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UNITED STATES OF AMERICA

NUCLEAR REGULATORY COMMISSION

ATCMIC SAFETY AND LICENSING BOARD

Ivan W. Smith, Chairman
Dr. Walter H. Jordan
Dr. Linda W. Little

.

.

In the Matter of ) ,

) |
METROPOLITAN EDISON COMPANY ) Docket No. 50-209 SP '

(Three Mile Island Nuclear ( estart)

Station, Unit No. 1) )

MEMORANDUM

The May 23, 1980 Order of the Pennsylvania Public Utility

Con: mission was sent to me by counsel for the FPUC. It directly i
1

relates to the issue of financial competenca in this proceeding. |

|

Therefore, I am having it served.

THE ATOMIC SAFEn AND
LICENSING BOARD

By Ivan W. Smith, Chairman
,

Bethesda, Maryland

June 9, 1980
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PENNS7LVANIA
PUBLIC UTILITY COMMISSION

Harrisburg, PA 17120

Public Meeting Held May 23, 1980

Cocmissioners Present:

Susan M. Shanaman, Chairman F,jn *-

Michael Johnson 7* iXd *

hisd4*James H. Cawley
Linda C. Taliaferro

Pennsylvania Public Utility Commission, et al. Docket No.
v. I-79040308

Metropolitan Edison Company Tf g
and N'

Pennsylvania Electric Company g p.,Gtg3

|} . L'SHRC

Y. EN 101950 >0RDER
3
f . ,, ., , , mr;.- :

BY THE CCMMISSION: \ "3."
N .AA3j $ '~f

Ihe current proceedings are a centinuation of an investigation. /
n :hi; iccket whi:h began shortly after the accident at Three Mile
Island on March 23, 1979. This order is a sequel to the Commission's
order entered June 19, 1979. At issue here are three matters:

First, on Captember 20, 1979 the Commission ordered Metro-
politan Edison Company (" Met Ed") and the Pennsylvania Electric Company
("Penelec") to show cause why the Three Mile Island Power Station, Unit
No. 1 ("TMI-1") should be consicered used and useful in the public
service and why all of the costs associated with TMI-l should not be
removed from their respective base rates. The second matter at issue in
these proceedings arises from an order to show cause adopted on
November 1, 1979, directed only to Met Ed. After taking notice of .

,

recent financial, operational and regulatory difficulties facing Met Ed,

public convenience gd Met Ed to show cause why its certificate of
the Commission orde

should not be revoked. Third, on November 1, 1979
Met Ed filed a petition for modification of the order entered June 19,
1979, seeking a 6.9 mill per kilowatt hour increase in its energy cost
rate and an extension of time within which to include as recoverable
costs under the energy cost rate the demand or reserve capacity costs
associated with purchased power.

1/ For economy of expression, all of the pertinent certificates
granting Met Ed its present rights to operate as a public utility i

are referred to as its ":ertificate of convenience." |
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The three matters were con'solidated for hearing at this docket. .

The Commission, sitting en banc, presided at the taking of evidence and,

rendered this decision without the interjection of a recommended decision
of an administrative law judge. After twenty-seven (27) days of hearings,
which produced more than 4,000 pages of transcript, the parties were ,,

permitted to file briefs and present oral arguments before the Commission.:'

Consolidated with the current proceedings are complaints
docketed at C-79101682, C-79121754, and C-79121808. This order disposes
of these complaints. There are also three complaints which were filed
during our initial proceedings which culminated in the order entered
June 19, 1979. Those complaints are C-79040831, C-79050907, and
C-79050909. The order of June 19, 1979 effectively disposed of all

2/ The parties to these proceedings are: Respondents, Met Ed and
Penelec; Staff; Consumer Advocate; St. Regis Paper Company of York,
Airco Speer Carbon Graphite of St. Marys, Autex Corporation of
Meadville, Avtex Fibers, Inc. of Lewistown, and P.H. Glatfelter
Company of Spring Grove, jointly ("St. Regis, et al."); Patricia
Street, Dr. Timothy Percarpio, and Three Mile Island Alert, Inc.,
jointly ("TMIA, et al."); Senior Power Action Group of York >nd
Louise Riley, jointly (" Senior Power Action Group, et al."); Holly
Keck and Deep Run Farm, Inc., jointly (" Holly Keck, et al.");
Bethlehem Steel; Standard Steel Division, Titanium Metals Corpor-
ation of America (" Standard Steel"); Citibank, N.A. Agent and
Chemical Bank N.A. Co-Agent ("Citibank, et al."); Mrs. Patricia Smith;
Pennsylvania Foundrymen's Association and Lebanon Steel Foundry of
Lebanon, jointly (" Pennsylvania Foundrymen's Association, et 31."); ~

Universal Cyclops Corporation, Electralloy Corporation, Erie Malleable
Iron Company, Franklin Steel Company, National Forge Company,
Proctor & Gamble Paper Products Company, Talon Textron and Welch
Foods , Inc. , jointly (" Universal Cyclops Corporation, et al.");
Lehigh Pocono Committee of Concern: Louise Dufour and Limerick
Ecology Action (Complaint Docket No. C-79101682); Representative
Harold Brown (Complaint Docket No. C-79121'51); Joyce Wendler
(Complaint Docket No. C-79121308); and the City of Lancaster.
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mattersraisedtherein;tg7refore,weherebydirectthatthesecomplaintdockets be marked closed

An initial decision of the presiding commissioners was issued
on May 9, 1980. Exceptions were filed by: Respondents; Staff; Consumer
Advocate; TMIA, et al.; 3enior Power Action Group, et al.; holly Keck,
et al.; Standard Steel; Citibank et al.; Mrs. Patricia Smith; Lehigh
Pocono Committee of Concern; Louise Dufour and Limerick Ecology Action;
and, by permission, the Pennsylvania, Electric Association. The Com-
mission has reviewed and considered each exception. For the most part
the excepttons are denied - for the reasons already given for the initial
decision. A seriatim discussion of each exception would serve only to
reiterate the original text, other than where a specific departure is
noted. Therefore, this order, in its entirety, should be treated as the
Commission's response to the exceptions.

The current proceedings have presented exceedingly difficult
issues for this Commission to resolve. The Commission has had to balance
the need to explore and carefully examine Met Ed's continuing, long-term
viability against the urgency to act promptly to avoid being overtaken
by events. In addition, the Commission has had to resolve the competing
concerns of creditors who want assurance of earnings and ratepayers who
want equity in allocating the costd associated with the Three, Mile
Island accident (and who see an inequitable duplication in paying the
costs of TMI-l and the costs of TMI-1 replacement power); and of Respon-
dents who would emphasire their financial needs and other parties seeking
a determination based on other economic, social and political principles.

The responsibility presented to the Commission by these concerns
is indeed a grave one, and whereas each of the parties may propose
solutions, this Commission recognizes one factor which applies solely to

3/ A request to intervene in the nature of a complaint was received on
March 24, 1980 from David D. Trout. Mr. Trout complains of the
application of the increase granted to Met Ed on February 3,1980
to his service. It appears that Mr. Trout was unaware of the Com-
mission's intent to make the increase effective for bills rendered

~

on and after March 1, 1980. Met Ed's ezergy cost rate was previous-
ly changed effective for bills rendered on and after a date certain.
The February 8,1980 action of the Commission was consistent with
that practice. Also, it was the Commission's intent to increase
Met Ed's rate so as to generate revenues in March and April, 1980
sufficient to obviate increasing the short-term debt limit under
the Revolving Credit Agreement until a final order is issued. If

the tariff was made effective for service rendered on and after
March 1, 1980 there would have been a lag in the collection of
revenues in March and April, 1980. Thus, Met Ed was allowed to
increase its energy cost rate effective for bills rendered on and
after March 1, 1980.

In light of the above discussion, we do not perceive a basis for a
complaint by Mr. Trout. The request to intervene filed by David D.
Trout on March 24, 1980 is hereby denied without prejudice to
Mr. Trout to file a formal complaint.

-3-
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it -- namely, it does not have the luxury of avoiding responsibility for
being wrong.

The basic conclusion af the Commission in this order is that
Met Ed should continue to operate as a public utility. The Commission
will provide Met Ed the means of financial rehabilitation. However, we
will write no blank checks on its ratepavers. We find that TMI-1 is no
longer used and useful and that the base rates of both Met Ed and Penelee
should be reduced. This order, with its provisions for a fully current .

recovery of energy costs and an accelerated amortination of deferred
energy costs provides an adequate framework for Met Ed's recovery.
Respondent must convince its bank creditors that it has the will and the
ability to rehabilitate itself.

Above all, Met Ed must demonstrate candor and a willingness to
address its problems and the initiative and ability to find solutions to
those problems. The very real fears and concerns of its customers and
neighbcrs must be allayed. Met Ed's costs must be reduced through load
management and conservation-inducing rate structure change. Met Ed must
aggressively pursue the return to service of TMI-l or an early decision
on its conversion to the use of an alternative fuel. If these things
are done, the Commission is confident that Met Ed will not only survive
but will regain its financial health.

Finally, we empnasine that this order does not end our regulatory
conce rn. The management investigattan of the GPU :: panies it Decket
No. I-79080320 cantinues. Further, we will c:ntinue to c.:sely monitor
the operatiana c: .:ed Ec. Penelec and the 3?C :ompanies t: assure the
continued provision of safe, adequate and reliable service to Pennsylvania
ratepayers at reasonable rates.

Order to Show Cause on Revocation of
Met Ed's Certificate of Public Convenience

In the order to show cause adopted November 1, 1979, the
Commission concluded, after taking notice of recent financial, operational
and regulatory difficulties facing Met Ed:

~" Recognition of {these] matters raises serious
questions scout the continued ability of Met Ed to
provide safe, adequate and reliable electric service
at just and reasonable rates. The Commission therefore
finds it in the public interest to put at issue in
these proceedings the continued viability of Met Ed
as a public utility.

* .e * * -e e * .c * * *

Therefore, the Cammission hereby orders Metro- '

politan Edison Company to show cause why its certificate
of public convenience should not be revoked."

The order to show cause manifests the Commission's concern for
the continuing adequacy and reliability of Met Ed's service and for the

4
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continuing ability of Met Ed to provide that service at reasonable
rates. The accident at Three Mile Island and subsequent events have
placed severe strains on the utility. This Commission would be remiss
if it did not formally examine Met Ed's overall condition to ensure
that service to Met Ed's customers will continue. That purpose is
served by making Met Ed's continuing viabili y an issue in these pro-
ceedings.

We need not here decide the limits of the Commission's
authority to revoke the certificate'of an electric public utility. But

,

we note in general that although there is no express provision in the
Public Utility Code dealing with the subject, the Commission has the
same power to revoke a certificate as it has to issue it, upon due cause
being shown, and that a utility holding a certificate of public con-
venience accepts it subject to the statutory provision which permits the

; certificate to be modified or rescinded for legal cause.

We disagree with Respondents' statement of the law, not finding
it relevant to draw distinctions between past and future actions, or
between service and rate functions, or that in a proceeding upon motion
of the Commission the burden lies with any party other than the
respondent-utility.

There is no vested or property right in a certificate of
public convenience. Common sense and due process require that a certi-
ficated public utility be given notice of its deficiencies and a reason-i

able opportunity to correct those deficiencies. However, what is par 2-
mount to this Cecmission is the continued provision of safe, adequate
and reliable electric service. If the welfare of the puolic should
require an immediate transfer of the right to serve the public, either
temporarily or permanently, we would not hesitate to order such action.
On the other hand, if the question posed is whether another provider
could make the required service available at a lower cost, then the
certain benefit of such a change must be clearly and unequivocally
established.

We must conclude that based upon this record no modification
or revocation of Met Ed's certificate is required at this time because
we find no imminent and foreseeable threat to continued provision of
adequate and reliable service at reasonable rates. Nor do we find that *

the record supports the issuance of a complaint. However, in all cases
this Commission has continuing jurisdiction over the services, rates,
and certificates of public utilities.

The Commission is acutely aware of the substantial, continuing
public debate over whether or not radiological dangers exist at Three !

Mile Island. This record contains many allegations concerning Met Ed's
responsibility for the construction, maintenance, operation and clean up
of the Three Mile Island nuclear units. To the extent that these
allegations relate to the safety of the people of Pennsylvania, this ,

Commission is required to recognize that the Federal government has '

c:mpletely pre-empted the States in the licensing and regulati:n af the
;

commercial use of nuclear reactors and in the protection of tne public
from radiological hazards. Northern States Power Comuany v.

1
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StateofMinnesota,447F.2d1143(8thCir.19[1),aff'dmem.405U.S.
1035 (1972). These allegations also present difficult questions of
whether they constitute a sufficient bGsis for the revocation of the
certificate of an electric utility which owns and operates nuclear
facilities. If the courts and/or the NRC ultimately conclude that Met
Ed has been imprudent or negingent or is inc:mpetent, then this Com-
mission will take notice of such determination and will respond
appropriately. For the present, the Commission believes it to be most
appropriate to monitor any proceedings before the NRC and the courts.

.

The Commission will follow the proceedings before the NRC on
the restart of IMI-l and with respect to the clean up of IMI-2. The
management consultants engaged to audit the management of the GPU
Companies will consider carefully those proceedings. Any finding by the
NRC of incompetence or inability by the management of Met Ed to operate
the TMI units would be a matter of grave concern to this Commission.

Our management consultants auditing the management of the GPU
Companies will carefully and thoroughly examine any proposed management
changes. To t'a extent that other issues relating to the reasonableness
or prudence of the management of the GPU Companies remain or arise, they
can and should be explored in our investigation at Docket No, I-79080320.

Regretably, the Commission must again decry the failure of the
Federal government to respond to the accident at Three Mile Island with
financial assistance that is commensurate with its responsioility for
the development of nuclear energy. The Federal government has been 2
keystone in the development of commercial uses of nuclear power. It has
insured, promoted and exclusively regulated its developmen .
Duke Power Company v. Carolina Environmental Study Group, Inc., 438 U.S.
59 (1978). The people of Pennsylvania should not have to bear the
entire burden--emotionally or financially -- where that burden properly
belongs to all those who have benefited from the development of nuclear
energy.

The enactment of the Price-Anderson Act in 1957 reflected
Congress's acceptance of the idea that the Federal government should
intervene in the event of a major nuclear incident. In discussing the
basic approach and underlying principles of the new legislation, the ,

Joint Committee of Atomic Energy commented as follows:

"The chance that a reactor will run away is too
small and the foreseeable possible damages of the
reactor are too great to allow the accumulation of
a fund which would be adequate. If this unlikely
event were to occur, the contributions of the
companies protected are likely to be too small by
far to protect the public, so Federal action is
going to be required anyway."

5. Rep. No. 296, 35th Cong., 1st Sess. reprinted in [1957] U.S. Code
Cong. & Ad. News 1310-11.

6-
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Moreover in extending the Price-Anderson Act for the second
time in 1975, Congress expressly included the concept in the statute
.itself:

"?r:vided, that in the event of a nuclear incident
irviving damages in excess of the amount of ag3regate
liability, the Congress will thoroughly review the
particular incident and will take whatever ction is
aeemec necessary ano appropriate to protect tne public

*

frsm the consequences of a disaster of such magnitude."

42 U.S.C. 32210(e)(Supp. 1979).

Nevertheless, what is painfully clear is that an economic
catastrophe has befallen the GPU Ccmpanies, and their ratepayers and
investors as well. We believe that Congress has a parallel responsi-
bility to act in this situation, noting that when the prospect of a
nuclear " incident" seemed remote, Federal willingness to render assistance
to the nuclear industry was freeflowing. Now that such a tragedy has
become more than a remote possibility, that willingness has dissipated.
Never has it been more true that victory has a thousand followers, but
that defeat is an orphan.

The only action of the Federal government reflected on
this record is contained in the statement of the Respondents at
ME/PN Exhibit A-74 that:

.

"The DOE has agreed to fund ap :o 3500,000 for
certain work relating to ::dioactive decontamina-
tion used at IMI-2. Moreover, a contract ts
being negotiated with a DOE contractor in which
it is anticipated that the DOE will fund up to
$1,000,000 of engineering services and health
physics work in support of a research program
which should be of assistance in the TMI re-
covery program."

We find the Federal response described in Exhibit A-74 to be woefully
inadequate at a time when the owners of the plant, the utility rate- -

payers, and a consortium of bankers are acting as surrogate insurers of
a nuclear accident which may yet threaten to bankrupt three major electric
utilities.

The Commission notes with disappointment the failure of Presi-
dent Carter to respond to our letter of March 19. We again urge President
Carter and the United States Congress to recognize their responsibility
and use their power to minimize the financial burden of this unfortunate
accident.

Order to Show Cause on Uced and Usefu;

Status af IMI-i

The genesis of this order to show cause was the statement of
the Commission, in the order entered June 19, 1979 at tais docket that:

-7-
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"At this time it appears reasonably certain that TMI-l
will return to service. Witness Herman Dieckamp,
President of GPU, testified that resumption of
generation at TMI-l could occur as early as August,

; 1979, and certainly no later than January 1, 1980.

However, the Commission will monitor the status of
TMI-1. We will require Met Ed to report to the
Commission monthly on the. progress in returning
TMI-l to service. If that start-up is delayed beyond -

January 1,1980, the Commission will issue an order
,

to show cause why TMI-l should be considered used
and useful in the public service."

TMI-l did not return to service by January 1,1980. By September 29,
1979 (when the order to show cause was adopted) it was clear that the
resumption of generation at TMI-l would be delayed substantially, and,
at this time, remains uncertain.

The Commission has narrowed the issues somewhat with respect
to this matter. In a prehearing order adopted December 21, 1979, the
Commission declined to fix a test period for adjusting Respondents' base
rates, stating:

"The Commission does not yet have before it the issue
of finding just and reasonable rates for Respondents."

The Commissica further stated:

"With respect to the motion [of Respondents] for an initial
decision on the used and useful status of TMI-1, prior
to the presentation of the base rate adjustments associated
with the removal of TMI-l from rate base, the motion is
granted. The Ccmmission has no desire to undertake a re-
determination of Respondents' 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." ,

As a result of that ruling, the present record was not developed with
respect to a current test period determination of Respondents * revenue
requirements.

Subsequently, in a prehearing order adopted January 18, 1980,
the Commission deferred the intervention of certain customers of Penelec
(who wished to address Penelee's rate structure), stating: ;

"In light of the Commission's decision in its
December 21, 1979 ptehearing order to grant-

Respondents' motion for an initial decision on
the status of TMI-l prior to developing the
record with respect to any associated changes4

in Respondents' base rates, it appears that the

,

3_
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,

concerns of the hospitals will not be addressed
until a decision is reached on the matters now4

being developed on the record."

Thus, the Commission finds that it cannot now determine and fix the just
and reasonable base rates to be charged by Respondents. However, the
Commission has the authority and discretion, upon the notice given in
this proceeding and the record as developed, to determine (a) whether
TMI-l is used and useful in the publ.ic service, and whether 3espondents'
base rates should be adjusted to eliminate the costs associated with
TMI-1, and (b) whether to fix temporary rates pending further investigation.

(a) Used and Useful Status of IMI,-l

In the order entered June 19, 1979, the Commission concluded
with respect to TMI-l that:

"The parties have raised the issue of the used
and useful status of TMI-1; however, the Com-
mission need not reach that issue at this time.
Consistent with the principles discussed with
respect to TMI-2, TMI-1 is at present only
experiencing an outage."

We now have before us the issue of whether TMI-l is used and useful in
the public service.

The decisional principle used to determine that TMI-2 was not
used and useful in the public service was succinctly stated in our prior
order:

"The length of time which utility plant may be out
of service and not be removed from rate base
depends upon the nature of the plant, the degree
to which the outage can be expected to occur during
normal operation of the plant, and the certainty
with which resumption of service can be predicted."

The parties were provided ample opportunity to put before us the legal
,

and factual bases that they advocate the Commission adopt in determining
the status of TMI-1. In addition to the usual briefs and reply briefs,
memoranda of law were requested by the Commission in its prehearing
order adopted December 14, 1979.

Before discussing the evidence of record, the Commission
should clarify one aspect of the law which appears to trouble the
Respondents. In the Respondents' memorandum of law dated January 14,
1980 and their main brief, uncertainty is expressed concerning the
Commission's use of the phrase "used and useful" rather than "used or
useful," and the possible intent of the Legislature in employing both
phrases in the Public Utility Code, 66 Pa.C.S. 3101, et seq. The answer
to these concerns is quite simple and straightforward.

.

-9-



In our opinion, tua Legislature anticipated and intended a
difference in these phrases. "Used or useful" has a broader, more
inclusive connotation and is employed to define :he types of property
which are subject to the reporting, accounting and certifica:ica re-
quirements. See 66 Pa. C.S. $s1102(a) 13;. M2, and 1703(a). Whereas,
"used and useful" has a narr:wer, less in:1;;i"e :enno:ation and is
employed to define and describe the types of pr:perty which are in-
ciudable in the utility's rate base for purpose of fixing rates. See 66
Pa. C.S. $$1102(a)(3)(iii), 1307(a),.1310(a). 1310(d) and 1311. Since
our present focus is on the status of TMI-l f:r ratemaking purposes, the
phrase "used and useful" is appropriate. However, our view of the
Legislative intent in employing these different phrases is independent
of the determination of the substantive content of the phrase "used and
useful." The point here is that the scope of the reporting, accounting
and certification provisions, with respect to utility property, is
broader and more inclusive than the class or classes of property which
are includable in the utility's rate base.

It is appropriate at this time to bring into focus the concept
of "used and useful" property for rate making purposes. The Commission
ts in agreement that "used and useful" is a flexible rate making tool
whose definition to some extent is shaped by the individual circum-
stances of each case. Whether property is used and useful in providing
service to the customers of a utility is a question which of necessity
must be resolved on the basis of a case-by-case analysis. The status of
plant cannot be determined through the application of any set formula
but should be ascertained in light of all :he circums;ances.

The Respondents distinguish the present circumstances or IMI-l
and the circumstances of TMI-2 at the time it was determined not :o be
used and useful in the public service. TMI-1 has been in service for a
substantial period of time. Its operating record from September, 1971
until March, 1979 has been excellent. TMI-l*s experienced annual
capacity factor through 1978 was about seventy-eight percent (73*.), well
above the national average for nuclear generating units. TMI-l was not
extensively damaged, as was TMI-2, by the accident on March 28, 1979. ;

Respondents maintain it is presently operable, if permitted by the NRC, '

and that'all modifications which it is antic 7 pated the NRC will require
should be completed by June, 1980. Finally, Respondents claim that even

,

with the required NRC approval pursuant to the restart hearings at NRC
Docket No. 50-289 the plant will return to service by January 1,1981.

!

We recognize the plant's past operating history and the fac )
that TMI-l's unusually high level of operation has inured to the benefit
of Respondants' customers. Similarly, the Commission notes that TMI-1, j

according to Respondents, is physically ready to commence commercial
operation, but that the delay of its in-service date is presently due to
ongoing Federal investigations. These circumstances materially distin-
guish the condition of IMI-1 from plant that might have otherwise been
excluded from base rates due to absolesence and operati:nal or s : :: ural
defects. Although we recognize these apparent distinctions, the Commission
is not convinced that these facts should result in ra epayer contribution
toward returns on the investments associated with IMI-1.

,

|
|
1

- 10 -
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Notwithstanding the Respondents' contentions, for rate making
purposes for classes of property which are to be included or excluded
from rate base, we are compelled to draw the line between the operating
history 2nd present condition of the plant and the timing and certainty
of the return :: service. The reasonableness of Respondents' actions in
:perattng acc ma:ntaining the plant is not being measured here. Nor
will the reasonableness of Federal regulator / action enter into our
determination.I' For ratemaking purposes our primary issue is the weight
that ts to be accorded TMI-l's present circumstances and when the plant
will return to service.

The Pennsylvania Public Utility Code and various Commission
orders that refer to property valuations for racemaking purposes in-
corporate the generally accepted principle that a utility is not
entitled to include, in the valuation of its rate base, property not
actually used and useful in providing its public service. Whether TMI-l
was related to the provision of utility service is not at issue here.
The focus with regard to TMI-l's treatment here relates to the length of
the plant's present and ongoing outage.

A plant's timely return to public service, so as to be properly
included in utility base rates, is an established principle enunciated
by the courts. See Schuylkill Valley Lines v. Pennsylvania Public
Utility Commission, 165 Pa. Super. Ct. 393, 68 A.2d 448 (1949);
Glenwood light & Water Company v. Glenwood Springs, 98 Colo. 340, 55
P.2d 399 (1936); Office of Consumer's Counsel v. Public Utility
Ccmmission. et al., 5d0 Ohio St. 2d 449, 391 N.E. 2d 311 (1979). The
stancars by wnich courts and this Commissica have measured a plant's
timely return to service has been the plant's imminent or certain use in
providing service to the public. Schuylkill Valley Lines, supra.

The Commission's treatment of TMI-l and TMI-2 in our June 19th
order expressed our intent to continue applying " imminence and certainty"
as a standard for the determination of a plant's used and useful status.

There our decision not to exclude TMI-l from the Respondents'
base rates was due primarily to the plant's expected return that appeared
to be both imminent and certain.

.

"At this time it appears reasonably certain that IMI-l
will return to service. Witness Herman Dieckamp,
President of GPU, testified that resumption of gener-

,

ation at TMI-l could occur as early as August, 1979 |
and certainly no later than January 1, 1980." '

From the evidence we have before us, TMI-l is out of service
and, based on Respondents' testimony of an in-service date of approx- ;

imately January 1,1981, the unit will have been out of service for l

nearly two (2) years.

|
1

1
1

3/ Although the Respondents have contended throughout these !
proceedings that the Unit No. 1 in-service date is due to !

unjustified or discriminatory Federal action, the Commission
will not attempt to look behind these investigations to
determine the reasonableness of those acts. I

- 11 -
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Also, there exists substantial uncertainty with respect to the
return of service of TMI-1. On the last day of hearings, Mr. Robert C.
Arnold, GPU 'v' ice President for Generation testified:

Question: "How would you assess . . . or how
would you characterize the track record of the
respondent in making representations to the
Commission with respect to the restart of TMI-1?"

.

. .

Answer: ". I would have to judge that our. .

forecasts have not been accu- ate in terms of what.

has actually worked out."

Tr. 3998-4000

Dr. Robert 3. Parente, a power production and operations planning
consultant with Theodore Barry & Associates, testified:

"We believe that there is a strong probability that
significant delays will occur in the restart of
IMI-1, currently scheduled for January 1, 1981 for
the Company's financial forecasting purposes, and
furthermore, the distinct possibility exists that
the unit may never be permitted to restart."

(!3&A 5tatement No. 2, p. 11-14)

Ca cross-examination, Dr. Parente testified that mid-1983 was, in his
view, a realistic start-up date for TMI-1. Tr. 3448.

Finally, we take notice of an order adopted on March 6, 1980
by the NRC, docketed at CLI-80-5 (In the Matter of Metropolitan Edison
Company, Docket No. 50-289), wherein the NRC directed its Atomic Safety
and Licensing Board to consider the following issues in the TMI-l restart
proceedings:

"(1) whether Metropolitan Edison's management is
sufficiently staffed, has sufficient resources and -

is appropriately organized to operate Unit I safely;
(2) whether facts revealed by the accident at Three
Mile Island Unit 2 present questions concerning
management competence which must be resolved before
Metropolitan Edison can be found competent to
operate Unit 1 safely; and (3) whether Metropolitan
Edison is capable of operating Unit 1 safely while
simultaneously conducting the clean-up operation
at Unit 2."

! The scope of those issues and the obvious concern of the NRC with the
| restart of IMI-l while the clean-up continues at TMI-2 convince the

Ccemtssion that a substantial uncertainty presently exists with respect
.
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to the resumption of generation at TMI-1.b! The implications of an NRC
decision to delay the restart of IMI-1 until the clean up of IMI-2 is
completed are even more serious in light of the fac that Mr. Rober: C.
Arnold, GPU Vice President for Generation, has testified that it is now
unlikely that the clean up and restoration of TMI-2 will be completed by
June, 1983 and : hat considerably more time will be required. Tr. 74'..

Considering the above, the Commission heraby finds that the
Three Mile Island Power Station, Unit 1 is not used and useful in the
public service.

-

In the case of Philadelphia Electr:c Company (PECC) at
R-79060865, we disallowed approximately $25 million of PECO's claimed
original cost based upon a finding of 748 megawatts of excess generating
capacity. There are certain similarities between the issue of excess
capacity in the PECO case and the matter of TMI-1 in this investigation;
however, there are a number of features which distinguish the issue in
the PECO case from the problem of TMI-1 in this proceeding.

The issue in the PECO case was one of excess capaci y. The
problem which confronts us in this case is one of unusable capacity
caused by the outage of a particular generating facility, complicated by
the need to purchase energy to replace that capacity. The matter of
replacement energy was not at issue in the PECO case and we concluded
that a proper method of allocating the risk relating to the excessive
generating capacity would be to require the stockholders to forego a
return on their investment in that capacity while allowing :he ::mpany
to recover the associated expenses and depreciattan from the racepayers.
In this proceeding, while we have not specifically allocated the

5/ Notwithstanding the Commission's concern with and recognition of
the probable effects of NRC proceedings on the restart of IMI-1, in
the context of determining the used and useful status of TMI-1, the *

implications of that specific decision should not be misunderstood
by the NRC or the Atomic Safety and Licensing Board which presides
over the TMI-1 restart hearings. We understand that Met Ed's
financial ability to operate the unit is an issue to be resolved in -

the restart hearings. No specific implication should be drawn from
our determination that IMI-1 is no longer used and useful that Met
Ed is therefore financially unable to operate the unit. To do so
would be to create a regulatory self-fulfilling prophecy of
unfortunate consequences.

The financial capability of Met Ed as the operator of TMI-1 is_more
appropriately reflected in our overall determination in this order
that Met Ed should continue to operate as a public u::li:y and
should recover financially.

- 13 -
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responsibility for the risk related to the outage of TMI-1, we note that
with this order the Respondents * will be permitted full reccvery of the
reasonable costs of energy needed to replace that unit's capacity. In
our opinion it would be inequitable to also permit :ne Respendents to
recover the maintenance and depreciatica costs on a plan; sa :: should
be, but which is not, providing taeir customers with econcaical energy.

We further note that our treatment of TMI-1 in this decision
does not represent the permanent disposition of this issue. When that '

facility is permitted to resume commercial operat ion, the Respondents'
right to again earn a return on the investment ia that plant it.d to
resume recovery of the costs associated with its operation wilt be given
full consideration by this Commission.

With respect to the recovery of clean up costs through rates,
nothing in this order negates the statements of the Commission in the
June 19,1979 order.

(b) Adjustment of 3ase Rates - Temporarv Rates

Inasmuch as the Commission has determined that TMI-l is not
used and useful in the public service, the adjustment of the respective
base rates of Met Ed and Penelec, as a matter of ratemaking, is com-
pelled. However, the Commission will not fix new permanent rates.

The issue to be resolved with respect to IMI-l is whether the
Ccmmission should exercise its discretion to set temporary ra:es for
Respondents. The Commission has the authority pursuant to Section 1310(d)
of the Public Utility Code to prescribe temporary rates for a period of
six (6) months. This Commission has examined the financial data presented
on this record, Respondents' recent financial reports to the Commission
and to their shareholders, and the orders of the Commission at Docket j
Nos. R-78060626 and R-78040599. Based on this information, and on its j
finding that TMI-l is not used and useful in the public service, the ,

Commission is of the opinica that despondents' rates are producing a |
return in excess of a fair return upon the fair value of :he utilities'
property.

.

The determinatiot that IMI-l is not "used and useful" gives
rise to an unquestionable need to adjust Respendents' base rates. Based
upon recent determinations of the Commission, the annual revenues associa-
ted with TMI-l are approximately $26.9 million for Met Ed (ME/PN Ex.
A-16) and 511.7 million for ?enelec (ME/PN Ex. A-32). Whatever the
proper level if determined cday, these are not insignificant or de
minimus amounts. The substantial nature of the revenues and return
associated with IMI-l is a consideration in the Commission's exercise of
discretion in setting temporary rates. j

|

| Also relevant is the determination that Respondents should be
I granted full recovery of current energy costs. The Commission affirms

its conclusion in the Tune 19:h order cha: ratepayers should not pay
,

both the cost of a generating station which is out of service and the |
costs of replacement generation where the outage is beyond normal expec-
:stions and of uncertain duration. Our allowance of a full recovery

- la - |
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of replacement power, including power purchased and generated to replace
TMI-l generation, necessitates the setting of temporary rates.

Finally, the Commission notes that the return associated with
TMI-1 for Met Ed is approximately 315.2 million (ME/?N Ex. A-16) and for
Penelec is approximately 37.0 million (ME/?N Ex. A-32). These amounts
create excessive returns, in our opinion, on the remaining rate base,
given the determination that TMI-1 i. 2ot used and useful.

.

For these reasons, we hereby prescribe temporary base rates at
an annual level of 526.9 million less than existing rates for Met Ed and
511.7 million less than existing rates for Penelec. *'e find that thesea

base rate revenue reductions should be allocated to Respondents' customer
classifications according to the contribution of those customer classes
to Respondents' total base rate revenue requirement as determined in
their most recent rate investigations (R-78060626 and
R-78040599 respectively).

If Respondents file a complaint against the temi orary rates
set by this order and subsequently the Commission determines that the
temporary rates were set unreasonably low, an odjustment can be granted
through restatement of Respondents' balances of deferred energy costs.
However, the inclusion of TMI-1 in Respondents' base rates will not be
retroactively restated, even if TMI-1 return _ to service as expected by
Respondents and is determined by the Commission occe again to be used
and useful in the public service. -

Petition of 'fet Ed for Modificati:n :f
Order Entered June 19. 1979

The third matter at issue in these proceedings arises fr:m a
petition filed by Met Ed on November 1, 1979 for modifica. tion of the
order entered June 19, 1979. Met Ed's prayer for relief was a 6.9 mill
increase in its levelized energy cost charge, effective January 1,1980,
and an extension of the time within which to include demand or reserve
capacity charges associated with purchased power as recoverable costs
through the energy cost charge. On February 8,1980, the Commission
granted Met Ed a 6.9 mill increase in its energy cost charge, effective
March 1, 1980 and until a final order is issued, subject to the comple- .

tion of our investigation.

Respondents' request for energy cost relief was broadly stated
in their main brief, as follows:

" Met Ed requests that this Commission:. . .

(1) effective June 1, 1980, grant a levelized
energy clause increase of 3 mills /kwh;

(2) permit the energy clause in effect prior to
this Commission's June 19, 1979 order to

| resume normal operation, effective January 1, 1981;

- 15 -
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(3) extend the permitted inclusion of demand or
reserve capacity costs associated with
purchased power from January 1,1980 until
TMI-l returns to service; and

(4) permit tne amortization of Met Ed's and Penelec's
unrecovered balance of energy costs incurred
since TMI-2's accident through a surcharge which
wi.1 recover such costs over a 14 month period,

,

beginning June 1, 1980."

Respondents' request for a 6.9 mill increase for Met Ed was
predicated upon meeting shcrt-term cash needs. However, Met Ed's and
Penelec's past, present and projected energy costs, as well as short-

| term cash and credit needs, have been fully developed on this record.
' We consider all issues with respect to the proper energy charges for Met

Ed and Penelee to have been fully developed and to be properly before us
nCw for decision.

The Commission again finds that Met Ed and Penelec are pro-
viding adequate, reliable service in spite of the loss of generation at
TMI. We affirm our determination in the order of June 19, 1979, that:

" Met Ed and Penelee are presently providing reasonable,
adequate, reliable electric service. The costs of
purchasing power are unquesti:nably direct, necessa ry
and reasonable costs of pr:vtling that utility service.
The Commissica cannot pants: Respondents by denying the
recovery of these costs; nor can it create a windfall
for the ratepayers of service without payment. The
Commission is of the opinion that the recovery of these
costs is required by law."

However, the last quoted sentence requires qualification. The use of
that Commission language by some of the parties indicates a misunder-
standing of the Commission's intent.

The statem2nt that the recovery of purchased power costs is
" required by law" was obviously not intended to mean that some specific -

element of statutory or case law generally required the recovery of
purchased power costs f cm ratepayers -- regardless of how or why those
costs were incurred. In our view, there is no such legal requirement.
Rather, the stacament must be viewed in its context. The Commission had
removed the costs associated with TMI-2 from Respondents * base rates,
determined that IMI-l was only experiencing a normal outage, and deter-
mined that the current purchases of power by Respondents were direct and
immediate costs of providing service. In that context, those costs were
recoverable from ratepayers.

In the current proceedings, the Commission finds that Met Ed
and Penelee have similarly incurred additional purchased power costs.
This is not, however, a determination that every dollar of purchased
power costs recorded on Respondents' books is recoverable from'their
ratepayers. Those amounts are subject to audit and review by the Com-

I
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mission and to a later determination that specific amounts of energy
costs were imprudently or unreasonably incurred. If the courts and/or
the .VRC should ultimately conclude that Met Ed was imprudent or negli-
gent in its operation or management of Three Mile Island then this
Commission will take notice of such determinations and their relevance
:; any ;0rt :G of the replacemen: po'.er Costs for WhiCh Current rec;Very
is permitted :2 day.

Any subsequen: examina-ioa of these issuas e:uld have to be
made with the public's interest in the continued provision of adequate,
reliable electric service clearly in mind. This Commission recognizes
:ne close relationship between tha; puolic interest and Met Ed's financial
viability, and, if necessary, woulc balance the public's interest in
adequate, reliable service against its interes; in refunds. We point
out that the Pennsylvania Commonwealth Court has affirmed our discretion
with respect to the extent of refunds to be made to public utility
patrons if good reason is shown for the contrary. Community
Central Energy Corcoration v. ?ennsylvania Public Etility Commission,
No. 451 C.D. 1979 (Pa. Cmwl-h. Ct., May c, 1930).

The basic determination in this order is that neither IMI-l
nor TMI-2 is used and useful, that Respondents are providing adequate,
reliable service without those generating units, and that the costs of
power prudently and reasonably incurred to replace generation lost at
TMI-l are direct costs to serve Respondents' ratepayers. Furthermore,
for the reasons s:sted below, the Commissi:n finds that Respondents
should be ali u. 1 fu_; rec ;tery of curren energy :;s:2.

First, by :his order, tne Commission is denying Respondents'
recovery of the revenues associated with Three Mile Island. Since the
Respondents are providing service through greatly increased costs of *

purchased power, those energy costs should be promptly recovered from
their ratepayers. The determinations that IMI-l is not "used and useful,"
and that the revenues associated with IMI-l should not be recovered
through Respondents' base rates, are inseparably intervined with our
determination to allow a full and current energy cost recovery. If our
determination on TMI-l were reversed, the recovery of energy costs would
have to be modified.

.

Second, the extreme dependence of Respondents on short-term
debt creates an unstable financial condition which potentially threatens
the continued provision of utility service to Respondents' customers.
The costs of purchasing energy are a major reason for short-term borrowing.
A full recovery of current energy costs should lessen the need for
short-term debt and facilitate the obtaining of permanent financing by
Respondents.

Finally, the continued accrual of deferred energy costs may
ultimately prove to be burdensome to Respondents * ratepayers. If not
collected now, those amounts w ll have o be collected 12:er in :ne form
of additional charges. In addition, there is greater equi:7 in requiring
the ra epayers of today to pay :ne costs of service today, ra-her : nan
requiring :omorrow's ratepayers to pay oday's cos:s.

- 17 -
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The Commission therefore finds that a fully current energy
cost recovery for the balance of 1980 for Met Ed requires an energy
charge of 19.1 mills per kilowatt hour, calculated as follows:

Met Ed Energy Charge Full Cost Recovery
for Period June 1, 1980 through Decemoer 31. 1930*

Total System Energy Cost (S millions) 120.7

Total System Sales (GWH) 4614 -

Average Mills per KWH of Sales 26.2

Less: energy cost recovery allowed by
June 19, 1979 Order, exclusive
of gross receipts tax 16.4

(8.0 mills - base rates)
(8.5 mills - energy cost rate)

Required Increase in Energy Charge exclusive
of gross receipts tax 9.8**

Plus: Energy Charge allowed by
June 19, 1979 0: der, exclusive
of gross receipts tax 3.4

Required Energy Charge for full cost
recovery, exclusive of gross receipts tax 13.2

Required Energy Charge for full cost
recovery, including gross receipts tax 19.1

|
'

* Source: ME/PN Exhibit A-89
Includes recovery of demand or reserve capacity charges
associated with purchased power.

** Required increase determination essentially affirms interim relief
of 6.9 mills granted on February 3,1980.

i

!
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The Commission also finds that a fully current energy cost
recovery for the balance of 1980 for Penelec requires an energy charge
of 8.5 mills per kilowatt hour, calculated as follows:

Penelec Energy Charge. Full Cost Recovery
for Period June 1. 1980 through December 31. 1980" -

Total System Energy Costs ($ millions) 115.9

Total System Sales (GWH) 6395

Average Mills per KWH of Sales 18.1

Less: energy cost recovery allowed by
June 19, 1979 Order, exclusive
of gross receipts tax 16.2

(10.0 mills - base rates)
( 6.2 mills - energy cost rate)

Required Increase in Energy Charge exclusive
of gross receipts tax 1.9

Plus: Energy Charge allowed by
June 19, 1979 Order, exclusive
of gross receipts tax 6.2

Required Energy Charge for full cost
recovery, exclusive of gross receipts tax 3.1

Required Energy Charge for full cost
recovery, including gross receipts tax 3.5

.

* Source: -ME/PN Exhibit A-95
Includes recovery of demand or reserve capacity charges
associated with purchased pc er.
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Energy Cost Rate
*

,

'

We will further direct Met Ed and Penelee to file and comment
upon proposed tariff revisions, to become effective January 1, 1981,
which will replace their energy cost adjustment clause with an energy
cost rate. The energy cost rate shall be applicable to customers' bills
for one-year periods during the billing period from Janaary through
December; provided, however, that such rate may be revised on an interim
basis upon approval of the Commission. Upon determination that the
effective rate will result in over or under collection, such interim
change shall become effective 30 days from the date of filing, unless
otherwise ordered by the Commission. Interest shall be computed monthly,
at the appropriate rate as provided in Section 1308(d) of the Public
Utility Code. Computation of interest shall begin in the month an over
collection or under collection occurs, and end in the effective month
any over collection is refunded or any under collection is recouped.
Customers shall not be liable for interest on net under collections.
The intent of the Commission is that this energy cost rate would replace
the levelized energy charges presently approved through December 31,
1980.

Recovery of Deferred Energy Balance

The record indicates that by the end of February,1980 Met
Ed's deferred energy balance was $84.6 million. Penelec's deferred
energy balance totaled $7.8 million at the same point in time. We hereby
find that both companies are entitled to collect the total amount of
outstanding deferred energy costs over the next 18 months. The col-
lection will be in the form of a surcharge, to be applied on a KWH
(usage) basis.

i
-

|
|

|

|
|
|

|

i
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*iearly Surcharge bl

Met Ed Penelec
(S millions)

_

Deferred Energy Blance
ME/PN Ex. A-91 & A-96 84.6 7.S.

.

Twelve Month Recovery 56.4 5.2

Retail Sales
ME/PN Ex. A-89 & A-95 7904 GWH 10461 GWH

Mills per KWH 7.1 .5

Energy charge for full cost
recovery, including gross
receipts tax (1.047) 7.4 .5

*/ Exact amounts are dependent upon total deferred energy costs at
the time temporary rates go into effect as well as the final
Commission adjustment to Met Ed's deferred energy balance
pursuant to i:s compla:n: and investigation at C.21597.

Demand or Reserve Caoacity Charges

In the order entered June 19, 1979, the Commission stated, ;

with respect to demand or reserve capacity charges associated with
purchased power:

'As an incentive to Respondents to enter into bulk )
power purchase arrangements and thereby reduce the
energy costs to its ratepayers, the Commission will
allow Met Ed and Penelee to include in recoverable ,

costs through the net energy cost rate, the demand
or reserve cap.icit~ charges incurred from July 1,
1979 until January 1, 1980."

The Respondents and the Consumer Advocate request that the Commission
extend the recoverability of these costs to continue to encourage Respon-
dents to keep their energy costs as low as possible.

1

We find on this record hst Respondents' committed purchases
of power,.which entati demand or reserve capacity charges, have reduced !

:ne costs of purchasing power from wnac would be otherwise incurred. |

Therefore. :he C:mmissian hereby extends the time within which demand or i
reserve capac :y :narges associated with purchased power may be included l

as recoverable c:s:s :hr: ugh Respondents' energy cost charges from (
Janauary 1,1980 until IM:-l returns to service or until further order
of the Commission.
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Rate Structure

The changes caused by the Three Mile Island accident -have
drastically altered Met Ed's costs to serve. Purchased power now re-
places large amounts of energy which were previously generated inter-
nally. Met Ed's rate base nas been reduced significantly, and there is a
real neea to conserve and enereby reduce current expenditures.

These changes compel a re-examination of Met Ed's rate structure.
As noted previously in this order, rate structure is an issue which has

~

been excluded from the current proceedings. However, it is a matter
which cannot be ignored. If appropriate, a rate investigation will be
consolidated with the hearings on temporary rates for Met Ed or with
hearings on any general rate increase filing.

Energy Conservation

Our June 19, 1979 Order expressed dismay at Respondents'
failure to even consider specific actions that would encourage rate-
payers to conserve energy curing this crisis. Our statement of intent
on this matter was to be a clarification to the Respondents that they
were to act immediately to propose rate structure changes as well as to
secure low cost sources of generation.

The Respondents have responded by filing tariffs which expand
the availability of time of day pricing, reduce stand-by charges for
solar power customers and increase incentives to use power on an inter-
ruptible service tariff. The Respendents have developed a thirty year
Master Plan designed to foster conservation and load management so that
new construction can be deferred and reduced. Respondents have also
proposed several tariff rule changes designed to encourage conservation
of energy by providing for minimum insulation standards as a prerequisite
for connecting new service and by permitting under certain conditions
the use of renewable energy sources in conjunction with residential
rates.

We encourage the Respondents to continue to bring their proposals
to the Commission for prompt consideration; however, the proposals so
far will have a de minimus effect on ratepayers' bills today. We are -

extremely concerned about the energy emergency which has followed the
TMI-2 accident.

'

The GPU Companies have had to purchase substantial quantities
of energy from 8:00 AM to 3:00 PM daily, except weekends, at greatly
increased rates. This high priced, on peak expense has exacerbated the
financial condition of the companies, and is causing the bills of rate-
payers to increase. The Commission urges ratepayers in the strongest
terms to attempt to reduce their energy consumpton during those hours,
and to try to schedule use of electricity during off peak hours and on
weekends. In addition, the Company must redouble its efforts to reduce
its costs.

.

4
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In particular, we point out that in the June 19, 1979 Order we
directed the Respondents to file a plan to implement a credit billing
system which would reward conservation through a credit per kilowatt
hour saved. The Respondents' reply indicated various reasons why the
plan outlined would neither be equx:able nor reduce purchased preer
costs. Respondents enose to evaluate our directive wicar;; :: tert:g in
alternative proposal. We renew our directive to the Respondenta ta
develop a proposal that will reduce today's costs of purenased power as
a result of the actions of its customers.

.

Met Ed has indicated in response to sur June 19. !?'9 Order
that there are many uncertainties associated w th a credit billing
system. However, during cross-examination Respondents * witness in-
dicated that any reduction in energy consumption would reduce purchases:

Q: Mr. Carter, if, in fact, Metropolitan
Edison were able to reduce by whatever
means its total sales to customers, you
were able to reduce it by say 10 million
KWH, does it necessarily follow that you
are going to reduce purchased power?

A: Presently, yes.

Q: Because you are buying so much at all times --

A: I suspect Met Ed is buying around the clock
either short-term purcaases from an associated
company or from the pool. So any reduction in
kilowatt hours at this point would be a reduction
in purchases at any time, regardless of the
time at which the reduction occurred.

(N.T'. 4112-4113) (emphasis added).

Therefore, we will again order Met Ed and Penelee to propose a
plan, within 90 days after entry of this order, for the implementatica
of a test program which will measure the effects of conservation-
inducing rates on customer kilowatt-hour consumption and on revenues.

*

The objective of the test program is to determine whether or not the
offer of a discount or credit to residential, commercial, and industrial
ratepayers who achieve a significant reduction in their electric consump-
tion over a comparable period in the preceding year would encourage
those customers to further conserve electricity.

All parties should be aware that if cooperation is not forth-
coming in this regard, the Commission will be forced to consider impcsing
on its own motion such conservation measures as curtailments of various
kinds, prohibition of new customer connections, ceilings on consumption
with penalties for overruns, pr cing of consumpt:ca above a targeted
level at the average cost of purchased power. 2ndeor other similar
measures.
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Effectivity of Tariffs

Notwithstanding our previous determinations, all rate changes
permitted by this order shall be pu- into effect for service rendered on
and after the date specified. The departure from this normal practice
in the June 19, 1979 and February 3,1980 orders was for the Respondents'
energy charges only and for the purpose of insuring an immediate increase
in cash flow. Here, Respondents' base rates are also being changed, and
we do not find at present such urgency to increase Respondents' cash
flow as would warrant granting an increase for bills rendered on and
after a date specified. The substantial increases granted by this order

. will, in our opinion, be adequate when recovered for service rendered on
and after the date specified.

Inasmuch as all matters properly before the Commission at this
time at tais docket have been determined; THEREFORE,

IT IS ORDERED:
|

| 1. That the order to show cause why the certificates of
public convenience of Metropolitan Edison Company should not be revoked,
which was adopted on November 1, 1979, is hereby discharged.

2. That the order to show cause why Three Mile Island Power
Station, Unit No. 1, should be considered used and useful in the public
service and why all of the costs associated with the unit should not be
removed from the base rates ot Metropolitan Edison Ccmpany and Pennsyl-
vania Electric Company, which was adopted September 20, 1979, is hereby
made absolute, consistent with this order.

3. That temporary base rates are hereby prescribed for Metro-
politan Edison Company and Pennsylvania Electric Company, effective
for service rendered on and after June 1, 1980, at the level of rates
prescribed herein, to remain in effect until December 1, 1980.

4. That Metropolitan Edison Company and Pennsy..vania Electric
Company are hereby directed to file appropriate tariffs or tariff supple -
ments in compliance with this order prescribing temporary rates.

.

5. That Metropolitan Edison Company and Pennsylvania Electric
Company are hereby permitted to accelerate the amortization of their
deferred energy costs through a surcharge, effect'ive for service rendered
on and after June 1, 1980, consistent with this order.

6. That the petition for modification of the order entered
June 19, 1979 which was filed by Metropolitan Edison Company on November 1,
1979, is hereby granted, consistent with this order.

7. That Metropolitan Edison Company and Pennsylvania Electric
Company are hereby permitted to file tariffs implementing energy cost
charges, effective for service rendered on and after June 1.1980, and
levelized at 19.1 mills per KWH and 3.5 mills per KWH respectively,
consistent with this order.

- 24 -
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8. That Metropolitan Edison Company and Pennsylvania Electric
Company may amend their tariffs to include in costs recoverable through
their energy cost charges the costs of demand or reserve capacity charges
associated with purchased power incurred from January 1, 1980 until
Three Mile Island Pcwer Station, Unit No. 1 :eturns to service or until
further order of the Commissica, c :sistent with this order.

9. That Metropolitan Edison Company shall forthwith reduce
its deferred energy cost balance in the amount finally determined by the
Commission at C.21597, in satisfaction of tne refunds ordered by the

~

Commission.

10. That the complaints of the parties consolidated at this
docket are hereby sustained to the extent consistent with this order,
and are hereby otherwise denied.

11. That the request to intervene filed by David D. Trout,
filed on March 24, 1980, is hereby denied without prejudice to Mr. Trout
to file a formal complaint.

12. That the complaint dockets C-79040831, C-79050907,
C-79050909, C-79101682, C-79121754, and C-79121808 be marked closed.

13. That Metropolitan Edison Company and Pennsylvania Electric
Company are hereby directed to propose, within 90 days after entry of
this order, a plan for the implementation of a tes program wnich will
measure the effects of conservation-inductag rates on cust:mer kilowatt-
hcar consumption and on revenues, consistent with this order.

14 That Metropolitan Edison Company and Pennsylvania Electric
Company are hereby directed to file and comment upon, within 90 days
after entry of this order, a proposed energy cost rate tariff to become
effective January 1, 1981, consistent with this order.

15. That the exceptions of tha parties are hereby granted to
the extent consistent with this order and are hereby otherwise denied.

16. That Respondents are hereby directed to serve all parties
with copies of all tariffs filed in compliance with this order.

.

17. That i copy of this order shall be served on all parties.

3Y THE COMMISSION,

. W -

A, __.--> >D / n
,

William P. Thierfel .

Secreta ry
(Seal)

ORDER ACOPTED: May 23, 1980

ORDER ENTERED: May 23, 1980
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