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Aida Camacho-Welch, Secretary

Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314

Trenton, New Jersey 08625-0350

€ SozN
? O'CONNOR 7717/ ..

APennsylvaniayP}dfe‘ssiona‘l"COrppra‘tibn' :

Michael J. Connolly . |
Direct Phone  973-200,7412
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mconnolly@cozen.com

Re: In the Matter of the Verified Petition of Jersey Central Power and
Light Company for Approval of the Sale and Conveyance of Certain
Portions of its Property in South Brunswick Township, Middlesex County,
New Jersey and the Transfer of a Certain License in Connection Therewith

Pursuant to N.J.S.A. 48:3-7 and N.J.A.C. 14:1-5.6
BPU Docket. No. EM19030357

Dear Secretary Camacho-Welch:

On behalf of Jersey Central Power & Light Company (“JCP&L” or the “Company’”),

enclosed for filing in the above-referenced matter are the original and 11 copies of

JCP&L'’s reply to the comment letter (“Comment Letter’) submitted by the Division of

Rate Counsel (“Rate Counsel’) to the New Jersey Board of Public Utilities (the “Board”

or “BPU") on July 15, 2019 in this proceeding regarding JCP&L's petition for approval (the

“Petition”) of the sale (the “Sale”) of its South Brunswick property (the “South Brunswick

Property”) to the winning bidder (the “Buyer”) for a purchase price Seven Million, Five

Hundred Thousand, and Eighteen Dollars ($7,500,018.00) (“Purchase Price”).

The Company appreciates that the Rate Counsel Comment Letter finds the

Company’s proposed sale of the South Brunswick Property, including the reserving of
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easements under the Purchase and Sale Agreement (the “PSA") and the Board’s
approval of the Sale under N.J.S.A. 48:3-7 and N.J.A.C. 14:1-5.6, to be “in accordance
with the requirements of BPU regulations.” Comment Letter at p.4. The Rate Counsel
Comment Letter (i) recognizes that “rate treatment of the sale’s proceeds will be
determined by FERC” (Comment Letter at p. 3), and (ii) reserves Rate Counsel’s “right in
proceedings before [Federal Energy Regulatory Commission (“FERC")] concerning the

rate treatment of the sale proceeds” (id.).

The Company agrees with the Comment Letter observation that FERC is the
appropriate jurisdiction for addressing the rate treatment of the sales proceeds.
Therefore, the Company does not object to Rate Counsel's reservation of rights with
respect to an appropriate proceeding concerning the rate treatment of the South
Brunswick Property sale proceeds before FERC where Rate Counsel's “reservation” will
be controlled by FERC's rules and regulations. However, the Rate Counsel Comment
Letter request that “the Board order JCP&L to treat the gains from the sale of the property
as a regulatory liability that can be addressed in the next stated rate case before FERC"
(id.) is both unnecessary and inappropriate because it is FERC’s accounting rules and
jurisdiction — and not the Board’s — that control the need for, and the definition of, a

FERC-jurisdictional regulatory liability.

The Rate Counsel Comment Letter request is unnecessary and inappropriate
because, as noted above, it is FERC's rules and regulations that govern the treatment of
the FERC-jurisdictional land sale. The Board does not have jurisdiction to create

regulatory liabilities relative to utility plant, property and equipment that is classified as
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transmission for ratemaking purposes. This is the case for the sales proceeds for the
South Brunswick Property the ratemaking for which is under the jurisdiction of FERC,
which Rate Counsel concedes. Under the Federal Power Act, FERC has ratemaking

jurisdiction over the JCP&L transmission property being sold. See 16 U.S.C. § 824d.

The Company explained during discovery that: (i} the South Brunswick Property is
FERC-jurisdictional transmission-related property and has been and remains part of the
Company's transmission rate base since the transmission line was placed into service in
1981 (in FERC Account 101 (Electric Plant in Service));! (ii) between 1973, when it was
acquired, and 1981, when the transmission line was placed in service, the South
Brunswick Property was held in a non-rate base account (in FERC Account 107
{(Construction work in progress - Electric));? (iii) the accounting for the sale of the South
Brunswick Property would be in accordance with applicable federal regulations (i.e., the
Uniform System of Accounts), including the gains from the sale of the South Brunswick
Property (see 18 C.F.R. pt. 101 (2018) (Electric Plant Instruction 7 (Land and Land Rights)
subsection E}), which provides that gains from the sale of any land held in Account 101
are recorded in Account 421.1 (Gain on Distribution of Property));® and (iv) as a result,

the gains are assignable to shareholders, not ratepayers.*

The Rate Counsel Comment Letter says that Rate Counsel is not convinced that

the Company’s classification of, or accounting treatment for, the South Brunswick

' Company's response to RCR-13.

2 Company'’s response to RCR-14.

® Company's response to RCR-16 and S-ENG-3.
4 ﬁ
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F’roperty (as described in discovery and about which Rate Counsel does not take any
issue) is sufficient justification to permanently deny ratepayers entitiement to, or bar them
from, a share in the gains from the sale. Comment Letter at p. 3. Presumably, this is why
Rate Counsel has reserved its rights to address these concerns at FERC (id.), as it is
entitled to do. But Rate Counsel provides no legal support for taking its concerns a
significant step further in asserting that in order to “properly reserve this issue for final
review at FERC” the Board must, effectively, interfere with FERC's exclusive ratemaking
authority relative to transmission by creating a regulatory liability for the proceeds from
the sale of a FERC-related transmission asset (i.e., in this case, the South Brunswick
Property). The extra-jurisdictional relief Rate Counsel seeks from the Board is

unsupported and inappropriate and should be rejected by the Board.

Conclusion

For the foregoing reasons, the Rate Counsel Comment Letter's requested
condition for creation of a regulatory liability should be rejected as beyond the Board's
jurisdiction and unsupported, unnecessary and/or inconsistent with the Board’s approach
to the review and approval of utility property sales under N.J.S.A. 48:3-7 and N.J.A.C.

14:1-5.6.

For purposes of clarity, the Company also asks the Board to consider as filed: (i)
the Appraisal, which was referred to as Appendix D in the Petition and provided as an
attachment to the Company’s response to RCR-1 Confidential; and (iii) the pro-forma
journal entries, which were referred to as Appendix E in the Petition and provided as an

attachment to the Company’s response to RCR-2.
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Kindly stamp one of the enclosed copies as “filed” and return to the undersigned

using the enclosed self-addressed stamped envelope. Thank you in advance for your

cooperation.
Respectfully submitted,
/‘%k{mﬂ “’__‘"i////
COZEN O'CONNOR
By: Michael J. Connolly
MJICILG

cc.  (wlenc.: Service List as indicated)
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JERSEY CENTRAL POWER & LIGHT COMPANY

In the Matter of the Verified Petition of Jersey Central Power & Light Company For Approval of the Sale and Conveyance
of Certain Portions of its Property in South Brunswick Township, Middlesex County, New Jersey and the Transfer of a
Certain License in Connection Therewith Pursuant to N.J.S.A. 48:3-7 and N.JA.C. 14:1-5.6.
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JCP&L

Mark A. Mader, Director

New Jersey Rates

Jersey Central Power & Light
Company

300 Madison Avenue

P.O.Box 1911

Morristown, New Jersey 07960
(973) 401-8199
mamader@firstenergycorp.com

JCP&L

Thomas R. Donadio

Rates & Regulatory Affairs
Jersey Central Power & Light
Company

300 Madison Avenue

P.O.Box 1911

Morristown, New Jersey 07960
(973)401-8534
tdonadio@firstenergycorp.com

JCP&L

Joshua E. Levin

FirstEnergy Service Company
76 S. Main Street

Akron, OH 44308

(330) 384-5690
jlevin@firstenergycorp.com

JCP&L

James E. O’Toole

Jersey Central Power & Light
Company

300 Madison Avenue

P.O. Box 1911

Morristown, New Jersey 07960
(973) 401-8296
jotoole@firstenergycorp.com

JCP&L

Michael M. Espinoza

Jersey Central Power & Light
Company

300 Madison Avenue

P.O. Box 1911

Morristown, New Jersey 07960
(973) 401-8522
mmespinoza@firstenergycorp.com

JCP&L

Michelle D. Plum
FirstEnergy Service Company
5001 NASA Blvd.

Fairmont, WV 26554
(304)534-7953
mplum@firstenergycorp.com

JCP&L

Lauren Lepkoski, Esq.
FirstEnergy Service

Company

2800 Pottsville Pike

Reading, Pennsylvania 19601
(610) 921-6203
llepkoski@firstenergycorp.com

JCP&L

Michael Connolly, Esq.
Cozen O’Connor

One Gateway Center
Suite 2600

Newark, NJ 07102
973-200-7412
mconnolly@cozen.com

JCP&L

Gregory Eisenstark, Esq.
Cozen O’Connor

One Gateway Center
Suite 2600

Newark, NJ 07102
973-200-7411
geisenstark(@cozen.com

JCP&L

Nikhil Rao, Esq.

FirstEnergy Service Company
76 S. Main Street

Akron, OH 44308

(330) 384-2422
pnrao@firstenergycorp.com

BPU

Office of Secretary

New Jersey Board of Public Utilities
Attn: Aida Camacho

44 South Clinton Street, 9th Floor
PO Box 350

Trenton, New Jersey 08625-0350
aida.camacho@bpu.nj.gov

BPU

Paul Flanagan

Executive Director

NJ Board of Public Utilities

44 South Clinton Avenue, 10th floor
PO Box 350

Trenton, NJ 08625-0350
paul.flanagan@bpu.nj.gov
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Stacy Peterson, Director

Division of Energy

Board of Public Utilities

Division of Energy

44 South Clinton Avenue,9" Floor
P.O. Box 350

Trenton, NJ 08625-0350
Stacy.Peterson@bpu.nj.gov

BPU

Tom Walker, Director

Office of State Energy Services
Board of Public Utilities

Division of Energy

44 South Clinton Avenue,9" Floor
P.O. Box 350

Trenton, NJ 08625-0350
thomas.walker@bpu.nj.gov

BPU

Carol Artale, Esq.,

Acting Chief Counsel

Division of Energy

Board of Public Utilities

Division of Energy

44 South Clinton Avenue,9" Floor
P.O. Box 350

Trenton, NJ 08625-0350
Carol.Artale@bpu.nj.gov

BPU

Sri Medicherla

NJ Board of Public Utilities

Legal Specialist

44 South Clinton Avenue, 10™ floor
P.O. Box 350

Trenton, NJ 08625-0350
Sri.Medicherla@bpu.nj.gov

BPU

Andrea Hart

NIJ Board of Public Utilities

Legal Specialist

44 South Clinton Avenue, 10" floor
P.O. Box 350

Trenton, NJ 08625-0350
Andrea.Hart@bpu.nj.gov

BPU

Christopher Oprysk

NJ Board of Public Utilities
Division of Energy

44 South Clinton Ave

P.O. Box 350

Trenton, NJ 08625
Christopher.Oprysk@bpu.nj.gov

BPU

David Brown

NJ Board of Public Utilities

Legal Specialist

44 South Clinton Avenue, 10" floor
P.O.Box 350

Trenton, NJ 08625-0350
David.Brown@bpu.nj.gov

DAG

Caroline Vachier

Deputy Attorney General
Division of Law, Public Utilities
124 Halsey Street

P.O. Box 45029

Newark, NJ 07101
Caroline.Vachier@law.njoag.gov

DAG

Geoffrey Gersten

Deputy Attorney General
Division of Law, Public Utilities
124 Halsey Street

P.O. Box 45029

Newark, NJ 07101
Geoffrey.Gersten@law.njoag.gov

DAG

Renee Greenberg

Deputy Attorney General
Division of Law, Public Utilities
124 Halsey Street

P.O. Box 45029

Newark, NJ 07101
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Stephanie Brand, Esq.
Division of Rate Counsel

140 East Front Street, 4™ Floor
P.O. Box 003
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(609) 984-1460

sbrand@rpa.nj.gov
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Brian O. Lipman, Esq.
Division of Rate Counsel

140 East Front Street, 4™ Floor
P.O. Box 003

Trenton, NJ 08625

(609) 984-1460
blipman@rpa.nj.gov

Rate Counsel

Ami Morita, Esq.

Division of Rate Counsel

140 East Front Street, 4™ Floor
P.O. Box 003

Trenton, NJ 08625

(609) 984-1460
amorita@rpa.nj.gov

Rate Counsel ;

James W. Glassen, Esq.
Division of Rate Counsel

140 East Front Street, 4™ Floor
P.O. Box 003

Trenton, NJ 08625

(609) 984-1460
jglassen@rpa.nj.gov

Rate Counsel

Debora Layugan, Paralegal
Division of Rate Counsel

140 East Front Street, 4™ Floor
P.O. Box 003

Trenton, NJ 08625

(609) 984-1460
dlayugan(@rpa.nj.gov

Rate Counsel

Celeste Clark, Legal Secretary
Division of Rate Counsel

140 East Front Street, 4™ Floor
P.O. Box 003

Trenton, NJ 08625

(609) 984-1460
cclark@rpa.nj.gov

JCP&L

James A. Meade

FirstEnergy Service Company
800 Cabin Hill Drive
Greensburg, PA 15601

(724) 244-4473
jmeade@firstenergycorp.com

BPU

Cynthia Holland

NJ Board of Public Utilities

44 South Clinton Avenue, 10th floor
PO Box 350

Trenton, NJ 08625-0350
cynthia.holland@bpu.nj.gov
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