- GPU Service Corporation
Harwppany New Jersey 07054
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TELEX 136 48,

October 19, 197¢

Mr.: Richard H. Vollmer

Director, Three Mile Island-2 Support
Office of Nuclear Reactor Regulation
U. §. Nuclear Regulatory (>mrission
7920 Norfolk Avenue

Bethesda, Maryland 20014

Re: NRC Docket No. 50-289
TMI-1 Restart Proceedina

Dear Mr. Vollmer:

In response to the requests for financial information
enclosed with your letter dated September 21, 1979 to R. C.
Arnold, enclosed are 8 copies of the following:

1. Reésponse to Financial Information Request No. 4-(b) (ex~-
pected source of funds to cover TMI-1 costs).

2. Response to Financial Information Request No. 7 (copies
of PAPUC and NJBPU orders relative to provision for cost
of decommissioning T™I-1).

3. Response to Financia! Information Request No. 10-(c)
(summary of recent relief actions and effect on revenues).

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

Sncegly,g o

F. D. Hafer
Vice President,
Rate Case Management

FDH:pan 1127 144
Enclosures

cc: J. C. Petersen - no enclosures; to be distributed by NRC
H. Silver - no enclosures; to be distributed by NRC e’\t

>d.
7910230<’5,

GPU Service Corporat.on s a subsichary of General Pyt
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Person Responsible for Preparation:
F. b. Hafer, Vice President=-

Rate Case Management

GPU Service Corp.

Telephone: (2Ul) 263=4900 X 601
Date: Occober 1Y, 1979
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GENERAL PUBLIC UTILITIES CORPOKATION
Metropolitan Edison Company, Pennsylvania Elz2ctric Company
and Jersey Central Power & Light Company
NRC Docket No. 50=-289
Three Mile Island Unit No. 1| Restart Proceeding

Response to NRC Staff's Financial Information Request No. 4-{b), Dated 9/21/79:

“"Indicate the expected source(s) of funds to cover costs in
4.a., above. Indicate the unit price per Kwh experienced by
each licensee and by GPU on system-wide sales of electric
power to all customers for the most recent lZ-month period.
Indicate the portion of this unit price attributable to pur=-
chased power.”

Response :

T™he costs of owning and operating TMI-l are currently being provided for
by the rate payers of GPU's operating subsidiaries, Met-Ed, Penelec and Jersey
Central, in that the capital and operating costs of TMI-l were recognized in
the retail and resale rates of the three companies shortly after the unit began
commercial operation in September, 1974.

On Sentember 21, 1979, the Pennsylvania Public Utility Commission, on the
expectation that ™I-] will not return to service on or before January I, 1980,
entered an order to "show cause” why TMI-l costs should not be eliminated from
Met-Ed's and Penelec's retail rates. A similar order has not been issued by
the New Jersey Board otf Public Utilities, which has jurisdiction over Jersey
Central's retail rates.

Assuming Met-Ed and Penelec demonstrate to the Pennsylvania Commission
that continued inclusion of TMI-l costs in their rates is justified (Met-Ed's
and Penelec's response to the PaPUC's show cause order has been included in
response to Financial Request No. 10-(c)), it is expected that the TMI-l costs
projected in response Lo Request 4-(a) will be recognized in future rate pro-
ceedings of the three companies.

The average revenue per Kwh of sales received by GPU's operating sub-
sidiaries for the 12 months ended September 30, 1979, the most recent period
for which data is available, is shown on page 4, and is summarized below:
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GPU SYSTEM
Revenue per Kwh of Electric Sales By Regulatory Jurisdiction
12 Months Ended September 30, 1979

Sales Revenue
% of Per Kwh
Gwh Total (Mills/Kwh)
Pennsylvania Retail Sales 18 034 56.22 41.1
New Jersey Retail Sales 12 474 38.8 49.3
New York Retail Sales 73 0.2 33.2
Sales for Resale 1 532 4.8 31.3
Total Sales 32 113 100.01 “.0

With respect to the portion of the companies' average revenue per Kwh
attributable to purchased power, Met-Ed, Penelec and Jersey Central have energy
cost adjustment clauses in effect that, in conjunction with the energy cost
component of base rates, recover essentially all of the fuel cost of internal
generation and the energy-related cost of purchased power (see the response
to Financial Request No. 10-(b) for a detailed desciption of the clauses).
Changes in the cost of purchased power are therefore directly reflected in
corresponding changes in rates and revenues.

For the 12 months ended September 30, 1979, the purchased power and total
energy coste used in determining the subsidiaries' energy cost ad justment charges
applicable to retail sales were as follows:

GPU AND SUBSIDIARY COMPANIES
Energy Costs Used in Determining Energy Clause
Adjustment Charges Applicable to Retail Sales
12 Months Ended September 30, 1979

Total System Cost of

Total Energy Costs(1l) Purchased Power(2)

System Mills per Mills per

Sales Kwh of Kwh of

(Gwh) $§ Millions Sales $ Millions _ Sales
Met-Ed 8 126 $134 16.5 $ 61 7.5
Penelec 11 225 139 12.4 (22) (2.0)
Jersey Central 12 762 264 20.7 170 13.5

GPU 32 113 $537 16.7 $209 6.5

(1) Fuel cost of internal generation plus cost of energy purchased exclusive
of demand (capacity) charges. (On a GPU basis, about 952 of total costs
are applicable to retail sales.)

(2) See page 5. ! 'l/ ] A’é



Page 3 of 6

However, as a result of billing lag inherent in Met-Ed's and Penelec's
retail clauses in effect prior to July 1, 1979, which were based on 6-month
average historical costs, and the temporary levelizing of such clauses effective
July 1 as ordered by the PaPUC in Docket No. I-79040308 in response to the T™MI-2
accident, not all of Met-Ed's and Penelec's retail energy costs were recovered
(billed to customers) in the 12 months ended September 30, 1979. The amount not
recovered has been deferred for future recovery, subject to Commission review,
as summarized on page 6.

Similarly, due to the time required to obtain Commission approval for in-
creases in Jersey Central's levelized energy cost adjustment charge (which has
been levelized over 6-month periods since Septemher, 1977) to reflect the effect
of the TMI-2 accident on Jersey Central's energy costs and other cost increases,
not all of Jersey Central's i1etail energy costs experienced in the 12 months
ended September 30, 1979 were recovered in that period. The amount not re-
covered has correspondingly been deferred for future recovery in accordance
with the provisions of Jersey Central's clause. Jersey Central's unrecovered
balance as of September 30, 1979 is also noted on page 6.



GPU AND SUBSIDIARY COMPANIES
Revenue From Electric Sales, 12 Months Ended September 30, 1979

= MET-ED r o~ PENELEC e JERSEY %
Reven Keven Sales
TRY lal:o ue nergy : :. ue TRy :.

Recelved Recetved Recelved

Gwh  Total § Willlons mills/kwh _Gwh  Total § Willions wille/kwh Guwh  Total § Willions wille/Ewh GCwh  Total

lvants Retail Sales(!) 7 647  94.1% $307 40.1 10 387 92.5% $440 42.3 - - - - 1803 5e6.2%

w Jersey Retail Sales(2) - - - - - - - - 12 474 97.72 8615 49.3 12 474 8.8
v York Retatl Sales(3) - - - - 0.7 2 33.2 - - - n o2
les for Resale(®) 419 _ 5.9 14 29.8  __ 765 _ 6.8 24 3. 88 2.3 10 3.2 1532 _ A8
Total Sales 8 126 100,02 $321 39.5 11 225 100.0% 3466 4.5 12 762 100.02 $625 49.0 32 113} 100.02

JRates regulated by Penssylvania “ublic Utility Commiss’on ("Pa PUC*).
Jiates regulated by New Jersey B 'rd of Public Utilities ("NJ BPUT).
Jhates regulated by New York Pu 't Service Comamisston ("NY PSCT).
Jistee regulated by Federal Ens 3y Regulatory Comatssion (“FERC™).

'R
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GPU AND SUBSIDIARY COMPANIES
Amounts Paid For Purchased Power, 12 Months Ended September 30, 1979

Energy Demand-Related Total
Purchased Energy-Related Costs (Excl. Cost of
or (Sold) Costs (Incl. in From Purchased
(Cwh) (1) Retail Clause) (2) Retail Clause) Power (3) Mills/Kwh
MET-ED
Energy Purchased 2 634 $ 79.9 $ 2.3 $ 82.2 31.2
Energy (Sold) (733) (18.7) (1.8) (20.5) 28.0
Net Energy Purchased 1 901 $ 61.2 $§ 61.7
Net System Requirements (NSR) 8 784
Net Encrgy Purchased as Z of NSR 21.6%
PENELEC
Energy Purchased 936 $§ 28.6 $ 30.5
Energy (Sold) (2 379) (50.6) (55.6)
Net Energy Purchased (1 443) $(22.0) $ (25.1)
Net System Requirements (NSR) 12 176
Net Energy Purchased as % of NSR (11.9)%
JERSEY CENTRAL
Energy Pur-hased 6 253 $178.9 $ 187.1
Energy (Soid) (132) (8.6) (8.9)
Net Energy Purchased 6 121 $170.3 $ 178.2
Net System Requirements (NSR) 13 917
Net Energy Purchased as X of NSR 44.0%
GPU
Energy Purchased 9 823 $287.4 $ 299.8 30.5
Energy (Sold) (3 244) (77.9) (85.0) 26.2
g Net Energy Purchased 6 579 $209.5 $ 214.8
Net System Requirements (NSR) 34 877
Net Energy Purchased as % of NSR 18.9%

A

/

(3) As recorded in FERT Account 555-Purchased Power Expense.

/(1) From all sources (economy interchange from GPU and PJM, TMI-accident-related short-term power purchases).
(2) Includes demand component of cost of TMI-accident-related short-term power purchases.

9 3o ¢ 28eg



GPU AND SUBSIDIARY COMPANIES

Deferred Energy Costs as of September 30, 1979
Zs lullionos

GPU
MET-ED PENELEC JERSEY CENTRAL Amount % of Total
Energy costs deferred for recovery
by energy cost adjustment
clauses currently in effect:
Pennsylvania retail sales $42.4 $ 3.0 § - § 45.4 29.9%
New Jersey retail sales - - 28.5 28.5 18.7
Other retall sales - 0.3 - 0.3 0.2
Sales for resale - - - - -
Total $42.4 § 3.3 $28.5 § 74.2 48,62
Unamortized balance of deferred
energy costa recoverable by
base rates:
Pennsylvania retail sales $14.4 $10.8 y - $ 25.2 16.6%
New Jersey retail sales - - 52.6 52.6 34.6
Other retall sales - - - - -
Sales for resale - - - - -
Total s1ed . $10.8 $52.6 $77.8 .22
Total deferred energy coste as d
of 9/30/79:
Pennsylvania retail sales $56.8 $13.8 y6 - $ 70.6 46,52
New Jersey retall sales - - . 8l.1 8l.1 3.3
Other retail sales - 0.3 - 0.3 0.2
Sales for resale - - - - -
Total $56.8 §l4.1 $8l.1 §152.0 00.0%

9 jo g afey



Person Responsible for Preparation:

F. D. Hafer, Vice President-
Rate Case Manajement

GPU Service Corp.

Telephone: (201) 263-4900 X 601

Date: October 19, 1979
Page 1 of 2

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

Response to NRC Staff's Financial Information Request No. 7, Dated
9/21/79:

"provide copies of any orders and directives issued by the
Pennsylvania Public Utility Commission (PPUC) and the New
Jersey Board of Public Utilities (NJBPU) that relate to
funding of costs in items 5 and 6 above."

Response:

In response to this request, enclosed are copies of excerpts
from PAPUC and NJBPU orders relative to making provision for the
eventual cost of decommissioning T™I-1, as follows:

Met-Ed

Attachment A - Excerpt from PAPUC's rate order entered 3/29/79

(1 page) in R.I.D. 626 relative to decommissioning pro-
vision for T™MI-1 and TMI-2 (S$137,000 annual

decommissioning orovision allowed was for both

units - $68,000 for TMI-1 and $69,000 for- TMI-2.

The TMI-2 amount was subsequently disallowed in
PAPUC Docket No. I-79040308 by order entered

6/19/79) .
Attachment B - Excerpt from PAPUC's rate order entered 9/18/78
(4 pages) in R.I.D. 434 relative to decommissioning pxo™
vision for TMI-1 (allowed annual provision oI
$132,000).

Attachment C - Tri t Agreement dated 9/26/79 between Met-Ed
(12 pages) and York Bank and Trust Company establishing a

decommissioning trust fund for ™I-1 as required

by the orders referred to ahove.
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Penelec

Attachment D
(3 pages)

Attachment E
(4 pages)

Attachment F
(12 pages)

Jersey Central

Attachment G
(3 pages)
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Excerpt from PAPUC's rate order entered 1 /26/79
in R.I.D. 599 relative to decommissioning pro-
vision for TMI-1 and TMI-2 ($111,000 annual
decommissioning provision allowed was for both
units - $65,000 for TMI-1l and $46,000 for TMI-2.
The TMI-2 amount was subsequently disallowed in
PAPUC Docket No. I-79040308 by order entered
6/19/79) .

Excerpt from PAPUC's rate order entered 6/22/78
in R.I.D. 392 relative to decommissioning pro-
vision for TMI-1l (allowed annual provision of
$74,000).

Trust Agreement dated 9/26/79 between Penelec
and Pennsylvania Bank and Trust Company estab-
lishing a decommissioning trust fund for TMI-2
as required by the orders referred to above.

Excerpt from NJBPU's rate order (Appendix A)
dated 9/1/77 in Docket No. 7610-1021 (Phase 1)
relative to decommissioning provision for TMI-1
and Oyster Creek ($1,275,000 annual decommission-
ing prevision allowed was for Loth units -
$244,000 for TMI-1l and $1,031,000 for Oyster
Creek) .

In accordance with these orders, the GPU companies have accumu-

lated the following
30, 1979:

TMI-1 decommissioning provision as of September

GPU System

Accumulated Provision For Decommissioning TMI-1

As Of September 30, 1979

(S000"'s)

Current Accumulated

Annual Balance

Provision As Of 9/30/79
Met-Ed (50% of unit) $ 68 $ 1548;
Penelec (25% of unit) 65 124(2)
Jersey Central (25% of unit) 244 508
Total $ 377 $ 786

(1) Held by independent trustee.
(2) Recorded on Jersey Central's books, exclusive of related accumu-
lated deferred income taxes of ($235,000).

Moy 152
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P ATTACHMEN" A

future contribution for this project is too speculative at this time.
Consequently, respondent's research and development expense is redu:ed
by a total of $418,000.

The remaining adjustments proposed by the OCA are rejected.

Uranium Exploration Costs

Inasmuch as a Motion to Strike the testimony of Mr. Zodiaco
regarding uranium exploration zosts of responcent was granted by the
Administrative Law Judge, respondent's claim for these costs in the
amount of $243,000 is denied.

Annual Depreciation

Based upon our decision regarding depreciation lives for ™I-1
and TMI-2, respondent's annual depreciation expense claim is reduced by

$1,411,000.

Decommissioning Expenses

Consistent with the decision in the Penelec case, R.I.D. 599
and our prior decision regarding respondent at R.I.D. 434, the respondent's
claim is reduced by $i,162,000 to an authorized amount of $137,000. These
monies will be treated as trust funds in accordance with our prior direction

in R.1.D. 434.

Rate Case Fxpenses

Respondent claims rate case expenses in the amount of $586,000,
which it proposes to amortize over a five year period. This amortization
results in a ch#tge to its pro forma income statement in the amount
of $117,000. Of this claim, $314,000 represents unamortized expenses
from two previous rate cases and $272,000 in estimated expenses for the

instant proceeding.




ATTACHMENT B

Judges Banzhoff and Cohen disallowed respondent’'s 51,730,000
claim. Their report found the claim unsupported in as much as the
Commission, at that tizme, had not issued a fipnal order and respondent
has aot yet committed itself to these expenditures.

Respondent excepts to the wording of the recommended
decision. The company fee’ it saould be allowed the $1,730,000 for
the implementation of 76=Fi .J-10 if it 1s so ordered by the Coumission
prior to a final order in this proceeding.

Since the issuance of the Jugdges' initial decision, the
Commission on April 12, 1978 has approved Consumer Standards and
Billing Practices Rules (76-PRMD-10) ia a differeat form tham that
envisioned by the cozpany ia the origizal filiag in that monthly meter
reading has not been nandated. We disallow, therefore, $590,000 of
respondent's claized operating expeases which represents the cost of
monthly meter reading.

Three Mile Island Unit No. 2

Metropolitan Edison claimed cperation and maintenance expenses
related to the inclusicn of Three Mile Island Unit No. 2 (TMI-2) iz its
test year ended Marca 31, 1977. Respondent considers its claim o oe
conservative as it reflects TMI-2 at a oature level of cperatiocas,
meaning a level subsequent t. the first few years of operaticas. The
first few years of a plant's operatioa normally contaia extraordinary
operation and maintenance problems.

Adjustments of $3,568,000 to operation and maintenance expeanse,
$1,295,000 for payreil amd £2,273,000 for other operation and maintenance,
have been made to cover the operatizg costs of TMI-2. Ia view of our
decision to exclude TMI-2 from cocsideratica in this rate proceeding,
we will disallow these claims.

Provision for Deccmmissicning of Nuclear Plant

The company claimed amnual decommissioning provisioas of
$620,000 for TMI-1l and $290,000 for TMI-2, or a total annual provisioa
of $910,000. To ar:zive at tlese clainms respondent divided the ceost
of cecommissiomning for each unit by the estimated remaining life for
each times its perceatage share (i.e., $37.2 million divided by 20 vears
for TMI-1 times 30% and $35.9 millicn divided by 31 years for TMI-2
times 25%). The estimated remaining lives correspond to the expiration
date of the respective operating licenses being 2008 for TMI-1 aad
2009 for TMI-2. Respondeat's claiz is based on the concept ilat rate
payers who reccive tre energy generited Dy the auclear units at Three
Mile Island should bear the costs of decommissioning.

Witness of respondent presented the tecinical background to
the decommissioning of a nuclear plamt. Basi.uily, the guidelines have
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been set down by the Nuclear Regulatoery Commission. There are four
possible alternative methods of deccamissioning suclear facilities,
each requiring a propesal, review, and approval before authorizatiom
can be granted by the NRC. Respondeat's witness concluded the in-place
entombment method with the cost estimate claizmed in this proceecing
iavolved the lowest cost of any method expected to be available 1in
2008 and 2009. Respcncdent believes these cost estimates are conser=
vative, for 1977 dollars will buy substantially less in the years
2008 - 2009 due to escalating costs ia the interim. Also, more
stringent requiremeats by anuclear regulatory ageacies involving
greater costs can be expected.

Respondent proposes to invest apy funds allowed for decom-
missioning in tax-exempt securities uacer e control of an independent
trustee. These funds would be used exclusively for the purpose
intended. Any earnings realized from tiis reserve would be used to
offset the escalaticn of decommissioning CoOsts.

Consumer Advocate opposes a decommissioning costs allowance.
Its position is based on tie Commission orcer 1in the last Met-zd case
st R.I.D. No. 170-171, Metrovolitan Edison Cozpanv, 50 Pa. P.U.C. 82
(1976). The Commission rejected a 5Si3i.ar preposal in tiat proceeding.
In the instant proceediang the Consumer Advocate recognizes a differeance
in the claim iz that responcent now propeses to ianvest the annual
allowances in tax-exerpt securities under the comtrol of an independent
trustee.

Consumer Advocate believes that in the prior proceeding
mentioned above the Cemmission cited Pema Sheraton Hotel et al. v.
Pennsylvania Public Utilitw Commissiom, 13 73. Super. Ci. 013 (1%62)
precludes the estap.isiment oI a provision for decommissioning. it
bases its conclusioa on the argument that Pean Sheraton and this claim
both involve recogniticn of prospective negative salvage, acd both
proposed the same amortizatiom of the net cost of removal upon retire-
ment. Also, Consumer Advocate argues the estimated costs and remaining
lives used by respondent are highly speculative.

Staff, in its brief, also bases its opposition to respondent's
decommissioning expense claim on respondeant’'s last rate proceeding at
R.I.D. No. 170.

The Administrative Law Judges urge the Commission to reconsider
its earlier decision. Accordingly, they recommended that respondent be
allewed an annual expenses for the decommissioning of TMI-1 acd TMI-2
in the amount of 3201,000. This annual amount is simply an zmouat to be
invested each year ia a thirty year anpuaty at a 6 1/2% interest rate
compourded semi-anaually pecessary to produce the costs of decommis-
sioniag at the end of the annuity period.



We accept the priaciple that some allowance should be made for
decommissioning expenses. Previously, we approved a similar claim
of respondent's sister ccwpany at R.I.D. No. 332, Pennsylvania Electric
Company (Order Adopted Marca 1978). Agaia, we are Lotivited Dy our
concern for the future health and safety of the citizens c¢I the Common-
wealth. Our acticn ia this proceeding is an izitial step to protect
future citizens from beariang a significaant revenue burden associated
with decommissioning this plant, a plant from wihich they will receive no
service.

Both Commission Staff and Consumer Adveccate argue 1a briefs
8nc exceptions that Penn Sheraton Hotel et al. v. Pa. P.U.C. 198 Pa.
Super. 618 (1962) sets a prececeat wnicl precluces an allowaace for
decommissioning expenses. we agree with the Judges that this case
does not support those parties' position. The Penn Sheratom cise dis-
cussed the prospective negative salvage value of the removal of steam
distribution mains upon retirement. The Superior Court in its decision
defined prospective negative salvage as ''the estimated negative salvage
to be incurred if and woen the distribution maias are removed some time
in the future." (emphasis added.)

We feel it is necessary to begin to provide a financial
mechanism for the control of hazardous ruclear plant componeants. At
the same time we must assure that the costs of the cuclear techmology
enjoyed today is not burdened on future ratepayers. .lthough the total
costs of decommissioning a suclear power plant caanc: be precisely
determined our over riding comceran is for the bealtz and safety of the
citizens of this Commonwealth. ]

Met-Ed's claim for in-place esatcmbment of Three Mile Island
Unit No. 1 was an annual provision cdesigzned to accumulate its share
of $37.2 million, estizated TMI-1l decommissiocning costs ia 1377 dollars,
in a separate fuand by the year 2000. Consisteat with our Penelec
decision, we reduce the estimate of $37.2 million by $13.6 million, the
amount allocated to the dismantling of non-suclear structures. Neither
the turbine buildiags, ccoling towers, river water pump house, and
miscellaneous structures pcose a continuing threat to health and safety.
All of these components szould be considered the "prospective negative
salvage" referred to in the Penn Sheratcn case. Our allowance 1in
this matter then will only be sufficient to accumulate the $23.6 milliocn

viewed as necessary to contain the anuclear compouents upon decommissicning.

Finally, the calculation by Met-Ed for allowance of decommis-
sioning expenses is izmproper. This Commission should reject the assumptica
that inflation will centisue through the year 2008 and that the interest
earned upon respondent's acaual investoeat in tax-exempt securities
would offset that inflation. At this time we should make 2o provision
for inflation, but rather adjust the annual allowance from time to time
to account for any experienced inflation. f we would permit Met-Ed to
collect $132,000 annually and to invest in tax-exempt, state and/or
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sunicipal serucities with an annual yield to maturity of 6.5%, by 2008
it would have accumulated the established $23.6 million to be used for
the decommissioning of the nuclear componeats of TMI-Ll.

This $132,000 annuity should be treated in the following manner:

1. The annuity and its accumulated interest shall be placed
in an escrow fund, unavailable to Metropolitan Edison until the dis-
mantling of Three Mile Island No. 1 occurs. CQOge-twelfth of the amnuity
will be deposited 1a the fund at the eand of each calendar month.

2. Each fund investmeant by the escrow agent shall be in
those tax-exempt state, =unicipal, and/or Authority bonds having the
highest yield at the tize the investment occurs. (The interest on
such bonds is free of both state and federal income taxes, and thus
served to reduce the amount of the burdea on the ratepayers.)

3. A strict accounting shall be maintained for the fund,
so that its balance can be determined at any =cment in time. Thus,
4f at any time there is a change in the estizated life of TMI-1l, in
the decontaminatica and dismantling costs, ia the proposed method
of decommissicnizng, or in the average yield on the proposed bonds,
the difference between tie projected costs and the amount already
accumulated in the fund can be readily ascertained, and the ancual
snnuity requirement on the remainder can be readily computed.

4. It is expected that by following the procedure herein,
the difference between the total amount of the fund which will have
been accumulated and the actual costs incurred at decommissioning
will! be de minimis. However, if there is any excess whatever ia the
fund, Metropoiitan Zdison shall retura tie excess to the ratepayers
or use it for their direct bemefit in anv other manner that the Commis-
sion may order; and conversely, if the costs exceed the amount of the
fund, Metropeclitan Edison shall amortize tie excess as a charge over
a reasonable period as ordered by the Commission.

Using these provisions, not only will the interest on the
escrowed fund be free of state and federal inccme taxes, but the
annuity itself may be excluded from taxable income.

Decommissioning exvenses must be considered in this pro-
ceeding, and current ratepayers who are benefitting from the generation
of TMI-1 should be the ones who contribute toward the cost of the
eventual decommissioning of that facility. An aanuity of $132,000 is
sufficient to provide 323.6 million, the current estimate for the
proper coantainmeant (by the in-place entcmoment method) of the auclear
components of TMI-l. The accumulation of this decommissioning fund
shall be used only for the purposes of the aventual decommissioning
of that plant, and as such should not be deducted from rate base.

-2 - ‘1,"/ 11‘_'/



The original claim was for an annual decommissioning exvense
of $620,000. An annual provision of $132,000 represents a disallowance
of $488,000.

Out of Period Wage Adiustment

Respondent claimed an additiopal $1,310,000 to reflect the
full year's effect of an 8.07 perceat wage iacrease granted to hot-Ed's
weekly employees efiective May 1, 1977. Consumer Advocate argues
sgainst this claim in its brief, claiming that rescondeat has not
recognized any post test-yvear reveaues growti as an ofiset to the wage
increase. The Acdministrative Law Judges rejected the argument of
Consumer Advocate stating that the Commission has discretion to make
such adjustments. Pittsburza v, Peamnsvivamia P.U.C., 171 Pa. Super.
Ct. 187 (1952).

It is argued by Consumer Advocate that the Judges have
confused two separate arguments with regard to the out-of-period wage
adjustment. The Judges' recogaiticn of tle adjuszent proposed by the
Consumer Advocate reflects revenues as of Marca 31, 1977, the last
day of the test vear, but it does not accouat for revenue growth in
1978 and 1979. The Consumer Advocate feels the reveanue growta im 1978
and 1979 will more than absord this out-of-period wage adjustment.

The Administrative Law Judges recommencded adoption of this
adjustment. We agree with that result. A wage iacrease effective
May 1, 1977, only one monta after the end of the year should be reflected
in the rate allowance set here. Use of reveanue growth in 1378 and
1979 by Consumer Advocate as an offset, is not reasonable.

Uncollectible Accounts Expense "

Staff in its brief urges that an adjustment to uncollectible
expense be made. Position of Staff is ceatered around a comparison
of reported test vear uncollectibles and the historically experienced
costs. Respondent's reported test vear uncollectible expenses of
$620,000 includes $168,000 due to the termization of business of
National Portland Cement, a major industrial custcmer of respondeat.
The 1976 budget for uncollectibles (exclusive of the $768,0C0) would
be in the area of $550,000, or rougnly aize perceat greater than the
1975 actual. Application of the same nine perceat to the 1976 actual
of $507,000 would produce an allowabie uncollectible accounts expense
of §560,000 or 560,000 less than respondects claimed test year expenses
of $620,000. The Administrative Law Judges concurred ian Staff's
position aad Met-Ed does zot except. We will therefore reduce the
Company's adjusted expenses by $60,000.



ATTACHMENT C

INDENTURE, dated as of the 2{ r~ day of Septenmver,
1979, between METROPOLITAN EDISON COMPANY, & corporation
duly organized and existing under the laws of the Commonwealth
of Pennsylv;nia, having its registered office at 2800 Pottsville
Pike, Muhlenberg Township, Berks County, Pennsylvania 19640
(the "Company"), party of the first part, and York Bank and
Trust Company, a corporation duly organized and existing
under the laws of the Commonwealth of Pennsylvania (the
"Trustee"), having its registered office at Market and Beaver
Streets, York, Pennsylvania 17405, party of the second part.

WHEREAS, the Company owns a 50% undivided interest
(as tenant in common with the owners of the other undivided
interests) in Unit No. 1 of the Three Mile Island nuclear
generation station ("TMI-1") which is located in Londonderry
Township, Dauphin County, Pennsylvaniaj; and

WHEREAS, the Company, pursuant to the Order of the
Pennsylvania Public Utility Commission (the "P.U.C.")
entered September 18, 1978 at R.I.D. 434 et al. and March 29,
1979 at R.I.D. 626 et al., desires to establish a trust to
make provision for the payment of all, or as great a portion
as possible, of the Company's 50% share of the expense of
decommissioning TMI-1 subsequént to the retirement thereof;
and

WHEREAS, all conditions and requirements necessary

to make this Indenture a valid and binding legal instrument,




in accordance with its terms and for the purposes herein

expressed, have been performed and fulfilled and the execution
and delivery hereof have been duly authorized:

NOW, THEREFORE, THIS INDENTURE WITNESSETH:
That in consideration of the covenants herein contained, the
Company hereby covenants and agrees with the Trusice, as
follows:

Article I.

Nature and Duration of the Trust

Section 1.01. The within trust is hereby established
pursuant to the aforesaid Orders in order to make assured
provision for the payment of all, or as great a portion as
possible, of the Company's 50% share cf the expense associated
with the decommissioning of TMI-1 following the retirement
of such unit, i.e., following the cessation of usefulness of
such unit for the public service. Included among the scope
of work of such decommissioning are the dismantlement in
whole or in part of the said unit and the disposal of the
component parts thereof in a manner not inimical to the
common defense and security or to the health and safety of
the public, in accordance with the statutory and regulatory
requircmenfs then applicable to such decommissioning.

Section 1.02. The term of the within trust shall
extend until all of the funds contributed to the trust and
all earnings thercon accumulated by the trust shall have
Seen paid out in accordance with the provisions of Article

III hereof. Upon such payment by the Trustee of the last of
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the funds in the trust in accordance with the provicions of
Article III hereof, the trust hereunder shall thereupon

terminate. It is understood, however, that depending upon
the adequacy of the level of funding of the within trust and
the method or methods of decommissioning of TMI-1 authorized
by the cognizant regulatory agency or agencies and utilized
by the Company following the retirement of the unit, the

trust may extend for an indefinite period thereafter in

order to provide for continuing decommissioning costs of TMI-1.

Article Ii.

Payments into the Trust; Trust Purroses

Section 2.01. The Company shall make monthly
payments into the trust in the amounts specified in the
aforesaid P.U.C. orders and in any further orders hereafter
entered by the P.U.C. or any other governmental agency
having jurisdiction in the premises and in any amendments or
revisions of said orders.

Section 2.02. It is the express purpose and
intent of the within trust and of the several governmental
agency orders relating thereto that the payments made and to
be made into the trust and all earnings accumulated and to
be accumuléted thereon shall be utilized exclusively for the
payment of (a) the costs incurred by the Company for the
decommissioning of TMI-1 following the retirement thereof
and (b) possible customer refunds, in such manner as the PUC
and any other governmental agency having jurisdictien in the

premises may direct, of any funds not required to pay, or
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make provision for the payment of, either immediate or
foreseeable long-term post-retirement decommissioning costs
of TMI-".; and that, except as hereinafter provided under
Article III hereof, none of such funds shall be subject to
any power of the Company, its successors and assigns, to
acquire, assign, transfer, pledge, hypothecate or dispose of
the said funds in any manner, nor be subject to attachment,
garnishment, execution or otherwise for the benefit of
creditors of the Company.

Article III.

Payments by the Trustee

Section 3.01. No funds shall be paid out of the
trust except upon the presentation by the Company to the
Trustee of a certificate of the Company, signed by its
President or one of its Vice Presidents and its Treasurer or
an Assistant Treasurer, requesting such payment.

Section 3.02. Any certificate with respect to

reimbursement of the Company for decommissioning costs

theretofore incurred or expended shall include the following:

(a) A statement that TMI-1 has been retired and
is in the process of being decommissioned;

(S) A brief identificatior of the work performed,
services rendered and materials and labor expended by
the Company in connection with the decommissioning of
such unit which gave rise to the costs for which re-

imbursement is requested;
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(c) A statement that such costs have not there-
tofore been the subject of reimbursement of the Company
out of funds of ‘“he trust; and

(d) A statement that all necessary authorizations
of the P.U.C. and any other governmental agencies
having jurisdiction with respect to the decommissioning
of such unit and the requested payment from the trust

have been cotained.

Each certificate of the Company requesting payment,
as aforesaid, out of the trust for decommissioning costs
theretofore incurred or expended by the Company shall e
accompanied by a certificate of a registered professicnal
engineer, an appraiser or other expert, who may be an officer
or employee of the Company or of an affiliate of the Company,
as to the fair value of the work performed, services rendered
and materials and labor expended which are the subject of
the request for reimbursement out of the trust.

Section 3.03. Any certificate with respect to
reimbursement of the Company for refunds theretofore made by
it to customers of funds previously collected from customers
and paid into the within trust shall include the following:

i (a) a statement of the circumstances which gave
rise to the payment of such refund;

(b) a statement of the amount of refunds so paid;

(c) a statement that such refunds have not there-

tofore been the subject of reimbursement of the Company

out of the funds of the trust; and
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(d) a statement that all necessary authorizations
of the P.U.C. and any other governmental agencies
having jurisdiction with respect to the requested
payment from the trust have been obtained.

Section 3.04. Each certificate of the Company
requesting payment, as aforesaid, out of the trust shall be
accompanied by an opinion of counsel stating that the request
for such payment to the Company has been duly authorized by
the Company and that all necessary authorizations, approvals
or consents of the P.U.C. and any other governmental agencies
having jurisdiction with respect to such requested payment
have been obtained.

Article 1IV.

Concerning the Trustee

Section 4.01. The Trustee hereby accepts the
trust created hereunder. The Trustee agrees that it shall
use the same degree of care and skill in the execution by it
of the rights and powers vested in it by this Indenture as
persons of prudence, discretion and intelligence would
exercise under the circumstances in the conduct of their own
affairs.

éection 4.02. The Trustee shall hold, invest and
reinvest the funds delivered to it hereunder and shall

accumulate, invest and reinvest the trust income hereunder.
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Section 4.05. The Trustee shall keep true and
correct books of account with respect to the trust funds and
investments, which books of account shall at all reasonable
times be open to the inspection of the Company, or its duly
appointed representatives, and the P.U.C. or other govern-
mental agency having jurisdiction in the premises. On or
before the first day of February of each year, commencing on
February 1, 1980, the Trustee shall furnish to the Company a
detailed statement showing, with respect to the preceding
calendar year, the balance of assets on hand at the beginning
‘of such year, all receipts and investment transactions which
took place during such year, all disbursements, if any, made
during such year in accordance with Article III hereof and
the balance of assets on hand at the end of such year.

Section 4.06. The Trustee, upon receipt of documents
furnished to it by the Company pursuant to the prcvisions of
the Indenture, shall examine the same to determine whether
they conform to the requirements hereof. The Trustee act’ng
in good faith may conclusively rely, as to the truth of
statements and the correctness of opinions expressed therein,
upon certificates or opinions conforming to the requirements
of this Indenture. In the event that the Trustee in the
administration éf +»2 trust hereunder, shall deem it necessary
or desirable tha . matter be proved or established prior to
taking or suffering any action hereunder, such matter

(unless evidence in respect thereof is otherwise specifically
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prescribed hereunder) may be deemed by the Trustee to be
conclusively proved or established by a certificate signed
by the President or a Vice President and the Treasurer or an
Assistant Treasurer or the Comptroller or an Assistant
Comptroller of the Company and delivered to the Trustee.
Section 4.07. The Trustee may resign at any time
upon thirty (30) days' prior written notification to the
Company. The Company may remove the Trustee at any time
upon thirty (30) days' prior written notification to the
Trustee. In the event that the T-ustee shall be adjudged
bankrupt or insclvent, a vacancy shall thercupon be deemed
to exist in the office of Trustee and a successor shall
thereupon he appointed by the Company. sy successor Trustee
appointed he 'eunder shall execute, acknowledge and deliver
to the Company an appropriate written instrument accepiing
such appointment hereunder, subject t> all the terms and
conditions hereof, and thereupon ‘uch successor Trustee
shall become fully vested with all the rights, powers,
trusts, duties and obligations of its predecessor in trust
Sereunder, with like effect as if originally named as Trustee
hereunder. The predecessor Trustee shall upon written
request of the Company deliver to the successor Trustee all
such instruments and perform such other acts as may be
required or be desirable to vest and confirm in said successor
Trustee all right, title and interest in the res of the

trust to which it succeeds.
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Section 4.08 Any corporation into which the
Trustee —ay be merged or with which it may be consolidated,
or any corporation result.ag from any merger or consolidation
to which the Trustee shall be a party, or any corporation to
which the corporate trust functions of the Trustee may be
transferred, shall be the successor Trustee under this
Indenture, ~ithout the necessity of executing or filing any
additional acceptance of this trust or the performance of
any further act on the part of any other parties hereto;
provided, however, tnat the Trustee hereunder shall at all
times be a bank or trust company having its registered
office and principal place of business in the Commonwealth
of Pennsylvania and which is authorized under the laws of
said Commonwealth to exercite corporate trust powers subject
to supervision cr examination by Federal or Commonwealth
authcrities.

Article V.

Amendments

This Indenture may be amended from time to time by
the Company in such manner as shall not be inconsistent with
any orders or regulations of the P.U.C. or other governmental
agenciec héving jurisdiction in the premices; provided,
however, that no amendment shall be made which would allow
any portion of the trust assets to be turned over to the

Company, its successors or assigns, except to reimburce the
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Company, as aforesaid, for funds theretofore expended by it
either for decommissioning purposes or as refunds of un-
needed funds to its customers, in each case in accordance
with all applicable statutory and regulatory requirements.

Article VI.

Miscellaneocus

Section 6.01. All covenants and agreements in
this Indenture shall be binding upon and inure to the benefit
of the respective parties hereto, their successors and
assigns. In the event that the Company shall transfer any or
all of its int.:rest in TMI-1, such transferee or transferees
of such interest shall succeed to the Company's rights and
obligations hereunder with respect to the interest trans-
ferred upon their execution of an instrument satisfactory in
form and substance to the Trustee making them a party to
this agreement.

Section 6.02. Written notices hereunder shall be
deemed to have been given to a party hereto if delivered or
mailed to such party at the registered office of such party.

Section 6.03. This Indenture has been concluded
within, and shall be construed in accordance with the laws
of, the Comﬁonwealth of Pennsylvania. ‘

Section 6.04. This Indenture =hall be simul-
taneously executed in several counter.i: ., and all such

counterparts executed and deliver =, 1, as an original,
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shall constitute but one and the same instrument.

I» WITNESS WHEREOF, Metropolitan Edison Company,
the party of the first part, has caused this Indenture to be
signed in its corporate name by its President or one of its
Vice Presidents, and its corporate seal to be affixed here-
unto, and the same to be attested by its Secretary or an
Assistant Secretary; and York Bank and Trust Company, party
of the second part, has caused this Indenture to be signed
in its corporate name by its President or one of its Vice
Presidénts, and its corporate seal to be affixed hereunto,
and the same to be attested by its Secretary or one of its
Assistant Secretaries.

Executed and delivered in the Township of Muhlenberg,
Berks County, Pennsylvania, as of the day and year first
above written.

METROPOLITAN EDISON COMPANY

By
Vicza President

Attest: —
= )
/’/:W24xx<*~’
Secretary
YORK BANK AND TRUST COMPANY
e e <‘§{ |
By%ﬁ’ Cg’ﬁ >\“;x. S
o, y ' resident — <t
Attest: ».\. \Q-

& ﬁA[?.»/&'t‘«fc-. .
stant Sccretary =




ATTACHMENT D
-28-

Decommissioning Expenses

Respondent has claimed annual expense allowances of $330,000
and $308,000 for the decommissioning of TI-1 and TMI-2, respectively.
The company has chosen the entombment method of decommissioning, and
its claim for the Three Mile Island nuclear units duplicates the method
employed in its last proceeding. The decision in that case granted
respondent an annual allowance of $74,000 for TMI-1l. The Administrative
Law Judge approved respondent's claim. Consumer Advocate excepts
citing the Commission policy on decommissioning described in Pa. P.U.C.

v. Pennsvlvania Electric Company (Order entered February 24, 1978 at

‘.I.D. 392) B

We grant the exceptioﬁ of Consumer Advocate. In our decision
we reviewed the particulars of our deduction for the cost of dismantling
non-nuclear structures. The total estimated decczmissicning costs
in this proceeding are $39.6 million for TMI-1l and $38.2 million for
TMI-2, in 1978 dollars. Continuing with our policy set in the last
Penelec case, Qe reduce the total estimated costs by the estivates of
the cost of dismantling non-nuclear structures (Exh. E-3 and E-4, p. 2).
The reduced in-place entombment claim is $25.1 million for TMI-1 and
$23.7 million for TMI-Z.

An annuity was then developed. This annuity will provide
for the investment in tax exempt state and/or municipal securities.

The total of this annuity and the interest accumulated thereupon (at
a 6.5% interest rate) will amount to the reduced in-place entombment

costs at the time of TMI's eventual decommissioning assuming a 35
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year nuclear unit life. The annuity will amount to $111.000.l/

This $111,000 annuity should be treated in the following
manner:

1. The annuiiy and its accumulated interest shall ve placed
4n an escrow fund, unavailable to Penelec until the dismantling of
Three Mile Island. One-twelfth of the annuity will be deposited in
the fund at the end of each calendar month.

2. Each fund investment by the escrow agent shall be in
tax exempt state and/or municipal securities having the highest yield
at the time the investment occurs. (The interest on such bonds is free
of both state and federal income taxes, and thus serves to reduce the
amount of the burden on the ratepayers).

3. A strict accounting shall be maintained for the fund,
so that its balance can be determined at any mozent in tima. Thus, if
at any time there is a change in the estimated life of TMI-1, or TMI-2
in the decontamination and dismantling costs, in the proposed method
of decommissioning, or in the average yield on the securities, the
difference between the projected costs and the aczount already accumulated
in the fund can be readily ascertained, and the annual annuity requirement

on the remainder can be readily computed.

!._, A=Pr x 2
+r - 1
where P; = 25% (25.1) = $6.275 million
P = 25% (23.7) = $5.925 million
r = 3.25% per half-year
ny = 62 half years
ny = 70 half years
therefore: A; = § 65,113
Ay = § 45,946

A = $111,039
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4. It is expected that by following the procedure herein,
the difference between the total amount of the fund which will have been
accumulated and the actual costs incurred at decommission will be de
minimis. However, if there is any excess whatever in the fund, Penelec
shall return the excess to the ratepayers or use it for their direct
benefit in any other manner that the Commission may order; and conversely,
4f the costs exceed the amount of tie fund, P:nelec shall amortize the
excess as a charge over a reasonable period as ordered by the Commission.

Using these provisions, not only will the interest on the
escrowed fund be free of state and federal income taxzs, but the
annuity itself may be excluded from taxable income.

Decommissioning expenses must be considered in this proceeding,
and current ratepayers who are benefitting from the generation oi the
T™1 units should be the ones who contribute toward the cost of the
eventual decommissioning of that facility. An annuity of $111,000 is
sufficient to provide $48.8 million, the current estimate for the
proper containment (by the in-place entombment method) of the nuclear
components of the TMI units. The accumulation of this decommissioning

- fund shall be used only for the purposes of the eventual decommissioning
of that plant, and as such should not be deducted from rate base.

The original claim was for an annual decommissioning expense
of $638,000. An annual provision of $111,000 represents a disallowance

of $527,000.

Amortization of Book Reserve Deficiency

Penelec possessed a book depreciation reserve deficiency of

$9,016,000 on the basis of its calculated reserve as of Cecember 31, 1978.



g YA ATTACHMENT E

o 76-PRMD-10 (Consurer Standards and Billing Practices for
Residential Service). The Consumer Advocate, the Commission's
staff and the Adninistrative Law Judges r2commend denial of these
adjustments since the proposals are still under consideration by
the Commission. The company does not except to this recommendation.

load Reserve Prozranm

Penelec claimed $250,000 in increased expenses relating
to ics comprehensive load research program. This represents
one-third of the program's total estimated cost of $730,000 to
be spent over three years. It is apparent from the record that
progress on this program has been considerably delayed, caused
in part by the flooding of last July. As a result the company
estimated that it would spend only about $51,000 on this pro-
gram during 1977. While the Administrative Law Judges recommended
that the company's total request be allowed, be believe that
only the actual test year expenditures should be passed on to
ratepayers.

Decommissioning Exvenses

iy Penelec has requested an annual exvense allowance of
$300,000 with respect to TMI-1 to provide for the decommissioning
of this nuclear station. This represents Penelec's share of

e the expense of "in-place entombment" of TMI-1 estimated at

$37.2 million, spread over 31 years, TMI-1's estimated remaining
service life. The Administrative Law Judges considered this
expense reasonable and prudent. Staff and the Consumer Advocate
except. .

We believe that the Administrative Law Judge's position
is basically correct. In reaching this conclusion we are moti-
vated by our concern for the future health and safety of the
citizens of the Comzonwealth. This concern requires that the
company make adequate annual financial provision for a known
event in the future; an event that has a substantial cost.

We must take the initial step now to protect future ratepayers
from bearing a significant revenue burden associated with the
decommissioning of a plant from which they will receive no
service.

The Consumer Advocate and Commission Staff argue that
Penn Sheraton Hotel, et., al. v. Pa. P.U.C., 198 Pa. Super. 618
(1962) precludes estaplishment of a provision for decommissioning.
The Penn Sheraton case dealt with the prospective negative
salvage value of the removal of steam distribution mains from
beneath Pittsburgh streets upon retirement. The Superior Court
defined this prospective negative salvage as 'the estimated
negative salvage to be incurred if and when the distribu'ion
mains are removed some time in the futurc. ' (Emphasis added).

i - 22 -
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The key word in this Court decision is "1{f". The
Consumer Advocate questioned the necessity of a decormissioning
claim, quoting Penelec's witness as admitting that, "depending
upon the world-wide energy situation in 2008, the regulatory
agencies and the publ’: may be willing to take greater risks
than they might be at present." The question, however, is
vhether this Commission is willing to begin upeon this path
of greater risk now. By providing a mechanisn for carrying
out the fiscal aspects of control of these hazardous nuclear
components, we insure that this will be done. Those who now
enjoy the benefits of this technology cau do no less than to
assure that it will not impose an unreasonable financial
burden on future ratepayers.

It 1s true that the total costs of decommissioning
& nuclear power plant cannot now be determined with precision
and may be termed speculative by some.

Although the total amount determined to be needed
may not be accurate, the rejection of the claim would ignore
the vital issues of health and safety which are reasonably
foreseeable. Changes in the estimates of derommissioning
costs may be dealt with through periodic review and adjust-
ment of the total estimate (and its annual prevision) within
.ach rate case, or at any time upon the initiative of the
Commission when it feels that such review is necessary.

Penelec's clain in this proceeding for the in-place
entombment of the Three Mile Island Unit No. 1 was an annual
provision designed to accuzulate $37.2 million in a separate
fund by the year 2008, this fund being respondent's estimate
idn 1977 dollars for the future decommissioning of this unit.
The company proposed to invest the funds collected in tax-
exempt securities, the earnings upon which to be "available
to offset in part the escalation in the cost that is expected
to occur" by the year 2008.

An analysis of the estimated claim shows that of
the $37.2 million, approximately $13.6 million is for the
dismantling of non-nuclear structures of TMI-1 and include
the turbine buildings, cocling towers, river water pump house,
and miscellaneous structures which by their »atvre, nose no
special concern in regard to health and safety. Thus we should
consider such expense as the "prospective negative sslvage"
referred to in the Penn Sheraton case. Penelec's expense in
this matter will be limited to an allowance of funds sufficient
to accumulate the $23.6 million now viewed as necessary for
the proper containment of the nuclear components upon decom-
missioning. Provision for a greater amount is without adequate
Justification,
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Finally, the calculation by Penelec for allowance
of decommissioning expenses is improper. We reject the
assumption that inflation will continue at its present rate

© . through the year 2008 and that the interest earnud upon

v respondent's annual investment in tax-exempt securities

5 would offset that inflation. At this time we will make no

8. provision for inflation, but rather adjust the annual allowance

z‘ from time to time to account for any experienced inflation.

i

e

TS

- 1f we would permit Penelec to collect $74,000 annually and
to invest in Commonwealth of Pennsylvania General Obligation
‘Bonds with an annual yield to maturity of 5.5%, by 2008 it
would have accumulated the established $2 & million to be

used for the decommissioning of the nucle omponents of
TMI-1.

This $74,000 annuity should be treated in the
following manner:

1. The annuity and its accumulated interest shall
be placed in an escrow fund, unavailable to Penelar until the
dismantling of Three Mile Island No. 1 occurs. One-twelfth
of the annuity will be deposited in the fund at the erid of
each calendar month.

2, Each fund investment by the escrow agent shall
o be in those bonds issued by the Com inwealth of Pennsylvania
baving the highest yield at the ti- " : investment occurs.

{The interest on such bonds is free of both state and federal
income taxes, and thus serves to reduce the amount of the
b:rden on the ratepayers.)

3. A strict accounting shall be maintained for
the fund, so that its balance can be determined at any moment
in time. Thus, if at any time there is a change in the esti-
mated 1ife of TMI-1, in the decontaminatioa and dismantling
costs, in the proposed method of decommissioning, or in the
average yield on the Commonwealth's bonds, the difference
betwe~n the projected costs and the amount already accumulated
da the fund can be readily ascertained, and the annual annuity
requirement on the remainder can be readily computed.

4. It 1is expected that by following the procedure
herein, the difference between the total amount of the fund
which will have been accunulated and the actual costs incurred
at decommission will be de mininis. However, if there is any
excess wvhatever in the fund, Penelec shall return the excess
to the ratepayers or use it for their direct benefit in any
other manner that the Commisslon may order; and conversely,

1% the costs exceed the amount of the fund, Penelec shall
amortize the excess as a charge over a reasonable period as
' ordercd by the Comission.

3
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Using these provisions, not only will the interest on
the escrowed fund be free of state and federal income taxes, but
the annuity itself may be excluded from taxable income.

Decommissioning expenses must be considered in this
proceeding, and current ratepayers who are benefitting from
the generation of TMI-1 should be the ones who contribute
toward the cost of the eventual decommissioning of that facility.
An annuity of $74,000 is sufficient to provide $23.6 millionm,
the current estimate for the proper containment (by the in-place
entombzent method) of the nuclear compenents of THMI-1. The
accumulation of this deccmmissioning fund shall be used only
for the purposes of the eventual decomnissioning of that plant,
and as such should not be deducted from rate base.

The original claim was for an arnual decormissioning
expense of $300,000. An annual provision of $74,.,u0 represents
a disallowance of $225,000.

Miscellaneous Adjustments

The Consumer Advocate proposed two adjustmehts which
were unopposed by Penelec. The Administrative Law Judges, did
pot include them in their initial decision. Both adjustments
should be made. ne would increase operating revenues by

° $45,000 to reflect the interast on customer deposits paid by

the company in the test year. The other would reduce operating
expenses by $80,000 to reflect the net gain on reacquired debt
wvhich the company is amortizing during the test year.

Conclusion
As a result of our resolution of the disputed issues

ve determine test vear operating expenses (excluding Homer
City No. 3) to be $198,609,600.




ATTACHMENT F

INDENTURE, dated as of the 26th day of September,
1979, between PENNSYLVANIA ELECTRIC COMPANY, a corporation
duly organized and existing under the laws of the Commonwealth
of Pennsylvania, having its registered office at 1001 Broad
Street, Johnstown, Cambria County, Pennsylvania (the "Company"),
party of the first part, and Pennsylvania Bank and Trust
Company, a corporation duly organized and existing under the
laws of the Commonwealth of Pennsylvania (the "Trustee"),
having its registered office at 127 West Spring Street,
Titusville, Pennsylvania 16354, party of the second part.

WHEREAS, the Company owns a 25% undivided interest
(as tenant in common with the owners of the other undivided
interests) in Unit No. 1 of the Three Mile Island nuclear
generation station ("TMI-1") which is located in Londonderry
Township, Dauphin County, Pennsylvania; and

WHEREAS, the Company, pursuant to the Orders of
the Pennsylvania Public Utility Commission (the "P.U.C.")
entered June 28, 1978 at R.I.D. 392 et al. and January 26,
1979 at R-78040599 et al., desires to establish a trust to
mak¢ assured provision for the payment of ail, or as great a
portion as possible, of the Company's 25% share of the
expense of decommissioning TMI-1 subsequent to the retirement
thereof; and

WHEREAS, all conditions and reqiirements necessary

to make this Indenture a valid and binding legal instrument,

‘.1.‘”/‘ 1:’)8
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the funds in the trust in accordance with the provisions of
Article III hereof, the trust hereun’er shall thereupon
terminate. It is understood, however, that depending upon
the adequacy of the level of funding of the within trust and
the method or methods of decommissioning of TMI-1 authorized
by the cognizant regulatory agency or agencies and utilized
by the Company fcllowing the retirement of the unit, the
trust may extend for an indefinite period thereafter in
order to provide for continuing decommissioning costs of
T™MI-1.

Article II.

Paymeiits Into the Trust; Trust Purposes

Section 2.01. The Company shall make monthly
payments into the trust in the amounts specified in the
aforesaid P.U.C. orders and in any further orders hereafter
entered by the P.U.C. or any other governmental agency
having jurisdiction in the premises and in any amendments or
revisions of said orders.

Section 2.02. It is the express purpose and
intent of the within trust and of the several governmental
agency orders relating thereto that the payments made and to
be made into the trust and all earnings accumulated and to
be accumulated thereon shall be utilized exclisively for the
payment of (a) the costs incurred by the Company for the
decommissioning of TMI-1 following the retirement thereof

and (b) possible customer refunds, in such manner as the PUC
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and any other governmental agency having jurisdiction in the
premises may direct, of any funds not required to pay, or 1o
make provision for the payment of, either immediate or
foresecable long-term post-retirement decommissioning costs
of TMI-1; and that, except as hereinafter provided under
Article III hereof, none of such funds shall be subject to
any power of the Company, its successors and assigns, to
acquire, assign, transfer, pledge, hypothecate or aispose of
the said funds in any manner, no> be subject to attachment,
garnishment, execution or otherwise for the benefit of
creditors of the Company.

Article III.

Payments by the Trustee

Section 3.01. No funds shall be paid out of the
trustc except upon the presentation by the Company to the
Trustee of a certificate of the Company, signed by its
President or one of its Vice Presidcnts and its Treasurer or
an Assistan: Treasurer, requesting such payment.

Section 3.02. Any certificate with respect to
reimbursement of the Company for decommissioning costs
theretofore incurred or expended shall include the following:

(a) A statement that TMI-1 has been retired and

is in the process of being decommissioned;

(b) A brief identification of the work performed,

services rendered and materials and labor expended by
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the Company in connection with the decommissioning of
such unit which gave rise to the costs for which
reimbursement is requested;

(¢) A statement that such costs have not there-
tofore been the subject of reimbursement of the Company
out of funds of the trust; and

(d) A statement that all necessary authorizations
of the P.U.C. and any other governmental agencies
having jurisdiction with respect to the decommissioning
of such unit and the requested payment from the trust
have been obtained.

Each certificate of the Company requesting payment,
as aforesaid, out of the trust for decommissioning costs
theretofore incurred or expended by the Company shall be
accompanied by a certificate of a registered professional
engineer, an appraiser or other expert, who may be an officer
or employee of the Company or of an affiliate of the Company,
as to the fair value of the work performed, services rendered
and materials and labor expended which are the subject of
the request for reimbursement out of the trust.

Section 3.03. Any certificate with respect to
reimbursement of the Company for refunds theretcf-re made by
it to customers of funds previously collected from customers
- 3d paid into the within trust shall include the following:

(a) a statement of the circumstances which gave

rise to the payment of such refund;
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(b) a statement of the amount of refunds so paid;

(c) a statement that such refunds have not there-
tofrre been the subject of reimbursement of the Company
out of the funds of the trust; and

(d) a statement that all necessary authorizations

of the P.U.C. and any other governmental agencies
having jurisdiction with respect to the requested
payment from the trust have been obtained.

Section 3.04. Each certificate of the Company
requesting payment, as aforesaid, out of the trust shall be
accompanied by an opinion of counsel stating that the request
for such payment to the Company has been duly authorized by
the Company and that all necessary authorizations, approvals
or consents of the P.U.C. and any other governmental agencies
having jurisdiction with respect to such requested payment
have been obtained.

Article 1IV.

Concerning the Trustee

Section 4.01. The Trustee hereby accepts the
trus - created hereunder. The Trustee agrees that it shall
use the same degree of care and skill in the execution by it
of the rights and powers vested in it by this Indenture as
persons of prudence, discretion and intelligence would
exercise under the circumstances in the conduct of their own
affairs.

11o7 184
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Section 4.02. The Trustee shall hold, invest and
reinvest the funds delivered to it hereunder and shall
accumulate, invest and reinvest the trust income hereunder.

Section 4.03. The Trustee shall invest and
reinvest the funds delivered to it hereunder and the income
thereon in securities issued by the Commonwealth of Pennsylvania,
its political subdivisions, agencies and authorities which
are legal investments under Pennsylvania law for savings
banks, as the Trustee may, from time to time, determine. The
Trustee may also invest in such other securities as may be
authorized by the P.U.C. or such other governmental agencies
having jurisdiction in the premises which authorization
shall be conclusively evidenced by delivery toc the Trustee
by the Company of a copy of the order or other document
setting forth such authorization.

Pending the making of such investments, the
Trustee may deposit any amounts held by it hereunder in
interest-bearing accounts in any commercial bank or banks
having a capital and surplus not less than $25,000,000.

Section 4.04. The Company agrees to pay to the
Trustee from time to time, and the Trustee shall be entitled
to receive, reasonable compensation for services rendered by
it in the execution of the trust hereunder. Under no circum-
stances, however, shall the assets of the trust be subject

to claims of the Trustee for compensation or expenses; the
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Trustee shall look solely to the Company, its successors and
assigns, for payment thereof.

Section 4.05. The Trustee shall keep true and
correct books of account with respect to the trust funds and
investments, which books of account shall at all reasonable
times be open tc the inspection of the Company, or its duly
appointed representatives, and the P.U.C. or other govern-
mental agency having jurisdiction in the premises. On or
before the first day of February of each year, commencing on
February 1, 1980, the Trustee shall furnish to the Company a
detailed statement showing, with respect to the preceding
calendar year, the balance of assets cn hand at the beginning
of such year, all receipts and investment transactions which
tcok place during such year, all disbursements, if any, made
during such year in accordance with Article III herecf and
the balance of assets on hand at the end of such year.

Section 4.06. The Trustee, upon receipt of
documents furnished to it by the Company pursuant to the
provisions of the Indenture, shall examine the same tc¢
determine whether they conform to the requirements hereof.
Th. Trustee acting in gooa faith may conclusively rely, as
to the truth of statements and the correctness of opinions
expressed therein, upon certificates or opinions conforming
to the requirements of this Indenture. In the event that

the Trustee in the administration of the trust hereunder,




shall deem it necessary or desirable that a matter be proved

or established prior to taking or suffering any action
hereunder, such matter f{unless evidence in r.epect thereof

is otherwise specifically prescribed hereunder) may be

deemed by the Trustee to be conclusively proved or established
by a certificate signed by the President or a Vice President
and the Treasurer or an Assistant Treasurer or the Comptroller
or an Assistant Comptroller of the Company and delivered to
the Trustee.

Section 4.07. The Trustee may resign at any time
upon thirty (30) days' prior written nocification to the
Company. The Compary may remove the Trustece at any time
upon thirty (30) days' prior written notificaticn to the
Trustee. In the event that the Trustee shall be adjudged
bankrupt or insolvent, a vacancy shall thereupon be deemed
to exist in the office of Trustee and a successor shall
thereupon be appointed by the Company. Any successor Trustee
appointed hereunder shall execute, acknowledge and deliver
to the Company an appropriate written instrument accepting
such appointment nereunder, subject to all the terms and
conditions hereof, and thereupon such successor Trustee
shall become fully vested with all the rights, powers,
trusts, duties and obligatic s of its predecessor in trust
hereunder, with like effect as if originally named as Trustee
hereunder. The predecessor Trustee shall upon written

request of the Company deliver to the successor Trustee all
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such instruments and perform such other acts as may be
required or be desirable to vest and confirm in said successor
Trustee all right, title and interest in the res of the
trust to which it succeeds.

Section 4.08 Any corporation into which the

Trustee may be merged or with which it may be consolidated,

or any corporatioca resulting from any merger or consolidation
to which the Trustee shall be a party, or any corporation to
which the corporate trust functions of the Trustee may be
transferred, shall be the successor Trustee under this
Indenture, without the necessity of executing or filing any
additional acceptance of this trust or the performance of

any further act on the part of any other parties hereto;
provided, however, that the Trustee hereunder shall at all
times be a bank or trust company having its registered

office and principal place of business in the Commonwealth

of Pennsylvania and which is authorized under the laws of

said Commonwealth to exercise corporate trust powers subject
to supervision or examination by Federal or Commonwealth
authorities.

Article V.

Amendments

This Indenture may be amended from time to time by
the Company in su~h manner as shall not be inconsistent with
any orders or regulations of the P.U.C. or other governmental

agencies having jurisdiction in the premises; provided,
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however, that no amendment shall be made which would allow
any portion of the trust assets to be turned over to the
Company, its successors or assigns, except to reimburse the
Company, as aforesaid, for funds theretofore expended by it
either for decommissioning purposes or as refunds of un-
needed funds to its customers, in each case in accordance
with all applicable statutory and regulatory requirements.

Article VI.

Miscellaneous

Section 6.01. All covenants and agreements in
this Indenture shall be binding upon and inure to the benefit
of the respective parties hereto, their successors and
assigns. In the event that the Company shall transfer any or
all of its interest in TMI-1, such transferee or transferees
of such interest shall succeed to the Company's rights and
obligations hereunder with respect to the interest trans-
ferred upon their execution of an instrument satisfactory in
form and substance to the Trustee making them a party to
this agreement.

Section 6.02. Written notices hereunder shall be
deemed to have been given to a party hereto if delivered or
mailed to such party at the registered office of such party.

Section 6.03. This Indenture has been concluded
within, and shall be construed in accordance with the laws

of, the Commonwealth of Pennsylvania.
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Section 6.04. This Indenture shall be simultaneously

executed in several counterparts, and all such counterparts
executed and delivered, each as an original, shall constitute
but one and the same instrument.

IN WITNESS WHEREOF, Pennsylvania Electric Company,
the party of the first part, has caused this Indenture to be
signed in its corporate name by its President or one of its
Vice Presidents, and its corporate seal to be affixed here-
unto, and the same to be attested by its Secretary or an

Assistant Secretary; and Pennsylvania Bank and Trust Company,

party of the second part, has caused this Indenture to be
signed in its corporate name by its President or one of its
Vice Presidents, and its corporate seal to be affixed here-
unto, and the same to be atte:ted by its Secretary or one of
its Assistant Secretariec.

Executed and delivered in the City of Johnstown,
Cambria County, Pennsylvania, as of the day and year first
above written.

PENNSYLVANIA ELECTRIC COMPANY

o Wt

- " "~ President

Secret

PENNSYLVAN A BANK AND TRUST COMPANY

QM e

Vlce President

-Secrgtary /7, "‘/ lé38
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In determining allowable opetatan expenses,
prov.sion is made for annual amortization ¢f such ceferred
energy cos:ts in the amount of 52,300, 000 before relatad
income and revenue taxes (or $1,300,000 after such taxes).
In recogniticn of the fact that tle accunulated talance of
deferred enargy costs at the effective date of the tariffs
lutho"'e* =y the accomsanying ozder may be greater or less
than thas at June 3C, 1577, the expense chazged for such
lmorti:a: ca shall be xnc:eased or decreased, as the case,

may be, for the return reguirement and associated taxes
on such difference.
(G) Accumulated Provision for Depreciation and
Other Deduct=icrs. I1n tne 2¢sra2gate, tnese 1I873 aRgunct o
$304,570,c-., cecerminad in tne Zolliowing =manner:
(1) Accunmulase ' Provision €or Desreciation.
The Co:;any's aCc.ns.aced SIovVisSion I8r cezrfeciaticon
which Ra2s been accrued in accerdance with cur prioc
orders was S4=~,:33,::3 at Marea 31, 1977. 3y a
sepata e petition (assign2d to Docket Io. 7610-1022) a
well as its cla'-s in Cocket Mo. 7610-1021, the Compan
sought authority to change 1iis deprecizaticn accrual
rates, e‘olov**a the egual life groupings methed and
gemaining service lives. 32y the accompanying order we
are auzhorizing changes, in two st2ps, in e Company'
depreciation accrual rates, the £irst tc be made
effective on the effective cate of the tariffs authori
* by the accompanying order ané the secondé crange 0 de
pade effective with the effective data2 of the new
gervice rates to custonars authorized Sy cug next
subseguent 'aha ccder. Such cdepreciation accrual
gates are based upon direct weighted remaining service
lives. The ef‘ ce of tne first changca in dspreciation
acc:ual rates i3 to increase the Comcany's annual
operating expen ses sy $2,273,000 and its cecreciation
reserve Ly $2,375,000. Moresover, as a consaguence of
‘the xnclus;on o. Gilbert Szation Unit No. 8 in rate
base (discussed acove) and the recocnition cf the
depreciaticn exrense, amounting to $2,064,C00 the
deptecxa:;01 reseczve .s increased by $2,065,080. As a
gesult of these two acdjustments, tne depreciation
' geserve utili:eé in Getermining rate base :s $284,798,
The Company has agreed tnat 1t will not grcpose, in an
ptoceedxncs fx‘ed by it srior to January 1, 19895,
depreciation rates pased upcen the egual life gzoupings

method.

(ii)

By a separate petition (2ssi3jned LoOCKe: &0. 799=933) 2
as in its claims in Cocket No. 7610-1C21, the Comzany
ed authorizaticn %o provicde for decomaissioning expens
fts two nuclear units now in operation, witn tae tesul
funds to bte set aside in a separate indepencdent trust
and not deducted from rate base, and with tho earnings
such trust fund being uvtilized to provide {or anticipa
inflation in costs over the period before cecommlscion
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becomes necessary.
to make provision for deco=
the resulting funds not Ze
that the accumulated amount
the assoc:.2ted deferred 1nC
The Cormpany agreed to acced
accumulazed amounts without
genewal of its proposal for
date.

This is the on
between t-e Company and Fat

Rate Counsel agreed that it is aporopriat

=1551i0n1ng €Osts but PIopaos
ses aside in a separate

s be deducted fzonm

scoe
e 22

P
sce

ed that
trust and
rate base and
taxes Se acded to rate DdDase.
+e Counsel's treatment of :the
judice to the Company's

a separate trust fund at a later

e item of the stipulations
e Counsel atout which our

Staff has reservations. Cuz Scaff is of the view tha’
there nay te scme merit in Ihe establishment of a
separate trust fund which wou.d not be cecucted from
gate base zut%, nevertheless, ¢oes not cbject to our
approval cof the stipulatisns =2 the lignc of ous
continuing jurisdicticn ani o2 Cozpzanv's rese:zved
gight to renew its reqguest 2T 2 latez cate. In this
connection, our attanticn nés seen called to a teport
issued by the General ACCouLnting Cffice entitled
*Cleanins Up The Remains oI huc.iear Tacilities - A
Multibillion Dollar P edlax” {(Jane 15, 1977) ard to a
petition, cated July 3, 1377, filed with the Nuclear
Regulatory Cemaission Dy tne sublie Interest Resea:ch
Group 2nd others. 7This rezdIs and such petition may
gesult in proceedings that will provide further insights
in respact of this matter. ; .
Onder these cirsrmstances, our determinatior
of allowable cperating extsnI2s makes annual gzovisicn
of $1,275,000 for nuclear szaticnh decormissicaing
costs, with a corresscending ZzZucsion fzom rate base of
$1,275,0C02 and addition to zate Saze (as notad abtove
under "Deferred Debits”) I the associated cdeferced
income taxes of $612,000.
~ (ii1) Accunulate? 2rovisicn for Arortization of

Nuclear Fuel Assercli2s. A CEtermining cat:z.oNase, sSuCh ec
cumulassc trovision amcunting o $24,9%22,000 at March
31, 1977 has been ceducted.

(v) Unamortized Investment Tax Credit.
This iterm (amocunting T3 3.,3-..,L00 a2t nazicn 3, 1877
fepresents the unamortizad malance of tne original (3%)
fnvest-ent tax credit whigh 13 Deins arortized as a
ecredit to income over a pericd of 10 years eand, in
accordance with our prior cecisions, such vnamortized
balance is daducted in deternining rate dase.

(vi) Unarmocrtized G210 on feacauired Debt.
Thic item, amountind t3 34,.37,0C0 at Hagen Fha 1977,
has been cdeducted 1in determining rate base 1n accordance
with our established poiicy.

isicaszion Mecovery.

(vii) Unamortized
We previously authorized 2=
five year period 1tS net re

“{fetems in a litigation relaz
station and, in determining

e Cormpany 0 2mortize over a
covery apolicable to 2lant
ed to it5 Oyster Croek

tate base, to decduct the
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(C) Revenue Taxes The New Jersey revenue tax
1iability is msasuzed Dy revenues received curing the prior
calendar vear. Curs practice 1s to Tase provision for the

g gevenue taxes asad upon the current vea"s normalized
gevenues. THhis 'esulss in 2 rosmalizing adjustnent to
increase th2 zest vear's revenus tax acczual bv 511,538,000,
This is consiszent with the zaducticn in wOIking capital
allowance cZ S11,383, 000 refecr

Section III acove.

(D) In:ralled Capazisy 2n2 EHY Rentals. During the tes
year or shoztly s=areafter 2 - sr o: cnanc2s cccurred that
had an impact cn these costs. Lnese changes incluced the

) nothballxw, 0f warnez Units Nes. 1 and 3, cranges in the G?U
System powar Tcoling contracs s thzt it would sarallel the
basis e‘alu: 4 14 the PJM power zooling agreenant for allocat-
. ing installaé capacity respensiz:lizy, changas in the rate
L per kilowazt I:or installed cazzsity ceficiencies and increases
in charges fo- utilization e ex=cza nigh voltage ("EHVY)
. transission fzc:ilities cwnad 27 oTases utilities. AS a
. consegquence cI these factors, =-me allowance Ior operating
- . and mainteranc2 exzenses, ing=2l.2¢ cagacity expenses and
EHV rentals wa2s increased by an acgregate of $5,321,000.

e - (E) Increases in Wz2c2s. 2+ Tavxes 2néd Pernsion Costs.
Puring the test year, & wa3e I2:2 1=~avaags sas2me glfective
and the Cemzoany exderienced incre2sss in FICA taxes and
pension costis. Test year exDenses nave teen normalized to
make provisicn for the annualizazicn of the pertion of such

. increased cos=s charg2adble =0 czeration and ma2intenance
expenses, naz2ly, $1,719,003 on account of increased wages,
$99,000 on account of increazsaé TICA taxes and $234,000 on
account of pension COStS.

. (F) Rate Case Exoen~es. .Allowance of $450,000

L has bzca made for amortizaticn Ss sha coc-% 0f this proceeding
over a two year pericd. Singe the Compa..y's D0OO#x amortizatic

- during the tast year of rate casz2 axzense from prios proceed=-
. ings was $831,000, the effecs of =his adjustment was to de-
crease operating expenses IY $+31,C00.
’ (G) Deoreciation an2 naca=nissioning Exsense.
As discussed in garagrepn (G) o= seliion iil, an lncrease in
depreciation exgense of $2,275,0C0 and provision for ce-
commissioning expense of $1,275,000 have be2n allowed.
(H) Interoeriod Tax s1lecation. In Docket No.

1 759-899, we authorized previsish ief cozacced income tax
expense for tne &1 Lfferences CT2iw22n tax depreciation and
book depreciazion fO0r property 3iZad subsecuent to March 31,

. 1975. The efiact of the incre2szed 200%x depreciation rates
- which we have authorizeld i ta:is s:occeding i3 to reduce

‘E’ . _ the book test year normalizat:isa in taspect of this item by

$58,000. The partics have agreed that ithe Company should be




Person Responsible for Preparation:
F. D. Hafer, Vice President~-

Rate Case Management

GPU Service Corp.

Telephone: (201) 263-4900 X 601
Date: October 19, 1979

Page 1 of 8

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

Response to NRC Staff's 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, in-
dicate 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 in-
terim and final rate orders and opinions, including all exhibits re-
ferred to therein. Provide copies of all other orders and directives
issued by the PPUC and NJBPU related to financing the licensee's oper=
ations, 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 action or pending rate relief request.

Response:

The requested information concerning the recent rate proceedings of
Metropclitan Edison Company ("Met-Ed"), Pennsylvania Electric Company
("Penelec”) and Jersey Central Power & Light Company ("Jersey Central”),
prepared in accordance with the NRC format attached to the request, is pro-
vided herewith.

The "Summary of Retail Base Rate Cases,” page 2 attached, provides the
requested information with respect to the operating companies' most recent
rate increase proceedings prior to the TMI-Z accident and the impact thereon
of the base rate actions taken by the state regulatory commissions subsequent
to the TMI 2 accident. Page 3 attached, "Summary of Resale Base Rate Cases,”
provides t ¢ requested information with respect to the operating companies'
rate increase requests currently pending before the Federal Energy Regulatory
Commission. The "Summary of Energy Clauses,” pages &4 to 8, adapts the NRC
format for responding to this request with respect to base rates, to provide
the information regarding the operating companies' energy clauses.

1/ ]{)2



GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company and Jersey Central Power & Light Company
Summary of Retail Base Rate Cases
(Pursuant to NRC Format for Response to NRC Financial Information Request 10C)

Jersey Central Power & Light Company

Metropolitan Edisor Company Pennsy!vania Electric Company NJ BPU Docket #
PaPUC Docket # PaPUC Docket # 7610-1021(3) 795-427(4)
R.I.D. 626(1) 1-79040308(1) R.1.D. 599 1-79040308(2) Phase 1 Phase 11 -
Test year utilized (year ended) 3/31/79 3/31/79 12/31/7% 12/31/78 3/31/17 8/31/78 8/31/78
Annual amount of revenue increase requested -

Test year basis ($ Millions) § 79.2 - $ 75.4 - (3) $§ 62.8 -

Date petition filed 6/30/78 - 4/28/78 - 10/15/76 10/15/76 -
Annual amount of revenue increase allowed -

Test year basis ($ Millions) § 49.2 $ (49.2) § 56.2 § (25.0) $ 20.2 $ 33.8 $ (29.0)
Percent increase in base rate revenues allowed 18.4% (18.4)% 15.6% (7.0)% (3) 6.52 (5.6)2
Date of final order (date entered) 3/29/79 6/19/79 1/26/79 6/19/79 9/01/77 1/31/79 6/18/79
Effective date - 7/01/79 1/27/79 7/01/79 9/06/77 2/06/79 1/06/79
Rate base finding ($ Millions) $1024.4 $ 690.7 $1206.1 $1035.2 $1253.8 §1377.5 $1212.3
Construction Work in Progress included in

rate base ($ Millions) - - - - $ 157.8 § 54.6 § S4.6
Rate of return on rate base authorized 9.7% 9.5% 9.6% 9.6% 9.72 9.6% 9.72(5)
Rate of return on common equity authorized 13.4% 12.8 13,12 13.12 13.32 13,32 13.32

1)

(2)

3)

(4)

(5)
(6)

The Pennsylvania Public Utility Commission (the "PaPUC"), in response to the March 28, 1979 accident at TMI-2, effective April 19, 1979 set temporary
rates for a maximum period of six months which were the rates in effect prior to the Increase authorized in Docket R.I.D. 626. In April 1979, the
PaPUC also instituted an omnibus investigation of the rates of Met-Ed and Penelec in Docket #1-79040308. By its order of June 19, 1979 in this
docket, the PaPUC denied increased rates associated with the capitai and non-fuel operating costs of T™I-2, with the results as shown, and a'located
§3.0 million of revenues to the accelerated recovery of prior-period deferred energy costs.

The PaPUC, in response to the March 28, 1979 accident at TMI-2, effective April 25, 1979 set temporary rates for a maximum period of six months which
rates reflected a $25.0 million reduction of the $56.2 million increase authorized in R.1.D. 599 for revenues associated with the capital and non-fuel
operating costs of T™I-2. In April 1979, the PaPUC instituted an omnibus investigaticn of the rates of Met-Ed and Penelec in Docket #1-79040308.

By the order of June 19, 1979 in this docket, the PaPUC fixed the temporary rates set April 25, 1979 as permanent, with the results as shown, and
allocated S1.6 million of revenues to the accelerated recovery of prior-period deferred energy costs.

On October 15, 1976, Jersey Central filed a petition with the New Jersey Board of Public Utilities (the "NJBPU") seeking a $110 milifon annual increase
{n ->rail base rates. During the course of the proceedings, Jersey Central and the NJBPU agreed to address the petition in two phases, Phase I dealing

with non-TMI-2 matters and Phase Il dealing with TMI-2 and an updated test year. Phase I was stipulated by the parties 2xcept for the rate of return on

common equity which the NJBPU determined. The results of Phases 1 and LI are as shown.

On May 20, 1979, Jersey Central filed a petition seeking an Increase in its energy adjustment charge 1= Tal-2 arcident related replacement energy costs.

The NJBPU 1n its June 1 , 1979 order with respect to this petiticu eliminated from base rates the capital and non-fuel operating costs of TMI-2, with
the results as shown. There are various matters reiating to the TMI-2 accident pending in this docket.

Reflects impact of elimination of T™I-2 related cost free capital per order.

Effectively, the GPU System operating companies have no retail base rate increases pending. Although Jersey Central in NJBPU Docket #795-427 has
testimony and exhibits filed which would support a base rale lncrease, the Company is not now actively pursuing such an increase.

§




GENERAL PUBLIC UTILITIES CORPORATION
Metropolitan Edison Company, Pennsylvania Electric Company and Jersey Central Power & Light Company
Summary of Resale Base Rate Cases
(Pursuant to NRC Format for Response to NRC Financial Informatiorn Request 10C)

Metropolitan Edison Pennsylvania Electric Jersey Central Power &
Company Company Light Company
FERC Docket #ER-79-58 FERC Docket #ER-78-494 FERC Docket #ER-79-112

Test Year Utilized (Year Ended) 12/31/79 6/30/79 12/31/79
Amount (Per Original Request)

($ Millions) $ 4.8 § 7.6 $ 2.1
Percent Increase (In Total Revenue) 12.,5% i g 26.7%
Date Petition Filed 11/13/79 7/18/79 12/18/79
Date by Which Decision Must be

Issued - - -
Rate of Return on Rate Base Requested 9.9% 10.0% 10.3%

Rate of Return on Common Equity
Requested 14.0% 14.5% 14.02

Amount of Rate Base Requested
($ Millions) $46.3 $81.2 $19.6

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

(1) The three GPU System operating companies have requests for base rate increases ipplicable to resale customers
pending before the Federal Energy Regulatory Commission ("FERC"). Pending final orders from FERC, the
requested rates went into effect, subject to refund, in June 1979 for Met-Ed, in December 1978 for Penelec
and in July 1979 for Jersey Central.
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GENEKAL PUBLIC UTILITIES COKPORATION
Metropolitan Edison Compsny, Pennsylvania Electric Company ana Jersey Central Power & Light Company
Summary of Energy Clauses
(Pursuart to NKC Format for Kesponse to MaC Financlal Information Kequest 1UC, As Adapted)

Metropolitan tdison Company Pennsylvania Electric Company Jersey Central Power & Light Company
PaPuUC Docket # PaPUC vocwet # NJBPU Docket #
1-79040308(2) 1-790s0308(3) 795-427(4) 797-643(5)
Pertod of estimated energy costs 20 Mus. ended 12/31/80 20 Mos. endea 1Z/31/80 14 Mos. endea 5/31/80 14 Mos. endea B/31/80
Date petition filed - - 5/0a/7% 1720119
Requested increase in revenues for recoverable retail eneryy costs:
= First 12 months of clause operation (§ Millions) $ 8.4 $ 8.3 $ 98.9 $ 86,7
= Authorized period of clause operation, {.e., |8 months ended
12/31/80 (§ Millions) s 8.0 $ 57.1 - -
Alloved fncrease in revenues for recoverable retail energy . ste:
= Mlrst 12 months of clause operation ($ Millions) $ 4.0 § 4.4 $ 65.5 $ bl.6
= Authorized period of clause operation, {.e., I8 months -.ded
12/31/0u (§ Millicans) $ 63,9 $ 51.2 §$ 96.2 -
Percent locrease in en ryy cost rates (base and clause) allowed 49.72 24.92 3i.0z 25.02
Date of final order (date entered) 6/19/79 6/19/79 o/18/79 9/05/719
Effective date 1701779 1/01/79 1/u6/19 9/06/79

(1) see Notes | and 6 on following pages.
(2) gee Note 2 on following pages.
(3) See Note 3 on following pages.
(4) see Note 4 of following pages.
(3) See Note 5 on following pages.
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Notes to Summary of Energy Clauses

(1) The three GP?U System operating companies each have an energy clause

(2)

applicable to retail sales, subject to the jurisdiction of the respective
state urtility commission, and an energy clause applicable to resale
sales, subject to the jurisdiction of the Federal Energy Regulatory
Commission. The energy costs recoverable under the operating companies'
retail energy clauses include all fuel costs and all purchased power
costs applicable to retail sales except for demand charges and installed
capacity payments. The PaPUC in its order entered June 19, 1979 in
Docket #I-79040308 changed t'«e two Pennsylvania operating companies' re-
tail energy clauses to prov .de for a levelized charge through December 31,
1980, see Notes 2 and 3 bel w. The PaPUC retail energy clauses in

effect prior to the PaPU.'s June 19, 1979 order, which may be reinsti-
tuted, provided for chacges for recoverable retail energy costs based
upon six-month average historical costs, and included error correction
factors to adjust for over and under-reccveries cf costs. The Jersey
Central retail energy adjustment clause provides for a charge for
recoverable retail energy costs based upon prospective energy costs

for a twelve month period, with various provisions for earlier revision,
and adjustment for recovery of prior period over and under-recoveries

of costs. See Note 6 for a description of the resale energy clauses.

During the course of the proceedings initiated by the PaPUC in response
to the March 28, 1979 accident at TMI-2, in Docket #I-79040308, Met-Ed
proposed to bill a le.elized charge for recoverable retail energy costs of
10.418 mills, exclusive of revenue taxes, (or an increase of 7.463 mills
reflecting a level charge previously billed for emergy costs of 2.935
mills) based upon its prospective energy costs and total sales for

the 20 month period from May 1, 1979 through December 31, 1980 ($248.9
million and 13,514 Gwh, respectively), to retail customers for the 18
month period from July 1, 1979 through December 31, 1980 (il,735 Gwh) .

In its order of June 19, 1979 in this docket, the PaPUC authorized Met-Ed
to bill a levelized charge for recoverable retail energy costs of 8.4
mills, exclusive of revenue taxes, (or an increase of 5.445 mills re-
flecting a level charge ;reviously billed for energy costs of 2.955
mills) based upon prospective energy costs and total sales assumed

by the PaPUC for the 18 month period from July 1, 1979 through December
31, 1980 ($201.1 million and 12,257 Gwh, respectively), to retail cus=
tomers for the 18 montin period from July 1, 1979 through December 3i,
1980. This level charge of 8.4 mills authorized by the PaPUC in its
order, effective for bills rendered in July 1979, provided for Met-Ed to
recoup 85% of its then estimated recoverable retail energy costs from
April 1, 1979 (i.e., following the TI-2 accident) tnrough December 3l,
1980. This 85% recovery reflects the 8 mills allowed for energy costs in
Met-Ed's base rates and Met-Ed's erergy charge billed in April, May and
June 1979, prior to the effectiveness of the 8.4 mill levelized charge,
as well as the levelized charge billed subsequent thereto.

It should be noted that among the assumptions employed by Met-Ed in

determining its prospective energy costs, and accepted by the PaPUC, was
an assumption that TMI-l would pe returned to commercial service by

177 196
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January 1, 1980, If TMI-l is unavailable for commercial service by this
date, and other energy costs, particularly oil related energy costs, in-
crease in excess of the forecast, absent a corresponding increase in
Met-Ed's energy ad justment tharge, Met-Ed's prospective energy costs for
1980 will be higher than estimated in this docket, and consequently the
852 recoupment estimate will drop. All collectible energy costs not
recovered are deferred for future recovery.

In its order in this docket the PaPUC allowed Met-Ed to include capacity
payments associated with TMI-2 accident related short-term power purchase
agreements in its recoverable retail energy costs for the period from
July 1, 1979 through December 31, 1979.

{3) During the course of the proceedings initiated by the PaPUC in response
to the March 28, 1979 accident at T™I-2, in Docket #1~79040308, Penelec
proposed to bill a levelized charge for recoverable retail energy costs
of §.572 mills, exclusive of revenue taxes, (or an increase of 3.597
mille reflecting a charge previously billed for energy costs of 2.975
mills) based upon its prospective enrergy costs and total sales for the 20
month period from May 1, 1979 through December 31, 1980 ($315.4 million
and 19,032 Gwh, respectively), to retail customers for the 18 month
period from July 1, 1979 through December 31, 1980 (15,85: Cwh). In its
order of June 19, 1979 in this docket, the PaPUC authorized renclec to
bill a levelized charge for recoverable retail energy costs of 6.2 mills,
exclusive of revenue taxes, (or an increase of 3.225 mills reflecting a
level charge previously billed for energy costs of 2.9/5 miils) based
upon prospective energy costs and total sales assumed by the PaPUC for
the 18 month period from July 1, 1979 through December 31, 1980 ($279.3
million and 17,256 Gwh, respectively), to retail customers for the 18
month period from July I, 1979 through December 31, 1980. This level
charge of 6.2 mills authorized by the PaPUC in its order, effective
for bills rendered in July 1979, provided for Penelec to (ecou 96% of
its prospective recoverable retail energy costs from A, ril 1, 1979 (i.e.,
following the T™I-2 accident) through December 31, 1980. This 96%
recovery reflects the 10 mills allowed for energy costs im Fenclec's base
rates and Penelec's energy charge billed in April, May and June is79,
prior to the effectiveness of the 6.2 mill levelized charge, as well as
the levelized charge billed subsequent thereto.

It should be noted that among the assumptions employed by Penelec in
determining its prospective energy costs, and accepted by the PaPUC, was
an assumption that T™I-]1 would be returned to commercial service by
January 1, 1980. If ™I~-] is unavailable for commercial service by this
date, and other energy costs, particularly oil related energy costs,
increase in excess of the forecast, absent a corresponding increase in
Penelec's energy ad justment charge, Penelec's prospective energy costs
for 1980 will be higher than estimated in this docket, and consequently
the 96% recoupment estimate will drop. All collectible energy costs not
recovered are deferred for future recovery.

In its order in this docket the PaPUC allowed Penelec to include capacity
payments associated with T™I-2 accident related short-term power purchase
agreements in its recoverable retail energy costs for the period from
July 1, 1979 through December 31, 1979.
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(4) On May 4, 1979 Jersey Central filed a petition with the NJBPU in which it

(5)

proposed to bill a levelized charge for recoverable retail energy costs
of 8.223 mills, exclusive of revenue taxes, (or an increase of 7.561
mills reflecting a level charge for energy costs in effect at the time

of .662 mills) to retail customers for the 12 month period from June 1,
1979 through May 31, 1980. This 7.561 mill increase in the levelized
factor, excluding revenue taxes, reflected Jersey Central's proposal to
fully recover its estimated TMI accident related replacement energy costs
from April 1979 through May 1980 and an offset to such increased costs for
the revenues per Kwh of sales associated with cne~half the common equity
return previously allowed on TMI-2 by the NJEPU. The NJBPU in its Order
of June 18, 1979 in this docket authorized Jersey Central to bill a
levelized charge for recoverable retail energy costs of 5.504 mills,
exclusive of revenue taxes, (or an increase of 4.842 mills for energy
costs) based upon prospective TMI replacement energy costs allowed by the
NJBPU for the 21 month period from April 1, 1979 through December 31,
1980 ($98.3 million reflecting a $7.3 million offset for TMI-2 base rate
revenues received in April, May and June, 1979) and estimated total sales
for the 18 month period from July 1, 1979 through December 31, 1980
(20,300 Gwh), to retail customers for the same 18 month period. This
5.504 mill level charge authorized by the NJBPU, effective for bills
rendered in July 1979, provided for Jersey Central to recoup 78% of its
then estimated recoverable retail energy costs from April 1, 1979 (i.e.,
following the TMI-2 accident) through December 31, 1980.

This 78% recovery reflects the 14 mills allowed for energy costs in
Jersey Central's base rates and Jersey Central's levelized charge billed
in April, May and June 1979, prior to the effectiveness of the 5.504 mill
levelized charge, as well as the levelized charge billed subsequent
thereto.

It should be noted that among the assumptions employed by Jersey Central in
determining its prospective energy costs, and accepted by the NJBPU, was

an assumption that TMI-1 would be returned to commercial service by
January 1, 1980. (See Note 5 for subsequent Jersey Central clause filing.)

In its order in this docket the NJBPU allowed Jersey Central to include
capacity payments associated with TMI-2 accident related short-term power
purchase agreements in its recoverable retail energy costs.

On July 20, 1979 Jersey Central filed a petition with the NJBPU in which

it proposed to increase its levelized charge billed to retail customers for
the 12 month period from September 1, 1979 through August 31, 1980 (12,859
Gwh) by 6.742 mills, exclusive of revenue taxes, (for a total levelized
clause charge for energy costs of 12.246 mills, exclusive of revenue taxes)
for estimated increases in recoverable retail energy costs unrelated tc the
T™I1-2 accident ($86.7 million). On August 27, 1979, Jersey Central and the
other parties to the proceeding reached an agreement to modify the peti-
tioned request, .nd the Administrative Law Judge reflected such agreement
in the Initial Decision passed up to the NJBPU. On September 5, 1979, the
NJBPU adopted the initial decision and authorized Jersey Central to in-
crease its levelized charge by 4.874 mills. exclusive of revenue taxes,
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(for a total levelized charge for retail energy costs of 10.378 mills,
exclusive of revenue taxes) based upon the stipulated prospective
increased retail energy costs (561.4 million) and retail sales of

for the 12 month period ended August 31, 1980 (12,589 Gwh), to retail
customers for such 12 month period. This total levelized charge for
retail energy costs of 10.378, reflecting the 4.874 mill increase
authorized for bills rendered in September 1979, when added to the

14 mills for energy costs allowed in base rates, provided for Jersey
Central to recoup 91% of its estimated retail energy costs utilized in
the proceeding for the period from September 1, 1979 through August 31,
1980.

It should be noted that to the extent energy costs exceed the forecast
upon which these clause charges are based, and if TMI-l is unavailable
by January 1, 1980 as assumed, absent a corresponding increase in Jersey
Central's energy ad justment charge, this 91% recovery estimate will not
be attained. All recoverable energy costs not recovered are deferred
for future recovery.

(6) The three GPU System operating companies have resale energy clauses
based upon three months historical costs which, essentially, provide
for recovery of all fuel costs and energy related purchased power costs.



