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= GPU Service Corporation
Service Faosa Now s
Parsippany. New Jersey 07054
201 263-6500
TELEX 136-482

Writer's Direct Dial Number
(201) 263-6013

November 6, 197¢

Mr. Richard H. Vollmer

Director, Three Mile Island-2 Support
Off.ce of Nuclear Reactor Regulation
U. S. Nuclear Regulatory Commission
7920 Norfolk Avenue

Bethesda, Maryland 20014

RE: MNRC Docket No. 50-289
TMI-1 Restart Proceeding

Jdear Mr. Vollmer:

In response to the requests for financial information enclosed

with your letter dated September 21, 1979 to R. C. Arnold,

enclosed are eight copies of a supplementary response to

Request No. 10-(c) (copies of PA PUC and NJ BPU rate and finan-
cing orders, descriptions of perding rate relief proceedings). The
supplementary response transmits copies of the following:

l. PA PUC's Order entered November 1, 1979 in Docket No. I-79040308
requiring Met-Ed to "show cause why its certificate of
public convenience should not be revoked".

2. Met-Ed's Petition for Modification of the PA PUC's Docket
No. I-79040308 Order filed November 1, 1979 requesting an
increase in Met-Ed's levelized energy cost adjustment charge.

3. Met-Ed's Petition for Declaratory Order in Docket No. I-79040308
filed Cctober 10, 1979 requesting Commission approval of PJM's
proposed pricing of GPU's TMI-related interchange purchases at
"cost plus 10%" rather than on normal "split-savings" basis.
(Also inciudes follow-up letter dated October 18, 1979 trans-
mitting additional information requested by PA PUC Staff.)

Also enclosed is a cony of GPU's Form 8-K dated September 11, 1979

and filed on October 10, 1979 with the Securities & Exchange
Commission.
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Mr. Richard H. Vollmer
November 6, 1979
Page 2

In conclusion, please acknowledge receipt of eight copies of
this letter and its enclosures by signing, dating and returning
the enclosed copy of this letter. A stamped, self-addressed
envelope is enclosed for that purpose.

Vgrx_truly yours,

e

Fred D. Hafer
Vice President
Rate Case Management

Enclosures

cc: J. C. Peterson - No enclosure; to be distributed by NRC.
H. Silver - No enclosure; to be distributed by NRC.
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Persou Responsible for Preparation:
F. D. Hafer, Vice President- Rate
Case Management, GPU Service Corp.
Telephone: (201) 263-6013

Date: November 6, 1979
Page 1 of 2

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

Supplementary response to NRC Staff's Financial Information Request No. 10-(c),
dated 9/21/79:

"Describe the nature and amount of each licensee's most recent rate
relief action and the anticipated effect on revenues. In addition,
indicate the nature, status, and amount of pending rate relief
proceedings, if any. Use the attached form to provide this information.
Provide copies of the hearing examiner's report and recommendation
and the interim and final rate orders and npinions, including all
exhibits referred to therein. Provide copies of all other orders
and directives issued by the PA PUC and NJ BPU related to financing
the licensee's operations, including activities at TMI. Provide
copies of the submitted, financially-related testimony and exhibits
of the PUC Staff and company in the most recent rate relief acticn
or pending rate relief request."

This response supplements our previous responses to this request (doted
October 15, 19 and 29, 1979) to transmit copies of the following:

1. PA PUC's Order entered November 1, 1979 in Docket No. I-79040308
requiring Met-Ed to "show cause why its certificate of public
convenience should not be revoked'.

2. Met-Ed's Petition for Modification of the PA PUC's Docket
No. I-79040308 Order filed November 1, 1979 requesting an
increase in Met-Ed's levelized energy cost adjustment charge.

3. Met-Ed's Petition for Declaratory Order in Docket No. I-79040308
filed October 10, 1979 requesting Comaiission approval of PIM's
proposed pricing of GPU's TMI-related interchange purchases
at "cost plus 107", rather than on normal "split-savings" basis.
(Also includes follow-up letter dated October 18, 1979 trans-
mitting additional information requested by PA PUC Staff.)

The requested information relative to the filing for an increase in Met-FEd's
levelized energy cost adjustment charge is as feollows:
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Test Year Utilized:

Amount (000's):

Percent Increase:
Date Petition Filed:

Date by Which Decision
Must be Issued:

Rate of Return on Rate
Base Requested:

Rate of Return on Common
Equity Requested:

Amount of Rate Base
Requested:

Amount of Construction
Work in Progress Requested
for Inclusion in Rate Base:

Page 2 of 2

Not Applicable

$55 Million, based on retail sales projected
for the year 1980 (approximately 8,000 GWH)

15.7% (retail revenues)
November 1, 1979

The PA PUC has been reported in the press
as stating that hearings in the TMI-1
"show cause" proceeding (see response
dated October 15, 1979) will be held in
November and December, 1979, and a decision
rendered by December 31, 1979. It is
anticipated that the clause increase
filing will be consolidated with the
TMI-1 "show cause" proceeding, and there-
fore be concluued by the end of the year
as well.

Not Applicable
Not Applicable

Not Applicable

Not Applicable




PENNSYLVANIA
PUBLIC UTILITY COMMISSICN
Harrisburg, TA 17120
Public Meeting held November 1, 1979

Commissiouers Present:

W. Wilson Coode, Chairman -
Michael Johnson
Pennsylvania Public Utility Commission Docket No.
V. I-79040308
Metropolitan Edison Company,
Respondent

ORDER TO SHOW CAUSE

BY THE COMMISSION:

The Commission hereby takes official notice of the following
matters:

1. The costs associated with Three Mile Island, Unit No. 2
("TMI-2") which are being incurred by Metropolitan Fdison Company
("Met Ed") but which are not recoverable through charges to ratepayers
because of the Commission's order adopted June 15, 1979.

2. The recent, extensive short-term borrowings of Met Ed
pursuant.CO a revolving credit agreement with several banks.

3. The statement of Me> Ed in the proceedings at this
docket that it will require two to four years to return TMI-2 to service.

4. The finding of the P.2sident's Commission on the Accident
at Three Mile Island ("President's Commission') that:

®Re 5 o'

15. The cost of the accident, including this
cleanup and a portion of the waste disposal, will ‘ 326 052

be between $1 billion and $1.86 billion, if the

plaat can be refurbished. If it cannot be refurbished,

the total cost will be significantly highar."




5. The status of Three Mile Tsland, Unit No. 1 ("TMI-1")
in that it is (a) out of service, (b) subject to orders of the Nuclear
Regulatory Commission ("NRC") which have suspended the license to
operate the plant and required a hearing process prior to a restart
of the plant which will extend well into 1980 or beyond, and (c) subject
to the order to show cause of this Commission why the plant should be
considered used and useful in the public service.

6. The recent action of the NRC in imposing civil penalties
ccainst Met Ed as the licenseelﬁz T™MI-2 for violations of the NRC's
regulations in the operation of TMI-2.

7. The finding of the President's Commission that:

"E. . - .

1. 7= a number of important cases, General
Public Utilities Corporation ("GPU"), Met Ed, and
B&W failed to acquire enough information about
safety problems, failed to analyze adequately
what information they did acquire, or failed to
act on that information. Thus, there was a serious
lack of communication about several critical safety
matters within and among the companies involved in

the building and operation of the TMI-2 plant. . . ."

8. The finding of the President's Commission that:
"A - . - -
14. The process of recovery, cleanup, and
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9. The recommendation of the President's Commission that:

1. To the extert that the industrial
institutions we have examined are representative
of the nuclear industry, the nuclear industry must
dramatically change its attitudes toward safety and
regulations. The Commission has recommended that the
new regulatory agency prescribe strict standards. At
the same time, the Commission recognizes that merely
meeting the requirements of a government regulation
does not guarantee safety. Therefore, the industry
must also set and police its own standards of
excellence to ensure the effective management and
safe operation of nuclear power plants.”

10. The recommendation of the President's Commission that:
"B s« = »

6. Utility rate-making agencies should recognize
that implementation of new safety measures can be
inhibited by delay or failure to include the costs of
such measures in the utility rate base. The Commission,
therefore, recommends that state rate-meking agencies
give explicit attention to the safety implicatiohs of
rate-making when they consider costs based on "safety-

related" changes."
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11. The recent 2-2 vote of the NRC on whether to revoke the

license of Met Ed to operate TMI-2.

Recognition of the listed matters raises serious questions
about 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 inu-rest to put at issue in these

proceedings the continued viability of Met Ed as a public utility.

No one -- either utility, investor or ratepayer -- should
view this action as implying a determination by this Commission of the
ability or desirability of Met Ed continuiné to provide public utility
service in Pennsylvania. Rather our action represents a conscious,
unflinching effort to address the difficult issues before this Commission.
Protection of the broader interest requires that we candidly address

the financial, technical and legal problems now facing Met Ed.

THEREFORE, the Commission hereby orders Metropolitan Edison
Company to show cause why its certifi-ate of public convenience should
not be revoked.

And THEREFORE:

IT 1S FURTHER ORDERED:

1. That Metropolitan Edison Company shall answer this order
to show cause is provided in 1 Pa. Code §35.37 within twenty (20) days
after the date of entry.

2. That interested persons may respond to this order to

show cause within twenty (20) days after the date of entry.
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3. That a copy of rhis order to show cause shall be served

on respondent a 1 ail parties of record at Docket No. I-79040308.

BY THE COMM1ISSION,

) —"
J%Lﬁ //:'f.,,. / 20,

Willfam P. Thierfelder
Secretary

——— . —t

“3EAL)
ORDER ADOPTED: WNovamber 1, 1972

ORDER ENTERED: (é{jv 1 187

. 1326 056




LAaw OrriCcES

RYAN, RusseLL. & MCCONAGHY

$30 PENN SQUARE CENTER

HAROLD J. RYAN (1972
SAMUEL §. RUSSELL P. O BOX 699

PREDENICK L. AEISLE READING, PA. 13603
W. EOWIN OGDEN ——

ERIC L. B. STRANN 218-372 4761
ALAN MICHAEL SILTZER

JOMN 8. McCONAGHY
COUNSEL

November 1, 1979

Mr. William P. Thierfelder, Secretary
Pennsylvania Public Utility Commission
P. 0. Box 3265

Harrisburg, PA 17120

Re: Pennsylvania Public Utility Commission et al.
v. Metropolitan Edison Cempany and
Pennsylvania Electric Company, Respondents
Docket No. I-73040308

Dear Sir:

Enclosed herewith for filing are an original and
three copies of the petition of Metropolitan Edison Company
for a modification of the Order entered by the Commission
yn June 19, 1979 in the above proceeding.

Very truly yours,

RUSSELL & McCONAGHY

SBR:ph
cc: Chairman W. Wilson Goode
Commissioner Michael Jchnson
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Penansylvania Public Utility Commission,
2t al.

Docket No.
I-790403038

Ve

Metropolitan Edison Company and
Pennsylvania Electric Company,
Respondents

PETITION OF METROPOLITAN ENPisuN COMPANY
FOR MODIFICATION OF COMMISSION ORDER
ENTERED JUNE 19, 1979

Metropolitan Edison Company ("Met-Ed" or "Petitioner"),
pursuant to 52 Pa.Code 83.291, hereby petitions the Commission
for modification of the Order entered in the above proceeding on
June 19, 1979, and it support thereof respectfully represents
that:

l. Petitioner is Metropolitan Edison Company,

2800 Pottsville Pike, Reading, Pennsylvania.

2. By Order entered Jume 19, 1979 at I-79040308,
the Commission permitted Met-Ed to put into effect-allevelized
energy cost adjustment charge of 8.8 mills/KWH to recover
8.4 mills of energy costs and certain demand costs and .4
mills of the associated Peanslyvania gross receipts tax under
its net energy adjustment clause, for a period of 18 months
commencing July 1, 1979.

3. On June 22, 1979, Met-Ed filed an Addendun
to Rider B of its Tariff Electric Pa.P.U.C. No. 42 (a copy
of Rider B, Energy Cost Adjustment Clause, and the Addendum

thereto {s included in the attached Appendix A) in compliance
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with the above Order authorizing the 8.8 mille/KWH levelized

net energy clause charge.

4. The Addendum to Rider B permits interinm
revievs of the operation of the levelized charge to be
made if "requested by the company or directed by the
Pa.P.U.C."

S. There is attached as part of Appendix A a
statement of the information with respect to the operation
of the levelized charge for the three-month period ended
September 30, 1979, as required by itemes (a) through (c) of
the third paragraph of that Addendum.

6. The unrecovered balance of energy costs which
Met~-Ed has incurred and deferred for subsequent collecticn
under the 8.8 mill levelized charge has increased rapi’'ly
since July 1, 1979 and is continuing to increase rapidly.
Unless the 8.8 mill charge prescribed by the above Order is
modified to permit Met-Ed to recover currently from its
customers a greater amount of the energy costs which it is
incurring currently to serve those customers, Met-Ed expects
that by mid-1980 the unrecovered balance of such costs will
exceed its capability to borrow funds to finance such costs,
as shown by Figure 1| and Table 1 contained in the attached
Appendix B.

7. Included among the assumptions upor which
the aforesaid 8.8 mills levelized charge prescribed by the
above Order was predicated were the following:

(a) Met-Ed (and the other TMI owners) would

be able to find alternatives to normal purchases of
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interchange from the Peannsylvania-New Jersey-Maryland
Interconnection ("PJM") on a split-savings basis to
reduce, by about 25%, Met-Ed’s then estimated share
($10 million per month for the April 1 - December 31,
1979 period) of the cost of replacing the energy
from the Three Mile Island nuclear generating station
("T™MI");

(b) Three Mile Island Unit No. 1l ("TMI-1")
would resume power operation on January 1, 1980;
and

(¢) For a pgriod of six months (July 1, 1979
until January 1, 1980), as an incentive to enter into
such alternate purchase arrangements for TMI replace-
ment energy, Mez-Ed would be permitted to include as
part of the recoverable costs under its levelized
adjustment charge the demand or reserve capacity
charges associated with such purchases.

8. Met-Ed and its affiliates have aggressively
pursued alternative sources of purchased power and have
effected substantial alt .native power purchases both
before and since the aforesaid Order entered Junme 19,
1979.

9. The petition for a declaratory order, which

was filed by Met-Ed and 1its affiliate, Pennsylvania Electric
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Company ("Penelec"), with your Commission on October 10,
1979 in the above proceeding, sets forth in detail various
efforts made by them and their New Jersey affiliate, Jersey
Central Power and Light Company ("Jersey Central”), to
achieve net energy cost savings by means of purchase power
agreements and to minimize the net cost of energy purchased
from PJM. That petition is incorporated herein by reference,
pursuant to 1 Pa.Code §33.3.

10. A detailed statement of the efforts made by
Met-Ed and its affiliates to obtain authorization to
return TMI-l to power operation at the earliest date
consistent with public health and safety is set forth in
the answer to the Commissions’s Order to Show Cause entered
in the above proceeding on September 21, 1979 filed by
Met-Ed and Penelec with your Commission on October 11,
1979. That answer is incorporated herein by reference,
pursuant to 1 Pa.Code $33.3.

11. In view of the fact that TMI-l will not
resume power operation by January 1, 1980, despite the
many efforts by Met-Ed to obtain authorization for such
operation, and in view of fuel and energy cost increases
that have occurred since the Commission’s determination

of the 8.8 mill level charge in I-79040308, such charge
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has not been and will not be sufficient to recover the

energy costs Met-Ed is incurring to serve its customers.
(Summaries of Met-Ed“s actual and projected fuel and energy
costs are attached as Figures 3, 4 and 5, and Tables 3, 4 and
5 of Appendix B).

12. Met-Ed is therefore petitioning the Commission
to increase the 8.8 mill level charge, but by only the
minimum amount necessary to keep Met-Ed’s short-term debt
within manageable limits, as shown by Figure 2 of Appendix B.
The requested increase is 6.9 mills (6.854 mills, when
calculated to the nearest thousandth of a mill, pursuant
to Met-Ed’s Tariff), to become effective with bills
rendered on and after January 1, 1980.

13. This increase, if granted, would increase
Met-Ed“s overall charges to retail customers by 15.7%,
and increase charges to the typical residential customer
using 500 Kwh per month by 12.5%, as shown by Tables 10 and
9 of Appendix B, respectively. With the 6.9 mill increase,
Met-Ed“s charges to this same residential customer would
still be below those experienced by a substantial number of
other Pennsylvania utility customers, as shown by Figure 6
of Appendix B. The increase would provide Met-Ed with
approximately $55 million of additional retail revenue, of
which $52 million would be for energy costs and $3 million
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14. The 6.9 mill requested increase is recasonable

based on the level of energy costs experienced by Met-Ed
since July 1, 1979. Met-Ed“s energy costs afe expected to
continue at this level well into 1980 due to the unavaila-
bilitv of TMI-1l, as shown by Table 3 of Appendix B. If
Met-Ed’s request wr -e based on its July through September
1979 energy cost experience, an increase of 8.2 mills would
be indicated, as shown by Table 6 of Appendix B Alterna-
tively, a surcharge to recover Met-Ed“s balance of energy
costs projected to be unrecovered as of January 1, 1980, the
proposed effective date of the clause increase, would
require an increase in the 8.8 mill factor of 7.7 mills, as
shown by Table 7 of Appendix B. A "full cost recovery"
increase, essentially replicating the Commission’s I-79040308
determination of the 8.8 mill level charge, would be 10.4
mills, as shown by Table 8 of Appendix B.

WHEREFORE, Petitioner Metropolitan ﬁﬂison
Company, prays that the Commission modify the aforesaid
Order entered in the above proceeding on June 19, 1979 so
as to authorize a levelized net energy cost adjustment
charge increase of at least 6.9 mills/KWH, effective
January 1, 1980 or at the earliest possible date, and
extending the tirme within which Petitioner will be permitted
to include (as part of the recoverable costs under its net
energy clause) the demand or reserve capacity costs

associated with alternative sources of purchased power.
1326 0A3
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Commonwealth of Pennsylvania
County of Berks

F. J. Smith, being duly sworn according to law,
deposes and says that he is a Senior Vice President of
Metropolitan Edison Company; that he is authorized to and
does make this affidavit on its behalf; and that the
facts set forth in the foregoing petition are true and
correct to the best of his knowledge, information and
belief. :

7%

'17Z Je. SMITH

Sworn to and subscribed before me
this lst day of November, 1979.

Al Py 22

Notary Public

RITA M. POWERS
Notary Public, Mutenterg Twp.. Berks Co.

My Commission Expires September /754
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the
foregoing document upon all parties of record in this pro-
ceeding in accordance with the requirements of 1 Pa. Code
§33.32 (relating to service by a participant).

Dated this 1lst day of November, 1979.

L o
"KLEEEET225:;;5;:%Z},u§135’
'

an, russell & McConaghy
. Attorneys for
Metropolitan Edison Company
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APPENDIX A

METROPOLITAN EDISON COMPANY

Petition for Increase in Levelized “nergy Cost Adjustment Charge

Rider B, Energy Cost Adjustment Clause, and Addendum to Rider B.

* Statement of Ener_y Clause Revenues, Expenses and Deferrals for

the 3 Months Ended September 30, 1979
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Electric Pa. P.U.C. No. 42 (Supp. &)
METROPOLITAN EDISON COMPANY First Revised Page 89 Superseding
Original Page 89

RIDER ™
ENERGY COST ADJJSTMENT CLAUSE

An energy clause shall be applied to each xilowatthour supplied under this
tariff. This energy clause factor determined to the nearest one-thousandth of
1l mill per kilowatrhour in accordance with the formula set forth below, shall
be applied to all kilowatthours billed during the billing month:

Fe Fb o
A= Sc S5 Ec x =7

Where A = Adjuscmént factor in mills per kilowatthour to be applied to each
kilowatthour supplied under this tariff.

F = The energy-related cost of net energy generated in the Company's
fossil and nuclear generating stations, excluding the cost of
energy generated and sold to other utilities on a firm basis,
plus the Company's energy-related cost of energy purchased and
net energy interchanged in the current (c) and base (b) periods,
defined as follows:

Fossil Generation - the costs charged to fuel Accounts 50l and
547 which are computed on the basis of the cost of fuel delivered
to the generating site at which it is consumed, plus the cost of
disposing of solid waste from sulfur oxide removal devices.

Nuclear Ceneration - the costs charged to fuel Accounts 518 and
521 whici. are computed on the basis of the cost of such fuel
delivered at the generating site at which it is to be consumed
after deducting therefrom the present salvage or reuse value

of such rfuel.

Net Energy Purchases - the amounts charged or credited to Account
555, excluding demand charges.

Net Energy Interchanged - the amounts charged or credited to
Account 555, excluding charges or credits for reserve capacity
transactions.

Ec = A factor expressed in mills per kwh to adjust for any over and
under collection of energy cost that resulted from the operation

of this clause in the prior six months, ending with the second
month preceding the billing month.

1326 067
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Electric Pa. P.U.C. No. 42 (Supp. 9)
Second Revised Page 90 Superseding
TROPOLITAN EDISON COMPANY First Revised Page 90

The Ec factor, expressed in mills per kwh, shall be determined
by dividing (a) the revenues (excluding revenues for gross
receipt taxes) produced by the enerzy clause less the related
energy costs recoverable by the clause, both determined as

of the end of the second month preceding the billing month,

by (b) the six month retail sales.

§ = The Ccmpany's total kih sales to Customers, excluding firm (c)
sales to other utilities and energy produced from facilities
undergoing operational tests prior to being placed into com=
mercial operation, in the curreat (c) and base (b) periods.

Base energy cost of 8.000 mills per kilowatthour

ele
i

I = The Penusylvania gross receipts tax rate in effect during the
voilling month, expressed in decimal form.

The "Fc" acd "Sc¢" factors shall be determined as the six month totals for
the period ending with th: s:cond wmonth preceding the billing month.

This clause shall be app.ied te all kilowatthours supplied and such charge
shall be an additien to any minimwca applicable.

At least ten days prior co the beginnirg of 2ach billing month, the Company
will file with the Pennsylvania Public Utility Ccumission in uch form as the
Commission shall nave prescribed, (a) a copy of the ccmputation of the energy
¢lause to be applied during such month, and (3) such other information per-
taining thereto as the Commissior may require,

The application of this clause shall be subject to continuous review and to
audi: by the Commission at such intervals as the Commission shall determine. The
Commission shall continuously review the reasonableness and lawfulness of the amounts

of the surcharges produced by the enmergy cost adjust: eat clause 2nd the charges
included therein.

If from such audit it shall be determined, by final order eatered after
notice and hearing, that this clause has been erronecusly or improperly utilized,
the Company will rectify such error o- impropriety, and in accordan:e wish the
terms of this order apply credics against future energy clauses for such revenues

as shall have been erroneously or imprcperly collected. The Commission's order
shall be subject to the right of appeal.
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. Electric Pa. P.U.C. No. 42 (Supp. 8)
METROPOLITAN EDISON COMPANY Original Page 90.1

ADDENDUM T~ RUDER B (c)

In lieu of the adjustment factor otherwise chargeable via the operation
of this Rider B during the eighteen month period commencing July 1, 1979 and
ending December 31, 1930, a levelized adjustment factor of 8.8 mills per kilowatt-
hour shall be applied during such period to each kilowatthour supplied under this
tariff, on account of costs (as hereinafter identified) incurred by the Company
and not recovered through its base rates. Such costs shall cunsist of (a) the
unrecovered balance at June 30, 1979 of energy costs incurred and deferred by the
Company for collection via the operation of this Rider B, (b) the energy costs
incurred and deferred during such eighteen month period for recovery via the
operation of this Rider B, (¢) the demand or capacity costs incurred by the
Company during the period of July 1, 1979 through January 1, 1980 in connection
with purchased power agreements entered into by it to provide energy needed to
serve the Company's customers during the continuing outage of Units 1 and 2 (or
of Unit 2 alone) of the Three Mile Island nuclear gencrating station and (d)
applicable gross receipts taxes. All such costs (exclusive of gross receipts
tax) shall be reflected in the appropriate deferred debit (or credit) account of
the Company.

Unless otherwise directed by the Pa.P.U.C., this Addendum to this
Rider B shall cease and determine effective December 31, 1980, and this Rider B
shall resume operation effective January 1, 198] in accordance with its terms,
subject, however, to such modification as may be directed by the Pa.P.U.C. as .
result of any hereinafter mentioned accouncing.

On or before February 1, 1981 (and on or before the first day of the second
n "th following a shorter accounting period, if an earlier accounting is requested by
the company or directed by the Pa. P.U.C.), the Company shall file with the Pa.P.U.C.,
in such form as the latter may prescribe, a statement showing as of December 31, 1980
(or as of the end of such other accounting period) (a) the respective amounts and che
aggregate total of the aforesaid costs incurred as of the end of such accounting
period, (b) the revenues derived as a result of the aforesaid levelized adjustment
factor during such accounting period, (c¢) the balance of such deferred debit (or
credit) account as of the end of such accounting period (less the portion of such
costs to be collected via the normal operation of this Rider B subsequent to December
31, 1980), (d) the efforts made by the Company during such period to achieve net
savings by means of purchased power agreements and (e) such other information as to
the Company's efforts to minimize the net cost of obtaining the energy needed to
serve its customers during such period as the Pa.P.U.C. may require. After notice
and hearing, if the Pa.P.U.C. shall determine that the Ccmpany has utilized diligence
and reasonable efforts to minimize the net cost of obtaining such energy during such
period, the Company shall, be permitted to recover from (or credit to) its customers,
such undercollection (or overcollection) of the costs, including said demand or
capacity ccsts, incurred and deferred as aforesaid and not recovered (or overrecovered)
during the above eighteen month perivd (or other applicable accounting period) via
the levelized adjustment factor, as are found to be reasonable. ‘326 069
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METROPOLITAN EDISON COMPANY

Statement oL Retail Energy Clause Revenues, Expenses and Deferrals
3 Months Ended September 30, 1979

Sales and Revenues
Peaonsylvania Retail Sales (Gwh)

Level Energy Cost Adjustment Charge
(mills/Kwh)

Clause Revenues Before Billing Adjustments
($ millions)

B1lling Adjustments
Clause Revenues as Adjusted
(Less): Pa. Gross Receipts Tax @ 4.52

Retail Clause Revenues for Energy Costs

Expenses

Total System Energy Costs ($§ millions) ()
Total System Sales (Gwh)

Energy Costs per Kwh Sold (mills)

(Less): Energy Costs per Fwh Included
in Retail Base Rates

Energy Costs per Kwh above Base
Energy Costs (above Level Recovered by

Base Rates) Apnlicable to Retail Sales
(Costs per Kwh Times Retail Sales)

Deferrals

Balance of Retail Energy Costs Deferred
at Begioning of Moanth ($ millicns)

Plus: Current Month’s Deferral(?)

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

Balance of Retail Energy Costs Deferred
at End of Moanth

(1) as reported monthly to the Commission

®

July  August September
582 613 625
8.8 8.8 8.8

$ S.1 $ 5.4 $ 5.5
‘o.g) o.o 5.0

$5.1 $5.4 $5.5

(0.2) (0.2) (0.3)

$ 4.9 5.2 $ 5.2

$15.5 $16.6 $14.7
619 654 662

25.1 45.4 22.2

(8.0) (8.0) (8.0)
17.1 17.4 14.2

'10.0 10.7 $ 8.8

$28.1 $33.2 $38.7

10.0 10.7 " 8.8

_(4.9) (5.2) (5.2)

!2}.2 8.7 &2 .

3 Moaths

September

1820

$16.0

$16.0
0.1

$46.8
1935
25.2

16.2

(2) includes demand component of cost of TMI-related short-term power purchases ($5.5 =million

for 3 months ended September 30, 1979).

(3) includes demand component of cost of TMI-related short-term power purchases ($5.2 million

for ) months ended September 130, 1979).
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APPENDIX B

METROPOLITAN EDISON COMPANY

Petition for Increase in Levelized Energy Cost Adjustment Charge

Supporting Material:

* FIGURE 1 =~ Projected Short-Term Debt Balances, No Revision
in 8.8 Mill Level Charge

* TABLE 1 - Data for Figure 1

* FIGURE 2 = Projected Short-Term Debt Balances, 8.8 Mill
Level Charge Increased by 6.9 Mills Effective
1/1/80

* TABLE 2 =~ Data for Figure 2

 TABLE 3 =~ S:stem Enefgy Costs and Sales, July 1979 =
December 1980

* FIGURE 3 =~ Actual and Projected Cost of Coal, 1970-1980
* TABLE 4 =~ Data for Figure 3

* FIGURE &

Actual and Projected Cost of 0il, 1970-1980

* TABLE 5 =~ Data for Figure 4

* FIGURE 5 =~ Average Annual PJM Running Rate, 1970-1979

* TABLE 6 =~ Indicated Increase in Level Charge Based on
Energy Costs Experienced in July, August and
September, 1979

* TABLE 7 =~ Increase in Level Charge That would be Required

to Recover during 1980 the Energy Costs Projected

to be Unrecovered as of December 31, 1979

* TABLE 8 =~ "Full Cost Recovery’ Increase in Level Charge

* TABLE 9 Residential Rate Comparison, Current Level

Charge vs. Proposed Increase

* FIGURE 6 - Residential Rate Comparisons, Met-Ed (Including
Clause Increase) vs. Other Pennsylvania Utilities
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* TABLE 10 - Overall Increase to All Retail Customers
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METROPOLITAN EDISON COMPANY
Projected Short-Term Debt Balances,
8.8 Mill Level Charge Increased by 6.9 Mills (Total Charge of 15.7 Mills)
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TABLE 1
METROPOLITAN EDISON COMPANY
Projected Short-Term Debt Balances,

No Revision in 8.8 Mill Level Charge
($ Millions)

Requirements Total
Other Than Deferred Projected
Deferred Energy Short-Tern
Energy Costs Costs (1) Debt
Oct, 1979 $28.8 $ 62.4 $ 91.2
Nov. 30.4 66.3 96.7
Dec. 12.4 71.5 83.9
Jan. 1980 $ 7.8 $ 8l.4 $ 89.2
Feb. 4.6 88.8 93.4
Mar. 9.0 94,2 103.2
Apr. 22,5 99.1 121.6
May 20.7 105.1 125,8(2)
June 27.9 108.9 136.8 "
July 23.8 112.9 136.7 "
Aug. 20.8 119.7 140,5 "
Sept. 31.3 116.8 148,1 "
Oct. 25.8 i15.6 141,464 "
Nov. 3C.9 112.5 143.4 "
Dec. 18.3 112,2 130.5 "

(1) includes unamortized "old clause” balance recoverable by base rates.
exceeds $125 million limit under revolving credit agreement,
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METROPOLITAN EDISON COMPANY

Projected Short-Term Debt Balances
8.8 Mill Level Charge Increased by 6.9 Mills (Total Charge of 15,7 Mills), Effective 1/1/80
($ Millions)

Requirements Deferred Energy Costs* Total
Other Than No Revision Reduction Balance Pro jected
Deferred Energy in 8.8 Mill Due to 6.9 Reflecting Short~Term
Costs Level Charge Mill Increase 6.9 Mill Increase Debt

Oct. 1979 $28.8 $ 62.4 $ - $62.4 $ 9.2
Nov. 30.4 66.3 - 66.3 96,7
Dec. 12.4 71.5 - 71.5 43.9
Jau, 1980 $ 7.8 $ 81.4 $ (4.8) $76,6 $ B4.4
Feb, 4.6 88.8 (9.6) 79.2 83.8
Mar, 9.0 94.2 (14.3) 79.9 88.9
Apr. 22,5 99.1 (18.7) 80.4 102.9 &
May 20,7 105.1 (22.8) 82.3 103.0 -
June 27.9 108.9 (26.8) 82.1 1100 i~
July 23.6 112.9 (30.8) 82.1 105.9
Aug. 20.8 119.7 (35.0) 84.7 105.5
Sept. 31.3 116.8 (39.3) 717.5 108.8
Oct, 25.8 115.6 (43.4) 72,2 98.0
Nov. 30.9 112,5 (47.6) 64.9 95.8
Dec. 18.3 112,2 (52.1) 60.1 78.4

*includes unamortized "old clause” balance recoverable by base rates,
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System Energy Costs and Sales, July 1979 - December 1980

TABLE 3

METROPOLITAN EDISON COMPANY

July 1979 (actual)

Aug- "
Sept. "

Oct. (forecast)
Nov. -
Dec. -

6 Months Dec. 1979
Average Month

Jan. 1980 (forecast)
Feb. ”

Mar. .
Apr. -
May "
June »
July -
Aug. ”
Sept- »
Oct. .
Nov. .
Dec. .

12 Months Dec. 1980
Average Month
18 Months Dec. 1980

Average Month

Assumptions

Energy
Costs

{8 millions)
$

el e R T R ™
SNwmaueOWnm
L I L B

oo~ wWwm

Total
Sales

(Gwh)

619
654
662
642
664
712
3 953

659

785
789
738
633
635
633
629
662
670
645
666
709
8 244

687
12 197

678

TMI-1 returns to service 9/1/80.

.

11/1/79.

period.

mills/Kwh

25.1
25.4
22.2
26.5
23.5
25.0
24.6

24.6

30.6
27.1
24.7
2445
26.8
23.2
23.7
27.6
12.7
15.2
12.5
16.6
22.3

* 15% oil price escalation, Dec. 1980 over Dec. 1979.

Retail Sales

Gwh

582
613
625
607
625
666
3 718

620

733
738
717
666
621
618
614
646
655
631
648
685
7 972

664
11 690
649

% of

Total Sales

94.0%
93.7
94.4
94.5
94.1
93.5
94.1%

94.1%

93.4%
93.5
97.2
97.5
97.8
97.6
97.6
97.6 .
97.8
97.8
97.3
96 .6
96.7%2

96.7%
95.8%

95.8%

"Cost plus 10%Z" pricing of GPU’s TMI-related purchases from PJM effective

Other economic TMI-related purchases (Ontario, Jamestown, APS) continue for
forecast period.
Demand component of cost of TMI~related purchases included for full forecast
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Dollars per Ton
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METROPOLITAN EDISON COMPANY
Actual and Forecast Cost of Coal, 1970-1980
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Year

1970
1971
1972
1973
1974
1975
1976
1977
1978

1979

1980

TABLE &

METROPOLITAN EDISON COMPANY

Actual and Projected Cost of Coal, 1970 - 1980

Tons
Purchased

(000's)

2 454

2 108

2 271

2 356

2 341

2 000

2 046

g &12

1 884

Jan, 130
Feb. 81
Mar, 197
Apr. 189
May 147
June 138
July 168
Aug. 159
Sept. 138
Oct. (forecast) 130
Nov, - 133
Dec. 197
Year 1 807
Jan, (forecast) 205
Feb, " 182
Mar, s 200
Apr. - 180
May " 172
June 199
July = 207
Aug. " 192
Sept. 168
Oct., 164
Nov., 199
Dec. 204
Year 2 272

Cost

($ millions)

$25.6
24,0
28,4
32,6
6l.1
60.4
57.0
63.1
63.0

W

Lo K= U o o S W e S SV U D S

=WV WOWSHEOWLm~WWYoWw

$6

. o . - . N . . .

. . "

SNNOOOOSNNNYN OOV
.
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w
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[ o]
o
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Dollars per Barrel
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METROPOLITAN EDISON COMPANY
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TABLE 5
METROPOLITAN EDISON COMPANY

Actual and Projected Cost of 0il, 1970 - 1980

Barrels
Purchased Cost

Year (000's) ($ millions) $/bbl
1970 323 $ 1.4 $ 4,41
1971 961 4.9 5.06
1972 1 332 6.8 5.09
1973 1 341 8.7 6.52
1974 1 457 19.0 13.01
1975 636 8.5 13,37
1976 403 5.8 14,34
1977 683 11.0 16,04
1978 668 10.9 16.26
1979 Jan. 57 $ 1.0 §17.94
Feb. 48 0.9 18,87

Mar. 28 0.5 19.80

Apr. 20 0.4 20,32

May . 24 0.5 21.91

June 16 0.4 23,49
July 53 1.4 25.92

Aug. 37 1.0 26.13
Sept. 19 0.5 27.88

Oct. (forecast) 40 1.0 24,12

Nov. % 41 1.0 24,52

Dec. = 55 1.4 25,46

Year 438 $10.0 $22,.82

1980 Jan., (forecast) 39 $1.0 $25.56
Feb. - 31 0.8 PR o

Mar. " 25 0.7 25.21

Apr. n 30 0.8 25.65

May ;- 27 0.7 25.72

June X 29 0.8 26,37
July X 30 0.8 26,57

Aug. i 30 0.8 26.84
Sept. " 27 0.7 27.06

Oct. - 30 0.8 27.55

Nov, " 28 0.8 27.94

Dec. - 42 1.2 29.26

Year 372 $ 9.9 $§26,65
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Average Annual PJM Running Rate, 1970-1979

METROPOLITAN EDISON COMPANY
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TABLE 6
METROPOLITAN EDISON COMPANY

Indicated Increase in 8.8 Mill Level cCharge
Based on Energy Costs Experienced to Date

1979 Actual

3 Months
July Aug Sept Sept

Total System Energy Costs*

($ millions) $15.5 $16.6 $14.7 $46.8
Total System Sales (GWH) 619 654 662 1,935
Mills/KWH of Sales 25.1 25.4 22.2 24.2

(Less): Total Retail Charges for
Energy Costs (8 mills base,
8.4 mills clause, excl. taxes) 16.4

Increase in Energy Costs Over
Level Provided for by Currently
Effective Retail Races 7.8

Indicated Increase in Level

Charge (above X 1.047
revenue tax factor)

8.2

*includes demand component of cost of TMI-related short-term power purchases.
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TABLE 7

METROPOLITAXN EDISON COMPANY

Increase in 8.8 Mill Level Charge That Would be Required to Recover
During 1980 the Energy Costs Projected to be Unrecovered (Deferred);

As of December 31, 1979

Deferred Energy Costs as of 9/30/79*
(actual; $ millions)

Estimated Additional Unrecovered
Energy Costs through 12/31/79

Projected Balance as ot Proposed 1/1/80
Effective Date of Clause Revision

Retail Sales Projected for the Period
January 1980 - December 1980 (Gwh)

Amortization Rate per Kwh, Excluding
Revenue Taxes

Increase in Currently Effective 8.8 Mill
Level Charge (above x 1.047 revenue tax factor)

$42.3

$58.6
7,972

7.4

7.7

*excludes unamortized "old clause" balance recoverable by base

rates ($14.4 million).
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TABLE 8

METROPOLITAN EDISON COMPANY

"Full Cust Rec wery"” Increase in 8,8 Mill Level Charsce, Assuming Return to 6-Month
Historical Clause Effective 1/1/81

§ Millions
Total energy costs projected for the 18-month
period July 1979 - December 1980 (July =
September 1979 actual, T™I-1 back 9/1/80,
"cost plus 10%Z" PJM pricing effective
11/1/79, APS, Ontario ani Jamestown purchases,
15% oil price escalation) $281

Amount applicable to retail sales (above X 0,958,
ratio of retail to total sales, July 1979 -
December 1980) $269

Plus: Energy costs deferred under retail clause
in effect prior to shift to level clause on
July 1, 1979 (actual balance of costs deferred

under 6-month historical clause as of June 3C,
1979)

28
(Less): Energy costs incurred in 1980 that would
be recovered in 1981 by 6-month historical

clause if that clause were reinstated effective
January 1, 1981

Retail energy costs recoverable during 18-month
period July 1975 = December 1980, assuming re=-

turn to 6-month historical clause effective
Jaruary 1, 1981

§271
(Less): Retai.

revenues for energy costs, July 1979 -
December 1980, .t curi»nt rates (8 mi'ls base, 8.4

aills clause (excl, taxes); 16.4 mills X 11,690 GWH
retail sales ,rojected for the period)

/.

(192)

Unrecovered costs, no revision in current level
charge $ 79
Increase in level charge required for complete re-
covery, assuming increasc is effective January 1,

1980 (above + 7,972 CWH retail sales projected ]326 084

for the period January 198U = December 1950, X 1,047
revenue tax factor)

10,4 Mills/KWYH



TABLE 9

METROPOLITAN EDISON COMPANY

Monthly Bills Under Residential Rate RS,
Level Charge Currentlv in Effect vs. Proposed Increase

Monthly Present Rates Proposed Rates
Usage (8.8 Mill Level (15.7 Mill Level Increase
(Kwh) Charge) Charge) mount —
200 $13.45 $14.82 $1.37 10.2%2
300 18.11 20.17 2.06 11.4
400 22.77 25.51 2.74 12.0
460 (average) 25.60 28.75 3.15 12.3
500 27.42 30.85 3.43 12.5
600 32.08 ; 36.19 4.11 12.8
700 36.74 41.54 4.80 13.1
800 41.40 46.88 5.48 13.2
900 £6.05 52.22 6.17 13.4
1 000 50.71 57.56 6.85 13.5

Note: Both present and propu:ed rates include 0.72% base rate tax
surcharge currently in effect (surcharge may be revised pur=-
suant to Act No. 1979-27, as described in PaPUC’s Secretarial

letter dated 10/3/79.)
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FIGURE 5

METROPOLITAN EDISON COMPAMNY
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TABLE 10

METROPOLITAN EDISCN COMPANY

Total Charges tn Customers Reflecting Proposed Increase in

8.8 Mill Level Charge

Normalized retail base revenues allowed
in R.I.D. 434, including 5.42 mill "roll=-
in" of energy costs intc base rates

Normalized test year retail sales

Average retail revenue per Kwh
($237.7 million ¢ 6 872 Gwh)

Plus: Tax adjustment surcharge
currently in effect (34.590 mills/Kwh % .0072)

Plus: 8.8 Mill levelized energy cost
adjustment charge allowed in I-7%040308

Total average annual charges
to retail customers

Proposed increase in 8.8 mill level charge

Z Increase in total charges to
retail customers

Annualized increase in retail revenues,
12 months ended December 31, 1980,
based upor projected retail sales of
7,972 Gwh:

Mills/Kwh
For energy costs 6.546
For revenue taxes
(00566 b 4 -047) 0308
Total 6.854

$237.7 Million

6 872 Gwh

34.590 mills/Kwh

0.249

8.800

43.639 mills/Kwh

6.854 mills/Kwh

15.7%

$ Millions

$52.2

2.4
$54.6
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PUBLIC Parsippany New Jersey 07054
UTi.tI"'l’pS 201 263-4900

b s
CORPORATION TELEX 136-482

October 10, 1979

Mr. William P. Thierfelder, Secretary
Pennsylvania Public Utility Commission
P. O. Box 3265

Harrisburg, Pennsylvania 17120

Re: Metropolitan Edison Company and
Pennsylvania Electric Company
Docket No. JI-72040308

Dear Mr. Thierfelder:

There is enclosed a petition of Metropolitan Edison Company
("Met-Ed") and Pennsylvania Electric Company ("Penelec") roquest-
ing that your Commissicn issue a Declaratory Order determining that
acceptance by lMet-Ed and Penelec of the proposal of the other mem-
bers of the Pennsylvania-New Jersey-Maryland Interconnection ("PJNH")
with respect to the sale by them of power to replace that not
available to Met-Ed, Penelec and Jersey Central Power & Light
Compary (the "GPU Companies") from the Three Mile Island nuclear
generating station ("TMI") will constitute appropriate compliance
" with the directive of your Commission in Clause ” of your Commis=-
sion's Order dated June 15, 1979 in Docket No. I-79040308.

GEMEZRAL 260 Cherry Hill Noad
|
|
|

The subject clause of that Order directs Met-Ed and Penelec
to petition the Federal Energy Requlatory Commission (FERC) and to
negotiate with the other members of PIJM for the pricing of pur-
chases of energy during cmergency conditions at cost, consistent
with the findings of the Commission that, during eémergency con-
ditions, the split savings pricing of interchange sales is not
in the public interest. Met-Ed and Penclec have made intensive
cfforts to obtain the agreement of the other PJM members to the
Pricing of energy to replace TWI at cost but have not been able
to obtain such agreement. However, the proposal of the other
PIM members that is the subject of the enclosed petition would
substitute average incremental cost plus 10% for average in-
cremental cost plus split savings as the basis for pricing to
the GPU companies of I'JM interchange sales to i2place TMI gencra-
tion.

I1£, in 1980, the GPU companies purchased their PJM TMI re-
placement encrgy as PJM interchange on a split savings basis
their total encrqgy cost is forecast to be about $345 million
higher than it would be if gencration were available from TMI.

1326 088
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Of this $345 million the cost of the additional energy purchased
would increase by approximately $273 million. Of this increase,
the GPU payments would include about $50 million of split savings
paid to other PJM companies.

Under the PJ! proposal to sell to .1e GPU companies the
incremental interchange energy attributable to the loss of TMI
output at cost plus 10%, and assuming that such replacement
were obtained from PJM interchange, the interchange purchase
costs of the GPU companies would decrease by approximately
$32 million as against pricing on a split savings basis.

Of the $32 million decrease in cost to GPU resulting from
the PJM proposal, approximately $14 million is attributahle to
Pennsylvania Power & Light Company (PL), $1 million to Philadelpnia
Electric Company (PE) ($15 million to the Pennsylvania compa-
nies), $1 million to Public Service Electric & Gas Company (PS),
$7 nillion to Baltimore Gas and Electric Company (BC) and $9
million to Potomac Electric Power Company (PEP).

The loss of TMI energy resulted in PS's, PE's and GPU's
total energy cost in 1980 increasing by $12 million, $19 million,
and $345 nillion, respectively while PL's, BC's and PEP's total
energy cost decreased by $15 million, $8 million and $11 million,
respectively. The reduction was due to split savings revenues on
additional sales by PL, BC and PEP. The PJM proposal has a
negligible economic effect (approximately $1 million increase)
on both PE and PS and a substantial increase on PL, BC and PEP,
but the net effect of the substantial increase is to essentially
return the PL, BC and PEP total energy cost to that existing
"with a normal TMI energy output (§1 million lower, $1 million
lower and $2 million lower, respectively).

The record in the proceedings in which the subject order was
entered recognized the efforts that the GPU companies were making
to purchase replacement power at costs less than those resulting
from pricing PJM interchange on a split-savings basis. As a re-
sult of such efforts, the GPU companies were net sellers (rather
than net purchasers) of PJM interchange in July, August and Sep-
tember. The GPU companies will continue their outside purchases
when such purchases are economical. The availability of energy
from PJM under the special TMI provision will better assure sav-
ings if outside purchases opportunities become unavailable.
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Shortly after the . .-2 accident occurred, the GPU companies
estimated that the cost to them of replacing TMI energy would be
approximately $24 million a month. As a result of the OPEC oil
pricing actions in the six months since the accident, that cost,
with PJM interchange on a split-savings basis, has increased by
approximately 35% - i.e., to $32.5 million per month. On this new
basis the effect of the PJM proposal is to reduce that cost by
about $2.7 million a month, or to approximately $30 million a month.

The GPU companies desire to begin realizing the cost reduc-
tions under the PJM proposal at the earliest feasible date.
Under that proposal, the effective date is to be date of filing
with the Federal Energey Regulatory Commission, assuming that
such Commission permits such an effective date, but the proposal
is not to be placed in effect without authorization by your
Commission and any other Commission having jurisdiction. We,
therefore, have requested in the enclosed Petition your favorable
action tnereon at your early convenience

We understand that PL intends to file a petition concurrent
with this one for your approval in rescinding the PL sale to GPU
at cost of up to 200 MW per hour of energy from its Martins
Creek Units No. 3 and 4. We assume you may wish to consider these
matters concurrently.

Respectfully submitted,
Metropolitan Edison Company

and
Pennsylvania Electric Company

By ££;/°¢ [é:.dﬁ—l//

W. G. Kuﬁ7p, Chairman

cc: The Hon. W. Wilson Goode, Chairman
The Hon. Michael Johnson, Commissioner
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- BEFORE THE

PENNSYLVANIA PUBL1C UTILITY COMMISSION

pennsylvania Public Utility Comamission et al.

V. Docket No.

Metropolitan Edison Company I-79040308
and
Pennsylvania Electric Company,
Respondents

TR T O L T I L L L

PETITION FOR DECLARATORY ORDER

Metropolitan Edison Company ("Met-Ed") and Pennsyl-
vania Electric Company ("Penelec”), respondents in the above
proceeding, submit this Petition for a Declaratory Order pur-
suant to 1 Pa.Code 35.19, and in support thereof respectfully
represent that:

1. Your Commission, in its Order adopted June 15,
1979 and entered June 19, 1979 at I-79040308 (the "Order"), made

the following findings (at p. 16):

"Pricing of Wholesale Purchases of Power

"In accordance with typical agreements between
interconnected electric utilities, economy dispatched
energy is sold at a price midway between the cost of
generation of the selling utility and the alternative
generation cost to the buying utility - thereby "splitting"
the savings bectween the buyer and the seller. Although
the price at which electricity is sold at wholesale is
subject to the jurisdiction of the Federal Energy
Reqgulatory Commission ("FERC"), the cost of purchased
power impacts directly on retail rates and therefore is
of concern to this Commission.




2.

"Under conditions approaching an equilibrium where
electric utilities cach buy and sell roughly ejuivalent
amounts of c¢nerqgy annually, the split-savings method of
pricing economy salcs scems to result in an equitable dis-
tribution of the benefits of shared generation. One utility
is not significantly better or worse coff than another.
However, when one or two utilities are forced to buy massive
amounts of power from other utilities with large amounts of
available generation, such as during the coal strike of 1277-
78, an inequitable imbalance occurs. The cost of purchases
of power during that emergency by utilities in Western
Pennsylvania imposed a considerable burdaun on those wvtilities,
while the utilities in Eastern Pennsylvania received unexpec-
ted revenues.

"The loss of generation at Three Mile Island has created
a similar imbalance. Metropolitan Edison Company and Penn-
sylvania Electric Company will incur higher purchased power
costs, while the selling companies will generate unexpected
revenues.

"The Commission is of the opinion that the split savings
pricing of interchange sales during emergency conditions is
not in the public interest. We will direct Met Ed and Penelec
to petition FERC and to negotiate with the other members of
the PJM power pool to eliminate split savings during emer-
gency conditions and to price such power at cost. Cf., Order
adopted June 7, 1979 at Docket No. P-79060181 (Petition of
Pennsylvania Power & Light Company for Declaratory Order).

"As an incentive to pursue this elimination of split
savings during emergencies, the Commission will consider
the efforts of Respondents in this respect in determining
whether to allow the amortization of such ernergy costs
deferred during the 18 month period in which their energy
clauses are levelized."

2. At page 18 of the Order your Commission dGirected,

among other things:

"7. That Metropolitan Edison Company and Pe¢ sylvania
Electric Company shall undertake in goou faith to petition
the Federal Energy Regulatory Commission, and to negotiate
with other members of the Pennsylvania-New Jeusey-Maryland
Interconnection, for the pricing of purchases of energy
during ecmergency conditions at cost, consistent with the
findings of the Commission, and shall report monthly on its
efforts."
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3. Promptly following the entry of the Order and the
corresponding Order of the Board of Puvblic Utilities of the State
of New Jersey ("NJBPU"), Respondents and their New Jersey affi-
liate, Jersey Central Power & Light Company ("Jersey Central"),
herein collectively refcrred to as the "GPU Companies," advised
the other members of the Pennsylv-1ia-Jersey-Maryland Intercon-
nection (PJM) of such directives, requested that such members
enter into negotiations to accomplish the objectives of these
provisions of such Orders and informed such memkters of the
intention of the GPU Companies promptly to file a petition with
the Federal Energy Regulatory Commission ("FERC") in accordance
with such directives if such negotiations were not successful.
A copy of the letter, dated June 22, 1979, from W. G. Kuhns,
chief executive officer of the GPU Companies, to the other

members of PJM is annexed as Appendix A.

4, Since that time, the GPU Companies have been
involved in extensive negotiations with the other members of PJM.
The GPU Companies have not been able to obtain the Agreement of
the members of PJM to price at cost their sales of energy to
replace TMI generation. However, the other PJM companies have
submitted a proposal (the "PJM Proposal") to reduce the "adder"
to their incremental production cost for enercy and operating
capacity from a split savings concept to incremental cost plus
10% for the energy purchased from PJM in interchange transactions
to replace TMI gencration for the GPU Companies' own load. The

Proposal will apply to up to 1100 MWH/hr and up to 7,000,000 MW

{326 095
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1980 and will terminate with the earlier of, the ressumption of
the generation of electric energy by TMI-1 on a continuing basis
or, December 31, 1980. This PJM Proposal would take the form of
special schedules to the PJM Interconnection Agreement which would
become effective the date they are filed with FERC for acceptance,
if authorized by the cognizant regulatory agencies. Drafts of
these special schecules and an explanatory filing letter are
attached hereto as Appendix B. The forecast 1980 impact of the
PJM Proposal on GPU is an estimated $32 million reduction in total
production costs. Appendix B Table I is a PJM study entitled
"PJM Study of the Effect of Three Mile Island Unit Outages Year
1980." This study summarizes the forecast 1980 differences in
production costs and interchange that occur as between (a)
generation being available from TMI and (b) generation from TMI
not being available with some purchases by GPU from companies

.outside PIJM. Table II of the study takes the estimated $32
million reduction in GPU's total production costs arising from
the change in billing due to the special pricing in the PJM
proposal and shows the impact on each PJM companies' production
costs resulting therefrom. These PJM studies formed the basis
of the PJM Proposal and demonstrate the impact on cach of the

PJM companies without the availability of generation from

the TMI units and with the application of the PJM Proposal.

As set forth below, the GPU Companies have been successful

to date in their efforts to purchase substantial amounvs of
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“energy from sources other than PJH inter .nge, and have corres-
pondingly reduced their purchases of PJM interchange. It is
expected that some quantities may be purchased in the future
from sources other than PJM if the savings resulting therefrom
continue to be greater than ij interchange including the PJM
Proposal. Thus, the dollar amounts involved ir the "adder"
above incremental production cost for PJM interchange purchases

may be different than that noted above.

5. The TMI-2 accident occurred on March 28, 1979. 1In
April 1979, the CGPU Companies did not have any source of replace-
ment power from other utilities except the purchase of PJM inter-
change and the GPU Companies purchased 674,738 MWH of interchange
from PJM at an average billing rate of 46.2 mills/kwh and an
average adder by the selling PJM companies of 9.5 milis/kwh or
25.9% over the seller's incremental production cost. In May, the
GPU Cuiipanies had in place a bulk purchase arrangement with
Allegheny Fower System, Inc. ("APS") and purchased 102,294 MWH
from APS; by virtue of such purchases, the GPU Companies reduced
their purchases of interchange from PJM to 595,981 MWH at an
average billing rate of 50.4 mills/kwh and an average adder by
the selling PJM companies of 10.8 mills/kwh or 27.3% over the
seller's incremental production cost. (Sales of interchange by

the GPU Companies to PJM were nominal in April and May 1979.)

6. By June, 1979, the GPU Companies had additional
bLulk power supply arrangements in effect, and they purchased

229,853 MWl from sources other than PJM intcrchange. In the
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light of such other purchases, the GPU Companies reduced their
purchases of PJM interchange to 292,661 MWH at an average billing
rate of 45.3 mills/kwh and an avcrage adder by the selling PJM
Companies of 11.0 mills/kwh or 32.0% over the sellers incremental
production cost. 1In addition, the Zru Companies sold 33,256 MWH

of interchange to PJM in June.

7. In July 1979, the GPU Companies had still more bulk
power purchase arrangements other than PJM interchange in effect.
In the aggregate, the GPU Companies purchased 685,980 MWH from
sources other than PJM interchange purchases and their purchases
of interchange from PJM were reduced to 96,917 MWH at an average
billing rate of 48.3 mills/kwh and an average adder by the PJM
companies of 11.2 nills/kwh or 30.2% of the seller's incremental
production cost. The ceombination of such outside purchases plus
generation from GPU's own facilities were such that the GPU
Companies sold 158,122 MWH (or 63% more than they purchased) of

interchange to PJM.

8. In August, 1979, the GPU Companies continued their
bulk power purchase arrangements other than PJM interchange in
effect. In "2 aygregate, the GPU Companies purchased 833,156
MWIl from scu-ces other than PJM interchange purchases and their
purchase of interchange from PJM were reduced to 72,617 MWH at
an average billing rate of 56.3 mills/kwh and average adder by
the PJM companies of 14.1 mills/kwh or 33.4% of the seller's

incremental production cost. The combination of such outside
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purchase plus gencraticn from GPU's own facilities were such
that the GPU Companics sold 183,450 MWil (or 153% more than

they purchased) of interchange to PJM.

9. 1In September 1979, the GPU Companies contirnued
their bulk power purchase arrangements other t 1 PJM in*terchange
in effect. 1In the aggregate, the GPU Companies , irchased 692,303
MWH from sources other than PJM interchange purchases and their
purchase of interchange from PJM were reduced to 118,511 MWH at
an average billing rate of 54.5 mills/kwh and average adder by
the PJM companies of 10.7 mills/kwh or 24.4% of the seller's
incremental production cost. The combination of such outside
purchase plus generation from GPU's own facilities were such
that the GPU Companies sold 154,876 MWH or (31% more than they

purchased) of interchange to PJM.

10. The bulk power purchase arrangernents which the GPU
Companies have been successful in negotiating thus far are non-
firm --i.e., are subject to the availability of the supplier's
equipment and may be interrupted by it at any time and for any
period. (For example, the lowest cost source of supply to the
GPU Companies has becn the arrangement with APS; that supply was
interruvpted July 5, 1979 due to equipment unavailability and is
not scheduled to be resumed until November 1, 1979.) The volunme
and the pricing of int. rchange purchases by the GPU Companies
from PJM will dcpend upon hour-to-hour changes in (a) the load

levels both within GPU and outside GPU, (b) the availability of
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" GPU's gencrating facilities and cnergy provided therefrom on
economic dispatch, (c¢) the reliability and availability of GPU's
generating facilities, (d) the energy provided on economic
dispatch by the other PJM Companies, and (e) the availability

and purchase prices of encrgy from suppliers outside PJM.

11. 1In the absence of purchases from outside PJH,
during the non-availability of generation from TMI, the decrease
in sales of the GPU companies for 1979 were expected to average
about $4 million per month and the increase in purchéses of PJM
interchange by the GPU Companies were expected to average about
$20 million a month with the split-savings "adder" on such pur-
chases amounting to about $4 million a month (or about 25% of the
seller's cost). For that situation, the PJM Proposal would result
in a reduction of cest *o the GPU Companies of approximately $1.8
million a month. The forecast for 1980.now projects this saving

“at $2.7 million a month, the difference being mainly due to fuel
cost escalation and load growth. It is necessary to underscore
that the PJi Proposal cost reduction to the GPU Companies is
premised on the abscnce of the major portion of purchases from
outside PJM. With GPU purchases from outside PJM running at the
level experienced in July and August, with their attendant savings
of approximately $5 million a menth, the PJM Proposal would result
in a reduction of cost to the GPU Companies of approximately

$0.7 million a month.
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12. ‘hus far, we have referred to purchases of inter-

change by the GPU Companies from PJM. The fact is, of course,
that PJM is not an entity and the purchaces by the GPU Cowmpanies
would be from the facilities of individual members of PJM. Since
both Philadelphia FElectric Coﬁpany ("PE") and Public Service
Electric and Gas Company ("PS") ordinarily do not have energy
available for sale from units operating below the PJM running

rate and are usually heavy purchasers of interchange for their

own req" rements, the GPU purchases of so-called "PJM Interchange"
will, f.,r the period through 1980, normally be from the facilities
of Baltimore Gas & Electric Company ("BC"), Pennsylvania Power &

Light Company ("PL") and Potomac Electric Power Company ("PEP").

Appendix B, Table I shows the estimated change in each
PJM company's total cost for energy preduction in 1980 including
its own generation and sales to and purchases from other PJM
companies brought about by the nonavailability of generation from

TiI. These estimated 1980 energy cost increases (decreases) are:

PS $ 12.1 million
PE $ 19.3 million
PL $(15.4 million)
BC $ (8.2 million)
GPU $345.3 million
PEP $(10.9 million)

The parentheses indicate a reduction in a selling com-
pany's total encrgy cost because of the split savings realized
by it on increased interchange sales arising as a result of the
non-availability of energy from TMI, ie; the PJM selling companies'

costs reflect a reduction in total encrqy costs due to the fact
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that their interchange sales incrcase and, when selling at split
savings, result in unanticipated increased revenues to them over
and above their increased production cost. The converse is true
for the purchasing companies and most prominently for GPU where
the low cost nuclear generation is not available directly to GPU
and indirectly to make other lower cost energy available to PS

and PE.

Appendix B Table II shows the change in total energy
cost of the PJM companies forecast for 1980 resulting from the
PJM Proposal in comparison with the total energy costs resulting
from pricing on the basis of split savings. These increases

(decreases) resulting fror the PJM Proposal are:

PS $ 1 million
PE $ 1 million
PL $ 14 million
BC $ 7 million
GPU $(32 million)
PEP $ 9 million

13, The major impact of the PJM proposal is that the
major sellers (BC, PL and PEP) relinquish a part of the unantici-
pated net revenues resulting from the increased sales of inter-
change on a split-savings basis, thereby bringing their total
net production cost closer to that existing before the TMI acci-
dent, The differential total production cost of the PJM companics
forecast for 1980 for the conditions of a) cnergy available from
TMI vs. energy not available from T™I with normal pricing and b)
energy available f{rom TMI vs. encrgy not available from TMI with

the PJM Preoposal, is graphically illustrated in Appendix C.
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'Although the PIM Proposal has a nominal additional adverse impact
on PE and PS, it can bc said that the major effect of the PJIM
proposal is to tend to bring the total production costs of the
selling PJM companies closer to that forecast without the TMI
accident. It should be noted that, on the basis of the 1980
forecast, the PJM Proposal will still result in the receipt by

PL ¢f $1 million, by BC of $1 million and by PEP of $2 million
more net revenues than they would have received in the absence

of the TMI accident.

14, 1If the GPU Companies are not authorized by your
Commission to accept the PJM Proposal, they are required by the
Order to file a petition with the Federal Energy Regulatory
Commission ("FERC") seeking a directive by the FERC that the
other members of PJIM sell energy to the GPU Companies during
emergency conditions at cost. The GPU Companies are prepared
to file such a petition with the FERC. However, such a peti-
tion would have to be filed under Section 206(a) of the Federal
Power Act and any relief obtained by the GPU Companies in re-
sponsge to that petition could be ecffective only prospectively,
i,e., after the FERC had made a decision following hearings.

If the FERC employed its usual procedure in contested rate
proceedings, the filing of the petition by the GPU Companies
would involve notice of filing, petitions to intervene and
responses thereto, assignment to an administrative law judge,

data requests and document discovery, one or more pre-hcaring
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conferences, possible settlement discussions, hearings, bricfs,

a recommended decision by the administrative law judge, excep-
tions thereto and briefs in support of exceptions and finally a
decision by the FERC. DBased on usual experience in contested
rate proceedings under the Federal Power Act, it appears unlikely
that a decision would be rendered in that proceeding by the TERC
before 1981 and might well be later. Moreover, it is by no means
certain that the FERC would require such sales to be made at cost.
The report of the FERC staff on electric power sales between
power pools during the last coal miners' strike and the pending
rulemaking proceedings before the FERC suggest that the FERC
staff believes that some "adder" above incremental production

cost is appropriate, even in emergency sales.

15. For these reasons, the GPU Companies believe that
procceding on the basis of the PJM DProposal, rather than by filing
a petition with the FERC, will best and most guickly accomplish
the intent of the subject provisions of the Order and that their
proceeding on that basis should he deemed to be acceptable

compliance with such provisions of the Order.

16. Met-Ed and Penelec assume that it will facilitate
your Commission's review of this Petition if Met-Ed and Penelec
also set forth the results accomplished to date as against those
contemplated by the Order and the estimates on which the Order
was based and that information igc sct forth in the following

paraqgraphs.
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17. Following the TMI-2 accicent, the GPU Companieé
made studies of the probable replacement cost while energy was
not available from both TMI units assuming that such replacement
came from a combination of increased gencration from the GPU
Companies' own facilities and increased net interchange purchases
from PJM. The studies indicated that replacement power costs
would be approximately $24 million a month ($10 million for Met-
Ed, $4 million for Penelec and $10 million for Jersey Central)
or $216 million for the nine-month period, April l-December 31,
1979. Such studies indicated that, of the $216 million of
increased replacement power costs for the nine months, $40
million wouid be actributable to decreased sales tc PJM from the
GPU Companies' cown facilities and $176 million (including $38
million of split-savings "adders") for increased net purchases
of interchange from PJM. During the course of the proceedings
. which led to the entry of the Order, the GPU Companies advised
your Commission and the NJBPU of the efforts which they were
making to obtain bulk power supply to replace TMI gen=ration

from sources other than PJM Interchange.

18. The Order was predicated upon the assumption that
the GPU Companies would be successful in efforts to find alterna-
tives to normal purchases of interchange from PJM on a split-
savings basis and that this would reduce thecir TMI replacement
energy costs by about 25%, i.e., that the monthly TMI replacement

power costs would aggregate about $7.5 million cach for Met-Ed




‘nd Jersey Central and about $3 mil for Penclec: 1In this
spect, the Order (at page 12) provided that Met-Ed and Penelec
could include, in recoverable costs through the net enerqgy cost
rate, the demand or reserve capacity charge incurred in connec-
tion with such purchases from July 1, 1979 until January
as an incentive to enter into such arrangements, and the NJBPU
took similar action in respect of Jersey Central except that the
demand or reserve capacity charges incurred are permitted to be
included beyond Jan 1, 1980. As indicated above, the GPU
Companies have been purchasing increasing amounts of replacement
energy from sources of supply other than PJM Interchange; in
July they made purchases from an aggr ‘ega of nine utilities at

various times. All such arrangements have been dependent upon

the availabilit e 4 \ each of the suppliers and have
been subfect to interruption at any time upon very short notice.
At times the GPU np =¥ V urchased more than 1200 MWH

per hour from sources outside PJM, as well as 200 MWH per hour

from PL in bilateral transactions when such bilateral transactions

were economic. At other times, these purchases were substantially

less because the supplying utilities did not have generating
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PJM on a split-savings basis, would approximate $33 million

per month and that saviﬁgs of $6 million pcr month can be
achieved as a result of a combination of outside purchases and
purchases from PJM under the PJM Proposal. This would result
in a net replacement cost of $27 million per month which is $9
million/month in excess of the net $18 million per month level
inherent in the Commissions Orders. Details of this 1980 fore-

cast cre shown on Appendix D.

21. All the purchases from outside PJM and the pur -hases
in the bilateral transaction with PL are allccated in the first in-
stance amcng the GPU Companies in proportion to their respective
interests in TMI, namely, 50% to Met-Ed, 25% to Penelec and 25% to
Jersey Central, and are treated as resources of these companies at
an energy cost which includes the demand charge of the supplying
company. (All such arrangements, »ther than that with PL, and
Jamestown include a demand charge.) To the extent that one GPU
Company cannot itself use such purchases for its own load (because
it has a more economical source of supply), it relinquishes its
right to such energy to its affiliates that can use it. In May,
Penelec could use only about 10% of its share of the outside pur-
chases. Met-Ed required almost exactly the amount of its share of
such outside purchases. Thus Jerscy Central purchased the portion
of Penelec's purchases not required by Penclec. In June, Penelec
required about once=third of its share of such purchases. For its

part, Met-Ed not only rcquired its own share of such outside
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purchases but also could ucse about 20% of the Penelec share and

purchased that., Jersey Central not only required its shace of
such outs_ue purchases, but also could use the balance of the

Penelec share and purchased it.

22. 1If bulk power supply purchases and the resulting
savings by the GPU Companies from outside PJM Interchange
continue to be substantial, as they were in July, the impact
of the subject PJM Proposal and its resultant savings on GPU
and the other PJM companies would be modest because the volume
of interchange purchases from PJM would be modest, i.e., as the
GPU Companies increase their purchases of bulk power from
sources other than the purchase of PJM Interchange, the other
PJM companies that would sell interchange more closely revert
to the situvation in which their interchange sales are at the
level they would have been without the TMI-2 accident. At the
July level, the subject PJM Proposal would reduce GPU costs by
approximately $0.7 million per month and reduce the "unexpected
revenues"” of the selling PJM companies by the same amount. The
GPU reduction from the outside PJM purchases approximated $5.5
million in July. At the June level, the reduction in GPU costs
arising from the subject PJM Proposal would be approximately
$2.2 million per month, but, correspondingly, the GPU purchases
outside PJM would be smaller; the savings achieved as a result

of such purchases in June approximated $1.1 million. The net
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result is that the subject PJM Proposal lessens GPU's vulnerabil-
ity to the loss of savings resulting from the nonavailability

of energy from outside PJM and thus provides greater assurance

of alternatives with costs lower than normal PJM interchange

pricing.

23. The measurement of the impact of the subject
PJM Proposal on the individual GPU Companies contains the uncer-
tanties referred to e rlier. 1Initlally, the energy (including
operating capacity) available from PJM under the PJM Proposal
will be allocated among the GPU Companies in proportion to their
respective interests in TMI. If, however, at any hour, one GPU
company cannot economically use such energy to serve its own
load, it will relinquish such energy to its affiliates that can
economically use such energy. It is anticipated that, except
in periods when it is experiencing zignificant scheduled or
forced outages of coal-fired equipment, Penelec will not be able
to utilize for its own load all of its allocable share of the
energy available under the PIM Proposal. Moreover, while 503 of
the energy available under the PJM Proposal will be initially
allocated to Met-Ed, the impact of the PJM Proposal in reducing
encrgy costs as against pricing interchange on a split-savings
basis will be less per kilowatthour for Met-Fd than for Jerscy
Central. This is because, even without TMI genecration, Met-kd
has proportionately more base and intermediate load generating

capacity (Portland, Titus and Conemaugh) than Jersey Central
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(Oyster Creek and Keystone). Consequently, during some hours,
the purchase of PJil interchange on the basis of the PJM Proposal
will not be economically advantageous to Met-Ed. Moreover, given
the difference in their mix of generating capacity, the purchase
of interchange from PJM on a split-savings basis results in a
higher price to Jersey Central than to Met-Ed; thus, the substi-
tution of pricing of interchange purchases at incremental cost
plus 10% under the PJM Proposal for normal pricing on the basis
of incremental cost plus split-savings produces a grcater reduc-
tion in cost per kilowatthour for Jersey Central than for Met-Ed.
Under these circumstances, it is reasonable to estiraie that
approximately 35-45% of the benefits to the GPU Companies from
the subject PJM Proposal will be received by Met-Ed, 35-4,% by

Jersey Central and the balance by Penelec.

24, As noted earlier, the purchases from outside PJM
~will continue if economic when compared with purchases directly
from PJM. Since the PJM proposal reduces the PJM interchange
price to be paid by the GPU Companies, it is anticipated that
the volume of the outside purchases may be reduced. It should
be noted that, while the PJM proposal applies to a major portion
of GPU's total interchange energy purchases from PJM, there will
still remain a substantial quantity of encrgy which the GPU
companies may purchase beyond the provisions of this special
agreement. If purchasced from PJM, this will be in excess of the
replacement for TMI provided for in the PINM Proposal and will be

priced on the split-savings basis.
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25,

The PJM proposal does involve other elements

which should be noted. These relate to the timing of
payments for encrgy purchased under the PJM Proposal and the

consequences if such payments are not made when due.

26. Under the existing PJM Agreement, bills are

computed morthly by the fifth working day of the following
month, and are payable on the first banking day common to
all PJM parties following the nineteenth day of the month in
which the billing statements are prepared. Under theée subject
PJM Proposal, the GPU Companies will be required to make
interim payments, on the basis of weekly estimates, for net
energy purchases by them from or thru PJM; they will be billed
weekly within twe working days after the end of the week, for
any estimated net amount due for that week's transactions.
Payment of this estimated bill will be due five banking days
~after rendered and in default if not paid by the sixth banking
day. The interim payments will then be applied against the
final monthly bill. While this schedule for interim payment is
tight, it is managcable, since payments are effected by wire
transfers between banks. The requirement of the PJIM Proposal
for interim payment on a weekly basis does increase the CPU
Companies' cash working capital requirements but this is not
substantially more burdensome than that involved in purchases
from outside PJM which have also involved weekly payments and,
in the case of many of the larger trancsactions, have rcquired

that such payments be made in advance.

1326 111




22,

27, The use of the term "d:fault" in the subject
PJM Proposal is new, but the concept is not. Specifically,
Section 11.1 of the cxzisting PIJM Agreement provides for a
penalty rate of interest (130% of the prime rate) during a period
of "delinquency" if payment is not made on the due date.
Moreover, under thelr cFebenture indentures, the GPU Companies
have covenanted that they will pay for labor, materials and
supplies as they become due and payable in the ordinary course
of pusiness and the new revolving credit agregment containes a
similar covenant. There is a 60-day grace period fo. curing
such a default in the debenture indenture, before the debenture
indenture trustee or the holders of 25% of the debentures may
accelerate the maturity. However, this grace period in the
debentur .ndenture is of limited significance since, if a
company {s unable to pay its debts as they become due in the
ordinary course of business, that would probably be a material
adverse development reguiring disclosure under the federal
securities laws and to the bank lenders under the revolving
credit agrecement and might well shut off the availabili;y of

additional credit.

28. The PJM Proposal also provides that, if a condi-
tion of default exists, the GPU Companics shall not have a ve.e
in PJM matters so long as that default continues and that during
the default any PJM member company may refrain from rendering

PJM benefits to the GPU companies. If the GPU Companics weve in
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default, they would not he able to enforce the PJM contract in
any event and the other PJM companies could take (or withhold)
action on that basis, subject to any constraints arising under
the Federal Power Act. For this reason, the provision in the
subject PJM Proposal concerning the withholding of PJM benefits
under such circumstances does not appear to add significantly to
the remedies available to the other PJM members. Needless to
say, the GPU Companies do not intend to permit a default to

arise,

29. In summary, che GPU Companies believe that the
PJM Proposal largely achieves the cbjectives of the provisions
of the Order quoted in paragraphs 1 and 2 above and that it
provides a potential for achieving some cost savings for them at
a much earlier date, and with greater certainty, than they could
achieve by filing a petition with FERC. The CPU Companies
believe that they have demonstrated that they have attempted in
good faith to comply with the subject directives of the Order
and respectfully request that the Commission issue a Declaratory
Order determining that acceptance by Met-Ed and Penelec of the
PJM Proposal will constitute appropriate compliance with the

directives of paragraph 7 of the Commission's Order,
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. WHEREFORE, Respondents pray that the Commission issue a

declaratory order finding that their procccding on the basis of
the PJM Proposal satisfies the aforesaid directives of the

Commission's Order entered June 19, 1979 at I-79040308.

METROPOLITAN EDISON COMPARY

PENNSYLVANIA ELECTRIC COHPANY

Chairman (of. the Board

STATE OF NEW JERSEY )
$ §8.
COUNTY OF MORRIS )

W. G. KUHNS, being duly sworn according to law, deposes
and says that he is Chairman of the Board of Metropolitan Edison
Company and Pennsylvania Electric Company; that he is authorized
to and dows meke this affidavit for these companies; and that the
facts set forth above are true and correct to the best of his
knowledge, information and belief.

V4
%}*«."’ z‘.ﬁ&ffi..g/

yf G. Kuhns

Sworn to and subscribed before
me this @74 day of October, 1979.
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% Prscrest os ;
My Coinissien Cxplies Juan s, 1933
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CERTIFICAYTYE OF SERVICE

I hereby -ertify that I have this day served the fore-
going document upon all parties of record in this proceeding in
accordance with the requirements of 1 Pa. Code 33.32 (reclating
to service by a participant).

Dated at this day of October, 1979,

/s/ Samuel B. Russell

Ryan, Russel & rcConaghy
Attorneys for
Metropolitan Edison Company
- and
Pennsylvania Electric Company
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APPENDIX A

Witham G. Kuhns
Charman
260 Cherry Hill Road
g&gE%AL Parsippany New Jersey 0703
UTILITIES 201 263-4300
CORPORATION
June 22, 1979
IDENTICAL LETTERS WERE ALSO SENT TO
THE FOLLOWING INDIVIDUALS:
R. I. Smith Es. T. Cox
Mr. Robert F. Gilkeson J. F. Betz J. L. Everett
Chairman of the Board R. K. Campbell J. D. Feehan
Philadelphia Electric Company C. E. Utermohle, Jr. R. D. Weimer
2301 Market Street B. C. Trueschler A. E. Bone
Philadelphia, Pa. 19101 W. R. Thompson J. K. Busby
Dear Bob:

As I am sure you appreciate, the GPU System has been
undergoing traumatic experiences on all fronts in the twelve
werks since the TMI-2 accident. Our first priority necessarily
was devoted to achieving and maintaining control of the accident
and bringing TMI-2 to a cold shutdown status without injury to
the public health and safety. The ﬁssistance we received
from all segments of the industry - including your Companies -
was outstanding, as we have sought to make clear in all forums

that we had an opportunity to address.

Our second priority was to maintain service to our
customers. This, of course, would not have been possible
without the massive amounts of power you made available to us.
I should not wish you to consider the balance of this letter
as reflecting any lack of appreciation on our gért for the
response of your Companies in providing such power to
us. The Qay in which the PJM Interconnection hardled in
stride the severe test'presented by this outage of 1,700 MW
of base load capacity is a tribute to the sound planning and

structure involved in PJM.
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2.

The financial aspects of the accident and its af-
termath have also been most demanding. We have been experi-
encing replacement power éosts on the order of $24 million a
month in excess of those provided for in our current charges
tc customers and, at the same time, have not been receiving
base rates to cover the capital and operating costs of TMI-2.
The financial survival of the GPU System has been dependent
upon our ability to obtain prompt tariff revisions to provide
for the recovery within a reasonable period of the bulk of
those rep;acement power costs and this, in turn, has been
heavily dependent upon our ability to demoﬁstrate to the
regulatory agencies that we were maging every effort to mini-
mize those replacement power costs. ' It has been within this
context that since shortly after the ac;ident, we have been
discussing with you the question of whether your Companies
would be willing to provide to us at cost (e.g.. without
an “adder" for "split-savings") the energy and opefating
capacity which we are pucchasing from you to replace the
energy which would have been provided to the GPU System by

the two TMI units.

We have also been attempting to negotiate spécial
purc » power arrangements with your Companies and other
neighboring utilities to mitigate these replaccment power
costs. We have had some limited success in these efforts

and they will be continued. Specifically, PP&L has
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' .offered to sell the GPU Companies, for the balance of .

1979, at cost as determined in accordance with the normal
PJM accounting practices, the energy produced bf up to 200
MW of Martins Creek Units 3 and 4 when those units are
operating on the PJM economic dispatch and we have gratefully
accepted that offer. Implementation of that agreement has
been approved by the PaPUC and is subject to acceptance by
FERC. Philadelphia Electric has offered to sell us, at 95%
of the PJM running rate, energy equivalent to the Philadelphia
Electric share of Salem No. 2 output and we have accepted
that offer. Implementation of this sale and purchase will
not begin until Salem No. 2 commences operation which must
await the issuance of the NRC operating license. We have
also previously announced that we afe purchasing short-term
power as available from and through APS and we expect to

» continue such purchases. We anticipate that we may be able
‘to effect additional purchases from other sources and we
will periodically advise your Companies of our pEOgres§ on

that score.

On June 15, 1979, the PaPUC issued an orc.r
to Met-Ed and Penelec permitting tnem to implement levelized
energy adjustment clauses which provide for recbvery of
a portion of the replacement power costs and, oﬁ June
1R, 1979, the NJBPU issued a similar order to Jerscy Central.
In the case of both the PaPUC and NJBPU orders, the level-

ized encrgy clauses are premised on our ability to achieve

1326 118




4.

iavings in replacement power costs in addition to those
achievable under the arrangements with PP&L, Philadelphia
Electric and APS. |

The PaPUC order sets forth the PaPUC's view
that the split savings pricing of interchange sales duringl
emergency conditions such as those which we are experiencing
is not in the public interest and directs Met-Ed and
Penelec to petition FERC and to negotiate with your Com-
panies for the pricing of the replacemgnt power at cost.
(The relevant excerpt from that Order is annexed as Appendix
A.) Although stated in somewhét different terms, the NJBPU
order expresses the same point of view. (The felevant
excerpt from that Order and from thg transcript of the
discussion by the members of the NJBPU during the course of

approval ®f that Order is annexed as Appendix B.)

At the meeting of the PJM Chief Executive
Officers and Management Committee on May 5, 1579, the
Management Committee was given the assignment of analyzing
the impact on each of the FJM participants of the loss of
major base load generation such as TMI. It is my under-
standing that these studies are nearing completion. I
suggest an early meeting of the PJM Chief Executive
Officers (and, if appropriate, of representatives of the

Commissions that regulate the PJM Companies) to consider
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' 'this matter, ~ I shall call you in the next few days in an

ef ort to schedule such a meeting at an early date.

Sincerely,



Excerpt from Order approved June 15, 1979
and cntered June 19, 1979 in the matter of
Pennsylvania Public Utility Commission v.
Metropoclitan Edison Company and Pennsylvania
Electric Company, Docket No. I-79040308

Pricing of Wholesale Purchases of Power

In accordance with typical agreements between inter-
connected electric utilities, economy dispatched energy is sold
at a price midway between the cost of generation of the selling
utility and the alternative generation cost to the buying utility =
thereby "splitting” the savings between the buyer and the seller.
Although the price at which electricity is sold at wholesale is
subject to the jurisdiction of the Federal Energy Regulatory
Commission ("FERC"), the cost of purchased power impacts directly
on retail rates and therefore is of concern to this -Commission.

Under conditions approaching an equilibrium where
electric utilities each buy and sell roughly equivalent amounts
of energy annually, the split-savings method of pricing economy
sales seems to result in an equitable distribution of the bene-
fits of shared generation. One utility is not significantly
better or worse off than another. However, when one or two
utilities are forced to buy massive amounts of power from other
utilities with large amounts of available generation, such as
during the coal strike of 1977-78, an inequitable imbalance occurs.
The cost of purchases of power during that emergency by utilities
in Western Pennsylvania imposed a considerable burden on those

utilities, while the utilities in Eastern Pennsylvania received
‘unexpected revenues.

The loss of generation at Three Mile Island has created
a similar imbalance. Metropolitan Edison Company and Pennsylvania
Electric Company will incur higher purchased power costs, while the
selling companies will generate unexpected revenues.

The Commission is of the opinion that the split savings
pricing of interchange sales during emergency conditions is not in
the public interest. We will direct Met Ed and Penelec to peti-
tion FERC and to negotiate with the other members of the PJM power
pool to eliminate split savings during emergency conditions and to
price such power at cost. Cf., Order adopted June 7, 1979 at
Docket No. P-79060181 (Petition of Pennsylvania Power & Light Com-
pany for Declaratory Order).

As an incentive to pursue this elimination of split
savings during emergencies, the Commission will consider the
efforts of Respondents in this respect in determining whether to
allow the amortization of such cnergy costs deferved during the
18 month period in which their cnergy clauses are levelized.
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Appendix A - p, 2

7. That Metropolitan Edis °n Companv and Penn-
sylvania Electric Company shall undertuke in good faith to
petition the Federal Energy Regulatory Commission<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>