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Chairman Roae, Chairman Matzie 
and Members of the Committee 

My name is Tanya McCloskey and I am serving as the Acting Consumer Advocate 

for the Office of Consumer Advocate. Thank you for having me here today to discuss House Bill 

11 of 2019 which amends the Alternative Portfolio Standards Act of 2004 to include a Tier III 

alternative energy source that would provide specified subsidies to specific resources, primarily 

Pennsylvania nuclear power plants, that now operate in the wholesale competitive markets 

operated by the P JM Interconnection. 

In representing Pennsylvania' s utility consumers, my primary responsibility is to 

ensure that Pennsylvania consumers enjoy safe and reliable service at reasonable prices. For 

electric service, it is critical in my view, that consumers have an electric system that is reliable, 

efficient, economic, environmentally sustainable, and diverse. We have worked over the decades, 

both at the state and federal level, to achieve these goals in the most cost-effective manner for 

consumers. 

In 1996, the Commonwealth made a decision to utilize the competitive wholesale 

generation markets to meet the electric needs of consumers in Pennsylvania. In my view, our 

decision was well-placed, particularly as it concerns the wholesale markets for electricity. Our 

competitive wholesale markets have now produced a diverse array of generation serving the needs 

of customers in the P JM region, lower emissions of carbon and other pollutants, and lower prices 

for consumers-homeowners, businesses and industries. I have attached to this testimony as 

Appendix A some data from PJM on these points. See, Appendix A, Pennsylvania Statistics on 

Generation Portfolio and Emissions, P JM 2017 Pennsylvania State Infrastructure Report (issued 

May 2018). 
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I understand the concern that the success that we have achieved in PJM in reducing 

generation prices through the competitive wholesale markets has made it more difficult for some 

existing power plants to operate profitably. The particular concern that is the subject of the 

proposed legislation before you is about the nuclear plants in Pennsylvania. In my view, however, 

we should not simply tum away from the market mechanisms that have worked so well and impose 

hundreds of millions of dollars annually in unnecessary subsidies on ratepayers as I believe would 

occur under House Bill 11. We have had much success with our competitive wholesale markets, 

and should not introduce distortions to those markets that would compromise the benefits for 

ratepayers from our transition to a restructured electricity industry. 

I think it is important to take stock of the evolving state of market conditions in 

PJM today. Since discussions regarding the nuclear units began around 2016, PJM energy prices, 

which had hit some nearly historic lows, have increased by 30%. PJM has also undertaken 

numerous initiatives designed to increase both capacity prices and energy prices to better reflect 

the value and attributes of a diverse array of generation resources. 1 These initiatives will result in 

higher revenues to generation resources, including nuclear units that provide baseload power. 

These initiatives will also result in higher prices paid by all consumers. These PJM changes alone 

call into question the need for such a blunt instrument as significant out of market subsidies to all 

Pennsylvania nuclear units, all but one of which are profitable at today's market prices, and 

profitable into the foreseeable future. These nuclear units will further benefit from the increases 

in capacity and energy prices that will result from the PJM initiatives in the PJM Stakeholder 

process and at the Federal Energy Regulatory Commission (FERC). 

I would note that the projected increases in capacity and energy prices resulting from modifications to PJM 
rules relate to the estimated value of the resources to the grid and do not include any valuations associated with 
environmental attributes. In addition, to the extent generating plants subject to RGGI represent the marginal 
generating resource, the RGGI costs on a per-MWh basis are reflected in the PJM wholesale market. 
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Under House Bill 11, my Office has estimated that the annual cost to consumers is 

between $422 million and $548 million based on the proposed floor and ceiling price. Over the 

first six year term of the proposal, between $2.5 billion and $3.3 billion ofratepayer funds would 

be paid to nuclear units without any showing of financial necessity. That is, without any showing 

of financial distress of a unit or the need for financial support to compete in the market place, 

between $2.5 billion and $3.3 billion of ratepayer dollars-households, businesses and industry 

alike-would be transferred to the shareholders of these major generating companies. I have 

attached to my testimony some charts prepared by my Office showing estimated customer impacts 

for average customers in the residential, small commercial, medium commercial, and industrial 

classes and the total dollar impact by customer class. See, Appendix B, Customer Impact Charts 

Prepared by the Office of Consumer Advocate. 

You have heard from the representatives of industrial customers and will hear today 

about the impact on small businesses. I wanted to touch briefly on the impact on residential 

customers. While the monthly or yearly impacts we have calculated might not look significant to 

you and me, we must always remember how many Pennsylvania residents struggle to simply make 

ends meet. In Pennsylvania, approximately 300,000 households live at or below 50% of the federal 

poverty guideline. For a family of three, that would be an income of less than $10,665 per year. 

Approximately 1.25 million Pennsylvania electric customers have 'incomes below 150% of the 

federal poverty level.2 A Study conducted by Pathways PA found that in Philadelphia, an income 

at about 250% of the federal poverty level for a family of three ($53,325) is necessary to meet 

basic necessities oflife. 3 Low income households also report that they go without food, medicine 

2 See, 2017 Report on Universal Service Programs and Collections Performance, Pennsylvania Public Utility 
Commission Bureau of Consumer Services (2018). 

3 http://www.selfsufficiencystandard.org/pennsylvania 
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and adequate heat in order to pay their utility bills. In a survey that included Pennsylvania by the 

National Energy Assistance Directors ' Association, it was found that in order to pay the utility bill, 

24% of LIHEAP recipients went without food for at least one day, 37% went without medical or 

dental care, 34% did not fill a prescription or took less than prescribed and 23% kept their home 

at a temperature that was unsafe or unhealthy. 4 Even what may seem the smallest increase can 

force many Pennsylvania households to make difficult, and often life changing, choices. 

These ratepayer funds, approximately $171 million from the residential customer 

class in the first year, would be mostly paid to nuclear units that are already showing a profit in 

today's wholesale markets, and based on the PJM Market Monitor' s analysis, have been profitable 

for most of the years since 2008, the date the analysis begins, and will be profitable through 2021. 

See, Appendix C, Net Revenue Analysis for PJM Region Nuclear Plants, Monitoring Analytics 

State of the Market Report for PJM, March, 2019. Only one Pennsylvania unit, TMI-1, a single 

station plant, is uneconomic in today's wholesale market. I have also attached to my testimony an 

analysis of the expected revenues of each Pennsylvania plant which includes the revenues that 

would be received by each unit in 2019 with a Tier III payment. See, Appendix D, Plant Analysis 

Prepared by the Office of Consumer Advocate. 

One notable data point from this analysis is that assuming the 77% capacity factor 

contained in House Bill 11, the revenues provided under House Bill 11 would be insufficient to 

make TMI-1 profitable in 2019, or through 2021. Comparing even the highest annual revenue at 

the ceiling price, the revenues from House Bill 11 would be insufficient to allow TMI-1 to cover 

its operating costs. Equally notable is that in the first year of the program under House Bill 11, 

Exelon would receive $237 million in additional surplus revenues for its already profitable plants 

4 2011 National Energy Assistance Survey, Summary Report, National Energy Assistance Directors ' 
Association, October 2011 . 
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(Limerick and Peach Bottom), FirstEnergy would receive $86 million in additional surplus 

revenues for Beaver Valley, and Talen would receive $121 million in additional surplus revenues 

for Susquehanna. These revenues would be in addition to the revenue surplus already being earned 

in the wholesale market. This windfall would be paid exclusively by Pennsylvania consumers as 

part of their electric bills, a necessity for which there is no ready substitute. 

It is important to remember that ratepayers have already paid over $11.2 billion in 

stranded cost (about $6.8 billion to $9 billion for nuclear assets) as we restructured our electric 

industry to move to a model that utilizes the competitive wholesale markets for supplying our 

electric generation. The ratepayers of Metropolitan Edison Company and Pennsylvania Electric 

Company, the original owners of TMI-1 , paid $400 million in stranded cost for TMI-1 and an 

additional $232 million in stranded decommissioning costs for TMI-1 and TMI-2. See, Appendix 

E, Final Reconciliation of Stranded Cost for Metropolitan Edison Company and Pennsylvania 

Electric Company. This, of course, was the stranded portion, the amount that had not already been 

recovered from ratepayers through past rates and was not expected to be recovered in the 

competitive wholesale markets. 

It should also be noted that for a number of years the market prices realized by the 

nuclear units were in excess of what was used to determine stranded cost. Pennsylvania used what 

is referred to as a "once and done" approach to stranded cost meaning that there was no true-up or 

reconciliation of the estimated market prices to the actual market prices. When actual market 

prices exceeded the estimates and the nuclear units were more profitable in the wholesale markets 

than expected, those profits were retained by the nuclear plant owners. 

The lack of any required showing of financial necessity is a fatal flaw in House Bill 

11. House Bill 11 would provide windfall profits to shareholders of the corporations that own the 
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already profitable nuclear plants at the expense of our families, businesses and industries. Despite 

receiving these substantial windfall profits, some $2.5 billion to $3.3 billion over the first six year 

term, there is no requirement that the nuclear plant owners continue to operate the plants, no 

payback of the ratepayer funds if the owners decide to close the plants in a few years, and no 

adjustment to reduce the subsidies if market prices adjust upward so that the nuclear units are even 

more profitable. For ratepayers, this is the worst of all worlds - higher market prices impacting 

their energy bills and high subsidies paid on top of that whether needed or not. 

House Bill 11 is harmful to ratepayers in other ways. By way of example, the Tier 

III target is 50% of customer usage, starting immediately. This results in an immediate 

requirement that electric distribution companies buy credits equal to 50% of the usage of their 

Pennsylvania customers on Day 1. There is no ramp up to this significant percentage. In contrast, 

the Alternative Energy Portfolio Standards Act took 17 years to ramp up to 18% of customer usage 

for the Tier I and Tier II alternative energy credits. There is also nothing in House Bill 11 that 

would further the development of new zero carbon resources. While House Bill 11 appears to 

maintain the status quo in regard to carbon emissions from existing plants, it clearly diverts scarce 

ratepayer resources and market support away from the development of other long-term zero carbon 

resources and measures. 5 

5 There are other concerns for ratepayers that I have identified with House Bill 11 beyond those discussed above. I 
look forward to further discussions with the Committee as consideration of the Bill continues. Some, but not all, of 
the issues that require further consideration in addition to those above include: (1) the nuclear subsidies are exempted 
from the requirement of competitive procurement and the least cost over time standard that applies to energy 
procurement and AEC procurement; (2) there is no time limit on the length of the program or periodic review; (3) 
Section 3(f)(4) and (g) provide for alternative compliance payments which seem unnecessary given the structure of 
the PUC administered program and could artificially increase the cost of the program; (4) Section 8.2 (Capacity 
Payment to Alternative Resources) is premature as there is no final FERC Order on this issue and the Section may be 
inconsistent with retail choice; (5) the calculation methodology found in the definition of Tier I projected price 
(Section 2) uses proprietary data that requires a paid subscription with raw data that cannot be shared with the public; 
(6) the Tier III price formula calls for historical forward prices for a three year period that are not available over such 
a time period; and (7) there is a potential inconsistency as to the usage subject to the AEPS Tiers between Section 
3(b )(1) and proposed Section 3( c. l )(1 ). 
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Direct subsidies such as those contained in House Bill 11 can distort our wholesale 

markets, increase consumers' bills without commensurate benefit, and as the P JM Market Monitor 

has often said, become "contagious." Direct, long term subsidies place the proverbial thumb on 

the scale for certain resources at an additional cost to ratepayers. By putting the thumb on the 

scale for certain resources, dollars can be diverted from other efficient and innovative solutions 

that the market may incentivize. House Bill 11 heavily weights the scale for existing nuclear 

resources that have already received substantial ratepayer support, and for which, except for TMI, 

there has been no showing that the subsidies are even needed. 

Rather than perpetuate these out of market subsidies, in my view, we must tum to 

defining the goals we seek to achieve, determine to what extent the costs of achieving the goals 

properly lies with Pennsylvania utility ratepayers, ensure that the costs of achieving the goals is 

commensurate with the benefits, and identify the market mechanisms we can use to achieve such 

goals. The goal that has been most talked about recently is the need to reduce carbon emissions 

from our electric generation sector. If, for example, the reduction of carbon emissions from 

electricity production is the goal that Pennsylvania seeks to achieve, there are several well-tested 
I 

market mechanisms to achieve this goal, many of which have been used to control other pollutants 

such as S02 and NOx. 

As a fully restructured state that is located within PJM, Pennsylvania is well-

situated to implement a market-based approach to carbon emission reduction in an economically 

and environmentally sound manner.6 Market mechanisms, such as setting a price on carbon or 

PJM has recently published a White Paper entitled Advancing Zero Emissions Objectives Through PJM's 
Energy Markets: A Review of Carbon Pricing Frameworks examining opportunities to implement carbon pricing on 
a regional and sub-regional basis. https ://www.pjm.com/~/media/library/reports-notices/special-reports/20170502-

advancing-zero-emission-objectives-through-pjms-energy-markets.ashx. This was recently followed by a PJM 
Opportunity Statement and Issue Charge on this topic. See, https://pjm.com/-/media/committees
groups/committees/mrc/20190425/20190425-item-04-carbon-pricing-problem-statement.ashx; https:/ /pjm.com/
/media/ committees-groups/ committees/mrc/201904 2 5120 1904 25-item-04-carbon-pricing-issue-charge.ashx. 
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establishing a cap and trade program such as by joining the Regional Greenhouse Gas Initiative 

(RGGI) are two possible approaches. In the long term, market mechanisms should result in the 

most efficient and least cost solutions to achieving our goals, as well as foster innovation. 

As I mentioned, RGGI is one such market mechanism that operates within PJM's 

footprint and is designed to limit carbon emissions from power plants. RGGI was launched in 

2009, after the original enactment of the AEPS in 2004. RGGI members include six New England 

states, New York, Delaware, and Maryland. New Jersey is in the process of re-entering RGG I and 

Virginia is in the process of joining RGGI. By 2020, four states in PJM that surround 

Pennsylvania, as well as New York in the NYISO, will be participating in RGGI. Most 

importantly, while joining RGGI would increase energy market prices paid by ratepayers in 

Pennsylvania, the proceeds from the auction of emission allowances are returned to the state and 

can be used for a number of purposes, including reducing ratepayer bill impacts, supporting energy 

efficiency or renewable resources, and supporting affected communities. This type of win-win 

solution should be the type of approach we should consider in meeting our environmental goals 

related to electricity production. 

It is possible that in the short term, market-based solutions such as a price on carbon 

or a cap and trade approach such as RGGI may not fully close the gap in ensuring that necessary 

resources are available to achieve our goals. Some resources may need further support for a period 

of time, or further technological development, in order to compete in wholesale competitive 

markets. Approaches such as need-based support for certain financially distressed units and 

enhanced portfolio standards that are targeted to closing the gap in market development for 

innovative resources or technology not supported yet by the markets may be needed. 
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In that instance, if we determine that, in the short term, some out of market subsidy 

is needed to further an identified and measureable goal that should be funded by utility ratepayers, 

some key principles and protections would include: 

• A requirement that a plant transparently show a clear financial need for a subsidy 
in order to continue operations before being awarded any subsidy; 

• A subsidy level that may bridge the gap between the cost of operation and 
competitive market price, is commensurate with the benefits desired, and not 
designed to result in windfall profits for the generation owners; 

• Regulatory oversight of the financial need and subsidy award; 

• A true up or reconciliation mechanism that can reflect changes in market prices; 

• A cap or limitation on the monthly bill impact for a customer; 

• A periodic review of the need and amount of the subsidy; 

• A more definitive sunset provision. 

These principles and consumer protections would be essential in any legislation that relies on out 

of market subsidies. 

I stand ready to work with this Committee, staff, members of the General Assembly and 

other stakeholders to craft a Bill that protects and benefits ratepayers, assists workers and 

communities, benefits the Commonwealth, and advances our energy goals for reliable, efficient, 

economic, environmentally sustainable, and diverse energy supply at reasonable prices. 

Respectfully, I cannot support House Bill 11 as the Bill does not achieve these goals and would 

harm ratepayers. I believe that using our market mechanisms, perhaps with some limited (both in 

time and amount), targeted and directed support where financial necessity can be shown to exist, 

is the means to best achieve these goals in the most cost-effective manner. 
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..,.. Pennsylvania - Energy Production 
(June 1, 2015- December 31, 2017) 

Amount of energy produced by Pennsylvania generation 
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CONSUMER ADVOCATE 

Customer Class 

Residential 

Commercial 

Industrial 

Other 

Total (First Year Impact) 

Total 

Pennsylvania Office of Consumer Advocate 
Customer Impact Analysis of House Bill 11 of 2019 

(Dollar Impact) 

Annual Impact RY 2019 Annual Impact Ceiling Annual Impact Floor 
Annual Usage (1) $6.96/MWh Tier III AEC $7.904/MWh Tier III $6.08/MWh Tier III 

(2) AEC (3) AEC (4) 
MWh (0.348 cents/kWh) (0.3952 cents/kWh) (0.304 cents/kWh) 

49,140,470 $171,008,836 $194,203,137 $149,387,029 

40,621,398 $141,362,465 $160,535,765 $123,489,050 

47,764,314 $166,219,813 $188,764,569 $145,203,515 

1,184,867 $4,123,337 $4,682,594 $3,601,996 

138,711,049 $482, 714,451 $548, 186,066 $421,681,589 

Six-year Impact RY 2019 Six-year Impact Ceiling Six-year Impact Floor 
(Based on Impact of Initial Six Year term) $2.90 billion $3.29 billion $2.53 billion 

( 1) MWh consumption, by class, is for Calendar Year 2017 and is the sum of sales, by class, for Pennsylvania's 11 electric utilities. Source: 
Pennsylvania Public Utility Commission, Electric Power Outlook for Pennsylvania 2017-2022, August 2018, p. 20, Table 6. To calculate Reporting 
Year costs, it was assumed that CY 2017 sales levels, by class, would remain unchanged. 

(2) Reporting Year (RY) is June 1 through May 31. $6.96/MWh Tier III AECs price based on calendar year 2018 Pennsylvania Tier I AEC forward 
prices for each week for reporting years 2019/2020, 2020/2021, and 2021/2022 as reported in Spectrometer Reports. 

(3) The Ceiling Price is calculated as 65% of $12.16, the weighted average price paid for Tier I AECs by Pennsylvania suppliers as reported in the 
Public Utility Commission's 2017 Annual Report of Alternative Energy Portfolio Standards Act of 2004, p. 43, Table 2. 
( 4) The Floor Price is calculated as 50% of $12.16, the weighted average price paid for Tier I AECs by Pennsylvania suppliers as reported in the 
Public Utility Commission's 2017 Annual Report of Alternative Energy Portfolio Standards Act of2004, p. 43, Table 2. 

May 2 2019 (268595) 
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Customer Information 

Average Residential Customer 

Small Commercial 
(Example: Convenience Store) 

Medium Commercial 
(Example: Big Box Retail) 

Large Hospital/Medium 
Manufacturer 

Industrial Customer/University 
Campus 

Pennsylvania Office of Consumer Advocate 
Customer Impact Analysis 
of House Bill 11 of 2019 

(Representative Customer By Class) 

Annual Impact RY 2019 Annual Impact Ceiling 
Annual Usage (1) $6.96/MWh Tier III $7.904/MWh Tier III 

kWh AEC (2) AEC (3) 
(0.348 cents/kWh) (5) (0.3952 cents/kWh) (5) 

10,200 $35 $40 

380,000 $1,322 $1,502 

1,000,000 $3,480 $3,952 

18,000,000 $62,640 $71,136 

200,000,000 $696,000 $790,400 

Annual Impact Floor 
$6.08/MWh Tier III 

AEC (4) 
(0.304 cents/kWh) (5) 

$31 

$1,155 

$3,040 

$54,720 

$608,000 

( l) The kWh amounts are representative of statewide average usage for the type of customer. Annual impact amounts are rounded. 

(2) Reporting Year (RY) is June l through May 31. $6.96 Tier III AECs price based on calendar year 2018 Pennsylvania Tier I AEC 
forward prices for each week for reporting years 2019/2020, 2020/2021, and 202112022 as reported in Spectrometer Reports. 

(3) The Ceiling Price is calculated as 65% of $12.16, the weighted average price paid for Tier I AECs by Pennsylvania suppliers as 
reported in the Public Utility Commission's 2017 Annual Report of Alternative Energy Portfolio Standards Act of 2004, p. 43, Table 2. 
( 4) The Floor Price is calculated as 50% of $12.16, the weighted average price paid for Tier I AECs by Pennsylvania suppliers as 
reported in the Public Utility Commission's 2017 Annual Report of Alternative Energy Portfolio Standards Act of 2004, p. 43, Table 2. 
(5) The cents per kWh figure is derived by assessing the Tier III AEC price on 50% of the annual usage. 

May I, 2019 (268511) 
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Customer Information (1) 
Average Residential Heating Customer 

(Duquesne, PECO, PPL) 

Annual Usage: 12,800 kWh 

Pennsylvania Office of Consumer Advocate 
Customer Impact Analysis of House Bill 11 of 2019 

(Residential Customer) 

Annual Impact Annual Impact Annual Impact 
RY 2019 (2) Ceiling (3) Floor (4) 

$45 $51 $39 

($3. 75/month) ($4.25/month) ($3.25/month) 

Average Residential Non-heating Customer 
$28 $32 $24 

(Duquesne, PECO, PPL) 
Annual Usage: 8,000 kWh ($2.33/month) ($2.67 /month) ($2.00/month) 

Average Residential Customer $38 $43 $33 
(MetEd, Penn Power, West Penn) 

Annual Usage: 10,850 kWh ($3.17/month) ($3.58/month) ($2. 75/month) 

Average Residential Customer $29 $33 $26 
(Penelec, UGI) 

Annual Usage: 8,450 kWh ($2.42/month) ($2. 75/month) ($2.17/month) 

(I) kWh amounts are representative of the average usage of the type of residential customer for the identified utility. Utilities 
were grouped based on comparable residential monthly usage and dollar figures are rounded for ease of presentation. 
(2) Reporting Year (RY) is June l through May 31. $6.96/MWh Tier III AECs price based on calendar year 2018 Pennsylvania 
Tier I AEC forward prices for each week for reporting years 2019/2020, 2020/2021, and 2021 /2022 as reported in Spectrometer 
Reports. 

(3) The Ceiling Price ($7.904/MWh) is calculated as 65% of$12.16, the weighted average price paid for Tier I AECs by 
Pennsylvania suppliers as reported in the Public Utility Commission's 2017 Annual Report of Alternative Energy Portfolio 
Standards Act of 2004, p. 43, Table 2. 

(4) The Floor Price ($6.08/MWh) is calculated as 50% of $12.16, the weighted average price paid for Tier I AECs by 
Pennsylvania suppliers as reported in the Public Utility Commission's 2017 Annual Report of Alternative Energy Portfolio 
Standards Act of 2004, p. 43, Table 2. 

May 2, 2019 (268564) 
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Section 7 Net Revenue •••••• 

Table 7-39 Nuclear unit surplus (shortfall) based on public data: 2008 through 2018 
ICAP Surf!lus (Shortfall) ($/MWh) 

(MW) 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
Beaver Valley 1,808 $26.1 $6.0 $10.1 $8.5 ($3.4) $1.4 $11.5 $2.9 ($0.8) $2.1 $11.5 

Braidwood 2,337 $24.7 $2.2 $6.0 $3.0 ($6.3) ($2.6) $7.0 ($1.5) ($3.6) ($2.0) $3.5 
Byron 2,300 $24.2 ($1.5) $3.0 ($0.9) ($9.5) ($3.7) $4.7 ($6.5) ($10.0) ($3.2) $3.3 
Calvert Cliffs 1,708 $60.1 $20.3 $28.1 $17.6 $4.2 $14.1 $31 .1 $13.7 $6.7 $5.6 $13.9 

Cook 2,069 $28.9 $6.7 $11.0 $8.4 ($3.7) $1.3 $10.1 $2.4 ($1.0) $1.1 $6.6 

Davis Besse 894 NA NA NA NA ($13.4) ($7.0) $6.4 ($1.9) ($4.8) ($8.9) ($22) 

Dresden 1,797 $25.4 $2.8 $7.2 $4.1 ($5.4) ($1.1) $8.9 ($0.0) ($2.0) ($0.6) $4.6 

Hoee Creek 1,172 $53.5 $16.6 $24.1 $16.5 $2.2 $11.9 $25.6 $5.9 ($2.7) $0.9 $9.5 
LaSalle 2,271 $24.6 $2.2 $6.0 $3 .0 ($6.2) ($1.9) $7.5 ($1.2) ($3.9) ($2.3) $3.6 

Limerick 2,242 $53.7 $16.7 $24.3 $16.3 $2.3 $11 .7 $25.3 $6.1 ($2.6) $1.1 $9.7 

North Anna 1,892 $51 .8 $14.4 $25.1 $16.5 $0.1 $5.7 $23.0 $10.6 $2.6 $4.3 $13.6 
Oyster Creek 608 $47.1 $8.0 $15.4 $6.8 ($8.5) $2.7 $16.0 ($5.1) ($11.9) ($10.2) ($1.1) 

Peach Bottom 2,347 $53.3 $16.5 $23.7 $15.8 $2.0 $11.8 $25.1 $5.4 ($2.9) $0.8 $9.2 
Perry 1,240 NA NA NA NA ($13.4) ($6.4) $5.3 ($1.0) ($4.7) ($7.9) $0.6 
Quad Cities 1,819 $23.9 ($0.7) $2.0 ($2.2) ($13.4) ($7.0) $0.3 ($8.0) ($9.9) ($3.9) $1 .9 

Salem 2,328 $53.6 $16.7 $24.0 $16.5 $2.2 $11.8 $25.5 $5.8 ($2.8) $0.8 $9.5 
Surry 1,676 $48.6 $13.5 $23.8 $16.0 ($0.2) $5.1 $21.4 $10.4 $2.2 $4.1 $13.6 

Susquehanna 2,520 $46.6 $14.8 $22.0 $15.8 $1 .1 $10.6 $24.2 $5.9 ($2.3) $12 $7.6 
Three Mile Island 803 $40.5 $6.1 $12.9 $4.2 ($9.9) $0.4 $13.3 ($7.2) ($12.7) ($10.6) ($4.9) 

In order to evaluate the expected viability of nuclear plants, analysis was performed based on forward energy 
market prices for 2019, 2020 and 2021 and known capacity market prices for 2019, 2020 and 2021. The purpose of 
the forward analysis is to evaluate whether current forward prices are consistent with nuclear plants covering their 
annual avoidable costs over the next three years. While the forward capacity market prices are known, actual energy 
prices will vary from forward values. 

Table 7-40 shows P JM energy prices (LMP), capacity prices (BRA), and annual fuel, operating and capital expenditures 
for the 2019 through 2021 period. The LMPs are based on forward prices with a basis adjustment for the specific 
plant locations.51 Forward prices are as of January 2, 2019. The capacity prices are known based on PJM capacity 
auction results. 

Table 7-40 Forward prices in PJM energy and capacity markets and annual costs54 

Average Forward LMP BRA Capacity Price 2017 NEI Costs 

ICAP ---'-----"($""/M.;.;.W;.;.h;.;.:;l _______ ----"($;.:./;.;..;M.;..;W""h)'--------'-'($'""/M"'W..;.;h""-)---
(MW) 2019 2020 2021 2022 2019 2020 2021 Fuel Ooeratina Caoital 

Beaver Valley 1,808 $34.32 $33.37 $31.58 $30.38 $5.25 $3.57 $4.69 $6.44 $18.46 $5.99 
Braidwood 2,337 $27.29 $26.53 $25.13 $24.12 $8.59 $8.03 $7.95 $6.44 $18.46 $5.99 
Byron 2,300 $27.27 $26.51 $25.11 $24.10 $8.59 $8.03 $7.95 $6.44 $18.46 $5.99 
Calvert Cliffs 1,708 $34.61 $33 .88 $32.07 $30.81 $5.26 $3.80 $4.86 $6.44 $18.46 $5.99 
Cook 2,069 $30.93 $29.94 $28.36 $27.22 $5.25 $3.57 $4.69 $6.44 $18.46 $5.99 
Davis Besse 894 $33.44 $32.39 $30.69 $29.47 $5.25 $3 .57 $5.45 $6.42 $27.32 $8.92 
Dresden 1,797 $28.33 $27.52 $26.07 $25.03 $8.59 $8.03 $7.95 $6.44 $18.46 $5.99 

Hope Creek 1,172 $29.69 $29.27 $27.69 $26.60 $6.77 $6.59 $7.23 $6.44 $18.46 $5.99 

LaSalle 2,271 $27.29 $26.53 $25.1 3 $24.12 $8.59 $8.03 $7.95 $6.44 $18.46 $5.99 

Limerick 2,242 $29.77 $29.33 $27.74 $26.66 $6.77 $6.59 $7.23 $6.44 $18.46 $5.99 

North Anna 1,892 $34.19 $33.46 $31.67 $30.43 $5.25 $3.57 $4.69 $6.44 $18.46 $5.99 
Peach Bottom 2,347 $29.56 $29.13 $27.56 $26.48 $6.77 $6.59 $7.23 $6.44 $18.46 $5.99 
Perry 1,240 $34.88 $34.02 $32.21 $30.95 $5.25 $3 .57 $5.45 $6.42 $27.32 $8.92 
Quad Cities 1,819 $25.86 $25.18 $23.84 $22.88 $8.59 $8.03 $7.95 $6.44 $18.46 $5.99 
Salem 2,328 $29.67 $29.24 $27 .66 $26.58 $6.77 $6.59 $7.23 $6.44 $18.46 $5.99 
Surry 1,676 $34.03 $33.29 $31.52 $30.28 $5.25 $3.57 $4.69 $6.44 $18.46 $5.99 

Susquehanna 2,520 $29.06 $28.66 $27.09 $26.05 $5.25 $3.80 $4.86 $6.44 $18.46 $5.99 
Three Mile Island 803 $28.51 $28.12 $26.60 $25.56 . $5.25 $3.80 $4.86 $6.42 $27.32 $8.92 

53 Forward prices on January 2, 2019. Forward prices are reported for PJM trading hubs which are adjusted to reflect the historical differences betwetn prices at the trading hub and prices at the relevant plant 
locations. The basis adjustment is based on 2018 data. 

54 Oyster Creek retired September 17, 2018. Exelon. •oyster Creek Generating Station Retires from Service,R (September 17, 2018) <http :f/www.exelunrurp.com/newsruom/uyster-cree k-retires>. 
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Table 7-41 show the surplus or shortfall that would be 
received net of avoidable costs and incremental capital 
expenditures by year, based on forward prices, for the 
2018 through 2021 period, on a per MWh basis. The fuel 
and operating costs are the 2017 NEI fuel, operating, 
and capital costs. Table 7-42 shows the total dollar 
surplus or shortfall and adjusts energy revenues and 
operating costs using the annual class average capacity 
factor. Based on forward prices for energy and known 
forward prices for capacity, all but three nuclear plants 
would cover their annual avoidable costs on average 
over the next three years (2019 through 2021) . The three 
plants are Davis Besse, Perry, and Three Mile Island. In 
May 2017, 1MI requested deactivation in 2019. In March 
2018, Davis Besse and Perry requested deactivation in 
2021. All three plants are single unit sites which have 
higher operating costs per MWh than multiple unit 
plants. The three plants together are 2,937 MW. 

Table 7-41 Nuclear unit forward annual surplus 
(shortfall) in $/MWh55 

Sur~lus (Shortfall) ($/MWh) 

2019 2020 2021 
Beaver Valley $8.68 $6.05 $5.39 
Braidwood $4.99 $3.67 $2.19 
Byron $4.97 $3.65 $2.18 
Calvert Cliffs $8.97 $6.79 $6.03 
Cook $5.29 $2.61 $2.16 
Davis Besse ($3.97) ($6.70) ($6.52) 
Dresden $6.03 $4.66 $3.14 

Hoee Creek $5.57 $4.97 $4.03 

LaSalle $4.99 $3 .67 $2.19 

Limerick $5.65 $5.03 $4.08 
North Anna $8.55 $6.14 $5.48 
Peach Bottom $5.44 $4.83 $3.90 
Perry ($2.53) ($5.07) ($5.00) 

Quad Cities $3.56 $2.32 $0.90 
Salem $5.55 $4.95 $4.00 
Surry $8.39 $5.97 $5.32 
Susquehanna $3.41 $1.56 $1.06 
Three Mile Island ($8.91) ($10.74) ($11.20) 

55 Oyster Creek retired September 17, 2018. Exelon. •oyster Creek Generating Station Retires from 
Service," (September 17, 2018) <http://www.exeluncorp.com/newsroom/uysler-rn:•ek-rl:'tlres>. 
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Table 7-42 Nuclear unit forward annual surplus 
(shortfall) ($ in millions}56 

Surplus (Shortfall) 
($ in millions) 

2019 2020 2021 

Beaver Valley $134.3 $93.5 $84.7 

Braidwood $106.4 $80.3 $51.7 

Byron $104.3 $78.6 $50.6 

Calvert Cliffs $131 .0 $99.0 $89.3 

Cook $95.8 $48.4 $41.9 

Davis Besse ($26.9) ($47.8) ($45.6) 

Dresden $97.3 $76.4 $53.8 

Hope Creek $57.9 $52.0 $43.3 

LaSalle $103.5 $78.0 $50.2 

Limerick $112.2 $100.5 $83.8 

North Anna $138.6 $99.3 $90.0 
Peach Bottom $113.4 $101.5 $84.1 
Perry ($22.6) ($49.6) ($47.8) 

Quad Cities $61.3 $42.2 $20.9 

Salem $114.6 $102.8 $85.5 

Surry $120.5 $85.6 $77.6 

Susquehanna $77.7 $37.4 $28.2 

Three Mile Island ($56.9) ($69.6) ($72.3) 

Units At Risk 

The definition of units at risk of retirement is units that 
are not expected to recover their avoidable costs from 
the market. 

Unit revenues are a combination of energy and ancillary 
service revenues and capacity market revenues. Units 
that fail to recover and are expected to continue to fail 
to recover avoidable costs from total market revenues, 
including capacity market revenues, are at risk of 
retirement particularly if the results are expected to 
continue.57 Units that failed to clear the most recent 
capacity auction(s) are at increased risk of retirement if 
this result is outside the control of the plant owner and 
is expected to continue. The profile of coal and nuclear 
units that are not expected to cover their going forward 
costs over the next three years is shown in Table 7-43.58 

59 These units are considered at risk ofretirement.60 

The analysis of coal units compares expected energy and 
capacity market revenues to ACR values and exclude 
APIR over the period 2019-2021. Bus level forward LMPs 
are based on forward prices with a basis adjustment for 

56 Oyster Creek retired 51:'.ptember 17, 2018. Exelon. "Oyster Creek Generating Station Reti res from 
Service,· (September 17, 2018) <http://www.excloncorp.com/newsroom/oyster-rreek-rerires:> . 

57 FRR coal units, external coal units, and coal units that have either already started the deactivation 
process or requested deactivation review are excluded from the at risk analysis.. 

58 Avoidable costs for coal units are ACR values and exclude APIR. 
59 For nuclear units, avoidable costs consist of fuel costs, operating costs, and capital expenditures. 
60 Units expected to continue operations for reasons not directly related to market prices are not 

considered at risk of retirement. 
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PENNSYLVANIA OFFICE OF 

CONSUMER ADVOCATE 

Plant 

Limerick 

(2,277 MW) 

Peach Bottom 

(2,785 MW) 

Three Mile Island 

(981 MW) 

Beaver Valley 

(1 ,847 MW) 

Susquehanna 

(2,596 MW) 

Pennsylvania Office of Consumer Advocate 
House Bill 11 of2019 

Plant Net Revenue Analysis 
(Initial Year Price) 

Annual Generation at MMU2019Net 
Proposed Tier lII 

Surplus (Shortfall) after 
AEC Initial Year Price (3) 

77% Capacity Factor (1) Revenue Surplus or HBll Subsidy (4) 
(mWh) (Shortfall)(2) $6.96/mWh 

15,358,820 $112,200,000 $106,897,387 $219,097,387 

18,782,684 $113,400,000 $130, 727,481 $244,127,481 

6,615,692 ($56,900,000) $46,045,216 ($10,854,784) 

Exelon Subtotal $283,670,084 $452,370,084 

12,457,035 $134,300,000 $86,700,964 $221,000,964 

First Energy Subtotal $86,700,964 $221,000,964 

17,510,539 $77,700,000 $121,873,351 $199,573,351 

Talen Subtotal $121,873,351 $199,573,351 

(1) Annual generation is calculated using nameplate capacity taken from the U.S. Department of Energy, Energy Information Administration, 2017 Form EIA-860 data, 
Schedule 3, Generator Data at the capacity factor specified in the proposed legislation (77%). 

(2) Monitoring Analytics, LLC, PJM 2018 State of the Market Report, Table 7-42, "Nuclear Unit Forward Annual Surplus (Shortfall)," p.352 .. 

(3) Reporting Year (RY) is June I through May 31. $6.96/MWh Tier Ill AECs price based on calendar year 2018 Pennsylvania Tier I AEC forward prices for each week 
for reporting years 2019/2020, 2020/2021 , and 2021/2022 as reported in Spectrometer Reports. 

(4) Surplus (Shortfall) is calculated as follows: MMU 2019 Net Revenue + Proposed Tier Ill AEC lnitial Year Price. 

May I, 20 19 (271491 ) 
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PENNSYLVANIA OFFICE OF 

CONSUMER ADVOCATE 

Plant 

Limerick 

(2,277 MW) 

Peach Bottom 

(2,785 MW) 

Three Mile Island 

(981 MW) 

Beaver Valley 

(1,847 MW) 

Susquehanna 

(2,596 MW) 

Pennsylvania Office of Consumer Advocate 
House Bill 11 of 2019 

Annual Generation at 
77% Capacity Factor (I) 

(mWh) 

15,358,820 

18,782,684 

6,615,692 

12,457,035 

17,510,539 

Plant Net Revenue Analysis 
(Ceiling Price) 

MMU 2019Net 
Proposed Tier III 

Revenue Surplus or 
Revenue Ceiling (3) 

(Shortfa11)(2) $7.904/mWh 

$112,200,000 $121 ,396,113 

$113,400,000 $148,458,334 

($56,900,000) $52,290,430 

Exelon Subtotal $322, 144,877 

$134,300,000 $98,460,405 

First Energy Subtotal $98,460,405 

$77,700,000 $138,403,300 

Talen Subtotal $138,403,300 

Surplus (Shortfall) after 
HBl 1 Subsidy (4) 

$233 ,596,113 

$261 ,858,334 

($4,609,570) 

$490,844,877 

$232,760,405 

$232, 760,405 

$216,103,300 

$216,103,300 

I 

(I) Annual generation is calculated using nameplate capacity taken from the U.S. Department of Energy, Energy Information Administration, 2017 Form EIA-860 data, 
Schedule 3, Generator Data at the capacity factor specified in the proposed legislation (77%). 

(2) Monitoring Analytics, LLC, PJM 2018 State of the Market Report, Table 7-42, "Nuclear Unit Forward Annual Surplus (Shortfall)," p.352. 

(3) The Ceiling Price is calculated as 65% of $12 .16, the weighted average price paid for Tier I AECs by Pennsylvania suppliers as reported in the Public Utility Commiss ion's 
2017 Annual Report of Alternative Energy Portfolio Standards Act of2004 , p. 43, Table 2. 

(4) Surplus (Shortfall) is calculated as follows: MMU 2019 Net Revenue + Proposed Tier Ill Revenue Ceiling. 

May I, 2019 (271487) 
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PENNSYLVANIA OFFICE OF 

CONSUMER ADVOCATE 

Plant 

Limerick 

(2,277 MW) 

Peach Bottom 

(2,785 MW) 

Three Mile Island 

(981 MW) 

Beaver Valley 

(1,847 MW) 

Susquehanna 

(2,596 MW) 

Pennsylvania Office of Consumer Advocate 
House Bill 11 of 2019 

Plant Net Revenue Analysis 
(Floor Price) 

Annual Generation at MMU 2019 Net 
Proposed Tier III 

Surplus (Shortfall) after 
77% Capacity Factor (I) Revenue Surplus or 

Revenue Floor (3) 
HBl 1 Subsidy (4) 

(mWh) (Shortfall)(2) $6.08/mWh 

15,358,820 $112,200,000 $93 ,381,626 $205,581 ,626 

18,782,684 $113 ,400,000 $114,198,719 $227,598,719 

6,615,692 ($56,900,000) $40,223 ,407 ($16,676,593) 

Exelon Subtotal $247,803,752 $416,503,752 

12,457,035 $134,300,000 $75,738,773 $210,038,773 

First Energy Subtotal $75,738,773 $210,038,773 

17,510,539 $77,700,000 $106,464,077 $184,164,077 

Talen Subtotal $106,464,077 $184,164,077 

(I) Annual generation is calculated using nameplate capacity taken from the U.S. Department of Energy, Energy Information Administration, 2017 Form EIA-860 data, 
Schedule 3, Generator Data at the capacity factor specified in the proposed legislation (77%). 

(2) Monitoring Analytics, LLC, PJM 2018 State of the Market Report, Table 7-42, "Nuclear Unit Forward Annual Surplus (Shortfall)," p.352. 

(3) The Floor Price is calculated as 50% of$12 .16, the weighted average price paid for Tier I AECs by Pennsylvania suppliers as reported in the Public Utility Commission's 
2017 Annual Report of Alternative Energy Portfolio Standards Act of2004, p. 43, Table 2. 

(4) Surplus (Shortfall) is calculated as follows: MMU 2019 Net Revenue + Proposed Tier III Revenue Floor. 

May I, 2019 (27 1489) 
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Metropolitan Edison Company 

Docket No. R-0097 4008 

Report on Actual Net Divestiture 
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January 31, 2000 



• •• • 
Metropolitan Edison Company 

Stranded Costs and Adjustments 
Summary 

Stranded 
:-

Line Cost Balance Adjustments Sch. Adjusted Phase 2 Sch. Phase 2 

~ Description Eer Selllemeol PCiQC to Ebase 2 ~ Balance Adjustments No.. Bala ace 
(1) (2) (3) = (1} + (2) (4) (5) = (3) + (4) 

ELECTRIC PLANT 
1 Fossil $ (385.410,000) $ - $ (385,410,000) $ 67,874,353 4 $ (317,535,647} 
2 Nuclear 221,630,000 - 221,630,000 54,101,110 5 275,731,110~ 

3 Total plant $ (163, 780,000) $ - $ (163,780,000) $ 121,975,463 $ (41,804,537 

NON PLANT 
4 Regulatory assets $ 50,480,000 $ - $ 50,480,000 $ 37,892,200 6 $ 88,372,200 

5 NUG deferrals 1997 -98 24,010,000 (2,442,976) 1 21,567,024 - 21,567,024 

6 NUG buyouts 127,870,000 11,800,454 2 139,670,454 - 139,670,454 

7 Decommissioning TMl-1 29,200,000 (1,505,493) 3 27,694,507 44,420,766 7 72,115,273 
8 Decommissioning TMl-2 74, 190,000 ~4.318,518) 3 69,871,482 . 69,871,482 

9 Total non-plant $ 305, 750,000 $ 3,533,467 $ 309,283,467 $ 82,312,966 $ 391,596,433 

10 TOTAL Non-NUG Stranded Costs $ 141,970,000 $ 3,533,467 $ 145,503,467 $ 204,288,429 $ 349, 791,896 

ESTIMATED OFFSETS • 11 TMl-1 Contingency Payments - NPV@ 1/1/99 (A) 8 22,260,519 

12 Non-NUG Stranded Costs To Be Recovered Through CTC $ 327,531,376 

.-
13 Operating NUGS $ 516, 170,000 $ 177,853,893 9 $ 694,023,893 $ $ 694,023,893 

Page 1 
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Metropolitan Edison Company 
Stranded Cost Adjustments 

TMl-1 
Schedule 5 

• 
To i;1djust the estimated stranded costs used in the Settlement from the sale of TMl-1 to the actual stranded costs. 

Line 

Na.. 

1 

2 
3 
4 
5 

6 

tp 
9 

10 
11 
12 
13 

14 

15 

16 

17 

• 

Description TMI (A) 
(1) (2) (3) 

Estimated net proceeds per settlement 

Actual net proceeds from sale: 
Plant sales price $ (11,500,000) 
Net effect of nuclear fuel payment 2,653,891 
Total proceeds $ (8,846, 109) 
Adjustments to sales price for turbine repairs 2,500,000 

Adjusted sales price $ (6,346, 109) 
Book value of assets sold: 

M&S Inventory · · · ' 1· .. . · $ 14,932,974 
Plant 448,490,281 
Accumulated depreciation (188,939,886) 

Net book value $ 274,483,369 
DOE decontamination & decommissioning .(B) 7,408,897 
Transaction costs(Non-employee) 723,280 
Employee related transaction costs (C) 3,640,000 

Total offsets to proceeds 286,255,546 

Phase 2 Stranded Costs (line 14 - line 6) $ 277,409,437 

Retail allocation (line 18 x 99.395%) 

Adjustment (line 16 - line 1) 

{A) No future payments from Amergen for market price adjustments are included. These are 
treated as CTC revenues when received. NPV amounts are estimated at $22 million. 

Total 
(4) 

$ 221,630,000 

. ·' 

275,731,110 

$ 54,101,110 

(8) The 1992 Energy Policy Act established annual assessments on utilities owning nuclear plants to provide for 
funding for decontamination and decommissioning of DOE nuclear facilities ("DOE D&D"). The Act further 
required that for ratemaking purposes these charges be treated as a fuel expense. This liability has not been 
assumed by the buyer . 

(C) Includes an estimated amount of $3,213,000 for employee severence 

Page7 
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Pennsylvania Electric Company 

Docket No. R-0097 4009 

Report on Actual Net Divestiture 

DOCUMENT 
FOLDER . 

• Proceeds and Reconciliation of Stranded Costs 

• January 31, 2000 
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• 
• 

Pennsylvania Electric Company 
Stranded Cost Adjustments 

TMl-1 
Schedule 4 

• 
To adjust the estimated stranded costs used in the Settlement from the sale of TMl-1 to the actual stranded costs. · 

l_ine 
~ 

1 

2 
3 
4 

5 

6 

' 10 
11 
12 
:\3 

14 

15 

16 

17 

Descciplion TMl(A) Total 

(1) (2) (3) (4) 

Estimated stranded costs per settlement $ 105,480,000 

Actual net proceeds from sale: 

Plant sales price $ (5. 750,000) 
Net effect of nuclear fuel payment 1.316,823 
Total proceeds $ (4,433, 177) 

Adjustments to sales price $ 1,250,000 

Adjusted sales price (3, 183, 177) 

Book value of assets sold: 
M&S inventory $ 7,469,884 
Plant 225,288;802 .. 
Accumulated depreciation (105,597,493) 

Net book value $ 127,161,193 
DOE ~econtamination & decommissioning {B) 3,704,449 
Transaction costs{non-emptoyee) 361,640 
Employee related transaction costs (C) 1,820,750 

Total otrsets to proceeds 133,048,032 

Phase 2 Stranded Costs (line 14 - line 6) $ 128,614,855 

Retail allocation at 93.919% 120,793,785 

Adjustment (line 16 - line 1) $ 15,313,785 

(A) No future payments from Amergen for market price adjustments are included. These are treated as CTC 
revenues when received. NPV amounts are estimated at $11.2 million. 

(B) The 1992 Energy Policy Act established annual assessments on utilities owning nuclear plants to provide for 
funding for decontamination and decommissioning of-DOE nuclear facilities ("DOE D&D"). The Act further 
required that for ratemaking purposes these charges be treated as a fuel expense. This liability has not been 
assumed by the buyer. 

• (C) Includes an estimated amount of $1,606,500 for employee severence 
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