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In re:

Befores
THE PENNSYLVANIA PUBLIC UTILITY COMMISSION
- IO~

R-800511.96 - Pemnsylvania Public Utility Commission,
et al, versug Metropolitan Edison Company.
Investigation into a requested $76.5 millicn

dollar rate increase.

£-80072105 - Metropclitan Ediscn Company versus
Pennsylvania Public Utility Commission. Complaint
against temporary base rates fixed by the Commission
in its Order of May 23, 1930 at I-7S040308.

R-R0051197 - Pennsylvania Public Utility Commission,
et al. versus Penncylvania Clectric Company.
Investigation into a requested $567.4 million

dollar rate increase.

C-30072106 - Pennsylvania Electric Company versus
Pennsylvania Public Utility Ccmmission. Complaint
against temporary base rates {ixed by the Commission
in its Ora-r of May 23, 1990 at I-79040308.

Hearings.
~=00C=~
Harrisburg, Pennsylvania
November 19, 1680
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In re:

Before
THE PENNSYL/ANIA FUBLIC UTILITY COMMISSION
el w=
R-30051196 - Perusylvania Public Utility Commission,
@t al. Versus MetropoLitan BG1iSOn Lompany.

Investigation into a requested 376.5 million
dollar rate increase.

C-B0072105 - Metropolitan Edison Company versus
Pennsylvania Public Utility Commission. <Complaint
against teamporary oase rates fixed by the Commission
in its Order of May 23, 1580 at I-79040308,

R-20051157 -~ Pennsylvania Public Utility Commission,
et al., versus Pennsylvania Ela2ctric Company.
Investigation intc a requested 3$07.4 miilion

dollar rate increase.

C-80072106 - Pennsylvania Electric Company versus
fennsylvania Fublic Utility Ccmmissicn. Complaint
against tcmporary case rates fixed by the Commission
in its COrder of May 23, 1980 at I-79C40308.
Hearings.
-=000=~
Stenographic report of hearing held
in Hearing Room No. 3, North Office
Building. Harrisburg, Pennsylvania,
wednesday,
November 12, 1630
at 10:00 o'clock a.m.
-=000=-~

JOSEPH P. MATUSCHAK, ADMINISTRATIVE LAW JUDGE

-=000-=

- 27 N, LPCKVNILLOW AVE. = HARRIGBURS, ®A. 17112 -~

SRS —

e




E ) T

S | (4,8 Un - (8]
® B8 SRS S0 o RN S IOt Sy

e s =

et
Q L] w
B AR

]
-

e = -t
A W »
e R A A M i AR

=
[
P

574

T e

—

e SN

s e e e = B S SR

APPEARANCES:

STEVEN A.

k!

McCLARZN, ESQUIRE

Deputy Chisf Counsel

JULIAN 5.

S

UFFIAN, ESQUIRE

Agsistant Counszel

BCHDAN R. PANKIW, ESQUTRE
Assistant Counsel

Reoem 19, North Office Building

P. 0. Box 3265

Harrisburg, Pennsylvania 17120
For - Commission Trial Staff

W. EDWIN OGDEN, ESQUIRE
ALAN M, SELTZER, ESQUIRE
Ryan, Russell & McConaghey
530 Penn Square Center

P. 0. Box 699

Reading, Pennsylvania 19603

For - Metropolitan Ediszon Company and

Pennsylvania Electric Ccmpany

CRAIG BURGRAFT, ESQUIRE

DAVID BARASCH, ESQUIRE

1425 Strawberry Square

Harrisburg, Pennsylvania 17129

For - Office of Consumer Advocate

BERNARD A. RYAN, JR., ESQUIRE
800 Morth "“ird Street
Harrisburg

Fer -

’ennsylvania 17120
thlenem Steel Ccrporation

JOHN E. FULLERTCON, ESQUIRE
407 North Pront Street
Harrisburg, Pennsylvanlia 17101

and

*C. B. ZWALLY, ESQUIRE
1801 North Front Sireet
Harrisburg, Pennsylvania 17108
Por - Proctor & Gamble, Mational Fecrge Co., et al.,

Industrial Complainants

ROLAND MORRIS, ESQUIRE

KELLY, ESQUIRE
Duane, Morrie & Hecksacher

P. 0. Fox 1003

203 Pine Strest

Harrisburg, Pennsylvania 17108
For -« Viectaulic

ROBERT E.

MOHIBACH

MARS AL

.
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there is an

the ruling -- referring to the interlocutory appeal -- wea are |

going to deodge the ruling o©

Commission.

THE A

errcr,
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sengence reads:

~

f it and pass the

The right statement oy me was:

going to dedge the ruling.

We are not going to dedze

ruling of it and pass the buck to the Commission.

not, makes a little difference.

S0 we will have the record corrected.

The other preliminary matier is we have

three complaints fil

Investors.

ed by the American Society of Utility

buck to the

the

We are not

The worad,

We had inadvertantly neglected to note that the

petition cencerning the extraordinary rate reliefl matter and

the petiticn concerning the temporary rates were not complaints
against

against

dismiss

are

now

informed

the Metropclitan Edi

Sen
‘Sv

We had indica

Fennaylvania Public

Edison, are not

teing segregated and ars bein

Company but were complaints

2

that those petiti

ions,

the Public Utility Commission.

those two petiticns at the last meseting we had.

ed that we were gocing to

which are against

Ae

the

?
{
.
i

]

i
¢ .

4é are geoing Lo dodge

Utility Commission and against Metrcpolitan

givan

consolidated with these nesarings but are

separate treaiment.

-
-
~ -

the American Scciety

the z2ne invelving the general rate

88"
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1
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-
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o

- -

inrrease and the ccmplaint tha. the rate incrsase requestead

is not sufficient, and also the matter of the petition tc

e

. L

intervene. Those are open matters with us.

33 :
43 Any ruling that we had made as to the first:
3 é two complaints we will withdraw those rulings and let the i
3 § Comnission staff prcceed on those.
?é Are tnere any cother preliminary matters? |
5: MR, MORRIS: One other preliminary matter, !
9 | Judge Matuschak. On September 30, 1680 the Ccmmission
10 : entered an order in connection with the issue pertaining

i
11 to preferred dividends of Metropolitan Edison. In response

12 | to that order of the Commission, Metrcopolitan Zdison and :

S

. 13 the Commission staff responded ¢o Victaulic's amotion, !
14 i Victaulic, by the terms of the order, was |

o iibhl

131 8&iven an additicnal 15 days to reply to the answers of

! Metropolitan Edison and the staff. Such a reply would now
i7 | be untimely.

I am not ab”’2 today to indicate whether
o, we received a copy of that crder. We do not, as %o the
lawyers participating in this hearing, remember adverting
-+ . %o it and I wanted to notify Metropelitan "dison that we

. ! would be requesting permission of the Commissiocn. which I

*

~-+ @ssume is oroperly addressed to them. to file a2 reply, which
w 411 be several days untimely by the Cime we do it, and I
. - theught I shnould advise them of that en the record today.




1

i

] Our letter will be addressed to the Commission.

™

(o

LUS
e e e TP TRL LY NP SL T e e

[}

s b
WoN e

et

LEN

i
|
L]
'
‘ I wils reserve definite ruling cn it and give them an

} opportunity to give ame a memcrandum of law within a wsek.

THE AIMINISTRATIVE LAW JUDGE: 7ery well.

MR. RYAN:

THE ADMINISIRATIVE LAW JUCGE: I think at

MR.

comment.

THE ADMINISTRATIVE IAW JUIGE: But I said

Judge, on the remaining petitions of that Scciety of Utility

Investors, the ones that dc apply to this case?

was in the wrong forum.

RYAN: Right,

—

Are you going to delay acting.,

the last hearing we had my thoughts were that the Society |

I heard part of that

I alse indicated that we woculd not consider

]

{

the petition to intervene in the form in which it was sub- |

mitted because it referred to the other two matters alsc,

and if

ne would re-form that petition Lo intervent then we

would rulie on that.

MR.

; this wsek.,

I have two matters I would like

R —

NMOMRBACH & MapsHAaL

RYAN: That may ccme up on Friday of

)
THE ADMINISTRATIVE LAW JUDGE: Any other

greliminary matters?

MR.

FPirst of all,

M~
LRt

BARASCH: Yes, Ycur Honor., I»ur Honor,

= &7 " LeCOXWILLOW

%0 take up.

in the last get of proceedings

AVE, = MNARMISIURG. BA, 7112
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we had a very extensive off-the-record discussion with Mr.

which we then put on th2 record in the form

L]

Newton, some O
of data requests or other guesticns.

Afcer thinking the wmatcer over furtner, we

I ———

have a few other guestions for Mr. Newton, but I don’t
particularly have the need to rec.ll him., I don't need tc

get these answers from him cn the stand if the company would

provide responges in the form of a data request.

Te exp .ite the matter, rather than preparg
a Tormal interrogatory and serve it and all the rest, I
would 1ike to do it on the record orally. ,

I have a rough typed copy of the matter in
front of me which I will give to Mr. Ogden so that he won't
have tc have the court reporter -- [

THE ADMIIISTRATIVE LAW JUDGE: Well, put
it on the record =o that all parties may nave notice of wi'xa.t'.‘E
your requests are.

MR. BARASCH: Regarding botn Mecropolitan
Ediscn and Pennsylvania Electric Company, regarding the PJM f
reserve capacity payments reflected in the yzar ending March

31, 1981, we would like Mr. Newton or gome other officer of

the company to provide several things.
I

'

Pirst of all, the cate of forecast for thne,

installed capacity and accounted for ocbligation for the
v D

portion of the test wear prior to May 30, 195C and for the

IOMAZACE % MARSHAL, N2 = 27 N LOSKWILLOW AVE. — HARRISBURG, PA. 17112
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1 | portion after May 30, 1930.

23 Secondly, the three-year pericds for forced . .

i outage rate experience that were used in the two forecast

e

3
4j pericds referred to in the first part of the question. !
5§ Then a2 question. Isn't it true that the ;
5' first time the TMI outage will be reflected for purpcses of E
7' PJM reserve capacity expenses, that is to say, actual expenseg

/

il i

8 | or credit not projected, is for the planning period beginning |

|

9§ June 1, 19827 :
!

: |
103 If net, when will the (M1 outage be reflectgd

115 for reserve capacity expense purposes? f

Furthermore, isan't it true that the planning

12

i3 : period deginning June 1, 1982 will reflect nine months of the; .
145 outage averaged with 2,25 years without the average? {

i5§ Fourthly, isn't it true that it will not f

;5% be until the planning period beginning June 1, 1984 that the ﬁ

;7% full effect of the outage for PJM purposes will he experience;

13§ due to the three-year average {orced outage rate?

19 4 Finally, isn't it true that the effect ol |
295 the ¢t Dany's filing is to tegin to charge in rates full
|
-- | reserve vapacity expense of the outags even thougnh the full %
reserve capacity expense #ill not actually be experienced |

22 ¢ until the tlanning pericd beginning June 1, 18847

New I have that ian written form, and for
X

ease of ir. Ogdsen's response I will give him 2 copy of it.

TONMSACH & TARSHMAL, NG = 37 M. LOSHWILLOW AVE. = HARRISIYAG, 2A., 17112
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|

|
-

Those guestions apply with equal impact for ocoth Met<id and |
|
Penelec,
One other matter, Your Hcw.3r -~ 1
THE ADMINISTRATIVE LAW JUCGE: Do any of |
the other parties wish a copy? ‘
MR. BARASCH: I woculd have to have it |
Xeroxed on the break. |

|
THE ADMINISTRATIVE LAW JUDGE: [Lepending |

on the parties who reguest a copy, you can give tnem a copy.

(Transcript continues on next page.)
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MR, BARASCH: her2’'s anotcher matter, Your lonor.

. Yesterday we received in cur office correspondance {rom GFU '

SIS <

e

SBETYD e nFE ain S  =

' tax and regarding payment of a tantative 1581 gross receipts

TOE 5 75 SR

- e U Wl

regarding a Met-Ed Exhibit J-3, a letter I think dated
November 12th from Flevd Smith to the Commission. And in
that letter there's a reference :o a requast that the

Companies have made with the S ace Department of Revenue for

an extension regarding finmal payment of a 1980 gross receipts

cax that are now presently due in April of 1981. That issue
is ver, relevant to these proceedings, obviously, because of
the credit line that the Company hac restified ¢o in the
proceedings. '

What we would like is Lf the Company's attorney ;‘
could inform us as to whether or not that formal request has '
sctually been filed. And if sc, we'd like a cooy so that we é
understand whac the status of the proceeding is with the
Department of Revenue. And if it hasn’t been filed, we'd
iike to make an outstanding requestc to be . ovided wlth a
copy waen and if the request actually is made to the Deparc- :
ment of Revanue,

MR. OGDEHW: Ccunsel for the Company prasantlw
seated will have to check with the counsel for che Ccmpsany
wno handles tax maticers o ascariain whether and if

filing will be made.

THE ADMINISTRATIVE LAW JUDGE: 7You can report

i
2t 2 WANSRAL, MNE = 27 'L LOSIWILLOW LIS = JARKISSURS, DA, 17112 e e
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MR, BARASCH: Thank you, Your Honor. That's all

1 had preliminarily.

SN TSGS o SRR

4 1 MR, CGDEN: Your Henor, we had indicaied we would

nave ¥Mr. Huff here for Met-Ed accounting macters and Mr.

W
d A ND

T ——— S —— . ——r. S ———————. . ——. —— i o o

g

Carroll here for Penelec accounting mattars, It doesn't

G

matter to me which one of them gues firat. Do I take it |

S\
YIRSy S5

that ifr, Fuff may have more questions direcied to nim than

v

)

! Mr, Carroll and perhaps we ought to go wito »im £first?

MR, BARASCH: As far as coday's concerned, that

<27 |
(]

certainly is true for the Consumer Advocate’s office.

fes
[y
-

- -
P

MR, OGDEN: Mr. Huff,

LAEED L

THE ADMINISTRATIVE LAW JUDGE: Has he been sworn

FeY
(F3)
-

ia both cases?

fead

A — - et e — =
T o d— —— . > stp—

L. § MR, OGDEN: Ves., He's beasn sworn in the Met-Ed

15 procceeding, both in the petition for extraordinary rate

( Tellef and with respect to the temporary ra:c2 matter hearing..
12 4 THE ADMINISTRATIVE 1AW JUDSE: Let me swear him

¢t in, and then we'll cover all steps.

]
P

%3 | DAVID L, HUFF, recalled 23 a witness on

behalf of Respondents, was sworn and tastcified




Huff-Furtier Cross , 583

. —— e o S

- —— o T 1 TR

—— e~y

examination.
THE ADMINISTRATIVE LAW JUDCE: Staff, ‘
{

MR, SUFFIAN: Thank you, Your Honor.

FURTHER CRCSS

BY MR, SUFFIAN:

Q Mr, Huff, can you tell us when you believe

T —

™I-2 will go sack in service?

{HE ADMINISTRATIVE LAW JUDGE: I think someone
else testified about that.

MR, OGDEN: Your Honor, Mr. Arncld was here last

week and gave some fairly extensive testimony. And T doen't

think Mr, Huff, being the accounting witness, can give you =
MR, SUFFIAN: If he has any idea, I'm asking (f x‘
he could., I know Mr. Arnold was tesctifying for the most i
part on TMI-1l, I believe, in the third or fourth quarter of i
1981 being authorized to go back in service and actually |
going back intc operation. If he doesn’t have any idea or

if he can't answer the question, that's all right.

THE ADMINISTRATIVE LAW JUDGE: Well, if he can't|
answer the quastion, you can requesi of che Company that
they provide that information for you in one form or 3nother.§

MR, SUFFIAN: Okay. Perhaps you could provide
rhat in the form of a daca request. I think we focused |

lasi: weak on TMI-1 ‘

SSHRDAGH & IARSHAL, TN = 27 M LOSKIYILLOW AVE. = HARRISEURG. Pi. 12113 emcacemmmamm—
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3 ;Your Honor. We're not meking a clalm in this case for

Hull-Fuorther Cross 584

. - ———— ——— S—

MR, CGDEN: 1I'm sorry. Maybe I uissad the
.question. Would the Reporter ead che question back, please?

(The Reporter re=ad back the question as

follows:

—

"Mr. Huff, can you tzll us when you believe

T™I-Z will go back in service?")

SES - N N PR

e

MR, OGDEN: 1 fail to see the relevancy of that,

'TMT-2, either in rate base or im the income statement.
i

MR, SUFFIAN: Well, I think it's clearly vele-

%vant. Insofar a3 the associated clearup costs of TMI-2 are

fcancemed, it might be claimed as an 2llowable rate-making

expense recoverable through rates. And also in the area of
?taxes. If perhapes T™MI-2 is ébandoned, this iz part of the

jexamination I intend to get into this moraing, the zffect

,fhat would have on taxes. |

‘
i

N THE ADMINISTRATIVE LAW JUDGE: 1 think it does

‘have some relevancy. And aside from that, if wy recollection's

«corrac:, the Company has been making ctatements in the 3

‘public press about thatc, aayway. I think ic dces have some |

ra2levancy, too, on the finaucilal condition of the Company

' 4

e

d ics firancial cosis. We'll direct the Company to fur-

nish that information, either by a wiitness or by a response.

MR. SUFFIAN. Data request would be sufficient

for Scaff, Tour Honer.

e s e ss OHBBACH & TTAREHAL. MNIC 27 N
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Huff-Further C:ross 585

- —r—— o ———— - .

i BY MR. SUFTIAN:

4

1

Q Mr. Huff, T believe lfr. Arnoid testified last

. week that he anticipated cleanup -osts for TMI~2 In the

neighborhood of $1 million or somewhere thersabcouts,

A That's correct.

Q Do you recall chat? Okay. Now, assuming that
TMI-2 is abandoned, what would you anticipate the abandon-
ment loss to be for tax purposes?

MR. OGDEN: Your Homor, I'm not awars that
there's been 2ny testimony in this case that a decision has
been oade to abandon TMI-2.

MR, SUFF1AN: I didn't say a decision had been
made, 1 said "assuming'”. This is hypothetical: Assuming

tnar TMI-2 were abandoned, what would vou anticipate the

. abandonment loss to be {or tax purnoses.

MR, OGDEN: 1 don't think that question’s
relevant, Your Honor.

MR, SUFFIAN: I think it's <learly relevant,

. Your HAonor. If it eventually is abardoned. then certainly

e BAGN & ARSNAL. LN

|
|

chis weuld generate 2 significant loss for tax purruses which|

~
-

Q

uld be ucilized by the Corpany in reducing its taxable

income in the past and in :the future, and this would have an

sifeet on rates.
MR, CGDEN: 2dut chere’s been no testimony that

rhis is the assumption thatc the Cocmpsny' s miking.

w ‘-

.

)

)
¥

\

URG. P2 R e ————
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- effect of the abandonmment, if we hypothetically did abandon
iz, it would be probably in the range of 300 millicn or

- thereabouts., That number, subject to checking, of course,

! loss if T™™I-2 ware abandoned, when 2dded to the cleanup

' costs for TMI-2, would result in, oh, abeut $1.3 blilionm,

Hulff-Further Cross 586

THE ADMINISTRATIVE LAY JUDGE: Wwell, it's a
hypothetical gquesticn as to cthe effect of abandonmenc., We |
overrule the objectiom,

THE WITNESS: I dom't know the exact aumbers,
Therz's nothing that I have in my power of recall at the

moment, Met-Ed's investmentc in T™MI-Z is on the order of

o ————— ot —————
S ——

360 million for elesctric plant in service, I believe. The

may be higher or lower.

EY MR, SUFFIAN:
Q And this 300 million, or thareabouts, abandonment

. assuming that the cleamup cosis would amount to approximately

|

1 billicn, as Mz, Arnold testified to last week? |
A Given those two numbers added together, it would |
te 1 billion 3, yes. They're both subjected to wide ’
variacions.
Q I underscand that, Mr. Haff., bdr. Buff, wuld this
loss == or could this loss be carried back, I belleve,
thiree years to offset taxable income in past years, therabdy
reducing cax liability to the faderal government?

A The tax laws provide fer carry-back provisions,

L LOSAWILLOW AT, = LARNISEURG, PA. 17112 —u camren



Huff-Further Cross 587

I ——— T . . ———

yes. Whether or not there 1s encugh taxable i{nccme in the

%z - prior three years o cover that, T think that probably the

L]

amount that would be carriad back weuld te fairly small in

comparison to the 1.3 billion.

S > R

D e —— ————————— i s ——.

¥ Q But it could be carried as the tax law provides?
é: A There 1s a provision that it could be carried,
7£ yes.

3 Q And given the hiscory of earnings of Met-Ed and

9 GPU, what do you ~-- and thie w2gnicude of loss, apprmimtelyf
i $1.3 billion, how many vears would you estimate that the i
i, loss could be carried inco the future to offset taxzable

inccme of Met-Ed and GrU?

5
TR S s e

MR. OGDEN: Your Honor, thia calls for so many
14 assumpticns that it amounts to speculation.
i3 THE ADMINISTRATIVEZ LAW JUDGE: Well, it's his

general knowledge as to what -- T get he wants to know what

e s e eginr it gt i

.7 . the carry-back and the carry-forward is.

MR, SUFFIAN: Precisely, Your Honor. That's

o

what 1t i3, I understand that these are very rough esti-

W

e ——

- 7ates, and that's why I'm phrasing the questions as I am, |
|

gl~en the history of the w#axabi- 2arnings of ths Company and)|

|

- the magnicude of the loss.

. THE ADMINISTRATIVE LAW JUDGE: How many years _

b

=y forward under the IES rules?

i

could you eca

rl
i
0
"
ua
O
r
.

(]
¥
(%)
e
-

HE WITNESS: At th2 momeni

™

MEHRBIEM & RANSHAL, TS, = 27 LOS QUM LY AVE -~ JARRISAURS, ™3 172
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! your taxable Income, Met~-Zd's and GPU's taxable income, for |

e

LN

Haff-Furcher Cross

i — —— —— S —— " " —_—————— o ———— - .  — —

{t's seven years.
BY MR, SUFFIAN: i

Q 3o you believe that it could in effect offset

the entire seven-year periocd?

A There is a provision there to carry forward
seven years. It may entirely offsat any eavnings that may

. be available, ves.

Q Ckay, That's a possibiliey. Now, has GPU

claimed 23 a loss deducticn on its [ederal income tax the

§ losses, all or any portionm of the lcsses, attribatable to '
! the accident at TMI-27
A I'm troubled with the definition of the word

"losses'.

“ e T SR 4

Q Well, has it ~laimed as a deduction the loss

et et e S S e

j due to the ifavestment in TMI-2 due ¢o the acci-ent?

A No. Once i:'3 declared abandoned or declared a
loss, the entire loss must he racorded on the financials
ind taren at this time., That has not been done. ;

Q Wow, what losses has }et-Ed or GPU clafimed on
its Zederal income tax re:umrm insofar as the TMI-2 accident

. zoes?

'k A I believe the sxpenditurss ol the cleanup have

been included., However, I'@ not certain,

Q Then thers is a possibility that a certain

T SOCIVMLLOYY AVE, = YAMISEURG, PA. 17718

Ve e O IIBASHM & "TARSHAL, TMC. =



o)

e

o

T S|

- ———————— .+ — " ——

B

}es
(%

589

-——— - - — — —— ————— ————

pertion of the loss and the iavestment in TMI-Z may have .
been élaimed on the tax Teturn?
A Not the investuzent on the books. That has not
been claimed a8 a tax loss. i
Q Now, could you tell us why at chis polnt in ctmev
none of the invescment in TMI-2 has been claimed as a loss i

because of this accident?

A Why it has or -
Q Has not. You saié it has noi co date, and I'm
asking vou to explain == |

A It's my understanding that it 1s not considered

as a 1085, And until such time that 2 determination that it
is a complete lo9s, we believe -~ are going forward on the
agsumption that it 13 coming back in service. So therefere

it is not a loss,

. ———— T ———————

Q Mr, Huff, are you familiar with the Intewvnal
Revenue Service revenue rulings with regard to the timing

of an abandonmentc loss feor tax purposes?

A No, I an not.
c Well, 3 specifie ravenue ruling, fevenus Ruling
54-5g1, mentions that an sbandc ment loss is deductibla when

the loss is sctually sustained rather chan when the overt

{
|
i

s of abandonment occurs. Now, acceptirg that chis revenue!

. »

ruling does scata this, that {t’s wrten the loss is 3ustained ;.

t occurs, weuldn’t it be trus that

s
(8]
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3
w
"
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{ the abandonment loss for TMI-2 inves:tmen: should be taken in

the year that the accldent ocecurrad?

was consldered a loss, I believe vou're ;

A If it .

' i

. *eurrect. But it's not considered a loss. !
Q 1t wasn't considered sustained in the year that ‘

!

the acclden:c occurred? |
! A No. i
! THE ADMINISTRATIVE LAW JUDGE: In that cemnection,

|

could part of it be consicdered as a loss without considering

lies

the wholeplant as a loss under the tax rulings?
THE WITNESS: I beliasve that may be possible,
BY MR, SUPFTAN:

Q

' sidered as a less insofar as it was sustained in the vear

And no portion of the actual investment was con=-

[ 5= SRPRIpP R 7 S B 3

. that the acclident occurred: s that tTue?

A To my knowledge. ves.
Q vr., Huff, do you know what 2 technical advice

. memorandum is?

A I kmow they exist, I have read scue on very few

secasions.,

Q

national office to a field offica regarding the current i

Would you agree that it's advice given by the IRS

examination of a specific taxpayer in the context of a

particuler factual secting?

A That's my underscanding of what they are, yes. i

L BLmBAGH & MAATHAL, MG, = 27 . LOGKITLLOW AYI. = HARRISEUNG. PA. 17115 e cee———
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. the Companvy's response to Trial Staff’'s Interrogatory ¥o. 16.

—— - . cm——

Q Now, could you tell us whether Mec-Ed haz ever
requested a tecinical advice mexcrandum from the IRS during

a current examination with regard to capitalized pension

costs and taxes?

A It's my underscanding that Met-Ed itself has not,

nol
Q Now, in Met-Ed's most recent examination by the

IRS did the azaminers ulicimacely dony capitalized pension

c0sts and taxes 88 a current expense n caiculating taxable

income? 1
A (No answer). |
|

Q Perhaps 1 should rafer vou o your response or

Do you have that reference, Mr. Huff?
A Yes, I do.

Q I believe Page 1 of 1 of your response states tha

S S ——

. che IRS w»as contemplating the disallcwance as a curren” income

. tex deduction of the pension costs and taxes but they did

acquiesce in the matter and thay permitted the deducicion for i

| Lax purpe s,

‘ tznes for Met~Ed claimed in this rate case ~- correct e if

4

¥or the years ‘77, '78,

Q Right, Now, the capicalized pension costs and '

. 1'm wrong -~ are $1.347 miliion.

A Righ=.
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Q dow, did you tcke a in calculating
your federal lncome taxes =-- f{or ratez-making purposes, acw =-

these capitalized pension costs and tazes! .

A No, we did not. '
. " b o ) i
(Transeript continues on following page.)
i
g
|
|
!
f
1
'
i
{
{
'
|
!
|
!
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Q You did for tax purposes for the government;
but you 4id nct for rate-making purposes?

A Yes.

2 Thank you. Have you completed your answer, |
Mr., Huff? |

A We indicated in that response that we ;
thought the naticnal office would reverse that rulling and
I nave supplied the staff with a copy of the letter that
you refer to which indicated that the national office feels |
that they are not deductible at current tax expense. 5

Q But they nad been permitted as deducticns ;
for federal income tax purposes in the past?

A In the past, yes. i

Q And they have not been deducted from i
federal taxable income for rate-making purposes in this f
case as you testifled? |

A No, they have not.

< Now I am zoing to refer to a question thaté
I directed to Mr, Arnold last week and which he referred to |
the accounting witnesses, ycsursell and Mr., Carroil.

When TMI-1 iz in the testing phase, how

will the tecst energy costs be treated for accocunting purposes?

A Referring te the third quarter of this
rear when Mr. Arnold iadicated they would de going through

certain %Lesting procedures?

HARESMA M, = 27 M. ULOCKWILLSW AVE. = HARMISBURG. DA, 17112 ccaam——
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i
) " . g " N = B !
P Correct, .. think it is the third quarter g

B

of 1981 and the fourth quarter --

~

A I stand corrected, yes, the third quarter

of 1981, There are at least a couple scenairics that come

= S L

to mind in the accounting treatment of it. One would be =--

| let me rephrase that -- both of these scenarios that I am

1
._é talking szbout are covered by the provisions that are in the
a: energy cost rate, both the current and the proposed. ;
| The first scenario is that Three Mile |
| Island No. 1 is a plant that is in an extended outege and
: therefore when power is produced, whether it is through the
d
% test program or whether it i1s when it is in full operaticn
; is immaterial, is that the cost of the fuel would be charged |

to fuel experse and therefore would be covered in the energy

cost rate.

The other scenario that I can think of at !

,? the moment would be the situation where, if the Commission

agreed to let us capitalize the operaticn and maintenance

expenzes and the depreciation in that instance, it still
would be covered under the =CR rate, the test energy, and
I put that in quotes, that we would probably charge tne

»

{ customer the average cost of the other socurces of energy

ather than nuclear through the ECR rate and offset the amount
- |
capitalized.

Q T didn‘t catch the last.

B csemess MEHRIACH & MARSHAL, 'NC. = 27 N. LOGKWILLOVW AVE. = HARAISEURG, PA. 17112
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A
porticn.
for that.

Q

of the fuel and energy costs associated with nucliear?

A

Offset :he amcunt of

You are saying there would be capitalization

In other words, ine customer

the capitalized

would be given credit

When I talk of capitalization I believe

the proposal that was in the modification of the petictien

was that we would charge. I believe it was, Account 184 or

186. In that terms I mean capitalized.

Q

capitalized.

1 am just tryines to understand what is

It would just be the nuclear fuel and energy

coste in the testing phrase and you would expense what, now?

A

rastart expensges and the depreciation, in other wcrds,

collect it for reccovery over scome future period.

The proposal was to also capitalize the

Under

this scenario it is possible that we would, thrcugn the EZCR

rate, charge the custcmer for {he value, if you will, of

the test energy and credit those 2xpenses so that the total

dollar amount reccovered in this capitalized piece would be

much smaller.

Q

What weculd be recovered througl expenses

under the second scenaric? Did you mention that a portion

would be recovered througzh sxpenses?

abocut the credif o expenscs to offset the charge for

HAL, ‘NG = 27 M. LOCKWILLOW

AYE, -

{ARRSBUNG

A
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i\
1 A I meant that the offset credi e be
4 F )
added to the expenses that we had capitalized for future
&recovery.
1
4 3 Or reduce the expense.
i
! A They would reduce it, yes. But in either

$Case the energy coet rate would cover it. In other words,
i

7 { have provisions in the energy cost rate formulas to cover

£ « the test energy.

©

e i i

tab
=

<

a

N

j-

[

- A ——

C—ma

i3

{

<Q But in the second scenario I think you
mentioned the amounts would be capitalized rather than go

through the energy cost rate, so that is a bit different, is

it not?
A No, the energy cost rate would, and for
illustrative purposes perhaps the average cost ¢f energy is

30 milis from other sources as opposed to nuclear of three

T L i i s i

! mills, the 30 mills would be recovered through the energy

: ever that number mey be multiplied by the megewatts of test.
: That two or three hundred thousand dollars would be charged
; thrcugh the energy cost rate and tine offset of the two or

|

i three hundred tnousand deollars would be credited against

i the exs2nses that were capitalized Jor recovery cver scme

' future sericd.

Q A seumd natter the: was discussed last

e ———————. i o—— MSSpNp———

cost rate because that is the average of other power sources.

| It may produce two or tihree hundred thousand dollars or what-

——— (I OHARACH & MARSHAL, NG = 7 N ACGXWILLOW AVE. = HARNIZSURG. PA 72 ST
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week, could you tell us whether the original and reviszed :

Fad)
B =~ SN

. forecasis, the load and capacity forecasts prepared by

W

|}

Messrs. Cherry and Raber, were used by ycu in the preparation !

31 i
‘? cf your eorigical and revised budgets? :
5! A New you are saying original and revised? ;
é'i Q Well, there was an original budget and |
,!that was revised. ?
8 ! A Yes. i
91 R  Are you familiar with that?
F A Yes.

Q Mr. Raver, I believe, last week testified
that he submitted a revised load and capacity forecast dated |

3 May 23. I think, 1980, and that this revised his original

i3 | i
& « load and cepacity forecast. f
15j I am asking you now whether these load and i
1 capacily forecasts prepared by Messrs. Cherry and Raber were |
,7: used by you in your development of your original and revised é
-8; budgets. |
9; A First of all, a2 revision as you are |
;0£ referring to a revised budgaet, in cur nomenclaturs is not ;
“ii & revised budget per se, it i3 a later forecast. That i
22: differentiates between an original budget which we track |

- agains¢ constantly, and are doing ncw. as opposed tc a |
' later estimate.
It is 2 complicated precedure whereby the

ASHAL, NS, = I7 N LesSw SV AVE. = DARRISBURG. *A 17112 mecvemm s
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" gload and capacity forecast is utilized in the generation
T
|

o et

component and in the fuel forecast component in which many

w

o ——

}‘people are involved.

3
4? Specifically to the May 23rd, whether that |
53 in fact was used, I cannot answer at this time., I would u. q;
6 | to check that. |
,5 ) Will you check that for us and get back te E
3Z'us on that, please? i
- f A Yes. T
0 5 2 In the form of a data request. I imagine |
ilﬁith‘t would be the best procedure. Could you tell us alaso :
12 ?whetner the original load and capacity forecast was utilized

., i3 ; oy you in developing your original budget?

| 1 E A Yes, that one, yes.

15i Q Thank you. Could you tell us whether any
161 expenses associatad with the conservation and lcad managcment:
17; master plan are claimed in this rate case? f
;31 A It is my understanding they are not. ;
19? Q They are not? ;
2°é A They are not. Necw maybe I can qualify it
31€ a little pit. Within the GPU charge that Met-Ea has in its |
225 budget there may be some of Mr. Hood's time in working on it
ng but it is not identified as a load management program.
: So to that degree there is a possibility
v (

. : | ene could conceive that there is 2 very small piece of his

MOHRSACH X MARSHAL, ™MC. = 27 N LOGHVALLOW AVE. = HARRISBURG, PA. 17112
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time within that charge.

Q Would that be limited to Mr. Heod or would

there also be included the {ime of other personnel working on;

the load management and conservetion master plan?

A It is possible within that charge there
may be other people involved,

2 Do you know what the magnitude of that
would be?

A No, I do not.

) MR, SUFPIAN: That is all the cross-
examination we ﬁave today, Your Honor, of Mr. Huff,
THE ADMINISTRATIVE LAW JUDGE: Consumer
Advocate?
MR. BARASCH: J[hank you, Your Honor.

BY MR, BARASCH:

Q Good morning, Mr, Hulf.

A Gocd morning.

Q Turn your attention to your Exnibit B-l,
Part 8, page 1. Most of the questicns I will be asking you
concern Part 8 of B-l., We may as well start there. Do you
nave that, sir?

A Yes.

Q Talte a leoock at column &, line 5, I see
there that you have not included an adjustment for late
payment charge revenues along with your other adjustiments

MINAESACH & MARSHAL., NS, = 2?2 M, EOCIINILLOW AVE., ~ HARNNKISBURG. PA. 171123
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, 3 == do you see co) ere?

| payment charge value of $573,000 by the $242,441,000 figure

to achieve the required return, is that correct?

A Toat is correct.

2 You may have been prasent when Mr. Carroll i
testified a week or two ago. Were you, sir? é

A No, I was not. }

<Q If not, would you accept, subject to check,;

that Mr. Carroll in the Penelec proceeding included a late ;
payment charge increase associated with the requested revenue

increace?

A Subject to check I will accept that. f

Q  Would you also accept that his late payment |

. charze adjustment was .225 percent of revenues which, if we
| were to apply that same percentage to your filingz, would

- amount to about $108,000 of increased revenues?

el If we were tc perform a similar calculation

1}

for Met-Ed, in order to normalize the value shown in column

A Yes.

3, You would basically divide the late

i
!
A It 13 poszirle. ’
{
i
|
|
|
i
|

- to come up wita the ratio, would that be the correct approachf

At lzast if we wanted to gzet 2 comparable percentage figure !
for Met-Ed.

A I am nct sure i tha: is a correct approach

RBAMN & MAASHAL. IMS ~ 27 M. LOCKWILLOW AVE. = HARRISBURG. PA. 17112 e cmmnn
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B — o 1

but if you are ccming up with a comparable number, that may
be one way of deing it, yas. .

o And that number would be appreximately f

e = IEE S

.236 percent, does that sound right, sir, just leoking at
the aumbers?
A Yes, sir.

] Mr. Huff, isn't it <rue the laie payment

R A R i S

charge is assessed as a percentage of the aggregate dollar
amount of outstanding bille beyond the due date as a general
propesition?

o That is correct, yes. !

Q So if the company wcould receive higher |

e R i, ST 5 TR it

revenues on ¢2th bill due to higher base rates in a rate |

Case, then the ggregate outstanding Lills wcould be larger,

4 all Tactors rex-.ining the sawe, woulda't they, sir? !
A All factors remaining the same, but I think

that is lauportant, that assumption.

, Q Now do you have any reason to Yelisve

| that if this company was awarded a ratc increase that we ;

would not see concomitant growth in the ate payment charges

the company would be receiving from its ratepayers?

S R T RSN A s

A It is entirely pecssible it may go up, it
3 Could you enlighten me as ©o why in your

preparatiion of the Met-Ed case ycu: nave not made an adjustment .

————— IO EEBACH 3 MARSMAL, INC. = 27 N LECKWILLOW AVI. = HARRISBURG, PA. 17112 et
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1 i A Tnere is an increase in the uncollectible

5 accouncs. However, I think that a grea* porticn of that is .
5 | due in part to baniruptcies. Ye nave found that =-=- |
él Q What did you zay? i
55 A I am sorry, I am thinking of the write-off ;
5 i of the delinquent accounts. '
72 I have not dene a study to show the f
3 ; relative pattern of delinquent accounts. It is my recollectién
3 | that we nad thought that thay would go up more than they :
10 E have, chat the customer accounts receivable have been well |
i1 ; within our expectation. |
12 4 < Thank you. Just so I understand this, Mr.
i3 Huff, the late payment charge, is that a percentage fee , '
14 tacked onto a b1117 How was that charge determined? i
;5: A I believe it is a percentage, yes. é
5. e So at least in theory if the amcunt of the;

7 bill oufstanding beyond the due date grows, then the late
‘g 1 Payment charge associated with that higher amoun: will like-
1;} wise grow? ‘
20 | A That is right. Z
315 =1 Now I think earlier when I first started |

o 5 4
Soow

into this you indicated that -- we were discussing scome |
racios that T gleansd frem the Penelec exhibits -- that !
what I was proposingvas one way but I thaink yosu might have

s2id may not be the bast way. Do yocu hawve another approach

NE. = 27 4 LICXWILLOW AVE., = HARRISIURS, PA. 17112 —
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W

. that you think would be a better way of reflecting that ratio |
' or relationship?

A Not specifically, but I am troubled a little
bit by che direct correlation that as the btill goes up so does

| the late payment cherge. Theoretically that is entirely

R e e )

! possible. Theoretically, it is pcssicle, 2ls0, and I am

talking in general terms, and I repeat, that it orobably

—= VI

¢

! would depend on some ecencmic conditicons.

R e

- So when you wers saying you rot sure, you
. were not questioning the numeric calculations I was making?
A No.

| ] You were questioning perhaps the theory

|

. ¥ behiné my cuestion? ;

! A That is right. !
i
|

Q Woulid you turn to page 12 of Part 8, please?

!
! a
1

| Do you have that, sir?
| A Yes.
Q Now, at line 8 on B-l, Part 2, page 12, youi
. have an increase in expense to amortize the investment in i
Berne and Stony Creek. Do you see that, sir?

A Yes, sir. %
1 Q In addition to these amortizations, isn't

' it true that Met-Ed has also included a total of abdbout ?

(4 $3.1 million in rate bese for the unamcrtized balances in

these investments?

NC = 27 N LOCKWVILLOW AVE. = MARPISIURG. A Hl i B e ——
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That is correct.

And that we would find in, I think it is,

B~l, Part 2, page 14.

That is correct.

Isn't it true that yocu are recuesting the

amortization because tne investment in these facilitles now

Thac is crrrect.

The amoun* to be amortized for Berne and

;0 | reflected in rate base for Berne is only the amount of the

i3 A

;1 costs incurred for engineering, licensing and environmental

12 { studies, is that correct?

Thsat i3 correct. The land cost is nct

14 | included. We anticipate selling that.

is | a

16| Berne, excluding these liceasing and related costs, is about

7{ $4.4 million?

The book coet of that land invesment for

in the company's opinion will not be utilized, is that correct?
|

|
|
|
'
|

I

18 | A  That numbar does sound familiar. ,
‘ !
i9 Q I think it 1s $4,380,000. |
| l
720 A Yes. '
" !
21 ¢ a  Wow I think you just testified that the |
i H
zzé Berne property is presently for sale, that the company f
d |
3| intends to sell it? :
A That is correct, Mr. Barasch?
23 2 Yes.
~— oHASAC % MARSMAL, NC. = 27 M. (9SXWILLOW AVE = HARRSAUNG., PA. 17112 v
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A I think [ stand correctad on the Berne

aite Tt is my recollection that there was a reversal of

allowance for funds used dwing construction during Che late

springtime which reduced the actual halance to $3,834,000,
N So the $4.38 million would include AFIDC?

A Yes.

- When you back cut the AFDC ycu end up with

what?
A $3,334,000, That was as 2 result of a

prior FERC audit. I am sorry if I interrupted your train

of thought.

2 No, that is okay. As I understand from

. your testimony, I think it is page 8, you are testifying

that if you sell this land at a prefit you intend to flow
that back to the ratepayers, is that correct?

A Yes.

< How do ycu propose to amortize that gain?

Are you going to do 1t over a five-year periocd o~ what?

Assuming that there was a sale for profit. The reason why

I prepose this five-yzar pericd in my question iz here you

are proposing to recognize the expenscs and amortiza them

over a five-year period in ¢hig case.

;

I am just wondering, would you also propose

that the benefits derived from the sale sbove beck would slso

flow ©o the ratepayer cver the same period of {ime?

. ABEAL M= — 27 M LBSKXWILLOW AYE. = “ARRISBUWRG. PA e R
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A A I think that would b2 one approach that
; we would heavily consider, yes.
‘i Q Now another matter waich is really |
] {
jimportant is, if it is the company's position that upon profit |
i :
i from the sale it is going ¢o be credited to ratepayers, would '
J you immediately begin to amortize trat profit on the books or
] would you wait until a rate case comes aiong? Do you under- |
| stand what I am getting at in my quescion? !
| i
| |
: (Transeript continues on next page.) j
{ '
|
i |
i g
’. |
{ |
; |
| :
| |
" |
f! [}
|
|
; |
! |
|
|
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A Assuming that the sale eccurred prior to the

- conclusion of the race case and acceptance or denial of

revenues. But If it was accepied that it should be in the

. racte Dase, lt would be amy tchought process that we would start

amorcizing it when the ratemaking started or when che rates
were scarted.

Q So if we had a sale above bock between now and

the end of this case, you would propose to make some sort of

ad justment in chis proceeding to reflect that profit over
perhaps a five-year pericd or some other period?
A Yes.

Q Now let's say che sale is not concluded until

' after this case is over. liould the Company begin to show

that on its books immedlately, or would they waitc until the

| next rate case 80 that in faet we sctually see the benefit

é fflowtng threugh to the ratepayers over a five-year ratced

. period?

A This i{s assuming that the Commission 2llowed it

‘ in ratce base?

Q Well, the assumption I'm making is the sale takes

place after the conclusion of these proceedings. Obviously,

lmpiicit in that is it would have been permitted in rate base.

A I would think that we would start amortizing

immediacely in accordance with ratemaking if it's included in

base races.

CH & MARIAL, M. = 27 1. LOSINTRLO'NW AVE. = MIRNBRYTIG. DA, 1T 18 commsmmmammens

—— e QTGO




Huff -Further Cross .07

w
-

Ud

()

1A
o W

[

fTxy
. S
- TN W L NS B . ThX -

FERY
[ T3

(S

+ the rate base because you wouldn’'t have lt yet. At the con- |

| clusion of this case and at the conclusion of this hearing,

- ——

i
Q I don’t understand the phrase "in accordance ;

| with racemaking'. !

|
|

THE ADMINISTRATIVE LAW JUDCE: Well, it wouldn't

be included if 1t came after the cace. It wouldn't be ;
included until the next rate case, would it? :
MR, BARASCH: That's what my question is aimed st;
THE ADMINISTRATIVE LAW JUDGE: The question

refers to any sale made after this case is concluded and

] aftar the Commission makes its order., That's the assumption, !

as I underscand it.

MR, BARASCH: That's cerrect, Tour Henmor. '

THZ ADMINISTRATIVE LAW JUDGE: What would be yourf
creacment then? Would ycu wait until the next rate case? |

THE WITHESS: ©bBut the point I'm trying to make @
s if it is in the rate base, this unamortized gain -~ it
would seem to me that we wculd probably treat --

THE ADMINISTRATIVE LAW JUDGE: It couldn't be in |

' the conclusion of the Coxmission's order, it could not be in 1

rate base secause you haven't sold it. So If yecu haven't

]

- makes its order, how are ycu going to amovtize it? Are you

L o —— SMENASH & L rEHAL,

sold it until after this cage is esncluded and the Commission

qoing to amortize it thereafter immediately, or are you

z0ing to wait until the nert rate case? It coulda't be in

S = 27 . LOGRVWILLEWY AVE. = MAnNMISIUNG, PA. T2
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 the rate base because it hasan't taken place.

| process is we have an amorctization of engineering costs.

j wich rate cases and with amortization, that if an order
- And T would presume that cur decision would be that if there
. was a galn subsequent to the inclusion of the engineering

' would start awortizing the gain,

{ BY MR. BARASCH:

Ruff-Further Cross 608

B s~ - — ——

o ————- . D ——— - —— e ———

THE WITNESS: I underscand that, but my theught

- - - e o ——

MR, BARASCH: 1T think we're gecting a lictle bit
confused here. !
THE ADMINISTRATIVE LAW JWUDGE: I think I I
understand what he means now. He means 1f you have the !

smorcizacion of engineering costs, then you would adjust that

amorcizacion to reflect 2 gain., Is that what you mean?
THE WITNESS: 7Tt's obvieus that .- have not f
fuily explored that piece of input, It does seem to me that

in our latest or in the last two or three years in delving

includes an element of cost or If it includes an item such

as this in rate base, then the package we treat in there.

costs in rate base, that in all probability we probably

IS SNURS———

Q Immediately?

A I may be incorrect. ‘
Q Immediately belora che next rate case? ‘
A I would think so, yas. That dces not mean that

in the next rate case it would not be adjusted similar to

COUABAGY £ MAPSMAL, MG = 27 . LOSNVILLYY AVE. — MARRISBUARS, PA. 1112
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what we have in Iincome cax refundi. f

THE ADMINISTRATIVE LAW JUDGZ: You xean you would
5 | be amortizing the costs, emgincaring eosts, and so forth, Ia

: this rates case. And then if there wes a gain theras after

. e ———-— v ——— -

; . the caze was over, you would mod ify cthat amortizacien to
reflect the gain. 1Is that -~

THE WITNESS: No. What I think I'm saying is

- that we would probably amortize the gain and would amortize
the -~ |
THE ADMINISTRATIVE LAW JUDGE: T mean the general.
17 | effect would be -~ if yeu smortize the gain, then the genoralj
i3 § effect would be that the awortization of engineering costs

i3 ? would be reduced.

|
|
e THE WITNESS: T[ut I recognize ~-- no. I think ’
i3 3 it's two separate items, Vour Homor., T recognize that what :
G Mr, Barasch {is asking me is chat if I start amortizing it ‘
7 lomediately, then the customer does not get a benefit., It :
|

;

| does not preclude in ratemcking similar o I beliave an

0

“ . instance we have {n income tax refunds, that in the aext ratc]
"0 case it will be taken in i3 encirety in the ad justed »rates. i

MR, BARASCH: That is emactly whar I was driving |

-

2 Ak, Your Honor. The question iz if ir begins to he amortized)

2 :

. on the books of the Cempany in an intervening space between ‘
rate cases, tha ratepayer will only piek up some futura piace,
9f tnac cost unlass come sort of baciward looking ad justment

NBASH & LlARSHAL, "IE == 17 N. LOGIIVTILLEW SV - ° RRIIBNUAG, BAL 121023
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. wnat it would be would be reduclng the amortization of the

=
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| costs by the benefits that you get. i

s%a WLLL

assumption one could make.

i a gain.

 3Y MR, BARASCH:

Commanwea ith because of the Pemnsylvania Scenic River Aect of

B oAinZsGe

is present in the next case to raecapture that amorcization
of gain,

THT ADMINISTRATIVE LAV JUUCE: I say in effect |

MR, BARASCH: For the Company's purposes, but not

the ratepayer. That's exactly what the ccneern is. |

]

MR, OGDEN: Your Honor, I think ic's important to

i

clarify the vecord here. We're talkirg about the assumptiecn ;

that there i3 ia fact 2 net galn. That is not the only

A — o ———

THE ADMINISTRATIVE LAW JUDGE: The assumption
that there would be 3 sale and che assumpticn theres would be

MR, CCDEN: A ret gain.

MR, BARASCH: I was certainly aware of the

assumptions.

Q I believe in vour pra-filed testimony you stace

cthat the Stoney Cresk property must revert back co the

'72. Do you recall that?

Q I wender, de vou know what provision of the Act

or under wha: provision of the Act the property must ravert

NG = 37 1 LOSHVHLLOW AVE = HARKGIURE. P 17112
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1 back, what the basis for your statement is? '

et

AR

- -t 25

between the Commonwealth of Pemnsylvania and Pennsylvania
4 , Power and Light Company -- and PP&L i3 the titlesholder of

the land -~ there was an agreement which Met~Ed ~- I don't

i
.

On

know L{f they countersigned it or whether they agreed in

|
i
. A The basis of the sctatemen: is in the agreement ‘
, '; principle co that -~ that in exchange for this property that |

{

. %
8! was going to be used for this generating s.te, PP&L exchanged

i i

4

© | some other lands. And in tha: agreement if the project does

4ot 1% | not become 1 going project, then the Commonwealth keeps che

11 ; PropeTty that PP&L zave them plus they regaln title to the
12 property that was tremsferred o PP&L.
i3 MR, OGDEN: Pr. Barasch, I think, if I recall

% | correctly, there was an cutstanding interrcgatory frea your

A — ——————— ———————————.

;  office in this area. 1 think I also recall that there's a

i |
« Tesponse {n preparation in wiiting for che question.

|
i7 3 MR, BARASCH: 1I'am aware of that, T was partiallyi
'3 trying to see whether we could get some of that here now. | ;
i3 I won't belabor this much longar, ; ‘
201 BY MR, BARASCH: |

| Q So when you said the property would revert back ‘ |
2 to the Cemmonwealth, we start with the proposition *hat the

| Commonweaith owned the property originally?

A Yes,

TIARNSHAL, WG == 37 ¥, L.OOKNWILLY R R o o A R B B ———
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. (of your knowledge, without any reccurse for the Company or

7 | without any orovision for compensation to the Campany’

)

A In answer to that queszion, that's the one

w

i
4 | question which I'm trying to resolve. 1It's a legal question.

ta

"1 am not a lawyer. And that's what's holding up the response ;

n
At

as you originally asked for. 1 do noc know whether thera's

-

7 | Tecourse or aot.
Q Well, is there a provision for the compensation |
in the event =~

MR, OGDEN: T think, in fairness to Mr, Huff,

W
e R T il AR B 5

11 | this does get into a question of mixed fact and law. While
| !
12 | Mr. Muff does have the facts, his lawyers are still working

]
p

. on putting togethe:r the legal aspects of it for a complete

1

s

|

!

14 4 Tegsponse. ,

MR, BARASCH: We were awaraz of that when we %

agsked the interrogatory. Excuse me one second. !

. (0ff the record frem 11:11 a.m. to 11:12 a.m,)

37 MR, BARASCH: |

15 Q There's one ocher matier I wantaed te ask you n

- about this. Has Stoney Creek ever been included in che rate 5
. | base of Metropolitan Edison Company in the past? For that

- matter, has the Burme facility sver bDeen Ilncluded in rate ;

.:;; basa in the past?

A Burne has, yes.
= Q 1 wonder if you could give me ~-- take the time
i..—— —— HONRBAEN O MARSVAL, "NE = Y M. LOCIOVALLOYY \VE. = HARRISOURG. PA 17012 et
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- with Stoney Creek the same thing. If Lt hasu't Geen in rate

' Company is requesting it in rate base, when in fact we know

Huff-Furthar fross 212

that y7ou need - tell me when Burne was [irst put Llate rate

base and to what extent it has been put into raie base., Aad

base, I guess whac I'm asking {s, Is this the first cime the

it's not going to be used and useful.

A I[t's my recollection that Stoney Creek has never

been in rate base. Burne has been in rate base for 2 short

poried of time. My vrecollectlon is It was in for pevih=ps a !

~ y2ar in the mid-197Cs.

into Tata base now that it's been decided thac the plant i3

- In fact golng to be used.

Q Okay, Well, as far as I'm concerned, for jurne
if you'd 1llke to consult with your other people and report
back on chat, 1’11 give you an oppertunity to get the infor-

maticn completely. But on Stomey Grzek, as I undersiand the

g e A A ————————

situacion, we have bad a plant that ‘2 bssically being held
for future use but has never been ia rate ouse.
A That's right.

Q And now the Company hera 13 proposing to place it

A That's correct, WMay I ask a clarifying quastion,
sir?

Q Sura.

A What 13 it tha: you wish to have in respact L0
Burneal

SELPE AE  AARIBEICY e, = A% M LOGVMALON TVE, =~ HARMIGZIVRAC, P, TTUIS e oo
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Q I just wanted you == if you're willing to stand
; by your statement completely that it was in for one year, or
' something, in the mid-'703, that's fine with me, |
B It was in rate base,
Q In other words, there was a previous period in |
the early '70s and back in the '60s when it was never in |
rate base; it was in for one year, and then it was removed

and is not in now?

A I don't know i{f it was for onme year cr -- it was

for one rata case. !

AR TR oA SN XY

Q Well, if you could perhaps just identify what

e NGRS .

the peried is for us, between what two cases or whatever.

A It seems to me that R,I.D, 170 and 171 it was

e — v —————— i ———— . 1

taken out of rate base, R.I.D, 68, which was tha prior cne

to that, iz was put into vate base, I think those are the
?

two dockets.
Q Thanks a lot.
MR, OGDEN: R,.L.D., 54 it may nave been.

BY MR, BARASCH: |

Q So it was Letween R,I.D, 64 and 1717 |
A That'’s my recollection.
Q And in 171 it was tcaken out, and then 434 it

remsined out and then 62& 1t remained out, and now =-

A 303, Thase 1 and 2,
Q I think we'vae coverad everyt..ing. Now. then, 1f

LONTSAME & MEASHAL, 1S = 27 M LOEXVALLOW AVE, = MIQMISIVRG, P, 17732



. you could turn to Page 18 of Part 3. Thers you arz computing
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Ruf f~Further Croas

4

'an adjustment iz the amount of 216,000 for implementation of

1

' the RCS, or Residential Cormservatioa Services Program, is

4

‘> 8

n

D

l'\

|
")

I LS TL

S ST

 that was the ancicipated time frame that we would start the

. program,

TR BEL. PURETIRF LS SN TR

SRR SST

——

that correci, sir?

I3

A

Q

A

Q

Yes, sir.

. 615 |

-

Now, originally that program had been planned for

At the time of the preparation of the rate case

ves.

What actually has been the experience of the

| implementaticn in Sepcember of 1980, is that correct,

Company with this program? Has the program started?

A
Q

No, it has not.

When ig it now expected to be started?

I assume what happened is it was delayed due to ?

the layoffs that have taken place at Met-Ed?

mentation by this Commission and the government as on what

A

NO, ac,

- it's goiag to cover.

Q

Oh, I see., S0

it's delay -- ycu would nmot

sir?

1 think it's 2 delay in the full imple- '

aceribute the delay to any of the financial dififculcies the

Company n2s been in recently?

A

No.

But if it was implemented todar. it would

' give us comsiderabls probleme because w2 do not have the

plorees.

MAL, MG« 27 )
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]
. what were forecasted a: that time to be incurred from !

Buff -Fz_z_gt_:»ljngg Crcs_ S 616
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2 Do you have any idea when Implementaiion is now
|expected to take placa?

“ |

i A In genmersl terms, I think, in talking with people
yestetday, it probably will start in the firstc quarter of 1981;
subject, of course, to the same kinds of things that are 5

igoing on now with final approval of the program.

e — T k- SR 3 PSR S

Q But a3 you just testified, the Company would be |

facing some dlfficulties due to not having emplovees or ade-

Eque.te employees for the program., Sheuld T assume, then, that |
; {
' :
jcthere is an expected incrzase in the number of employses to |
‘ |

!occur in the first part of 1981 that are carmarksd to handle

: this program?
4

A Tes, sir.

Q Do you have a claim for that in this case? |
i ;
3 A Yes, we do, Ia conjunction with che $216,000 |

! T
:found on Page 18, we also have 204,000 on Page 9 for the pay-§
:Toll portion of it. | |

i

1}
i

I might add that these two dollar amounts were

| Septamber 1980 through to the end of the test year., They werg
t

‘neot annualized amounts. The 2nnualized 2moumis would be in

Q Now could you stay with B-1, Tart 3, Page 9,

wneTe you just referred us to. There you'’rs raflecting =

;5 computation of the adjustment t- payrsll sxpense Ior 12t

e s—tasn PO ARR & HARSMAL, IR = 27 M. LeCT LN A
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< 'ease purpcses, cerrect?

A Yes, sir. 5‘

Q Mow, Adjuscments 1 through 4 on that page are

]
= &

B w

designed to adjust frem the budget awmounts cf payroll incrzase

5 1 to the actual increase, is that correct? |

- i
$ } A I didn’t hear the last part of your questiom. {
2 ! Q Tou'ra basically making an adjustment from vour |

|

i
. budget figures to your actual experience, is thac correct,

3 | what youT anticipated actual experience will be?

i)
-

()

{ A No. I make an adjustmenc to the year-end ;
§ l
s . eondition, budgeted condition, '
i
2] Q And that year-end adjustment is based upon

S

' agsumption of what your actual employee levels will be at "
'chac point, correct?

A As budgeted, yes.

Q llow, Adjustment 6 on that page, Mr. Huff, is

.~  designed tc adjust the resulting payrolls for the additioms
- to employees made during the test: year ending Harch 31, 1931,

. is that correet?

o

A Yes.

Q And Adjustment 6 is suppcriad by Part 8, Pages
vy | 10 and 112

A That's right.

Q Tt appears there are adjuscments in specifie



o
W

LR

8

Ca

~)
(.

' .attempting to adjust the payroll for the additions made during

Auff -Turthar Crozs 618
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A Yes.

' Q New, is that because the actual payrell additions

: -
jmade due to nmew empioyses was differenc than the amcunis

'budgeted in those specific months?
3

' A When you spesk of actual, In an acccuntingz sense
i

that means something that has occurred. I'm not sure if I

B W

rcompletely understand wha2t your question iz,

Q Let's try it again. On Adjustment Ho. 6 you're

T Aatd. as

|
the test year ending Marcn 31, '81, vight? -

Li.a

A That's correct. |

Q New ~- and that's supported by what follows on

N

. Pages 1C and 11. And there I see that thera are adjustments

‘f-belng made in specific moniths and the nocruslizing adjustments.)

-

A Certainly.

Q Now, is that because that reflects a variance

4

SR — ]

\
>

between what had originally been budgeted 2nd the actual pay-'
roll additions that are baing made during the test year and |
the timing of them? ;
A Jo. The wholeinteni: of that adjustment iz tchat |
“you have the full yesr 2ffect of aany propcssd additiocas. Im
other words, we're adjusting pajyroll to a level that wa
vanticlpate o an annual basis at 3-31-31., Tharefore, when
' cue projects an addiclon ©o be made In 2 perticular moath,

we must then normallze for the porticn of that salary that is3

-

—— . SRR » YARSEAL, TTE.
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. not in the pudget.
i Q Pire. Now, at the bottom of Part 8, Page 10,

you indicate that you have an adjustment for a 9 percent

increase and a 7.71 percent increase. I1I'm gleaning that f{rom;

Line 14, Do you see that, gir
Y A Yes, sir,

Q Now, isn't it true that the 9 percentc increase

e TR X

went into effect om January 1, 19807
| A Yes.
4 Q And the 7,71 percent increase is scheduled for
January 1, '81, righ:?
A That's correct.

Q Now, why would yeu be increasing the normalized

e IR TR D S A L

or normalizing adjustments for the months after January 1,

L

1980, for the 9 percent adjustment that tock place at

Jamuary 1, 198072

|
{
\
|
i

A I just explainad to you the concept of whot we're

doing, Mr. Barasch, is thzt in Columm 1 the net annual
salaries are at the then base rate. 1t did not include any
wage Tate increase.

Q So the April -- lat m»e just make sure I follow
you. The April '80 figuwre for 539,000, for example, on the
first line did not include tha 9 percent increass that
cccurrad on January 11

A No

"

MOVRBASH o TIARSHAL, MG = 27 W. LOSITILLGT AVE, = HAARISSORG, DA 171



18 Q Okay. Thank you, I think I understand It unless

B
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b
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10 | Q See, my confusicn is this, Mr. Huff: T assume
Zij that the Company put together this base rate filing for both
33§ Met-Ed and Pemnelec in the spring of 1980. 1 assume.

13 ? A Tes.

i4 Q And the difficulty I'm having is understanding

Haff -Further Cross €20
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an

there was more of an explanatiocn you needad teo give.

zation runs the ecncept of bwdgeting is at 3 -~ whataver

. base salary the employee has or whatever the anticipated

salaries that you would expect to come on. Subsequent to

{ that is then the wage rate increases are applied to the
' computer runs. These numbers were taken prior to the

' applicatien of any wage rate increase to accommodate.

why the Company would be backing out a wage increase that
was already in place when they put together the filing.

A The answer to that is, ¥r. Barasch, that the
budgec that was utilized --

Q Was a 1979 budget?

A -- y@s =-- only bad through September actual of

Q I sea. So the budget that was the underlying

bagis for the future test y2ar was Saptember or Cctober of

A That is correct.

I RN, - ARNSIURE, 2. 17T

"

A In the budgeting process through the computeri-
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Q Ckay, 1 understand It now.

THE ADMINISTRATIVE L[AW JUDGE: 1s this a good

tine to take a vecess?

MR, BARASCH: 1If I could just ask abocut two more
questions, I could close out this line, Your Honor.
BY MR, BARASCH:
Q And the same expianacion you just gave me, Mr.

Buff, would apply on Adjustments 1 through 4 on Page 9,

. correct? That is, we backed cut the wage rate increase

before we put together rhe filing?
A That's right.

{Traascript continues cn following pare.)
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MR. BARASCH: Your Honor, looking at it

furthe:> there is really avout ancther five or c¢en minutes

! on that point s0 I think this would be a good time to break.

THE ADMINISTRATIVE LAW JUDGE: All right,

¥
. we will take a ten-minute recess.

(Short recess.)

DAVID L. HUFF, resumed.

THE ADMINISTRATIVE LAW JUDGE: You may

proceed.

BY MR. BARASCH:

Q Just to kind of continue a little Dit
along the line we were before the break, as we understand
it, Met-Zd is =sking the Ccmmission to establish rates in E
¢his case based upon your estimatzs of expenses Lo Dbe incurred
Jd'ring the test year ending March 31, 1981 as normalized, |
correct?

A Yes.

o Now it iz our understanding from one of
Mr., Graham's exhibits a number of cuts in the transmission
and distribution area and O&M area and cther arsas have been |
made. As I understand it, they were first expected and |
gstimated to be made then deferred then finally they were
in fact instituted, is that correct?

A de are referring tc the September 12th

MIOURNZACSH A MARSMAL, INC. = 37 M LOCKVIILLOW AVE. = HARRISIURG, 3A: 17110
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letter and those proposed -=-
=) Wwell, certainly that is a piece of it.

Pirst, the company was talking about a series of budget cuts,’
for example, there were some 79 employees were lald off I é
think November 1. g

A Yes. |

=) Then there was a hiatus where nothing
occurred and then in fact those cuts were put into place,
right? {

A A portion of them. f

2 At lsast 79 employees nave been removed? ;

A Yes. }

Q Now those November 1 cuts were not reflecte@
in this filing, were they? !

A No, sir. i

) So far the company has provided ro update,?
for example, along the lines of B-l, Part 8, page 1 and the
other schedules/;g}lect the impact of those November 1 cuts |
upon the company's operations? ‘

A No, we have not.

- Could you provide an updace that would
reflect the impact of the actual payroll employee cuts that |
have cccurrad so far during the test year in this case? And!
perhaps do it along the line of B-l, Part 8, page 1? Would
you bz able ©9 do that?

MOMABACH & MARSHAL., INE. = 27 M. HOCHWILLOW AVE. = HAARISSURG, PA. 17112 cmeeeee
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o Huff-cross
; |
. A £ it was only restricted ts that one item -~
2 Do you mean the 79 employees?

i A The 79 employees, certainly that is not

too difficult to do.

SSSRS S SRS I, S

——as

those 79, other variances from the original budget?

i T

which is a payroll freeze on hiring of new additions.

wanted to show the difference between budget and actual

To normalize all of those conditicons in

<@ Are there other matters that if we really
experizsnce to date, are there other employee cuts other than
A Certainly we are aware that Met-Ed 1s in

a rather precarious position with cash flow in this type of

activity and Met-Ed has had to make many adjustments, one of

. effect is the preparation of a new rate case. That takes a

' considerable amount of time.

The reason it takes a considerable amount

| of time is because part of the attrition is the people that

p I

g Q Let me just make sure I understand it.

do the rate cases. We are in a problem area, Mr. Barasch.

S —

S I—

As |

you could give us an update of B-l to show us what it would

have locked like if you had budgeted that initially, right?

A That certainly is cn the assumption that

pX:

cne would expect that those 79 employees are going to stay

of f the rolls. Certainly we were in a position where

WILLOW AVE. = HARRISBURG, =4, 17112
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9 I make no assumptilonz abecut the informazion.

]

I am just making a data requect.

A I am introducing an assumption because
there 1s a very basic philosophy hers that because of the
fact we do nct have the earnings, because of the fact we do |
not nave the cash, we have had toc take drastic measures.

) I well understand what the company's
position would be, but at this point in time for the 75 I
am just making a data request.

I think as I understand it you are 3aying ;
you think you could give us a depiction of what that would {
lock like.

A As en alternative to thisz, if I may suggest
is what the dollar impact of the 79 employees is on the O&M
expenses. ;

MR. OGDEN: Your Honor, I should note for

! the record that any such data would be without prejudice to

i Respondent's pesition as to what a normalized test year

? should be in this case.

' of prejudicing the cocupany's case in that regard.

MR. BARASCH: I certainly have no intention'

BY MR, BARASCH: i

el It would be preferred il we cculd have

24! something that would look like page 1 of Part 8, if that is

{ possible,

VOHESASH o MARSHAL, [HE = 27 N. LOCHWILLOW AVEI, = HARARISBEURG, TA, 17112 e
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7 | A Including revenue requirsments?

- | < There wou.ld not be any adjustiment to

{ What we are just trying to reflect woculd be the impact

=
4'Ipulling the 79 out.

5; A And only restrict it to that piece?
6! MR. BARASCH: Your Bonor, perhaps we

¥ S=—3

7 | g0 of f the record for a second.
THE ADMINISTRATIVE LAW JUDGE: Very well.
(Discussion off the record.)

BY MR. BARASCH:

1
|
|
!
1
é
!

Q Mr, Huff, will you be able te provide a

calculation similar to what is shown on B-1, Part 8, page 1

| to explain tihe development of the impact of the cut of the

' 79 jobs that occurred on November 1, 19807 j

I m A Yes.

| 16; < In addition to that, would you be able to
;;: report back to us, in the form of a data request, as to the f
;35 original projection of the aumber of employees in the test
;9% vear, whicih I assume included anticipated new hirings, and

20, Ssegregate out for us the impact of whatever job freeze there

| may be at Metropolitan Ediscn %o show us what hirings that

==

= SO

were originally budgeted fer in fact have not been filled?

-3 1 A Yes.
‘ Q Thank you., Now on nege 9 and 10 of Part 8 |

- . e 2 = Y T 12 - - faa - e %
you reflected in your filing scome acjustment to payrolli

MONMRBACNH & MARSHAL. INC. = 27 N. LECXKWILLSYW AYE. — MARRISBURG, PA L R R ——
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expense 10r a wage increase that was to come into effect on

January 1, 1981. Now ie that wage increase due to an already '

negotiated contract with labor or is it JUst in anticipation |

of what you hope to be a settled number after the result of

collective bargaining?

|
|
f
|
i

A It is my recollecticn that was a negotiated

wage. The contract iz May 1, I believe, 30 at the time we
would know what that contract would be.

Q The contract --

A The contract with the union personnel
starts May 1 of each year.

< But you are tallking about a wage increase
that was due to come into effect on January 1, 1381. Now
was that nown and agreed to as of May 1, 19807

A No, I believe that is only a one-year
contract in this go-around. I would have to verify that,
whether it is a one-year contract or whether it is a two-
year contract.

Q So you don't know whether or not that
7.71 percent, whatever it was, increase scheduled to take
eiffect on January 1, 1981 in fact is something that has
already been negotiated and agreed to or wnsther or not it
merely represents an estimate of what the company belisves
will be the negotiated settlement?

A Let me go back one moment. There are two

INC. = 27 N, LOQIKWILLOW AVE. = HARRISRURS. PA 17112
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wage rate increases that we are dealing with. Number one

1Y

o R i o T

is the weekly and bargaining employees. We have not included

A3

in nere any of the 1981 wage rate increasse. é

5 |
4% On the monthlies, which is the 7.7 percent,?
5§ 1 belisve, that is ar anticipated amount that would be grante@
63 in 1981. There is no contract --

7E Q There is no contract, it is not a collectivé
sj bargaining agreement. Are you dealing with the unicn there? 2
;% A No, sir. ;
i0 3 Q Will that wags increase actually happen ;
lgi in view of the fact, o the bect of your opinion, in view

12; of the present company's financial situation? Do you think

i
!
]
i
|
!
|
i

! it is 9 valid assumption to assume the company 1is going to

1
143 give a 7.7 percent increase to its non-union employees in i

1! {
'z | view of all the cutbacks and other developments in the compary ?
161 A I think it probably may be higher, and for |

:7 ! a very gcod reason.

;3} As I indicated earlier Met 7d is in a

15 position where it has substantially less number of 2mployees i
20 than it would like to have under normal circumstances. It
;;T is true that ceveral of our mnanagers, several of our top-

22 | flight people have gone to other companies. {

PA At least in my opinicn it would be
. 24 advantageous to treat your axisting employees thail you

have now to an extent that they also do not leave you. I

DGRWILLOW AVE, = ARRISBURG, PA, 17312 e e et
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' thinklt i3 a very key issue. ‘.
: Q If you would turn to page 28 of B-l1, |
j there you are couwputing the ancrmalized state and federal |
i income tax expense for the March 31 year, correcc? ;
z A That 1s correct. i
! Q 1981, I left that cut of my gquestion. ;
% March 31, 1981 year, is that correct? é
; A I thought you had said 1981 but that is !
é correct.,

| Q Isn't it true that this ccmputation é
? excludes a deduction for pension costs and taxes capitalized?i
3 A Yes, it does. f
; Q I believe earlier in discussions with , .
i Mr, Suffian you agreed that the impact of that would be ?
© $1.347 million? |
f A Yes. '
i Q The theory behind the company's failurs |
; to make thet deduction for rate case purpeses is because .
: the ccapany knows that the IRS is considering a ruling teo i
: disallcw those expenses as 2 deduction for tax purposes? f
; A It wad not a failure. It was a Judgnent :
é that these would not be allowed as e deduction.

i ) Yes, I understand, with that adjustment. ,

The reason why you are doinz it 1is becavse ycu are anticipat-
ing that the IRS is going €0 rule on the matter 80 as to dis-~

NG. = 27 N LOCHUWILLOW AVE. = MARRISIURG, PA. PPIIS o cmcmsm
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allow such a deduction for tax purposes?

A That is correct.

) But at this date there has been no
definite ruling on that, is that correct?

A Other than what we have read in these
tax advices in which the company -- I believe it was stated

28 Company A, I am not sure who the company Was -- but the

tax advices did indicate that the national office had agreed

that there would not be a tax deduction.

) But there has besn no final ruling on
this matter by the Internal Revenue Service?

A To my knowledge, no.

Q Could you provide for us the amounts
within that $1,347,000 figure that relate separstely ©o
TMI-1 and TMI-2, either on the stand, or could you provide
us with that information?

A I could not do it on the stand, and my
recollection of the process of identification would mean
that we would have to search and research a c-nsiderable
amount of work orders, so it may take me time to get that

infornation, substantial time.

Q We can agree, though, that there is a piece

of pension costs and taxes capitalizzd that do in fact
relate to T™MI-1 and TMI-2?

think that is a fair sssumption, yes.

e
~l
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2 Perhaps you could take that matter and
repor: bacik to us.

A It may take some time to do it.

Q I understand.

A With that understanding. Once I review
it back at the office, we may take a reasonable shortcut
appreach as opposed to looking through every work order.

< You just tell us what your best opinion

or estimate is of these divisions.

Now I gather, !r. Huff, that as a citizen

you are aware of the considerable discussion that has gone
on during the presidential campaigns regarding a business
tax cut in 1981, you are familiar with this development in
the public doemain?

A Not really.

Qe Excuse me.

—————. A i e et e

A Not really. I undersiand there are proposed

tax cuts.

|

@  ¥ell, each of the presidential candidates |

were fighting among themselves how big the tax cuts should

hbe and when it should be implemented, you are aware of ithat,

aren't you, sir?

A I am aware there is politicking, yes.
< 'ow I assume you have not reflected or

made sny provision for eny such anticipated business tax cut !

SMOMIBACH & MARSHAL, IMC. = 27 M. LOCKWVMILLOW AVE. = HARRISBURG. PA. ™12
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% in your Tiling, have you? !

. ' A No, and I #hink to recognize anything like

that might be highliy speculative at this time.

]
)

(O3]

R R N AR T LT

Q@ At line 23 of page 28 you compute a federal

%
8 income tax amcunt of negative $17,382,000. Do you see that,
| e
o ; A Yes. |
3; Q And yet at the end result of your tax ;
9 : computation on that page. due to tax credits, ycu show a
10 . positive federal income tax expense, is that correct? '
ok A Yes. i
add | !
12 < In the Penelec proceeding the company on ‘
‘ 13 ‘ a normalized basis in a similar exhibit showed a positive ;'
1+£ federal income tax corresponding to your line 23 but a :
e negative total federal inccome tax corresponding to your E
' line 29. Would you accept that subject to check?
;-.-' A It is possible. |
- ) Specifically, I am referring to B-l,
4 9 Part 8, pege 20 of 22 in the Penelec preceeding, We have
,OA exactly the inverse relationship that you jJust described
. ’ in the Metropolitan Edison. ;
‘é Now why is 1t that Met-Ed can have a :
22 |
”‘1: negstive taxcomputaticn but a positive total federal tax? i

-

A Why is it what, Mr. Barasch?

. e

2 way is it that Met-24 can show a nezative

[
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' $17 million by $22 million job development tax credit and !

. we have taken the credit back again.

-

tax ccmputaticn on line 23 but a positive total federal tax?

I wonder if you could explain that te us. '
A I think it has primarily the effect of in |

this computation of reducirg that negative amount by the

amount of the job develcpment tax credit.

It probably would be far better, Me,

Barasch, il one would look at the total inccme taxes because
in the past rate proceedings we have p.obably confused the

issue a little bit by taking the tax computation piece of it :
as one line and the job development tax as another line.

We have reduced the negative credit of
show a positive amount, and at the same time, over on page 1

It is an allcocation or it irs a line total
of a differentiaticn between job development tax credit and
currect taxes. ;

Q You say you put it back agein on page 1?7

A Yes, the credit is on page 1, line 29.
In other words, we show a pesitive current tax and then a
negative job development tax credit.

Q In actuality, lMr. Huff, Met-Ed is not pay- |
ing any incoue tax at this time to the federal gzovermment,
1s 1t? I understand the ccmpany fil<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>