6) ($/MH)
9. Met-Ed actual PJM energy purchase (GWH)
10. Increased cost of PJM energy

purchase (8X9) ($000)
11. Met-Ed actual PP&L energy rate ($/MwH)
12. Difference (11-6) ($/MWH)
13, Met-Ed actual PP&L energy purchase (GWH)
14, Portion of PP&L energy purchase cost

15.

attributable to oil increase
(12X13) ($000)

Total effect of oil increase on

energy generated and purchased
(5+10+14) ($000)

Page 2 of _2

July August September Total
44.7 44.9 45.2

oks1 56.0 54.9

7.0 1.1 9.7

5.7 11.7 5:1

40 130 49 219
30.8 30.8 30.8

33.8 38.0 §5.2

3.0 7.2 14.4

14.4 23:1 26.8

43 166 386 595
36.7 38.7 38.6

5.9 7.9 7.8

36.8 30.0 28.6

217 237 223 677
300 533 658 1 49]
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METROPOLITAN EDISON COMPANY

PENNSYLVANIA ELECTRIC COMPANY

Docket No. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A, Data
Request No. 6:

"Respondents are requested to provide the Commission with a feasibility and
impact assessment of secondary voltage reduction as a method of reducing the
cost of energy purchases. This assessment should include estimates of the
potential costs and benefits of such voltage reductions at various practical
levels of reduction.”

Response:

For many years, the GPU System Companies, (Met-Ed, Penelec and Jersey
Central) along with many other utilities, have used voltage reduction as a
method to reduce temporarily the customer kilowatt demand during periods of
capacity shortage. We have always assumed that very little energy saving
resulted from .l.is action, since most lou.. .xcept lighting would opera.-
for a longer period of time to compensate for the reduced voltage. Many
utility engineers, including ourselves, continue to feel that this is the
result.

More recently, we have been following with interest rather detailed studies
attempting to prove or disprove the energy saving concept. These studies
were conducted by Southern California Edison Company and American Electric
Power Company. California studies indicated the potential of more than a 1%
reduction in energy consumption for each 1% reduction in voltage. As a
result of that study, the California Public Utility Commissidn has required
at least some of the companies within their jurisdiction to reduce their
distribution voltage to the minimum permitted by their regulations on those
circuits which do not require capita! investment for implementation.
Voltage will be reduced on other circuits only to the extent that the
additional required capital investment can be cost justified.

The study conducted by American Electric Power, on the other hand. indicated
that there was no significant energy saving from a voltage reduction, and
we understand AEP has not reduced their distribution voltage.

We also intend to follow very closely a research project, presently in its
initial stage, being conducted by the Electric Power Research Institute on
the distribution system of a Texas utility. It should provide information
useful to both utilities and utility commissions in aualyzing the potential
benefits of voltage reductions. Unfortunately, this is a three-year study,
so that results will not be available in the immediate future.
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It appears from the Southern California Edison study that the energy savings
available vary with the types of loads on the distribution circuit. It is ‘
also likely that distribution circuits in the East, with a significant
amount of resistance heating, might be different than those in the West,
where air conditicning motor loads probably predominate. In an attempt to
determine if energy savings exist on its distribution circuits, Met-Ed has
recently started a study reducing voltage on the distribution circuits out
of one Substation. Results from this program will not be available within
more than a year after reliable data starts to come from the project.
Penelec, on the other hand, operates with a different concept of voltage
control and can not readily select a test area such as Met-Ed is doing and
will follow the results of the Met-Ed program.

We believe that there is no conclusive evidence whether or not voltage
reductions result in energy conservation on our system. In addition,
reliable evidence either way will probably not be available for several
years. However, b.cause of our desire to take all steps that could possibly
conserve energy, the Met-Ed program to implement voltage reductions on

those circuits where this can be done without the investment of additional
capital has been instituted.

However, it has been our experience that we receive voltage complaints from

some customers even when their distribution circuit voltage is above the

minimum PUC regulations. The number of voltage complaints which we have

received in recent years has never been excessively high and has, in fact,

been reducing. With the institution of this voltage reduction program,

however, we «wust anticipate that the numbe: uf voltage complaints, both ‘
informal and formal, will probably increase, resulting in additional cost,

both for the Company and the Commission. -
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METROPOLITAN EDISON COMPANY

PENNSYLVANIA ELECTRIC COMPANY

Docket No. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A, Data
Requests No. l:

"On pages 18-21 of the Respondents' July 19, 1979 response to paragraph 6 of
the Commission's June 19, 1979 Order, there is a summary of Met-Ed's and
Penelec's planned mass media activities for the last six montas of 1979.
Provide the Commission with a similar summary and corresponding exhibits of
the actual mass media activities during the same period. Also, submit any
media program evaluations that were conducted to determine which media
activities were most (cost) effective in reducing on-peak and/or overall
energy consumption. If a media program evaluation was not conducted,
provide evidence that these media ~xpenditures are being used efficiently.

Provide the Commission with a summary of the current and planned media
activities over the 1980 calendar year and demonstrate how these planned
activities relate to Respondents' assessment of the effectiveness of its
prior media activities.

For each of the tariff or program recommendations requested below, include
a summary of the media activities that will be used to support each recc=-
mendation."

Resgonse

The objective of Met-Ed's and Penelec's Energy Conservation Advertising was
to:

(1) eliminate unnecessary and inefficient usage of electricity to
reduce energy consumption and replacement power cost, particularly
during peak use periods; and

(2) defer customer use from system peak periods to off-peak periods
to achieve energy savings, reduce purchase power cost, and restrain
growth in peak period demands.

The communications vehicles used to achieve these objectives were the use of
newspapers, bill inserts and bill messages, company truck posters, radio
spots and customer information booths. The mass media activities for

the last six months of 1979 were as follows:
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Penelec

R
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Newspaper Advertising = schedule of insertions for six months 1979

Ad #1]
Ad #2
Ad #3
Ad #4
Ad #5

Dailies

July 11
July 25
Sept. 13
Oct. 17
Dec. 4

Bill Inserts and Bill Messages

a. Bill Inserts:

Insert

Insert

Insert

Insert

Insert

Insert

#1

#2

#3

#4

#5

#6

b. Bill Messages:

1979.
are being continued in 1980.

Company Truck Posters

Weeklies

Week
Week
Week
week
Week

of July 9
of July 23
of Sept. 9
of Oct. 15
of Dec. 3

Size

36 "
36 "
44"
54"
52 "

July 1975, "President's Letter" (to all customers)

August 1979, "busidential Energy Audit" (to approxi=-

mately 9,000 electric heat customers)

September 1979, "What's A Time-of-Day Rate?" (to all
water heating customers over 1200 kWh per month)

September 1979, "An Inportant Message for Penelec
Customers" (to all customers)

October 1979, "For Penelec's Electric Water Heating
Customers" (to all electric water heating customers)

November 1979, "Coal==One of Our Country's Principal

Energy Sources" (to all customers)

Bill messages promoting load management and conservation
were used on customer bills for the months of August through November
(A Christmas message was used on the December bills.) They

During the period of September 1979 to December 1979, Company
trucks carried a poster with the theme of "Insulate The Kilowattcher

Way."

Your Electric Water Heater."

Customer Information Exhibits

From December 1979 to present, the theme is "Save Energy=-Insulate

Penelec had a Customer Information Display at the Annual Keystone
Country Festival at Lakemont Park, Altoona, Pennsylvania on September

8-9,

1979.

The booth displayed Energy Conservation and Load Management

ideas including Time-of-Day Rate, Storage Heating, Storage Water Heating
and insulation, plus other conservation ideas.
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In 1980, we plan to display at Home Shows, Energy Fairs, and other
local fairs and shopping mall exhibits through our entire service area,
with main emphssis on Conservation and Load Management Measures, including
Time-of-Day Rate, Storage Leating, and Water Heating.

Cost Summary

Conservation & Load Management Advertising

Last Six Months

Last Six Months

Twelve Months

1979 1979 1980

Estimated Cost Actual Estimated
Newspaper $33,000 $50,180 $93,750
Television None None 48,000
Radio None None 20,000
Bill Inserts 21,000 21,175 67,500
Truck Posters 900 840 1,000
Exhibits 1,500 300 8,000

No media program evaluations were conducted in the last half of 1979. A compre-

hensive assessment of consumer reactions to GPU advertising was conducted in
November 1978.

[t was identified that one of Penelec's problems in future adverticing would
te to sustain the high saturation level of awareness established by the "Wait
Until Eight" and "Kilowattcher" themes of past advertising.

One recommendation was to move from the generic or concept advertising to more
specifics for the residential customer. This is being followed in our 1980 mass
media energy conservation advertising.

In response to the Jommission's request for "evidence that these media expendi-
tures are being used efficiently"” we li.t the following: three sets of statistics
= (1) comparison of the growth rate in customer use; (2) customer response to
Time-of-Day metering promotion; and (3) requests for energy audits by total
electric customers.

Comparison=kWh/Cust.

Compound Avg.

% Change/Period
Six Months Ending
Feb. 1975 to 1979

% Change/Period
Six Months Ending
Feb. 1980 over 1979

Residential
Total Electric* -4 .5% -6.4%
Non=Total Electric 1.0% 0.9%
Commercial 3.6% -1.7%

*kWh normalized for weather and the changeover to monthly billing.
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Residential Time-of-Day Rate and Energy Audits Comparison

July=Dec., 1978

July=Dec., 1979

New RT New RT
Surveys Customers Surveys Customers
Requested Connected Requested Connected 1980 Goal
T.0.D. (RT Rate) 440 18 889 213 750
Requests Inspec. Requests Inspec. Inspec.
Energy Audits
(AE & RS) 695 695 689 689 6,700

Cost Summary

Conservation & Load Management Advertising

1979
Actual

Last Six Months

Met-Ed
Last Six Months
1979
Estimated Cost
News paper $24,000
Radio 5,000
Bill Inserts 7,500
Truck Posters 750
Exhibits 1,000

$27,476
29,730
4,200
900
1,100

Twe lve Months
1980
Estimatec

$60,000
30,000
10,000
1,500
12,000

No media program evaluations were conducted in the last half of 1979. A compre-
hensive assessment of consumer reactions to GPU advertising was conducted in
November 1978. Excerpts from this report are availabie for inspection.

Following the accident at TMI, media advertising was resumed in mid-July, 1979.

In response to the Commission's request for "evidence that these media expendi=-
three sets of statistics
- (1) comparison of the growth rate in customer use; (2) customer response to
Time-of-Day metering promotion; and .3) requests for energy audits by total

tures are being used efficiently" we list the following:

electric customers.
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Comparison-kWh/Cust.

Compound Avg.

% Charige/Period % Change/Period
Six Months Ending Six Months Ending
Feb. 1975 to 1979 Feb., 1980 over 1979
Residential
Total Electric* -3.0% =5.4%
Non-Total Electric 1.4% 0.2%
Commercial 4.8% 4.2%

*kWh normalized for weather.

July=-Dec., 1978 July-Dec., 1979
New RST New RST
Surveys Customers Surveys Customers

Requested Connected Requested Connected 1980 Goal

T.0.D. (RST Rate) 343 66 641 124 273
Requests Inspec. Requests Inspec. Inspec.

Energy Audits
(AE & RSH) 393 329 494 443 850

Media activities to support energy conservation and load management programs
and tariff changes will be developed at the time the programs are ready for
implementation. Samples of Met-Ed's proposed newspaper ads ara2 available
for inspection and copying.

Copies of newspaper ads, bill inserts, bill messages, and excerpts from the
media program evaluation report are available for inspection and copying.



Met=-Ed/Penelec Exhibit J=15
Witness: E. F. Carter
Paje 1 of 2

‘ METROPOLITAN EDISON COMPANY

PENNSYLVANIA ELECTRIC COMPANY

Docket No. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A, Data
Requests No. 2 (first paragraph), No. 5, No. & and No. 7

Data Request No. 2 (first paragraph)

"Since March 28, 1979, the Respondents have had to purchase a substantial
amount of replacement energy which has altered the Respondents' costs of
supplying energy. Provide the Commission with time-of-day (energy) rate
proposals that both reflect Met-Ed's and Penelec's current costs of supplying
energy and will provide incentives for consumers to make desired changes in
their consumption patterns. At the minimum the responses should address
recommended changes to Penelec's RS, RT, RL, GS, GL, GP (sic) and Met-Ed's
RS, RST, GPL-2, LP, TP rate structures. In addition, specifically address
the feasibility of providing time-of-day rates to Met-Ed's GPL-2 customers
with less than 50 KW billing demand."

Data Request No. 3

. "Provide the Commission with proposals for residential rate schedule modi-
fications, other than the time-of-day proposals requested in #2) above
(e.g. load factor service, inverted block schedules, a two block rate
similar to that proposed in R.I.D. 626, etc.). These proposals should
reflect Respondent's perspective of changing energy costs since March 28,
1978 and should provide incentives for consumers to make desired changes in
their consumption patterns."

Data Request No. &4

"Provide the Commission with proposals for Commercial and Industrial rate
schedule modifications other than the time-of-day proposals requested in #2)
above. At the minimum address the potential impact of the following tariff
modifications: a) reduce the minimum curtailable load below 500 kW in
Met-Ed's GPL-2, LP and TP schedules, and Penelec's GL and LP schedules, b)
providing multi-tier credits for curtailable revenues that would vary with
specified levels of curtailable service, ¢) changing the ratio between the
maximum of f-peak and on-peak billing demand to induce more customers to use
of f-peak capacity, and d) permitting customers to make a one-time adjustment
in their minimum billing demand ratchet if they can alter their demand
requirements as a result of a tariff modification.

Respondents are directed to provide the Commission with the number of
customers with curtailable service, the total curtailable capacity in each
rate class discussed above and the additional costs of providing customer

‘ service associated with curtailable service. Respondents should also
address any technical constraints associated with providing curtailable
service below the 500 kW level."
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Data Request No. 7 ‘

"For those industrial and commercial customers who will not be participating
in existing or proposed time-of-day tariffs (e.g. recommendations in #2)

or any other existing or proposed tariffs that are designed to reflect
Respondents' current and future costs of providing energy (e.g. recommenda-
tions in #4), Respondents are requested to provide the Commission with a
proposed tariff rider that would require commercial and industrial customers
served under Met-Ed's tariffs GPL-2, LP, TP and Penelec's GS, GL, GP (sic)
to pay the average cost of purchased power, experienced by Met-Ed for each
billing month, for each kWh in excess of some targeted consumption level
(e.g. 95%). The target level of energy consumptior will be a percentage
(e.g. 95%) of the customer's consumption during some base period (i.e. first
quarter 1979). This change will replace the energy charge and the net
energy charge rider, and the revenues collected through this charge would be
treated as net energy charge revenues by the Respondents."”

Resgonse

Refer to the record at N. T. 3060, starting at line 23, statement by Chairman
Shanaman, "There is no intent to do other than what we have stated in our
prior orders. To the exteni that there appears to be some conflict between
the two, we will take that under advisement and get back to you".

The " mmission's prehearing order of December 21, 1979, states "The Commission

nas no desire to undertake a resdetermination of Respondeats' base rates as a .
hypothetical exercise. If this Commission finds TMI-l no longer used and

useful in the public service, then the determination of just and reasonable

rates for Respondents will be an issue before us."

The Respondents respectfully submit that time and availahble manpower limita=-
tions do not permit Respondents, in the instant proceedings, to respond
meaningfully to the rate design issues raised in this interrogatory.

The available data is being incorporated in the Master Plan which will
address several of these i1ssues which are related to conservation and load
management.
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METROPOLITAN EDISON COMPANY

PENNSYLVANIA ELECTRIC COMPANY

Docket YNo. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A, Data
Requests No. 2b:

"The number of residential, commercial and industrial customers in each

rate class discussed above that have meters capable of recording on- and
of f~peak consumption."

Resgonse

The following tables contain the customer counts that meet the above
specifications as of 2/29/80.

Metropolitan Edison Company

Rate
Classification Class Number
Residential RST 373
Commercial GPL=-2 4
Industrial GPL-2 12
" LP 13
" TP 17
Total 419

Pennsvlvania Electric Company

Rate
Classification Class Number
Residential RT
Commercial & GL
Industrial LP

359
13
Total 442
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METROPOLITAN EDISON COMPANY

PENNSYLVANIA ELECTRIC COMPANY

Docket No. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A, Data
Request No. 2-c:

"The total costs of providing time-of-day meters to individual customers in
each rate class discussed above."

Resgonse

The total costs of providing a time-of-day (T-0-D) meter is as follows:

Residential & Small Commercial:

T-0-D meter installation $ 235
less "Normal" meter installation 35
Incremental Cost S 200

Large Commercial (Secondary Voltage):

T-0-D meter installation $ 480
less "Normal" meter installation 250
Incremental Cost $ 230

Industrial (Primarv and Transmission Voltages):

T-0-D meter installation $1360
less "Normal" meter installation 485
Incremental Cost S 875

The above estimates are not 2ll .nclusive. For example, regardless of
whether a commercial meter installation is T=0-D or not the same meter
socket, instrument transformers, wiring, etc. would be required for either
installation. Therefore, these equally applicable costs are not included in
the above estimates.

At the current time, T-0-D metering is experiencing rapid technological
changes. Costs can vary significantly depending upon the sophistication of
the rate design, the Operating & Maintenance costs associated with meter
reading equipment, meter reader skills required, etc.
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METROPOLITAN EDISON COMPANY

PENNSYLVANIA ELECTRIC COMPANY

Docket No. I-79040308

Response to PaPUC Secretarial letter dated March 12, 1980, Appendix A, Data

Requests No. 5:

"In Exhibits 27 and 28 of the Respondents' July 19, 1979 response to para-
graph 6 of the Commission's June 19, 1979 Order, there are sample responses
from a self-generation customer survey conducted for Respondents. While
most of the customers state that their generation facilities are restricted
to emergency use only, a few of the customers indicate they have generating
facilities that could be utilized to meet more of their own electricity
requirements. Provide an assessment of the necessary rate considerations
and purchase agreements that will induce such customers to generate more of
their own requirements and/or provide energy into Respondents’ system.
Present an analysis of the levels and duration of customer's generating
capacity that could become available under a range of rate and purchase
agreement scenarios."

Response

Penelec

The results of the initial survey of customers who have self-generation
equipment in place were documented in Respondents' July 19, 1979 response to
paragraph . of the Commission's June 19, 1979 Order. In October, 1979,
Penelec did conduct a follow-up survey (1) of those customers who had
responded negatively to the July survey, (2) recontacted the customers
identified in the original survey as "new" potential, and (3) followed=up

as necessary with 15 accounts who had not responded to the initial survey in
time to be included in the Respondents' July 19, 1979 response. The final
t2'ly of the self-generation survey is as follows:

l. 106 units are in place, totaling 160,898 kilowatts capacity.

2. 19 of these units, totaling 133,802 kilowatts, were identified
as potentially available for daily operation.

3. Of the 133,802 kilowatts, 131,887 kilowatts of capacity are
presently being used on a daily basis, thus leaving 1,915 kilowatts
which were identified as new potential.

4, The remaining 27,096 kilowatts (160,898 kW minus 133,802 kW)
are strictly "emergency only" generation.

5. Of the 1,915 kW of new potential generation identified, nore of it
can be operated on a daily basis due to either economics, design,
or fuel availability constraints.
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6. Customer comments Lo the follow-up survey can be summarized as
follows:

Emergency Use Only - 8

Uneconomical and/or Fuel Constraints Preclude
Operation on a regular basis - 8

No comment = 5

Met-Ed

The results of the initial survey of customers who have self-generation
equipment in place were documented in Respondents' July 19, 1979 response to
Paragraph 6 of the Commission's June 19, 1979 Order. Customer comments as a
result of that survey can be summarized as follows:

Emergency Use Only - 13

Uneconomical and/or Fuel Constraints Preclude
Operation on a Regular Basis = &4

The same customers were contacted a second time during the Fall, 1979. None
of the respondents changed their answer to the original request.

Two industrial customers had indicated originally and still have generating
facilities that could be ust2d in extreme emergencies to provide additional
electricity for their own requirements. Both customers, however, indicatad
that they are not interested in providing additional generation for their
own use for economic reasons. One of the two noted that to generate elec-
tricity over and above its requirements for process steam is not economical
.ince it would cost approximate'y 18¢ per kilowatthour to generate the

.. ctricity while blowing steam o the atmosphere. The other industrial
customer considers cost informatiou confidential, will not supply it, and
would only consider increasing its internal generation under emergency
cond.c.ons.




Met-Ed/Penelec Exhibit J=-19
Witness: E. F. Carter

METRCPOLITAN EDISON COMPANY

PENNSYLVANIA ELEC™ 1IC COMPANY

Docket No. I-79040308

Response to Pa. PUC Secretarial letter dated March 12, 1980, Appendix A, Data
Requests No. 2a:

"The average hourly energy costs, per kWh, and the corresponding hourly
loads for each hour, for each of the twelve months ending March 31, 1979,
and for each month, for the period between March 31, 1979 and December 31,
1979.

Resgonnc

Tables A and B, attached, show the horrly loads and estimated hourly cost of
generation. This ccst includes fuel, purchases, sales and incremental
maintenance costs. These costs are at the generation level and, therefore,
include no losses. Additionally, no operation and maintenance expenses nor
capital costs are included.

We have completed estimating the costs for the peak day, the typical week
day and the typical week-end day for each month in 1979. Additional days
are extremely time-consuming and costly to prepare.



Table A

Page 1 of 37
METROPOLITAN EDISON COMPANY
Cost of Genmeration (Including Sales & Purchases)
Peak Days, Typical Weekdays and Typical Weekend Days
In 1979
Typical
Typical Weekend
Peak Day Weekday Day
(1) (2) (3)

Jan Fri - 19 Wed - 31 Sat - 27
Feb Men - 12 Thur - 8 Sun = 11
Mar Mon =~ 12 Wed -~ 14 Sat - 24
Apr Mon - 9 Thur - 19 Sat - 14
May Thur - 10 Thur - 3 Sat - 26
June Mon - 18 Mon - 11 Sun =~ 10
July Mon - 16 Mon =~ 30 Sun = 22
Aug Wed - 1 Fri - 3 Sun - 26
Sep Tues - 4 Thur - 13 Sun - 2
Oct Thur - 11 Mon =~ 29 Sun - 28
Nov Thur - 29 Thur - 1 Sun - 4
Dec Thur - 20 Thur - 6 Sun - 9

Typical weekday is the day in which the daily kWh use is
closest to the average of the weekday kWh usage of the month.
The same idea is used to determine the typical weekend day.
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METROPOL TITAN EDISON CONFANT
GENERATION COSTS SURHGKY

SAT. - JAN, 27, 1979

LUAD(HW) COsSISCe)

i AN v27. 102340 .07
2 883, 9520.72
3 8B6Y. 9283.03
4 847. 8716.21
5 852. By 74.81
6 B870. 92565.18
7 P17, 10095.16
o 768 . 11419.68
: 1001 . 14472.54
10 1128. 15969.70
1 1144, 16290.32
12 HOON 1116, 14927.74
i FH 1072. 13504.76
2 1032, . 121646.20
3 1006. 11622.22
4 Y87, 11325.82
5 1000. 115644.43
[ 1080. 13375.71
7 1080. 15885 .49
[¢] 1053. 12651.03
9 1010. 115684.108
10 Y07, 11264.33
" 9353, 10349.03
12 nip ub6. 9239.95
TOlAL 23756. IHIBB4 . 40

$ FER HU

11.04
10.78
10.560
10.53
10.53
10.65
1.0
11.56
13.39
14.16
14.24
15.38

2.42
1.9
11.55
14.47
11.55
12.38
12.86
12.014
$1.57
1.4
14.09
10.67

11.808

g
—
o
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METROFOL LTAN EDISON CUMFANY
GENERATIUN COSTS SUMMAKY

MON. - MAR. 12, 1979 - PEAK

LUAD (M) coyisay) $ FER N
1 AM 942 10673.60 11.33
2 ¥35. 10547.460 11.28
3 9217. 10341.54 11.16
4 930. 10445.32 11.23
S ?33. 104%3 .44 11.25
é 1010. 12611 .48 12.49
7 1163, 18342.560 15.77
] 1338. 29430.75 22.00
1397. 58119 25.463
10 1429. 34905.72 24.43
1" 1427, 34axes.22 24.05
12 NOON 1394, 32626 .87 23.41
1 FN 1337, 28978.16 21.67
2 1323, 26191 .41 2.5
3 1282. 24484.00 19.23
4 1242, 20098.92 16.83
5 1253. 20437.42 16.54
4 1244. 189689 .26 15.26
7 1296. 21864.70 16.87
] 1306. 22159.39 16.97
9 1267. 20745 .88 16.37
10 12314. 20933.59 17.01
" 1129. 15749 .38 14.13
12 1D 1037. 1198242 11.55
Toval 28772. 504361 .60 17.60
OFF FEAK 9V 94 129072, 1975463.646 15.23
ON FEAK YA YF 15800. 308797.94 19.54
OFF -FEAK 8F 84 12042, 182497 .40 14. 21
ON-FPEAK 84 8F 157930, 323844 .00 20.33
OFF-FEAN V9F-/A 877. Y5438.02 12.42
ON FEAKN 7A-11F 20895. 419923 .58 19.67

LE 30 g eBug
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METROFOUL TTAN EDISON COMEANY
GENERATION COSTS SUMRAKY

THUR. - MAY 3, 1979 - TYPICAL

L UAD W) COSIS(s) $ FEK MU

1 AN 801 . 15491 .80 19.59

2 749 . 14145, 72 16.39

3 755. 15774.45 18.24

4 7435. 13427.22 18.07

s 742. 13%22.23 18.22

& 8OO . 15401 .64 19.2%

7 923. 20733.60 22.46

%] 1089 . 29142.06 26.76

9 1155, 29510.43 25.55

10 1138, 29210.91 25.67

1" 1153, 29947.63 25.97

12 NOON 1154, 29482.81 25.9%

1 PH 1913, 27951 .27 25 .41

2 $454. 30070.72 246.13

3 1124, 29153.5% 25.01

) 1106. 2E519.77 25.79

- 11335, 30547.82 26.96

b 1093, 30951 . 33 28.32

7 1063, 31374.05 28.99

8 1075. 308350, 5% 28,73

9 1069 . 29037. 40 27.46

10 1046 . 26134.70 2.9

1 958 . 23516.67 24.5%%

12 HID 857. 18587.90 21.64

TOTAL 24027. S590606 . 7 29.58

UFF -PEAYN 91 98 10640, 233584 .90 29 .49

ON-FEAL YA-9F 13307, 357097.482 26.67 g !

OFF -FEAK BF 8a 109549 2535115 .88 22.09 =
ON FEAK 8a BF 13473, 357570.84 28.59 8
“
~

OFF-PEAK 11P 7A 6392, 1252685 .04 19.60

ON PEAK 7TA 14F 175835, 465401 .67 26.39
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OFF FEAK YV 98
ON-FEAR 98- 9F

OUFF -FEAN BF -OA
ON-FEAN BA-UF

OFF -PEAKN VIF-7A
ON-FEAK 78 V1P

HETROFOLTITAN EDISON CUAFANY

GENERATION COSTY SUANAKY

LOADNW)

B30,
8146,
792.
760.
763.
Ho2 .
929.
1089.
1171,
1218,
1243.
§259.
y227.
1274,
1263,
12491,
1242.
1189.
1170.
1139,
1168.
1150,
1054 .
734.

eS3735.

11422,
145633,

119149,
145636,

65638 .
19917,

THUK . “HAY 10 19279 -Fral

COSTSo%)

13696 .38
12930.16
12542.39
11985.95
12060.8Y
12715.64
16532.80
24701 .11
278Y4.44
30354.02
30757.95
30286. 75
20363.4
31898.60
5121648
29490.02
31083.82
32038.90
29073.13
26509 .49
3 is. vt
21880 .97
20600.09
11538.90

S570359.083

211353.00
50706 .84

10406511
A663356. 717

$ FER MU

16.354
15.85
15.84
15.77
15.681
15.85
17.80
22.48
23.82
24.93
24.75
24.06
23.42
25.04
24.72
23.76
25.03
26.95
24.85
23.27
"9.26
24.73%2
19.27
12.3¢

22.14

16,449
24.95

19.00
24.53

15.67
24.39

L€ 30 g1 e¥eg
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HETROFOLITAN EDISON COMFANY
GENERATION COSTS ZUMNAKY

SUN. ~JUNEY0 1979

LOAD (HW) COSTS(Y)
1 AN 730. 12160.55
2 680. 110469. 368
3 647. 10652.72
4 633. 10601.33
5 619. 10401 .31
) 13, 10227.38
7 645. 10426.16
-] 652. 10771 .41
9 707. 11493.12
ie 762. 12606.34
i 805. 13768.95
12 NOON 840. 14770.78
1 FM 852. 15493.64
2 B846. 15215.49
3 822. 14514.78
4 822. 14564.01
5 832, 14887.98
) 832. 15126.56
7 824. 14652.56
8 805. 14137.44
9 837. 14918.34
10 a87y. 16382.11
1" 827. 15286.64
12 MID B801. 13504.46
TOTAL 18274. 317633.43

$ FER NU

16.66
16.28
16.46
16.75
16.80
16.68
16.95
16.52
16.26
16.54
17.10
17.58
18.19
17.99
17.66
17.72
17.89
16.18
17.78
17.56
17.82
168.81
18.48
16.86

17.38
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16%.
HUS.
104%.
1144,
1144,
1718,
HOONR 1206,
e 1203.
1243.
1923,
1392,
114y,
1074,
1069 .
1015,
1028,
1047,

CUSES o

130952.2

12650

12382 .5

10004

126460.
13744,

1602
23233
208485 .
30013,
$51270.

J295%.

310458,
299584 .
29044.
20ul.
265342
A%
22733.
20687
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Jruv0.
19400,
165433

2404

RECE RVE BN
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19274,
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HETROPOLITAN EDISON COMFANY
GENERATION COSTS SUMMARY

THURS . ,SEFT. 13, 1979-TYFICAL

LOAD(HW) CosTsS(y) $ FER M
1 AN 812. 163062.10 20.32
2 761 . 15731.46 20.67
3 739. 15237.28 20.62
4 T2, 14734.51 20.69
S T724. 14962.27 20.67
é 774, 15846.87 20.47
7 P19 19368.19 21.26
8 1063. 26179.65 24.63
v 1150. 29950.34 26.04
16 1171 29888.27 23.52
11 1194 31310.44 26.29
12 NOON 1190. 30734.99 25.83
1 PN 1166. 28911.56 24.80
2 1193, 29254.37 24.48
3 1185, 29036.17 24.30
4 1158, 28189.96 24.34
S5 1157, 27778.34 24.04
& 1167. 26005.57 23.49
7 1093. 25465.94 23.30
8 1107. 25531.99 23.08
9 1134, 26310.30 23.20
10 1673, 24565 .56 22.99
i 988. 209%9.75 29.29
12 NID 888. 18562.81 20.84
TOTAL 24449. 571078.89 23.36
OFF-PEAK 9P-9A 10595. 232640.99 21.96
ON-FPEAK 9A-9F 13854, 338437.91 24.43
OFF-PEAK BP-BA 10579. 229000.95 21.65
ON-FEAK BA-BP 13870. 342077.95 24.66
OFF-FEAK 11P-7A 632%. 130885.48 20.71
ON-PEAK 7A-11F 18128. 440193. 44 24.28
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11"

*

12 NID

TOTAL

OFF -PEAK 9F-9A
ON-FPEAK 9A-9PF

OFF -FPEAK 8F-8A
ON-PEAK BA-BF

OFF -FEAK 11FP-7A
ON-FEAK 7A-11P

METROPOLITAN EDISON COMFANY
GENERATION COSTS SUMMARY

THUR. -0CT.

LODAD(HW)

880.
837.
B816.
820.
B82é.
88s.
1638.
1226.
1276.
1276.
1284. :
1258.
1210.
1207.
1169.
1117,
114y,
1120.
1138.
1169.
1164
1145,
1633.
934.

25931 .

11681,
14250.

11572,
14359.

7037.
18874.

11,1979 -PERK

CosTS(Y)

21263.67
22051.84
21647.54
21795.45
21948.92
21953.64
251464.60
33999.62
36528.160
36954.43
36055.70
34253.33
32227.147
31965.76
31278.65
294698.68
30281 .45
29812.28
30345.90
31164.25
30440.81
28164.10
25398.78
23483.33

688014.98

303399.57
384615.41

297512.28
390502.70

1793068.97
508706.00

25.97
26.99

25. 1M
27.206

25.48
26.92

LE 30 67 wBeg
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METROFOLITAN EDISON COMFANY

C GENERATION COSTS SUHMARY
SUN.-0CT. 28,1979
(\
LOAD(MMW) . COSTS($) $ PER MW
( .............................
1 AN 696. 19412.63 27.89
£ 2 £50. 15463.67 23.79
3 628, 13510.64 21.514
4 622. 12375.3 19.9¢
O 5 &35, 12913.31 20.34
L 6 652, 13496.66 20.70
¥ 7 678. 14791 .40 21.82
O 8 743. 196464.30 246.47
9 831. 25376.27 30.54
10 B840. 31475.32 36.60
O 1" B74. 28707.36 32.85
12 NODN  892. 290628.83 32.54
1 PN B879. 31197.49 35.49
(@) 2 837. 27199.143 32.%50
3 B813. 24207.93 29.78
) 791. 23180.53 29.31
G S 816. 24%62.23 30.10
I3 871. 28045.05 32.20
7 892. 28944.98 32.45
@) 8 870. 27274.88 31.35
9 849. 25328.1%5 29.83
10 820. 22095.15 25.9%
C 11 782. 22202.48 28.39
12 MID 753. 19853.33 26.37
TOTAL 18734. 540309.02 28.684
/ -
( -
k)
(
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1 AN
2

3

4

S

&

7

2]

9

16

i

12 NOON
1 PN
2

3

4

5

&

v

8

T

10

1"

12 NID

TOTAL

OFF -PEAN 9F-9A
ON-PEAK 9A-9F

OFF -PEAK BF-8A
ON-FEAK BA-8F

OFF -FEAK 11F-T7A
ON-PEAK TA-11\F

METROFOLITAN EDISON COMFANY
GENERATION COSTS SUMNARY

HON. -0CT.

LOAD(NW)

723.
715.
734,
72%.
T45.
812.
973,
1152,
1243,
1206.
1224,
1200.
1165.
1178.
1139.
1099.
1130.
1172,
1717,
1136.
1104.
1077.
993.
897.

24682.

10752,
13930.

106435,
14039.

6317.
18365.

29 . 1979-TYF

COsSis(s)

15697.34
15612.56
16219.6%
160462.98
18055.41
21977.12
34876.59
52751.59
557867.70
56941.71
55767.09
54084.39
51376.142
52129.94
495620.05
45402.23
47296.00
52456.62
53860.46
48978.09
44334 .92
41419.23
36476.13
27356.94

964517.85

352273.22
612244.63

340837.43
623680.42

165858.56
7984659.29

$ FER NW

2.7
21.84
22.19
22.28
24.24
27.07
35.84
45.79
45.98
47.22
45.56
45.07
44.10
44.25
43.56
9.3
41.85
44.76
45.76
43.1%
40.16
38.46
36.73
30.50

39.08

32.76
43.95

32.02
44.42

26.26
43.49
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NOON
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CVAINDPUIBUN=N“OODNOUVS WN-
<
x

1"
12 NID

TOTAL

OFF -FEAK 9F-9A
ON-PEAK 9A-9F

OFF -PEAK 8F-BA
ON-FEAN BA-BF

OFF -FPEAK 11F-7hA
ON-PEAKR TA-11IF

HETROFPOLITAN EDISON (OMFANY
GENERATION COSTS SUNMHAKY

THUKRS . . NOV. 11,1979 - 1YFICAL

LOAD(NW)

836.
802.
192.
17,
197.
B862.
1010.
1161,
12143,
1203.
1206.
1187,
1134,
1154,
1114,
1098.
1110,
1165,
171,
1139.
1102,
1058.
?7S.
878.

24938.

11161,
13777.

11050,
138688.

6754.
18184.

COsSTS(s

22568.47
20521.76
19529.95
18579.20
19574.14
23567.55
36560.44
53996.97
53776.75
51020.47
48845.635
47692.48
46872.23
50148.65
46473.23
41144.867
45890.13
530465.20
53743.65
51165.29
47138.27
41314.93
346224.26
26820.014

956234. 41

373034.51
583199.90

3663796.03
589830. 38

187721 .60
768512.89

% FEK MW

27.
25.

00
59

24.66

23.
24,
27.
36.
46.
44.
42.
40.
40.
4.
43.
4.
37.
a4.
45.
45.
44.
42.
3v.
37.
30.

38.

33.
42.

33.

42.

27.

42.

91
56
34
20
51
33
a9
50
18
44
57
72
47
34
55
90
92
78
05
15
55

34

a2
33

16
47

9
26

LE 30 Zg ey




i S - G st

LUADC

>
=3

106.
675.
661 .
&64.
661 .
681 .
715.
754 .
804.
820.
831.
837.
827.
801 .
176.
TN
806.
893.
g18.
908.
Be2.
19 859.
1 838.
12 1D 800.

- —
WENDPVBIUN- NNV BN~
<
x

TOTAL 168887.

METROFOLITAN EDISON CONPANY
GENERATION COSTS SUNMMAKY

SUNDAY  NOV. 4,197Y

HuW) COSIS(Y)

19927.
18125,
16715.
165008.
16399.
16572,
.53
24795.
26819.
24600.
24219.
25139.
24295.
22872.
22331
21849.
24544,
31597.
32893.
31389.
30013,
28045.2
28029.
244086.

20167

569339.

e ——————————

a6
?1
38
33
72
8é
34
45
03
82
56
37
82
01
22
29
74

67

$ FER HW

28.23
26.85
25.29
24.86
249.81
24.34
28.21
29.02
33.36
30.00
29.14
30.04
29.38
28.55
268.78
268.34
30.38
35.38
35.83
34.57
34.03
32.65
33.45
30.61

30.14

LE 30 ¢¢ wBeg
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NETROFOLITAN EDISON CONMFANY
GEMERATION COSTS SUMMAKY

THURS . .NOV . 29 1979 -FEAK

s Sl - SR -+ S

-~

e C e

LOAD(NW) CosIs(y) $ FEK MM
\ AN 886 . 20769 .99 23.44
2 B839. 19859.63 23.67
3 B830. 19674.45 23.70
4 823. 19861 .67 24.07
S B46. 20171 .86 24.04
é 913. 29601.52 23.66
7 1082. 27308.056 25.24
8 1227. 356785.59 29.98
9 1265. 39517.63 31.24
16 1271. 40812.79 32.11%
11 12806. 41218.10 32.20
12 .NOON 1260. 40800.98 32.38
1 FN 1233. 37433.06 30.36
2 1262. 39169.59 31.04
3 1243, 37899.24 30.49
4 1230. 37141.62 36.20
S 1298. 41982.9 32.34
& 1344, 486813.50 36.32
7 1318. 44577.22 33.82
8 1299. 43831.66 33.74
9 1278. 444669 .82 34.95
10 1222. 398681.50 32.64
11 1139. 30893.43 27.142
12 Hip 1043. 25788.70 24.73
TOTAL 27427. B820464.50 29.91
OFF-PEAK 9F-9A 12111, 322114.03 26.60
CN-PEAK 9A-9F 15316, 498350.47 32.54
OFF -PEAK BF-BA 12124, 327266 .22 26.99
ON-FPEAK BA-B8F 15303. 493198.2 32.23
OFF -FPEAK 11F-T7A 7258. 175035.088 24.12
ON-PEAK 7A-11P 201469. 645428.62 32.00

LE 30 wi eBug
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TOTAL

OFF -PEAK 9F-9A
ON-PEAK 9A-9F

OFF -FEAK BF-BA
ON-FEAK BA-BF

OFF-PEAK V1{P-7A
ON-FEAK TAa-1V1FP

NETROFOLITAN EDISON COMFANY
GENERATION COSTS SUMMARY

THURS . , DEC.

LOAD(HW)

714.

B7e.

857.

B860.

g72.

942.
1117,
1277.
1314,
1314,
1306.
1270.
1228.
1248.
1219.
1207,
1266.
1298.
1266.
1249,
1194,
1150,
107y,

962.

27268,

12214,
15054.

12094.
15174,

7402.
19866.

6, 1979-TYPICAL

COsSTS (%)

23282.31
19700.63
18250.63
18503.56
19869.60
246B6.91
34815.29
46522.30
439546.08
44450.77
44023. 61
42039.59
39230.97
39440.60
37449.73
37736.80
45861.97
A9377.49
46374.64
42875.53
37488.47
33542.36
32613.57
26430.56

852523.99

344473.82
508350.17

339706.21
S12817.78

185539 .52
566984.47

28.18
33.77

28.09
33.80

25.07
33.57
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HETHROFOLITAN EDISON COMFaNY
GENERATION COSTS SUMMAKY

SUNDAY ,DEC. 99,1979

LOAD(HW) CosTss) $ FER M4
1 AN 827. 19251 .68 23.28
2 793. 16987.73 21.42
3 7M. 15363.09 19.85
4 T61. 14695.36 19.314
5 763. 15188.22 19.91
6 771, 16279.17 29 .44
7 B810. 18161.59 22.42
8 853. 20416.93 23.93
v 917, 24437.34 26.65
16 744. 26947.01% 28.55
i 961. 26308.61 27.38
12 NOON 966. 25346.76 26.24
1 PN 969. 25875. 41 26.70
2 va2. 25643.50 256.60
3 929. 23510.34 25.34
4 929. 23948.02 25.78
- v86. 26984.65 27.37
6 1044. 36661 .27 35.12
7 1030. 31609.15 30.69
8 1020. 28621.73 28.066
9 1060. 26781 .99 26.78
10 973. 25188. 64 25.89
LR 737. 25612.89 27.33
12 nid 898. 20949.82 23.33
TOTAL 21794. 360124.92 25.78

O
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TOTAL

OFF -FEAK 9F-9A
ON-FPEAK 9A-9F

OFF -FEAK BF-BA
ON-FEAK BA-BFP

OFF -FEAK VIP-7A
ON-FEAK 7A-11P
.

METROFOLITAN EDISON COUMFANY
GENERATION COSIS SUMMARY

THUKS . ,DEC. 20,1979-FEAK

LOAD (NW) CosTS(y)
1077. 25609.80
1048. 23419.48
1016. 21659.62
1616. 21585.114
1024, 2174219
1692. 24990.03
1246. 32586.83
1421, 45909.06
1474. 48220.25
1480. 4688168.65
1498. 48149.52
1461 45295.89
1405. 42240.27
1423, 42660.99
1397. 40375.37
1373, 3I9135.9
1414, 42953.22
1448. 47943.58
1457. 48102.63
1423, 45275.87
1397. 43128.02
1341 39274.94
1264. 35478.38
1160. 28575.81
31372, F03131.39
14176. 369051 .49
17196. 534079.91
14699. 363959%.26
17273. 539172.14
B8676. 200168.86
22696. 702962.53

26.03
31.06

25.81
3.2

23.07
30.97

LE 30 L w8wg




Table B

Page 1 of 37
PENNSYLVANIA ELECTRIC COMPANY
Cost of Generaticn (Including Sales & Purchases)
Peak Days, Typical Weekdays and Typical Weekend Days
In 1979
Typical
Typical Weekend
Peak Day Weekday Day
(1) (2) (3)

Jan Fri - 19 Fri - 5 Sat - 27
Feb Mon - 12 Mon =~ 19 Sat - 3
Mar Mon - 12 Thur - 8 Sat - 24
Apr Mon - 9 Thur - 19 Sat - 14
May Thur - 10 Wed - 30 Sat - 19
June Fri - 15 Thur - 21 Sun - 10
July Mon =~ 16 Wed - 11 Sun =~ 15
Aug Mon - 27 Mon - 6 Sun - 5
Sep Thur - 6 Thur - 27 Sun - 30
Oct Thur = 25 Tues - 16 Sun =~ 14
Nov Thur - 29 Mon =~ 12- Sun =~ 1l
Dec Mon - 17 Fri - 7 Sun - 9

Typical weekday is the day in which the daily kWh use is
closest to the average of the weekday kWh usage of the month.
The same idea is used to determine the typical weekend day.
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10
"
12
Tor

OFF -FEAK
ON-FEAK

OFF ~PEAK
ON-PEAK

OFF - “EAK 1

FENNSYLVANIA ELECTRIC COMFANY

LOADC

3

1541,
1504.
1463.
1456.
1473,
1521,
1659,
1882.
1949.
1979.
1984,
1944,
1865.
1887.
1836.
1785.
1833,
1925.
1935.
1875.
1817.
1714,
1607.
Hip 1454.

3z
g

AL 4168089.

TP-9A 19224.
YA-9F 20665,

8F-8A 19092,
BA-UF 22797.

tr-7Th 12062,

ON-FEAK 7A-11F 29827.

GENERATION COSTS SUMMAKY

JAN. .3, 1979-TYP-FRIDAY

NW)

COsTsScs)

18987.78
17823.67
17027.96
16962.65
17295.70
18282.10
22944 .22
29230.43
36349.92
30904.78
32660.26
29069.92
26354 .82
26845.43
25393.00
24082.2

25322.3
28925.69
285146.37
26757.51
263%3.89
22945.42
20106.75
17294.35

579654.13

248427.84
331226.29

24447y .82
335182.31

145795.33
433858.89

12.92
14.60

12.80
14.70

12.09
14.55
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TOTAL

OFF -PEAN 9F-9A
ON-FEAK 9A-9F

OFF -FEAN BF-BA
ON-PEAK BA-8BF

OFF -FEAKN 11P-7A
ON-FEAK 7A-V1F

PENNSYLVANIA ELECTRIC COMPANY
GENEKATION COSTS SUMMARY

JAN.19,1979-PEAK-FRIDAY

LOAD (HW)

1557.
1547.
1514,
15135,
1520.
1576.
1736.
1936.
2005.
2050.
2083.
2055.
1968.
2003.
1963.
1885.
1873.
1936.
1995.
1911,
1848.
1759.
1647.
1495.

43375.

19805 .
23570.

19648.
23727.

12458.
30917.

COsSIsS(s)

21244.54
21043.94
20842.81
22519.6%
22294.35
24127.59
29808.94
354688.14
37900.97
37481.10
36018.65
33096.65
30140.34
31431.41
29956.57
26832.28

26503.08 .

28048.86
31048.95
27656.99
25065.74
23944.19
23260.96
20726.27

666682.92

303402.32
363280.60

290567.09
376115.83

182608.06
484074.86

15.32
15.44

14.79
15.85

14.66
15.66

O
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FENNSYLVANIA ELECTRIC COMPANY )
GENERATION COSTS SUMMAKY

JAN. 27,1979-SATURDAY )

LOAD (HW) COSTS($) $ PER MW : )
1 AN 1340. 19470.88 14.53

2 1316. 18422.35 14.00 )
3 1286. 17864.70 13.89
4 1233. 16744.31 13.58

5 1218. 16365.114 13.44 V)
P 1236, 16615.90 13.614
7 1290. 18010.62 13.96

8 1352, 20031 .81 14.682 <)
9 1433. 23480. 31 14.52
10 1540. 26367.57 17.12

" 1591. 28077.12 17.65 )
12 NODON 1585. 27744.61 17.50
1 PN 1539. 25062.21 16.28

2 1535. 25393. 41 16.53 )
3 1508. 23569.00 15.63
4 1477. 21939.08 14.85

5 1500. 22528.94 15.02 b
6 1573. 25271.58 16.07
7 1647, 27118.39 16.77

“ 1563, 24974.96 15.98 )
9 1503. 22412.14 14.91
10 1459. 20780.43 14.24

" 1377. 18605.90 13.519 )
12 MID 1319, 17666.47 13.39

TOTAL 34391 . 524917.81 15.26 )
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TOTAL

FENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SumMakYy

SATUKDAY . FEB. 33,1979

LOAD (MU CasTscy)
1454, 18631.24
1397. 17844.06
1363. 17432.82
1337. 17097.85
1345, 17015.39%
1362, 17520.83
1399, 18127.88
1504. 19634.86
1602. 21162.06
1644, 21937.75
1674. 22550.146
1643. 21832.05
1610. 21282.51
1560. 20512.88
1514, 19721.78
1506. 19420.24
1536. 19938.54
1591. 20652.55
1646. 21886.42
1639. 21395.54
1585. 20933.86
1537, 20189.75
1456. 19149.51
1370. 17607.96
36294. 473480.46

.+ 3o ¢ eBug
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FENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SuMMARY

HONDAY FEB. 12, 1979-FEAN

i LOAD(HUW) CasTsay) $ FER M
O | AM 1532, 19384.88 12.65
2 1484. 18118.18 12.24
3 1468, 17926.97 12.24
O 4 1488. 18181.04 12.22
5 1500. 18345.88 12.23
6 1554. 19115.78 12.30
, 7 1748, 21985.47 12.58
) u 1960. 27182.25 13.87
9 2052. 31351.42 15.28
10 2077. 29954.48 14.42
" 2124, 32298.33 15.21
12 NOON 2122, 31947.90 15.06
1 PH 2059. 30699.17 14.91
2 2072. 30794.00 14.86
3 2006. 28294.40 14.10
4 1956. 27098.17 13.85
S 1971, 27257.57 13.83
6 2004. 26815. %6 15.38
7 2065. 2786% .91 13.49
] 2069. 25210.43 12.24
9 1995. 2F.455. 40 14.26
10 1942, 76462.79 13.43
1" 1802, 23019.54 12.77
12 HID 1661, 20835.18 12.54
TOTAL . 508655.80 13.61
OFF-FEAK 9F-9A 20191. 261909.39 12.97
ON-PEAK 9A-9F 24520. 34674641 14.14
)
OFF -PEAK BP-8A 20134. 259013.37 12.86 i
ON-PEAN BA-8F 24577. 3494642.43 14.23 @ '
A
OFF-PEAK 11P-7A 12435, 153893.38 12.38 . -
ON-FEAK 7A-11F 32276. 454762.42 14.09 L
« !




FPENNSYLVANIA ELECTRIC COMPANY
GENERATION COSTS SUMMARY

HONDAY ,FEB. 19,1979-TYPICAL

LOAD (MW) COSTS($)
1AM 1507, 22339.914
2 1497, 21953.90
3 1443, 21299.09
4 14414, 20871.73
5 1452, 208688.15
¢ 1512, 21818.05
. 1612, 24599.72
b 1739. 27604.00
9 16878. 316820.00
10 1910. 32806.28
1 19564. 32454.78
12 NOON 1956. 32323.52
t PM 1885. 32032.42
2 1918. 320464.52
3 1850. 31898.48
4 1820. 322465.02
5 1844. 32662.22
6 1847. 32618.74
7 1932, 334684.81
8 1937. 34349.80
9 1902. 34349.41
10 1837. 33446.35
1 1701. 290467.81 17.09 !
12 MID  1493. 24502.78 16.41 f
. ]
TOTAL 418689. 693475. 71 16.54
(N i
OFF-PEAR 9FP-9A 19132, 300203.48 15.69 i}
ON-FEAK 9A-9F 22757. 393272.23 17.28 { ; #
L)
OFF-PEAK OF-BA 19156. 302752.89 15.80 ~ l
ON-PEAK BA-8F 22733. 390722.82 17.19 a o
SR
OFF -PEAK 11P-74 11977. 178265.32 14.88 ‘ RN
ON-FEAK 7A-11P 29912. 515210.39 17.22 ’ : :
]
'
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)
1 AN
2
3
( 4
5
6
O 7
8
9
& 10
"
, 12 NOON
1 PM
2
‘. .
s
6
( 7
8
9
{ 10
1"
12 MID
(
TOTAL
(.
OFF -PEAK 9P-94
: ON-PEAK 9A-9F
OFF -PEAK BF -8A
L ON-PEAK BA -BF
(e OFF -FEAK 11F-7A
0it-FEAN 7A-11F
()

PENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SUMMARY

THURSDAY , MARCH B, 1979-TYFICAL

37076.

17036,
20040.

16974,
20105.

10481 .
26595.

cosiscs)

16583.06
15794.43
155146.688
15617.20
15881 .99
146859.37
19228.49
25827.49
281246.08
29768.26
29854. 41
2937:.79
274446.76
27736 .70
25296.465
22979.86
23135.44
23707.37
26491 .48
28047.58
246766.35
24913 .07
21611 .33
19489.20

556079.24

235430.59
3J20648.64

234090.86
321988.37

134972.62
421106. 60

13.82
16.00

13.79
16.02

12.88
15.83
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TOTAL

OFF-FPEAK 9FP-9A
ON-FEAK 9A-9F

OFF -PEAK BF-8A
ON-FEAKN 8A-8F

OFF-FEAK 11P-7A
ON-FEAK 728 11P

FENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SUMMARY

MON .
LOAD (HW)

1401.
1378.
1343,
1333,
1357.
1438.
1580,
1782,
1904.
1990.
2024,
1974.
1900.
1906.
1834,
1752.
1750.
1738.
1843.
1867.
1815.
1773,
1647.
1494.

40820.

18427.
22393.

18341,
22479.

11324,
29496.

=~ MARCH 12, 1979 - PEAK

cnsress:

18572.47
18227.72
17740.688
17569.21
17930.86
19220.03
21513.52
27066.20
32929.04
35931.01
37150.446
33445.49
2B8440.4¢6
28312.57
25212.35
23761 .80
23826.00
23655. 41
26984.14
29423.61
28253.38
27190.73
22136.74
19743.06

604237.34

259840.47
3443946.87

255164.78
349072.55

150517.74
453719.60

15.57
15.34
13.44
13.2

14.80

14.10
15.38

13.91¢
15.53

13.29
15.38

Lc 30 6 o9
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TOTAL

FENNSYLVANLA ELECTRIC COMFANY
GENERATION COSTS SUMMAKY

SATURDAY ,MARCH 24,1979

LUAD (MW

1080.
1644.
1011.

9.

978.
1602.
1041,
1138,
1257.
1327,
1378.
1375,
1351,
1313,
1304.
13086,
1306.
1372,
1397.
1387.
1350.
1283.
1219.
1119,

29311

CusTsS(y)

15098.89
14287.61
13812.88
13479.28
13380.47
13606.07
14300.92
15777.86
17531.99
194061 .01
20617.98
19968.48
19338.13
18526.74
18114.19
18064.42
18114.12
19387.96
20298. 1
20231 .52
168482.83
17417.84
16365.90
14793.85

410519 .19

LE 30 01 e¥wg
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12 NOON
PN

OFF “PEAN 9V -74
ON-PEAK 9A-9F

OFF ~-FEAKN BF OA
ON-PEAN 8A BF

OFF -FEAK VIF-7h
ON-FPEAKR TA-11F

FPENNSYLVANTIA ELECTRIC CORPANY

GENERATION COSTS SUMMAKY

MONDAY , AFRIL

LOAD(MW)

1244.
1234.
1268.
1200.
1246.
1269.
1418.
1661,
1801 .
1855.
1887.
1861 .
1852,
10884.
1849.
1781,
1808.
1809.
1806.
1798.
1770.
1718.
150 .
140,

389035.

169435.
219690.

16912,
21991,

10193,
28710,

92,1977 FEAN

costsey)

178%0.21
17690.24
17301.40
17181.35
17063.30
17840.61
20132.147
24506.20
28154.03
29841 .49
30702.07
294356.91
29244.33
29828.68
2B 72.5
25805.47
271u7. 66
27509.12
27197.53
24788.37
25342 .88
24546 .46
22110.59
17480. 91

580891 .62

243064.99
337026.63

241055.84
339837.78

144547. 70
436343.92

$ FER N

14.35
14.34
14.32
14.32
14.03
14.06
14.20
14.75
15.63
16.09
16.27
i5.82
15.77
15.83
15.24
14.49
15.04
15.21
15.06
14.90
14.32
14.29
14.08
135.088

14.93

14.39
15.35

14.25

15.45

14.18
15.20

¢ 30 11 989
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FENNSYLVANIA ELECTRIL COnFANY
GENERATION COSTS Summ, wy

SATUKDAY ,APRIL 14,1979

LOAD(MW) Cosisoy
1117, 16240.51
1058. 15350.93
1024. 14877.60
1006. 14750. 44
997. 14542.00
?95. 145%58.94
1024, 15107.59
11 6. 16451 .29
1241, 17720.5%
1.77. 186825 .18
9. 18695 .44
12176, 18407.54
Y225, 17842 .39
1196, 17376.%8
1158, 16908. 47
1162, 16402, 41
1187. 17156 .87
1161, 16896.75
1238, 17627.65
1299. 18848. 74
1313, 19098.97
1272. 18711.560
1205, 17785.49
1086, 16295.75
27718. A06077. 57

$ FEK nu

14.54
14.54
14.53
14.64
14.359
14.63
14.70
14.74
14.63
14.74
14.48
14.43
14.57
14.53
149.60
14.44
14.45
14.5
14.24
14.53
14.55
4.
14.75
15.01

14.57

(E 30 71 odwg
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TOTHAL

JEF-PEAK 9F 94
ON-FEAKN 95 9P

OFF PEAK BF-BA
ON FEAN V& OF

OFF -PEAK V98 - 7A
ON-FEAKN TA-11F

PENNSYLVANIA ELECTIKIC

GENEKATION COSTS ZUunnaky

THURSDAY , AFKIL

LOAD (MW

1233.
1218.
1208.
1196.
1209.
1276.
1395.
1563.
1668.
1693.
1678.
1639.
1567.
1628.
1576.
1481,
1494 .
14688.
1499.
1574.
1580.
1545.
1458.
13510,

35173,

16279,
188394,

16191,
18982,

10045 .
25128.

12,1979 -1YPICAL

COSTS(Y)

17637.386
17411.80
17219.03
171029
17266.97
183563, 38
20103.75
23129.35
26186.456
26450.33
25467.76
24984.64
23152.77
24535. 2%
23495.42
29533.147
21672.92
229422.78
23164.07
26587.25
27012.32
26595 .98
24556.10
20505.84

537340.59

245161 .74
291178, 85

24356987.00
290352.79

145692.05
391648.55

COMFANY

$ PER MW

14.30
14.30
14.25
14.30
14.20
14.39
14. 4
14.80
15.70
15.62
15.77
15.24
14.78
15.07
14.91
14.54
14.54
14.87
15.45
16.89
17.10
17.2%
16.84

15.72

15.28

15.92
15,41

15.25
15.3¢

14.590
15.59
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TOTAL

OFF -FEAK 9F-9aA
ON-FPEAK 9A-9P

i OFF -PEAK 8F-8A
; ON-PEAK 8A-8F

(I

OFF-PEAK V1P-7A
ON-FEAK TA-11F

FENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SUMMARY

THURS . ,MAY 10,1979 -PEAK

LOAD(NW)

1143,
1104.
1042,
1024.
1016.
1065.
1203,
1424,
1534.
1577.
1587.
1610.
1583.
1590.
1663,
15683.
1550.
1495.
1451,
14561,
1480.
1493.
1372,
1226.

33273.

145643,
18630.

14589.
184684.

B823.
24450.

COSTS(S)

15460.89
14776.66
14605.00
13794.66
13747.69
14495.80
16445.02
19787.05
21761 .60
22173.80
2999 .77
29733.49
21265.28
21590.34
23118, 20
22280.11
21507.97
20997.28
20015.80
20168.83
22243.50
22305.44
18868.13
165683.75

461152.00

202065.70
259086. 30

202547.60
258604.40

119343, 46
341808.54

13.80
139

13.88
13.84

13.53
13.98

LE 30 91 efwg
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PENNSYLVANIA ELECTRIC COMPANY
GENERATION COSTS SUMMARY

SATURDAY . HAY 19,1979

LOAD (HW) COSTS($) $ PER ny
1 AN 1026. 15076.83 “14.69 ;
2 953. 13957.10 14.65
3 949. 14155.87 14.92
5 920. 13030.16 14.16 ,
5 913. 13576.14 14.87 -
é 920. 13749.52 14.97 d
7 968. 13538.75 13.99
[¢] 1064. 14772.93 13.88
Kl 1143, 15720.18 13.75
10 12587. 18222.83 14.38 .
1" 1282. 18701.79 14.59 ~
12 NOON 1283, 19092.78 14.88 3
1 PN 1240, 18322.53 14.78 o 11
2 1200. 17546. 71 14.62 o3
3 1177, 17490.44 14.86
) 1163, 17161 .67 14.76 '
5 1172. 169968.11 14.50 «* ¥
& 1192, 17120.69 14.36 :
7 1179. 17212.05 14.40 |
2] 1125. 16182.34 14.38 ad
9 1143. 16990.29 14.86 ;
10 1187. 17837.81 15.03
1 1128. 17126.21 15.18 ‘ ,
12 MID 998. 15086.21 15.12
TOTAL 26592, 388689.93 14.67

LE 70 §1 e¥wg
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’ FENNSYLVANIA ELECTRIC COMPANY
‘ GENERATION COSTS SUMMARY
|

|

\ WED. ,MAY 30,1979-TYFICAL

¢ LOAD (M) COSTS($) $ PER MW
) 1 AN 1140, 16733.92 14.48 _‘
K 2 1103, 16104.27 . 14.60 »
3 1067. 15482.84 14.51%
4 1064. 15312.63 14.39
C s 1064. 15314. 41 14.39 o
é 1111, 16016.26 14.42
7 1263. 18074.83 14.34
C u 1450. 20641 .37 14.25 > !
v 1530. 214615.85 14.13
10 1573, 22077.62 14.04
C 1" 1401 22170.74 13.85 o |
12 NODN 1568, 21709.16 13.85 ¢
1 PN 1480. 20840.66 14.08
C 2 1550. 21967.63 14.17 .
3 1536. 21813.34 14.20
3 1481 . 21105.11 14.25
C s 1483. 21025.75 14.18 J
s 1474. 20781.74 14.10
) 7 1469. 20986.18 14.29
K b 1434, 21650.22 14.468 )
v 1438. 29171.87 14.72
10 1474. 21728.35 14.74
e " 1367. 19948.05 14.61 .
12 NID  1226. | 17976.49 14.66
C TOTAL 32946. 471689.30 14.32 =
C DFF -PEAK 9P-9A 14859. 214989 .28 14.47
) ON-PEAK 9A-9F 18087. 256760.02 14.19
C ‘ o *
OFF -PEAK BF-8A 14767. 214545.30 14.53 §
ON-PEAK BA-8F 18179. 257144.00 14.15
L = P
o
, OFF-PEAK 11FP-7A 9038. 131015.66 14.50 s
C : ON-PEAK 7A-11F 23908. 340673.64 14.25 - :
e e . i
( N \ i




FPENNSYLVANIA ELECTRIC COMPANY
GENERATION COSTS SUMMARY

SUNDAY , JUNE 10,1979

LOAD(HW) COsSTS(%) $ PER HU

1 AN 1021, 15057.75 14.75
2 972. 14230.42 . 14.64
3 931. 13747.67 14.77
4 893. 13385.23 14.99
5 are. 13100.25 14.90
L) 893. 13516.50 15.14
7 887. 13937.61 15.1
8 926. 14327.75 15.47
b4 1041, 15290.07 15.12
16 1089. 16355.74 15.02
1" 1135, 16859.55 14.8685
12 NOOW 1145, 16760.80 14.64
1 PH 1160. 16878.19 14.55
2 1164. 17182.69 14.76
3 1122, 16963.64 15.142
4 LR B N 16694.40 15.03
5 1127, 16996.59 15.08
& 1138, 16996.25 14.94
7 1126, 1691019 15.02
8 1129. 169703.58 14.97
9 1146. 17123.79 14.94
10 1196. 17684.75 14.79
1" 1209. 17450.36 14.43
12 NID 1111 16079.93 14.47
TOTAL 25521 . 380433.90 14.7

IE 30 (1 o8wg
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{ FENNSYLVANIA ELECTRIC CONFANY
GENERATION COSTS SUMMARY

FRI..JUNE 15 . 1979-FEAK

LOAD (MW) COSTS($) S PER W

' 1 AN 1133, 163335.94 14.42 .
2 1070. 15207.85 14.24

3 1054. 15001 . 34 14.23 )
- 1019, 13866 . 71 13.61
s 1042, 14118.58 13.55

s 1073. 14616.99 13.62 )
7 1187. 16374.21 13.79
u 1335. 18949.26 14.19

9 1572. 25944.39 16.51 )
10 1562, 26576.40 16.80
1" 1866. 27696.23 16.82

P 12 NOON 1505. 26217.22 16.33 )
: 1 PR 1592, 27374.25 17.19
2 1607. 27697.34 17.24

3 1608. 27778.38 17.28 ;
4 1535. 26256.69 1714
5 1518. 25246.33 16.63

é 1496. 24365.75 16.29 '
7 1483. 23744.00 16.01
it 1411, 21160.07 15.00

' 9 1387. 20360.77 14.58 .
10 1411, 20679.09 14.66
" 1371 19651 .92 14.33

( 12 MID  120%. 1664879 13.86 ;
TOTAL 32958, 511868.53 15.53

( )
OFF -FEAK 9P -9A 14448. 207395 .08 14.33

ON-FEAK 9A-9F 18490. 304473.44 16.47 |

; :

OFF -PEAK BF -BA 14203. 20180946 14.13 B
ON-FEAK BA-BF 185675. 31005%.07 16.60 I~ !
, Y
OFF -FEAK V1F-7A B8779. 122168. 42 13.92 w

ON-FEAK 7TA-11F 24479. 389700.11 16.12




PENNSYLVANIA ELECTRIC CONFANY
GENERATION COSTS SUMMARY

THURS . , JUNE 21 1979-TYFICAL

- B

LOAD(HNW) COSTS(%) $ FEK MU
1 AN 1219. 18504 .60 15.18
2 1074. 16262.70 15.14
3 1046. 158856.97 15.19
4 1029. 15742.84 15.30
3 1029. 15748.15 15.30
& 1068. 16340.23 15.30
7 1163. 17252.58 1. 83
a 1334. 19279.81 14.40
9 1445. 20773.48 14.38
10 1531, 22401 .19 14.63
1" 1568. 22854.24 14.58
12 NODN 1580, 23354.09 14.78
1 PH 1546. 23430.99 15.16
2 1550. 22893.67 14.77
3 1540. 22457.10 14.58
4 14%6. 272053.95 14.74
5 1509. 22359.03 14.82
6 1484. 22921.58 14.91
7 1467. 21408.02 14.59
8 1416. 205644.37 14.5
9 1431, 21224.46 » B3
10 1444, 21480.83 1404
1" 1355 20484 .29 15.12
12 NID 1209. 18213.07 15.06
TOTAL 32535. 483169.24 14.85
OFF -FPEAR 9F-9A 14415. 215966 .55 14.98
ON-PEAK 9A-9F 18120. 267202.69 14.75
OFF -PEAK B8F-8A 14401. 216417.53 15.03
ON-FEAK BA-B8F 18134. 266751. 1N 14. 0
OFF-FEAR 11F-7A 8837. 133951.143 15.16
ON-PEAK TA-11F 23698. 349218.10 14.74

LE 3° 61 wBeg




PENNSYLVANIA ELECTRIC CONFANY
GENERATION COSTS SUMMAKY

WED. ,JULY 14 1979 TYFICAL

COSTS($) $ FER MW )

LOAD(MW)

1 AN 1053. 1578048 14.99 ) ]
2 1003. 14804.24 14.76
3 784. 14787. 41 15.03
4 976. 14775.13 15.14 )
s 983. 15166.21 15.43
o 1003. 15277.97 15.23
7 10684. 164190.32 15.14 )
8 1272. 18305. 71 14.39
9 1408. 20484.62 14.55
10 1461, 21458.89 14.69 )
1" 1497. 29829.15 14.58
12 NOON 1533, 22%58.98 14.72
1PN 1523. 22622.70 14.85 )
2 1541 . 22482.45 14.59
3 1492, 22658.72 15.19
Kl 1500. 23034.30 15.36 ’
s 1495. 23022.03 15.40
6 1445. 24779.82 15.07
7 1400. 20933.67 14.95 )
5} 1364. 19964.19 14.64
9 V3. 19871.32 14.49
19 1396. 20263. 78 14.52 )
1 1327. 20645.23 15.56
12 MID  1162. 17440.42 15.01

TOTAL 31273. 460366.04 14.91



r
L ®
) PENNSYLVANIA ELECTRIC COMPANY
GENERATLON COSTS SUMMARY |
J SUNDAY , JULY 15,1979 )y
'
LDAD (MW ) COL'S($) $ PER MW . !
’ . . = - = = = saazo g e L4
|
1 AN 982. 16010.11 “16.30 |
’ 2 912. 14714. 064 16.13 )
3 698. 14522.43 16 17
4 872. 14234.49 16.32 |
4 S 869 . ) 14480.63 16.29 )
6 845. 14057.13 16.564 |
. 7 848. 14075.67 16.60
8 896. 13590.43 15.28 )
9 967. 13715.64 14.18
10 1056. 15110.95 14.34
i 1089. 15551 . 41 14.28 )
12 NOON 1114. 15797.93 14.18 q
1 FH 1140. 161006.81 14.13
L2 2 1422, 15966.30 14.23 )
3 1085. 15871 .34 14.63
q 1069. 15530.42 14.53
\ 5 1078. 15777.93 14.64 )
5 1090. 15785.49 14.45
7 1096. 15594. 25 14.23
L u 1081 . 15130.62 14.00 )
9 1101 . 16323.2% 14.83
10 1169. 17030.82 14.57
1 1163. 18436.37 15.85 )
12 MID 1033, 16891 .77 16.3% f
> TOTAL 24595. 370389.24 15.06 )
( _ )
| p : .)

C
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-
CYVDNDPUNSWN -

-
-

Fn

-
VENOVBLUN=-N

10
"
12 HID

TOTAL

OFF -PEAK 9F 94
ON-FEAK 94 9F

OFF -FEAK BFP OA
ON-FEAK BA OF

DFF -FEAN 11V T7A
ON-FEAN 7A 11P

FENNSYLVANIA ELECTRIC COMPANY

GENERATION COSTS SUMMAKRY

MON. , JULY 16,1979 FEAN

1579.
1567.
15%8.
1510.
1434,
142y
1967.
1418,
1267.

2913,

14047,
18844,

130406,
18873,

H442.
24941,

COSTIsS(y)

17096.26
17639. 69
17057.46
17334.40
17278. 61
17515.82
17967.93
19797. 46
22456.19
24290.84
25504.19
26681.46
26530.40
27005.10
25719.84
26095.16
25550.66
23811.42
23242.54
29929 .47
22917.68
22731.78
23859.15
20038. 62

529051 .60

230475. 498
298578.12

230434.98
2909616 .4863

141928.91
387122, 70

16.38
15.084

16.41
15.82

16.81
15.82

-

S

-



PENNSYLVANIA ELECTRIC COMPANY
GENERATION CUSTS SUMNARY

SUNDAY . AUG. 5.1979

LOAD (MW) COSTS($) $ FER MW )
1 AN 995. 18690.73 “18.78 y |
2 948. 18226. 44 19.23 :
3 910. 17840. 30 19.60 -
. 884 17635. 41 19.95 _®.
s 870. 17796.27 20.48
s 861 . 17740.82 20.60 '
7 869. 17952.04 20.66 y |
8 918. 18505 . 34 20.27 d
9 998. 18961 .39 19.00 \
10 1062. 18488. 55 17.41 )

" 1105, 19251.27 17.42 ;
12 NOON 1131, 19496.54 17.24 i
1 PM 1142, 19755.5% 17.30 )

2 1136. 19746.00 17.38
3 1099. 19408. 38 17.66
. 1114, 19595.74 17.59 y
5 1123, 19709.54 17.55
6 1138. 19859 .98 17.45
7 1138, 19769 .73 17.39 \
8 1129, 19841.16 17.57 ;
9 1147, 20162.469 17.58 J
10 1195, 20950. 01 17.53 ,
1" 1228. 22917.78 18.66
12 HiD 1144, 21333.5 18.65
TOTAL 25284, 463758.14 18.34 '

LE 30 g7 oBvg
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’
FENNSYLVANIA ELECTIKIC CUMFANY
GENERATION COSTS SUMMAKY
. )
HON. . AUG. 6,1979 TYPICAL
: LUAD (MW) COSTS($) $ FER MW )
l & 1AM 1083. 19280.19 17.80 )
2 1055. 18474.07 17.70
3 1057. 168537. 39 17.54
PO q 1045. 18552.43 17.75 )
5 1032, 1890644 18.32
6 1082, 19016.44 17.58
O 7 1159. 19848.50 17.14 )
8 1356. 21340.40 15.75
9 1509. 24149.50 146.00
. 10 1592. 256846 .13 16.13 )
1 1453, 27921 .42 146.89
12 NOON 1673. 28833. 39 17.2
1 FH 1639. 28878.47 17.42 )
2 1453. 30480. 21 16.44
3 1616. 31126.92 19.26
{ q 1580. 29553. 48 18.70 )
5 1546. 29827, 34 19.05
6 1528. 27890.32 16.25
: 7 1502. 27407.44 18.25 )
H 1454. 25535.88 17.56
9 1429. 24471.86 12.27
L 10 1495. 26177.90 17.51 )
1" 1399. 29352.19 18.12
f 12 MID 1238, 21765.43 17.58
L )
: TOTAL 33395, 58945415 17.45
(W] )
OFF -FEAN 9P 94 14910. 51464127 17.34
ON-FEAK 9A-9F 18885, 337/812.87 17.89 '
B y
|
OFF FEAN BF 8A 14430. 252163. 44 17.47 ! &
O ON-PEAN 8A-8F 18965, 337290.50 17.78 g
<

( OFF -FEAN 11F-7a a75y. 154401 .09 17.67
v ON-FPEAK 74-11F 24444, 434853.05 17.65




-
- OVODNONSWN -

-

CENDPVIWN=-N

FH

-
<

11
12 MID

TOTAL

OFF -PEAN 9F -9A
UN FEAKN 94 9F

OFF FEAKN OF A
ON- FEAN Bf-8F

OFF -FEAN 11F-7A
ON FEAKN 7A-11P

FENNSYLVANIA ELECTIRIC

COMPANY

GENERATION COSTS SumMMaARY

MON.  AUG.

LOAD(MUW)

103,
1028.
1006.

v74.

¥80.
1034,
1165.
1332.
1523.
1610.
1693.
1719.
1655.
1665.
1622,
1564,
1575.
1527.
1508.
1499.
1547.
1506.
1381,
1262,

33444,

14242,
19202,

14266.
17178.

8440.
24964.

27,1979-FEAK

cCosisay)

146783.00
16240.24
15568.87
14713.55
14800.48
15689.38
18732.69
22127.45
26864.05
30058.05
33920.30
35287.28
33326.81
33114.068
31178.02
J0568.44
30913.34
28706.82
27684.084
27500.34
28475.463
27502.85
25792.42
24410.52

6099564 . 468

239225.88
370738.80

J40837.446
369127.22

1369308 .91
473025.77

16.80
19.51

16.88
19.25

16.15
18.95
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FENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SUMMAKY

THURS . , SEFT.

LOAD(HW)

AR 1174,
1126.
1094,
1088.
1096.
1128.
126Y.
1458,
1587.
1642,
16462,
NOON 1682,
Fn 1646,
1670.
1645,
1614,
1638.
1587.
1548.
1538.
1622.
10 1556.
" 1441
12 HiD 1290.

-
“OUOVONOVS WN-

-
VNV WN-N

TOTAL 34794.

OFF -FEAN 9P 94 15299.
ON-FEAR 9A-9F 19495,

OFF -FPEAK BF -BA 15334,
ON-PEAK B8A 8B 19450.

OFF -PEAR 11P-7A 9257.
ON-PEAK TA-11FP 25537,

Cosiscy)

19281 .98
17469.64
16399.22
19010. 38
19059.95
19903.18
19343.55
23932.92
26521 .62
28240.43
28390.29
28255. 4
28570.68
20 466.28
29555.65
28994.72
30532.00
28529.93
26923.89
26231.63
27988. 32
264256.90
22125.43
22492.06

593646.06

251986.82
3415679.23

253433.53
340212.53

152959 .95
4430886. 11

&6, 1979 -FEAK

16.47
17.53

16.53
17.40

16.52
17.28

1L 30 97 whwg
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“~COVNOCVS WN-

—

NV BUWN=-NR

L)

10
1
12 nid

TOTAL

OFF-FERN 9F- 95
ON FEAK 9A-9F

OFF -PEAK BF - B8A
ON PEAK B8R UV

OFF-FPLAK VP - 1A
ON FEAK 7A-11¥

PENNSYLVANIA ELECTHIC CONFANY
GENERATION COSTS SUMNAKY

THURS . , SEFT.

LOAD(HW)

1128,
1053.
104y
1043.
1039.
1103,
1271
1478.
1545.
1602,
1598.
1577.
1551
1559.
1547.
1489.
1539.
1484.
1475.
1561.
1554.
1479.
1368,
1207.

33294 .

14755,
18535,

14764.
18527,

ouus .,
24406.

27 49719-TYFICAL

COsIsS(Y

18703.45
16699.81
16547.346
16851 .93
16513.18
18182.85
22535.01
28455.02
31334.82
33331.20
31870.92
3118719
31308.17
30724.19
30826 .48
28613.87
304u8.92
30305.62
29821.50
32278.64
334351.99
31308.16
27003.44
235052.83

6415756.53

267387.04
374188.69

267485.01
372091 .52

149085 . 41
4V2490.12

$ PER My

16.58
15.86
15.90
16.16
15.89
16.48
17.73
19.39
20.2

20.81
19.94
19.78
20.19
19.7
19.93
19.22
19.89
20.42
20.22
20.68
21.51%
29.47
19.74
17.10

15.27

18.12
2049

10.29
20.08

16.78
20.18

3o L7 w8wg
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FENNSYLVANIA ELECTRIC COMPANY
GENERATION COSTS SUMMNARY

SUNDAY ,SEPT. 30,:979

LUAD(HW) Cosis(y) $ FER Mo

1 AN 929. 17560.79 18.90

2 893. 17167.82 19.22

3 €535. 16809.18 19.48

“ 835. 16676.44 19.97
S5 837. 17220.98 20.57

= é 824. 17261.03 20.935
' 7 ass. 17954.39 21.900
8 898. 17794.70 19.82
9 ?683. 17700, 18.04
10 1061 . 19290.94 18.18
1" 1099. 20064.%6 18.26
12 NOON 1137, 21392.37 18.81
1 PN 1143, 21434.39 16.75

2 1117, 20482.54 18.34

3 1087. 19897.55 18.31

4 1068. 19506.29 18.26

5 1092, 19872.06 18.20
) 1092. 19897.688 18.22

7 1104, 203008.446 18.40

] 1184, 22239.05 18.78
9 1191, 22143 .44 18.59
10 1168, 21406.25 18.33
" 1134, 20463.98 18.09
12 mid 1082. 18290.50 16.90
TOTAL 2461735, 462832.57 18.74

(£ 30 8T v
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()

- -
VENDODUMAUWUNN“DODVNORS W -

.‘E
x

16
1"
12 NID

TOTAL

OFF -FEAK 9P-9A
ON-PEAK 9A-9F

OFF -FPEAK BP-8A
ON-FPEAK BA-B8P

OFF -PEAK 11F-7A
ON-PEAK TA-11FP

FENNSYLVANIA ELECTIRIC COMPANY
GENERATION COSTS SUMMARY

TWURS. . 0CT.

16374.
20278.

16326.
20323.

9953.
26696.

25,1979 -PEAK
CosTs(s)

19530.43
19225.67
18817.81
18586 .94
18637.16
19527.32
22359.9¢
26458.78
208998.34
28032.63
28244.59
27946.92
27233.69
28234.50
26974.07
26636.16
£6685.92
26976.59
28798.5¢
27703.92
26765.74
25997.17
23920.61
21427.80

593743 22

263507.93
330235.29

261275.33
332467.89

158133.03
435610.18

16.10
16.29

16.00
16.346

15.89
16.32

~

9

J
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VRN VB WN N> DODNO VS WN -

"
12 nID

TOTAL

FENNSYLVANIA ELECTRIC COMPANMY
GENERATION COSTS SUMNARY

SUN.  NOV.
LOAD (MM)

1024.
974.
964.
943.
942,
948.
v69.

1043,

1150.

1217,

1245,

1274.

1283,

1274,

1237.

1239.

1264.

1342,

1371,

1348.

1329.

1311,

1238.

1183,

28172,

11,1979

COsSTS(Y)

1711 7. 70
16546.06
16428.77
16005 .89
16689.58
17391.95
17493.55
17516.54
18720.80
194685.35
19883.15
26208.680
20240.97
20534.83
19993.96
20077.55
20323.79
21118.93
21340.74
20828.17
26931.20
20640.24
197469.84
19628.62

458341.03
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FPENNSYLVAMIA ELECTRIC CONPANY
GENEKATION COSTS SUMMARY

HON. . NOV. 12 1979-TYFICAL

O

O

C)

LOAD(hW) COSTIsS(y) $ FER M

1 AN 1138. 17608.33 15.21

2 1112, 16947.64 15.24

3 1096. 16714.09 15.25

4 1089. 15933.34 14.63

3 1110, 16160.51% 14.50

& 1168. 16835.16 14. 49

7 1320. 20043.83 15.18

8 1548. 22960.53 14.83

9 1653. 25022.33 15.14

10 1723, 28376.07 16.47

1" 17ma. 25839.80 15.09

12 NODN 1681%. 24933.54 14.83

1 Pn 1631, 24123.69 14.79

2 1616. 23376.15 14.47

3 1556. 23902.97 15.36

4 1519. 23304.75 15.34

3 1554. 24419.97 5.

& 1672. 25794 .23 15.43

7 1683. 256843.23 15.36

8 1655. 26009.56 15.7

9 1610. 24532.91¢ 15.24

10 1541, 237197.9% 15.44

1 1445. 22470.20 15.55

12 NID 1341 20833.23 15.54

TOTAL 35193. 535713.98 15.22

OFF-FEAK 9F-9A 13581. 235269 .11 15.10

ON-FEAK 9A-9F 19612, 300444.87 13.32

OFF -PEAK BF-BA 15538. 234779.69 15.114
ON-PEAK BA-BF 19655. 300934.29 15.3% -
OFF-FEAK 11F-7A 9394. 141018.14 15.014 w
ON-FEAK TA-V1FP 25799. 394695.684 15.30 :
)
\:‘



&
FENNSYLVANIA ELECTRIC COMPANY
GENERATION COSTS SUMMARY
L ]
THURS . ,NOV .29, 1979-PEAK
(J LOAD(MW) COSTS($) $ PER MW

O 1 AN 1296. 20806.93 16.05
2 1253. 20172.38 16.10
3 1225. 19845.48 16.20
Q 4 1229. 20083.74 16.34
5 1276. 20758.10 16.27
& 1320. 21473.23 16.27
O 7 1490. 24455.49 16.44
8 1678. 27342.85 16.31
9 1774. 31330.82 17.66
& 10 1814, 33193.94 18.30
11 1805. 32220.59 17.85
12 NDON Y792. 31596.49 17.63
O 1 PN 1766. 30296.69 17.16
2 1813. 31993.91 12.65
3 1794. 31312.43 17.45
) B 1740. 294648.24 17.04
5 1810. 32047.19 17.7
4 1903. 34898.11 19.39
(, 7 1895. 35544 .21 18.76
8 184:. 34657. 414 18.%6
- 1816. 33288.466 18.33
10 1754. 30775.07 17.55
11 1628. 27836.74 17.10
” 12 MID  1440. 24107.67 146.74
TOTAL 39178. 681703.37 17.40

G
(FF-PEAK YP-9A 17363. 289008. 48 16.65
ON-PEAK 9A-9F 21815. 392494.89 18.00

O
OFF -PEAK BP-BA 17405. 29094646.33 16.72
(s ON-PEAK BA-BF 29773. 390737.04 17.95
O OFF -FEAK 11P-7A 10529. 171703.01 16.314
ON-PEAK TA-11F 28649. 510000.37 17.80

1§ 30 wE e%%d
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TOTAL

OFF -FEAK

YF-9In

ON FEAK 96 9F

OFF FEAK
ON-FEAK

ar -8n
L -

OFF - FESK 1P A
ON-FEAN 7R 11F

PENNSYLVANLA ELECTRIL
GENERATION COSTS SUnnak)

FiI.

LOADNW)

1249.
1220.
1181 .
1195,
1170.
1278,
1471
1681 .
1774.
1824,
1827,
1814.
1775.
1798.
1724,
1645.
17540,
1768.
y752.
1698.
1645,
1580.
14562,
1307.

37591 .

165608.
21023,

186917,
29472,

10051 .
27549.

,PEC.

1,4979

COSTIS($)

1B8/S. 78
188601 .73
180556. /8
18004.67
178560.85
19573.06
22944.79
32611.38
37507.649
349562.83
32133.60
29770.63
28546.70
29354.814
26742.32
24239.68
27545.54
273467.85
26532.20
25991 .04
23697.12
22787.92
21342.25
19154.5%

H04224. 710

2673358.42
3356086 .29

253527.89
35058%6 .82

153009 .23
451135 .49y

COME ANy

FYFIEa

3 PER nu

15.49%

15.26
15.350
15.3¢
15.27
15.32
15.60
19.40
20.91

19.17
17.59
16.414

16.08
16.33
15.49
14.74
15.73
15.48
15.14
15.51

14.9

14.42
14.60
14.68

16.97

16.14
16.02

19.44
16.58

15.23
16.38

. e g ———
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FENNSYLVANIA ELECTRIC COMFANY
GENERATION COSTS SUMMARY

SUNDAY ,DEC. 99,1979

LOAD(HW) COSTS(%) $ FER MW
1 AN 1195. 18027.06 15.09
2 1152, 17317.09 15.03
3 1122, 16759.95 14.94
4 1095. 16426.30 15.00
S 1097. 16379.26 14.93
6 1137. 17033.54 14.98
7 1162, 17433.48 15.02
8 1209. 18241 .08 15.09
9 1298. 19689.14 15.47
16 1373. 21349.80 15.55
" 1402, 20913.08 14.92
12 HOON 1425. 20922.24 14.68
1 FH R EL N 210462.56 14.69
2 1422, 21030.76 14.79
3 1373. 20190.52 14.74
4 1372, 20499.465 14.94
3 1438. 22113.94 15.38
6 1508. 23305.02 15.43
7 1569. 227014 .27 15.04
-] 1476. 21804.13 14.83
9 1453. 21749.08 14.97
16 1428. 21798.11% 15.26
1" 1362. 20677.87 15.18
12 NID 1274. 19092.92 14.99
TOTAL 31710, 476537.81 15.03

o — — . —
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FENNSYLVANEA LLECTRIC CORFRNY
DENERATION COSTS SUnRaRY

HOM. . DEC .V 7 9279 FLah

LOAD(HW) COSIS(Y) 3 VER MW
' AN 1282, 180349.59 14.5
2 1261, V7070 .44 14149
3 1289, 18387 .63 14.27
4 1287. 10322.35 14.24
5 1308. 18771.42 14.35
) 1400. 29816.15 15.49
7 1583. 260872.77 16.98
t] 1821 . 41004.80 22.52
9 1930. 47650.38 24.69
10 1970. 47813. 34 PSR <
" 2037 wvi72.10 24.70
e muun 2013, 4u937.69 29.5
1 FM 1969. 47150.02 23.9%
2 1974. 47434.89 24.03
3 174y 48096.04 24.78
K 1894. 44585.47 23.54
5 1961. 47895.96 24.42
&6 1959. 4/071.07 294.03
7 2024, 51147 48 25.27
8 2005, 505%06.06 25.19
9 1961, A7835. 11 25.4%
10 1703. 447108.47 23.50
i 1750. 35769.33 20.44
12 MiD 1569. 28035 .18 17.87
TOTAL 42114, P20264.6Y 21.8%
OFF -FEAN 9F-9A 1037 . 3375986.91 18,35
ON-FERK 96 9F 23725, 582568 .18 29.56
OFF -FEAK OF Oa 10422, 357701 .29 10,99
ON-FEAN B8R OF 23592, S80405.45 L4.50
OFF -FEAK VAF -7/ 10987, 1608453.53 15.33
ON-FEAK TA-11F 30120, 51811 .16 29415
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COMPUSTIE AVERNCE REVENJE PER MW

YENR WL Wt
Company 1978 1977 1976 1975 1974 V9i3 1972 1970 1970 1969 iui’(‘l',l;‘-
Metropolitan faison Col’  $38.66 $40.59 $37.02 $37.04 $32.88 $24.02 $22.87 $21.01 $17.06 $15.11 ¢70;7[ 9%
pennsylvania Electric Co.  38.95 37.01  33.05 3).42 26.93 23.07 21.86 21.30 12.51 17.02 Y300 73
Conbined 38.83  38.9G  34.69  33.71  29.51  23.59 22.32 2107 12.30 16.16 Y2.27 |60
Jetsey Central PAL Co. 41.66 47.15 40.83 36.98 34.87 24.81 23.66 22.42 20.0  0.35 5155 |53
Duquesne Light Co. 44.00 36.09 33.14  32.17  24.94 19.07 18.5 17.95 15.79 la.43 459 218
pennsylvania PAL Co. 36.16 34.78 31.28 28.04 24.71 20.58 20.16 18.98 11.14 16.25 37,5 13|
Philadeiphia Elec. co. @ 44.20  42.93 38.66 38.35 34.03 24.40 23.19 20.34  11.86 16.02 ¢7.0 [§}
vest Peon Power Co. 31.80  26.19  24.41  26.50 20.56 15.50 14.67 14.58 13.74 15.50 3o.9 |3

sources: For 1969 through 1977, U.S. Federal Power rcmnission/Deparlment of Energy Statistics of
privately Dwned Electric Utilities In the United States.
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Met-Ed/Penelec Exhibit J-C1
Witness: E. F. Carter

Page 1 of 3

METROPOLITAN EDISON COMPANY
(I-79040308)

COMMISSION DATA REQUEST - 3/24/80

Request:
"Should be placed in record on Wednesday, March 26, 1980.

1. Assuming TMI-1 is removed from rate base, and assuming
alternatively that (a) base rates are not reduced and deferred energy
costs are amortized through base rates, and (b) base rates are reduced
and deferred energy costs are amortized through a uniform increase in
the energy costs rates, describe the differences in the assumed alterna-
tive recoveries in terms of the relative recovery from the different
classes of customers.

2. If the energy cost rates are increased, what are the per-
centage revenue recoveries by customer class?

3. If the present base rates are reduced, what are the per-
centage reductions in revenue recoveries by customer class?

4, 1If the annual base rate jurisdictional costs of T™I-1 for
Met-Ed are assumed to be $26.9 million, and the base rates are reduced
by that amount:

(a) what would be the effect for the average non-heating
residential and the average heating residential customer?

(b) if, further, the energy cost rates were increased by
an equivalent annual amount, what would be the net effect for
the average non-heating and heating residential customer?"

Response:

p—
'

Item Respond orally making reference to Met-Ed/Penelec

Exhibit J-4 and pages 2 and 3 of this exhibit.

ro
i

Item

Item 3

Refer to pages 2 and 3 of this exhibit.

[tem &

Refer to pages 2 and 3 of this exhibit in conjunction
with Met-Ed/Penelec Exhibit J-22.

Refer to page 2, column 3 for distribution of recovery.




METROPOLITAN EDISON COMPANY

Forecast 1980
(Official Budget)

Page 2 of

Rate Sales(l) Base Revenues
Classification GWH Percent Amount Percent
(1) (2) (3) (4) (5)
Residential
Total Electric 816 9.97% $ 29 633 249 10.77%
Other 1 816 22.17 79 806 443 29.02
" Total Residential 2 632 32.14% $109 439 692 39.79%
Commercial 1 677 20.48 61 461 287 22.35
Industrial 3 469 42.35 90 597 026 32.94
Street Lighting 41 0.50 3 097 266 1.53
Other (includes Borderline) 153 1.87 4 917 369 1.79
Total Retail 7 9712 97.34% $269 512 640 98.00%
FERC Sales for Resale 218(2) 2.66 5 499 360 2.00
Total Company 8 190 100.00% $275 012 000 100.007%

Notes: (1) Per Met-Ed/Penelec Exhibit H-1l.

(2) Per Met-Ed/Penelec Exhibit B-1-l, page 3 of 9, line 6.

3

(3) Per Met-Ed/Penelec Exhibit B-1-1, page 1 of 9, column 3, line l.



METROPOLITAN EDISON COMPANY

R.I.D. 170 & 171 Rate Base Allocated Class
Supp.4l Increase Over Supp. 22(1)’ Index To Customer Classes(3) Rates
Rate Increase to of Awount Percent of
Classification Amount Percent (2) Class (1) Col. 4 ($-000) of Total Return
(1) (2) (3) (4) (5) (6) (7) (8)
Residential
Total Electric $1 .72 879 9.2% 13.383% 1.339 $ 72 596 11.076% 9.2%
Other 5 655 884 33.2 9.699 0.970 206 939 31.572 9.7
Total Residential 7 228 763 42.47 10.317% 1.032 $279 5-5 42.648% 9.6%
Commercial 6 601 437 38.8 9.425 943 263 900 40.262 10.1
Large Industrial 2 522 622 14.8 11.577 1.158 78 013 11.902 9.8
Street Lighting 119 153 0.7 4.086 0.409 10 447 1.594 10.3
Other 497 528 2.9 10.057 1.006 23 560 _3.594 9.8
Total Retail $16 969 506 99.6% 9.996% 1.000 §655 455 100.000% 9.8%
Forfeited Discount 68 740 0.4 9.917 0.992
Total Jurisdictional $17 038 246  100.0% 9.996%

Notes:

(1) Per compliance filing at RID 170 & 171 "Proof of Revenues" implementation of $17,720 246
Step 2 final increase ($17,038,246 retail amount).

(2) Distribution of the increase between rate classes.

(3) Per RID 434 compliance filing.

€ 30 ¢ @%eg



Met-Ed/Penelec Exhibit J-22
Witness: E. F. Carter
i Page 1 of 5

METROPOLITAN EDISON COMPANY
» (1I-79040308)
Annual Impact of Proposed 6.9 Mills/kWh
Increase in the Energy Clause Adjustment Factor for

Various Residential Average Use Customers

Class of Customers

Page 2 - Residential No Water Heating
Page 2 - Residential with Restricted Water Heating
. Page 4 - Residential Heating with Restricted Water Heating

Page 5 =~ Restricted All Electric



HETHOPOLITAN EDISON COMPANY i 7
~ COMFARISON OF FRESENT AND PROFPOSED RATES ! R ' 8
FUOR AN AVERAGE CUSTOMEK 1 . ‘
K5 NO WATER HEATING

~
c:
EHERLY = FRESENT REVENUVE ______  _ FROPOSED REVENUE ____ _ BASE INCREASE OVERALL INCREASE l
(M) BASE ENERGY NET BASE ENERGY NET AMOUNT FPERKCENTY AROLUNT FERCENT r
rElmw T LR ®4=D43m ES e RS RN w7=S460 *J=%-2n "7=H/In *I0=7-4% i1 =10.4n :.;
]
Jan 19 473, 22,60 4.454 28.50 22.60 7.72 31.88 0.0 0.0 3.30 11.9
Fep 3%, 22.83 .39 20.80 22.83 7.81 32.22 0.0 0.0 3.42 $%.9 p -~
Hk 456 21.99 4.10 27.18 21.59 7.29 30.37 0.0 0.0 3.49 1.7
AP 449. 20.75 3.91 26.11 20.76 65.95 29.15 0.0 0.0 3.049 1.6
HaY 573, 13.40 3.28 22.63 18.10 5.84 25.19 0.0 0.0 2.5%6 4.3 il
i 02, 17.4% 5.54 24.906 19.19 6.29 26.8% 0.0 0.0 2.7% 11.4
Jih 435, 20,456 3.849 25.72 20,45 45.83 28.71 0.0 0.0 2.99 11.6
MG 499, 22.564 4.35 28.%8 22.6%4 7.13 31.94 0.0 0.0 3.308 11.8 -
SEP 515, 23.35 3.5 29.48 23.35 8.03 33.00 6.0 0.0 3.52 11.9
(1 43%. 20.43 3.83 25.67 20.43 4.0 28.865 0.0 0.0 2.98 1.6
Hov 413, 19.50 3.63 24.59 19.50 6.47 27.43 0.0 0.0 2.084 11.5 -t
peEC 435 2043 3.83 25.87 20,43 6.814 28.65 0.0 0.0 2.98 1. ‘
L4035, 291.98 47.58 316.97 291.98 84.58 354.00 0.9 0.0 37.03 9.9 4;
BOTE  HET REVEAUE INCLUDES A TAX SURCHARGE of 6.92% -~
NOTE: PRESENT ENERGY = 8.8 MILLS/KWH, PROPOSED ENERGY = 15.654 MILLS/KWH ;
PRESENT SUMNER KaTE w ?
*hWH BLOCKSx SHATE FLOE RS
MINIMUH B o 4.1500, '}
FIRST . _AT_ 0.0 AT {
OVE R . AT VL0375 /KW i
!
PRESENT WINTER Kalt o H
b >
L3
SEUH BLOCKS s SHATE BLOCKESw e 3
HINTHUN B 1Y 41500, o !
FIRST Ve AT 0.0 R " wl
HEXT P9?. _hi_ 0.0375 KUl - :
OVE K 1000, _AT. O.O375 KUl :
!
) H
e
~
'
J:
'
!
-~ {



HMETROFOLITAN EDISON COMPANY
COMFAKISON OF PRESENT AND FROFOSEL. KRATES 3
FOR AN AVERAGE CUSTOREK »
RS WITH RESTRICTED WATER HEATING

o
ENERGY FRESINT KEVENVE _____ . _____ FROFPDSED REVENUE ____ _ HASE INCREASE ODVERALL TNCREASE G
CHWMY BASE ENEKUGY NET BAS ENERGY NET AMDUNT FERCENT AMODUNT FERCENT
cnlew s lnn e iem ®y=i 3 wrtian RN AT Sebm “P=5-2n KP=3/2% )07 -4n w1110 4y
AN 79 8a%. 32.84 .19 42,92 32.856 132.85 . 48.98 0.0 0.0 6.08 14.14
Fi R P09, 335.57 7.94 43.85 33.57 14.15 50.049 0.0 0.0 6.49 14.1
i 8435, 32.09 7.59 a1 .69 32.09 13.59 47.77 0.0 0.0 5.92 14.14 -
LARL B2y, 30.%7 7.2% 39 .94 30.%57 12.90 5.59 0.0 0.0 5.659 19.1
Wl ETE 25.49 5,09 33.20 25,40 10.74 37.90 0.0 0.0 4.70 14,2
RO 6, 26.52 5.30 33.88 24.952 11.2% 37.57 0.0 0.0 4.7 14 .2 =
A 735. 27.24 6.47 3%.40 27.24 11.59 30.649 0.0 0.0 5.09 14.2
S 770, 29.55 5.0 37.3% 28.5% 12.05 42.58 0.0 0.0 $.27 14.1
Sey 166. 28, 40 65.749 37.11% 23,40 1.9 ' 42 .34 0.0 0.0 5. 2% 19.14
Ly i3 256.79 6.3 35.00 25.79 11.32 37.946 0.0 0.0 4.96 19.2
H iz, 25.37 3.727 3448 26.37 19.45 37.34 0.0 0.0 4,48 Vg,
pErC P&T. 28. 49 &£.79 37.156 6.4 12.0 42.42 0.0 0.0 5.2¢ 14.2 -
351 . 345,75 B7.30 453,06 395.79 144,39 557.%5 0.0 0.0 59.07 14.)
P0G T FEVEHUE THCLUDES A TaX SURCHAKGE OF 6.923
NOTE: PRESENT ENERGY = 8.8 MILLS/KWH, PROPOSED ENERGY = 15.654 MILLS/KWH -
PRESEI'T  SUMMER KATE
®lWH BLOCKS % PEATE BLDCESw
MINITHUN O o $ 4.1500,
FIKET 1. _AT 0.0 NI -
NEXT 199, _AlT_ 0.0375 Ul
NEXT 00, _AT_ 0.02:4. 161
OVER S00. _AT_ 0.0275% LU -
1y
PRESENT WINTER ATL -+ -
L=
*EWH BLOCKSw *RATE BLOCKS» °
MINIHUN o 4 4.1560 ., ™~ o
FIRSY . AT, v.0 SR o
NEXT 199, _Al. 00375 KUM
NEX | A00. _AT . 9.0744. 080
HE X1 B800. _AT_ 0.0375° b4
OVE K 1900, _AT_ 0,055 WK
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Public Meeting held April 20, 1978
Harrisburg, PA 17120

Commissioners Present:

Louis J. Carter, Chairman
Robert K. Bloom

Helen B. 0'Bannon

Michael Johnscna

W. Wilson Goode

A. 100548 - Application of Metropolitan Edison Company, Pennsylvania
Electric Company, and Jersey Central Power and Light Company for approval,
pursuant to Sections 202(e) and 701.1 of the Publicz Utility Law, of an
agraemnant providing for transfer and acquisition o undivided interasts
in nuclear generating units undar coastruction known as Thrae Mile Island
Station Unit No. 2 and Forked River Station.

ORDER
BY THE COMMISSION:

On August 3, 1977, Metrcpolitan Ediscon Company (MetEd),
Reading; Pennsylvania Electric Company (Penelec), Johnstown; and Jersey
Central Power and Light Company (Jersey), Morristown, New Jersey; filed
with this Commission, pursuant to Section 701.1 of the Public Utility
Law, 66 P.S. §1271.7, a revised agreement dated July 27, 1977, providing
for (a) the transfer by MetEd and Penelec and the acquisition by Jersey
of undivided interests aggregating 407% in the Three Mile Island Station
Unit No. 2 (TMI-2) which is essentially completed and scheduled to go
into service in June 1978, and (b) the transfer by Jersey and the
acquisition by MetEd and Penelec of undivided interests aggregating
50% in the Forked River Station (FR) which is under construction and
scheduled to go into service in 1983 or later.

Pursuant to our staff's requests for further information,
the applicants furnished ninety-five (95) exhibits which we deem
supplemental to, and a part of, the application.

Our evaluation of the instant application is concerned with
its affects on the ability of MetEd and Penelec to provide adequate,
econonic, and reliable service to the consumers of the Commoawealth.

We are of the opinion that the impact of the agreement would be adverse
to the public interest.



Adeguacte Service

The application establishes tha:t MetEd and Penelec ara winter-
peaking companies, and that the General Public Utilities (GPU) system
is forecast to be winter-peaking starting inm the wia ~r of 1979-30.
Applicants' Exhibit No. 4 indicates that under the proposad transfer of
interests in TMI-2 and FR, the estimated reserve capacity margin of MetEd
would fall to nine percent, and Penelec to zerc percent, in the winter
of 1982-33. Should completion of Forked River Station be declayed, it is
srobable that the companies would be faced with the problems attencant
wirth negativ: reserve capacity macsgins in the ansuing wintars yntil such
time as the station should coma iato commarcial service.

Economic Service

We are convinced that approval of the instant application would

1sad =5 ki ~\ v posts for Matld 2
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part, on the following considerations:
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1. Applicants' exhibits indicate that the levelized annual
cost of supplying company generation requircments over
the lifetime of TMI-2 would be greater for both MetEd and
Penelec should this applicacion be approved (Applicants'
Exhibit No. 1, Section D, exhibiss D=7 and C-8). Such
higbar costs would ordinarily increase the revenue raquire-
ments of MetEd and Penelec beyond what otherwise might be
expected.

2. In previous rate filings (MetEd at C. 19312, R.IL.D. 64,
and R.I.D. 170; Penelec at C. 18944, R.I.D. 16, and
R.I.D. 172) MetEd and Penelec stated their need for
higher revenues in order to offer a return sufficient
to attract the financial capital necessary to finance
construction of T™I-2. This building program is now
virtually completed. Approval of the imstant appli-
cation would shift the burden of financing one-half
of Forked River Station onto MetEd and Penelec and,
if TMI-2 is an indicator, exert additional upward
pressure on the companies' ractes.

3 The latest information before us estimates the
completion cost of TMI-2 at $679 wmillionm, and
that of FR at $1,156 million. Under the terms
of the proposed agreement, the sale price for
each facility shall be equal to its book costs
(p. 2, par. 1.03; and p. 6, par. 2.02). Even assuming
no furcher escalation of costs for FR, approval of
this application would require MetEd and Penelec to
sell 352Mw of TMI-2 capacity to Jersey at $772/KW
and purchase 560w of FR capacity from Jersey at
$1,032/K4.



4. The Forked River Station is being constructed on

( the coast of the State of New Jerr , removed from
the MetEd and Penelec service arez Approval of
‘ the application would necessitate !etEd and Penelec's

assumption of approximately twenty million dollars
in costs for transmission lines to make FR energy
available to theam (Applicants’' Exhibit 84).

- Accrued allowances for funds used during construction
of these facilities would be included in their selling
prices under the agreement. The contemplated treat-
zent of AFC is datrimental to MatEd and Pa2nelac ia
several ways.

a. Most of the AFC for TMI-2 was accrued at rates
less than 9%, while AFC for Forked River will
be accruing at rates greater than 97%, applied

3 . Bar - q - "
to a larger base (Applicants' Exhilbit No. 27).

b. The Board of Public Utility Cormissioners of
the State of New Jersey has aliowed varying
proportions of Jersey's investment in FR to
be in rate base. Nevertheless, the agreement
which is the subject of this application states
that the price to be paid for FR by MetEd and
Penelec would be increased by an amount equal

, to the AFC which would have accrued had those
{ portions not been inc:uded in rate base (p. 7,
. par. 2.03). This provision would give Jersey

a double return on the relevant investment.

e, Jersey has experienced difficulty in financing
Forked River, and this has resulted in a slowing
down of its construction by at least four years,
during which AFC has been accruing (Applicants’
Exhibit Nos. 27 and 48). The accrual of AFC over
this period has increased the cost of Forked
River, and is questionable under the circumstances.

Reliable Service

The GPU Corporation's 1976 annual report to stockholders states
that MetEd is 677 coal-fired, and Penelec is 88% coal-fired (p. 17).
Approval of the subject application would substantially maintain MetEd's
and Penelec's dependence on coal until such time ac Forked River Station
comes into commercial service.




Upon full consideration of the application, the Commission is
of the opinion that the transfer of ownership interasts sought in the
applicacion of Metropolitan Zdison Company, Pennsylvaniz EZlectric
Company, and Jersey Central Power and Light Company uould not be in the
best interest of the public of this Comzonwealth in that it would adversely
aZfect the ability of the Pennsylvania companies to furnish adeguata,
economic, and reliable electric power; THEREFORE,

IT IS ORDERED: That the application by Matropolitan Ediscn
Ss1pany, Panasylvania Elsctric Compaany, and Jersey Cantral Powar and
Light Cocpaay be and is harspy deniad.
BY THE COMMISSION

E :‘/[ Elwas

-~

.

Secrectary

- _‘cém)

CRDER ADOPTED: ‘April 20, 1978

ORDER ‘CNTERED:



