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January 9, 1998

301440 S.AN¥

James J. McNulty, Acting Secretary
PA Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

RE:  Duquesne Light Company Restructuring Proceeding,

Docket No. R-00974104

Dear Mr. McNulty:

On behalf of Enron Power Marketing, Inc. (“Enron™), and in accordance with
Administrative Law Judge Corbett’s Sixth Interim Order I hereby submit for the record two
copies of testimony and exhibits of Enron witnesses in the above captioned proceeding as set
forth in the attached stipulation, Exhibit 3. The testimony exhibits including the following:

Enron Statement No. 1 and attached exhibits.
Enron Statement No. 2 and attached exhibits.
Enron Statement No. 3 and attached exhibits.
Enron Statement No. 4 and attached exhibits.
Enron Statement No. 5 and attached exhibits.
Enron Statement No. 1.1.
Enron Statement No. 2.1 and attached exhibits.
Enron Statement 3.1.
Enron Statement 4.1.
Enron Statement 5.1

These statements and exhibits reflect those that have not already been moved in
and provided to the Court Reporter. In accordance with the ALJ’s order I am also attaching a

signed copy of a stipulation indicating, on behalf of Enron, its agreement to the admission of
testimony of other parties into the record without cross examination. '
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James J. McNulty, Acting Secretary
January 9, 1998
Page 2

Copies of this letter (without attachments) are being provided to all parties to this
proceeding in accordance with the attached Certificate of Service.
Very truly yours,

T (e

Daniel Clearfield
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP

DC/lww
Enclosure

cc: All parties of record w/out enc.

DSH:10775.1
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Pennsylvania Public Utility
Commigsion.

301440 5,4

v. Docket No. R-00974104

Duquesne Light Company
Application to approve
restructuring plan pursguant
to 66 Pa. C.S. § 2806(d)

FIRST JOINT STIPULATION

Pursuant to an agreement of all parties to this
case and as required by the Sixth Interim Order issued by
the Presiding Judge on December 30, 1997, Duquesne Light
Company ("Duguesne") and the intervenor parties hereby
agree and stipulate to the following:

1. Each party to this Stipulation agrees that
the testimony and exhibits itemized on the Stipulation
Exhibits attached hereto shall be admitted into the
record of this case.

2. Each party to this Stipulation agrees to
waive its right to cross-examine the witnesses sponsoring
the testimony and exhibits jtemized on the Stipulation

Exhibits attached hereto.
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i

3. Each party to this Stipulation agrees to
execute a copy of this Stipulation by causing counsel of
record for each party (or the party itself if that party
is unrepresented by counsel) to place its signature on
the appropriate line below. Each party further agrees to
file an executed version thereof with the Commission's
Secretary and Prothonotary at the time it submits two
copies cf its testimony and exhibits to the Secretary and

Prothonotary, as prescribed by the Sixth Interim Order.

Counsel for Duquesne Light: Z%/)4K3f1,4~——“
@hn S. Moot

Counsel for Intervenor Party: iégbﬁ$ljl.(jzgﬂAA&Jél/{

U
Name of Intervenor Party: B/'zm\' Power Marl{&’""‘ilﬂci

Dated: January 7, 1998

jﬂN g7 '98 28:15 282 383 5768 PAGE. B4
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FIRST JOINT STIPULATION
INDICES OF TESTIMONY & EXHIBITS

Exhibit No. | Description

1 City of Pittsburgh

2 Dugquesne Industrial Intervenors (DII)

3 Enron Power Marketing, Inc. (ENRON)

4 Environmentalists (ENV)

5 Hospital Shared Services & Administrative Resources, Inc. (HSS/ARI)
6 International Brotherhood of Electrical Workers (IBEW)
7 Mid-Atlantic Power Supply Association (MAPSA)

8 New Energy Ventures (NEV)

9 Office of Business Advocate (OSBA)

10 Office of Consumer Advocate (OCA)

11 Office of Trial Staff (OTS)

12 Pennsylvania Retailers Association (PRA)

JAN B7 'S8 28:15 282 3393 5768 PRGE. @5
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FIRST JOINT STIPULATION
EXHIBIT NO. 1

JAN B7 98 208:15 282 393 5760 PAGE. 86
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

v

DUQUESNE LIGHT COMPANY

Application of Duquesne Light Company
for Approval of a Restructuring Plan
Under Section 2806 of the Public Utility Code
Docket No. R-00974104

CITY OF PITTSBURGH
INDEX OF TESTIMONY AND EXHIBITS

Exhibit Brief Description

City Statement No. 1 Direct Testimony of Christopher D. Seiple
(addressing issues pertaining to the
Company’s general overview/recovery
plan and stranded costs).

City Exhibit No. 1 Resource Data International Background
& History.

City Exhibit No. 2 RDI Market & Competitor Intelligence

City Exhibit No. 3 (incl. Tables 1-3) Capacity Factor Analysis

City Exhibit No. 4 Delivered Qutput Analysis

City Exhibit No. 5 Early Plant Shutdown Savings Analysis

City of Pittsburgh, et al. Statement No. 2 | Direct Testimony of Roger D. Colton
(addressing issues pertaining to universal
service, low income programs, energy
conservation, consumer education, and

phase-in).
Exhibit RDC-1 Resume of Roger D. Colton
Exhibit RDC-2 Summary of  Colton electricity
restructuring experience.
: Exhibit RDC-3 Summary of Colton experience pertaining
; :' to design of low-income affordability
programs. .
Exhibit RDC-4 Number and Percent of LITHEAP

Recipients by Income Range and Annual
Electric Burdens.

Exhibit RDC-5 Recommendations pertaining to utility
universal service programs which can help
increase incomes of low-income
CONSUMers.

Exhibit RDC-6 Estimate of Universal Service Costs at 50
Percent CAP Participation.

JAN @7 ’98 28115 282 393 5760 PRGE.B7
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Exhibit RDC-7

.

Summary of Universal Service
Recommendations.

Exhibit RDC-8

Recommendations for Consumer Research
section of an Education Plan

Exhibit RDC-9

Model 4-Phase Consumer Education
Program

Exhibit RDC-10

Proposed Evaluation Process for
Consumer Education Activities

Exhibit RDC-11

Summary of Consumer Education
Recommendations

Exhibit RDC-12

]

Proposed Budget for Universal Service
Programs

JAN B7 98 28:15

282 393 5768 PAGE. @8
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FIRST JOINT STIPULATION
EXHIBIT NO. 2

282 393 5768 PARGE. 39
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DUQUESNE INDUSTRIAL INTERVENORS
INDEX OF TESTIMONY AND EXHIBITS

Page 1 of 4

10/54

Exhibit

Discription

PDate

- | Tdentified |

Date
Adnritted

DII Statexnent No, 1

Direct Testimony of Stephen J. Baron
(Summary of Stranded Cost Analysis;
Regulatory Policy Issues; Rate Design
Issues)

Exhibit SJB-1

Expert Testimony Appearances

Exhibit SJB-2

DIT Summary of Recommended
Stranded Costs

Exhibit SJB-3

Example of DII Stranded Generation
Sharing Analysis

Exhibit SIB-4

DII Calculation of Adjusted Rate of
Retumn

Exhibit SJB-5

DII Summary of Estimated CTC
Revenues by Rate Class

! Exhibit SIB-6

DII Load-weighted Market Prices

Exhibit SIB-7

DII Unbundling Analysis for Rate RS

Exhibit SIB-8

DII Unbundling Analysis for Rate L

Exhibit SIB-9

DII Unbundling Analysis for Rate
HVPS

JRN @7 S8 28: 16

282 393 5764

PARGE. 18
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DUQUESNE INDUSTRIAL INTERVENORS

Page 2 of 4

Exhibit

|
i
|
| INDEX OF TESTIMONY AND EXHIBITS
|
!

Description.

Date
_ Identified

Date
Admitted -

DII Statement No. 1R

Rebuttal Testimony of Stephen J.
Baron (Universal Service Cost
Recovery Mechanism; Issues
Regarding the Calculation of Market
Prices and Stranded Cost; Response
to OCA Regarding Unbundling
Issues)

1
|
1
| | DI Statement No. 1S
|
!
l

Surrebuttal Testimony of Stephen J.
Baron (Responses to Company
Witnesses Regarding Divestiture,
Stranded Cost Sharing, CTC
Calculation, and Rate Design Issues;
Response to OSBA Witness
Regarding CTC Calculation and
Recovery)

DII Statement No. 2

Direct Testimony of Randall J.
Falkenberg (Calculation of Company
Generation Stranded Cost; Analysis
of Duquesne and ECAR Market
Prices)

Exhibit RJF-1

Qualifications of Randali J. Falkenberg

Exhibit RJF-2

Production Cost Model Studies and
Benchmarks

Exhibit RJE-3

Comparison of Market Price Model
Results of K& A Model v. MAPS, IPM
and PMDAM

Exhibit RJF-4

DII Calculation of Company's Annual
Revenue Requirements for Generation

Exhibit RJF-5a

DII Total Generation Stranded Cost
Calculation

Exhibit RJF-5b

DIl Calculation of Net Present Value of
Contribution Margins

Exhibit RJF-5¢

DII Summary of Market Prices, Fuel

Cost, Operating Margin and Generation
by Plant

(_|_ ————— . i— e e ea

AN @7 'S8 28:16

282 393 760
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DUQUESNE INDUSTRIAL INTERVENORS
INDEX OF TESTIMONY AND EXHIBITS

Exhibit -

Description:

| Date
3 It!entiﬁed

Date
Admitted

DII Statement No. 28

Surrebuttal Testimony of Randall J.
Falkenberg (Updated Calculation of
Generation Stranded Costs;
Responses to Company Witnesses
Regarding Market Price Forecasts)

Exhibit RJF-6a

DII Updated Total Generation Stranded
Cost Calculation

Exhibit RJF-6b

DII Updated Calculation of Net Present
Value of Contribution Margins

Exhibit RJF-6¢

DIl Updated Summary of Market
Prices, Fuel Cost, Operating Margin and
Generation by Plant

DII Statement No. 3

Direct Testimony of Lane Kollen
(Regulatory Assets; Transition Costs;
Fossil Decommissioning; Nuclear
Decommissioning; Securitization)

Exhibit LK-] Resume of Lane Kollen
Exhibit LK-2 Excerpts from Company Exhibits
Illustrating Double Counting of FAS
109 Asset Related to Perry and Beaver
: Valley |
:" | Exhibit LK-3 Excerpt from Company First Quarter

1997 SEC 10-Q Related to Deferred
Coal

Exhibit LK-4

Net Present Value of Deferred Rate
Synchronization Costs at 12/31/93

Exhibit LK-5

Duquesne Nuclear Decommissioning
for Stranded Cost and Revenue
Requirement (Beaver Valley 1, Beaver
Valley 2, and Perry)

i
JAN @7 ’98 28:16

282 393 5768

PRGE. 12
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DUQUESNE INDUSTRIAL INTERVENORS
INDEX OF TESTIMONY AND EXHIBITS

Page 4 of 4

Exhibit

. Descﬁpfi'ap

Date

| Wentified

Date
- Admitted

DII Statement No. 38

Surrebuttal Testimony of Lane
Kollen (Responses to Company
Witnesses Regarding Stranded Cost
Methodology, Unameortized Debt
Costs, Beaver Valley 2
Sale/Leaseback Refinancing
Premium, Preaccrued Nuclear
Outages, Deferred Employee Costs,
Deferred Coal SFAS 106, Deferred
Rate Synchronization Costs, Fossil
Decommissioning, Securitization)

DII Cross Exh. |

Response of Company Witness
Hoffmann to Environmentalists’
Interrogatories Set I, Number 23

12/18/97

12/18/97

DII Cross Exh. 2

Response of Company Witness
Hoffmann to On-the-Record Data
Request Concerning Customer Segment
Contribution to Non-Coincident Peak
Load

DIl Cross Exh. 3

Response of Company Witness
Hoffmann to On-the-Record Data
Request Concerning Mining,
Construction, and Agriculture Customer
Segments

JAN @7 '98 2d:1e

282 393 5760

FAGE. 13
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! -DII Cross Exhibit 2 L

| Docket No. R-0097410

On-the-Record Data Request

Witness: Hoffmann
Page 1 of |

DUQUESNE LIGHT COMPANY

On-the-Record Data Requests

3. Provide a non-coincident peak calculation in form that is analogous to the coincident
peak calculation provided in response to Data Request ENV-1-23.

b Response:

Attached is a modified version of DLC's response to ENV-1-23 which list the non-
| coincidental peak load contribution for each customer group/segment associated with the
propased phase-in methodology.

JAN 87 'S8 20:16 282 353 5768 PAGE. 14
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i Non-Coincidental Peak Load Contribution by Customer Class
and Segment

CPstomer Non-Coincidental Peak |Percentage Contribution tg
gé!ass Customer Group/Segment Contribution Non-Coincidental Peak |
i
X

Regigential |[Group A - Accumulated Wealth 41 1.14%
(i Group B - Mainstream Families 374 10.42%
% Group C - Mainstream Singles 273 7.60%

' Group D - Conservative Ciassics 49 1.36%

Group E - Sustaining Families 49 1.36%

; Group F - Sustaining Singles 65 1.82%

b Group G - All Others 21 0.58%
N

¥ Subtotal Residential 871 24.28%
|

Con'lufmercial Utility Services 165 4.33%

‘ Wholesale Trade 53 1.47%
. Retail Trade - Food 71 1.99%
| Retail Trade - Restaurants 85 2.36%
0 Retail Trade - Merchandise 177 4.94%
g Office Buildings 399 11.13%
i Healthcare 142 3.95%
L Education 214 5.98%
i Services 283 7.89%
! Government 82 2.29%
I Small Business 324 9.04%
I
x Subtotal Commercial 1,986 55,36%
;;

Industrial Industrial - Chemical 68 1.88%
Y Industrial - Plastic 14 0.39%
industrial - Glass 39 1.08%
[ Industrial - Steel 449 12.52%
i Industrial - Other 161 4. 48%
i Subtotal Industrial 730 20.36%

TOTALS 3,587 100.00%

{.
\

Jan @7 '98 28:17

282 333 57cd
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DII Cross Exhibit 3

Docket No. R—009741?4

On-the-Record Data Request
Witness: Hoffmann
Page 1 of 1

DUQUESNE LIGHT COMPANY

On-the-Record Data Requests

4. Provide breakdown of numbers for mining, construction and agriculture segments on
FAH-4 in a manner comparable to that provided in response to ENV-1-23,

Response:

The market segments listed on FAH-4 as "Mining" and "Construction” are classified as
"Industrial-Other” on the response 1o ENV-1-23. Simitarly, "Agriculture" was classified
within the "services” market segment.

AN 87 'S8 28:17 202 393 5768 PARGE. 16
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FIRST JOINT STIPULATION
EXHIBIT NO. 3

|
!
I
L
i
|.
1
1
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PENNSYLVANIA PUBLIC UTILITY COMMISSION |
v |

’ DUQUESNE LIGHT COMPANY

il
-4
|
\
ii

Pursuant 10 66 Pa. C.S. § 2806(d)

l | Application for Approval of a Restrucnuring Plan
\ Docket No. R-00974104

g ENRON POWER MARKETING, INC.
| i INDEX OF TESTIMONY AND EXHIBITS

Date Date :
f Exhibit Description Identified | Admitted II
: Enron CFR Uniform System of Accounts: 12117/97 | 12/17/97 5
; ¥ Cross Examination | Accounts 908 and 905. !
g Exhibit No. 1 i
! ' | Enron Direct Testimony of James D. Steffes }
! ’ . Statement No. 1 General averview of competitive services;
5 i the Portland General Code of Conduct.
‘ " | Exhibit 1 JDS-1 Market share of utilities/affiliates in Retail |
" Access Programs, }
't | Exhibit 1 JDS-2 Portland General Electric Company Tariff ‘
| Code of Conduct.
N . — :
iy | Exhibit 1 IDS-3 Market share of affiliates in Retail Access
. K Programs.
| | Enron Direct Testimony of Paul D, Reising ;
; ' | Statement No. 2 Rares for unbundled services of

Transmission, Ancillary, Energy Delivery
. y and Revenue cycles separately computed
| and stated.

Exhibit 2 PDR-1 Educational and employment background of
P.D. Reising.

I Exhibit 2 PDR-2 Definition and Description of Ancillary

i : Services.

' DsHio716.1 |
1

|
!' b
) |
. |
)'. |
JAN @7 *98 28:17 282 393 5768 PAGE. 18
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Exhibit 2 PDR-3 Summary of Functional Costs.
Exhibit2 PDR4 | EPM! Proposed Class Rates
Exhibit 2 PDR-5 EPMI Class Cost Summary
Exhibit 2 PDR-6 pro forrna Distribution Services Tariff
Exhibit 2 FDR-7 Energy Delivery Rare Design
Enron Direct Testimony of Jeffrey A. Brown
Statement No. 3

|
|

Non-wire services, metering, meter-reading,
billing and information services. "QOpen
architectare” coramunication systems.

Exhibit 3 JAB-1

Customer Account Services: Billing System
Opportunities (representative example)

Statement No. 4

Exhibit 3 JAB-2 Customer Account Services: Third Party
Billing Services (representative example)

Exhibit 3 JAB-3 Non-Wire Products and Services: "Endless
Possibilities”

Exhibit 3 JAB-4 Non-Wire Communications Network:
Conceptual Model

Exhibit 3 JAB-5 Metering and Billing Cycle

Enron

Direct Testimony of Gayle Muench
Unbundling of billing and bill format; billing
options (“Supplier Complete Bill Option™);
phase-in of competition; customer selection
and "slamming"; customer information
("Custorner Education Program");
Duquesne’s Universal Service Program in a

Scatement No, S

competitive environment.
Exhibit 4 GM-1 DQE Position on Competition
Exhibit 4 GM-2 DQE Overview of Competition
Enron

Direct Tetsimony of Lynn R- Coles
"Pro Forma Supplier Tasiff" Access to
point-to=point transmission service. EDC
charges; minimum contract periods;

planning reserves.

DSH:10716.1

JAN B7 98 20:17

2082 383 5768
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Exhibit 5 LRC-1

Summary of educational background and
general experience in electric utlity
industry.

Statement No. 1.1

Extubit S LRC-2 Proposed Electric Generation Supplier
Tariff.

Exhibit 5 LRC-3 GPU Market Line: Energy market prices;
viability payments, all-in market line;
market clearing prices.

Enron Surrebuttal Testimony of James D. Steffes

Response to Duquesne witmesses Hoffman
and Allison.

Euron
Statement No. 2.1

Surrebutts] Testimony of Paul D. Reising
Responses 1o rebuttal testimony of Duquesne
witness Lahtinen; BEW witness Moran; and
OCA witness Alexander.

Exhibit 2.1 PDR-8

Revised functional cost of service summary.

Exhibit 2.1 PDR-9

Revised versions of class-based T & D
charges (original Exhibit 2 PDR-4).

Exbibit 2.1 PDR-10

Revised versions of voltage differentiated
rates (original Exhibit 2 PDR-5).

Enron
Statement No. 3.1

Surrebuttal Testimony of Jeffrey A.
Brown

Responses to Duquesne witness Allison; and
IBEW witnesses Schmidt and Moran.

Statement No. 5.1

Enron Surrebuttal Testimony of Gayle Mucnch
Statement No. 4.1 Responses to Duquesne withesses Allison,
Hoffman and Flynn; OCA witness
Alexander; and IBEW witness Moran.,
Enron

Surrebuttal Testimony of Lynn R. Coles
Responses to rebuttal lestimony of IBEW

witness Moran; and witnesses Irvin and
Karl.

DSH:10716.1

JAN b7 *985 20:18
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FIRST JOINT STIPULATION
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Roger E. Clark, Esq. AmBler PA 150023901

phone: 2156422384
Attornsy for The Environmentalists fan: 218.628.2830

o-mall: relark@libertynstorg

January 7, 1998

John Moot

Skadden, Arps, Slate, Meagher & Flom LLP
1440 New York Avenue, N.W.

Washington, D.C. 20005-2111

Re: Dugquesnc Light Company Application for
Approval of a Restructuring Plan,
Docket No. R-0097104.

Dear Mr, Moot:

Thamk you for catching our oversight regarding Roger Colton’s surreburtal restimony. In
accordance with the Sixth Interim Order issucd by Judge Corbett on December 30, 1997, [ am
scnding you the following updated index of the Environmentalists® testimony and exhibits in the
above-referenced proceeding:

. Date Date
Exhibit Description Ydentified | Admitted

Environmentalists' | Direct Testimony of David Schoengold
Statement No. |
Ex. DS-] Resume of David Schoengold
Ex. DS-2 Environmentalisis’ Vision for the New

Electricity Marketplace
Ex. DS-3 Return on the Investment to Date for

Stocihnlderg
Ex. DS4 Total Retum to Date for Stockholders
Ex. DS-5§ Methodology for Determining Total Return Of

and On Investment for Stockholders Through

End of Transition Period
Ex. DS-6 Proposed Draft for Net Billing Tariff

JAN @7 'S8 28:18 202 393 576 PRGE. 22
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Environmentslists’ Index of Testimony and Exhibits
January 7, 1998
Page 2
Environmentalists’ | Surrebuttal Testimony of David Schoengold
Statement No. 1-S
Environmentalists’ | Direct Testimony of Bruce Bicwald
Statement No. 2
Ex. BEB-1 Resume of Bruce Bicwald
Ex. BEB-2 Graph of TL.G Decomumissioning Estimates:
1977-1995
Ex. BER-3 Full Environmental Disclosure for Electricity:
Tracking and Reporting Key Information,
March 1997
Ex. BEB-4 Better Choice Plan - Three Examples
Environmentalists® | Surrebuttal Testimony of Bruce Biewald
Statement 2-S
Ex. BEB-5 Economic Analysis of Duquesne Light
Company's Perry | Investment
Ex. BEB-6 Ecounomic Analysis of Duguesne Light
Company’s Beaver Valley 2 Investment
Ex. BEB-7 Assumptions for Economic Analysis for Perry
1 and Beaver Valley 2
City of Pinsburgh | Dircct Testimony of Roger Colton
et al. Statcment
No.2
(cosponsored
with the
Environmentalists)
Ex. RDC-1 Resume of Roger Colton
Ex. RDC-2 Summary of Roger Colton’s Restructuring
Work
Ex. RIDC-3 Summary of Roger Colton’s Energy
Efficiency Work
Ex. RDC4 Number and Percentage of LIHEAP
Recipients by Income Range
JAN @7 '58 28:18 282 3383 S7eg PAGE. 23
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Environmentalists' Index of Testimony and Exhibits

NO. 7176

P 24/54

January 7, 1998
Page 3
i Ex. RDC-S Summary of the BOSS and Earned Income
| Tax Credit Cutreach
| Ex. RDC-6 Estimate of Universal Service Program Costs
‘ Ex. RDC-7 Summary of Universal Service
| Recommendations
Ex. RDC-8 Summmary of Consumer Research Section of
: ) Consumer Education Plan
; Ex. RDC-9 Four Phase Consumer Education Program
E Ex. RDC-10 Consumer Education Evaluation Process
; Ex. RDC-11 Summary of Consumer Education
' Recommendations
i
| Ex. RDC-12 Proposed Universal Service Budget
City of Pittsburgh | Surrebuttal Testimony of Roger Colton
: ef al, Statement
N No. 3-8
i (cosponsored
i with the
| Environmentalists)
Ex. RDC-1-8 Memorandum of Residential Mobility and the
| Low Income Consumer
; Ex, RDC-2-8 Prepaymeat Meters and Low Income
Consumers

i
|
|
i
|

JAN @7 '98 2a:18

Sincerely,

Gn Ok

Roper E. Clark

Attorney for the Environmentalists

Copies: All parties of record

202 393 5768

[ have also sent this document to you by e-mail at "jmoot@skadden.com”. Copies of this
letter are being served on all parties of record by facsimile.

PRGE. 24
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|
h HSS AND ARI
INDEX OF TESTIMONY AND EXHIBITS
Date Date
' | Exhibit | Description Identified | Admitted
i Prepared Direct Testimony of Dr. Robert B,
i Weisenmiller, Volume [
! RBW-1 Supplemental Response to Item Nos. HSS-1-001, 21
| (Supp.), etc, {corrections to Duquesne’s case-in-chief)
! RBW-2 Skadden, Arps letter forwarding narrative prepared by
. Northbridge Group regarding discovery requests HSS-
: 3.008 and HSS-3-009
|
i RBW-3 “Generating Assets,” April 1995 (Duquesne study re:
| possible sales of its generating assets)
‘ RBW-4 Chart, “Best Practices Reduce Total Personnel By
\Ig 45%ﬂ
i | RBW-5 Duquesne Fossil Generating Business Unit,
Development of 8 GENCO, Dec, 1996
RBW-6 Presentation w0 Project Lead Team - Project Updare,
E July 15, 1996 -
I RBW.7 Presentation to Project Lead Team - Preliminary
| Valuation and Operatng Cost Allocation, August 5,
= 1996
' RBW-8 Presentation to Project Lead Team - Asset Valuation
and Stategic Options, August 16, 1996
' | RBW-9 Prescntation to Project Lead Team - Regulatory
| Recommendations and GENCO Structure, Sept. 13,
i 1996
I | RBW-10 CS First Boston, Materials Prepared for Discussion,
L Nov. 21, 1996
! | RBW-11 | Charts, “Generating Cosgts For Duquesne”
RBW-12 Table, To Go Cost of Ganeration, etc.
RBW-13 Chart, Duquesne System Lambda, 1996
. | RBW-14 Duquesne Response to Interrogatory No. HSS-1-72/73
': (revised) and attachments (re: RFP bids, ete.)
| | RBW-15 | Duquesns letter regarding RFPs and bid forms
i
; . WASD1:48400.) )
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Date Date
RBW-16 Duqueane Response to Interrogatory No. HSS-1-016
e (revised) (Testimony of D.W. Marshall, Investigation
into Electric Power Competition, 1-940032, filed Nov.
i 6, 1995)
i | RBW-17 | West Penn Power Docket No. R-00973981
: Intervogatorics (AYP Energy, Inc.'s RFP bids)
RBW-18 Duquesne Response to Interrogatory No. OCA-3-016
(current ECR charge is 12,822 mill/kWh)
RBW-19 Dugquesne Response to Interrogatory No, HSS-1-026
RBW-20 Excerpts from Alexander Galatic, Written Reburtal
| Testimony on Behalf of West Penn Power Company
. | RBW-21 | Duquesne’s Response to HSS-1-015 (revised) —
Protected Materials
RBW.22 Duquesne’s Rcéponse 1o HSS-1-013 (revised) --
Protected Materials
~, | RBW-23 Duguesme Response to Interropatory No, OCA-3-001
(credit rating reports)
{ RBW.24 Table, Utility Comparison
| |RBW-25 | Chan, Ranking of DLCo & APS Coal Plants with
PIM Coal Plents, Based on Total Expenditures per
Net MWh - 1995
RBW-26 A Report on The Review of Potential Stranded Costs,
Dugquesae Light Company, August 1997
RBW-27 | Duquesne Response to Interrogatory No. DH-1-28
! (settlemont egreement between GE and inter alta,
i’ Duquesne)
| Raw-28 | Executive Summary, Duquesne Light Company (1996
! rating agency presentation)
RBW-29 | Tables, DQE 12-month Results; Continued Eamings
and Djvidend Growth; Consijstent Financial
N Performence — NatWest Securities Mid-Atlantic/New
England Utility Seminar, Sept, 23, 1997
* | RBW-30 Dugquesne Financial, Sales and Operating Information
_ (1996 rating agency presentation)
i | RBW-31 Dugquesne Rating Agency Presentation, August 1996
l
WABDI:48600,] -2-
I6N @7 '98 20:1S | " oe2 393 5%5@ PAGE., 27
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|
E Date Date
i | RBW-32 | Duquesne Response to Interrogatory Nos, HSS-3-01
¥ and HSS-3-02 (explanation of ratepayer benefits)
‘ RBW-33 Duquesne Response to Interrogatory No, OCA-1-007
[ (regulatory assets and decommissioning expenses)
\L RBW.34 Dugquesne Response to Interrogeatory No, HSS-1-044
% (regulatory mssets in rate base)
. RBW-35 Duquesne Response to Interrogetory No, HSS-1-043
: (Supp.) (authorization for claimed regulatory assets:
! excerpts from 860378 order)
! | RBW-36 | Duquesnc Response to Interrogatary No. HSS-1-043
i (Supp.) (authorization for claimed regulatory assets:
! excerpts from R-870222 order)
! RBW.37 Duguesne Response to Interrogatory of David Hughes
| Set [, Item No. DH-1-10 (exoerpts from Duquesne's
i 1995 and 1995 Form 10-Ks)
. |RBW-38 | Duquesns Response to Interrogatory No. HSS-1-030
- (revised) (excerpts from Ft. Martin amended proposal
I re: deferred costs)
. |RBW-39 | Excerpts from Duquesne 1996 Porm 10-K
~ RBW-40 Excerpts from Duquesne Response to Interrogatory
E No. DH-1-18 (Feb. 17, 1983 letter to Duquesne
IE Sharcholders)
B
* | RBW-4] Duguesne Response to Interrogatory No DH-1-10
' (excerpts from Duqueanc’s 1995 and 1995 Form 10-
| K9)
l RBW-42 | Duquesna Response to Interrogatory No. OCA-1-040
: (Brunot Island rete bass treatment)
l RBW-43 Duquesne Response to Interrogatory No. OCA-3-042
I (Brunot Island and Phillips units--no plans to return
cold service units to service)
RBW.44 Duquesne Response to Intetrogatory No. ENV.1-024
(excerpts from Sept. 1997 Intograted Resource Plan)
RBW-45 Duquesne Response to Intezrogatory No. HSS-3-03
: (excerpts from Pennsylvania PUC Order in P-900485)
{ RBW-46 Duquesne Response to Interrogatory No. OCA-1-018
i.\ (future use or sale of Brunot Island and Phillips units)
I
! WASO1:46600,1 - -3-
i . .. e T R YT Y T - S e e e e e g
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| |Exhidt | Description

Date

Identified | Admjtted

Date

RBW-47 Duquesne Response to Interrogatory No, OCA-1-008
(Chart, Anpual Amortization Amounts)

RBW-48 | Table, All-In Costs of Combined Cycle Plants

RBW-45 Duquesne Response to Intzrrogatory No, HSS-1-091
(Schnitzer's natural gas market price forecasts)

. | RBW-50 | Tables, Weilhead (lower 48) Natural Gas Price
Projections (1995)

+ RBW-51 Duquesne Response to Interrogatory No, HSS-2-38

(pas transportation costs forecast)

| | RBW-52 Duquesne Response to [nterrogatory No, HSS-2-34
(2.5% inflation factor sources)

RBW-53 Table, Percent Change from Previous Period--GDP
PPD

RBW-54 Excerpts from Duquesne Resource Planning Report,

RBW-55 Presentation to Project Lead Team - Preliminary

|

| July 1, 1996
R Recommendations, August 30, 1996
|

RBW.56 Presentation to DQE, Inc. Regarding the Sale of
Certain Generating Assets, June 16, 1995

RBW.57 | Table, Comparison of Estimates of Market-Clearing
! Prices

‘ Prepared Surrebutta] Testimony of Dr. Robert B.

T Weisonmiller, Volume IV

RBW-58 Presentation to Gary Brandenberger - Draft
Presentation for Fall Planning Council, Sept. 5, 1996
(Metzler)

~ | RBW-59 Presentation 1o Gary Brandenberger - Draft
, Presentation for Fall Planning Council, Sept. 5, 1996

' (Metzler)

RBW-8G | Petition of Duquesne to discontinue normal operation
of Phillips Power Station, South Heights,
Pennsyivania

RBW.61 Calpine Acquires 120 MW Gas-Fired Facility, Non-
Nuclear Biectric Power Generation, etc.

WAS01:48600.1 =

l T I T R R e e gt e e
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11 ' Date Date

| Exbibit | Description Ideatified | Admitted
i RBW-§2 Ermta to Prepared Testimony of Dr. Robert B.

N Weisenmiller

IWAS0]:46800. § 5
]
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RBW.62

ERRATA

The following corrections should be mado to the testimony of Dr, Robert B. Weisenmiller:

(a) Prepared Direct Testimony:

1. At page 41, Tine 12, after ";ffvct." insert “Sep Exh, RBW-18."
2. At page 118, line 16, change “West Penn's" to read “Dugquesne’s”.
3. At page 123, line 5, chengo “EIA, Penelec, PECO, AYP" to read “EIA,
! Penelec, AYP".
(b)  Prepared Surrebuttal Testimony:
1. At page 1, add the following entities to the list of HSS and ARI members

South Hills Health System (all locations)

|

|

1 sponsoring Dr. Weisenmiller's testimony:

I

! University of Pittsburgh Medical Center (all locations)

I WAS01:46721.1

e e 4 b b g AT 4 mee s e - e e e s . .
[, r 3 - o C e a o - ——
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FIRST JOINT STIPULATION
EXHIBIT NO. 6
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SYSTEM COUNCIL U-10, INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS

P. 33/54

Date Date
i | Exhibit Description Identified | Admitted
. | IBEW Rebuttal Testimony of Timothy Moran
: Statement No. 1 | (Generation suppliers should not be allowed to
: provide metering, billing, and other customer service
! functions. Duquesne should not be required to sell or
| shut down any of its power plants.}
i | Schedule TM-1 | Rebuttal testimony of William Schmitt from
the PP&L Restructuring Case
Schedule TM-2 | Number of Duquesne Light Company
i employees by year from 1986-1996
i (HSS-2-017)
' | Schedule TM-3 | Duquesne Light Company Distribution of
. Salanes and Wages for 1996
; (FERC Form 1, pages 354-355)
1
|
i
|
!
|
i
i
JAN 87 'S8 28:28 282 393 5760 PAGE. 33
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PENNSYLVANIA PUBLIC UTILITY COMMISSION
v.
DUQUESNE LIGHT COMPANY
Application for Approval of a Restructuring Plan
| Pursuant to 66 Pa, C.S. §2806(d)
Docket No. R-00974104

INDEX OF MAPSA TESTIMONY AND EXHIRITS
. | Exhibi Description Date Date
: Identified Admitted
| MAPSA Direct Testimony of Whitfield A. Russell

Statement No. 1

(Addressing competitive issues raised by
Dugucsne's Customer Choice Plan)

Exhibit WAR-1

Whitfield A. Russell Curriculum Vitae

Statement No.1-SR

Exhibit WAR-2 Chart Showing Monthly Firm Available
Transmission Capacity for Allegheny Power
Exhibit WAR-3 1996 Duquesne System Lambda
Exhibit WAR-4 Calculation of Duquesne CGC Based Upon
1999 CCGT [1]
Exhibit WAR-S ERRATA to Prepared Direct Testimony of
: Whitfield A. Russell
i- [ MAPSA Prepared Surrebuttal Testimony of Whitfield

A. Russell

JAN B7 '98 28:28

202 393 5760

PAGE. 35



JAN, 71998 8:08PH SASMF

JAN 87 'S8 28:28

NO. 7176 P 36/%4

FIRST JOINT STIPULATION
EXHIBIT NO. 8
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INDEX OF TESTIMONY AND EXHIBITS
OF INTERVENOR NEV EAST, L.L.C.,

SUBMITTED PURSUANT TO SIXTH INTERIM QRDER

Stotement/Exhibit

Description

NEV
Statement No. 1

Direct Testimoay of David Magnus Boonin (regarding the unbundled

rate for generation, CTC methodology, unbundling of all tariffs, and
billing and metering issues)

Exhibit Resurne of David Magnus Boonin
NEV/DMB #1
l Exhibit Chart setting forth methbdoloy for reconciling the CTC
NEV/DMB #2
NEV

Statement No, 2

Direct Testimony of Nancy I. Day (regarding the importance of
unbundling distribution services to the formation of a competitive
energy market)

Exhibit
NEV/NID #1

Resume of Nancy 1. Day

*Pursuant 1o the December 30, 1997 Order of Administrative Law Judge John H. Corber, Jr, and

agrecment of the parties, the foregoing testimony will be admirnted into the record by supulation
and without cross-¢xamination.

AN B7 'S8 28°21
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FIRST JOINT STIPULATION
EXHIBIT NO. 9
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Statement/Fxhibit

OSBA Statement No. 1*

OSBA Exhibit No. 1*
(with Schedules BK-1, BK-2
and BK-3)

QSBA Statement No. IR**

OSBA Exhibit No. [R**
(Schedule BK-1R)

OSBA Statement No. 1S***

* Served November 7, 1997
. ** Served December 2, 1997
: *%%* Served December 11, 1997

JAN @7 ’S8 28:21

NO. 7176 P 39/%4

OFFICE OF SMALL BUSINESS ADVOCATE
INDEX OF TESTIMONY AND EXHIBITS

Description

Direct testimony and Exhibit of Brian Kalcic
(recommending adjustments in Duquesne’s
distribution-related revenue requirements and its
rate redesign plan, and offering comuments on
Duquesne’s proposed Phase-In plan.)

Schedules summarizing Duquesne’s functionalized
revenue requirements including OSBA’s proposed
adjustments

Rebuttal Testimony and Exhibit of Brian Kalcic
(addressing issues raised by other witnesses
regarding the pace of stranded cost recovery, the
determination of CTC, allocation of universal
service costs and proposals for phase-in)

Amortization of DI recommended stranded costs
over 4 versus 7 years

Surrebuttal Testimony of Brian Kalcic (responding
to Co. witness Lahtimen regarding use of realized
rather than claimed rate of return for unbundling
rates and DII witness Baron regarding allocation of
CTC revenue responsibility to all classes)

282 353 577608 PAGE . 39
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INDEX OF TESTIMONY AND EXHIBITS

NO. 7176

Exhibit Description Date | Dase
Hdendified | Adwitted

0oCcaA Direct Testimony of Matthew L Xahal

Statement No. 1 | (Evaluation of Duquesne’s proposed
stranded cngt plan)

Schedule MIK-1 | OCA Overall Strunded Cost Summary

Schedule MIK-2 | Bxcess Pre-Tax Ramings Thring Transition
Petiod

Schedule MIK-3 Retail Rate Comparisons for 1996

Schedule MIK4 | DRI ve. Duqueane Inflation Rate Forecasts

Schedule MIK-5 | Derivation of the Discount Rato

Schedule MIK-6 | Productivity Enhancement Savings

Schedule MIK-7 | FERCO and West Parm Power Life-Extension
Coats far Coal Plents

Scheduls MTR-8 | Cheawick Tife Pxtenslon Costs and Net
Benefits

Schedule MIK-9 | Generstion Net Merger

OCA Surrebuttal Testimony of Matthew I Kahal

Statement No. 18 | (Response to Rebuttal Testimony on
stranded cost isznex)

Schedule MIK-1 | OCA. Overall Stranded Cost Supxmary

UPDATE

Schedule MIK-6 | Productivity Enhancement Savings

UFDATE

Schedule MIK-10 | Projected Pre-Tex Operating Losses During
Transitian

0oCA Direct Testimony of Doaglas C. Smith

Statement No. 2 | (Market Price Analysis)

Exhibit DCS-1 Regume of Douglas C. Smith

Extiubit DCS-2A. | New Combined Cycle Non-Fuel Cost
Assumptions

202 393 576@ PAGE. 41
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Bxhibit DCS-2B | New Combustion Turbine Non-Fuel Cont
Assumptions

Exhiut DCS-3 Spring 1997 DRI Fuel Prica Egcalation Rates

Rxhibit DCS-4 APS-DQIL Market Price Estimate

Exhibit DCS-5 DQL Weighted Generation Price

0OCA Surrebuttal Testimony of Donglas C. Smith

Statement No. 2S | (Response to rehntta] testimony on market
price issues)

OCcA Direct Testimony of Thomas 8. Catlin

Statement No. 3 | (Regulatory asset issues, nuclear and foszll
decommissioning, taxes and other transition
coxty)

Schedule TSC-1 Summary of Regulatory Azsets and Other
Tranzition Expenses

Schednle TSC-2 Summary of Decormmisgioning Funding

' Requirements a3 of 12/31/98

ocA Sarrebuttal Testimony of Thomas S, Catlin

Statement No. 3§ | (Response to rebuttal testimony on
preacerned nuclear autage costy aud
unamortized debt eosts)

OCA Direct Testimony of Lee Smith

Statement No. 4 | (Rate design, subundling, cost allocation,
and CTC design)

Exhihit 1.S-1 Summary of Qualifications and Experience

Exhibit LS-2 Calculation of Market Price

Eochibit LS-3 1996 Adminigtrative & General Expenses

Exinbit LS4 Retail Cosr of Service CTC Proposal

Exhibit LS-5 Rezail CTC/Caleulation of Levelized CTC

Extubit LS-6 Unbundlad Rate Deslgn Rosidential - Rato RS

0CA Surrebuttal Testimony of Lee Smith

Statement No. 4S | (Respanse to testimony on treatment of
ancillary gervice costs, line logses, A&G
adder, and rates of revurn)

Exhibit LS-7 Rovised LS-4 (Retail Coat of Service)

JAN @7 98 2822

282 393 5768
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Exhibit LS-8 Revised LS-2 (Caleulation of Market Price)
Exhibit LS-9 Roviged LS-5 (Retail CTC)

BEdubit LS-10 Revised LS-6 (Unbundled Rate Design)

OCA Direct Testimony of Barbara Alexander

Statement No. 5 | (Consumer education and consumer
protection issnes)

Exhibit BA-1 Resume of Barbara Alexander

Exhibit BA-2 Vermont Consumer Informetion and Education
Plan

Bxhihit BA-3 California Statewide Consumer Bducation Plan

Exhilit BA-4 Massachnsatts Department of Puhlic Utilities
Code of Canduct

oCA Rehuttal Testimony of Barbara Alexander

Statement No. SR | (Response to testimony an provision of
gencration services ta default customery and
supplier-only bill option)

0CA Surrebuttal Testirnony of Barbara

Statement Nao. 58 | Alexander

Exchibit BA-S-1 Execntive Summary of New Hampehire Pllot
Program Survey Report

Exhibit BA-S.2 CAPUC Fact Sheets on Consumer Rducation
Plan

Exhibit BA-S-3 Recommendations of tho Maine Consumar
Education Advisory Baard

0CA Direct Testimony of Nancy Brockway

Statement No. 6 | (Universal Servico Insues)

BExhibit NB-Dug-1 | Resume and Qurriculum Vitas of Nancy
Brockway

Exhibit NB-Dug-2 | Duquesae Estimation of Poteatial CAP Eligible
Customers

Exhibit NB-Dug-3 | Universal Servics Costs - Per KWh Allocator

Exhibit NB-Duq-4 | Development of Non-Production Revenue
Allocator

202 393 5768 PAGE. 43
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OCA
Statement No, 68

Surrebuttsl Testimeny of Nancy Brockway
(Universal Service Issuen)
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Pennsylvania Public Utility Commission
2
Duquesne Light Company
Docket No. R-00974104
Index* of OTS Testimony And Exhibits Not Yet Admitted
B Exhibit Description Date Date
Identified | Admitted

OTS Statement No. 3

Direct Testimony of

Paul M. Yarolin
(concerning Universal
Service and rate unbundling)

Exhibit No. 3

OTS Cross Examination

On-the-Record Data Request
Response (O'Brien Number
1) concerning the difference
in balances associated with
cold reserve units

Exhibit No. 4

OTS Cross Examination

On-the-Record Data Request
Response (O'Brien Number
4) concerning recovery of
decommissioning costs

Exhibit No. 5

OTS Cross Examination

On-the-Record Data Request
Response (O'Brien Number

| 5)** concerning recovery of

decommissioning costs

JeN 87 "398 20:22

282 333 5768

* OTS reserves the right to request admission of additional exhibits upon receipt of all
responses to On-the-Record Data Requests.

** OTS has requested that this On-the-Record Data Request Response be supplemented
to properly respond 1o the request.

PRGE. 46
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PENNSYLVANTA RETAILERS ASSOCIATION
INDEX OF TESBTIMONY

L — —_— —— _‘I:Tl:l=_~
DATE DATE
EXHIBIT DESCRIPTION IDENTIFIED ADMITTED
PRA Direct Testimony of

Statement No. 1 | Chris X. Albrecht
(Phagse-in Procedure
for retail
competition) L
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Duquesne Light

Company for Approval of its

Docket No. R-00974104
Restructuring Plan

DIRECT TESTIMONY ON BEHALF OF
ENRON POWER MARKETING, INC.

STATEMENTS 1.0 THROUGH 5.0

Dated: November 7, 1997

DOCUMENT
FOLDER
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INDEX OF ENRON POWER MARKETING, INC.’S

DIRECT TESTIMONY
STATEMENT NO. 1 JAMES D. STEFFES
STATEMENT NO. 2 PAUL D. REISING
STATEMENT NO. 3 JEFFREY A. BROWN
STATEMENT NO. 4 GAYLE MEUNCH

STATEMENT NO. 5 LYNN R. COLES



Enron St. 1.0

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

DIRECT TESTIMONY OF

JAMES D. STEFFES

~ ON BEHALF OF
ENRON POWER MARKETING, INC.

DOCKET NO. R-00974104

RE: APPLICATION OF DUQUESNE
COMPANY FOR APPROVAL OF
RESTRUCTURING PLAN

NOVEMBER 7, 1997
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IV.
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TESTIMONY OF JAMES D. STEFFES
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STATEMENT OF QUALIFICATIONS

WHAT IS YOUR NAME AND ADDRESS?

My name is James D. Steffes and my business address is 1400 Smith Street, Houston,
Texas, 77002.

BY WHOM ARE YOU EMPLOYED?

I am a Director of Governmental Affairs ft‘:)r Enron Corp. (“Enron™).

PLEASE PROVIDE A DESCRIPTION OF ENRON.

Enron Corp., one of the world’s largest integrated natural gas and electricity companies

with approximately $21 billion in assets, operates one of the largest natural gas
transmission systems in the world; is the marketer of natural gas and electricity in I\—Torth
America; is a leading participant in liberalized energy markets in the United Ki_ngdom
and the Nordic Countries; markets natural gas liquids wo_rldwide; manages the largest
portfolio of fixed-price natural gas risk management contracts in the world; is among the
leading entities arranging new capital to t‘he energy industry; owns a majority interest in
Enron Oil & Gas Company, one of the largest independent (r;on~integrated) exploration
and productic;n companies in the United States; owns a majority interest in Enron Giobal
Power & Pipelines L.L.C., which is owner and manager of operating power plants and
natural gas pipelines around the world; is one of the largest independent developers and
producers of electricity in the world; and is a major supplier of solar and wind energy
worldwide. Enron’s internet address is www.enron.com and its common stock is traded

under the ticker symbol, "ENE."
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WHAT ARE YOUR RESPONSIBILITIES WITH ENRON?

I am responsible for Enron’s electric retail legislative and regulatory efforts in
Pennsylvania, New Jersey, Maryland, Delaware, the District of Columbia, Illinois,
Missouri ;'md Kansas. My primary responsibility involves trying to bring competitive
reform to the electric industry.

WHAT PRIOR EXPERIENCE DO YOU HAVE?

B-efore working at Emon, I worked at Anderson Consulting in systems integration and’
business re-engineering,

WHAT IS YOUR EDUCATIONAL BACKGROUND?

I graduated from Georgetown University in 1989, and received a Masters in Public

Policy from the John F. Kennedy School of Government at Harvard University in

.1994.

HAS ENRON PARTICIPATED IN THE RESTRUCTURING DEBATE IN
PENNSYLVANIA?

Yes. Enron participated in negotiating and encouraging the enactment of the
Electricity Generation Customer Choice and Competition Act (the “Competition Act”), -

and continues to be involved with the Commission’s proceedings and working groups

relating to implementing direct access for electricity.
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INTRODUCTION AND SUMMARY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

In my testimony I will describe a vision for the future of retail electric services in a

competitive environment and the policy choices necessary to achieve that vision and will

also present the appropriate code of conduct for Duquesne to adopt.

DESCRIBE YOUR VISION FOR A COMPETITIVE ELECTRIC SERVICES
MARKET. .

My vision centers around one primary objective: meaningful choices for all consumers

of electricity -- from homeowners to the largest industrial users. Ensuring that all

consumers have meaningful choices requires policy choices which provide numerous

suppliers, not just the incumbent utility, with access to consumers. In an open and

competitive market for retail electric services, consumers will have the ability:

- to choose a new supplier of electricity,

‘to receive a single bill for those services from the supplier of their choice,

to have access to various service alternatives from their electric suppliers,
including new metering which will enable suppliers to provide real time
pricing information,

to provide information to aid the consumer in conservation decisions,

to reduce the administrative costs of serving customers,

to identify opportunities for energy_efﬁcicncy investments, and

more easily aggregate customer load for scheduling purposes.

In this environment, consumers benefit from lower costs, better service and

improved service offerings. Consumers will see lower costs because the availability of

3-
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alternative suppliers will create price competition among suppliers, as it does in every
open market. Suppliers will look for ways to cut costs, to find less expensive supplies
and increase the efficiency with which they make delivery of those supplies. Consumers
will see better service and impro;/ed service offerings for the same reason -- competing
suppliers will distinguish themselves by the reliability of their service, the quality of
information théy provide, the accuracy of their bills, and the precision with which they
fill a specific customer’s _needs. Services will be designed for specific residential,
commercial and industrial customers. Opportunities to lower customers bills, not just
their rates, will be identified. Suppliers will distinguish themselves on their
responsiveness to customer inquiries and. concerms.

WHAT POLICY CHOICES ARE REQUIRED TO MAKE THIS VISION
REALITY? i

The Commiséion r'1.1ust'.

I. Provide equal; nondiscriminatory access to essential facilities to

compe_ting suppliers.

2. Permit competition in all services that can be competitively provided.

3. Prevent utilities from using their control of essential facilities to advantage

their competitive businesses.

Equal access to essential facilities means open access to transmission and
distribution service under unbundled tariffs, which all providgrs, including the utility or
its affiliate, must’ use. Incumbent éupplie_rs (and their affiliates) mﬁst be required to use
the same tariff options that are available to competing suppliers. Otherwise utilities will

have an incentive to structure tariffs which are inferior to the use the utility or its affiliate

4-



10

11

12

13

14

15

16

17

18

19

20

21

22

makes of its own system. In the natural gas business the Federal Energy Regulatory
Commission required open access tariffs and required that pipelines conduct sales, if at
all, only through a separate affiliate which

1. was separated from the pipeline by enforceable (and enforced) standards of

conduct,

2. had to use the same open éccess transmission tariffs as its competitors, and

3. could only serve those customers who affirmatively chose its service -- L.e.

they had to compete for customers’ favor, they didn’t simply inherit
customers from the pipeline.

This approach, which I recommend to the Commission in this proceeding, has
several important beneﬂts. First, it forces the affiliate to offer customers a better deal.
Second, it forces the utility to propose tariffs t.hat‘ work because the utility’_s own affiliate
will have to use the same taniff. Third, it keeps the utility from using overt and covert
attempts to discourage customers from switching. If the utility or its affiliate is allowed
to serve everyone who doesn’t choose, it will have a powerful incentive to discourage
switching by érecting barriers to switching or suggesting that safety, reliability or service
quality will be threatened if the customer switches.

Permitting competition in all competitive services means .unbundling all services
which the utility currently embeds in its service, and requiring that those services be
separately priced and offered. These services include not jusf transmission and
distribution, but also metering, billing and customer information services. It also means

allowing competing suppliers to offer not just the commodity but also these other

-5-
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competitive services. Metering, billing and customer information services are not
“natural monopolies.” They can be competitively provided and are competitively
provided in other industries, Competition can lower these costs, improve them and open
the door to other value added services to consumers.

Preventing utilities from using their transmission and distribution monopolies to
advantage their sales and other competing business lines means putting in place standards
of conduct governing the relationship between the generation and distribution businesses.
Tt also means opening the interface with the customer. The competitive provider must be
allowed to procure the transmission and distribution service, pay the utility for it, and
provide the customer with a single bill. In competitive businesses, suppliers are allowed
to arrange for delivery with a delivery service company and provide a single bill to their
customer. Imagine the impediments to competition and good customer service if, for
example, a supplier of goods were forced to have its customers separately arrange and/or

pay for delivery or, worse yet, forced to receive payment or send the bill through a

competitor.

CODE OF CONDUCT

SHOULD THE COMMISSION ESTABLISH A SPECIFIC CODE OF CONDUCT
TO WHICH DUQUESNE IS REQUIRED TO ADHERE?

Yes. A strong code of conduct is essential if fair competition is going to develop in the
Duquesne service territory. Customers will benefit from the transition to direct access

only if the transition ultimately results in effective competition.

WHY IS IT NECESSARY TO ESTABLISH A CODE OF CONDUCT
APPLICABLE TO DUQUESNE LIGHT COMPANY?
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Duquesne Light Company is the incumbent monopoly provider of electric service in its
service territory. As such, it has a tremendous advantage over other suppliers, an
advantage that will continue as the transition to direct access occurs. Duquesne currently
has virtually 100% of the market, high name recognition and a long term relationship
with all of its customers as a resuit of its historic monopoly franchise. Moreover, as the
transition to competition occurs, Duquesne will continue to be the monopoly provider of
transmission and distribution services, essential facilities for all suppliers. This
"incumbency advantage" has proven to be quite large. Exhibit 1 JDS-1 to my testimony
shows the success of the incumbent or its affiliate in various retail access pilots or
programs around the Country. As can be seen, unaffiliated suppliers have faired well in
most cases. In light of these facts, caused in my view by the EDC’s historic monopoly
position as well as its continuing role as the monopoly provider of transmis_sior.l and
distribution services, it is essential to the development of competition that the
Commission establish a clear separation between the monopoly, regulgted operations of
Duquesne and its unregulated supplier an.d other affiliate roles.

HAS THE PUC RECOGNIZED THE NEED FOR A CODE OF CONDUCT IN
ORDER TO FACILITATE THE DEVELOPMENT OF A COMPETITIVE
MARKET?

Yes. The Commission has established that a Code of Conduct for each EDC will be
established both on a permanent basis and on an interim basis. Currently, each EDC is
subject to an interim Code of Conduct as a result of the Commission’s Order approving
terms and conditions for the pilot programs.

IS THE INTERIM CODE OF CONDUCT ESTABLISHED ON A TEMPORARY
BASIS BY THE COMMISSION FOR DUQUESNE PILOT SUFFICIENT?

-7-
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No. The Code of Conduct adopted by the Commission for the pilots was the Code of
Conduct proposed by the Pennsylvania Electric Association (“PEA”) and was clearly
designed to apply only on an interim basis. This Code is extremely limiting, fails to
cover significant issues and has a number of qualifiers that make it wholly inappropriate
to utilize as a permanent Code of Conduct to assure the development of a competitive
market. Moreover, this Code of Conduct does not deal in any way with the need for
séparation of Duquesne’s regulated and unregulated activities or for the ne-ed to establish
cost accounting and other cost separation rules. I discuss the PEA Code of Conduct in
greater detail below: —

WHAT CODE OF CONDUCT SHOULD THE COMMISSION ADOPT FOR
DUQUESNE LIGHT COMPANY?

I propose that the Commission adopt the Code of Conduct that has been proposed by

another EDC — Portland General Electric Company (“PGE”) — as part of its Customer

Choice Program filed earlier this year. This Code (which is attached as E-xhibit 1,JDS-2
to my testimony), is a comprehensive set of rules which clearly delineates the
relationship between the EDC and its affiliated competitive electric suppliers and assures
a level playing field for all other suppliers. The PGE Code of Conduct is fair both to the
EDC and the supplier. Duquesne or other EDCs can hardly argue that it unfairly tilts in
favor of suppliers since it actually has been offered by an incumbent electric utility.

WHAT ARE THE ESSENTIAL ELEMENTS OF THE PORTLAND GENERAL
CODE OF CONDUCT.

The essential terms can be summarized as follows:
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1. Equality of treatment and non-discrimination. The Portland General Code of

Conduct requires that the EDC and all electric service providers (ESPs) be treated
equally with respect to the provision of any regulated services or products within the
company’s service territory. All regulated services are required to be available to all
ESPs simultaneously and on a comparable basis. That is, any discounts or special deals
must be made available to all and not just the affiliate. To ensure that all ESPs have
equal éccess to service offerings made by the EDC, the Code o-f Conduct requires that all
such offerings must be posted electronically on a widely available basis if they are
offered to the affiliated ESP.

2. Tying. The Code of Conduct prohibits the EDC from requiring that any ESP
purchase any product or service from an affiliate as a condition of receiving a regulated
service or product.

3. Information. Again, the EDC is required to treat all ESPs equally and on a non-

discriminatory basis. All requests for information must be processed in the same manner

‘and in the same period of time. An EDC may not under any circumstances provide

information preferences to affiliates. An affiliated ESP may not receive preferential

- access to any non-public information regarding the distribution system and end use

consumers which is not made available to non-affiliated ESPs.

In addition, the EDC employees are prohibited from sharing the following types
of information with its afﬁiiated ESP or any other ESP:

(a) Any information about customers that was acquired from an affiliated ESP

or a non-affiliated ESP;
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(b)  Any market information pertaining to end user customers developed by
the EDC in the course of responding to requests for service; and

(c) Any information where the end user customer has not provided prior
written consent to the release of the information.

4, Promoticn of the affiliate ESP. The EDC is prohibited from promoting any

affiliated electric supplier and may not in any way represent that an advantage accrues to
end user consumers (or apybody else) simply because the affiliate supplier maintains a
relationship with the EDC. The EDC is specifically prohibited from engaging in any
joint advertising or marketing programs with its affiliate and shall not promote or market

any products or services offered by its affiliate.

5. ~Shared employees. Employees that prm./ide regulated transmission and-
distribution services for the EDC shall not be shared with an affiliate electric service ~
provider. Physically separate_d offices are required and all shared facilities are required
to be allocated between the two companies or divisions. The company and its affiliated
ESPs are required to keep separate books of accounts and records. |

6. Co;gdrate identification. The affiliated electric service provider is prohibited
from using the name, logo, service mark, trademark or trade name of the EDC. This is an
essential requirement if the separation of the EDC and the electric service provider are to
have rea‘l meaning with consumers. The results of retail access programs to date show
that the use of the EDC’s name provides a fremendous mark_e'ting advantage to the EDC.
Exhibit 1 JDS-3 shows the dramatic difference in market share when an EDC or its

affiliate markets using the EDC name and when it does not. This is an advantage that

-10-
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clearly can spell the difference between a successful move to full competition — and
failure. Moreover, the prohibition of the use of the EDC name also sends a clear signal
to all employees and others to help identify to them whether they are providing regulated
or unregulated competitive services. In this way, all employees will "be on notice" as to
whether they are in fact honoring the separation and other requirements of the Code and
will facilitate in "self policing." -

7. Dispute resolution and penalties. The Code requires that the company establish a

dispute resolution procedure which requires them to investigate allegations of violations
and maintain a log of such complaints and their resolution. The log will be subject to

review by the Commission to assist in the compliance process.

'WRY IS THE PORTLAND GENERAL CODE OF CONDUCT SUPERIOR TO

OTHER PROPOSED CODES?

The Portland General Code of Conduct is a comprehensive yet succinct set of rules that
will help to assure a "level playing field" between EDC affiliated suppliers and other
suppliers attempting to bring competitive alternatives to customers in the Duquesne Light
Company service territory. Moreover, the Comm‘ission can be assured that this is a
workable and fair altemative since it has been proposed by an electric distribution
company for use in its service territory in its dealings with its affiliates and other

suppliers.

HAS DUQUESNE PROPOSED A CODE OF CONDUCT TO GOVERN THE
RELATIONSHIP BETWEEN ITS REGULATED OPERATIONS AND ITS
UNREGULATED COMPETITIVE SUBSIDIARIES AND ACTIVITIES?

-11-
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Yes. Duquesne witness Hoffman has proposed a Code of Conduct for application to its

"retail services."!

IS THE DUQUESNE PROPOSED CODE SUFFICIENT IN YOUR VIEW TO
ASSURE FAIRNESS TO UNAFFILIATED SUPPLIERS AND TO ENABLE THE
DEVELOPMENT OF A COMPETITIVE MARKET FOR DUQUESNE?

No. The Standards of Conduct adopted by Portland General and that I am adopting here
are far more comprehensive than are those proposed by Duquesne in its Code of Conduct
govefning retail services. For example, Duquesne addresses “Separation of Functions”
with the mere statement that Duquesne employees engaged in the provision of Regulated
Services shall function independently from those engaged in providing unregulated
services. PGE, on the other hand, mandates that employees with responsibility for
operation of the distribution system in any capacity shall not be shared with an affiliate
ESP or the Company’s wholesale merchant function, and further provides for the

physical separation of such employees. While Portland General’s Standards of Conduct

flatly directs that separate books of accounts and records will be kept by the Company

and the ESP, Duquesne’s Code provides only that the costs of any support services

provided to Unregulated Services employees shall be allocated on a nondiscriminatory
basis which reflects the degree to which employees caused the costs to be incurred. This
is obviously insufficient.

Duquesne’s Code of Conduct states that its Regulated Services employees shall
not provide preferential treatment to Duquesne employees engaged in Unregulated

Services, and that Regulated Services will be offered without "undue" discrimination

Duquesne Exhibit FH-2.
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regardless of whether the customer purchases Unregulated Services from Duquesne or an
affiliate. PGE’s Standards of Conduct are worded more strictly on this subject, and
require the Company to “strictly enforce” tariff provisions for which there is no
discretion in the application of the provisién, and to apply tariff provisions in the same
manner to similarly sit_uated ESPs, if discretion may be exercised by the terms of the
tariff. The EDC “shall not” give its affiliated ESP or customers preference over non-
affiliates or their customers in matters relating to any regulated services or products
provided by it. Further, the PGE Stan_dards of Conduct require that all regulated services
offered by the Company be available to all ESPs simultaneously and on a comparable
basis. This specifically includes any discounts, rebates, and fee waivers. Portland ’
General’s Standards also expressly prohibit product tying of regulated products to any
prqduct or service offered by an affiliated ESP. |

Another area in which Portland General’s Standards of Conduct are more explicit
and comprehensive than are Duquesne’s is Information Sharing. Duquesne Regulated
Services employees are prohibited from rleleasing supplier eléctricity charges provided to
them for billihg purposes to Unregulated Services employees, and must provide any
information transferred to Unregulated Services employees to any nonaffiliate upon
request. Portland General requires the Company to process all similar requests for
information in the same manner and in the same period of time, and specifically prohibits

provision of information to an affiliated ESP without a request from the affiliate, in

_ situations where non-affiliated ESPs would have to make a request in order to receive the

13-
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information. Preferential access to non-public information regarding the distribution

system or End Use Customers is also prohibited.

DOES THE DUQUESNE PROPOSAL INCLUDE A DISPUTE RESOLUTION
PROCEDURE?

Yes. Duquesne has stated that it will establish and file with the Commission a dispute
resolution procedure to address complaints that the Code of Conduct has been violated.
In contrast, Port-land General has expressed the same intent, but has also stated that the
dispute resolution procedure will, at a minimum, designate a person to conduct an
investigation and respond to the complainant in writing within 30 days of receiving the
complaint. The response shall include a description of action taken and inform the
complainant of his right to file a complaint with the Commission if the results 6f the

investigation are not satisfactory. All complaints shall be maintained in a log subject to

annual review by the Commission, including a written statement as to the complaint and

its resolution, or reason why it is still pending,.

Most importantly, Portland General, unlike Duquesne, explicitly prohibits the
Company from promoting any affiliated ESP, including prohibition of joint marketing.
Further, the affiliate ESP may not use the name, logo, service mark, trademark, or trade
name of tho.;: Company. In short, “the Company shall in no way promote its affiliated
ESP.” Duquesne’s Code of Conduct does not address these issues, which are some of the

most important in controlling the incumbency advantage of Duquesne.

The Codes of Conduct of both Duquesne and Portland General protect confidential
customer information from release.
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Accordingly, the Commission should decline to adopt the Duquesne proposal and

instead impose the Portland General Code of Conduct contained in my Exhibit 1, JDS-2.

PRESENTATION OF WITNESSES

PLEASE DESCRIBE THE WITNESSES THAT WILL BE PRESENTING
DIRECT TESTIMONY FOR ENRON IN THIS PROCEEDING.

Mr. Lynn Coles from R.W. Beck Consulting will discuss the necessary rules, terms,
and rates for Enron’s usage of Duquesne’s transmission and distribution system and
present a “pro forma supplier tariff." Mr. Paul Reising, a principal with R.W. Beck,
will present Enron’s alternative proposa_l for a Distribution Services tariff, and discuss
the technical issues regarding the unbundling and rate design of Duquesne’s wire and
non-wire services. Mr. Jeffrey A. Brown, who is with Enron, will describe how and
why the Commission should require Duquesne to unbundle additional competitive
services beyond simply the commodity, such as metering and billing. Mr. Gayle
Muench, who is employed in Enron’s residential marketing efforts, will discuss
necessary consumer protections and rules so that all consumers including small users

can benefit from this transttion.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes. Thank you.

-15-
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Exhibit 1 JDS-2

Portland General Electric Company
P.U.C. Oregon No. E-16 " Original Sheet No. N-23

(20} DISPUTE BESOLUTION
Disputes regarding the application of this tariff between the Company and the
ESP will be resoived by the filing of a complaint with the Commission in

accordance with its dispute process except as otherwise provided in the Service
Agreement.

{21) STANDARDS OF CONDUCT
The following standards of conduct pertain to the Customer Choice Program and
the Company’s relationship to the ESPs participating in it. The standards are not

intended to supersede the provisions of Commission Order 97-1986, dated June 4,

1997.

{a)

Provision of Products and Services
The following standards pertain to the Customer Choice Program and the
Company’s relationship to the ESPs participating in it. The standards are

not intended to supersede the provisions of Commission Order 97-198,
dated June 4, 1997.

(i)

{ii)

The Company shall strictly enforce tariff provisions for which there is
no discretion in the application of the provision. The Company shall
apply tariff provisions in the same manner to the same or similarly
situated ESPs if there is discretion in the application of the provision.
The Company shall not, through a tariff pr-ovision or otherwise, give its
affiliated ESP or customers of its affiliated ESP preference over non-
affiliated ESPs or their customers in matters relating to any reguiated
services or products 'provided within the Company’s service territory
{“regulated services").

All regulated services offered by the Company shall be availabie to all
ESPs simultaneously (to the extent technically possible) and on a

comparable basis. - Any discount, rebate, or fee waiver for any

FILED TARIFE-

Advice No. 97-13
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Issuaed August 1, 1997 Effective for service

Al Alexanderson, Sr. Vice Prasident

on and after October 1, 1997



Portland General Electric Company
P.U.C. Oregon No. E-16 : Original Sheet No. N-24

(b}

(c)

regulated services offered by the Company shall be offered to all ESPs

simultaneously and on a comparable basis.

(iii) The Company shall not sell or otherwise provide reguiated services to

_its affiliated ESP without either posting the offering electronically on

a well-known source or otherwise making a sufficient offering to the

market for that regulated service.

{iv} The Company shall process all similar requests for regulated services

in the same manner and within the same period of time.

Tving

The Company shall not condition or tie the provision of any regulated

service or rate agreement by the Company to the provision of any product

or service in which an affiliated ESP is involved.

Information

(i}

{ii)

The Company shall process all similar requests for information in the
same manner and within the same period of time. The Company shall

not provide information to an affiliated ESP without a request in cases

- where information is made available to'non—affiliéted ESPs only upon

request. The Company shall not allow an affiliated ESP preferential
access to any non-public information regarding the distribution system
or End Use Consumers that is not made availabile to ncn-affiliated ESPs
upon request, and shall instruct all of its employees not to provide
affiliated ESPs or non-affiliated ESPs any preferential access to non-
public information.

Employees of the Company are prohibited from sharing with any
affiliated ESP or any non-affiliated ESP (a) any market information
pertaining to End Use Consumers participating in the Customer Choice
Program that was acquired from the affiliated ESP or from any non-

affiliated ESP; or {b) any market information pertaining to End Use

FILED TARIFF
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Portland General Electric Company
P.U.C. Oregon No. E-16 Qriginal Sheet No. N-25

{d)

(e}

Consumers participating in the Customer Choice Program that was
developed by the Company in the course of responding to requests for
distribution service.

(it The Company shall not release any proprietary End Use Consumer
information without the prior written or other approved authcrization
of the End Use Consumer.
motion fili

The Company shall refrain from promoting any affiliated ESP. Neither the

Company nor an affiliated ESP shall in any way represent that any

advantage accrues to an End Use Consumer or others in the use of the

Company’s reguiated services as a result of that End Use Consumer or

others dealing with the affiliated ESP. The Company shail not engage in

joint advertising or marketing programs with its affiliated ESP, nor shall the

Company promote or market any product or service offered by its affiliated

ESP. The Company shall maintain a current list of all ESPs. If én End Use
Consumer requests information about ESPs, the Company shall provide a
copy of the list with ESP names appearing in random sequence and not in
alphabetical order, but the Company shall in no way promote its affiliated
ESP. |

Shared Employees

Employeés of the Company who have responsibility for operation of the
distribution system, such as receiving requests for transmission or '
distribution services, operating the control area, or scheduling ESP
deliveries, shall not be shared with an affiliate ESP or the Company’s
wholesale merchant function, and their offices shall be physically separated
from the office(s) of the affiliate ESP. Any shared facilities shall be fully

and transparently allocated between the two entities.

FILED TARIFF
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Portland General Electric Company
P.U.C. Oregon No. E-16 Original Sheet No. N-26

(f) Books of Acgount
The Company and its affiliated ESP shall keep separate books of accounts
and records.

(g) [ Resoluyti
The Company shall establish and file with the Commission a dispute
resolution procedure to address complaints alleging violations of these
Standards of Conduct. The procedure, at a minimum, shall designate a
person to conduct an investigaticn of the complaint and communicate the
results of the in\}estigation to the claimant in writing within thirty (30) days
after the complaint was received, including a description of any action
taken and the complainant’s right to file a complaint with the Commission
if not satisfied with the results of the investigation. The Company shall
maintain a log of all new, resolved, and pending compliaints. The log shall
be subject to annual review by the Commission and shall include, at a
minimum, the written statement of the complaint and the resolution of the
complaint or the reason why the complaint is still pending. '

{(h)  Penalti ’
The Commission’s penalty authority provided in the Oregon statutes shall
appvly to violations of these rules.

(i) rporate ldentification
The affiliate ESP shall not use the name, logo, service mark, tra-demark, ar

trade name of the Company.

(22) LIMITATION OF LIABILITY
The Company’'s obligations with respect ta the continuity and quality of
Distribution Services, Billing Service, and Power Delivery Service shall be covered
by, subject to, and limited by Rule C(2) of this tariff. The Company is neither

bound by, nor will it enforce, contracts between ESPs and their End Use

.« FILEDTARIFE
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Issusd August 1, 1997 Effective for service
Al Alexanderson, Sr. Vice President on and after October 1, 1997
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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is James D. Steffes. My business address is 1400 Smith Street, Houston,
Texas 77002.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS
PROCEEDING?

Yes. I submitted Enron Statement 1.0

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to respond to Duquesne witnesses Hoffman and
Allison who have submitted testimony rebutting the recommendations to the
Commission made in my direct testimony or that of other Enron witnesses regarding
one or more of the following issues: 1) unbundling of and competitive entry into
revenue cycle services; 2) adoption of a strong Code of Conduct governing the
relationship between Duquesne and its affiliates and divisions engaged in competitive
activities; and 3) adoption of a pro forma distribution service tariff which recognizes
an electric generation supplier’s (“EGS”) ability to act as agent for the end-use
customer in purchasing and provisioning all of the end-use customer’s electricity
needs.

CAN YOU SUMMARIZE THE VIEWS OF THESE WITNESSES?

Yes. These witnesses attempt to evade these important market structure issues facing
the Commission in EDC restructuring proceedings by requesting the Commission to

defer these issues to generic investigations or rulemaking dockets which either have

DSH:10605.1 -1-
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not been initiated to date or have been initiated but are in their very early stages.'
Overall, if these issues are deferred without at least having interim standards in effect,
the Commission runs the risk of entering direct access without having reached critical
decisions on market structure. Such a scenario would be completely chaotic because it
would result in an environment without clear rules. Furthermore, the absence of
critical Commussion decisions at the outset of direct access will have a chilling effect

on competition.

AREN’T ISSUES CONCERNING UNBUNDLING, CODE OF CONDUCT AND
AGENCY POLICY DECISIONS WHICH SHOULD BE DECIDED ON A
STATEWIDE BASIS?

Conceptually, yes. Enron does not oppose resolution of these issues generically on a
statewide basis through rulemaking or investigative dockets. Furthermore, Enron has
been one of the primary proponents of resolving common issues uniformly and
consistently among EDC service territories. However, we are now almost at the close
of 1997. Selection and marketing of customers will commence in mid-1998, and is
only approximately six months away. It is critical to have these issues resolved — or
at least to have interim rules in place — at the commencement of the direct access
implementation process. Rulemakings or investigations which either have not yet been

instituted or are in their early stages can not conceivably resolve these issues in the

short time remaining. It is for this reason that the Commission should, ir each EDC

Recently, on November 21, 1997, the Commission entered a Proposed Rulemaking Order
in Re: Advanced Meter Deplovment for Electricity Providers, L-00970128. The
Commission expects to issue other proposed rulemaking orders, including a competitive
safeguards rulemaking, in the near future.

DSH: 10605.1 -2-
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restructuring proceeding, act to establish sound rules gaverning market structure in the
early stages of direct access. While — given the circumstances — these rules may be
interim in nature, they must be established now or market development will be

seriously tmpeded.

ISN’T SIX MONTHS ENOUGH TIME TO REACH A GENERIC RESOLUTION
OF THESE ISSUES?

No. It is my understanding that generic investigations or rulemaking proceedings,
particularly those which are likely to be controversial in nature, will likely require 12-
18 months to complete. Such delay simply does not accommodate the need for
resolution of these issues now or in the very near future. As explained in my direct
testimony and in the testimony of other Enron witnesses, Enron has developed a record
in this case that supports resolution of these issues in a manner which enables
meaningful competitive development in the early stages of direct access for Duquesne
prior to the time generic dockets can be completed.

EARLIER, YOU STATED THAT THE ABSENCE OF THESE DECISIONS
WOULD SERIOUSLY IMPEDE COMPETITIVE DEVELOPMENT. PLEASE
EXPLAIN.

Each of these issues is critical to meaningful competitive development. Furthermore,
their significance is heightened even further in the early stages of direct access.

As | have explained in my direct testimony, the unbundling of and competitive
entry into revenue cycle services will allow suppliers to add value to generation
services which fulfills consumer needs. This added value, in addition to generation‘
savings, is particularly important in the early stages of direct access when EDCs are

seeking a disproportionately high level of stranded cost recovery. Furthermore,
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enabling suppliers to add value will enhance the level of competitive entry necessary
to bring real benefits to consumers.

A strong code of conduct is equally critical in the early stages of direct access.
If EDCs are permitted to leverage the advantages inherited from their historic
monopoly status and pass through or transfer those advantages to their affiliates, no
unaffiliated supplier will be able to attract customers even if that supplier is offering
lower priced or superior service. Presuming the competitive safeguards rulemaking is
not completed by mid 1998, Duquesne’s proposal would result in no Code of Conduct
during the initial customer selection and marketing process. Such a result is
potentially disastrous and must be avoided at all costs.

Finally, Enron’s experience in other industries, like the gas industry, leads me
to conclude that the vast majority of customers will want to select one entity to fulfill
all of their electricity needs. Enabling suppliers to act as agents for customers will
allow suppliers to offer a “soup to nuts” service which not only accommodates the
customer but brings the customer the greatest value. Again, this issue is no more than
six months away from necessary implementation and must be resolved now, at least on
an interim basis, or customers will be adversely impacted and market development will
be impeded.

WHY ARE THESE ISSUES SO CRITICAL FOR AN INFANT COMPETITIVE
MARKET?

Only if the market is structured to enable competitive entry in a manner which allows
competition to grow and flourish will the Customer Choice Act’s objectives be met. It

is in the earliest stages of competition that market structure issues are of the most
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importance. Competitive entry into an industry which has been traditionally
monopolized is a very fragile process. The ability to reach crucial market structure
decisions prior to the initial stages of direct access in mid 1998 is critical to achieving

the Act’s goals.

IS DUQUESNE’S RELIANCE ON THE PILOT CODE OF CONDUCT
APPROPRIATE?

Absolutely not. Duquesne witness Hoffman believes that the PEA Code of Conduct,
which is presently being utilized in the Pilot Programs, should be used, at least until
statewide standards are codified. Mr. Hoffman’s reliance on the Pilot Program Code
of Conduct is outdated and misplaced. Mr. Hoffman’s reliance is outdated because the
Competitive Safeguards Working Group Report identifies code of conduct provisions
which, for the most part, do not even resemble the PEA code of conduct endorsed by
Mr. Hoffman. While Enron believes the Working Group Report remains inadequate
and requires further development, it departs in many substantive areas from the
outdated PEA code of conduct.’

Furthermore, reliance on either the PEA code of conduct, the Working Group
code of conduct or a proposed rulemaking code of conduct is misplaced. Working
groups and proposed rulemaking proposals should be not used as interim standards. [
have been advised that proposed rulemaking orders can be given no special weight
until regulations are finalized and that interim standards must be based on an

evidentiary record. I believe the Commission has developed a record in this

As indicated previously, Enron also expects the Commission to initiate a competitive
safeguards rulemaking in the near future.
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proceeding which will allow it to make an appropriate determination and establish a

strong code of conduct in Duquesne’s service territory.
Q. DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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I. INTRODUCTION
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
Paul D. Reising, 550 Congressional Boulevard, Suite 290, Carmel, Indiana 46032.
WHAT IS YOUR OCCUPATION?
I am a principal of the firm of R. W. Beck, Inc.
PLEASE DESCRIBE R. W. BECK, INC.
R. W. Beck, Inc. is a corporation of engineers and consultants founded in 1942
for the purpose of rendering professional engineering and consulting serlvices in
planning, fmancing, operating and designing facilities for utilities and energy
users. The Firm employs approximately 500 professional and support personnel to
provide these services. Qur general office is in Seattle, Washington, and we have
offices in ten other cities including Indianapolis.

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
YOUR EXPERIENCE IN THE ELECTRIC UTILITY INDUSTRY.

[ have over 30 years experience in the electric utility industry with a broad range
of responsibilities in such areas as planning, economic analysis, rate analysis and
contract negotiations. Exhibit 2, PDR-1 is a brief summary of my educational
background and my experience in the electric utility industry.

ON WHOSE BEHALF DO YOU APPEAR IN THIS PROCEEDING?

I am appearing on behalf of Enron Power Marketing Inc. (“EPMI™).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

In my testimony, I will be covering issues related to the appropriate unbundling of
services E;nd rates of Duquesne Light Company (“Duquesne™). I will offer for the

Commission’s consideration a pro forma Distribution Services Tariff and will



1 present an alternative approach to design of unbundled rates applicable to that

2 tariff.

3 II. CONCLUSIONS AND RECOMMENDATIONS

4 Q. WHAT CONCLUSIONS HAVE YOU REACHED BASED ON THE

5 ANALYSES YOU HAVE COMPLETED IN THIS PROCEEDING?

g A. Based on my review of the Company’s filing and responses to interrogatories, 1
8 have reached the following conclusions:

9 1.  The Company’s functional assignment of costs does not provide a sound
10 basis for setting unbundled rates.

11 a. The Company has included in its distribution functional revenue
12 requirements costs that have nothing to do with the actual delivery of
13 electric power and energy to the ultimate customer. These costs must be
14 removed from distribution services charges.

15 b. Duquesne inappropriately includes in its distribution charges the
16 cost of losses computed on the basis of its embedded proﬁuction coéts.
17 End users should be permitted to arrange for supply of all electric power
18 and energy requirements, including losses across the Duquesne T&D -
19 system. The production-related cost of losses must be removed from
20 unbundled distribution charges.
21 c. Charges for distribution services should be subdivided into: (1)
22 “wires” services, which I will refer to in my testimony and exhibits as
23 “Energy Delivery Services,” and (2) non-wire services, which are referred
24 to in some jurisdictions as “Revenue Cycle Services”.
25 d. Duquesne’s cost of service and rate design studies identify costs
20 associated with providing FERC-regulated, transmission-related ancillary

DSH:10326.1 -2-
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services. However, Duquesne bundles charges for ancillary services into
its proposed transmission charge. Ancillary services should be unbundled
from base rates and separately stated in Duquesne’s restructured rates.
e. I have completed an independent functional cost analysis for
Energy Delivery Services and Revenue Cycle Services which corrects the
deficiencies of the Duquesne functional cost analysis. A summary of that
analysis is presented in Exhibit 2, PDR-3. That analysis provides for the
proper separation of functions that may be provided competitively by
Electric Suppliers or other vendors, rather than assigning such functional
costs, by default, to the monopoly “distribution” function as proposed by
Duquesne, and provides a reasonable basis upon which to design rates for
unbundled services.
2. Rates should be separately computed and stated for the following
unbundled services:
i) Transmission Service
ii) Ancillary Services
iti}  Energy Delivery Services
iv) Revenue Cycle Services
3. A Distribution Services Tariff is needed to establish the rules and delivery
service rates applicable to energy service providers who will be responsible for
making all necessary arrangements for individual or aggregated end-user
customers. [t is of fundamental impbrtance that there be standardized and
consistent distribution service tariffs throughout a state and between states to allow
full competition. Otherwise, unjustified differences in terms and conditions of

service of various existing electric utilities will not provide equal treatment and

3.
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the ultimate customers will be denied the benefits of full competition. There
should be a full and complete dialogue by all interested parties on the Distribution
Services tariff. That dialogue should begin now. Exhibit 2, PDR-6 is submitted
to facilitate that process.

4, Rates for services under the Distribution Service Tariff should be designed
so as to reflect the characteristics of the customer’s service rather than historical
identification by traditional “class™ of service. Exhibit 2, PDR-7, provides a
sample rate design calculation for Energy Delivery Services. That re;te design
segregates customer and demand-related revenue requirements by customer voltage
level, with separately defined charges for secondary, primary and transmission
voltage service. Rates for Revenue Cycle Services are also developed in Exhibit
2, PDR-7.

WHAT ARE YOUR SPECIFIC RECOMMENDATIONS TO THE
COMMISSION IN THIS PROCEEDING?

My recommendations include the following:

1. The Commission should require Duquesne’s compliance filing in this
proceeding to correct the. deficiencies in its functional cost analysis in a manner
consistent with the methodology used in preparing Exhibit 2, PDR-3.

2. In conjunction with the previous recommendation, the Commission should
adopt the pro forma Distribution Services Tariff presented in Exhibit 2, PDR-6,
after giving due consideration to comments received from interested parties in this
proceeding,

3. The Distribution Services Tariff should contain schedules that provide the
terms and compensation provisions applicable to Energy Delivery Services and

Revenue Cycle Services. The rates for such services should be voltage



O~ O\

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30 Q.
31
32
33 A

34

35
36
37
38
39

40

DSH:10326.1

differentiated and computed in a manner consistent with the rate development
presented in the relevant portions of Exhibit 2, PDR-7.

III. UNBUNDLING SERVICES AND RATES

REGARDING THE ISSUE OF SERVICE AND RATE UNBUNDLING,
WHAT GUIDELINES DID THE GENERAL ASSEMBLY PROVIDE TO
THE PUBLIC UTILITY COMMISSION AND TO UTILITIES?

In the Electricity Generation Customer Choice and Competition Act (the
“Competition Act”), the General Assembly established the following requirements
related to unbundling of services and rates:

The Commission shall require the unbundling of electric utility
services, tariffs and customer bills to separate the charges for
generation, transmission and distribution. The Commission may
require the unbundling of other services. (Section 2804 (3))

The Commission shall require that restructuring of the electric
utility industry be implemented in a manner that does not
unreasonably discriminate against one customer class to the benefit
of another. (Section 2804 (7))

A restructuring plan under subsection (D) must include, consistent
with the determinations of the commission, unbundled prices or
rates for generation, jurisdictional transmission, distribution and
other services; ..." (Section 2806(E))

Customer bills shall contain unbundled charges sufficient to enable
the customer to determine the basis for those charges. (Section
2807 (c) (1))

HAS THE COMMISSION PROVIDED ANY FURTHER GUIDANCE ON
THIS SUBJECT?

Yes. In its Order in Docket No. M-00960890, Folder 0003 at 5, the Commission
noted that:

Utilities filing restructuring plans must propose tariffs which
remove and reallocate non-jurisdictional transmission costs which
will be recovered through federally approved tariffs, determine
jurisdictional cost responsibility, allocate it properly between
regulated local distribution tariffs and generation tariffs.
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At 22: The major ratemaking task in these proceedings is not to
determine the overall level of revenues, but how revenue
responsibility is to be allocated to generation, transmission,
distribution and common costs of service, and how those costs will
be borne by existing and new customers and customer classes.

WHAT TESTIMONY DOES THE COMPANY PRESENT ON THE ISSUE
OF SERVICE AND RATE UNBUNDLING?

Company witness Lahtinen presented the Company’s functional cost of service
analysis in his Exhibit JAL-1. The resuits of Mr, Lahtinen’s cost of service
studies were used to develop the unbundled rates and charges proposed by the
Company in this proceeding. Mr. Lahtinen also presented the Company’s

proposed unbundled rate design.

DO YOU BELIEVE THAT MR. LAHTINEN’S FUNCTIONAL COST OF
SERVICE STUDY IS AN APPROPRIATE BASIS FOR DEVELOPING
UNBUNDLED RATES AND CHARGES IN THIS PROCEEDING?

No. I believe that additional steps are required in order to provide a sound basis

for unbundling the rates and charges in this proceeding.
PLEASE EXPLAIN.

The Company’s defined functions and the manner in which costs are assigned to
those functions, in effect, cause the “distribution” category identified by Duquesne
to be a catchall for anything not otherwise classified as “production” or

k]

“transmission.” As a result, Duquesne has included in the “distribution” category

many costs that have nothing to do with the actual delivery of electric power and

_ energy to the ultimate customer. These deficiencies mean that Duquesne’s

proposed functional assignment of costs and resulting rate design substantially
overstate the assignment of costs to the energy delivery service function and

understates the costs that should be assigned to the production function.

-6-



10
11
12

13

14
15
16

17
18

19
20
21
22

23
24
- 25

26

27

DSH:10326.1

DO YOU HAVE ANY COMMENTS REGARDING THE
FUNCTIONALIZATION OF COMMON COSTS?

Yes. Duquesne has utilized functional labor ratios to assign the bulk of its
administrative and general expenses and general plant. 1 view the use of labor
ratios for assignment of other A&G expenses and general plant investment as a
proxy method. I believe that the Commission should require that a thorough
analysis be conducted to determine which common costs will continue to be
required to support Duquesne’s regulated transmission and distribution business,
and which of those current common costs will be eliminated or transferfed to
Duquesne’é affiliated deregulated generation businesses. Such analysis should be
taken into consideration in the determination of charges for distribution-related

services prior to the end of the rate cap period.

PLEASE DESCRIBE SPECIFICALLY WHICH COST ELEMENTS
DUQUESNE INCLUDED IN ITS DISTRIBUTION CHARGES THAT HAVE
NOTHING TO DO WITH DISTRIBUTION SERVICES?

Duquesne’s cost of service study reflects a total revenue requirement for the

~ combined Distribution and Customer Services function of $253.7 million,

exclusive of demand and energy losses (Exhibit JAL-1). Duquesne’s cost of
service study inappropriately assigns several cost of service elements which must
be removed in order to arrive at an appropriate basis for setting unbundled rates

for distribution related services. These cost elements include:

1. Sales Expenses,
2. Customer Information and Assistance Expenses, and
3. the portion of Uncollectible Accounts Expense which should be

assigned and recovered from Duquesne’s generation business.

7-



1 Q. HOW DID THE COMPANY TREAT SALES EXPENSES IN ITS COST OF
2 SERVICE STUDY AND WHY DO YOU PROPOSE TO REMOVE THEM
3 FROM DISTRIBUTION RELATED SERVICE CHARGES?

4

5 A Duquesne included 100% of its test period direct sales expense plus allocated

6 overhead expenses in its Customer Services functional costs. These costs were

7 subsequently rolled into the total revenue requirements for the Distribution

8 functional category.

9 ~ Sales expenses are incurred to promote the sale of additional energy to
10 retail customers. They are clearly an energy supply marketing function, and
11 should not be included in charges for distribution services. Duquesne’slenergy
12 supply affiliates will gain an unfair advantage if Duquesne continues to carry out
13 marketing functions for its power supply affiliates or uses part of the proceeds
14 from its wires charges to pay the marketing costs of its energy supply affiliates.
15 If Duquesne is able to foist its energy supply marketing costs onto its T&D
16 customers, its affiliates will be able to artificially price their enefgy supply.
17 services without concern for their true costs of doing business, and their
18 competitors will effectively subsidize Duquesne’s affiliates.

19 Q. WHY ARE YOU PROPOSING TO REMOVE CUSTOMER

20 INFORMATION AND ASSISTANCE EXPENSES FROM DISTRIBUTION
21 FUNCTIONAL COSTS AND SERVICE CHARGES?

22 .

23 A. My reading of the accounting instructions for the Uniform System of Accounts for
24 Account 908 -- customer assistance expenses, and Account 909 -- informational
25 and instructional advertising expenses, indicates that the activities covered under
26 this functional category include many expense elements that are in reality

27 marketing and promotional costs that should be assigned to Duquesne’s generation
28 business, not to its distribution business. Examples of such activities and related

DSH: 10326.1 -8-
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expenses include advice regarding the most efficient use of electric equipment,
demonstrations of the economical and efficient use of electric service, and
engineering and technical advice to promote efficient and economical use of a
utility’s service. None of the expenses associated with these activities are related
to rendering energy delivery or revenue cycle services and should not be passed
on to customers taking unbundled services. It is possible that a portion of an
EDC’s expenses for customer information and assistance might apply to the
energy delivery system: An example of such expense might include advertising
and other instructional activities designed to educate energy delivery service
customers regarding electric line safety matters. However, I have no information
available to me to indicate what, if any, portion of Duquesne’s customer assistance
and information expense are related to distribution system safety matters, If
Duquesne can demonstrate what portion of its customer information and assistance
expense is directly attributable to energy delivery safety issues, my functional cost
of service analysis easily can be amended to accommodate an appropriate

assignment of such costs to energy delivery service charges.

THE NEXT POINT YOU RAISED HAD TO DO WITH UNCOLLECTIBLE
ACCOUNTS. PLEASE EXPLAIN THE ADJUSTMENT YOU ARE
RECOMMENDING.

Duquesne’s functional cost study and the proposed distribution service charges are
based on revenue requirements which include 100% of Duquesne’s test period
uncollectible accounts expense. In Exhibit JAL-1, Duquesne has included $32.5
million of customer accounts expense in its total Company revenue requireménts.
This amount includes $11.0 million of uncollectible accounts expense. 1 strongly

disagree with this approach. Instead, to the extent that Duquesne continues to be
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responsible for billing end users, Duquesne’s uncollectible accounts expense
should be allocated between production, transmission and distribution functional
revenue requirements based on the proportion the revenue requirement for each
function bears to the total company revenue requirements. This approach will
result in assigning a proportionate amount of uncollectible accounts expense to
each function, and will eliminate the subsidy which Duquesne otherwise proposes
to create. Duquesne, as the EDC and billing agent should be compensated for the
production portion of any allowance for uncollectible accounts by its. energy

supply affiliates, not by its wires service customers.

I would point out that to the extent that energy suppliers or third parties
other than Duquesne as EDC provide billing services and take credit risk, then
there should not be any allowance for Uncollectible Accounts Expense rolled into

Duquesne’s charges for distribution services.

ASSUMING THAT THE COMMISSION ADOPTS YOUR :
RECOMMENDATIONS REGARDING THE FUNCTIONALIZATION OF
SALES, CUSTOMER INFORMATION AND UNCOLLECTIBLE
ACCOQUNTS EXPENSES, COSTS AND CHARGES FOR DISTRIBUTION-
RELATED SERVICES WILL BE REDUCED. WOULDN’T THE
REDUCTION IN DISTRIBUTION COSTS AND CHARGES RESULT IN AN
INCREASE IN STRANDED COSTS AND THE COMPETITIVE
TRANSITION CHARGE?

Absolutely not. The costs I am recommending be removed from distribution-

related services are costs that are incurred to support Duquesne’s peneration

business. If Duquesne is permitted to treat these costs as stranded costs and
recover them through the CTC, end users who choose to purchase their energy
requirements from suppliers other than Duquesne will be subsidizing those who
elect to purchase from Duquesne. This is because Duquesne and its affiliates will

be able to price their energy supply services artificially, without concern for their
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true costs of doing business. This is not the case for an alternative supplier who
must compete on a price basis, but can do so only to the extent that its costs of
doing business are covered, including its direct and overhead costs of generation
operations and wholesale purchases. In order to create a fair competitive market
these costs must be assigned to the “generation” portion of the rates of Duquesne.
There is no basis for suggesting that these c'osts are “stranded” and to characterize
them as such, and to simply add them to Duquesne’s stranded cost allowance

satisfies no principle of cost allocation or fairness of which I am aware.

IN THE SUMMARY PORTION OF YOUR TESTIMONY YOU
INDICATED THAT DUQUESNE INAPPROPRIATELY INCLUDED THE
EMBEDDED PRODUCTION COSTS OF TRANSMISSION AND
DISTRIBUTION SYSTEM LOSSES IN ITS PROPOSED CHARGES FOR
DISTRIBUTION SERVICES. PLEASE EXPLAIN YOUR CONCERN WITH
DUQUESNE’S PROPOSAL.

In Exhibit JAL-1C, Page 3, the Company has included the production related costs .
of losses for delivery of power and energy across the Duquesne transmission and
distribution system in its distribution-related revenue requirements. In doing so,
the costs for such losses are based on Duquesne’s embedded generation costs.
Duquesne’s proposal precludes end users from securing all of their power and
energy requirements (inclusive of system losses) from alternative suppliers.
Duquesne’s proposal increases its distribution charges by an average of 12%.
These charges for embedded production costs must be removed from all charges
for transmission and distribution services. My cost of service and rate design
studies, which I will subsequently describe, are appropriately computed without
production-related losses. Of course, transmission and distribution functional costs
included in my exhibits include the transmission and distribution capacity costs

associated with T&D system losses.

J11-
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EARLIER YOU STATED THAT WEST PENN’S CHARGES FOR
DISTRIBUTION SERVICES SHOULD BE SUBDIVIDED INTO CHARGES
FOR (1) ENERGY DELIVERY SERVICES AND (2)REVENUE CYCLE
SERVICES. WHICH COST ELEMENTS WOULD YOU INCLUDE IN
COMPUTING CHARGES FOR ENERGY DELIVERY SERVICES?

I would include all operating expenses and rate base elements associated with the
facilities required for delivery of power and energy from the transmission grid to
the point of measurement of service or in the case of service to street lighting
facilities, the point at which the street light “appliance” is electrically connected to
the distribution system. Facilities and related costs which fall in this category as
applied to West Penn’s distribution system include transmission and primary
voltage substations and lines, line transformers, secondary voltage lines and
service drops, although future refinement might result in excluding secondary
voltage lines and service drops from regulated Energy Delivery Services, as these
are potentially competitive services. I would also include an appropriate
allocation of support costs such as administrative and general expenses and

carrying costs for general plant.

WOULD YOUR DEFINITION OF ENERGY DELIVERY SERVICE
FACILITIES INCLUDE METERS AND STREET LIGHTING?

No. While utility plant and expense accounting has traditionally included meter-
related plant and expenses and lighting-related plant and expenses in “distribution”
plant and expense accounts, they have nothing to do with the actual delivery of

energy to the customer. As pointed out by EPMI witnesses Muench and Brown,

- the provision of meters and meter reading is not a natural monopoly service.

Both from an operational and a functional standpoint, this service can be separated
from the actual delivery of electricity using Duquesne’s distribution system.

Meters are required to measure the amount of power and energy actually delivered

-12-
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to the customer. Such measurement is necessary for purposes of gathering billing,
system operations and system planning data applicable to all three primary

functions: production, transmission and energy delivery.

Street light facilities, of course, are an end-use appliance and obviously
have nothing to do with serving an energy delivery function. The costs of such
street light facilities, including allocated common costs, should be recovered
separately through unbundled charges in existing class-based rates or through
separate service schedules in connection with the Distribution Services Tariff
which I will subsequently describe. Lighting customers would also be charged
appropriate amounts for transmission and Energy Delivery Service necessary in
order to convey power and energy for energizing the street light appliance. Other
witnesses on behalf of EPMI will provide further support for unbundling of

Revenue Cycle Services.

IN THE INTRODUCTION TO YOUR TESTIMONY YOU RAISED AN
ISSUE REGARDING ANCILLARY SERVICE COSTS. WHAT ARE
ANCILLARY SERVICES?

Generating plant facilities that are connected to a transmission system support the
transmission of power, and there is a cost associated with the generating plants
providing this transmission support function. In the past, when the majority of
electric power was generated and transmitted by the same utility, all of the costs
of providing the power were bundled together and billed as a single charge.

There was no need to account separately for the cost of using generating facilities
to support the transmission of power, since all of the power sales revenues went to
the same party. However, when the generation and transmission of power become

two separate functions, performed by two or more different parties, the costs

-13-
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associated with the portion of generating plant that supports transmission service
needs to be properly recognized and charged, and the revenues credited to the

proper function or party.

Ancillary Services are the generation support services that are needed along
with transmission service to maintain reliability within and among the “Control
Areas” affected by the transmission service. A Control Area is a defined system
of generation, transmission and other electric facilities and loads in which the
Control Area operator is responsible for ensuriﬂg that loads and interchgnge

transactions are served in a reliable manner.

WHAT SPECIFIC SERVICES DO THESE ANCILLARY SERVICES
ENTAIL?

The Federal Energy Regulatory Commission (“FERC”) in its Orders 888 and 888-
A and the appended pro-forma Open Access Transmission Tariff define six

ancillary services.

The Transmission Provider is required to prt-)'vide (or offer to arrange for),
and the Transmission Customer is required to purchase, two Ancillary Services:
(1) Scheduling, System Control and Dispatch, and (2) Reactive Supply and

Voltage Control from Generation Sources.

The Transmission Provider is required to offer to provide (or offer to
arrange for) the four other Ancillary Services only to the Transmission Customer
serving load within the Transmission Provider’s Control Area. These include: (1)
Regulation and Frequency Response, (2) Energy Imbalance, (3) Operating Reserve

- Spinning, and (4) Operating Reserve - Supplemental.

-14-
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I provide a definition and description of each of the six ancillary services

in Exhibit 2, PDR-2.

YOU STATED THAT DUQUESNE FAILED TO SEPARATELY IDENTIFY
CHARGES FOR ANCILLARY SERVICES. WHY IS THAT A PROBLEM?

As | just described, certain of the ancillary services must be provided by the
Transmission Provider, while the remaining ancillary services can be secured from
other sources or vendors. In my opinion, ancillary services should be unbundled
from base rates for at least the following reasons. First, to the extent that
customers have the ability to secure ancillary services from other sources, such
customers will pay twice for ancillary services (once in base rates and a second
time in the costs they directly incur) unless charges for those services are
separately identified and billed. Second, stating the price for ancillary services
will permit the customer to analyze its options for meeting ancillary service
requirements. Third, separately identifying charges for ancillary services would
permit the rates for those services to be updated as the Allegheny Power rates for
ancillary services change. The concept | have in mind is consistent with the
Commission’s Preliminary Order and Opinion related to Duquesne’s Retail Access
Pilot Program. In that order, the Commission stated that “if Duquesne provides
‘retail’ ancillary service, and charges for these services, it shall file the rates with
the Commission as retail tariffed rates and include such supporting data as
necessary to demonstrate that these costs are not already recovered in base rates.”
Petition of: Dugquesne Light Company for Approval of Retail Access Pilot
Program, Docket No. P-00971175, Preliminary Order and Opinion issued May 8,

1997 at 19.
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IV. FUNCTIONAL COST OF SERVICE

HAVE YOU PREPARED AN ALTERNATIVE FUNCTIONAL COST OF
SERVICE?

Yes. I have prepared a functional cost of service study, summarized in Exhibit 2,
PDR-3, which corrects the deficiencies in the Company’s functional assignment of

costs.

HOW DO THE REVENUE REQUIREMENTS USED IN YOUR ANALYSIS
COMPARE TO THOSE IN MR. LAHTINEN’S EXHIBIT JAL-1?

For purposes of my functional cost of service study, 1 have relied entirely on the
line-by-line elements of revenue requirements used in Mr. Lahtinen’s 1996 test
year cost of service study, except that [ have computed the functional revenue
requirements on the basis of the actual rate of return earned during 1996 rather
than the target return. That does not mean that I am necessarily endorsing all
other elements of the Company’s total jurisdictional revenue requirements. My
focus in this proceeding is on functional cost assignment and rate uhbundling

rather than on total company revenue requirements issues.

WHAT ABOUT ALLOCATION FACTORS? HAVE YOU MADE ANY
CHANGES TO THE VALUES USED BY MR. LAHTINEN?

No, I have adopted the same test period class allocation and billing unit data as

used by Mr. Lahtinen in his exhibits and supporting workpapers.

COULD YOU PLEASE PROVIDE AN OVERVIEW OF YOUR
FUNCTIONAL COST STUDY?

My analysis of functional costs which forms the basis for my recommendations on

unbundled rate design consisted of four principal steps. First, I replicated the

-16-
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Company’s functional cost of service based on the Company’s functional

definitions:

Production Energy
Production Demand
Transmission
Distribution-Demand Related
Distribution-Customer

Customer Services

A summary of my functional cost of service is provided in Exhibit 2,

PDR-3.
In the next step, summarized on the second page of my exhibit, the

total amount shown in the functional cost of service for distribution-demand
related costs were further divided into cost categories to permit identiﬁgation of
costs by voltage level (transmis—sion, subtransmission, primary and secondary). As
shown on the third page of Exhibit 2, PDR-3, distribution customer-related costs
were divided into cost categories associated with primary and secondary voltage
delivery, service, lighting and metering. These cost breakdowns, other than
lighting and metering, are applied in subsequent analysis of unbundled rates for

Energy Delivery Service.

In the final step, shown on the fourth page of my exhibit, the customer
services category was further subdivided in order to identify functional costs
assoctated with Revenue Cycle Services (meter reading and billing and
collections). Metering costs derived from distribution customer-related revenue

requirements will also be included in Revenue Cycle Services.

-17-
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ARE THERE ANY STRUCTURAL DIFFERENCES BETWEEN THE COST

OF SERVICE STUDY YOU CONDUCTED AND THAT PRESENTED IN
MR. LAHTINEN’S EXHIBITS?

Yes. Mr. Lahtinen’s cost of service exhibits first allocate classified costs by
existing customer service class. He then aggregates these costs by function to
arrive at functional revenue requirements for total company and for each rate
class. My approach, on the other hand, begins by functionally allocating each of
the elements in the Company’s revenue requirements. This approach permits
revenue requirements to be segregated into functional categories at a level of
detail not readily accomplished using Mr. Lahtinen’s model, as is needed, for
example, to separate costs associated with regulated, wires servit;es and
competitive, non-wires services. It also provides a great deal of flexibility to
consider alternative rate design approaches, such as the computation of voltage-
differentiated (rather than class-differentiated) charges for energy delivery
services. Once the functional details are developed, the results .can be used to
allocate functionalized costs by rate class for purposes of designing class-based '

rates.

HOW DO YOUR FUNCTIONAL COSTS COMPARE TO THOSE
PROPOSED BY THE COMPANY IN MR. LAHTINEN’S EXHIBITS?

The following table provides a comparison of the functional cost breakdown 1
developed in Exhibit 2, PDR-3 with Mr. Lahtinen’s functional assignment of

Ccosts:

-18-
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Z S T Yunctional Revenue Requirements - 3000 .

A e—— Total Retail

5

6 EPMI Analysis Functional

7 i Exhibit 2 Assignment of Costs

8  {Functional Description PDR-3 Exhibit JAL-1

9 i $Million $Miilion
A e S
11 Production Demand-Related ™ 45170 666.9"
12 iProduction Energy-Related 335.9 182.3
13 iTransmission-Related’ 35.1 31.7
15 iDistribufion-Related Plant and Expense
16 | Energy Delivery Service 174.6
17 | "Revenue Cycle -- Meters 7.3
18 Lightng Service . S S —
19 o i "g']:ithtal ------------- 187-5 -------
T N S S
21 Cistomer Accounts, Information
22 Revenue Cycle: '
23 Meter REAAING b e
241 Billing C S S N
25 Other SETVICES | b A
26 SUBtOtAl A N
I i —
28 {Total "Distnbution’ > T 30979 25377
50 OB IBITIOUIOIL e e et sssss s s e et e ns s s s s
30 Total All Functions "~~~ LO3LY L1346 .
31
32
33 WHY IS YOUR RECOMMENDED APPROACH SUPERIOR TO THE
34 COMPANY’S FUNCTIONAL BREAKDOWN?
35 :
36 In my opinion, the functional cost study underlying Exhibit 2, PDR-3 provides for
37 the proper separation of functions that may be provided competitively by Electric
38 Suppliers or other vendors, rather than assigning such functional costs, by default,
39 to the monopoly distribution function as proposed by Duquesne. 1 believe they
40 provide a reasonable basis upon which to design rates for unbundled services.

: Excluding ancillary services.
2 Excluding losses.
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Accordingly, I recommend that the Commission require Duquesne to submit a
compliance filing in this proceeding which corrects the deficiencies I have
described, using the methodology used in preparing Exhibit 2, PDR-3.

V. RATE DESIGN FOR CLASS-BASED RATES

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?
The purpose of this section of my testimony will be to present my
recommendations for designing appropriate unbundled rates to be set forth in
Duqﬁesne’s rate schedules, in the event that the Commission orc;lers continued use
of class-based rates. As I will subsequently describe, the unbundled, class-based
rates I am recommending reflect adjustments to remove costs not properly
attributable to distribution services and to provide a lerther unbundling of charges
between “wires” and “non-wire” services. In a separate section of my testimony, I
will offer an alternative rate design to be used in conjunction \\_rith a di-stributipn

services tariff.

WHAT RATE DESIGN APPROACH WOULD YOU RECOMMEND BE
ADOPTED IN THIS PROCEEDING?

There are several elements to my recommendations for the design of appropriately
unbundled services and rates in this proceeding. First, rates should be sepa_rately
computed and stated for the following unbundled services:

1. Transmission Service

2. Ancillary Services

3. Energy Delivery Services -- this is the “wires” only piece of what

the Company labels as “distribution.”

4. Revenue Cycle Services -- this is the “non-wires” piece of the

Company’s “distribution” charge, and includes metering, meter reading,
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billing and customer billing records and a portion of uncollectible accounts

expense.

Charges for transmission services and ancillary services will be set in
accordance with the FERC Open Access Transmission Tariff applicable to the
EDC.

WHY ARE YOU PROPOSING TO SPLIT DISTRIBUTION RELATED
SERVICES BETWEEN ENERGY DELIVERY SERVICES AND REVENUE
CYCLE SERVICES?

EPMI witnesses Muench and Brown make a compelling case for the need to
unbundle competitive services from monopoly services. Their testimony more
than adequately supports the need for unbundling, and I will not repeat it here.
Regardless of whether Revenue Cycle Services are open to competition
immediately or at a later date, the current level of costs incurred for Revenue
Cycle Services must be fully unbundled from Energy Delivery Service charges so
that end-users using an EDC’s distribution facilities can readily identify the
charges for such services. The Commission’s July 10th ruling indicates that the
issue of Revenue Cycle Services is to be further explored. The identification of
current costs of Revenue Cycle Services will facilitate that process and may
facilitate development of a competitive market.

PLEASE DESCRIBE THE PROCESS YOU USED TO DEVELOP
PROPOSED CHARGES FOR ENERGY DELIVERY AND REVENUE
CYCLE SERVICES.

There were several steps to the process I employed. These steps were required in
order to reflect all of the adjustments I am recommending to the functionali:;ation

of total company revenue requirements. The results of my analysis of unbundled,

class-specific energy delivery and revenue cycle charges is provided in Exhibit 2,
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PDR-4. This exhibit parallels Duquesne’s Exhibit JAL-9. The process I used is

as follows:

. Each category of distribution costs was allocated to each of the existing
customer classes using the same class allocation factors used in
Mr. Lahtinen’s cost of service study. For example, distribution primary
demand-related costs were allocated to each class using Duquesne’s
allocation factor No. 8 -- class maximum demands (the documentation for

this portion of the analysis is provided in Exhibit 2, PDR-5).

. From this analysis, I derived the amount of revenue requirements
attributable separately to Energy Delivery Services and Revenue Cycle

Services.

. _Fiﬁally, I designed unbundled rates using the revenue requirements for
Energy Delivery Services and Revenue Cycle Services from my functional
cost of service study and West Penn’s computed revenue requirements for
transmission and ancillary services from Exhibit JFB-1, Tables D and E,
respectively. In computing charges for Energy Delivery Services and
Revenue Cycle Services, distribution charges were split proportionately,
such that all customer charges, demand charges and energy charges now
have two separate components.

EXHIBIT 2, PDR-4 DOES NOT INCLUDE SEPARATELY STATED CTC
CHARGES. WHY ARE THEY NOT INCLUDED?

I have not studied the appropriateness of Duquesne’s proposed energy prices or
CTC amounts. The focus of my efforts has been on determining appropriate
unbundled T&D charges. As I observed earlier in my testimony, customer service

expenses and applicable portions of uncollectible accounts allowances are not
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stranded costs. Care must be taken to make certain that these costs are not

included in the CTC.

V1. DISTRIBUTION SERVICE TARIFF

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?
In this section of my testimony, 1 will preseht for the Commission’s consideration
a pro forma Distribution Services Tariff. An accompanying Electric Supplier
Tariff is also offered by EPMI as is described in the Direct Testimony of Mr.
Lynn Coles.

WHY ARE YOU PROPOSING SUCH A TARIFF?

The rules and regulations proposed by Duquesne do not envision an environment
where an energy service provider makes all necessary arrangements (acts as agent)
for individual or aggregated end users. The Distribution Services Tariff I am
proposing will apply to suppliers who will be responsible for making all necessary
arrangements for individual or aggregated end-user customers. As such, it would
apply equally as well to Duquesne and its energy supplier affiliates. The Tariff
sets forth a common set of basic rules that would apply to retail open access and
delineates all applicable charges so that suppliers will be able to determine their

costs to deliver electric power and energy to their end-user customers.

In my opinion, it is of fundamental importance that there be standardized
and consistent distribution service tariffs throughout a state and between states to
allow full competition. Otherwise, unjustified differences in terms and conditions
of service of various existing electric utilities will prevent equal treatment and the

ultimate customers will be denied the benefits of full competition.
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I believe there should be a full and complete dialogue by all interested
parties on both the Distribution Services Tariff and the Electric Supplier Tariff.
As a contribution toward starting that process, EPMI has asked that I prepare and
present a pro forma Distribution Services Tariff governing the relationship
between the EDC and eligible end users or Electric Suppliers using such services
on a collective basis for its customers. Exhibit 2, PDR-6 is submitted for that
purpose, and is intended as a working document.

YOU REFER TO THIS AS A “PRO FORMA” TARIFF. WHAT DO YOU
MEAN BY THAT?

Essentially, this tariff is intended to be a generic document that can provide the
basic framework for contractual arrangements that would apply to any of -the
jurisdictional utilities in the state who are required to file and abide by
restructuring plans. This parallels the concepts intended by the FERC in its pro
forma tariff for transmission service disseminated under its Orders 888 and 888-A.

WHAT PROCESS DID YOU USE TO DEVELOP THIS PROPOSED
TARIFF?

[ began by examining the existing rules and regulations applicable to electric
service in Pennsylvania. [ also examined elements of the FERC’s pro forma Open
Access Transmission Tariff to identify matters that should be considered part of a
customer tariff. 1 have previously submitted draft versions of the Tariff in other

restructuring proceedings.

WHAT SERVICES WOULD BE COVERED BY THE PRO FORMA

_ DISTRIBUTION SERVICES TARIFF YOU ARE OFFERING IN EXHIBIT

2, PDR-6?
The FERC’s pro forma open access transmission tariff covers network integration

transmission service and the transmission and generation ancillary services
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identified by the FERC. The pro forma Distribution Services Tariff must then
cover the remaining services necessary to meet the requirements of Electric
Suppliers taking service on an unbundled basis on behalf of their customers --
retail energy users. As I previously described in the discussion of service and rate
unbundling, those services fall into two principal categories: Energy Delivery
Services and Revenue Cycle Services charges for these services will be covered
in schedules appended to the Tariff. Other schedules to the Tariff would cover
the CTC and other services ancillary to tlie energy delivery function such as
power factor correction and supply of distribution losses.

WHAT IS YOUR RECOMMENDATION TO THE COMMISSION WITH
REGARD TO THE PRO FORMA DISTRIBUTION SERVICES TARIFF?

I recommend that the Commission adopt the Distribution Services Tariff presented
in Exhibit 2, PDR-6, after giving due consideration to comments received from

interested parties in this proéeeding.

VII. RATE DESIGN FOR DISTRIBUTION SERVICES TARIFF
PLEASE EXPLAIN YOUR PROPOSAL FOR DESIGNING RATES FOR
SERVICES APPLICABLE UNDER THE DISTRIBUTION SERVICES
TARIFF.

For the Distribution Services Tariff, I am recc"mmending that rate design and
applicable rates be greatly simplified, with rates designed so as to reﬂéct the
characteristics of the customer’s service rather than historical identification by
traditional “class” of service.

PLEASE EXPLAIN.

Historically, electric utility customers have been charged for their electric service

on the basis of service classifications -- residential, general service, large high

voltage, lighting, etc. I believe that in the restructured industry, the important

25-
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pricing distinctions between customers will be the timing of electricity

consumption, the voltage level at which customers take service and whether that

service entails single-phase or poly-phase facilities. This approach has a number
of advantages, including the following:

. It results in a simplification of rates which better enables the customer to
determine the basis for the charges imposed.

. It results in a more direct attribution of costs to the type of facilities
actually used by the customer instead of the traditional class-differentiated
rates.

. Most of the motivation for class rates has to do with generation-related
costs, which will now be provided via a competitive market through which
suppliers will be free to establish energy pricing mechanisms to meet
specific customer needs and desires.

PLEASE EXPLAIN HOW YOU WOULD PROPOSE TO DESIGN RATES
FOR ENERGY DELIVERY SERVICES.

[ have included a sample rate design calculation for_ Energy Delivery Servi_ces in
Exhibit 2, PDR-7. In preparing that exhibit, [ first summarized the revenue -
requirements attributed to Energy Delivery Services into customer- and den_nand-
related, further segregating those costs by customer voltage level. From this data
and the allocation and billing data derived from the Company’s cost of service, 1
developed sample two-part rates for each voltage level. Note that the demand
charge component for service at secondary voltage is cumulative in that it covers
demand-related costs of transmission, primary and secondary voltage facilities.
EARLIER YOU DEFINED REVENUE CYCLE SERVICES TO INCLUDE
METERING, METER READING, BILLING AND CUSTOMER BILLING

RECORDS. WHY ARE YOU PROPOSING TO ASSESS A SEPARATE
CHARGE FOR REVENUE CYCLE SERVICES?

26~
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Metering, meter reading, billing and customer billing records have nothing to do
with the actual distribution or delivery of power and energy. They constitute the
activities required to measure the amount of service taken, render a bill to the
customer, collect and deposit payments made by customers and to maintain
applicable billing records. Further, these activities may, and are likely to, be
provided in the future by the Electric Supplier or a third-party service vendor, If
these Revenue Cycle Service costs continue to be bundled into rates for
“distribution” service as the Company defines it, Electric Suppliers and/or their

electric generation customers would be paying twice for revenue cycle activities.

In addition, I believe the ruling by the Commission on July 10th indicates
that the issue of revenue cycle services is to be further explored and it will
facilitate that exploration if the costs and charges for these services are quantified.

DO YOU HAVE A SAMPLE RATE DESIGN FOR REVENUE CYCLE
SERVICES?

Yes, Exhibit 2, PDR-7 also provides a rate design for revenue cycle services. The
design of rates for each component — meters, meter reading and billing — are
straightforward: revenue requirements attributed to each activity divi-ded by the
number of bills rendered, ;weighted as per Duquesne’s own methodology to
recognize higher costs for metering and meter reading for service at higher

voltages.

WOULD IT BE NECESSARY TO POST AND ASSESS THREE
DIFFERENT CHARGES?

I have shown separate rate components for each of the three activities, but they
could easily be combined into a single charge, in a manner similar to what I have

suggested in my exhibit.
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ARE THERE OTHER COST COMPONENTS YOU HAVE EXCLUDED IN
DESIGNING RATES FOR THE DISTRIBUTION SERVICES?

Yes, I have removed sales, customer information and assistance, uncollectible
accounts expenses, and for the reasons I stated in the early portion of my
testimony, there is no logical reason to continue to bundle these costs into
“distribution” charges as proposed by Duquesne, nor in my view should they be
bundled into Energy Delivery Services or Revenue Cycle Services. Further, under
the Distribution Services Tariff, Electric Suppliers are likely to be taking on
responsibility for customer billing, in which case the Electric Suppliers will now
have the problems associated with uncollectible accounts. Continuing to bundle
these costs into distribution service charges will unfairly cause Electric Suppliers
and their customers to pay twice for uncollectible accounts. The same is true for
sales and customer assistance activities. Electric Suppliers will have their own
marketing and consumer education costs and will need the infrastructure to
respond to customer information and assistance expenses that are directly
attributable to energy delivery safety issues. If such expenses can be identified,
my functional cost of service analysis easily can be amended to ac_:commodate an
appropriate assignment of such costs to energy delivery service charges.

WHAT ABOUT ANCILLARY SERVICES? HOW WOULD YOU DESIGN
CHARGES FOR THESE SERVICES?

As | stated earlier in my testimony, I believe it is fundamentally important that
rates associated with providing Ancillary Services be separately identified. The
costs of providing Ancillary Services, namely the six services I described earlier,
are predominantly generation-related costs. I have not included a rate design for

ancillary services because such services would be provided under the applicable

Open Access Transmission Tariff, not the Distribution Services Tariff.
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1 Q. ARE THERE ANY OTHER RATE ELEMENTS THAT SHOULD BE
2 COVERED IN THE DISTRIBUTION SERVICES TARIFF?
i A. Yes. In addition to rates applicable to Energy Delivery and Revenue Cycle
5 Services, the Distribution Services Tariff will need to include a schedule to cover
6 applicable CTC charges which an end-user must pay or that an Electric Supplier
7 will need to pay on behalf of its end-user customers during any applicable
8 transition period. Further, it may be appropriate to allow for other charges under
9 the Distribution Services Tariff to provide for services ancillary to the energy

10 delivery function, such as power factor correction or the supply oi’ distribution

11 losses.

12 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?
13
14 A. Yes, it does.

DSH:10326.1 -29-
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Educational Background:
Bachelor of Science Degree in Electrical Engineering
Purdue University, West Lafayette, Indiana, June, 1969
Masters Degree in Business Administration
Butler University, Indianapolis, Indiana, June, 1974

Professional Registration:
Registered as a Professional Engineer in the States of Indiana, Ohio, Kentucky, Michigan

and Illinois

Professional Societies:
Senior Member - Institute of Electrical and Electronic Engineers
Member - National Society of Professional Engineers

Experience:
1985-Present Principal/Partner in the firm of R. W. Beck, Inc.

1974-1985 Employed by R. W. Beck, Responsible for studies conducted for
numerous clients including distribution, transmission and power
supply planning studies: economic feasibility studies; contract
negotiations; and retail and wholesale revenue requirements, cost
of service, and rate design studies. Presented testimony on
numerous occasions before the Federal Energy Regulatory
Commission, the Public Service Commission of Indiana and
various other regulatory commissions or courts of law.

1969-1974 Employed by Indianapolis Power & Light Company. Developed
transmission and distribution systems long-range plans and
prepared economic evaluations of construction and operating
methods. Responsible for development of a design manual for
overhead distribution facilities, development of forecasting
techniques for distribution load areas, analysis of customer load
characteristics and analysis of system losses,

1965-1969 Employed as a Cooperative Education Student with Indianapolis
Power & Light Company. Design of overhead and underground
electric distribution facilities and assisted in long-range planning
related to the Company's transmission and distribution system.
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finition and Description of Ancill ervic

Scheduling, System Control and Dispatch - services provided by the Control Area operator

regarding interchange and load match scheduling and the related system control and dispatch
functions that are necessary to operate the Control Area in a safe and reliable manner.

Reactive Supply and Voltage Control from Generation Sources - to maintain acceptable
transmission voltages on a Transmission Providers facilities, generation facilities in the Control
Area where the transmission facilities are located are operated to produce or absorb reactive
power. The units of reactive power are defined in terms of Volt and Amperes reactive {(VArs).
The Transmission Customer must purchase this service from the Transmission Provider or the
Control Area operator. The basis for how much reactive supply must be applied with respect to a
transaction will be determined based on the reactive power support necessary to maintain
transmission voltages within limits.

Regulation and Frequency Response - is the continuous balancing of generation and
interchange resources accomplished by a Transmission Provider by raising or lowering the output
of on-line generation, predominantly through the use of automatic generation control (AGC)
equipment, as necessary to follow the moment-by-moment changes in load under the control of
the Transmission Provider, and to maintain frequency within the Transmission Provider s Control
Area. If generation and load do not balance, or if the frequency is not properly maintained, the
system will have an Area Control Error (ACE). Each Control Area is obligated to adhere to the
standards regarding minimizing it’s ACE according to the operating guides established by the
North American Electric Reliability Council (NERC) and the systems regional reliability council.

This service must be purchased by a Transmission Customer when the transmission service is used
to serve load within its the Transmission Provider s Control Area. This service is not required for
power that is transmitted through or out of one Control Area to serve load in another Control
Area. Rather than purchase this service from the Transmission Provider, the Transmission
Customer may make alternative, comparable arrangements to satisfy its Regulation and Frequency
Response Service obligation. However, although technically possible, providing for comparable
arrangements could be an expensive undertaking,

Energy Imbalance is to correct for differences between scheduled hourly deliveries and actual
hourly deliveries of energy to the load. All proposed Pro Forma Tariffs have Energy Imbalance
penalties or incentives that are supposedly intended to encourage transmission users to stay within
specified band widths. The Pro Forma Tariff’s provisions for this service pose a number of issues
for Transmission Customers that are addressed in the next section of this Guide.

‘Operating Reserve - Spinning - involves maintaining generating units that are on-line, but
loaded at less than maximum output, and are capable of serving load immediately when

disturbance conditions are experienced due to a sudden loss of generation or load. The
Transmission Customer must purchase or provide this capability on a pro-rata basis to ensure
continuation of supply.
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Operating Reserve - Supplemental - is an additional amount of generating operating reserve
that is sufficient to reduce ACE to zero within ten minutes following loss of generating capacity

which would result from the most severe single contingency. The Transmission Customer must
purchase or provide this capability on a pro-rata basis to ensure continuation of supply.
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1 Duquesne Light Company ’

2 Cost of Service

3 Teat Perlod - 12 Months Ended December 31, 1996

;)

5

Total Productlon Distribution Distribution Customer

6 Utility FERC Juris. |PA PUC Juris Demand Production Energy]  Transmission Demand Customer Service

] |Revenues -- $000

8 | Revenuc Required from Rates 1,057,402 25,358 1,011,101 450,991 335,910 35,137 132,935 54,648 22,473

O | Other Revenues 74,581 63 74,518 44,787 7,134 8,493 10,165 3,939 0
10| Total Revenus 1,131,983 25,421 1,085,619 495,778 343,044 43,631 143,100 58,587 22,423
11
12 |Operating Expenses — $000
13 | Operation & Maintenance Expense 556,132 24,207 531,708 164,884 283,771 12,101 31,765 17,675 21,729
14 | Depreciation and Amortization 289,331 252 289,079 207,772 31,821 6,588 30,110 12,788 0
15 | Taxes Other Than Current Income Taxes (26,53%9) (33) (26,505) (34,665) (5,582) 2,838 8318 2,588 0
16 | Income Taxes 95,453 72 95,381 49,761 7,926 7,611 21,682 8,402 0
17 | Gross Receipts Tax 32,717 785 31,285 13,954 10,394 1,087 4,113 1,691 694
18 | Totel Expenses 947,005 25,283 920,947 401,706 328,329 30,225 95,985 43,144 22,423
19
20 |Net Utility Income - 5000 184,838 " 138 164,672 94,072 14,714 13,405 47,115 15,443 [(1)]
21
22 |Rate Base -- $000 2,368,920 1,767 2,109,906 1,205,316 188,533 171,759 603,678 197,867 0
23
24 [Rate of Retam 7.80% 7.80% 7.80% 7.80% 7.80% 1.80% 7.80% 7.80%
25

Dqefunc2 xls
11/6/97

Exhibit 2, PDR-3
Summary of Functional Costs
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i Puquesne Light Company

2 Cost of Service

3 Test Period - 12 Months Ended December 31, 199§

p

D

Total
Distribution

6 Demand Tr i Network Sub-Transmission Primary Secandary Services

7 |Revenues - 3000

8 Revenue Required from Rates 132,935 14,558 17,102 34,966 45,259 11,027 10,025

9 | Other Revenues 10,165 1,i73 1,435 2,578 3,242 809 926
10 Total Revenue 143,100 15,731 i8,537 37,544 ' 48,501 11,836 10,951
11

1 2 |Operating Expenses — $600

13 | Operation & Maintenance Expense 31,765 M7 2,690 9,211 12,981 3,075 1,091
14 | Deprecistion and Amortization 30,110 3,556 4,178 7,741 9,580 2,406 2,648
15 | Taxes Other Than Current Income Taxes 8,315 979 1,220 2,100 2,642 639 735
16 | Income Taxes 21,682 2,503 3,062 5,499 6,916 1,726 1,976
17 | Gross Receipts Tax 4,113 450 539 1,082 1,400 341 310
18 | Totat Expenses 95,985 10,206 11,679 23,634 33,519 8,187 6,760
19
20 |Net Utility Income - $000 47,115 5,525 6,858 11,910 14,982 1,649 4,191
21
22 |Rate Basc ~ 5000 603,678 70,797 87,869 152,603 191,966 46,748 53,604
23
24 |Rotc of Retum 7.80% 7.80% 7.80% 7.80% 7.80% 7.80% 7.80%
25

Dqgefunc2.xls Exhibit 2, PDR-3
11/6/97

Summary of Functional Costs
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1 Duquesne Light Company

7 Cost of Service

3 Test Period - 12 Months Ended December 31, 1996

P

5

Total
Distribution
6 Customer Transmission Network Sub-Transmissiom Primary Secondary Services
7 |Revenues — $000
Revenue Required from Rates 54,648 14,558 17,102 34,966 45,259 11,027 10,025

9 | Other Rovenues 3,939 1,173 1,435 2,578 3,242 809 926
10 | Tota) Revenue 58,587 15,731 18,537 37,544 48,501 11,836 10,95)
11

12 lOperating Expenses - $000

13 | Operation & Maintenance Expense 17,675 27 2,690 9,211 12,981 3,075 1,091
14 Depreciation and Amortization 12,788 3,556 4,178 7,741 9,580 2,406 2,648
15 | Taxes Other Than Current Income Taxes 2,588 979 1,220 2100 2,642 639 735
16 | Income Taxes 2,402 2,503 3,062 5,499 6,916 1,726 1,976
17 | Gross Receipts Tax | 1,691 450 520 1,082 1,400 341 310
18 ] Total Expenses 43,144 10,206 11,679 25,634 33,519 8,187 6,760
19
20 |Net Utility Income - $000 15,443 5,528 6,858 11,910 14,982 3,649 4,191
21 .
22 |Rate Base - 5000 197,867 70,797 87,869 152,603 191,966 46,748 53,694
23
24 |Rate of Return 7.80% 7.80% 7.80% 7.80% 7.80% 7.80% 7.80%,
25
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1 Duquesne Light Company

A Cost of Service

3 Test Period - 12 Months Ended December 31, 1996

.y

b

Total
Customer Billing and Uncollectible Customer Service &

6 ' Service Meter Reading Collections Accounts Information Sales

7 |Revenues — $000 .

8 | Revenue Required from Rates 22,423 o 22,423 0 0 0

9 Other Revenues 0 0 0 0 0 0
TQ | Total Revenue 22,423 il 22,423 o 9 @
11
12 jOperating Expenses — $000
13 Operation & Maintenance Expense 21,729 0 21,729 0 0 0
14 | Depreciation and Amortization 0 0 0 ¢ 0 0
15 | Taxes Other Than Current Income Taxes 0 0 0 0 V] 0
16 | Income Taxes 0 0 0 0 0 0
17 | Gross Receipts Tax 694 0 694 0 0 0
18 | Total Expenses 22,423 o 22,423 0 0 0
19
20 |Net Uiility Income - $000 ) o (0 0 0 0
21
22 |Rate Base — 5000 0 0 0 0 ] 0
23
24 |Rate of Return
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A | B c D E F G H L J K| L Mo N | o
1 i Dugquesne Light Company
(7 | EMPI Class-Based Ratc Deslgn
; COMPARISON OF CURRENT BUNDLED AND PROPOSED UNBUNDLED USAGE RATES (1)
5 ]
E Unbyndied Usage Delivery Charges As Propored by EPMI
B 1. Currenl
[0 | Bundled Encrgy Energy Revenue Revenue Total Tolal
70 ] Usage Anclllary Delivery Dellvery Cycle Cycle T&D Revenoe
(77| Rate Bllling Determinants Rates @) Transmiuslon Services Services Services Services Services Related Murket CGC+
77| Bills kW LWh x 1000 T Fixed Variable Flxed Varisble Charges Fxd & Var CIC
| 13 ] Rrs 5,985,305 5,955,305 6.42 ] 476 s 1.62
14 All kWh 2977260 2.977269.000 $0.1166 $0.0029 $0.0018 50,0145 $0.0049
15 Total Billing Units 3954305 1,977,269 385382614 | § 8634080 $ 5350084 5 28347252 § 43170401 5 9647594 § 14588618 5 109,47079 S 269,591,722
(76 ,
[77 | ru 272,708 172,708 542 s 476 s 1.62
78 | Summer First 500 k'Wh 155,535 155,535,000 - $0.1166 §0.0029 $0.0025 s 0.0202 $0.0043
1 79| Excens kWh . 501166 50.0029 $0.0025 5 wom $0,0043
20 | Winter First 500 KWk . $0.1166 $0.0029 $0.0025 s 0.0202 50.0043
77| Excess L'Wh 153,666 153,666,000 $0.0449 $0.0019 S0.006 H 0.0106 $0.0028
22 Total Billing Units 272,768 - 309,201 76,785,770 | 743017 S BMTO} § LI9EOS0 5 470,667 §  AALTET 5 L4432 §  O.005,69% 3 17,248,649
(24| ra 33,816 33,546 642 ’ s 4% H 1.62
[ 25 | Summer First 500 kWh . 50.1166 $0.0031 $6.0021 s 0.0169 $0,0045
(76} Excess kKWh 24,159 24,159,000 $0,1166 50.0032 $0.0021 H 0.0160 $0.0045
[27 ) Winter First 500 kWh . $0.1166 $0.0032 £0.0021 s 0.0169 $0.0045
(28] Excers kWh 9,689 5,689,000 $0.0449 50.0021 $0.0014 s 0.0059 $0.0030
%% Total Billing Units 33,516 . 13848 3,467,148 | § 97,656 § 54299 s 159,536 § 4654527 § 5429 3 137,783 § 975,021 § 2,421,568
31| geoM 616,548 616,548 %13 H B3S $ 0.72
EA Finst 5 kW e 501 § - % - 3 . 5 -
33 Additional kW 6,977,437 6,977,437 $1834| 8 065 $ 0.34 s 2.73 s 0.27
(54 First 550 KWh 211,324 211,324,000 $0.1397 $0.0038 £0.0019 s 00151 $0.0015
[ 35 Next 750 kWh 212,613 212,613,000 $0.1309 $0.0035 $0.0017 s 0.0138 £0.0014
(36 | Additional KWh 2,197,209 2,197,209,000 £0.0380 £0.0015 50,0007 H 0,0054 $0,0006
ﬁ Total Billing Units 616,548 6,977,437 2,621,146 a4z | 8 5,637422 8 4873333 §  S148176 $ 36398335 § 443915 § IEI6ETE 5 60638557 § 717,846,988
E .
38 oMK 40,284 40,284 9.13 s 835 $ 0.72
(35 semmer First 5 kW . $o[ & - s - s - $ -
47| Additional kW 288,982 288,982 s1834( s 07 % 0.42 s 391 s 019
[ 42 First $50 KWh 6,698 6,698,000 50.1397 $0.0041 $0.0024 s o9 50,0011
EX1 Next 750kWh 6,647 6,647,000 $0,1309 £0.0037 $0.0022 $ .0200 $0.0010
44 Additional KWh 8,118 32,118,600 $0.0380 $0.0015 $0.0009 s 0.0083 $0.0004
(35 | winter First Blosk 116,385 116,385,000 £0.1146 $0.0031 $0.0018 $ 00165 $0.0008
4 Additional KWh 116,407 116,407,000 $0.0380 50.0015 $0.0009 5 0.0081 $0.0004
| 47 ] Total Billing Unite 40,784 288,982 328,255 18,355,197 | § #1804 S 540237 § 36371 § 4954374 S 29004 § 241,439 § 7,020,130 % 20,542,530
48
g ]cun 843 84) 913 ' $8.35000 $0,72000
| 50 JSummer First 300 kW 436 426 5§5,527.00| § 49685 § 233.61 5 120462 H 5.28
51 Additional kW 213,770 215,770 $1398} S 663 S 030 [ 154 5 0.01
[55__ All kWh 151,225 151,225,000 $0.0380 $0.0017 S0.0008 s 0.0043 $0.0000
3 Winter First Block 163,575 103,575,000 $0.1146 $0.0035 $0.0016 s 10085 $0.0000
[54] Additional KWh ' 200,420 200,420,000 $0.0380 $0.0017 $0.0008 s 0.0044 $0.0000
a5 Totad Billing Unity 843 215,196 155220 30,610,868 | 5 1,307,902 § 611,285 % 7039 % A7 S 607 3 4407 % 5,193,457 '$ 14,593,092
56|
|57 oL
| 58] First 300 kW 7,668 7,668 £5,522.001 & 32219 % 152.87 s 850.52 s .78
59| Additional kW 432871 4324871 $1398] 5 041 S 0.19 s 1.08 ] .
&0 Al KWh 2884888 2,884,888,000 £0.0380 50.0011 $0.0005 $0.0031 50,0000
161] Tota! Billing Units - 4331539 2,884,888 212,268,377 | § TAGAIS2 § 3449351 § - § 2018501 § -3 IBIES 5 31,0009 3§ 173,874,701
62
cap
64 First 5,000 kW 2 312 $71,289.00} § 459381 8 20174 $ 627137 H 7.52
5] Next 10,000 kW 1,138 342 1,138,342 stias|s 037 § 0.16 s 050 5 -
66 Next 25,000 kW .72 21,725 S14.13 $0.3586 $0.1573 $ 0,450 £0.0006
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1 Duquesae Light Company
7 | EMPI Class-Based Rate Deslgn
; COMPARISON OF CURRENT BUNDLED AND PROPOSED UNBUNDLED USAGE RATES (1}
5
5 Unbundled Usage Dellvery Charges As Proposed by EPM1
7]
T Curpent
EX Bundled Energy Energy Revenue Revenue Total Total
[0 ] Usage Axcillary Dellvery Delivery Cycle Cycle T&D Revenne
(17} Rate Bllliog Determinanis Rates (2) Transmission Services Services Services Services Services Related Market CGC +
% Bills W EWh x 1000 T Fixed Varisble Flred Varlsble Charges Fxd & Var CTC
Additionat kW . . $10.84 50,3493 50,1534 5 04773 $0.0005
E5) First Block k¥Wh 121588 1,215,883,000 500380 50,0013 $0.0006 $ 0.0017 $0.0000
69 Next Block k'Wh 234,969 234,969,000 50.0256 $0.0005 $0.0002 H 0.0006 50,0000
(70 ] Additional KWh 53,622 58,622,000 $0.0234 $0.0003 $0.0001 s 0.0004 50.0000
_%_ Tolal Billing Units . 1,160,379 1,509,474 S 89,108,498 | § 15TT965 § 1,597,437 § T8 419,787 S s 2359 § 9,947,348 3 74,667,141
(73 |6rves (4
(741 Firet 30,000 KW 6 36 £330,535.00 § 2901502 § 1350075 s S350 s 897
75 Additional kW 690,166 690,166 si1.902t 8 105 § 0,49 H .19 s 0.00
[76] On peak kWh 315,165 315,165,000 $0.0448 50,001 $0.0011 5 0.0004 £0.0000
(771 Off peak kWh 86,659 386,659,000 $00236 £0.0004 £0.0002 5 10001 £0.0000
_;g__ Total Billing Urits - 690,202 1,201,824 S 55168215 |5 2346274 5 1,352,676 § ~  $§  S3B949 S s 536§ 4738379 § 50,420,833
[B0sE (a5
81 AR EWN 28,618 28,618,000 so.137 £0.0007 $0.6021 s 0.1086 $0.0000
_g%_ “Tatal Billing Units - . 28,618 S 31957 |5 20033 § 50,098 3§ - S 301915 § s - § 3188045 § 512
(B4 |m1s 20220 20220 s B.97
55 | First 1300 kWh 10,665 10,665,000 $0.135) £0.0024 50,0011 s 0.0005 £0.0000
(56 | Additionat EWh 874 574,000 30,0363 $0.0009 $0.0004 5 02224 $0.0000
Ea Total Billing Units 20,220 B 11,639 3 IREIR E 36473 2,120 8 W96 s s - 3 260,540 5 (56,519)
88
EEN 13 18 s %.13
EN Albw 68 8 s7.02( s an s o s 0.13 5 000
K First 300 kWh 4 4,000 50.1006 $0.0021 $0.0010 s 00012 $0.0000
E Additional kWh 9 9,000 $0.0277 $0.0006 $0.0003 H 0.0389 $0.0000
EX] Total Billing Units - & I 3 1293 | § FEY 1a s - s 364 S PR 0 3 s 935
94
95 |Bundted Hates
Ea 31,448 31,448,000
[ 57 su 3 187,000
| 98 [Total Bundled  Total Billing Units - - 31,835 S . LmEn;
5 .
@ Total Total Billing Units 6939424 13665803  12,393,10 $ 111917286 | 8 ISIBT06 5 183486 5 35296464 $ 122279412 § 10,617,203 § 19935431 § 241716802 § 851,128,853
107
102](1) Dees net inctuds customer charges and sustemer-specific fixed CTCs.
103]¢2) Includer adjustment for STAS roll-in.
104](3) Actual CTC charges and customer genemtion charges/credits will depend an annual masket sale of fm power,
[105}(4) The ECR roll-in is included in both bundled and unbundled rates, Existing credits are d in negotinted HVPS
OB)(5) Rate PAL is based on Rate SE as there were no customers on Rate PAL in 1996. ,
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| 1} DUGUESNE LIGHT COMPANY
| 2 | SUMMARY OF UNBUNDLED COSTS
| 3} 12 MONTHS ENDED DECEMBER 31, 1996
4 ] (5000's)
E Total Traffic
(6| PA Juris A RS RH GYGM  OMH oL GLH HVPS SE ™ sH Signals
=
1 Transmission Costs Allgcated [t} 35,131,272 98,959 8,530,550 742,172 9,534,359 922,108 7,508,761 1,321,544 2,893,153 29,203 22,200 551 24,778
9 112 CP (Coincident Peak - Menthly System Peak 2,072,725 5838 503,212 43,780 562,426 54,395 442,937 71,563 170,665 1,192 1,310 35 1,462
10 ,
| 11 | Ancil Services esne 18,586,339 65,7117 5,441,306 64),84] 4,643,004 543,212 3,562,675 621,422 1,356,860 60,689 91,204 1,611 11,754
12
53]
| 14 | Distribution Cos ocated by Class ices
| 15 |Energy Delivery Serviees
16 | Transmission Dermend 14,557,668 50910 4015317 528057 3,892,112 497,068 2775254 470,679 1,118,097 34,582 38,007 1,01t 7071
| 17 |Network Demand 17,101,569 - - - 3,486,589 654922 9,405%46 1,571,613 - - - - -
_?i‘ Subtransmission Demand 34,965,950 136,108 10,734,734 1,411,732 10,405,351 1,328,898 1221328 1,258,336 - 92,454 101,609 2,703 18,905
ﬁ Primary Demand 45,259,044 270,066 21,299,859 2801,159 17211, 117 1,937,543 1,190,871 119,793 - 183,448 201,613 5,362 37,511
| 20 ) Secondary Demand 11,026,573 65,797 5,189,337 682,453 4,i93,333 472,048 290,135 29,185 - 44,694 49,119 1,306 9,139
| 21 ] Services Demand 10,024,557 37,086 4,561,936 253,773 2,037,008 w2110 1,491,317 235,106 530,984 14,040 15,430 410 2,871
2. Network Customer 3,068,352 - . - 2,392,799 446,071 201,119 20,628 - - - - -
| 23 | Subtransmission Customer i} B - - - - - - - . . - .
| 24 | Primary Customer 18,161,111 80,032 14,033,175 644,296 1,456,903 95,225 17,876 3,022 - 1,002,801 1,656,503 22,559 47,726
[ 25 | Sceomdary Custorner 15,989,399 7,110 12,468,685 572,467 1,261,183 78,537 2,484 251 . - 1,471,828 20,400 42,405
| 26 | Services 3,608,184 17,750 3,112,431 142,899 314816 19,604 520 53 - - - - -
£ Street and Area Lights 5,569,502 - -, - - - - - - 1,670,000 3,899,502 - -
| 28 | Total 165,774,241 677,949 71,400,157 6,508,779 42,759,201 5314959 19821697 3,237,995 530,984 3,107,437 1,395,506 53,140 158,555
29
E Revenue Cyole Service Charges
| 31 |Metering 7,251,008 28,661 5,092,753 233,242 1,101,618 115,761 63,487 9,958 779 - - - -
| 32 | Merer Reading - - - - - - - - - - - - -
ﬁ. Billing and Collections . 22,423,175 108,028 19,195,143 879,113 1,987,249 129,842 24715 4,100 116 39 27,732 541 65,482
| 34 | Customer Info. and Asst. (Conservation Programs) /] 0 0 0 ¢ 0 1} 0 0 [} 0 0 0
| 35 |Uncollectible Accounts 0 - - - - - - - - - - - -
| 36 |Sales o - . . . B . - - - - . -
| 37 | Total 29,674,183 136,689 24,287,897 1,112,355 3,688,857 245,603 88,202 14,058 895 39 27,7132 541 65,482
| 38 | Total Distribution: 195,448,424 814,638 95588054 7,621,134 46448558 5560,563 19,509,899 3252053 531,879 3,107,476 7,423,338 53,682 224,037
39
E En Deliv ices ny% 84.82% 83.22% 14,62% 85.40% T 92,06% 95.58% 99.56% 99.57% 99.83%
| 41 [MBC as % of Total 1518% 16.78% 25.38% 14.60% 7.94% 4.42% 0.44% 0.43% 0.17%
£ Uncolledtibies as % of Total 0.00%% 0.00% 0.00% 6.00% 0.00% 0.00% 0.06% 0.06% 0.00%
__ﬂ_:_i_ Sales as % of Total 0.00% 0.00% 0.00% 0.00% 0.00% 0.000% 0.00% 0.00% 0.00%
| 44 | 1900.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 1 03.00% 100.00%
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; DUQUESNE LIGHT COMPANY
| 2 | SUMMARY OF UNBUNDLED COSTS
i 12 MONTHS ENDED DECEMBER 31, 1996
| 4 ] {5000's)
[ 46 ] Total TRAFFIC
| 47 | Class Allocation Factors PA Juris RA RS RH GS/OM GMH oL GLH L HVPS SE M SH SIGNALS
_4__9_ INCP (Class Customer Peaks) 3,009,831 10,526 830,176 109,177 804,703 102,770 573,790 97.314 233,523 231,169 4 7,150 7,858 209 1,462
i Class Max (@ Gen. Level - Network (D21C) 205,400 - - - 41,876 7,866 112,971 18876 23,811 - - - - -
i Class Max @ Gen. Leve] - Subtransmission (D20C) 2,704,109 10,526 230,176 108,177 £04,703 192771 558,465 97,314 174,294 - 4 7150 7,858 209 1,462
2. Class Max @ Gen, Level - Subtran/Network Total (D 1,764,001 19,526 830,176 105,177 670,838 75,517 46,415 4,669 - - 4 7.150 7.858 209 1,462
i Class Max @ Gen. Level - Secondary Less Series (D3 1,764,001 10,526 830,176 109177 670,838 15,517 46,415 4,669 - B 4 7,150 7,858 209 1,462
| 54 MDD (Nen-Coincidental - Individual Customer Peaks 5,105,052 18,886 2,323,187 £29,235 1,037,356 143,666 759,460 119,729 286,444 270,406 4 7,150 7,858 209 1,462
| 55 |Total Number OF Network Customers (C21} 1,192 - - - 928 173 8 g 3 - - - - -
56
E Total Number Of SubTrmns/Network Customess (C30) 678,509 2,834 496,925 22,815 51,590 33 633 107 19 - 2 39,051 58,658 813 1,690
i Total Number Of Secondary [eas series Customers {C3 631,239 2,834 496,925 22,815 50,263 3,130 99 19 - - 2 - 58,658 813 1,690
£ Total Number Of Secondary less St Lig. Customets { 576,076 2,834 496,925 22,815 50,263 3,130 99 10 - - - - - -
| 60 |Direct - Street Lighting Account 373 (CXPL) 21,786,039 6,532,484 15,253,555
| 61 [Revenue Cycle Service Components
ﬂ Woighted Custormer Meters Investment (CW1) 1,167,589 2,834 4596 925 22,815 536,820 - 37,345 51,840 5,290 7,800 1,920 - - - -
| 63 |Customer Service Costs 706,598 2,793 496,280 22,729 165,820 11,281 6,187 ¥i0 463 5 - - - -
_ﬂ' Customer Service Costs 706,598 2,793 456,280 22,729 165,820 11,281 6,187 570 463 76 - - - -
E Average Customers (Based on 1996 Data} 579,739 2,793 496,280 22729 51,379 3,357 639 106 26 3 2 1 n7 14 1,693
| 65 | Average Custorners (Based on 1996 Data} $79.739 2,793 496,280 22,129 51,319 3,357 639 106 26 3 2 1 nT 14 1,693
_SL Average Customers (Based on 1996 Data) 579,739 2,793 496,280 22,729 51,3719 3,357 639 106 26 3 2 I n7 14 1,693
68
5|
[70]
_7_1 Distributien Plant Account Direct Assignment (P362A 43,268,966 - 180901 0 2744634 17328 10916019 169947 26240137 Q0 0 L) 1] 0 Q
72
73]
[74]
75
[76]
ﬂ‘ Distribution Plant Account Dircet Assignment (P368A 13,892,831 - 1881921 114455 31526687 872144 6197677 1299947 0 0 0 0 0 0 0
78
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DISTRIBUTION SERVICES TARIFF (“TARTFE”

Table of Contents
1. Definitions
2. Nature of Energy Delivery Service

2.1 Purpose
2.2 Electric Distribution Company Responsibilities
2.3 End User Responsibilities
23  Customer Responsibilities
2.4  Restrictions on Use of Service
Service Characteristics
31 Single/Three Phase, 60 Hertz, 24 hours/day
3.2  Standard Nominal Service Voltages
3.2.1 Secondary Service
3.2.2 Primary Service
3.2.3 Subtransmission Service (as appropriate)
33  Exceptional Service Rei:luirements
3.2.1 Non-Standard Service Voltage
3.2.2 Non-Standard Facilities Configuration
3.2.3 Underground Service
3.2.4 Seasonal Service
3.4  Service Interruptions
Service Availability
4.1 General Conditions
42  Initiating Service _
43  EDC Obligation to Extend or Modify Facilities
Procedures for Arfanging Energy Delivery Service
5.1  Conditions Precedent for Receiving Serviée

5.2  Application Procedures
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5.3
54

5.5
5.6
57
5.8
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Creditworthiness

Deposit

End User Facilities
Service Agreement for Energy Delivery Service
Unauthorized Use

Regquired Customer Arrangements for Open Access Transmission Service and
Ancillary Services

Procedures for New or Modified Facilities

6.1

6.2
6.3
6.4

New Service Connections

6.1.1 Overhead Extension Policy

6.1.2 Underground Policy

Due Diligence in Completing New Facilities or Modifying Exiéting Facilities
Partial Interim Service

Non-Standard Facilities Requirements and Compensation

Service Changes

7.1

72

Requests for Changes in Service
7.1.1 Termination of Service
7.1.2 Relocation of Service

Notification of Changes in Expected Use or Usage Patterns

Operating Procedures

8.1 Cooperation

8.2  Energy Delivery Scheduling

8.3  Exchange of Load Shape Data

8.4  Energy Delivery Verification

8.5  Failure to Supply

8.6 Energy Imbalances and Reconciliation
Billing and Payment

9.1  Billing Procedure

9.2  Payment Provisions

9.2.1 Late Payment Charge



10,

11

12.

13.

14,

15.

16.

17.

93 Customer Default

9.4  Limits on Liability

Meters

10.1 Procurement/Type/Protection -
10.2 Location/Access

10.3 Installation / Removal

10.4 Maintenance / Testing

10.5 Meter Tampering /Unauthorized Use/Diversion of Supply

10.6  Meter Upgrades

Meter Reading

11.1  Access to Customer Meter
11.2  Interval/Estimated Usage
11.3  Historic Meter/Billing Data

Authorization to Provide End User Data to Customer

12.1 Name, Address, Phone Number
12.2 Billing History

12.3 Load Patterns, Demand/Energy Data
Ancillary Distribution Services

13.1  Power Factor Correction

13.2 Real Power Losses

Disconnection and Reconnection of Service
Load Shedding and Curtailments

15.1 Procedures

15.2 Distribution Constraints

15.3  Allocation of Curtailments

Force Majeure and Indemnification

16.1 Force Majeure

16.2 Indemnification

Dispute Resolution Procedures

17.1 Internal Dispute Resolution
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17.2  External Arbitration Procedure

17.3  Arbitration Decisions and Costs
18.  Standards of Conduct

18.1 Electric Company Distribution
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Schedules

Schedule 1 -- Energy Delivery Services

Schedule 2 -- Revenue Cycle Services

Schedule 3 -- Competitive Transition Charge
Schedule 4 -- Power Factor Correction Service
Schedule 5 -- Real Power Loss Compensation Service
Schedule 6 -- Fee Schedule for Additional Services

Attachments

Attachment A -- Customer Service Agreement

Attachment B -~ Line Extension and Reimbursement Policy

Attachment C -- Standards for Underground Service in New Developments

Attachment D -- Reimbursement Policy for Relocation of Electric Distribution Facilities
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Definitions:

1.1

1.2

1.3.

1.4

1.5

1.6

1.7

1.8

1.9

1.10

1.11

AC - alternating current

Aggregated Daily Load Curve - The hourly load curve provided by the
EDC which establishes the amount of energy a Supplier will be obligated to
supply in each hour of the month for those End Users for which hourly
demand interval metering is not available.

Bad Credit - A Customer has bad credit if the Customer has been
delinquent on two non-disputed consecutive bills or three or more non-
disputed bills in the last twelve billing cycles or has tendered two or more
checks which the drawee returns as unpaid within the past twelve billing
cycles.

Billing Demand - The calculated or measured demand after correction, if
any, for power factor; except that the billing demand may be limited to a
minimum figure.

Capacity Charge - A charge based on demand, either with or without
power factor correction.

Commission - The respective regulatory body in the state handlmg
jurisdictional electric utilities.

Continuous Service - Service which the EDC endeavors to keep available
at all times.

Control Area - An electric power system or combination of electric power
systems to which a common automatic generation control scheme is
applied. '

Creditworthy - A creditworthy Customer pays the EDC’s charges as and
when due and otherwise complies with the rules and regulations.

. Customer - An eligible Electric Generation Supplier acting on behalf of one

or more End Users pursuant to a contractual arrangement between the End
Users and the Electric Generation Supphier which expressly authorizes the
Electric Generation Supplier to purchase service from this Tariff on the
End Users’ behalf.

Demand - The maximum rate-of-use of energy during a specified time
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interval, expressed in kilowatts.
Energy Charge - A charge based upon kilowatt-hours of use.

Electric Generation Supplier (or “Supplier”) - a potential or actual supplier
of electric power and/or energy. An eligible Supplier is one who meets
Commission criteria to offer and is licensed to supply electric energy to
End Users.

EDC - The local Electric Distribution Company, “the wires company” that
provides electric distribution service.

End User - Any person, partnership, association or corporation, lawfully
receiving electric power and/or energy at a single meter location.

Good Utility Practice - Any of the practices, methods and acts engaged in
or approved by a significant portion of the electric utility industry during
the relevant time period.

Host Control Area - The EDC, or if the EDC does not act as the Control
Area, the appropriate Control Area for the Customer’s load within the
EDC’s franchise area. :

kV - kilovolts - 1000 volts.

kVA, kilovoltampere - Unit of measurement of rate of use which
determines electrical capacity required.

kW, kilowatt - Unit of measurement of useful power.
kWh, kilowatt-hour - Unit of measurement of energy.

Meter Service Provider - the provider of the meter for measuring electrical
energy and power use.

Month - A month means 1/12 of a year or a period approximately 30 days
between two regular consecutive readings.

Open Access Transmission Tariff - The tariff filed with the Federal Energy
Regulatory' Commission (FERC) applicable to the Electric Distribution
Company.

Point of Delivery - The single point at which the service-supply lines of the
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EDC terminate and the End User’s facilities for receiving the service begin.

Power Factor - In a single-phase circuit the ratio of watts to the volt-
amperes, and in a polyphase circuit, is the ratio of the total watts to the
vector sum of the volt-amperes in the several phases.

Energy Delivery Service

2.1

22

23

2.4

25

Purpose. The purpose of this Distribution Services Tariff is to outline the
various functions and services provided by the EDC to a Customer to make
available direct access to End Users.

Electric Distribution Company Respensibilities. The EDC has the
responsibility to provide non-discriminatory access to its distribution
facilities 1n a safe and reliable manner using Good Utility Practice. The
EDC may terminate service to a Point of Delivery without notice if the End
User’s installation has become hazardous or defective, or if the Customer’s
or End User’s use of the distribution facilities might injuriously affect the
equipment of the EDC or the service to other Customers or End Users.

End User Responsibilities. The Customer shall ensure that the End User is
responsible for safekeeping of the property of the EDC. In the event of
injury or destruction of any such property the Customer shall require that
the End User pay the costs of repairs and replacement. The Customer shall
obligate the End User to protect the equipment of the EDC and the
Customer on the End User’s premises and shall not permit any person,
except an employee of either the EDC or the Customer, to break any seals
upon or do any work on any apparatus of the EDC located on the End
User’s premises. The Customer shall require that the End User give notice
of any changes that might affect safety of personnel or property of the
EDC.

Customer Responsibilities. The Customer shall be responsible for ensuring
that its and the End User’s use of the EDC’s facilities are in accordance
with Good Utility Practice. The Customer shall be responsible of timely
payment of services provided. The Customer shall give notice of any
changes that might affect safety of personnel or property of the EDC.

Restrictions on Use of Service. Service is only to be used in the manner in
which it is intended and within the applicable electric codes and standards.
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Service Characteristics

3.1

3.2.

33.

Standard Single Phase, 60 Hertz, 24 hours/day. Standard single-phase
secondary service is alternating current, 60 hertz, that is nominally 120/240
volts, 3 wires; or 120 volts, 2 wires to installations consisting of not more
than two 15-ampere branch circuits or such other standard as established
by the EDC and as approved by the Commission.

Standard Polyphase Nominal Service Voltages

3.2.1.

322

323,

Secondary Service, 60 Hertz, 24 hours/day. Nominally 240 volts, 3-
phase, 3 wires with a fourth wire neutral extended for the supply of
120/240 volt single-phase equipment; or nominally 120/208 volts,
3-phase, 4 wires where 3-phase is available; or nominally 277/480
volts, 3-phase, 4 wires where 3-phase is available or such other
standard as established by the EDC and as approved by the
Commission. '

Primary Service, 60 Hertz, 24 hours/day. Nominally 2,400 volts, 3-
phase, 3 wires; 4,160 volts, 3-phase, 3 or 4 wires; 7,200/12,407 -
volts; or 7,620/13,200 volts, 4-wire, three phase service or such
other standard as established by the EDC and as approved by the

-Commission.

Transmission Service {(as appropriate). Nominally 34,500, 46,000,
or 69,000 volts as available or such other standard as established by
the EDC and as approved by the Commission. '

Exceptional Service Requirements

33.1.

Non-Standard Service Voltage. The Customer shall require the
End User to pay the cost of any special installation necessary to
meet the End User’s unusual requirements for service, including but
not limited to service at other than standard voltages, or for the
supply of higher quality voltage regulation than required by
standard service.

3.3.2. Non-Standard Facilities Configuration. The Customer shall require
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the End User to provide or pay the cost of any special installation
necessary to meet the End User’s unusual requirement for service in
addition to standard service. If non-standard facilities are provided
by the Customer or the End User, said facilities must be approved
in advance by the EDC.

3.3.3. Underground Service. The Customer shall require the End User to
bear the excess cost, if any, where the End User desires
underground service from overhead wires. '

Service Interruptions. The EDC shall use Good Ultility Practice to
minimize service interruptions whether planned (example: planned
transformer replacement) or unplanned (example: weather) and shall act
with due diligence to restore interrupted or curtailed service..

Service Availability

4.1.

4.2.

43.

General Conditions. Energy Delivery Service shall be proﬁidpd to one or
more Points of Delivery as requested by the Customer.

Initiating Service. The Customer may contact the EDC for initiation of
service.

Obligation to Extend or Modify Facilities. The EDC is obligated to extend -
or modify facilities to serve Customers consistent with the due diligence
conditions in Section 6.2 of this Tariff.

Procedures for Arranging Energy Delivery Service

5.1.

5.2

Conditions Precedent for Receiving Service. The EDC should be advised
by the Customer concerning the End User’s premises to be equipped for
electricity, giving exact location, and details of all current-consuming
devices to be installed. The Customer shall supply the EDC any
information regarding potential or actual contamination, waste or
hazardous materials on the End User’s premises.

Application Procedures. The Customer must inform the EDC of the
request for service with at least 7 days notice and exact information
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5.6.
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concerning the location where service is to be delivered.

Creditworthiness. Before the EDC will render service or continue to
render service, the EDC may require a current Customer that has Bad
Credit or 2 new Customer whose credit is not established, to provide a cash
deposit. In addition, the EDC may require Customers to post a deposit at
any time if the EDC determines that the Customer is no longer
Creditworthy or has Bad Credit.

Deposit. The deposit shall not be less than $1,000.00 nor more than the
estimated gross bill for the use of two months of service. The deposit shall
either be applied with interest to the Customer’s account or returned to the
Customer with interest when the Customer becomes Creditworthy.

Interest will be simple interest on cash deposits calculated at an annual rate
determined by the average of 1-Year Treasury Bills for September,
October and November of the previous year (“Interest Index”).

End User Facilities. The Customer shall be responsible for assuring that
construction or installation of all facilities on the End User’s side of the
Point of Delivery pass all required building inspections, meet the applicable
requirements of the EDC and are in compliance with the National Electrical
Safety Code.

Service Agreement for Energy Delivery Service. The Customer must sign
a Service Agreement with the EDC prior to initiation of Energy Delivery
Service.

Unauthorized Use. Unauthorized connection to the EDC’s electric service
facilities, and/or the use of service obtained from the EDC without
authority, or under false pretense, may be terminated by the EDC.

Required Customer Arrangements for Open Access Transmission Service
and Ancillary Services. The Customer shall be responsible for making all
arrangements necessary for transmission and ancillary services pursuant to
the Open Access Transmission Tariff applicable to Host Control Area.

Procedures for New or Modified Facilities

6.1.

New Service Connections. The EDC shall have the right to inspect End
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User facilities and reserves the right to reject any wiring or appliances not
in accordance with the EDC’s standard requirements.

6.1.1. Line Extension Policy. Standards governing the extensions of
overhead and underground lines to new Points of Delivery and
related cost reimbursement policy are set forth in Attachment B of
this Tariff.

6.1.2 Standards for Underground Facilities in New Developments.
Specific standards and regulations applicable to underground

service in new developments are provided in Attachment C to this
Tariff.

Due Diligence in Completing New Facilities or Modifying Existing
Facilities. The EDC has an obligation to provide access from the
transmission grid to the Point of Delivery. The EDC will use Good Utility
Practice to provide reliable access for the conveyance of energy and power
to all Points of Delivery. If new or existing facilities require modification in
order to provide reliable access, then the EDC shall apply due diligence in
adding necessary facilities or modifying existing facilities.

Partial Interim Service. If the EDC determines that it will not have
adequate distribution capability to satisfy the full amount of firm service
required for a Point of Delivery, the EDC nonetheless shall be obligated to
offer the portion of requested service that can be accommodated.

Non-Standard Facilities Requirements and Compensation. If non-standard
facilities are required for the Customer then the directly assignable costs of
the non-standard facilities shall be paid by the Customer prior to
installation.

Service Changes

7.1.

Requests for Changes in Service

7.1.1. Termination of Service. In the event the Customer withdraws an
application for either new or modified service to a Point of
Delivery, the Customer shall reimburse the EDC for all reasonable
costs incurred by the EDC in anticipation of supplying the new or
modified service.
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7.1.2. Relocation of Service. Except where provided by law, the cost to
relocate service or poles and/or their associated equipment shall be
borne by the Customer. The relocation cost shall include labor
(including overhead), materials, storage expense and transportation,
less the salvage value of any equipment replaced. The EDC will
notify the Customer in writing of the relocation cost and advance
payment to be made to the EDC prior to the relocation except in
special circumstances. Reimbursements of costs, resulting from
relocation of service shall be covered by the provision of
Attachment D to this Tariff.

Notification of Changes in Expected Use or Usage Patterns. The
Customer shall require that significant changes in either the amount of
energy or the usage pattern shall be communicated from the End User to
either the EDC or the Customer. If the End User communicates this
information to the Customer, the Customer shall provide such information
to the EDC in a timely manner. If the End User communicates this
information to the EDC then the EDC shall provide such information to the
Customer in a timely manner. If the End User does not provide
notification of changes in expected use or usage patterns to either the .
Customer or EDC then the End User shall be liable for any damage to the
meters or their auxiliary apparatus, or the transformers, or wires, of the
EDC and Customer.

Operating Procedures

8.1.

8.2.

8.3.

Cooperation. Cooperation is a necessary condition between the EDC,
Customers, and other parties associated with supplying electric service to
End Users. The EDC and the Customer shall negotiate in good faith to
resolve service issues.

Energy Delivery Scheduling. The Customer is responsible for providing all
information for energy scheduling required by the EDC or the Host Control
Area.

Exchange of Load Shape Data. If the EDC is the Meter Service Provider,
the EDC shall be responsible for providing load shape information to the
Customer to the extent necessary in order for the Customer to meet its
responsibility under Section 8.2. Fees for providing such load shape data
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are set forth in Schedule 6 appended to this Tariff.

Planned Outage Notification. The EDC and the Customer are required to

inform each other as soon as reasonably achievable in the event of planned
outages that may effect the Aggregated Daily Load Curve or other electric
service functions.

and Payment

Billing Procedure. The EDC shall render within 10 days following the end
of the calendar month all charges as are applicable to the Customer.
Unless otherwise stipulated, the EDC shall bill the Customer separately for
each Point of Delivery based on the rates under this Tariff.

Payment Provisions. Bills are payable upon presentation. Payment for
service received must be made on or before the due date shown on the bill.
The payment period will not be extended because of the Customer’s failure
to receive a bill unless said failure is due to the fault of the party
responsible for billing,

9.2.1. Late Payment Charge. For late payments a finance charge of 1 1/4
% per month will be charged on the outstanding amount of the bill.
Interest on delinquent amounts shall be calculated from the due
date of the bill to the date of payment. If the party responsible for
collections files suit to collect a delinquent balance on an account or
to ensure payment of current bills, the Customer will be required to
pay the collections agent’s out-of-pocket court costs.

Customer or End User Default. The EDC may terminate its service to a
Point of Delivery, upon reasonable notice, and remove its equipment in
case of non-payment of charges applicable to that Point of Delivery.

Limits on Liability. The EDC shall not have any duty or liability to a
Customer arising out of or related to a contract or other relationship
between a Customer and an End User. (See Section 16.2.)




Exhibit 2, PDR-6
Page 15

10.1. Procurement, Type, Protection. The Customer, or at its election, the EDC
shall be the Meter Service Provider and shall provide, own and maintain
any meter or meters required in the supply of service. The Meter Service
Provider shall provide the types of meters meeting the architecture required
for the supply of service and such other standards as established by the
Commission. ’

10.2. Location/Access. There shall be provided, free of expense to the Meter
Service Provider, at a location which the Meter Service Provider will
designate in writing upon request, outdoors at its option, a suitable place
for the installation of the meter or meters and any other supply, protective
or control equipment of the Meter Service Provider which may be required
in the delivery of the electric service. The Meter Service Provider and
EDC shall have access at all reasonable times for the purpose of installing,
testing, inspecting, repairing, removing or changing any or all equipment
belonging to the Meter Service Provider. :

10.3. Installation / Removal, Upon a minimum of 7 days notice to either the
EDC or the Customer, meters may be installed or removed by the Meter
Service Provider unless a non-standard location or configuration is
required.

10.4. Maintenance / Testing. The Meter Service Provider will make periodic
tests and inspections of its meters in order to maintain them at a high
standard of accuracy.

10.5. Meter Tampering /Unauthorized Use/Diversion of Supply. In the event of
the meters or other property being tampered or interfered with, the
Customer being supplied through such equipment shall be responsible for
the cost of any repairs or replacements required, as well as for the costs of
inspections, investigations, and protective installations. The Customer shall
also be responsible for any energy and demand being supplied through such
equipment which the EDC may estimate is due for service used but not
registered on the meter.

11.  Meter Reading

11.1  The Meter Service Provider shall be responsible for reading of meters for
billing and all other purposes.
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Access to Meter. The Meter Service Provider and EDC shall have access
to the premises of the End User at all reasonable times for the purpose of
reading meters,

Interval / Estimated Usage. Meters will be read at scheduled regular
intervals of one month. Bills rendered in accordance with this Tariff shall
be estimated for the amount of service supplied to the Point to Delivery
where access to the meter is not available, and for installations at remote
locations when warranted by the type of installation, regularity of usage or
other circumstances. Where estimated bills are rendered, the Meter Service
Provider shall be required to make an actual meter reading at least once
every six months, ‘

Historic Meter/Billing Data. The Meter Service Provider shall be
responsible for data conversions necessary for translating the reading data
collection format into the universal exchange data format. The Meter
Service Provider shall provide the data processing system necessary to
support the on-line storage, maintenance, and accessibility of these data.
The billing data shall be maintained for three years or such other period as
required by the Commission, ‘

Authorization to Provide End User Data to Customers

12.1.

12.2

123

Name, Address, Phone Number. Upon request by an End User, the EDC
shall provide the End User’s name, address and phone number to all
Eligible Generation Suppliers. The EDC shall make available to Eligible
Generation Suppliers, within 30 days and at cost, the names, addresses and
phone numbers of End Users authorizing dissemination of such
information.

Billing History. Upon request, the EbC shall make available to the
Customer within 30 days, at cost, the End User’s billing history including
historical monthly demand and energy usage.

Load Patterns, Demand/Energy Data. The EDC or Meter Service -
Provider, whichever has and or retains the data, shall provide the End
User’s load pattern, demand and energy data, at cost, to the Customer
within 30 days of a request by the Customer.

Ancillary Energy Delivery Services
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13.1 Power Factor Correction Service. To the extent that the Customer does
not correct its End Users’ Power Factor to acceptable levels at an
applicable Point of Delivery, the EDC shall supply the necessary reactive
power and bill the Customer for power factor correction according to
Schedule 4. '

13.2. Real Power Losses Compensation Service. Real Power Losses result from
energy delivery at all voltage levels. The Customer shall be responsible for
scheduling the delivery of sufficient amounts of power and energy to the
EDC’s system to cover all real power losses attributable to the EDC’s
service to the Customer. Procedures for determining the amount of losses
attributable to the Customer are provided for in Schedule 5 to this Tariff.

14.  Disconnection and Reconnection of Service. The physical disconnection and
reconnection of service shall be performed by the EDC. However, the costs of
disconnects and reconnects shall be borne by the Customer if the service was
discontinued by reason or act of the Customer or the End User.

15.  Load Shedding and Curtailments.

15.1. Procedures. In order to maintain electric grid relability, events may cause
the need for load shedding or load curtailments. Policies for load shedding
of the respective NERC region and/or Commission shall apply.

15.2.  Allocation of Curtailments. In the event that a curtailment of Energy
Delivery Service is required to maintain reliable operation of the EDC’s
system, curtailments will be made on a non-discriminatory basis to those
Points of Delivery that effectively relieve the constraint. All curtailments
will be made on a non-discriminatory basis. The EDC or Host Control
Area shall have the right to curtail delivery at its sole discretion, using
Good Utility Practice, when an emergency or unforeseen conditions
impairs or degrades the EDC’s system or the regional transmission system.

16.  Force Majeure and Indemnification

16.1 Force Majeure. An event of Force Majeure means any act of God. labor
disturbance, act of the public enemy, war, insurrection, riot, fire, storm or
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flood, explosion, breakage or accident to machinery or equipment, any
curtailment, order, regulation or restriction imposed by governmental,
military or lawfully established civilian authorities, or any other cause
beyond a party’s control. A Force Majeure event does not include an act
of negligence or intentional wrongdoing. Neither the Customer nor the
EDC will be considered in default as to any obligation if prevented from
fulfilling the obligation due to an event of Force Majeure.

Indemnification. The Customer shall at all times indemnify and hold
harmless the EDC from any and all damages, losses or claims, including
death and injury or damage to property, court costs, attorney fees and
other claims by third parties arising from the EDC’s performance on behalf
of the Customer, except in cases of the EDC’s negligence or intentional
wrongdoing.

Dispute Resolution Procedures

17.1.

17.2.

17.3.

Internal Dispute Resolution. Upon the submission of any complaint,
representatives of the respective parties shall attempt resolution on an
informal basis as promptly as practicable.

External Arbitration Procedure. Disputes between the EDC and
Customers below a certain dollar amount may be well suited for use of an
external arbitration procedure. A single neutral arbitrator appointed by the
respective parties should be called within 10 days of the referral of the
dispute to arbitration.- ‘

Arbitration Decistons and Costs. The respective parties should have
contracts in place to allow both arbitration and mandatory compliance with
decisions and costs. The decision of the arbitrator shall be final and binding
upon the parties unless the decision itself, violated the standards set forth in
the Federal Arbitration Act.

Standards of Conduct

18.1.

Electric Distribution Company.

(Tariff language reflecting Commission ordered standards of conduct.)
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Schedule 1

Energy Delivery Services

Description of Service
Energy Delivery Services are those services necessary to convey electric power and energy
for Customers from any point(s) of receipt available to the Electric Distribution Company
under the applicable Open Access Transmission Tariff to the End User’s or Host Control
Area Point(s) of Delivery.
Compensation

Secondary Voltage, Single-Phase Service

Secondary Voltage, Three-Phase Service

Primary Voltage Service
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Schedule 2

Revenue Cycle Services

Description of Service

The Revenue Cycle Services include the provision of meters, meter reading, billing and
collections. The meter service includes the selection, installation, calibration, maintenance,
testing and replacement of meters appropriate to the Customer’s service requirements. The
meter reading service includes the accurate reading, retaining and appropriate transfer of End
User energy and demand usage data to the Customer or Electric Distribution Company or
both. The billing service is the accurate computing and transmitting End User bills for
services rendered by the Electric Distribution Company or the Customer or both. The billing
service includes the retention of necessary records and providing appropriate access to billing
information. The collection service is the receiving of customer payments and applying
payment to the correct specific service. The collection service includes assessing late charges,
interest penalties, warning notices and reconnection charges.

Compensation
Secondary Voltage, Single-Phase Service
Secondary Voltage, Three-Phase Service

Primary Voltage Service
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Schedule 3

Competitive Transition Charge

Description of Charge

The CTC shall apply during the transition period as follows:
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Schedule 4

Power Factor Correction Service

Description of Service

Power Factor is the ratio of active power (kilowatts) to the apparent power (kilovolt-
amperes) used by an electrical device in an AC circuit. When the active power consumed
(watts) is divided by the product of voltage (volts) times current (amperes), and the quotient
is multiplied by 100, the result equals the power factor. It is possible for a device to draw AC
current without consuming energy. The power factor indicates how much of the total current
is actually doing work.

Standard Power Factor values, based on measured demands, are as follows: I) for 0 kW to
185 kW then the standard power factor is 80 %, ii) for 186 kW to 2,500 kW then the
standard power factor is 90 %; and iii) over 2,500 kW the standard power factor is 95 % or
other standard as established by the EDC and approved by the Commission. Whenever the
measured power factor of a Customer is less than the prescribed standard, the Customer’s
measured demand shall be increased by the ratio of the standard power factor to the measured
power factor. The demand thus determined shall be used as a basis for calculating the
Customer’s billing demand.

Compensation
Secondary Voltage, Single-Phase Service

Secondary Voltage, Three-Phase Service
Primary Voltage Service

High Tension Service
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Schedule 5

Real Power Losses Compensation Service

Description of Service
Energy is “lost” or consumed in the process of transmitting or moving the energy from the
point of generation to the Point of Delivery. Real Power Losses that occur in the
Transmission System are addressed in the FERC Open Access Transmission Tariffs. Real
Power Losses that occur in the Distribution System need to be provided by the Customer.
The losses are included in the Aggregated Daily Load Curve as provided by the EDC or I1SO.
Loss Factors

Secondary Voltage, Single-Phase Service

Secondary Voltage, Three-Phase Service

Primary Voltage Service
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| 1| Duquesne Light Company
| 2 | Energy Delivery Service Rate Design
3
| 4 | Customer Related Demand Related Tolel
| 5] Revenue Revenue Revenue
6 Description Requirements Requirements Requirements
7
| 8 |Summary of Revenue Requirements:
9
| 10| Transmission - 14,557,668 14,557,668
| 11 } Subtrensmission 0 34,965,950 34,565,930
| 12)Primary 19,161,111 45,259,044 64,420,155
| 13 | Secondsry end Secondary Network 19,057,751 28,128,142 47,185,893
| 14 | Setvices 3,608,184 10,024,557 13,632,741
| 15| Total 41,827,047 132,935,360 174,762,407
16
17 ] Secondary Secondary Subtrans. Subtrans. T Tr
| 15| Mon.Demand Demand Secondary Trnsfrmd. Untrnsfrmd. Trasfrmd. Untensfrmd.
19 Total Billing Billing Network (Primary)
[20]
| 21 |Customer Charge Companents:
| 22 {Customer Related Primary 19,161,111 17,587,549 1,510,893 33,606 28,071 988 -
| 23| Total Number of Sub-Trans/Network Customers (#16) 678,509 622,788 53,502 1,190 994 35 -
| 24 | Total Number of Customer Bills 6,947,690 6,281,999 539,312 14,280 11,487 420
| 25]Average Rete -- $/Month 280 2.36 235 244 235 -
265
| 27 | Customer Related Secondary 19,057,751 17,457,680 1,600,071 - - - -
| 28 | Total Number of Secondary less Series Customers (#17) 637,239 583,737 53,502 . . - -
| 29 Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,457 420
| 30| Average Rate - $/Month 278 2.50 - . - -
31
| 32 | Customer Related Setvices 3,608,184 3,273,081 335,103 - - - -
[ 33| Total Number of Secondary less St. Ltgs. (#18) 576,076 522,574 53,502 - . - -
| 24| Total Number of Customer Bills 6,947,650 6,281,999 639,312 14,280 11,487 420
| 35| Average Rate — $/Month 0.52 0.52 - - . -
36
37 |Curulative Equivalent Customer Charge -- $/Manth 6.10 5.38 2,35 244 2.35 -
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[ 1] Dug Light Company
| 2 | Energy Delivery Service Rate Design
i
E
»
40 Secondary Secondary Subtrans. Subtrans, Tr Tr .
41 | Non:-Demand Demand Secondary Trnsfrmd. Untrnsfrmd. Trnsfrmd. Untrnsfrmd.
42 Total Bilting Billing Network (Primsry)
i
| 44]Demand Charge Components;
| 45| Transmission Demand Related Revenue Requirements - $ 000 14,557,668 5,203,521 4,293,042 1,105,778 3,581,080 374,247 150,115 1,495,756
| 46 | Class Maximum Demands @ Generation Level (#3) 2,704009 966,562 797,439 205,400 665,191 69,517 27,884 277,839
| 47 | Billing Energy at Mcters - kWh 3,392,709 3,392,709
| 45| Encrgy Rate — $kWh 0.00153 . - - -
| 49| Billing Demand — kW 18,179,158 - 6,755,322 2,456,570 8,116,221 851,046 380,672 2313,776
| 501 Demand Rate — $/kW - 0.64 045 0.44 0.44 0.39 0.65
5
E Subtransmission Demand Related Revenue Requirements - $ 000 34,965,950 12,498,297 10,311,423 2,655,960 8,601,367 898,902 - -
| 53 | Class Maximum Demands (@) Generation Leve! (#6) 2,704,109 966,562 797.439 205,400 665,191 69,517 - -
| 54| Billing Energy at Meters — kWh 3,392,709 3,392,709
| 55| Energy Rate — $&AWh 0.00368
| 56 Billing Demand ~ k'W 18,179,158 6,755,322 2,456,570 8,116,221 851,046 380,672 2313,776
[ 57| Demand Rate - $AcW - 1.53 Log 1.06 1.06 . -
53
E Primary Demand Related Revenue Requirements -- $ 000 45,259,044 24,799,120 20,459,924 - - - . -
| 60{Class Maximum Demands @ Generation Level (#8) 1,764,001 966,562 797,439 - - - - -
| 61 |Billing Energy at Meters -~ kWh 3,392,709 3,352,709
| 62 |Energy Rate - $kWh 0.00731 - - - -
| 63]Billing Demand — kW 18,179,158 - 6,755,322 2,456,570 8116221 851,045 380,672 2,313,776
| 64| Demand Rate — $/&W - 3.03 - - - . -
&5 .
| 66| Secondary Demand Related Revenue Requirements ~ $ 000 28,128,142 15,412,459 £2,715,683 - - - - -
| 67 | Class Maximum Demands (@ Generation Level (#9) 1,764,001 966,562 797439 - - B . .
| 68{Billing Energy st Meters — kWh 3,392,709 3,392,709
| 691 Energy Rate -- $kWh 0.00454 - - - -
| 70| Billing Demand — kW 18,179,158 - 6,755,322 1,456,570 8116221 851,046 380,672 2,313,776
| 71| Demand Rate - AW - 1.88 - - - - -
| 72]
| 73| Services Demand Related Reverue Requirements - § 000. 10,024,557 5,257,253 2,193,251 564,709 1,823,644 185,699 75,671 693,474
| 74| Sum of NCP Individual Peaks (#4) 4,742,207 2,486,991 1,037,537 267,141 862,691 37,847 35,7197 328,054
| 75| Billing Energy at Meters -- kWh 3,392,709 3,362,709
| 76| Energy Rate -- $/kWh 0.00155
| 77| Billing Demand -- kW 18,179,158 6,755,322 2,456,570 8,116,221 851,046 380,672 2313,776
| 78| Demand Rate — $&W 0.32 023 0.22 0.22 020 0.30
il
| 80| Curnulative Equivalent Demand Rate for Energy Delivery Services — $&KWh 0.01861
81 | Cumulative Demand Rate for Energy Delivery Services — SkW 7,40 1.76 1.72 1.72 0.59 0.95
Davltrt2.xls Exhibit 2, PDR-7
11/5/97

Energy Delivery Rate Design




o ® L ® ® ® ® °® ¢ * e
A B C D E F G H I

| 1] Dugesne Light Company
| 2 | Rate Design for Revenue Cycle Services

3
n
| 5 |Total Revenue Requirements — $000 29,674,183
| 6 | Metering 7,251,008
| 7| Meter Reading -
| 8 | Customer Billing and Records 22,423,175
B .

10
| 11 Secondary Secondary Subtrans. Subtrans. Transmssn. Transmssn.
| 12| Non-Demand Demand Secondary Trnsfrmd. Untrnsfrmd. Trnsfrmd. Untrnsfrmd.

13 Total Billing Billing Network (Primary)
i

| 15 | Custonter Charge Components:
| 16 |[Meter Related Costs — $000 7,251,008 3,253,582 3,322,187 119,083 481,229 21,381 20,823 32,722
| 17 | Weighted Meter Costs — Allocator 40 1,170,005 524,990 536,060 19,215 71,650 3,450 3,360 5,280
| 18 | Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96 96
| 19 | Average Rate - $Month 0.52 5.20 8.34 41.89 5091 21691 340.86
ﬂ
| 21 |[Meter Reading Related Costs -- $000 -
| 22 |Weighted Meter Reading Costs -
| 23 [Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96 96
| 24 | Average Rate - $/Month - - - - - - -
25|
| 26 |Customer Billing Related Costs -- $000 22423175 16,541,267 5,509,185 141,330 213,106 9,881 3,073 5,334
| 27| Customer Service Costs 707,336 521,792 173,786 4,458 6,722 312 97 168
| 28 |Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96 96
| 29 | Average Rate — $/Month 2.63 862 9.90 18.55 23.53 3201 55.56

30
E Cumulative Equivalent Customer Charge — $/Month 315 13.82 18.24 60.44 74.44 24892 396.42

32

Dagvlirt2 xls Exhibit 2, PDR-7

11/5/97

Revenue Cycle Rate Design
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

I will respond to the rebuttal testimony of Duquesne Light Company (“Duquesne’”)
witness Mr. James Lahtinen, International Brotherhood of Electric Workers witness
Mr. Timothy Moran and Office of Consumer Advocate witness Ms. Barbara Alexander.
AT PAGE 28 OF HIS TESTIMONY, MR. LAHTINEN CRITICIZES YOUR
RECOMMENDATION THAT ALL CUSTOMER ASSISTANCE AND
INFORMATION EXPENSES SHOULD BE ASSIGNED TO THE PRODUCTION
FUNCTION. DO YOU HAVE A RESPONSE?

Yes. Mr. Lahtinen suggests that it “stretches credulity that ail of these costs should be
assigned to the production function.” Clearly the same thing could be said with regard
to Duquesne’s bold assumption that all of these costs support only the distribution
function. To get beyond vague assertions regarding the proper functionalization of
these expenses, 1 clearly stated in my direct testimony that “a portion of an EDC’s
expenses for customer information and assistance might apply to the energy delivery
system.” Further, I stated that “I have no information available to me to indicate what,
if any, portion of Duquesne’s customer assistance and information expenses are related
to distribution safety matters.” I recommended that “if Duquesne can demonstrate what
portion of its customer information and assistance expense is directly attributabie to
energy delivery safety issues, my functional cost of service study easily can be
amended.” Mr. Lahtinen says that an EDC should be able to recover the costs of
“worthwhile” expenditures to promote the efficient use of electricity, 1 ha_ve no
objection to expanding my earlier recommendation to cover expenses for activities
(beyond line safety issues) that have a direct bearing on the efficiency of the

distribution system. But costs vaguely related to “efficiency” should not be assigned

-1-




10
11
12
13
14
15
16
17
18
19
20
21
22

23

24

ipso facto to distribution. Such treatment could give the EDC license to promote itself
or its energy supply affiliates. More importantly, Mr. Lahtinen’s testimony provides no
new information necessary to make an objective assessment of the proper
functionalization of the elements of these expense accounts. Because there is still no
new information, my recommendation remains the same — none of these expenses
should be assigned to the distribution function.

My comments regarding customer information and assistance apply equally as
well to sales expenses. To the extent that it can be demonstrated that any elements of
Duquesne’s sales expenses relate to the support of the distribution system and
distribution services, then such expenses could remain with the distribution function. I
seriously doubt that is the case. Any such activities not shown to be directly required
in support of Duquesne’s distribution system should either be eliminated or assigned to
non-regulated business units, for example, appliance mechanizing and repair or energy
supply marketing.

AT PAGE 29-30 OF HIS TESTIMONY, MR. LAHTINEN COMPLAINS THAT
DUQUESNE, AS PROVIDER OF LAST RESORT, WILL BEAR MOST IF NOT
ALL OF THE UNCOLLECTIBLE ACCOUNTS EXPENSES IT INCURRED IN
1996. DO YOU HAVE ANY COMMENTS IN RESPONSE TO THAT
TESTIMONY?

I do not see how that explanation justifies the assignment of 100% of uncollectible
accounts expense to the distribution function. In my opinion, the EDC should recover
its uncollectible accounts expenses for generation in the margin that it ea.rﬂs on the .

energy its supplies to default customers. Uncollectible accounts expense attributable to

transmission and distribution service should be recovered in their respective charges for
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such services.

MR. LAHTINEN COMMENTS ON THE MECHANICS OF YOUR COST OF
SERVICE STUDY. WHAT IS YOUR RESPONSE?

At pages 30-31 of lus testimony, Mr. Lahtinen complains that my cost of service study
contains “circular references.” The spreadsheets I used to generate my functional cost
of service study and other exhibits use Excel version 5.0. Tﬁe cost of service study
requires an interactive solution that can easily be accomplished using an interactive
manual calculation which is one of the options available using the Excel software. I
suspect that Mr. Lahtinen’s Lotus 1-2-3 can accomplish the same thing. Circular
references are eliminated in this manner. This is a standard approach that is routinely
used in complex models, such as the cost of service study I completed in this and five
other restructuring proceedings before the Pennsylvania PUC. If a2 manual, iterative
calculation technique is not used, circular references will be generated because some
elements of revenue requirements are allocated on the basis of other allocations which
take place in later sections of the model. This happens, for example, with gross
receipts taxes that are proportional to and should be allocated on the basis of total
revenue requirements. An iterative solution can handle this situation.

I would also point out that Duquesne received both a hard copy of the details
of my functional cost of service study and an electronic version. If Mr. Lahtinen had a
problem figuring out how to eliminate “circular references” when he aﬁempted to run
my model, that issue could bave been dealt with through discovery or other protocol:

well before Mr. Lahtinen’s rebuttal testimony was filed.
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THE NEXT POINT OF MR. LAHTINEN’S TESTIMONY RELATES TO YOUR
TREATMENT OF REVENUES FOR RATE CLASS GL AND ALLOCATION OF
COSTS TO A FERC JURISDICTIONAL CUSTOMER. WHAT IS YOUR
RESPONSE?

Based on Mr. Lahtinen’s testimony, I have reexamined my cost of service model and
determined that I made an error in the entry of total 1996 revenues and in the data used
for certain of the allocation factors which were subsequently applied to the allocation of
administrative and general expenses, specifically, internal allocation factors C105, C106
and C107. I also discovered an error in the manner in which accumulated depreciation
was computed for the Pennsylvania PUC jurisdictional total. I have corrected these
errors which I believe addresses Mr. Lahtinen concerns regarding the allocation of costs
to the wholesale customer and the $29 million shortfall in revenues. 1 have prepared a
revised functional cost of service summary which is appended to this testimony and

Exhibit 2.1, PDR-8.

DO THESE CORRECTIONS AFFECT ANY OF THE OTHER EXHIBITS
INCLUDED WITH YOUR DIRECT TESTIMONY?

Yes. Changes made to the functional cost of service study also affect the design of
class-based T&D charges in my Exhibit 2, PDR-4 and the design of voltage-
differentiated rates in my Exhibit 2, PDR-5. Revised versions of these rate design
details are presented in Exhibits 2.1, PDR-9 and PDR-10.

AT PAGE 32 OF MR. LAHTINEN’S TESTIMONY, HE TAKES ISSUE WITH
YOUR PROPOSAL FOR VOLTAGE-DIFFERENTIATED RATES, STATING
THAT THEY WILL CAUSE COST SHIFTING TO OCCUR. DO YOU HAVE A
RESPONSE?

Yes, I do. I stated at page 25 of my testimony that the voltage-differentiated rate

design was intended to be used in conjunction with the Distribution Services Tariff
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(“DST”) (Exhibit 2, PDR-6). Under the DST, the “customer” is the Electric Generation
Supplier (“EGS™), acting as agent for end-users. In that circumstance, historic
customer class distinctions have little meaning. Where the EGS is not acting as agent
for the end user and for default customers, Duquesne’s class-based unbundled tariff
would apply. Where the DST applies, what is important is that Duquesne as EDC is
appropriately compensated in aggregate by the EGS for distribution services rendered.

I believe the voltage-differentiated rate mechanism presented in Exhibit 2, PDR-7
(revised in Exhibit 2.1, PDR-10), is a simple, straightforward means to accomplish that
objective. I pointed out some of the advantages of this approach in my direct

testimony.

AT PAGES 33 AND 34 OF HIS TESTIMONY MR. LAHTINEN USES AN
ILLUSTRATION OF HOW UNFAIR IT WOULD BE NOT TO CHARGE A
CUSTOMER TAKING SERVICE AT TRANSMISSION VOLTAGE FOR
SECONDARY AND PRIMARY VYOLTAGE FACILITIES. DO YOU AGREE?
No. I find Mr. Lahtinen’s illustration to be astounding. Allocating secondary voltage
and primary voltage facilities to transmission voltage customers cannot be justified on
the basis of “cost of service principles” as he asserts. Such a notion is inconsistent with
any cost of service principles I’ve ever heard of. Either these customers should not be
in the same rate class (my voltage-differentiated rate proposal fixes this) or, if these
two customers are part of the same rate class, there should be a credit to the
transmission customer for the cost avoided by the utility for not having to.build

transmission-to-primary voltage substations, primary voltage lines, line transformers,

secondary voltage lines and service drops.
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MR. LAHTINEN ALSO RAISES A CONCERN AT THE BOTTOM OF PAGE 32
OF HIS TESTIMONY REGARDING THE TREATMENT OF GL CLASS PEAK
DEMANDS AS SUBTRANSMISSION DEMANDS RATHER THAN PRIMARY
DEMANDS. IS THAT A PROBLEM?

No. If an adjustment is needed to put customer demands and billing determinants in
the correct voltage category, that can be accomplished in the compliance filing made in
this proceeding. The data I had available for this purpose was not as clear in that
regard as [ would have preferred, but that can be taken care of in the compliance phase
of this case. What is important is the concept and the general methodology illustrated
in my exhibits.

AT PAGE 35, MR. LAHTINEN BEGINS A DISCUSSION REGARDING THE
COMPUTATION OF REVENUE REQUIREMENTS AND UNBUNDLED RATES
ON THE BASIS OF REALIZED RETURNS. DO YOU HAVE ANY
COMMENTS IN THAT REGARD?

Yes. Duquesne’s application of a rate of return higher than the test period rate of
return is a request for a rate increase. [t is my understanding that a request for a rate
increase is beyond the scope of this proceeding. Further, if there is to be a revenue
increase for Duquesne as a result of an increase in test year rate of return, then cost of
capital issues should be addressed fully with all parties having the opportunity to submit
evidence regarding the appropriate capital structure and return on equity.

AT PAGE 4 OF MR. MORAN’S REBUTTAL TESTIMONY HE STATES SAFETY
CONCERNS WITH REGARD TO THE DISTRIBUTION SERVICES TARIFF (DST).
SPECIFICALLY, HE STATES “IF A CUSTOMER GIVES NOTICE TO ITS
SUPPLIER OF A DANGEROUS CONDITION, THERE IS A VERY REAL RISK
THAT THE UTILITY ITSELF MIGHT NOT BE NOTIFIED IN A TIMELY
FASHION.” IS THIS TYPE OF ISSUE ADDRESSED IN THE DST?

Yes. For example, the final sentence in Section 2.3 of the DST states “The Customer shall

require that the End User give notice of any changes that might affect safety of personnel
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or property of the EDC.” In addition, Section 8.1 states “Cooperation is a necessary
condition between the EDC, Customers and other parties associated with supplying electric
service to End Users.” The DST is designed to allow the flow of information in a timely
and responsive manner involving safety and reliability issues.

AT PAGE 4 OF MR. MORAN’S REBUTTAL TESTIMONY HE STATES “IF A
REAL CUSTOMER FAILS TO KEEP ITS PROPERTY SAFE, THE
DISTRIBUTION UTILITY DOESN’T KNOW WHETHER TO CONTACT THE

SUPPLIER OR THE ACTUAL CUSTOMER?”. IS THIS ISSUE ADDRESSED IN
THE DST?

Yes, the DST allows the option of the Supplier being the agent for the End User, so the
EDC can contact the Supplier (Customer) whenever there are questions.

AT PAGE 5 OF MR. MORAN’S REBUTTAL TESTIMONY HE STATES
“ALLOWING NON-UTILITIES TO HAVE ACCESS TO THE UTILITY’S
FACILITIES MAKES IT MORE LIKELY THAT A DANGEROUS CONDITION
WILL GO UNCORRECTED OR UNNOTICED FOR AN EXTENDED PERIOD OF
TIME”. DO YOU HAVE A RESPONSE?

Yes, I do. Currently End Users often have access to “utility’s facilities” that are on the
premises of the End User. [ know of no reasons why there should be an increase in
dangerous conditions in the future environment with revenue cycle services competition
than currently exists in the monopely environment.

ON PAGE §, LINES 17 - 18 MR. MORAN STATES “ENRON PROPOSES THAT
THE UTILITY HAS TO STAND READY TO SUPPLY ALL OF THESE
SERVICES,...” RELATED TO INSTALLING, REPAIRING AND READING
METERS. DOES THE DST OR DID YOU PROPOSE THAT STATEMENT?

No. I did not make that proposal.

DO YOU AGREE WITH THE SUMMARIZATION OF MR. MORAN THAT THE
DST “WOULD INCREASE COSTS AND DECREASE SAFETY AND RELIABILITY
FOR EVERYONE INVOLVED?”

No, [ do not. I believe the innovation with choice of Suppliers and national economies of

scale and scope will decrease costs and that safety and reliability will not be decreased.
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WHAT ARE YOUR COMMENTS IN RESPONSE TO OCA WITNESS MS.
ALEXANDER?

I have several comments. On page 9, I agree with her comment that “moving the dialogue
forward in this area” (supplier-only bill option) is helpful. However, the Distribution
Services Tariff does more than move the dialogue forward, it provides an option for end
users to choose to have “one-stop” services. The end user chooses if and when to select
this option. In today’s paradigm there is no choice.

I believe there is a need for the Distribution Services Pro Forma Tariff and the
Supplier Pro Forma Tariff.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes, it does.



A B | ¢ | b ] E | F | G ] H T
il Duquesne Light Company .
2 Cost of Service
3 Test Period - 12 Months Ended December 31, 1996
-
5
Total Production Distribution Distribution Customer
6 Utility FERC Juris. |PA PUC Jurts, Demand Production Energy]  Transmission Demand Customer Service
~ 7 |Revenues - $000
8 | Revenue Required from Rates 1,086,307 1,088 1,085,418 465,948 338,288 39,126 153,890 65,741 22,425
9 | Other Revenues 74,581 63 74,518 44,787 7,134 8,493 10,165 1939 )
TO | Total Reverne 1,161,088 1,151 1,159,936 510,735 345,421 47,620 164,085 69,680 22,425
11
12 |Operating Expenses — $000
13 | Operation & Maintenance Expense 156,132 667 555,465 164,909 283,701 13,850 43,236 26,025 21,723
14 | Deprecistion and Amortization 289,331 252 289,079 207,772 31,821 6,588 30,110 12,788 0
15 | Taxes Other Than Current Income Taxes (26,339 33) (26,50%) (34,665) (5,582} 2,833 B 2,588 0
T8 | Income Taxes 107,340 81 107,259 55,958 8,913 8,558 24,382 5,448 0
T7 | Gross Receipts Tax 33,998 34 33964 14,580 10,585 1,224 4,515 2,057 102
T8 | Tolal Expenses 960,263 1,002 959,261 408,555 129,439 33,059 112,878 52,906 22,428
19
" 20 |Net Utility Incame - $000 200,823 150 200,675 102,181 15,983 14,561 st 16,174 0
27
22 |Ratc Baye — 5000 2,368,920 1,767 2,367,153 1,205,316 188,533 171,759 601478 197,867 0
23
24 |Rate of Retum 2.48% 8.48% 2482 B.48% 8.48% B.48% BAS% 8.48% 8.48%)
25
Daefne2r.xls Exhibit 2s, PDR-8§
12/7/97 Summary of Functional Costs




A H L | ™M ] N | 0 P | Q
T Dugquesne Light Campany
2 Cost of Service
3 Test Perlod - 12 Months Ended December 31, 1996
.y
=3
Tatal
Dlstribution
=] Demand Transmission Network Sub-Transmlission Primary Secondary Services
"7 |Revenues - 5000
8 | Revenue Required from Rates 153,890 16,432 19,033 40,945 53,585 13,008 16,890
9" | Other Revenues 10,165 1,173 1,435 2,578 3,242 809 926
TO | Tots! Revenue 164,055 17,605 20,469 43,573 56,327 13,815 11,816
11
T 2 |Operating Expetacs — $000
13 | Operation & Maintenance Expense 45,256 3,739 3,583 13,279 18878 4,458 1,319
14 | Depresiation and Amortization 30,110 3,556 4,178 1,741 9,580 2,406 2,648
15 | Taxes Other Than Current Income Taxes 8315 979 1,220 2,100 2,642 639 735
V6 | Incame Taxes 24,382 2,815 3,443 6,184 291 1,841 2222
17 | Gross Receipts Tox 4815 514 596 * 1,281 1,677 407 341
T8 | Total Expensca 112,878 11,603 13,020 10,586 40,583 9,852 7,265
19
20 |Net Wiility Income - $000 SLATY 6,002 7,449 12,937 16,274 3,963 4,552
21
22 [Ralz Reso — $000 £03,678 70,797 87,869 152,603 191,966 46,748 53,694
23
24 [Rate of Return 8.48% 8.48% 8.48% £.48% 3.48% 8.48% 8.48%
Dyefnc2r.xis . Exhibit 2s, PDR-8
12/7/97

Summary of Functional Costs
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1 Pugquesne Light Company
2 Cost of Service
E Test Period - 12 Months Ended December 31, 1996
=
Total
Distribuilon
6 Customer Network Sub-Transmisston Primary Secondary Services Meters Lighting
7 |Revenucs — $000
"8 | Rovonue Required from Rates 65,741 3,420 0 23,178 8,295 5,619 8,918 6,312
8 | Other Revenues 3,939 255 o 1,310 1,323 0 682 369
F0 1 Total Revenue 69,680 3,675 0 24,487 19,618 5,620 9,600 6,681
11
T2 |operating Expenses - $000
13 | Operation & Maintenance Expense 26,025 660 0 9,447 4,942 5,432 3,828 1,716
Depreciation and Amortization 12,788 763 a 3,987 46 3 700 2,619
15 | Taxes Other Than Current Income Taxes 2,588 216 ¢ 989 820 1 414 148
16 | Income Taxes 9,448 612 ) 3,141 3,173 1 1,637 885
T7 | Gross Receipts Tax 2,057 107 0 728 m 176 279 197
18 1 Total Expemes 52,906 2,357 0 18,290 14,223 5,613 6,858 5,565
19
20 |Net Utifity Income - $000 16,74 1318 0 6,198 5,395 6 2,743 1,115
21
22 |Rste Basc — $000 197,867 15,541 0 73,108 61,636 74 32,351 13,156
Rste of Relurn 3.48% 8.48% B.48% 8.48% 8.48% 8.48% 8.48%
quﬁ‘cznxls Exhibit 25, PDR-8
12/7/97

Summary of Functional Costs




A J | aa ] AB AC | AD | AE
1 Duquesne Light Company
Cuoat of Servite
Test Period - 12 Manths Exded December 31, 1996
~ b
Total
Customer Billlng and Uncollectible Customer Service &
6 Service Meter Reading Coliections Accounts Information Sales
! JRevenues - $000

Revenus Required from Rates 22,425 0 22,428 0 D 0

Other Revenucs 0 0 0 0 0 0
T0 | Totnl Revonue 22,425 0 22,425 0 ) ¢

Operating Expenscs — 3000
13 Operation & Maintenance Expense 21,723 0 21,783 0 0 o
1 Depreciation and Amortization 0 Q 8 ® 0 0
15 7] Taxes Other Than Current Income Taxes 0 0 0 ] 0 0
1 Income Taxes 0 0 0 0 0 0
17 ] Gross Reccipts Tax 702 0 702 . 0 0 0
T8| Tolal Expenses 22,425 0 12,425 0 o 0
1 .
Net Utility Income - $000 aQ Q & /] i) o
2
22 |Rate Brsc ~ $000 0 0 0 0 0 0
23
24 |Rute of Retun 8.48% 8.48%
25
qufnc2r.xls Exhibit 2s, PDR-B

12/7/97

Summary of Functional Costs



A1 B 1 ¢ 1 o T € 1 F | | H | 1 | J [« T 1 M T N T [5)
,_1_ Duquesne Light Company
~_2— EMP1 Ciass-Bazed Rute Design
7] COMPARISON OF CURRENT BUNDLED AND PROPOSED UNBUNDLED USAGE RATES (1}
a
A
5 Unbupdled U, livery Cha (1 b
(7 |
I Current
9 Busdicd Energy Entrgy Reveaus Revenus Toual Tous)
’_1_-_-0: Uange Asclllary Belivery Bellvery Cycle Cycle T&D Ravesus
11 Rats Bllling Determinants Rates (1) Traoamisslon Service Scrvices Services Services Services Relajed Warket CGC +
7] Bill KW KWhx 1000 T Fixed Varisble Flzed Variabls Chargas Fid & Var CTC
[ 13| RS $,955,30% 5955305 $ §42 s 491 s 147
14 AllkWh 1977369 2.977,269,000 $0.1166 $0.0012 togoig $0.0187 30,0056
15 | Vol Billing Unita 3,933,308 2,977,269 (N T517.261 §  5,359088 § 29,240448 § 35674930 § 8734298 § 16612706 § 113128828 258109973
16
17| rut 272,708 272,708 % 641 s T s 147
| 18 | Swmmer First 500 kWh 155,535 155,535,000 $0.1166 100032 $0.0023 s 00047 $0.0045
EE] Bxcens EWh - 50,1166 500012 50,0025 s oon7 £0.0045
20 | Wintes First 300 kwh - 50,1166 $0.0032 $0.0025 $ 0.0247 $0.0045
(21 Excers XWh 153,666 153,666,000 $0 0449 $0.002t 300016 5 0.0140 500030
2] Total Billing Units 772,108 - 309,201 $ €m0 B0A S ©4I00 5 1,898 3 5993009 § 400881 § 1,160906 § 10348938 § 13,261410
[24] Ra 33,516 313,516 % 542 $ )] s 147
25 | Summer Firmt 300 Y'Wh - 30,1166 10.0036 sooon - H 0.0209 $0.0047
26 Excers kWh 24,159 24,159,000 $0.1166 $0 0036 £0.001t 3 0.0209 30.0047
27 | wintes Fuxt 500 kWh - 30.1166 $0 0036 $0.6021 3 00209 300047
o8 | Exctas kK'Wh 9,689 9,689,000 $0.0449 00024 S0 oold H 0.0038 £0003)
%% Total Billing Units 33,316 - NEE $ 3,467,148 | § 1016 § 54299 3§ 64564 § 150,186 § 49,269 § 143,583 § 11730136 § 2278,46)
31 ] Gsigmt 516,548 616,548 § 9.3 ’ [ 89 s 068
E Firet 5 kW - sol 3 . s . s . s .
33 Additions) KW 371437 5977437 518.34) ¢ 076 s 033 $ 3 $ 029
(34| Finet 350 XWh 211,324 211,324,000 30,1397 50,0043 500019 s ooiso $0.0016
(35 ] Next 750 kWh 212,613 212,613,000 $0.1309 $0.003% 500017 s 0.0l63 $0.0015
36 | Additions] k'Wh 2,197,209 2,197,209,000 50 0380 300016 300007 $ 00067 $0.0006
Ed Total Hilling Unita E16.348 6977437 2821146 TR G 10456270 $ 4,603,558 §  5,172838 § 44,370,368 § 415,253 § 3,990,830 § 9320107 $ 209, 151438
| 38|
P% CMH 40,284 40,284 3 211 s §39 $ 0.68
40 | Summer Fint 5 kW - so| s . s - [ - £ -
(7] Addidonal kW 283,982 288,982 $i834) s 081§ 0.43 s .38 $ 01
42 Firrt 350 k'Wh 6698 6,698,000 £0.5397 $0 D045 50 0024 5 00256 $0.0012
Next 730 A Wh 6.647 6,647,000 30,1309 50 0041 500022 $ 0.0234 $0001)
(47 Additionsl XWh 82118 82,114,000 50,0380 500017 $0.0009 s 00097 $0.0005
.Ts-i ‘Winter First Black 116,385 116,385,000 P AREL] 50 0034 $0.0018 H qeisd $0.0005%
3 Adtutionat ¥Wh 116,407 116,407,000 30,0350 $00017 $0 0009 H b.0634 $0.0005
"if Total Hilling Unils 10,284 288,982 328,253 3 18,383,197 | % TOME71 § 543,026 § 337983 §  S.799,186 § 37393 § 80045 §  BO012403 § 19,550,257
F
43 {GLH 843 843§ .11 $2.39000 $0.68000
[ 50 |summer First 300 kW 426 a6 $3,527.00| s 55326 % 233 61 $ 138127 s 613
-?;j Additional KW 213,370 145,790 $13.98] § 030 § 0.30 ] 175 $ 0.1
All kWh 151,228 151,225,000 $0.0380 50.0019 $0.0008 s 0.0045 $0.0000
[ 53 |winter First Block 103,575 103,575,000 $0.1 146 $0.0039 00016 s 00057 0 0000
=) Addifional kWh 200,420 200,420,000 $0.0080 300049 500008 $ 00050 $0 0000
% Total Billing Unitr 1) 216,196 153,220 S 30510868 |8 Tas8796 § 611285 § TAN § 3713799 § 5738 478§ §796300 § T3 99016
57 |aL
Ea First 300 kW 7,668 7,668 $5,527.00{ 3 8877 15267 5 967,43 s 441
E Additionad LW 4324811 43487 $13.98] 5 04s § 0.19 s i.22 s o001
(60| All kWh 288(888  2,884,888,000 $0 0380 $00a13 $0.0006 $6 0033 _ $0.0000
.61 ] Total Billing Units - 9332939 2,884,588 S 212468477 [ RAG1EF §  3.737840 § % !ee § Pt 1063 3 4511825 § 170,363,866
&7
B3 |I.
64 | Flast 5,000 kW m 312 $71,289.00] § 511538 § L017.8) $ 713778 H B34
(65 | Next 10,000 kW 1,138,142 1138342 siLes{ s o4l 6.6 5 0.57 $ -
E Next 25,000 kW 20,725 21,725 $11.13 $03991 $0 1475 5 95312 $0 0007
Daelsc2rxls Exhibit 25, PDR-9
12/7/97 EPMI Proposed Class Rates
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A T 8 c_| _© E_| F G H [ A T M ] N 5}
1 Duqueine Light Company
7] EMPI Chas-Based Rate Deslga
; COMPARISON GF CURRENT BUNDLED AND PROPOSED UNBUNDLED USAGE RATES (1)
-] et U Dty Chrge o Erepod by EFN
Unbugdled Lhape b hu 1)
I Dellvery Char,
8 Curreat
% Bugdicd Energy Energy Raveous Reveaus Tolal Toual
_l_ Uage Anclliary Delivery Delivery Cyche Cycha Tap Raveuus
19 Rats Blillog Daterminant Rates () Trapsmhlon Servicea Services Servicea Bervices Bervice Reisted Markel CGC +
(7] Billy kW KWh x 1000 T Flxed Varlsbla Flxed Varhabls Charges ¥1d & Var CIC
(67} Additionsl kW - . 51084 $0.388¢ 50,1534 s 03427 £0.0007
=1 First Block kWh 1,215,883 1,215,883 000 $0.0380 $00014 £0.0006 s 00020 $0.0000
(65 Next Block kWh 134,969 134,969,000 00256 00005 300002 $  0.0007 $0.0000
i) Addifional XWh 38,622 58,621,000 $0.0234 $0 0004 $0.0002 s 60008 $0.0000
_;_;_1 Total Bilting Units - 1,160,379 150941 S 69,]08498 |5 IS § 1508208 § T8 53150 . 2504 § 1,034,160 § 73,380,529
75 Javes o
[74] Firxt 30,000 kW 3 1% $330,536.00) 5 3LIBAY S 13,60778 S 378499 1
75 ] Additional kW 690,166 690,166 $11.92) s L7 s 0.49 ] 021 0.00
(75 ] On peak kWh 315,165 315,163,000 50.0448 $0 0026 $000L1 5 09005 $0.0000
77 OFF peak KW 886,659 886,559,000 $0 0236, 30 0003 50 0002 3 00001 $0.0000
78 Total Billing Units - 690,301 1,201,824 R B 3230060 § 1,332,626 § P T T ¥ T - 664 3 S 8 9,986,377
BO |SE (41
Ed Al kWh 28,618 28,618,000 $0.1117 $0.0008 30,0072 $ 21264 $0.0000
% Tets) Billing Units - - FEY3T] $ 3196573 s FFTHE] 1960 S B YT EETE - -8 3,700,169 % (506,612)
@ms 20,220 020 3 897
Fiost 1300 kWh 10,665 10,663,000 $0.1351 $0.0037 $0.0011 s 0.0006 $0.0000
Additiozal EWh o4 974,000 00361 06010 £0.0004 5 0 2497 50.0000
[ Tolal Billing Units 70,120 : 17,639 3 1,657,371 |8 29,770 § 12,02 % P JTTY> T - - s W97 3 021,772
3
% AL I 18 s 913
(50 AW 64 P s1.o2| s 015 % ol $ 0.14 0.00
:gg First 300 kWh 4 4,000 $0.1006 $0.0023 $0.0010 ¥ 00613 $0.0000
Additona K'Wh 9 9,000 $0.0277 30.0007 $0.0003 5 0.0443 $0.0000
93 Total Billing Unils s 7] 5} 3 1293 | § G H s s a - T 3 3K B62
4
Bundled Rates
(56 Jsm 31,448 31,448,000
euth 1] 387,000
_?_% Total Bundled  Total Billing Units - - 31,835 H 1,272,827
@ Total Totad Billing Units 6919424 1665803 12,393,230 $ 1,011,917.286 | 5 39,159,847 § 1S4 S 36262001 § 48552848 5 9,651,667 § A0 § LT § 18,291,008
101
| 102}(1) Does not include curtomer charges and customier-spesific fixed CTCs.
103](2) Includes adjustment for STAS roll-in.
(3) Actunl CTC charges and hasges/credita will depend on annual market salo of firm pawer.
(4) Tha ECR roll-in is included in both bindled wad unbundied putes. Existing cyadits arw maintained in pegotisted HVPS
106}¢5) Rate PAL ix based o Rete SE s there weiz no customer on Rale PAL in | 595,

Exhibit 2s, PDR-3
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A B T C 5] 4 T % 7 c 1 H 1
r_l_j Duquesne Light Company
{ 2] Energy Delivery Service Rate Design
3
4 | Customer Relaled Démand Relaied Total
' 5 Revenue Revenc Revenue
) Description Requirements Requirements Requirements
7
z Summary of Revenue Requirements:
9
[10] Transmission . 16,431,518 16,431,518
11 | Subtansmission 0 40,944,529 40,944,529
[ 12 |Primary 23,177,841 53,584,749 76.762.59%
| 13 | Secondary and Secondary Netwark 21,714,448 32,038.918 53,753,366
14 {Services 5,619,246 10,890,181 16,503,417
E Total 50,511,534 153,889,895 204,401,429
16
17 Secondary Secondary Subtrans, Subtrans. Tr Tr
[ 18] Non-Demand Demand Secondaty Trasfrmd. Untrmafrmd. Truslrmd. Untrnsirmd.
19 Tatsl Billing Billing Network (Primary)
20
L 21 | Cust Charge Comp s
| 22 [Customer Related Primary 23,177,841 21214414 1827626 40,650 33,955 1,196 -
23 | Total Number of Sub-TranaMNetwork Customers (§16) 678,509 622,788 53,502 1,190 994 EH -
@ Totel Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96
25| Average Rate -- SMonth 139 2.86 285 2.96 285 -
2
?J-Imemu Related Secondary 21,714,448 19,891,323 1,823,125 - - - -
a Total Number of Secondary less Series Customers (#17) 637,23% 583,737 53,502 . - - -
29 1 Tatal Mumber of Customes Bills 6,947,690 6,281,999 639312 14,280 11,487 420 26
E Average Rate — $/Month r 2,85 - - - .
31
32| Customer Retated Services 5619246 5,097,369 521,872 - - . -
23 | Toia) Mumber of Secondary less St Ligs. (M118) 516,076 522,574 53,502 - - - - -
'?4— Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96
E Average Rate — S2ionth 0.81 0,82 . - - -
]
37 | Cumutative Equivalent Customer Charge — $Month 7.37 6.5 2.85 2.9 2.85 -
Dqvitr2r.xs Exhibit 2s, PDR-10

Energy Delivery Rate Design




A B | c [ D | E | F | G | H i 1
1 Truquesne Light Company
E Energy Delivery Service Rute Deslgn
3
B
39
'ﬂ Secondary Sccondary Subtrans. Subtrans, Transmssin. Trosmasn,
41| Nan-Demund Demand Secondary Trasfrmd. Untrosfrmd, Trnsfrmd. Batmafrmd.
2 Tota] Billing Billing Network {Primary)
43
E D d Charge Comp
45 Transmission Demand Related Reveaus Requirements - § 000 16,431,518 5,873,114 4,845,638 1,248,112 4,042,033 422,420 169,437 |,688,28¢
['E Class Maxi Dx ds (@ G ion Level (43) 2,704,109 966,562 797,439 205,400 665,191 69,517 21,884 277,839
47 | Billing Energy st Meters — kWh 3,392,709 3,392,709
18] nergy Rate ~ $AcWh 0.00173 . . . .
| 49 |Bilting Demand — kW 18,179,158 . 6,755,322 2,456,570 B.116,221 851,046 380,672 313,776
50 Demand Rale — $/kW . 072 0.51 0.50 0.50 045 0n
1]
| 52 [Subtrensmission Demand Related Revenue Requiremenis - § 000 40,944,524 14,635,292 12,074,500 3,110,084 10,072,054 1,052,598 - -
’E Class Maximum Demands @ Gencration Level (46) 2,704,109 966,562 797,439 205,400 665,191 69,517 - -
| 54 | Billing Energy st Meters - kWh 3,392,709 3,392,109
[ 565{Energy Rate - $kWh 0.00431
| 56 ] Billing Demand —~ kW 18,179,158 6,755,322 2,456,570 8116221 851,046 380,612 113,776
| 57 | Demand Rete — S/&W . 1.79 1.27 £24 1.24 - -
58
58] Primary Demand Related Revenus Requirements — $000 53,584,749 29,361,084 24,223,665 . . . . .
60| Class Maxicnam Demands @ Generation Level (48) 1,764,001 966,562 797.439 - . . . .
| 61|Billing Encrgy at Meters - kWh 3,392,709 3,392,708
| 62 |Energy Rate - ¥kWh 0.00865 - . - -
63| Billing Demand - kW 18,179,158 - 6,755,322 2,456,570 8,116,221 851,045 380,673 1313, 776
[64] Demand Rate ~ sacw . 3.59 - . . . .
[ &5
| 66 |Secondary Demand Releted Revenue Requirements - § 000 32,038,918 17,555,319 14,483,599 . - - -
| 67 |Cless Maximum Demands @ Generation Level (#9) 1,764,00¢ 966,562 797,439 - - - -
66 |Bilting Energy at Meters ~ kWh 3,392,709 3,392,709
| 69 |Energy Rate - SkWh 0.00517 - - - -
| 701 Billing Demand -~ kw 18,179,153 - 6,155,322 2,436,570 8116221 851,046 380,672 13137716
iDr.mand Rate ~ $/kW - 214 - - - - .
72
[73]Services Demand Related Revenus Requirements ~ § 000 10,850,181 5nize 2,382,639 613,412 1,981,117 201,735 §2,208 753,356
[ 741 Sum of NCP Individual Peaks {#4) 4,742,207 2,486,991 1,037,537 267,141 862,691 17.847 15797 328,054
T_; Billing Encriy st Maters — kWh 3,392,709 3,392,709
75|Energy Rals — ¥kWh 0.00168
'; Billing Demand — kW 18,179,158 6,755,322 2,456,570 8116,221 851,046 330,61 2,313,776
78] Demand Rate — kW . 0.35 025 024 024 an 033
El
50| Cumulative Equivalent Demand Rate for Energy Delivery Services -- $cWh 0.02154
ra—]. Cumulative Demand Rate for Energy Delivery Services - $W 8.59 2.03 1.98 1.98 081 1.06
Davltr2r.xls Exhibit 25, PDR-10
1277497 Energy Delivery Rate Design




A B ] C T 5] B | G H | I
| 1] Dugesne Light Company
2 Rate Design for Revenue Cycle Services
B
4]
E Total Revenue Requirements — $000 31,342,806
6 | Metering 8,917,967
E Meter Reading -
8 | Customer Billing and Records 22,424,819
9
o
11 Secondary Secondary Subtrans.
12| Non-Demand Demand Secondary Trmsfrmd. Subtrans, Transmssn. Transmssn.
13 Total Billing Bllling Network (Primary) Untrmsfrmd. Trnsfrmd. Unirmsfrmd.
14
15-_ Customer Charge Components:
| 16 |Meter Related Costs - 5000 8,917,967 4,001,558 4,085,936 146,460 591,861 26,296 25,610 40,245
17 | Weighted Meter Costs —~ Allocator 40 1,170,005 524,990 536,060 19,215 77,650 3,450 3,360 5,280
18 | Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96 96
| 19| Average Rate — $/Month 0.64 6.39 10.26 51.52 62.61 266.78 419.22
20
E Meter Reading Related Costs — $000 -
22 | Weighted Mcter Reading Costs -
23} Total Number of Customer Bills 6,947,690 6,281,999 639,312 14,280 11,487 420 96 96
E Average Rate — $/Month - - - - - - -
5
EiCustomer Billing Related Costs — $000 22,424,839 16,542,494 5,509,593 141,340 213,122 9,882 3,073 5,335
27 |Customer Service Costs 707,336 521,792 173,786 4458 6,722 312 97 168
T-B—‘ Total Number of Customer Bills 6,947,650 6,281,999 639,312 14,280 11,487 420 96 96
E Average Rate -- $/Month 2.63 862 950 18.55 23,53 3201 55.57
30
31 | Cumulative Equivalent Customer Charge — $/Month 327 15.01 20.16 70.07 86.14 298.79 474.79

Dqvitr2r.xis
12/8/97

Exhibit 2s, PDR-10
Revenue Cycle Rate Design
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PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND TITLE.

My name is Jeffrey A. Brown. [ am Director of Government Affairs for Enron Corp.,
400 Professional Park Drive, Goodlettsville, Tennessee 37072, where my primary role is
as a consultant in the areas of unbundled and competitive metering, billing and customer
care. For the purposes of this testimony, [ am representing Enron Power Marketing, Inc.
(“EPMI™).

PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR EDUCATIONAL AND
YOUR EXPERIENCE IN THE ELECTRIC UTILITY INDUSTRY.

I have a Bachelor of Science in Electrical Engineering from Tennessee Technology
University, and a Master of Science in Engineering Management from the University of
Tennessee. In addition, I am a registered Professional Engineer in Virginia, Illinois,
Kentucky, Alabama and Tennessee. | have more than ten years experience in the energy
industry, including engineering, operations and management at a municipal utility, and as -
a sales representative for one of the world’s largest manufacturers of hi-tech products for
the utility industry. I was employed with R.W. Beck, Inc., a global consulting firm, from
1990 to 1997. My experience with R.W. Beck management team includes rates, finance,
and management advisory services; feasibility studies; and transmission and dist-ribution
planning and design. With R.W. Beck, I have assisted clients in preparing strategic
business plans and marketing plans, implementing Total Quality Management, and
evaluating aﬁvariced technologiés that improve b'usiness perfonnaﬁce and customer
service. Recently, I played a key role in the California Direct Access workshops relative
to policy and technical strategies related to competitive metering, billing and information

services. I also provided similar assistance in Arizona and New York.

-1-
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

1 will discuss the potential for competition in the “non-wire” or “revenue cycle™
metering, billing and information services areas, the importance of unbundling, and the
benefits to consumers and the economy of Pennsylvania arising from meaningful retail
access. [ will also comment upon the position of Duquesne Light Company
(“Duquesne”) on these issues.

CAN YOU PLEASE SUMMARIZE YOUR CONCLUSIONS?

The provision of non-wire services is not a natural monopoly. I contend, therefore, that
non-wire services can, and should, be provided competitively. Consumers should be
allowed to choose their provider of metering, meter-reading, billing and information
services through open market competition for each of these unbundled elements of
electricity service. The potential gains from real direct access to consumers and the
economy as a whole are enormous.

Further, "open architecture” communication systems can and should be used to
facilitate competitive provision of non-wire services. Such systems allow the hardware,
software and data of multiple parties to interconnect and communicate with each other
seamlessly, thereby permitting the marketplace to operate with minimal switching
barriers, and at the same time providing complete protection for proprietary customer
data. |
WHAT ARE NON-WIRE SERVICES?

The term “non-wire services” specifically identifies the functions of providing a meter;

obtaining meter and usage data and distributing the information to consumers, utilities
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and any other appropriate energy service providers; billing consumers for energy service
costs; and providing related information/communication services to consumers in
connection with their energy service. These are services that are distinct from the
provision of “wire” services (i.e. the transmission and distribution of electricity). They
are sometimes referred to as “revenue cycle services.”

WHY SHOULD THE COMMISSION REQUIRE DUQUESNE TO OPEN THESE
SERVICES TO COMPETITION?

Direct access and the benefits of generation supply competition will be immeasurably
enhanced by the unbundling and competitive provision of these services. The
Commission should promote competition in non-wire services because such competition
will lower the costs of these services to consumers and stimulate innovative responses to
customer specific requirements. Moreover, if the Commission were to attempt to
preserve Duquesne's monopoly in metering and billing services, it would miss a dramatic
opportunity to foster the growth of a technology and information-based industry which
can bring substantial benefits to consumers.

IS IT IMPORTANT THAT UNBUNDLING TAKE PLACE IN THE
RESTRUCTURING PROCESS?

Yes. Unbundling of non-wire services is important in the early stages of direct access
when pure generation pricing competition will be restricted by utility competitive -
transition charges ("CTC") and intangible transition charges ("ITC"), and possibly non-
utility generation ("NUG") costs, which, although paid to Duquesne, must be collected
from all customers regardless of their selection of an electric generation supplier.

Making metering and other non-wire services subject to competition will mean that
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Pennsylvania businesses and consumers will receive the benefits of competition — lower
prices, new and innovative products — in these service areas, which will enhance the
overall value of direct access. Accordingly, requiring unbundling to allow competition in
the non-wire service areas will allow efficient electric generation suppliers to
differentiate themselves from their competitors and attract customers to their products
based on comprehensive and innovative service offerings, while at the same time
offering real value and benefits to Pennsylvania’s consumers.

ARE THERE ANALOGOUS EXPERIENCES ELSEWHERE THAT WOULD
TEND TO SUPPORT THE POLICY OF COMPETITION IN NON-WIRE
SERVICES?

Yes. The California Public Utility Commission ("California Commission™) unbundled
natural gas transportation and procurement in 1991. Unfortunately, it halted its
unbundling efforts for smaller customers at the point where those customers benefitted
only from competition for the commodity itself. The net result has been fewer
competitors and less value for these smaller customers. In response to gas price
competition from marketers, the gas utilities reduced their cost of gas to meet the
competitive marketplace. This left the competitive industry with extremely thin margins
and with no ability to create additional value for customers by providing better or less
expensive service in other areas, such as metering and billing. Consequently, while
nearly fifty marketers entered the market, only three survived fitfully at the end of 1996.
By shielding competitive markets within the protected utility monopoly, the California
Commission drastically diminished the opportunity for customers to reap the benefits that

should accompany new players entering a market. The California Commission now
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recognizes this shortcoming, and as a result, is actually attempting to rectify the situation
through policy initiatives currently under way.

The restructuring of the electric utility industry provides an opportunity to
improve efficiency and reduce costs. If a competitive market is allowed to develop in the
electric services industry, the experience in other industries indicates that the price of
services (or the cost per transaction) will decrease, the quality of service will rise, and
meore focused service providers will enter the market to compete. However, the
restructuring process must avoid the primary mistake made by the California
Commission in the deregulation of gas -- the failure to unbundle fully non-wire services.
To allow effective competition, there must be direct access on a level playing field, and
metering, billing and information services must be unbundled and provided
competitively. In this way metering services and billing/customer accounts services can
be managed and provided by one or more full service electric suppliers or by other
companies which specialize in these services and have the flexibility to offer innovative
packages of unbundled services. In addition, unbundling places financial and
compe'titive risks on the service providers, not ratepayers, as is the case in the current
regulated monopoly model.

I note that in restructuring the electric industry, the California Commis.sion issued

its Opinion on the Unbundling of Revenue Cycle Services on May 6, 1997.' Here, the

Decision 97-05-039 at 8. The California Commission there stated:

There are long-run issues that might motivate this Commission to consider
the merits of allowing energy suppliers to offer these services some time
(continued...)
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California Commission did make the general policy decision to allow metering, billing
and customer services to be provided competitively as of January 1, 1998, except for the
smaller customers (20 kW or less) where the California Commission deferred the
initiation of competition until January 1, 1999.2

The California Commission’s decision to allow competitive metering, billing and
customer care has already led to significant investment in the state’s infrastructure. For
example, Cellnet Data Systems recently announced that it is constructing a
communications network in California to bring new products and services to customers at
lower costs. Without allowing competition in metering, billing and customer care, these

new services would never have been available to customers.?

HAS THE PUBLIC UTILITY COMMISSION TAKEN A POSITION ON THE
UNBUNDLING OF REVENUE CYCLE SERVICES?

'(...continued)

in the future. What prompts us to ask these questions now is a concern
that direct access opportunities to residential and small commercial
customers in 1998 might be severely limited if we fail to allow energy
providers to provide these services and to offer their customers the
resulting savings.

id. at pp. 16 and 17.

It is interesting to note that in Duquesne witness Allison’s testimony, he refers to an
article written by the vice president of Cellnet, Chris S. King. Cellnet’s technology is
radio based and it, along with Itron, have often testified to their technologies’ dependence
upon economies of scale. However, Cellnet must believe they can competitively offer
services without economies of scale since, even without any assurance of a large
customer base for its service, Cellnet has made a large investment in California, where
metering, billing and customer care have been unbundled and are competitive.



It is my understanding that the Commission has ruled that such unbundling and
competitive entry is legally permissible. On July 11, 1997, the Commission issued its
Final Order on Guidelines for Maintaining Customer Services at the Same Level.* In this
“Customer Services Order,” the Commission recognized the right to unbundle and
competitively provide the billing and supplier complaint functions under the Competition

Act. The Commission stated:*

[We simply disagree with the conclusions. . . that only
EDCs can provide these customer service functions. We
submit that there is nothing in the Act that would prohibit
the supplier single bill option and supplier complaint
handling. Although § 2807(C) recognizes that the EDC
“may be” responsible for the billing of all electric services,
there is nothing in this passive provision or anywhere else
in the Act that makes the EDCs the exclusive providers of
these customer service functions.

We believe that the Act’s reference to the EDC’s
responsibility to provide customer service functions under
§ 2807(D) is intended to maintain the status quo and is
merely a reflection that the EDC must stand ready to
provide these customer service functions. However,
concerning the two specific customer service functions at
issue; namely, billing and complaint resolution, we do not
read this provision or any other provision of the Act as
excluding suppliers from providing these functions. In
fact, we believe this interpretation is consistent with the
declared policy of the Act to create a competitive market
for the generation of electricity.

Final Order re: Guidelines for Maintaining Customer Services at the Same Level of
vality Pursuant to 66 Pa. C.S. § 2807 and Assuring Conformance with 52 Pa. Code

Chapter 56 Pursuant to 66 Pa. C.S. § 2809(E) and (F), Docket No. M-00960890F.0011
(Order entered July 11, 1997).

Id. at 10-11.
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The Commission did not implement this guideline immediately but retained it as
an option to be explored in the context of the restructuring filing of each utility.
Regretfully, Duquesne has not, as ordered by the Commission, proposed a supplier
complete bill option.

ISN’'T COMPETITION IN THE GENERATION MARKETS SUFFICIENT?

No. The introduction of competition in non-wire services will bring customers
substantial benefits that would not be obtained if competition is limited to the supply of
generation. The success of direct access will hinge on the ability of customers to be able
to choose among the service and product offerings of competitive suppliers, such as
Enron. Unless those suppliers provide these additional non-wire services, they will be
placed at a competitive disadvantage vis-a-vis Duquesne, and that, correspondingly, will
severely limit consumer benefits. If new entrants are prevented from bringing the full
range of potential competitive offerings to consumers, consumers will see fewer benefits
and the direct access market will be that much less competitive, that much less efficient,
and provide correspondingly less service innovation and cost savings to consumers.
Again, T highlight the experience of the gas industry in California, where competition
was limited to the "commodity," and consumers were denied the full benefits of
competition. On thp other hand, permitting competition in all of the non-monopoly
functions, including non-wire services,‘ will stirﬁulate competitors to innovate and market
lower-cost and more efficient services to go along with the energy service, er;couraging

even more entrants, and intensifying the competition which will ultimately benefit all

Pennsylvania electric consumers.
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SHOULD THE COMMISSION MANDATE NEW, MORE SOPHISTICATED
METERS AS A PREREQUISITE TO DIRECT ACCESS AND COMPETITION IN
NON-WIRE SERVICES?

No. Consumers differ in their needs, and a regulatory solution of “one size fits all” tends
to result in none fitting well. Residential consumers do not need or require the same type
of meter services as do, for example, large commercial customers. The installation of
real time meters ("RTM") should proceed as customers and the market dictate. Clearly,
system-wide installation is not required to commence direct access. Small commercial
and residential customers can be adequately served using load profiles and after-the-fact
settlement of energy charges. Large commercial and industrial customers, on the other
hand, will most likely choose highly individualized arrangements, which also argues
against system-wide installation of any single type of RTM. In addition, system-wide
installation by the utility carries with it the burden of huge costs for ratepayers. The
unbundling of non-wire services will allow value added services to offset some of the
installation cost of RTM units, bringing these services to more and more customers
without any utility expenditure.

COULDN’T COMPETITION DEVELOP IN NON-WIRE SERVICES WITH THE
UTILITIES’ COSTS BUNDLED INTO A DISTRIBUTION RATE?

No. As a practical matter, it is hard to see how competition could begin without the price
being unbundled, i.e. separately stated. From an emerging competitive market
perspective, if the Commission permits meter services to be bundled with Duquesne’s
distribution service, the Commission would actually limit access to the metering market
for new entrants because customers would have to pay twice for meter and metering

services and Duquesne would gain an unfair competitive advantage. This is because the
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utilities could retrofit the existing meter with their chosen version of new technology. On
the other hand, a competitor would be forced to construct a new Automated Meter
Reading ("AMR") gateway downstream of Duquesne’s meter, which requires entry to
the customer’s home, perhaps modification or removal of portions of a wall or the
movement of the circuit breaker box. This construction would result in increasing costs
as well as delays, and aesthetic concerns for consumers. Finally, without unbundled
metering charges on the costumer’s bill, the customer would be forced to pay for the
utility’s metering as part of the “bundled” delivery service rate. This is obviously unfair
and not consistent with my understanding of the goal of bringing competition to

Pennsylvania’s electric services industry.

WILL COMPETITION IN NON-WIRE SERVICES LEAD TO DUPLICATION -
AND INCREASED COST?

No. Once unbundled, service providers will be able to decide who will provide these
services, so there is no duplication. The proliferation of cost reduction initiatives
frequently results from the restructuring of customer account services, including process
redesign, outsourcing, and offerings of new products and services. The existence of new
sources of value have changed system economics so as to encourage providers in other
industries to absorb up-front customer acquisition costs, with the result that products and
services are more widely available. Based on past experience with deregulated markets,
Enron expécts that the unbundled market for billing and customer account services would
exhibit major cost reductions and value added enhancements by third party customer
service providers that focus upon one, or a few, services. Compare the experience of the

telecommunications industry where local exchange carriers reduced their own billing and
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customer costs by 28% (Exhibit 3, JAB-1). However, these same companies realized that
utilizing third party billing companies who could concentrate on the specifics of the
billing function could produce even larger savings, between 20% and 62% below their
initial expense levels (Exhibit 3, JAB-2). As a result of competition and innovation in
these customer service areas, the consumer will have expanded choice and enjoy the
benefits of greater value at lower costs. Just as importantly, the consumer will be offered
new services which were not available even a short time prior to restructuring.

WHAT KIND OF NEW SERVICES COULD BE PROVIDED?

There is a variety of new services which could be provided in metering, billing and
customer care functions, including appliance monitoring, latchkey services, toxic gas
detection, time-of-use pricing, and outage detection. Please refer to Exhibit 3, JAB-3.

CAN YOU PROVIDE AN EXPLANATION OF HOW SUCH A SYSTEM
WORKS?

Yes. Please refer to my Exhibit 3, JAB-4.

WHAT STEPS MUST THE COMMISSION TAKE TO ALLOW THE
TECHNICAL IMPLEMENTATION OF NON-WIRE SERVICES?

I'urge the Commission to require that the utilities and all other suppliers who install
meter facilities employ an open system architecture. By this, | mean that all metering
devices can be interconnected with Duquesne’s system, and can be integrateci ;vith a.
communications link to provide data readable to Duquesne and to any other affected
supplier. Communications standards and protocols will develop, and will develop faster
once there is substantial competition. History teaches that the choice of standards by

regulatory decision-making is rarely the right answer.
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Q. DOES DUQUESNE INDICATE THAT IT WILL UTILIZE AN OPEN
SYSTEM ARCHITECTURE?

A No. In fact, Company witness Allison indicates that Duquesne signed a fifteen
year “full-service” contract with Itron, Inc. to provide an electronic communication link
to approximately 580,000 customers in Allegheny and Beaver counties.

Q. ARE YOU FAMILIAR WITH ITRON, INC. AND ITS PRODUCTS?

A Yes, Itron has a proprietary network that currently requires the meter to be
bundled with meter reading. Without change, the use of this proprietary system by
Duquesne would foreclose competitive metering and meter reading alternatives. This is
the old “monopoly” model of doing business and should not survive in the competitive

marketplace.

Q. DUQUESNE WITNESS ALLISON INDICATES THAT THERE WILL BE
CONSIDERABLE BENEFITS TO CUSTOMERS BY IMPLEMENTING
THE ITRON SYSTEM. DO YOU AGREE?
A. No, I do not. Duquesne apparently is attempting to impose a “one size fits all”
approach which offers no choices to the consumer, and which would result in
considerable lost consumer opportunity and benefits. For example, in the phone business
there are multiple competing networks: cellular, PCS, satellite, traditional land lines, etc.
Histéry in the telecommunication business proves that new technology will be developed
to offer better products at lower costs but unless the market is open to competition, this;

will never happen. The Itron system would not allow such competition to develop.

Q. ARE THERE OTHER REASONS YOU DO NOT BELIEVE THIS IS
BENEFICIAL TO DUQUESNE’S CUSTOMERS?
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A Yes. Their blanket implementation of advanced metering puts the risks on the
rate payers, rather than the shareholder. In a competitive market, metering and billing
should be offered by Duquesne’s affiliate and any competitors and all costs should be
separated from the wire services. Under this model, Duquesne customers would benefit
from competition in the metering communication network. Customers and energy
service suppliers will choose to use Duquesne’s communication network if it provides a
service at a competitive price. However, the PUC should mandate that there is a choice
because in a competitive market [ believe their will be fierce competition not only for the
meter itself, but also for the communication network.

Q. WHAT ABOUT THE FACT THAT DUQUESNE HAS ALREADY SIGNED
A FIFTEEN YEAR LEASE?

A. First of all, as noted above, the most appropriate entity to offer this service should
be Duquesne’s affiliate (as one of any array of “competition” provides). However, once
the Commission mandates competition in the revenue cycle services I am informed that
the Commission has the authority to amend and revise contracts. They therefore could
order a revision that would guarantee rate payers did not suffer financially for the lack of
foresight that Duquesne exhibited in signing such a lease. Certainly, Duquesne’s
unilateral action in entering into the arrangement cannot act a bar to competitive
developmen_t in Duquesne’s service territory. The Commission should direct Duquesne
to work with suppliers and others to implement modifications in the “CARS” system to
allow supplier-provided meters, automatic meter reading and billing through and

“Information Open Access” system, as I describe below.
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HOW DOES THE DUQUESNE ITRON SYSTEM COMPARE TO YOUR
ENDORSED IOA SYSTEM?

Duquesne’s Itron system is a one-way interface subject to the complete control of
Duquesne. Under such a system, Duquesne would control the content and format of
information its competitors receive and would establish itself as communications
"gatekeeper” for its competitors. This type of system would not be the type of open
network architecture system necessary to enable full competitive development. The JOA
system I endorse is a two-way system which permits Duquesne and a customer’s supplier
equal access to the necessary customer information without sacrificing proprietary
concermns pertaining to dissermination of such information to third parties. Under the
system of open architecture I recommend, this should not be a problem.

Q. ARE THERE OTHER STEPS THE COMMISSION SHOULD TAKE TO
ALLOW THE TECHNICAL IMPLEMENTATION OF NON-WIRE
SERVICES?

A. Yes. The introduction of competition requires that the Commission develop

additional standards with respect to meter reading, including minimum data elements,

timely data access, open architecture storage and communications, security and
enforcement procedures. These new standards should not dictate the use of specific
metering devices, communication protocols employed at the customer site, hardware,
éoftware, ownershii; of meters, or other terms of commercial service agreements.

Finally, as the Commission institutes the unbundling of metering servi;:e, Enron would

recommend that a working group format is an appropriate venue to develop the additional

guidelines for implementation.

WHAT ABOUT METER SAFETY AND ACCURACY?
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The Commission should also ensure that existing standards approved by the Commission
should be used by Duquesne and other suppliers for meter and meter reading safety,
accuracy, installation, and performance. Moreover, industry-wide standards for meter
safety, accuracy, installation, and performance exist today. Chief among these are those
standards contained in the National Electrical Code (NEC) and the C12 series of the
American National Standards Institute (ANSI).

HOW WILL EACH PARTY THAT NEEDS THE USAGE INFORMATION BE
ABLE TO OBTAIN THE DATA?

Enron recommends that the efficient exchange of usage and billing information between
necessary parties will be accomplished through an information open access ("ICA")
system. As noted above, the technology for implementing open access to metering and
billing exists today. Ultimately the implementation of open access will be an absolute
necessity to bringing the full benefits of competition to consumers., The Commission is
familiar with the concepts underlying IOA from the electronic interfaces between
incumbent local exchange carriers and competitive local exchange carriers which have
been required in implementing the Telecommunications Act of 1996 for the
telecommunications industry. As] ;iescribe in Exhibit 4, JAB-5, IOA will operate in a
manner similar to the electronic interfaces presently being implemented in the
telecommunications industry by allowing both Duquesne and the supplier access tc; the
necessary infonn;ition to pro;/ide comprehensive, high quality service to customers.

CAN PENNSYLVANIA IMPLEMENT DIRECT ACCESS WITH EXISTING
METERS?
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Yes. Some consumers may wish to take advantage of direct access without prior
installation of a time-of-use meter. This is likely to occur for residential and small
commercial consumers, especially at the beginning of retail competition. For small
customers, electric suppliers can readily use Duquesne’s load profiles. Customers will be
billed for actual power used, based upon the meter information read and transmitted by
Duquesne (if Duquesne continues to operate its own metering system) to the supplier.
The load forecasts will be compared and adjusted on a regular basis with the actual usage
data to account for any balances and to ensure accuracy. Appropriate load profiles can be
developed for various small customer types based on factors such as size, heating
equipment, etc. However, it is critical that the Commission require Duquesne and other
utilities to provide demand profiles to suppliers which represent average usage patterns
for each customer class. These demand profiles must be updated on a regular basis.
Market participants may make an economic decision to install time-of-use metering
equipment at any later date. Critically, however, direct access would be available to
consumers without requiring new meters at the outset. However, with Itron the customer
will be told when they need a new meter.

WHAT ARE THE SPECIFIC BENEFITS OF UNBUNDLED AND
COMPETITIVE METERING FOR RESIDENTIAL SERVICE?

Metering is a prime example of how the introduction of competition into non-wire
services wiil not only stimulate the development of direct access but also provide new
innovative services and increased choices to consumers. Under the current system, the
utility, not the consumer, makes the choice as to what type of meter will be utilized to

measure service.
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Meanwhile, AMR technology is not only feasible, but is available today in a
competitive meter market, and at a very competitive cost. New AMR technology is
being advertised at under $100 per unit. The introduction of innovative metering and
metering services also will significantly expand choice for Pennsylvania consumers. The
introduction of innovative metering technology will directly result in new pricing options
by electric generation suppliers who recognize consumers’ desires to achieve the lowest
possible bill.

The introduction of competition will also increase efficiency and reduce metering
costs. It is very possible that competitive forces in the marketplace will dictate that
suppliers will install and provide remote-read, time-of-use meters at no initial cost to
consumers. At a bare minimum, competition will drastically reduce the costs of
installing and providing consumers with sophisticated meters — which by all accounts
are critical to the development of full competition — as compared to the costs incurred if
Duquesne was encouraged to install technologically advanced meters throughout their

service territories.

IF A COMPETITIVE SUPPLIER REPLACES A UTILITY METER WITH ONE
OF ITS OWN, WON’T THE CUSTOMER AND UTILITY BE AT RISK IF THE
SUPPLIER/CUSTOMER RELATIONSHIP ENDS AND THE SUPPLIER
REMOVES ITS METER, LEAVING THE CUSTOMER WITHOUT ANY
METER?

Clearly, no customer should ever be without a meter. If a supplier replaces Duquesne’s
meter and later wants to remove its meter because the customer relationship has ended, it

is reasonable to require the supplier either to restore a utility meter for the customer or

leave the supplier’s meter in place until a new electric supplier has been chosen by the
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customer and arrangements made for a new meter to be installed. This would assure that
there is no break in the customer’s ability to receive energy or in Duquesne’s ability to
bill for its services.

ARE YOU ADVOCATING A “SUPPLIER SINGLE BILL SYSTEM”?

Yes, as an alternative for those customers who want it. As more fully described in

Mr. Muench’s testimony (Enron Statement No. 4), the supplier single billing option for
electrical energy service is both important to customers and achievable. Customers will
likely not embrace a system that generates different bills for electricity, transmission
services, and other unbundled services and functions. This requires that the consumer
have the power to choose which entity will conduct metering and billing services, and
that the supplier have the right to act as the consumer’s agent for all other services.
WHAT BENEFITS WILL THIS PROVIDE?

By having the ability to obtain all services from competitive providers, the customer’s
choices -- and competition -- are maximized. The customer should have the right to
obtain, and the electricity supplier to provide or acquire as agent for the customer, all
services, including delivery services. This will enable the supplier to maximize value in
all areas; increase efficiencies; and insulate the EDC from risk of consumer nonpayment
by making the supplier responsible to remit to the EDC for the service used by the

consumer.

WHAT WOULD YOU RECOMMEND THAT THE COMMISSION DO TO
EXPEDITE THE INTRODUCTION OF COMPETITIVE NON-WIRE
SERVICES?
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The Commission should require Duquesne to unbundle non-wire services and establish
non-discriminatory rules for their provision by suppliers in their Electric Service Tariff.
Mr. Reising will discuss these issues in his testimony (Enron Statement No. 2).

WHAT HAS DUQUESNE PROPOSED WITH RESPECT TO UNBUNDLING
NON-WIRE SERVICES AND OPENING SUCH SERVICES TO COMPETITION?

Duquesne has taken the position that non-wire services should remain within the
regulated utility. Company witness, Mr. Allison, specifically states in his testimony that
Duquesne will not open such services to competition, nor will it unbundle or state the
rates for those services (Duquesne St. No. 8 at 16). He cites safety and customer service
concemns for his position. Based on these statements it is clear that Duquesne does not
intend to open their non-wire services to competition as I am recommending in my
testimony. In fact, Mr. Allison has criticized parties such as Enron that would advocate
the competitive provision of the revenue cycle services.

WHAT ARE THOSE CRITICISMS?

One of his primary concerns seems to be that if EGS personnel were included in
metering service that the safety and reliability of the system would be threatened.
(Duquesne St. No. 8 at 17-18).

DOES DUQUESNE’S POSITION HAVE ANY VALIDITY?

No. Clearly, meter installation and repair need to be conducted by properly trained
personnel. The contention that only employees who work for an EDC are capable of
being so trained is obviously not supportable. Mr. Allison’s concerns can and should

be addressed by having the Commission establish minimum qualifications and training
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for installation personnel and to require EGS services to meet the same service
standards as the EDC.

There is no reason why EGS personnel cannot perform the meter and billing
related services with at the same level of competence and safety as customers presently
enjoy. In fact, if history is any guide, a competitive market would enhance the service
provided. Indeed, in the years before the break-up of AT&T, AT&T used to argue
that only equipment that it owned and controlled could safely be installed and
maintained on the network only by Bell System employees and that competition would
result in all types of service inadequacies. We can now look back and acknowledge
that those concerns were invalid. Indeed, most of us take for granted how much more
selection we have in the purchase of phone equipment, how much more convenient it
is to have a phone installed and how phone equipment has improved through
innovation.

The same type of concerns were raised in the early days of ATMs. Yet
today, the various participants in that industry have so arranged among themselves that
an individual with a card can obtain funds virtually anywhere in the world for little or
no charge. Concerns about customer confidentiality and accuracy have virtually
disappeared. I see.no reason why the particip.ants in the competitive metering and
billing business could not similarly work those details 'out With the assistance of the
regulator — in this case the Pennsylvania Public Utility Commission. 1 believe that the
methodology used by the Commission through task forces, working groups and generic

docket proceedings will enable all of the problems arising in the transition to a
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competitive environment for metering and billing to be resolved. One must note that
the same types of concerns were raised — and rejected — as reasons to hold up
unbundling by the California PUC. Obviously, if those concerns can be overcome in
California national standards and protocols will soon be available to make the
transition here smooth.

More important, we are dealing with an act that fosters competition. There is
no reason for the Commission to forego the opportunity to foster competition in this
regard at this time. Mr. Allison wishes to forego additional competition by raising all
types of problems and concerns. These are all resolvable and require only an order to

unbundle and work out the details.

ARE THERE OTHER CRITICISMS RAISED BY DUQUESNE?

Yes. Mr. Allison indicates on page 18 of his testimony that he does not believe there is
much savings to be offered to the customer. In my opinion, if Duquesne had in fact
properly conducted the studies to determine the costs for each unbundled section of the
bill, I believe Mr. Allison might be surprised at how many customers would consider
those savings significant. While Mr. Allison does not provide any support, Mr. Paul
Reising (Enron St. No. 2) has presented an analysis and will present that as part of his
unbundling tariff. At any rate, even if the savings are small now, unbundling will still
create a competitive market, likely resulting in enhanced savings in the future. Mr.
Allison, on page 18 of his testimony, seems to infer that because an EDC may remain as
the supplier of last resort, that somehow suppliers will be able to pick and choose

customers that are profitable to serve, while ignoring those that are not profitable. First
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of all, being the supplier of last resort is not looked upon by Enron with the disdain that
some utilities seem to imply. Enron has made it clear that it will supply all customers
from the largest industrial to residentials involved with universal service and other low
income customers. Enron has no problem with the Act’s requirement that all customers
be served at the same high-level of reliability that exists today. Enron, in that regard, like
Duquesne, believes that it should exceed minimum standards, not just meet them. The
disagreement is that Duquesne still believes that it can provide as a monopoly provider
service as efficient as the competitive market can. While, in my opinion, it is wrong,
allowing competitive alternatives to the EDC for non-wire services simply give
customers additional options, and the opportunity for Duquesne to show that it can win a
race where there actually are competitors.

WHAT IS YOUR CONCLUSION?

The Commission should order Duquesne to unbundle non-wire services as part of their
restructuring plans, and develop non-discriminatory terms, conditions, and protections so
that suppliers can provide these services competitively. In addition, the Commission
should announce a policy in favor of open architecture for non-wire functions so that new
options for metering, billing and information services are not unnecessarily foreclosed
and that these policies shall apply to Duquesne’s Itron leasing agreement. Finally, the
Commission should encourage workshops to discuss what standards and protocols need
to be identified to increase customer access to unbundled non-wire services and to work
out procedures for the sharing of meter data.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.
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Exhibit 3, JAB-1

Customer Account Services
Billing System Opportunities

(Representative Example)

Competitive Prices have required local telephone companies to restructure
their billing systems, resulting in lower costs

100 —

80 {—

$63MM

60 —

Billing System Costs

20 —

Original Restructuring Restructured
Cost Opportunity Cost

Source: Bain & Company, Inc.
©1997 15-7060954-01
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Exhibit 3, JAB-2

Customer Account Services
Third Party Billing Services
(Representative Example)

As local telephone companies began to assess the competitiveness of their
billing operations, they realized that some third parties provide this service

less expensively
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Exhibit 3, JAB-3 .

Non-Wire Products & Services:
"Endless Possibilities"

Telephony

Internet

Appliance monitoring
CATV

Security systems
Financial services
Latchkey monitoring
Toxic gas detection

Real-time pricing
TOU pricing
Real-time budgeting
Load management
Outage detection

Electronic billing

itemized billing
Multi-product conjunctive
billing

Multi-site summary billing
Load allocation

Energy use analysis
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Exhibit 3, JAB-4

NON-WIRE COMMUNICATIONS NETWORK
CONCEPTUAL MODEL

GENERAL

The Non-Wire Businesses will need a communications network to share and exchange data.
This network, although similar to the ISO nerwork, must be a separate and distinct network,
using open protocols with controlled access. This document highlights the approach for
developing the Non-Wire Network.

In examining the need for open architecmure standards for non-wire services, one should frst
look at the various types of data comrnunications asseciated with metering. Three tvpes of
mertering communications were identified and are addressed in this mede!. These
communication areas are:

Betwesn merter and devices within the sremises
Bernwesn meter and metar reading company
Berwesn meter reading comrany and meter Jata users (non-wirs services companies)

L 1D —

CONMDMUNICATIONS BETWEEN THE METER AND CONTROL DEVICES WITHIN THE
PREMISES

Providing services bevond the merer requires data communications between the meter and the device
being Conrroiled or monitored. Traditionally, this is accomplished using power line carrier or radio
within the home or plant. Although there is no universally accepted open architecture for in-home
cofamunications, the two major data communication protocols in this market are Echelon Lonwaorks
and CEBus. These protocols have been evaluated by various entities and each has unique benefits.
The Electric Power Research Institute (EPRI) is planning to include metering and metering systems
in their Utility Communications Architecture (UCA) standards. Accordingly, UCA could become
another major alternative protocol in the market,

rovided the communication architecture and Protocols are open,' Enron believes the market should
determine which, if any, of these protecols is adopted as 2 standard.

Open architecture is used throughout this document to mean a design for a data network
that fulfils the objective of allowing anv user to communicate with any other user,
regardless of the types of computer systems and devices in use. Such a system requires
standard conventions (o be used throughout the nerwork, including the communications
aspects and the processing aspects that take place in computer applicztions.



COMINUNICATIONS BETWEEN THE YIETER AND THE METER READING COMPANY

There are no recognized indusiry siandards for open architezture communication betwe=n Merers
and an automated meter reading sysiem. Trere are opea arotocols available for each type of system
(e.g., PCS, satellite, phone, racio, broadband), but no single standard exists. Enron believes there
is minimal value in developing one open standard for this applicaton and recommends that each
meter reading company be allowed to use the communications infrastructize of its choics so long
as the architecture and protocols are open.

CONMMUNICATION BETWEEN THE METER READING COMPANY AND METER
DATA USERS

As a first step in understanding the process necessary 0 suppon the data flow of meter data, one
should identify the potential users of meter data. When looking at the diversity of meter data users,
it becomes clear that the essential data crecessing issue is not the underlving AMR techrology, but
rather how the data will be made accessitiz o all users ef the data. In additon to the meter reading
company who serves the daia collection funciion, other potental meter data users who reguire
timely, direc: access 0 indivicual cusiemear mererdaia are the:

* Billing Company - the eniity charzed with srocducing the enc-user illing requires

.
the 2nergv usage datz

. Diszioution Company - the Disco requires meter daia for planning anc mainizizning
die disiribution svsien

L Customer Care Company - the cusiomer service antitv nesds the daia for customer
inquiry and billing 2nalysis

. _Load Aggregaior/ESP - the aggregator and anergy service provider need the dara for
[SO energy scheduling and settlement purposas

® ~ Others - regulators or new value added business entities may require access to the
data

While in some cases all of these functions may be performed by a single company, it is recognized
that open competition requires that the prorosed standards must support the situation where separate
and independent companies could performn each of the functions.

Enron recommends that each meter reading company be reguired t¢ maintain a real-time database
that is accessible to all interesied paries. This approach means that information would be
distribured and shared across many (potentally hundreds) indzgendent but interconnected databases.
Satisfying this requirement means that a data communications infrastructure s necessary so that
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meter dawa may flow betwesn the meter rezding company who collects the data and the various users
of the data’?

The conceptual modei of a Non-Wire Data Communications infrastructure is illustrated in Figure 1.
Under this mode!, multiple companies can obtain metering information as long as they share the
information on the network. The customer service, cusiomer information, and billing companies
will be able to obtain the information Tom the meter reading company in the same manner. By
creating the Non-Wire Data Communications [nfrastructure, total unbundling and opea competition
is enabled in the Non-Wire services.

Figure 1 .
Conceptual Mode! for Non-Wire Meter Data Communications
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Issues of confidentiality of data and the process for determining authorization of access
te data are not addressed in this conceprual modei, however it is recognized that these
issues must be addressed as the design for a non-wire data communications infrasiructure
15 carried forward.
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The proposed model calls for storage of meter data in two locatons. First, it will be the
responsibility of the meter reading company to maintain the data on their local server. At the
frequency that the meter data is collected, the merer reading company’s data processing system shall
send (push) the data to those users who have requested the specific meter data. This automatic data
push approach will help reducs the numkber of network ransactions and will provide for timely user
access to the data. Meter reading companies must also support on-demand requests for specific data
for up to 90 days from the date of collecdon.

Another recipient and sworage area of the meter reading company data shall be a centralized non-
wire data warehouse. This data warehouse will be used as a collection point for meter data. The
data warehouse will function as a centralized clearinghouse for non-wire data, however the
warehouse will not be updated as frequently as the meter reading companies pushed data. That is,
users requiring curreat hourly dara for operational purposes will use the meter reading companies
data while users requiring previous day's hourly data for sertlement or billing put-poses can use the

arzhouse. The warshouse will provice for the long-temm storage and archival of -;on-wire data.
Tne means for esiablishing sueh a large-scale data srocessin 1g 2ntarprise as the non-wire dama
warshouse has not ver been defined,

Benefits of the Conceptual Model

Some of the benefits of this JexiTie non-wire data communications mede! are:

. It is indegeacent of the cam collection merhed

. It ailows anv Hu:iiz.ec eniiny to use tha information 0 support its business
operations

. It provides for tirnely access 1o data for orerational needs while also providing
centralized Iong--.erm ereval and archival capatbilities

. It allows and “wilt survive growth and advancements in technolegy, both in

_ metering systems and in information echrology

o It uses technologies that are proven and have bean used before for smlla: datz access
requirements

. It is modeled afier and operates similar to the ISO model

INFORMATION TECHNOLOGY CHARACTERISTICS OF THE METER DATA FLOW
MODEL

Success of this distributed architecture approach is contingent upon two important technologica
concepts: (1) a universal reacding database structure, and (2) a high-speed data conymunications

infrastructure.

Universal Data Exchange Definition

DSH:3822.1 1



The axchange of meter data Semween die various Susiness entities wiil require development of a
standard transacton-oriented end-use mertaring application protocol. The application protocol
effectively creates a common definition of transactions for querying remate data and the format for
the exchange of the reading data. This deZniticn of the data sxchange format should te independent
of such factors as the type of metening device used, the meter reading data collection method
emrloved, vendor specific billing system characteristics, and supplier specific data storage formats.
We suggest that it be the responsibility of the meter reading company to perform anv darta
conversions nessssary for wanslating the native reading data collecton format into the universal
exchange data format. It also would be the meter reading company’s responsibility to provice the
data processing system(s) necessary to support the on-line storage, maintenance, and acceassioility
of these daww.

A preliminary definition of the minimum met2ring data that is to be colleczed and distribured has
been developed. The type of metering device will graatly influence the ype and fequency of dana
that is collecred, therefore the following is intenced 0 estabiish a minimum data set and is nct
intended to0 p]ac= any limimations ugon nc-“ c"'" dara that anrites may wish o colleen Dam
collection inforrmation has Sees catezerized (nio ftur gen ,._l data mpes; these are (1) aggreznizd
resicential hourly load data, {2) indivicuzal residential consumption daiz, {3) Commercialindusitial

usage and power quaiity, and (4) service stares Jai,

AGGREGATED RESIDENTIAL LOAD

Non-Wire Servicas com-_:c::ies wiil 2e creraiing In comiunciien with Schedule Cc*—"i-._:.cn
compariies 1o provice heurlyv lead ferecast g 2= scheduiing of enerzy generation and deiivery. In
orcer o perform these fuactions efficieny, acmual heurly ensrgv consumption informaticn Tust D

ava.ih.ale as a venfication of the accuracy of tha load Jorecast Without the feadback of acmuni load
versus forecasted load, energy imcas::c=- 2evvean the Schedule Coordinators and the [SO could
e2silv reach unacceptable levels. Trangmitting 22ch individual resicential hourly meter reacding to

the Schedule Cocrdinators places all uareasgn bl: surden upon the non-wire data communicarion
infrastructure. Therefore, to facilitate the 0[: tional nesds for Schedule Coordinators, the meter
reading company must aggregate die availatie hourly residential consumption darta for 2ach Non-

Wire Servicescompany for whom the mete ceadmc company is providing service. Tae meter
reading company will then tonsmit ("push™) ti‘e aggregated [oad information to the associated Non-

Wire Services company. The preliminary deiniticn of the minimum set of aggregation data to be -
sent is:

1. Transmitting company identifier - This is a unique identifier assigned to the meter
reading company who coilec:ad the data and initiated the transmission.

2. Rzceiving Company iceatifier - Tais is the unique idencifier, assigned the ~Non-
Wire Services company, who is recaiving the aggrezated load data.

3. Service area identifier - This is a unique identifier which defines the service area
(i.2., UDC or transmission te zoint) associated with the reportad load.

Ry eading date and hour - This is the datz and hour associated with the regeriad load.

3. Aggrezated load - This is the aggregated energy consumption for the specified Jour.

DSH:3822t -
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1t is anticipated that the aggregated residential load dara, whether estimated or actual, will be made
availabie each hour. However, the sgecific sequences and schedule of hourly 2vents necessary o
support the SO scheduling protecol has not besn dedned.

RESIDENTIAL USAGE DATA DEFINITION

To facilitate the open axchange of residential merer dara, the meter reading company must collec:
and make available oil a periodic basis the following data items:

L.

L)

DSH:8822 )

Service Point Identifier - The service point identifier is a value that uniquely locates
each physical meter. A ser/ce point identifier would he associated wath the physical
premises and therefore would remain consistent throughout the life of the premise.
The service point identifier weuld remain constant regarcless of the aumber of times
that meter reacing companies, service providers, meters, or customers changs at tie
premise. A siandard Jor developing 2 universally unique service peint idaniifier
nesds o be 2sizoiished.

Reading dzr2 and time - Tris is the 3at2 and time at which the merer reading 'vas

L

taken. Anotherimporant dam issue !

. » - . . N . ~ * 3 et
reporiing usags Jata. It isreconumendad thar a standard dme refzrence te Zerined

£ (X2} POt et 8 AN oL SIST7INCT O LZIiACU

-k [ o= .- - =
ha asizbiishmentof 2 standard ume one ot

EET =) WA 4 - -

;i‘l

for use droughcut the non-wire ¢vele. Enrcn recommends acdepting Craanwich

Mear Time (GMT) as 2 aationwide standard for 2ll merer readings. Using GMT
would eliminai2 fime zons anc Zaviight savings ime issues. Any respensicility fer
convertipie usage caiz im0 leeal dme for billing or other usas will be ths

= ag

resconsipilit of the 2ntity using the data.

.. 107, R S - : . — - -
Interval daza (X'Wh) - This is the uscge reacings recorded in the metar ar specifled

intervals.

Recording Interval - Tais is the time interval (i.e,, 13, 30 or 60 mirutes) at which the
interval data is being recorded.

Type of service - Various merar types have different types of built-in metering
services. This is a code identifving the type of service being reported.

AEP meter identifier - This is a unique identifier for each meter. It is recommended
that the AEP format be adepred. This format includes codes to identify the
following:

Uility originallv holding, title 1o the meter

Merer vendaor

Meter mode!



L Mezer secial number assigned by the meter vendor
. Customer specified user-defined value

7. Reading status - Each reading will be tagged with a status. This status may indicate
such items as ‘whether the data is an initaj read, a re-read, or has besn validated.

Residential meter reading daia shall be Tansmitted to the non-wire data warehouse orn a daily basis.
COMMERCIAL/INDUSTRIAL DATA DEFINITION

For the commercial and incustial customers the minimum meter data exchange includes all
residential customer daw items. In addition, we recommend meter readings for commercial and

industial Customers also inciude:

1. Kiloval--hours

-

Kiloveiiamzo-tours

LY

Ampere-sguars-hours
3 Volis-squarec-hours

Commercial/indusirial consumption 2ota shall e iransmitiad (o the associated non-wire services
company and die non-wire daia warshouss on an hourly basis.

Many indusirial customers may demand additicnal power guality metering services such as voltage
and harmonics. We view these additional merzr items as value added services that will be offered

as competitive incentives by the various service providers. Therefore, power quality and other
specific indusirial metering items are not recornmended as part of the minimum standard.

DEMAND DATA DEFINITION

Deman@ data (i.e., kﬂowatls‘, ilovars, kilovoltamps, etc.) are not included in the required minimum
data ser. While these types of data will be of importancs to non-wire cycle services,

this information can be derived from the usage data.

SERVICES STATUS DATA DEFINITION

Some metering devices are capable of reporting status changes. These status reports generally are
Initiated by some svent and therefors are not appropriate for periodic reporting. When apclicable,

the meter-reading company shall provide mesar data for status changes, such as:

. Quiage — service intevuption ot restoration

DSH:3822.1 -/



* Tamper — device ‘ampering detzciion
® Power qualicy — quality threshoic deteztion

The preliminary definition of data 0 be regorted for matus rezorts inciudes:

Service point identifier

AFEP meter identifier

Date and time of status rezort
Service status

LI ) —

Standards for identifying the various types of staruses and their associated data items have ver o be
developed.

High-Speed Data Communications Infrastrucrure

Enren strongly suppors the idez of ssiapiishing 2 2=vaiz Jara zommunications netaork 0 &
by all companies in the Non-"Virs Industv. Tals necverk weuld ailow Jor the real-iime
of dara berween any authorize< entities. Initizilv, neurly vsage informatien would Te the mes
cormmen pe of data being mansmiied, however Jthzr npes of Zan would also 72 availapl
is in e zrocess of eswaplisting 2 similar nevwerk REMrer) “or use 9v tha Ind2zendan:
Operater (ISO), Power Enchange {‘"\" Cerarziien Compeonles {Cencos), and Schecule
Cocrdinators. Although a gatzway Senween e twe n2nwverks is camainly 'e.._.c'e Qur 5"g:esticn
is that 2 separate nerwork Se 2siablisied 0 surrer the oren access of N :
Communication bandwidth cemmiting, we suggesi tha rwo nenwvorks lie as smvl:r as ;ossi’o[e.

Tais nevwverk and a common se? 97 0pes 2rotocais ~veuid -e desicned 10 supror the tansmission
of standard uillity indusiry ransactions. Xa owing ha approcriate network ransaction protocol, an

. eatity could, for example, examine 1 spesific cusiomars hcuriv consemption informarnion without

cessarily knowing where the cusiomer’s meter information is phyvsically locate<.

Some of the general design concepts anticicated for this tpe of network are as follows:

NETWORK SOFTWARE

The non-wire network should include scfiware thas supports data communications within the non-
wire network configuration and that surports C"‘l'f’..z.L['llC"taOﬂS with the extemnzl ISO nerwork to

. which the non-wire services network is connected. Nenwvork sofrware for communications, security,

services, and management should be prowded.
NETWORK CONMMUNICATIONS
Users and precessors should be able to communicate with the non-wire netwoerk of local and remote

workstations, processors, and peripherzi devicss. The nor-wire network design should srovice a
common communications newwerk. using TCP:IP. The sofware should link dissimilar hardware

DSH:3820.1 -8-



nodes Fom multiple suppliers, inciuding terminals, workstation, and processors, into a common data
cormunications aetwork allowing communications among these devices.

NETWORK SECURITY

The non-wire network should allow access by authorized non-wire network users at local and remote
workstations, and/or PCs. Network security features should be provided which control user access
10 the network. A user authentication scheme requiring at least a user identification and password
should be provided to confirm the user’s authorization before the user may request a connection to
any nerwork node. Access 0 the management and administration functions of network devices
(such as bridges or routers) should be further protected by a similar authentication scheme.

NETWORK SERVICES

Nerwork services should be provided for non-wire services users. The netwerk management
software should provide menitoring and routing conuol for the users of these services. Nerwork
services should include:

1. Network flle management and wansfer

I~}

Nerwerk printing management

[ ]

Remete crocedure call

4, Remote terminal session
3. Network ime syncirenization
6. Network backup

7. Elecironic mail (X.400, or SMTP)

Network software should include the client noca software that provides client connections to the
non-wire network. Client software should be provided for each type of network node connection
required by the vendor’s sysiem configuration, The network security software shall control access
to these services.

NETWORK MANAGEMENT
The non-wire network should interface with a standard network management system that
€ncompasses security management, accounting management, configuration management, fault

management, and performance management. The underlying management protocol for the nerwork
should be SNMP running over TCP/IP. All non-wire network resources should be SNMP

DSH:9822.4 -G.




compliant. The non-wire servicz provider may provide S\WEP proxy agent software for those
resources that are not typically SNMP compliant.

NON-WIRE NETWORKING ISSUES

Concerns relating to the communicaticn infrastructures that must be addressed inciude:

1.

L}

Feasibility and altemnauves for ¢stablishing tile communications infrastructure within
the time frame required f{or use by January [, 1993.

Developing adeguate bandwidth to accommedate the data volume in a timely manner.

Defining authorization requirements and cenzification procsdures for gaining access
or revoking accsss to the network

Addressing dara confidentiality issues.

Creating application stancdards lor rmansactions te-formed on the nemverk.

SUMMARY OF RECOMMENDATIONS

The following summarizes the recommendations zer Srh n this docurzeat:

1.

DSH:3822 1

Provided the cormmunicaticn arcitectire and protecels are open, Enron recornmends
the competiuve mark2! place be allewed 0 determine which, if anv, of the meter-io-
device protocols is adepted as a standard.

Each meter reading company should te allowed 1o use the communications

.. infrastructure of its choice to collec: meter reading data so long as the architecture
_ and protocols are open.

Each meter reading company should be required to maintain a real-time database of
meter reading data that is accessible via on-line data communications to all
authorized parzies.

A statewide data communications infrastructure should be created so that meter data
may flow betwesn the meter reading company who coilects the data and the various

non-wire entities who ne=d the dara.

The meter reading company should maintain the meter reading data on their local
server. -

-10-
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A dara warehouse should be used as a collection point for meter data and o function
as a centralized clearinghouse for non-wire dara.

A standard definition for the minimum meter reading data for e2ch major type of
service must be established.

We recommend that a task force be established to develop the technical
specifications required for creating the non-wire communications infrastructure.

-11-



Zxhibit 3, JaAB-5

METERING AND BILLING CYCLE

As happens under the current regulatory regime, the first step in the billing cvcle
will be to read the meter. The entity providing meter reading services (either the Electric
Generation Supplier ["EGS"]or the incumbent utility) will read the customer’s meter. Ifan EGS
reads the rneter, it could wansmit the meter data to the utility. This can be done by a varierv of
means: electronic data interZace (EDI), by tare. phon erc. In rerail pilots ocsurring in New
Engiand, merzr read infornation is wansmited through 2 secura slecironic maiicox. The
information transmiced monthly will incluce the cusiomer account aumber, date of last and
current meter read. and X'Wh used. Histericzi customer usage information will saves besn
transmitted when the customer swiches sn2rgy providars.

With the merter read date. the ZGS will generate a bill for the cusicmer’s entire
electric service, including disuibution, transmission. 2nergy and other charges. This is an
in_m:orzant vehicle for the EGS to add value 10 the customer in terms of information, opportunities
to buy other products, and so on. In addition, cost savings and efficiencies will be created. The
utility will send one invoice — to the EGS — instead of tens of thousands to individual
customers. An EGS may bundle its energy services with billing for other products, provide
electronic billing and paviment options, and offer other ways to reducs paper and simplify
customers’ bill-paving activities.

The EGS will have an estatiished customer refationship with the utility. defined

by acontract. The uulity, consistent with rules being developed by the Commission, may

require deposits, a line of credit or other financial tools 1o assure payvment fom an EGS. Thus,



the unlity will replace payment processing, collecton, and write-offs from thousands of
customers with one secure transaction. The EGS could pay the utility for distibution,
transmission, etc., if relevant The utility will have one secure account recaivable and recsive
one wire wansfer or check based on the Commission’s credit standards. The EGS also will remit
any taxes, regulatory fess, or other required collections from customers to relevant agencies.
Again, this is a standard @ansaction that can be performed by any entity that is billing customers;
it Is not a mopopoly function. Indesd, each and every one of the billing functions described

herein can be efficiently performed by non-utility providers, frequently at lower costs.
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PLEASE STATE YOUR NAME AND TITLE.

My name is Jeffrey A. Brown. I am the Director of Government Affairs for Enron
Corp., where my primary role is to coordinate Enron’s efforts in the areas of
unbundled and competitive metering, billing and customer care. I have also provided
direct testimony in this case and in the companion West Penn Power Company
Restructuring case.

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?

I will respond to the testimony of Duquesne witness Allison (Duquesne St. No. 8-R)
regarding the unbundling pf revenue cycle services and his comments about
Duquesne’s Customer Advanced Reliability System (“CARS™). I will also respond to
the comments of William Schmitt on behalf of the International Brotherhood of
Electrical Workers (“IBEW™) regarding competition in the revenue cycle metering,
billing and information service areas. Mr. Schmitt’s rebuttal testimony in the PP&L
Restructuring case at Docket No. P-00973954 has been incorporated in and adopted by
IBEW witness Timothy Moran in his rebuttal testimony in this case.

WHAT IS DUQUESNE’S POSITION ON UNBUNDLING REVENUE CYCLE
SERVICES?

It erroneously contends that it is premature to do so at this time, and seeks to delay
such unbundling until it is able to complete the instailation and entrenchment of its
own advanced metering system — CARS. It attempts to use the Commission’s

proposed metering regulations to support its own delaying tactics.

DOESN’T MR. ALLISON AGREE WITH YOU THAT PENNSYLVANIA CAN
IMPLEMENT OPEN ACCESS WITH EXISTING METERS?
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Yes. But while he admits this is so (at 8, line 6), he claims that implementation of
unbundling and competition for these services should await the installation of cheaper
and more advanced meters.

DO YOU AGREE WITH THIS REASONING?

No. This is not a reason to delay unbundling. It is rather a reason to allow such
unbundling to take place at the time competitive direct access is phased in so that any
such installation by Duquesne will take place under a competitive environment rather
than, as Duquesne seeks, a regulated environment, where ratepayers will have to bear
the cost of such meters ar{d the CARS. As I will show, Duquesne seeks, through its
CARS proposal, to be rewarded for its inertia in not previously implementing such
deployment. Mr. Allison’s testimony (at 8, lines 6-11) in fact demonstrates that there
is little incentive for utilities to develop and introduce new technologies in a regulated
environment and provides additional support for requiring immediate competition mn all
non-wire services rather than Duquesne’s efforts for further delay. Duquesne
essentially requests the Commission to delay the provision of the innovative services
which will result from a competitive environment until it can “catch up” and offer
such innovation itself. Such a view is self-serving and is not in the best interests of
consumers in its service territory.

HOW DOES DUQUESNE SEEK TO DELAY UNBUNDLING?

Duquesne attempts to create barriers to competition in revenue cycle servi-ces by
contending it is too confusing for consumers to choose such services in conjunction

with direct access because it will interfere with developing direct access to the retail
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generation market. This is nonsense. Duquesne wrongly equates choice with
confusion. There is no reason why competition should not be implemented and
advanced in all possible areas. So long as there is an adequate statewide consumer
education program, as advocated by Mr. Muench, consumers will understand their
options and be able to make reasonable choices.

MR. ALLISON FURTHER CLAIMS THAT THERE ARE A NUMBER OF
DETAILS TO WORK OUT. DO YOU AGREE? '

This is true, but we have more than a year to work out these details. Considering the
progress that has been made in restructuring since the Competition Act took effect in
January, 1997, I have no doubt that the PUC and the stakeholders can resolve these
additional details in the next several months, well in advance of the implementation of

direct access on January 1, 1999.

IS THERE EXPERIENCE ELSEWHERE IN UNBUNDLING REVENUE CYCLE
SERVICES?

Yes. While Mr. Allison claims that the retail access programs in Pennsylvania and
elsewhere support his position, California and Arizona have both resolved such details
and are unbundling those services. Other states, understanding and recognizing the
benefits of competition, are also moving toward the unbundling of these services. I
would also note that West Penn Power Company, in a companion case, has agreed to
the unbundling and competitive supply of billing. Mr. Allison’s reference to
Pennsylvania, of course, is misplaced because it refers only to a pilot program for .-
which there was not sufficient time to implement full unbundling and competitive

entry into revenue cycle services.
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DUQUESNE CLAIMS IT WILL UNBUNDLE SERVICES IN THE FUTURE IF
NECESSARY (P. 7). DO YOU HAVE ANY COMMENT?

Yes. Duquesne states that it will unbundle these services from current rates and give
customers that choose alternatives a credit based on avoidable costs. This is totally
unacceptable. Unbundling must be based on fully embedded costs as pointed out by
Mr. Reising in his testimony. Duquesne, in effect, is asking both competitors and -
ratepayers to subsidize its costs by limiting the customer credit to incremental costs.

In a competitive environment, this is completely inappropriate, and an incremental cost
credit in such a small amount will effectively stifle competition.

WHAT IS YOUR POSITION REGARDING DUQUESNE’S “CUSTOMER
ADVANCED RELIABILITY SYSTEM” (“CARS”)?

This is an advanced metering system which Duquesne has engaged Itron to install.
Duquesne is attempting to have its ratepayers pay for this gold-plated system, which
will provide more services than required by many customers, and to utilize the system
in a way that will prevent competition.

WHY DO YOU CALL IT A “GOLD-PLATED SYSTEM”?

For example, Mr. Allison states on several occasions that it will provide actual data
rather than estimated load profiles (at 11, lines 6-8; 13, line 4; 16, lines 16-20). But
for many residential customers, load profiles are sufficient. This system, however, wiil
provide the specific data, at a higher cost, whether or not it is necessary. Instead of
making these services optional and competitive, Duquesne wiéhes to make them |
standard and to have all ratepayers pay for them, whether or not they need them.

Accordingly, its comment that CARS does not preclude the unbundling of billing or
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other services in the future is not accurate, because making the costs of CARS part of
the T&D services for which all ratepayers must pay, would effectively preclude any
competition.

BUT HASN’T THE PUC APPROVED THIS SYSTEM?

Yes, but in a regulated environment prior to the enactment of the Customer Choice
Act. While Duquesne received permission to implement this system before 'the
Customer Choice Act was enacted, it is inappropriate for it to load all its costs in
completing the system on ratepayers. As I previously stated (Enron St. No. 3.0 at 13),
if Duquesne still Believes_it is a reasonable effort, it should transfer the system to and
have the costs paid by a competitive affiliate where its shareholders bear the risk rather

than ratepayers.

BUT MR. ALLISON CLAIMS THAT DUQUESNE WILL NOT INCUR ANY
CAPITAL COSTS BECAUSE OF ITS CONTRACT WITH ITRON (page 15).

Yes, but that is a misleading statement. While Duquesne may not be expending
capital funds up front, it will be paying for the system over the 15-year period of the
contract and will pass on these costs to ratepayers through its T&D rates.

DO YOU AGREE WITH MR. ALLISON’S POSITION REGARDING THE
BENEFITS OF DUQUESNE’S CARS SYSTEM (Duquesne Statement No. 8-R at
10)?

No. While he may be correct that it will enable the provision of better distribution
service, [ am not convinced that it will do so at a lower price. But I am very certain
that it is not pro customer choice, as he claims, because it séeks to retain Duquesm;,’s

bundled monopoly position, which is the antithesis of customer choice. Indeed, if the

system has all the benefits claimed by Mr. Allison, Duquesne would not attempt to
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delay the advent of competition, but would be anxious to utilize the CARS system as a

competitive vehicle.

WHAT ABOUT THE BENEFITS THAT DUQUESNE CLAIMS THAT CARS
WILL PROVIDE (pages 12-14)?

I don’t question that the CARS system can do these things, but EGSs could provide
these same benefits, competitively, through furnishing of advanced metering.
However, if it were done competitively as I advocate, customers could choose the
advanced metering benefits they require and would not be required to pay the cost
whether or not they require the feature. As [ stated, many of these items are “gold-
plated” and not required by all parties. Moreover, in a competitive market, the same
metering benefits would undoubtedly be provided to ratepayers at lower prices.
Finally, while the CARS system appears to be a reasonable system, it is not the only
such system, and customers should be permitted to choose the metering services they

desire from a preferred provider.

DOESN’T DUQUESNE STATE IT WILL PROVIDE SERVICES TO
SUPPLIERS THROUGH CARS?

Yes. Duquesne states it will provide retail suppliers equal access to the service
offerings of the CARS system, but it is significant that in describing these services,
Mr. Allison states that CARS will allow Duquesne to offer these services (page 13,
lines 3-10); it is Duquesne that is providing all these services through its CARS in its
traditional utility mode rather than through an open competitive system. - Duquesne is
attempting to retain monopoly control {page 16, line 1-5). Duquesne is also requiring

ratepayers to fund this system under a [5-year obligation. Therefore, even if
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Dugquesne loses customers for such services in a competitive market, it would
presumably still attempt to collect those costs in its T&D rates. Combining
Duquesne’s CARS proposal with its proposal to allow only an incremental cost credit
rather than fully embedded costs at the time of implementation of revenue cycle
service competition will surely stifle competition and give Duquesne an unfair
competitive advantage to the detriment of other suppliers and, ultimately, customers.
DO YOU HAVE ANY COMMENT ON THE COST OF THESE SERVICES?
Yes. Mr. Allison speaks of the fees that will be charged by Itron at page 18. I
believe that a competitive market would improve these prices.

WHAT IS MR. SCHMITT’S POSITION REGARDING THE UNBUNDLING OF
BILLING AND METER SERVICES?

He too believes that such unbundling should not be implemented at this time.

WHAT IS THE BASIS FOR HIS CONTENTION?

He implies that unbundling and competitive entry into these service areas is contrary to
Pennsylvania’s Act and claims that it could inhibit direct access and threaten customer
service and safety.

DO YOU AGREE WITH MR. SCHMITT’S ARGUMENTS?

No.

WITH RESPECT TO THE FIRST POINT, RELATING TO THE
COMPETITION ACT, DO YOU BELIEVE MR. SCHMITT’S SUGGESTION IS
CORRECT? .

That is obviously a legal question, for the Commission and the courts to answer;

however, it is my understanding that the Commission has ruled that such unbundling

and competitive entry is legally permissible. On July 11, 1997, the Commission issued
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its Final Order on Guidelines for Maintaining Customer Services at the Same Level"
In this “Customer Services Order,” the Commission recognized the right to unbundle
and competitively provide the billing and customer service functions under the
Competition Act. The Commission stated:?

[W]le simply disagree with the conclusions . . . that
only EDCs can provide these customer service
functions. We submit that there is nothing in the
Act that would prohibit the supplier single bill
option and supplier complaint handling. Although §
2807(C) recognizes that the EDC “may be”
responsible for the billing of all electric services,
there is nothing in this passive provision or
anywhere else in the Act that makes the EDCs the
exclusive providers of these customer service
functions.

We believe that the Act’s reference to the EDC’s
responsibility to provide customer service functions
under § 2807(D) is intended to maintain the status
quo and is merely a reflection that the EDC must
stand ready to provide these customer service
functions. However, concerning the two specific
customer service functions at issue; namely, billing
and complaint resolution, we do not read this
provision or any other provision of the Act as
excluding suppliers from providing these functions.
In fact, we believe this interpretation is consistent
with the declared policy of the Act to create a
competitive market for the generation of electricity.

Final Order re: Guidelines for Maintaining Customer Services at the Same Level of Ouaiitv
Pursuant to 66 Pa. C.S. § 2807(d). and Assuring Conformance with 52 Pa. Code Chapter

56 Pursuant to 66 Pa. C.S. § 2809(e) and (f), Docket No. M-00960890F.0011 (July
11,1997).

Id. at 10-11.
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The Commission did not implement competition for revenue cycle services
immediately but retained the issue it as an option to be explored in the context of the
restructuring filing of each utility. For the reasons set forth in my direct testimony, I
continue to believe that it is in the interest of consumers to implement this option at
this time.

WHAT POSITION HAS THE COMMISSION TAKEN REGARD]NG
METERING AND METER-READING?

The Commission reviewed the provision regarding meter reading under § 2807(d) of

the Competition Act in its recent Customer Services Order and has at this time
required that all “physical activity” relating to metering be performed by the EDC."
£

This matter is being further considered at the Commission’s metering docket” where

the Commission has recently issued an order proposing regulations.” The

Commission’s Customer Services Order would appear to allow a competitive supplier
pp P pPp

to act as the customer’s agent to purchase the meter and then read the meter, if it can
be done nonphysically, so long as the meter is physically installed by the EDC.*® That
Order specifically states that restructuring plans “should allow for the option of
customer choice of meter;” and that while the Commission’s current policy requires
the EDC to perform physical meter reading even for those customers who elect

generation suppliers, “nonphysical meter reading” could be performed by other entities,

Id. at 22-23, 26.

Docket No. M-00960890F.0009.
Order entered November 24, 1997

Customer Services Order at 22-23.




10

11

13
14
15
16
17
18
19
20
21

22

which would include the competitive supplier. This provision is also contained in the
Commission’s proposed regulations. Reading this provision in conjunction with the
Commission’s ruling on the unbundling of the billing and customer service functions,
there is, in my opinion, no rational or logical distinction among these functions which
would preclude the unbundling and competitive entry into metering and metering
functions. The same rationale which allows the unbundling of billing will allow the
unbundling of metering. The proposed regulations also recognize the abilitﬁ and right
of the EGS to read advanced meters, but propose to keep the physical aspects of
metering, including the physical reading, with the EDC. Since the supplier will have
the ability to read the meter remotely, it appears that the only “physical” reading is the
two-year physical examination under Chapter 56 to make sure that a meter is working
properly.” Enron expects to comment fully on this proposed rulemaking.
Nevertheless, while the Commission’s final resolution of metering has not yet been
issued, there is no basis for Mr. Schmitt’s suggestion that unbundling metering and
nonphysical meter reading is contrary to the Competition Act.

DO YOU AGREE WITH MR. SCHMITT’S SUGGESTION THAT
DEREGULATING BILLING AND METERING SERVICES WILL INHIBIT
DIRECT ACCESS?

No. Mr. Schmitt simply claims that having the EDC provide the billing meter will
provide customers more flexibility in their choice of suppliers and eliminate any
possibility that customers will be tied to a long-term arrangement with a supplier by

virtue of the fact that the supplier installs the billing meter. However, that same

7

52 Pa. Code § 56.12(5)(ii).
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argument applies with even greater force to Duquesne because Duquesne is the
incumbent. Therefore, if Mr. Schmitt’s hypothesis is correct, Duquesne’s own
continued furnishing of the meter would make it difficult for consumers to exercise
their choice to leave Duquesne to change suppliers. Such a result would thwart the
whole purpose of the Competition Act to promote competition and choice. The
obvious answer to this “problem” is that the mere fact that a meter is installed by a
certain supplier does not mean that the customer will not be able to switch from that
supplier. Indeed, similar to what is taking place in the cellular phone business (where
switching is common), in view of the increasingly lower prices of meters, it is possible
that a supplier will give the meter free to a customer or that one competitor will pay
the cost, if any, of removing another competitor’s meter. In any event, the
competitive market will sort out the details under which switching will be enabled and
implemented. There may be attendant problems, (which can be solved) but precluding
competition is not the solution. That will not only prevent the market from solving
those problems, it will deprive consumers of added value.

MR. SCHMITT’S MAIN POINT IS THAT INSTALLING METERS MUST BE
DONE BY TRAINED PERSONNEL WHO WORK FOR THE EDC. IS HE
CORRECT?

First, I would note that the current PUC view, including its proposed regulations, is
that the EDC would continue to be responsible for meter installation and physical
reading, so these concerns would not even arise. But if the EDC did provide all such
services, Mr. Schmitt is only correct regarding his first contention but not regarding

his second. Clearly, meter installation and repair need to be conducted by properly
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trained personnel. The contention that only employees who work for an EDC are
capable of being so trained is obviously not supportable. Mr. Schmitt’s concerns can
and should be addressed by having the Commission establish minimum qualifications
and training for installation personnel and to require EGS services to meet the same
service standards as the EDC.

There is no reason why EGS personnel cannot perform the meter and billing
related services with at the same level of competence and safety as customers presently
enjoy. In fact, if history is any guide, a competitive market would enhance the service
provided. Indeed, in the years before the break-up of AT&T, AT&T used to argue
that only equipment that it owned and controlled could safely be installed and
maintained on the network — and then only by Bell System employees — and that
competition would result in all types of service inadequacies. We can now look back
and acknowledge that those concerns were invalid. Indeed, most of us take for granted
how much more selection we have in the purchase of phone equipment, how much
more convenient it is to have a phone installed and how phone equipment has
improved through innovation.

The same type of concerns were raised in the early days of ATMs. Yet
today, the various participants in that industry have so arranged among themselves that
an individual with a card can obtain funds virtually anywhere in the world for little or
no charge. Concerns about customer confidentiality and accuracy have virtually
disappeared. I see no reason why the participants in the competitive metering and

billing business could not similarly work those details out with the assistance of the

12
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regulator — in this case the Pennsylvania Public Utility Commission. I believe that
the methodology used by the Commission through task forces, working groups and
generic docket proceedings will enable all of the problems arising in the transition to a
competitive environment for metering and billing to be resolved. One must note that
the same types of concerns were raised — and rejected — as reasons to hold up
unbundling by the California PUC. Obviously, if those concerns can be overcome in
California, national standards and protocols will soon be availablfe to make the
transition here smooth.

More important, we are dealing with an act that fosters competition. There is
no reason for the Commission to forego the opportunity to foster competition in this
regard at this time. Mr. Schmift wishes to forego additional competition by raising all
types of problems and concerns. These are all resolvable and require only an order to
unbundle and work out the details.

DO YOU HAVE ANY FINAL COMMENT?

Yes. Many of both Mr. Allison’s and Mr. Schmitt’s arguments arise from their failure
to confront the competitive offering of non-wire services in the marketplace. I
categorically do not accept the argument that consumers are incapable of making
intelligent decisions and that a regulated utility is in the best position to make “one-
size-fits-all” decisions for them. Overall, my proposal gives consumers more choices;
Messrs. Allison’s and Schmitt’s proposals takes choices away. At Enron, we are
confident that we can provide value to consumers — either through lower costs and/or

enhanced services. [f we can’t, Enron is the only one that loses.

13



Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

A. Yes.
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PLEASE STATE YOUR NAME AND TITLE?
My name is Gayle Muench. I am Director of Enron Energy Services, Consumer
Services Group, and am responsible for Enron’s retail sales activities with

residential consumers in Pennsylvania.

PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR EDUCATIONAL
AND BUSINESS BACKGROUND?

I have a Masters of Business Administration from Southern Methodist University
and a Bachelor of Science in Petroleum Engineering from Texas A&M University.
I joined Enron Energy Services in May of 1997. Prior to that time, I was a director
of Enron Capital & Trade Resources in oil and gas financing based in Houston. At
ECT, I was responsible for managing several significant energy relationships. I
joined ECT in 1994 from Delhi Gas Pipeline Corporation where [ worked in gas
sales, gas acquisition, corporate planning and corporate engineering.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?
I will present Enron’s testimony and respond to Duquesne Power Company’s
(“Duquesne”) testimony pertaining to the following issues:
(1)  The unbundling of billing and bill format that Duquesne should be
required to implement as part of its restructuring.
(2)  The billing options that should be permitted, including the “Supplier
Complete Bill Option.”

(3)  Procedures governing the phase-in of competition.
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(4)  Customer selection and "slamming."

(5)  “Customer Information™ and its relationship to the “Customer
Education Program” required in connection with Duquesne’s
proposed restructuring.

(6)  Duquesne’s Universal Service Program in a competitive
environment.

(7)  Several miscellaneous issues.

BILLING

WHAT IS ENRON’S CONCERN REGARDING BILLING?

Billing is a critical component in the development of a truly competitive retail
electric market. It is my understanding that the Electricity Generation Customer
Choice gnd Competition Act ( "Competition Act") expressly gives consumers the
choice as to whether they want to be billed by their incumbent monopoly or by
their electric generation supplier. The fact that the General Assembly expressly
mandated customer choice for billing evidences support for a policy that
recognizes that competition in the billing area can provide significant benefits to
consumers, and that suppliers should be permitted to attract customers through
their billing services as well as with other products and services.

HOW DOES BILLING PLAY A ROLE IN COMPETITION?

Enron takes pride in its billing and customer service activities, and intends to
provide Pennsylvania customers with the highest quality billing services possible.

2-
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Obviously, the customer’s understanding of his or her bill is an important
component of the service quality issue. If a customer does not understand a
utility’s or supplier’s electric bill, the customer will seek a competitive option
which provides a more understandable bill.

Accordingly, providing an understandable bill that meets all of the
customer’s needs is an important part of attracting customers to Enron’ S services.
It is equally important that Enron’s customers understand the nature of the
products they are purchasing and the prices they are paying. If consumers do not
or cannot understand their chargeé, they will likely stay with their incumbent
provider.

SHOULD THE COMMISSION REQUIRE THAT BILLS BE BROKEN
DOWN OR UNBUNDLED IN ANY SPECIFIC WAY?

Yes. Itis my understanding that electric distribution companies are required to
unbundle customer bills to the extent necessary to permit customers to determine
what service and service functions they are paying for, and at what rate. This
aspect of billing and customer information is extremely important. It is Enron’s
view that unbundling or itemizing the charges on the distribution company’s bill is
one of the primary focal points of the competitive environment.

In order to provide consumers with adequate information to determine the
basis for all of the various charges included in the distribution company’s bill, the

bill itself must be unbundled beyond the basic categories of distribution,



10
11

12

13
14

15

16

17

18

19

20

21

22

transmission and generation that Duguesne proposes. Proper unbundling requires
utilities such as Duquesne to itemize charges for non-wire services like billing and
collection, metering and other customer services, .as well as for their Intangible
Transition Charges (“ITC”), Competitive Transition Charges (“CTC™) and
Universal Service Surcharges, so that consumers can fully understand what they
are paying for and evaluate their various competitive options. Mr. Reising
discusses this concept and the specific amounts which are appropriately assessed
for each component of the distribution charge in greater detail in his testimony.
(Enron St. 2.0). |

ARE THERE OTHER REASONS WHY BILLING AND COLLECTION
CHARGES AND OTHER NON-WIRE SERVICE CHARGES SHOULD BE
UNBUNDLED?

Billing and collection are themselves competitive functions that a generation
supplier should have the option of providing. In order.to do so, however, it is first
necessary .that Duquesne be required to separate and unbundle their billing and _
collection functions as part of their restructuring. Duquesne indicates that it vﬁll
not do so. (Duquesne St. No. 8 at 16). Otherwise, customers would be reciuired to
pay for the utility’s billing and collection activities even though they choose to
receive billing services from their supplier. Furthermore, absent bill unbundling,

consumers will be unaware of what amount they are presently paying the utility for

the billing and collection function, and will have no basis of comparison for
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competitive billing options offered by suppliers. This would clearly frustrate the
development of a competitive market.

HAS THE COMMISSION TAKEN A POSITION ON WHETHER BILLING
AND COLLECTION SHOULD BE UNBUNDLED?

It is my understanding that the Commission has ruled that such unbundling is
legally permissible. On July 11, 1997, thg Commission issued its Final Order on
Guidelines for Maintaining Customer Services at the Same Level.' In this
“Customer Services Order,” the Commission recognized the right to unbundle and
competitively provide the billing and supplier complaint functions under the
Competition Act. The Commission stated:’

[W1]e simply disagree with the conclusions. . . that only EDCs can
provide these customer service functions.

The Commission did not implement this guideline immediately but retained it as
an option to be explored in the context of the restructuring filing of each utility.

IS UNBUNDLING THE COST OF BILLING AS WELL AS OTHER NON-
WIRE SERVICES AN IMPORTANT COMPONENT OF COMPETITION?

Yes. Unbundling the cost of providing all non-wire services, like billing and
collection, metering, and consumer services, which support not only distribution

but also transmission and generation, and transferring responsibility for their

Final Order re: Guidelines for Maintaining Customer Services at the Same Level of
Quality Pursuant to 66 Pa. C.S. § 2807(D). and Assuring Conformance with 52 Pa. Code
Chapter 56 Pursuant to 66 Pa. C.S. § 2809(E) and (F), Docket No. M-00960890F.0011
{(Order entered July 11, 1997).

Id. at 10-11.
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development and delivery from the monopoly to the marketplace is crucial to the
success of retail restructuring. Because these types of services represent such a
large proportion of small consumers’ monthly bills, competitive suppliers may be

unable to market effectively to these small customers without comprehensive

unbundling. Given adequate protections for service reliability and assurances that
the aliernative supplier will adhere to all consumer protection requirements (an
assurance which Enron, for one, is committed to providing), the Commission
should recognize the need for competition in these service categories when market
participants, like Enron, stand ready, willing and able to offer these services.

. The benefits of competitive choice clearly extend beyond generation
services in their strictest form, and include many non-wire services. Instead éf
looking for competitive exceptions to the monopoly “rule,” the Commission should
presume that all services and service functions are properly subject to competition,
and should identify only those few and narrow areas where compelling
circumstances may justify maintaining the service as a monopoly. Mr. Brown
discusses the competitive benefits from unbundling in greater detail in his

testimony (Enron St. 3.0)
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THE SUPPLIER SINGLE BILL OPTION

WHAT BILLING OPTIONS SHOULD BE IMPLEMENTED AS PART OF
THE UNBUNDLING OF BILLING AND COLLECTION?

The Commission should require Duquesne to implement and comply with full

customer choice as part of their restructuring. As applied to billing services, this

objective requires that customers be permitted to choose one of the following

billing options:

(1)

(2)

€)

Single EDC bill. Under this option, Duquesne would provide al!

billing services — for the services Duquesne provides and on behalf
of the customer’s supplier of choice — including billing for non-wire
services and the generation portion of the bill;

The Two Bill Option. Under this option, Duquesne would continue

to bill for Duquesne’s distribution, transmission and competitive
transition charges (i.e., CTC and ITC charges), while suppliers
would provide a separate bill for all services the customer chooses to
receive from the supplier (including generation services and other
non-wire services to the extent the customer chooses to utilize the
supplier for such services);

The "Supplier Single or Complete Bill Option." Suppliers would

provide a single or complete bill in which the supplier would bill not
only for the services that it is providing (i.e., generation and, if
chosen by the customer, non-wire services) but also for services
provided by Duquesne including transmission, distribution, CTC and
ITC.
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WHAT ARE THE BENEFITS OF THE "THREE-OPTION" APPROACH?

This "three option" approach would provide enormous benefits to consumers and, |
believe, is fully consistent with the Competition Act’s mandate to bring
competition to the electric generation market to the greatest extent possible. It is
also consistent with the approach just recently adopted in California, one of the
first states to make final determinations on these issues. Most importantly, it
would allow the Commission to implement customer service and billing policies
which not only serve to maintain present levels of service and customer protection,
but which will allow suppliers to add value for customers by enhancing and
improving present levels of customer service in furtherance of the objective-s of
customer choice. Overall, permitting the supplier to be the "single point of
contact” by providing a single bill is one of the primary means of adding value to
generatfon supply services, and is as important to meaningful market development
as any other part of the competitive market restructuring.

WHY ARE COMPETITIVE BILLING OPTIONS SO IMPORTANT?

The "Supplier Complete Bill Option" will allow suppliers to offer a more
comprehensive service to consumers, which would not only provide energy supply
at competitive rates, but would also permit the supplier to E-ldd value to generation
service through service functions such as metering, demand management,
specialized or customized billing and "TL.C" customer service. Establishing

billing and customer services as separate competitive services will provide

-8-
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competitors with an incentive to bring to the market products and services that
consumers desire, providing added value at a total price resulting in real savings to
customers. For example, suppliers that also provide billing and customer services
likely will be able to offer a whole host of heretofore unseen products and services
in the billing area. Bills can communicate not only required information but
information customized to a customer’s special needs, ;uch as detailed information
about electric use for customers who choose time-of-use pricing, information about
the amount of electricity certain appliances utilize to help consumers conserve,
automatic notification of customers when electric use reaches pre-specified levels,
and many other products in which customers may find value.

While I believe Enron will be able to provide better billing/customer
services at lower rates than utility customers presently are required to pay, at
worst, the Commission’s directing that a "supplier complete bill option" be
established and allowing suppliers to be the single point of contact with customers
is a relatively simple and risk-free step which merely permits these opportunities to
be offered to customers. No customer will be required to take a Supplier Single
Bill Option; it will be the supplier’s obligation to show customers the benefits and
value that would result from agreeing to allow a supplier to provide services
beyond strictly defined generation supply, including billing, metering and

customer service. Furthermore, if the customer is not satisfied with any aspect of
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the supplier’s service, he or she may return to the utility or select another supplier

for all or part of his or her service needs.

WHAT STEPS MUST THE COMMISSION TAKE TO ALLOW THE
SUPPLIER COMPLETE BILL OPTION?

To allow the three billing service options to become a reality, the Commission

must do the following:

L.

Qi_r_é_c; Duquesne to establish procedures to allow the three billing
options. Asthe Commission has already indicated, it is likely that
suppliers will offer service pursuant to any one of (or possibly a
combination of) the three billing options simultaneously.

Require Duquesne to unbundle billing and collection services on its
bills, and to credit customers electing aIternétive billing
arrangements via suppliers in the amount of the unbundled billing
charge.

Establish procedures to facilitate the "supplier complete bill option."

‘Obviously, the Commission must be assured that suppliers providing

complete billing and customer services will do so in compliance with
established customer service rules and consumer protection
requirements. Further, standards concerning remittance of charges
for services which continue to be provided by Duquesne will have to

be established.

-10-
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WHAT PROTECTIONS COULD BE ADOPTED TO INSURE THAT
DUQUESNE RECEIVE THEIR REVENUES IN A TIMELY MANNER?

These standards could include additional bonding or other appropriate financial
guarantees ﬂom the billing supplier in order to provide assurances that EDC
revenue as well as state taxes, etc., when collected by the single bill supplier, will
be rern_itted ina timelsz and appropriate fashion.

A second, and potentially more efficient, approach would be for the
Commission to establish the "supplier complete bill option" and then mandate
EDCs, including Duquesne, to negotiate in good faith with suppliers who wish to
offer such an option to customers residing in the EDC service territory. The EDCs
would be required to enter into billing/customer service "interconnection
agreements” with interested suppliers.

I understand that this is the format which is mandated by the
Telecommunications Act with respect to interconnection agreements for the
provision of competitive local services, and would appear to provide a useful
model. In fact, California has recently adopted this model for this purpose in
implementing its decision to permit customers to choose a supplier single bill.
This procedure would permit the supplier — the entity most interested in obtaining
such an interconnection arrangement — and the EDC — the entity most interested
in assuring remittance of all revenues and associated charges — to establish non-

discriminatory and uniform rules to permit the supplier complete bill option to be

-11-
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implemented. EDCs would, quite properly, demand financial assurances in the
form of letters of credit, bonds or deposits in order to assure that T&D charges and
other funds are remitted. Both parties would have an interest in assuring that
neither violates applicable customer service rules and protections. If a supplier
and an EDC were unable to negotiate such an interconnection arrangement, or
unable to agree on certain provisions, those portions could be brought before the
Commission for either informal mediation or on-the-record adjudication. So long
as care is taken to prevent unnecessary delay, this procedure could well result in an
efficient resolution of all necessary issues by the market participants themselves
rather than by regulatory fiat.

WHAT IS DUQUESNE’S POSITION REGARDING BILLING OPTIONS?
Duquesne assumes that it would normally be responsible for billing customers for
both its unbundled, regulated services and for suppliers’ charges unless a customer
wishes to receive two bills (Duquesne St. No. 8 at 13-14). They also hold that it is
uncertain whether these services should be deregulated in the future.

SHOULD DUQUESNE HAVE ANY CONCERNS
No. Any concerns can be resolved in the various workshops initiated by the
Commission. In the final analysis, it will be Enron’s obligation to show customers
value and benefits through its providing billing and other revenue cycle services to
them. This is a risk-free approach because the customer may always reject our
service or return to the EDC. By contending that alternative suppliers should not

-12-




(o)W ¥ 2 I LA VS

10

11

12

13

14

15

16

17

18

19

20

21

even be given the opportunity to provide these services, Duquesne is attempting to

eliminate customer choice.

DOES THE SUPPLIER SINGLE BILL OPTION ALLOW THE SUPPLIER
TO ACT AS THE AGENT FOR THE CUSTOMER VIS-A-VIS THE EDC?

Yes, it is likely that customers that select a supplier to provide a single bill will
also authorize the supplier to act as agent for the customer as the "single point of
contact” with the utility. Under this scenario, Enron (or any other supplier) would
act as the customer’s agent for the provision of the total electric package, including
the procurement of distribution, transmission, generation and non-wire services.
Under such circumstances, Enron should be able to accept orders for service from
customers and,' upon the establishment of an agency agreement with a customer,
assure the initiation of service at the customer’s location. Nothing in the
Competition Act that I am aware of requires that only the EDC can provide
connection for customers. Essentially, Enron, through the agency agreement,
would become Duquesne’s customer of record and would be directly responsible
for payment to Duquesne of the EDC’s charges associated with delivering
electricity to the customer. Such an arrangement would allow Enron and other
suppliers to provide a "soup to nuts" service to customers and allow Enron to add
the greatest value for the customer. This issue is of critical importance to Enron

since it will allow Enron to bring the fullest benefits of competition to
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Pennsylvania consumers and businesses through lower prices and innovative

services.

HAS THE COMMISSION ACCEPTED THIS AGENCY ARRANGEMENT
IN COMPETITIVE MARKETS FOR ANY OTHER UTILITY INDUSTRY?

Yes. My understanding is that the Commission has accepted agency arrangements
in the natural gas industry for competitive suppliers identical to what Enron is
proposing here. Iﬁ fact, this relationship between customer and service provider is
now prevaleht in the natural gas industry for customers in markets subject to

competition.

HOW WOULD CHAPTER 56 APPLY TO ENRON UNDER SUCH
CIRCUMSTANCES?

Under such circumstances Enron would, as the agent of the customer, have the
right to authorize discontinuance of service even though the actual physical
disconnéction may be provided by the EDC. In such a case Enron would, of
course, agree that all provisions of Chaiater 56 should be applicable to ité activities.
WHAT IS DUQUESNE’S POSITION ON THIS MATTER?

I have not been able to ascertain whether Duquesne has addressed this issue in its
direct testimony.

WHAT ACTION BY THE COMMISSION IS REQUIRED TO ALLOW
AGENCY ARRANGEMENTS?

In order to enable agency arrangements to be made between customers and

suppliers, the Commission must direct Duquesne to include a provision in their

-14-
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tariffs which allows customers to enter into an agency relationship with suppliers
for purposes of procuring service from Duquesne. I do not believe that
Duquesne’s proposed tariffs contain such a provision.

FOR THOSE SUPPLIERS THAT CHOOSE TO CONTINUE TO USE
DUQUESNE’S BILLING SERVICES, DOES DUQUESNE INTEND TO
CHARGE FOR ITS BILLING SERVICES?

Duquesne has not indicated in any of its direct testimony that it intends to levy
such a charge.

WHAT IS ENRON’S POSITION REGARDING SUCH A CHARGE?

I have no objection to a charge for billing to electric generation suppliers that
choose to purchase billing services from Duquesne as long as the charge is cost-
based and reasonable. 1{1 fact, Enron submits that cost should be used as a basis to
unbundle the billing and collection service so that it can be provided
competitively.

ARE ANY PROTECTIONS REQUIRED TO ASSURE THE
REASONABLENESS OF DUQUESNE’S BILLING CHARGE?

Yes. If for whatever reason Enron does not have the ability to direct-bi]l it will
have no alternative but to purchase Duquesne’s billing and collection services.
Under those circumstances, given the lack of an alternative, generation suppliers
will have little or no leverage in negotiating billing arrangements with Duquesne
under non-discriminatory terms at reasonable and cost-based prices absent

Commission oversight. It would be counterproductive to allow utilities to demand

-15-
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that suppliers enter into unreasonable billing arrangements, as it would decrease
the prospects for the development of competitive alternatives. Of course,
regulatory controls will not be necessary if the Commission acts to establish fully
competitive billing and collection services.

There is an additional reason that the factors discussed above supporting
unbundling of billing and collection services are particularly important as they
relate to Duquesne. Its planned replacement of its current information system
(Duquesne St. 8 at 5) raises important questions as to whether the costs of that
replacement should be recovered by the monopoly EDC -- DuqueSne.‘ While
Enron certaiply does not oppose Duquesne’s efforts to enhance its infognation
system, such an iﬁvestment -- In a competitive environment -- should not be
recovered from the monopoly’s ratepayers. Rather, the investment should
generally be recovered by Duquesne’s competitive affiliate and the risk of
recovery of such investment borne by the competitiv;e entity’s stockholders in the
same way Eqron must recover its investments to enhance its own billing system.

Accordingly, the new information and billing system should idealiy be
transferred to Duquesne’s affiliate to be recovered as the market permits -- again,
assuming a fully competitive billing and collection market. However, if the
Commission finds that billing system assets and costs should remain with
Duquesne, those costs should be allocated between distribution, transmission and

generation in order to determine what charges to consumers, suppliers and other
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third parties should result. Duquesne has not indicated how costs will be allocated
or what charges will be proposed as a result. Not only is a fair allocation
important, but unbundling of billing and collection service is essential so that
customers are aware what they are paying Duquesne for enhanced billing service
for comparison purpeses with the quality and price of billing services offered by
suppliers. Furthermore, at a minimum, the terms and conditions offered to
suppliers for billing services should be tariffed and subject to normal tariff review

procedures.

DO YOU AGREE WITH DUQUESNE’S PROPOSED APPLICATION OF
PAYMENTS, PARTIAL AND OTHERWISE, IT RECEIVES WHEN IT
BILLS FOR BOTH ITSELF AND A SUPPLIER?

No. Duquesne proposes to apply all partial payments first to extinguish'
Duquesne’s receivables — unless otherwise directed by the customer. This 1S
clearly unfair to Alternative Electric Suppliers. The Commission should require
that payments received from customers by Duquesne, or other billing agent, be
applied to the services provided by the entity that does not have direct access to the
customer. There is no reason why Duquesne’s charges should be given priority

over a supplier’s, unless Duquesne relinquishes billing responsibility.

PLEASE EXPLAIN ENRON’S POSITION ON THE APPLICATION OF
PAYMENTS RECEIVED BY BILLING AGENTS.

Enron believes that the entity that takes responsibility for the billing process

should also bear the risk for non-payment. When a utility is allowed to bill, they
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are able to further entrench their incumbent position through their interactions with

customers. This undermines the ability of other market entrants to develop

~ relationships with customers. If Duquesne remains the sole billing agent and all

payments, partial or otherwise, are applied to its receivables first, then Duquesne is
able to increase or maintain its market reach without any financial risk. The
billing agent has responsibility for and power of collection; thus, they should also
bear the financial risk. Generation suppliers do not have any recourse for
collection and should not have to bear the risk of payment default by customers.
Furthermore, if Enron is allowed to perform metering and billing services, we are
fully prepared to bear any financial risk arising from non-payment of customer
bills.

IF THE COMMISSION PERMITTED PRIORITY APPLICATION OF
PAYMENTS TO DUQUESNE WOULD IT HAVE AN ADVERSE EFFECT
ON THE MARKETPLACE?

Yes. Itis generall_y understood that some customers, particularly residential
customers, do not pay their electric bills in full every month. If payments are not
applied on a pro rata basis, a disproportionate amount of the customer’s
delinquencies will be allocated to the supplier. This potentially could lead to
unnecessarily early discontinuance of service by the supplier for non-payment.
Upon discontinuance of service by the supplier, the delinquent customer will
return to the EDC as the default generation supplier and will be deprived of the

benefits of the marketplace. Furthermore, EDCs, including Duquesne, are already
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recovering uncollectibles, including those uncollectibles associated with the.
generation portion of the bill, in current rates. In a competitive environment,
suppliers will be presumably assuming the risk of uncollectibles for the generation
portion of the bill. Accordingly, to assign a disproportionate amount of potential
uncollectibles to suppliers would result in double recovery of certain uncollectibles
expense by Duquesne.

PHASE-IN OF FULL DIRECT ACCESS

WHAT IS YOUR UNDERSTANDING OF HOW DIRECT ACCESS WILL
BE PHASED-IN PENNSYLVANIA?

It is my understanding that there must be a transition and phase-in period, which
ends, subject to the Commission’s discretion, on January 1, 2001, at which point
all customers v;/ith EDCs shall have the opportunity to pu-rchase electricity from
their choice of electric generation suppliers. Following the pilot programs, it is my
understanding that the Competition Act calls for the following phase-in schedule:
as of January 1, 1999, 33% of the peak load of each customer class shall have the
opportunity to obtain direct access; as of January 1, 2000, a maximum of 66%; and
as of January 1, 2001 all customers shall be able to obtain direct access. It is also
my understanding that the Competition Act calls for selection of customers on a
first-come-first-served basis unless the Commission determines that some other
method is necessary to prevent competitive disadvantages among similarly situated

customers within a customer class.

-19-



P

93] [T VSR N T =

Aol o« B I 0

10

11

12

13

14

15

16

17

18
19

20

21

22

23

24

WHAT HAS DUQUESNE RECOMMENDED FOR RESIDENTIAL AND
SMALL COMMERCIAL CUSTOMERS?

Duquesne has recommended random selection of residential and small commercial

customers based on geographic areas of choice (GAC).

DOES ENRON AGREE TO THIS METHODOLOGY FOR RESIDENTIAL
CUSTOMERS?

No.

WHY IS THE "GACS METHOD" INAPPROPRIATE?

Residential and small commercial customers residing in the same geographic area
of choice will be phased in together. Such a methodology is unfair because it will
indiscriminately prevent customers who desire to participate in the compe‘titive
market place from accessing competitive service options. Additionally, this
method may disadvantage small businesses in one neighborhood, whose area was
not choéen, relative to those in other nei ghborhoods who are to enjoy the benefits
of competition. |

HOW SHOULD RESIDENTIAL AND SMALL COMMERCIAL
CUSTOMERS BE PHASED IN?

For residential customers, we agree there is no reason to depart form the statutory
first-come-first-served basis because, by definition, residential customers do not

"compete" with each other. Clearly, there can be no "competitive disadvantages"
to residential customers by accepting such customers on a first-come-first-served

basis. Duquesne should be required to use an open enrollment standard that is
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conducted on a first-come-first-served basis until 33% and 66% of residential
customers respectively (on a customer count, not customer load, basis) are
included in the phase-in for each of the first two years. I believe that Duquesne
should be directed to allow the processing of customer switching applications from
June 1, 1998 until filed.

WHAT ABOUT COMMERCIAL AND INDUSTRIAL CUSTOMERS?

Here there is a reason to depart from first-come-first-served preference because
competitive disadvantages within those classes are real and appropriate for
consideration. Because of this, I would defer to the selection process advocated by
many commercial and industrial customers. Enron would be willing to accept the
“first through the meter” approach, where Enron would supply the first portion of
the customer’s electricity received in a given hour, and the EDC would supply the.
remainder. Some utilities have complained that this places all the risk of the
variable part of the customer’s load on them. Enron would therefore also be
willing to “follow the customer’s load™ and provide a ﬁxed.percentage of its
customers’ load throughout the day.

HOW SHOULD GRANDFATHERING FOR PILOT PROGRAM
CUSTOMERS INTO DIRECT ACCESS BE ACCOMPLISHED?

All customers or customer load that participates in Duquesne’s pilot programs

should be grandfathered into the first phase of direct access. Duquesne agrees.
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CUSTOMER SELECTION AND SLAMMING

WHAT IS MEANT BY SLAMMING?

“Slamming” is when a supplier switches a particplar customer to its service
without having received that customer’s consent. This term arose in the
telecommunications industry with the problem of long distance carriers switching

customers to their service without customer consent.

WHAT IS YOUR UNDERSTANDING OF WHAT THE COMPETITION

- ACT PROVIDES REGARDING “SLAMMING”?

It is my understanding that the Commission is required to promulgate regulations
to ensure that customer consent is obtained prior to a change of electric suppliers.

WHAT IS ENRON’S POSITION AS TO HOW THIS CONCERN SHOULD
BE TREATED ?

As the Commission is fully aware, slamming presented a relatively serious
problem to telephone customers and regulators in the late 80's and early 90's when
overaogresswe marketing by long distance carriers led to frequent instances in
which a Jocal exchange carrier implemented a change pursuant to the request of a
long distance carrier without any — or at least without adequate — customer
consent. It would seem obvious that the purpose of the provision in the Act is to
avoid this type of slamming problem in Pennsylvania’s competitive retail electric
market,

In Enron’s view, the situation in the competitive electric industry is very
analogous to the situation in the telecommunications industry. Essentially, the
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electric distribution company plays the role of “gatekeeper” traditionally held by
local exchange carriers. Generation suppliers — including the distribution utility’s
supplier affiliate or division — will submit change orders to that incumbent utility
when a customer decides to switch its generation supplier service, much like long
distance carriers place change orders with a local exchange carrier. The
Commission’s role in setting standards for restructured utilities should be designed
to assure that the supplier receives and adequately documents the customer’s
consent prior to placing a change order with the utility.

HOW SHOULD THE COMMISSION DO THIS?

It is imperative both to protect consumers and, as the Commission has
acknowledged, “to make changing a carrier as easy and convenient as -possible for
customers.”™ My understanding is that the Competition Act requires that the
customer of record affirmatively choose to switch suppliers either through “direct
oral confirmation™ or “written evidence” of that choice.

HOW SHOULD THE PROTECTIONS DESIGNED TO PRECLUDE
SLAMMING BE IMPLEMENTED?

Given the mandate of the Competition Act, I believe there are two distinct methods
that should be established to govern the customer selection process in order to

deter unauthorized switching or slamming. First, the EDC will switch a

Proposed Rulemaking Order Establishing Standards for Changing a Customer’s Electric
Supplier, Docket No. L-00970121 (Order entered April 25, 1997 at 2).
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customer’s supplier if the customer provides “direct oral confirmation” of consent.
Second, the EDC will switch a customer’s supplier if the EDC is provided “written
evidence of the customer’s consent to a change of supplier.”

Enron believes that “direct oral confirmation™ through a conference call
among the customers, suppliers and EDC should be permitted regardless of
whether the change is initiated by customer contact with the supplier or initiated
by supplier contact with the customer. In either case, the supplier should be
permitted to present “direct oral confirmation” of the customer’s selection.

As for the term “written evidence,” it is my understanding that the statute
does not require “direct” written communications from the customer through a
letter of authorization ("LOA") or an agency agréement; nor does it require that
the customer execute the document submitted to the EDC. While LOAs and other
agency agreements would be included within the term “written evidence,” I
believe the term is broader and includes any document which evidences to the
EDC that customer consent was received by the supplier. Requiring filing of an
executed LOA or agency agreement prior to implementing the customer’s choice
will unnecessarily delay the process without any corresponding benefit.

Requiring an LOA or agency agreement to be filed directly with the EDC is
particularly problematic in the residential market in which mailing documents back
and forth could take weeks. Furthermore, many residential customers who

sincerely desire to switch suppliers will either not pay close enough attention to
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their mail, will not bother to respond in a timely manner, or will simply conclude
that all the paperwork is "too much trouble." Accordingly, requiring submission of
an executed document for residential customers will be an extreme deterrent to
customer choice.

Enron believes that ““written evidence” would include a letter or other
written communication from the supplier which affirmatively indicates that the
supplier has received consent from the customer to switch the customer’s service
to the supplier. Such communications would clearly meet the statutory
requirement of “written evidence,” which the EDC can keep on file, documenting
customer consent.

WHAT WOULD HAPPEN IF A SUPPLIER FURNISHED WRITTEN
EVIDENCE TO AN EDC WHERE IT DID NOT, IN FACT OBTAIN THE
CUSTOMER’S CONSENT?

Enron would not oppose the imposition of strong penalties for suppliers that are
found to expressly document customer consent in writing when such customer
consent has not been received. Such fraudulent activity, if intentional, should be
subj;:ct to penalties to the greatest extent pérmitted by law.

In addition, further action to eliminate the slammed customer’s
responsibility to pay the slamming supplier under such circumstances is
appropriate, unless the switch was caused by an error. In combination, strong
penalties and preclusion from payment will remove incentives for and establish

strong deterrents to slamming, which I am certain will preclude those practices
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from occurring in Pennsylvania’s retail electric markets. Accordingly, Enron’s
proposal fulfills the dual objectives of deterring slamming and making changing a

carrier as easy and convenient as possible.

WHAT SHOULD HAPPEN IN THE EVENT OF A GOOD FAITH
ERRONEOUS SWITCH?

In such a case there should be no penalty or non-payment. I believe the
Competition Act was designed to deter intentional slamming, not unintentional
system error. Any benefit received from designing a completely foolproof system
to counter the potential for unintentional system error is clearly outweighed by the
adverse impact on the customer switching process. -

MARKETING AND CONSUMER EDUCATION

PLEASE DEFINE AND DISTINGUISH THE TWO TERMS.
The term "marketing" refers to activities which will be engaged in by generation
suppliers to attract customers to select the supplier as the energy service provider.
I expect that all generation suppliers, including Enron and Duquesne affiliate will
engagé in widespread marketing through a variety of media to attract customers to
their services. No regulatory mandates or incentives are necessary to require or
stimulate marketing activity. Business incentive will be more than adequate to
engage suppliers in marketing activity.

With respect to “consumer education,” it is my ;Jnderstanding that the Act

provides that, prior to the implementation of any restructuring plan, each electric
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distribution company, in conjunction with the Commission, must implement a
consumer education program in order to educate customers about the introduction
of competition into the generation supply market so that consumers can make
educated and meaningful choices in the marketplace. My understanding is that
under the Competition Act, Duquesne’s Customer Education Program requires
Commission approval, and that the Commission can modify Duquesne’; proposed
program as it sees fit in order to accomplish the Act’s objectives.

WHAT IS ENRON’S POSITION REGARDING THE NEED FOR
CUSTOMER INFORMATION AND EDUCATION?

Enron has a keen interest in the customer information and education issues
presently being addressed by the Commission, both generically and in each
rest.ructuring case. As a competitive supplier, Enron relies on the quality and price
of its products to attract customers. Accordingly, it is critical to Enron that
Pennsylvania consumers receive objective, comprehensive and understandable
marketing and educational information from the Commission, electric generation
suppliers and electric distribution utilities. In Enron’s view, the more informed the
consumer, the more likely it is that the consumer will participate in the competitive
choice process and will select the retail electric services and products that best
meet his or her needs.

WHAT IS THE APPROPRIATE SEPARATION WHICH SHOULD BE

IMPLEMENTED TO DISTINGUISH MARKETING FROM CONSUMER
EDUCATION?
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If the Competition Act’s and the Commission’s goals for educating consumers
through the dissemination of objective information are to be met, a strictly
enforced separation between marketing activity and the customer education
process should be implemented by the Commission as a component of Duquesne’s
customer education program. In my view, the only meaningful separation which

has any chance of being enforced is to preclude both utilities and suppliers from

~ engaging in the preparation or dissemination of customer education information or

materials within the context of restructuring thé électric industry. Allowing
utilities or suppliers to participate directly in the preparatioh or dissemination of
consumer education ipfonnation or materials will inevitably lead directly to
problems with diséemination of biased information designed for marketing
purposes. At the same t.ime, given the purpose of such educational information —
which is to inform all consumers of the changes in the electric utility jndqstry and
to provide them with the information necessary to mz;ke appropriate choices about
their electric service — it makes the most sense to have this educational |
information prepared and disseminated on a centralized basis to consumers
throughout the state by the Commission or an independent third party under the
Commission’s supervision, rather than dividing the preparation and dissemination
of customer education information and materials separately on a utility service

territory by territory basis.
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ARE YOU SUGGESTING THAT UTILITIES AND SUPPLIERS SHOULD
NOT SUPPLY ANY INFORMATION TO CUSTOMERS?

Yes. The Commission should either conduct or delegate to an independent third
party the pre.paration and dissemination of all retail access information. Overall,
the Commission and independent third parties should disseminate information and
educate. Suppliers and market participants should engage in marketing activity.
The two should not be mixed under any circumstances. Because Duquesne is
affiliated with and has a direct and equal interest in the success of the competitive
activities of its supplier affiliate, Duquesne should be-preciuded from preparing or
disseminating retail competition information or materials by any means since such
activity will inevitably favor its Duquesne competitive activities.

ISN’T IT POSSIBLE TO DISTINGUISH BETWEEN MARKETING AND
CONSUMER EDUCATION INFORMATION?

Attempting to label information as marketing or customer education oriented is
completely unenforceable. The only effective answer is not to attempt to label
information as being either marketing or consumer education oriented, but instead
to centralize the consumer education effort and to eliminate both suppliers and
utilities from direct involvement other than advisory activities. Overall, Enron
supports the notion of centralized administration of consumer education, whether
the administration be conducted by the Commission or an objective third party

administrator.
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Moreover, structurally separating consumer education from marketing will

eliminate the potential for customer confusion. It will also reduce the overall cost

_ if the effort 1s centralized for all Pennsylvania consumers. If conducted in this

manner, Pennsylvania’s consumer education program will provide unbiased,
objective and meaningful information to consumers. Separately, suppliers and
utilities will market their products and services to consumers. With these two
sources of information effectively combined, educated consumers will exercise
meaningful choice in the marketplace, and retail competition will develop in a fair
and effective manner.

HAVE YOU REVIEWED DUQUESNE’S CONSUMER EDUCATION
PROPOSAL?

Yes, as contained in Duquesne Statement No. 8. Duquesne proposes to be the
primary disseminator of customer information in its customer education program
and to be the author of the contents. They are also proposing to furnish third—party
groups with Duquesne’s materials for dissemination. Although Duquesne
recognizes that there is a difference between education and marketing, [ believe
that such a program will inevitably result in the mixing of marketing and customer
education and will not result in the dissemination of unbiased, objective
information to Duquesne’s customers. [t will also result in customer confusion and
will benefit no one but Duquesne.

DOES DUQUESNE’S TESTIMONY CONTAIN EVIDENCE THAT ITS
CUSTOMER EDUCATION WILL NOT BE UNBIASED?
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Yes. It appears that Duquesne will put its own name on or will prepare all
customer education communications under its name, will introduce an Internet site
and a special toll-free number for customers to call with competition-related
questions. There is no reason for Duquesne to place its name on any customer
education communications. Duquesne has already used a number of "advertorials"
in newspapers and have subsequently posted them on their website. Samples of
these materials are attached as Exhibit 4 GM-1. It is simply unrealistic to believe
that customers will be able to distinguish between such “educational” information
and marketing information bearing the same logo and furnished by another group
within the company. At the same time, Duquesne has undertaken an extensive
employee-information program. Again, it is unrealistic to believe that Duquesne
employees will not favor Duquesne’s competitive services.
HAVE YOU HAD THE OPPORTUNITY TO REVIEW ANY CUSTOMER
EDUCATION MATERIALS PREPARED BY DUQUESNE TO
DETERMINE IF THEY ARE BIASED?
Yes. Attached as Exhibit 4 GM-2, are several examples of Duquesne’s
informational material available from its website.

Each of these examples contains a subtle marketing reference as to why
Duquesne is superior to alternative suppliers. While the group preparing them

claims not to be involved in marketing and to be separate from the marketing

group, their work product proves my point that if these “educational materials™ are
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prepared under Duquesne’s name, as proposed by Duquesne, the materials will be
biased on their face.

UNIVERSAL SERVICE

WHAT IS ENRON’S POSITION AS TO THE NEED FOR A UNIVERSAL

- SERVICE PROGRAM IN A COMPETITIVE GENERATION MARKET?

Enron strongly supports initiatives to establish a Universal Service Program to
provide support to-Iow income, payment troubled Pennsylvanians as long as the
Program design is competitively neutral, as required by the Competition Act. The
objectives of a Universal Service Program in a competitive generation supply
environment should be not only to ensure that all low-income Pennsylvanians
receive required electric services, but also to secure all of the benefits of the
competitive generation market for these same consumers. In fact, low-income
consumers stand to benefit greatly from the reduced energy prices which the
competitive market will offer. Accordingly, it is extremely important for the
Commission to establish a Universal Service Program for Duquesne which is
consis‘tent with competitively neutral universal service principles by assuring that
universal service support flows towards the payment of distribution, transmission
and generation services regardless of whom the customer chooses to provide his or
her electric services. The goal should be to stimulate’competition for serving low-

income markets and to comply with the competitive principles which are embodied
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in the Act while maintaining and, if possible, increasing the benefits to low-income
customers provided by current universal service programs.

HOW SHOULD UNIVERSAL SUPPORT BE ALLOCATED?

Distribution, transmission and generation are all components of a single electric
service. Ensuring access to distribution alone will not enable a consumer to turn on
a light bulb. Accordingly, universal service support must be portable and should
be allocated to each component of a [ow-income customer’s electric bill on a pro
rata basis in proportion to the average comparative level of charges on customer
bills.

WILL LOW INCOME CONSUMERS BE DISADVANTAGED IN ANY
WAY IF DUQUESNE STRUCTURES ITS UNIVERSAL SERVICE PLANS
TO INCLUDE PRO RATA ALLOCATION AND PORTABILITY OF
SUPPORT?

No. Low-income consumers will receive the same amount of assistance regardleés
of how the funds are credited on the bill. Further, in no case will a customer’s
service be terminated more quickly under a Uniyersal Service plan with portable
support than it would be under a plan which did not include portability. There is,
therefore, no downside risk to the consumer, but a considerable benefit in that

active competition for the business of low-income consumers should serve to

reduce their bills even further.
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WHAT IS DUQUESNE’S POSITION ON PORTABILITY AND PRO-RATA
ASSIGNMENT OF UNIVERSAL SERVICE SUPPORT?

Duquesne’s has not offered an opinion in these matters at this time.
MISCELLANEQOUS ISSUES.

ARE THERE ANY OTHER ISSUES PERTAINING TO DUQUESNE’S
RESTRUCTURING WHICH YOU WISH TO COMMENT ON AT THIS
TIME?

Yes. There are two additional issues which requires the Commission’s attention in

order to assure that Duquesne’s restructuring plan will enable the meaningful

development of a competitive market. This first issue relates to the need for
representative, historic usage data or demand profiles for each customer class to be
provided by Duquesne to supbliers.

WHY IS IT NECESSARY FOR SUPPLIERS TO RECEIVE
REPRESENTATIVE DEMAND PROFILES FOR EACH CUSTOMER
CLASS?

One of the primary factors which Enron uses to develop prices and servicé
arrangefnents for a given customer or customer type is the customer’s estimated
usage panemé. While ideally it would be preferal‘:ﬂle tb review a given potential
customer’s actual demand profile, I realize that this information is proprietary to
the customer and may not be released by Duquesne without customer consent.
However, Enron can develop a reasonable estimate of a given gustomer’s usage

patterns by reviewing a representative demand profile for that consumer’s

customer class. It is critical that Enron be provided this information by Duquesne
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at least six months prior to the time of initiation of direct access and that the
information be updated upon request. Accordingly, the Commission should ensure
timely access.to this information.

EARLIER, YOU MENTIONED THAT THE DIRECT ACCESS PHASE-IN
IS SCHEDULED TO BEGIN ON JANUARY 1, 1999 BUT IS SUBJECT TO
THE COMMISSION’S ABILITY TO DELAY THE IMPLEMENTATION

DATE. DOES THIS POTENTIAL CAUSE CONCERNS FOR SUPPLIERS
SUCH AS ENRON?

Yes, this is the second issue which requires Commission attention. I understand
that the Competition Act authorizes the Commission to delay the initiation of the
phase-in for two additional six-month periods, and specifies certain circumstances
that could justify the delay, including a finding that implementation would affect
reliability, the failure of communications and information systems to be installed,
and "other considerations"” that would affect the orderly implementation ot; the
Competition Act. The Commission must make this determination at least 45 days
prior to January 1, 1999. My concern is that utilities could request a delay a
relatively short time before the 45-day notice period, and direct access could be
delayed after Enron and other suppliers had expended enormous time and
resources preparing to provide service and signing up customers.

In such circumstances, such a "surprise" delay would have a significant and
extremely negative effect on the long-term development of competition in
Pennsylvania.

WHAT DO YOU PROPOSE TO MITIGATE THIS POTENTIAL?
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I propose that Duquesne and other EDCs be required to file with the Commission

(and all participants in the relevant restructuring filings) monthly status reports on

~ the efforts the EDC is making to be able to implement direct access on January 1,

1999. In this way, the Commission, customers and competitors will have regular
and timely information about EDC progress in resolving technical and other
unbundling issues mandated by the Commission. The Commission staff can work
with the EDCs and other interested parties to determine the content of such reports.
If problems are reported, the Commission, the utilities and any competitors will be
able to take actions early enough to mitigate any potential delay.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes it does.

-36-



DCQE - Positicn on Competition

Wz,
KN

DQE

http:/iwww.dge.com/posdgec.htm

Exhibt 4 GM-1

4

ompetition Qvervie

Customer Choice Advertorial Series:

Power to Choose

Let the Competition Begin
Delivering the Future

A New Contract with Tomorrow

Piloting Competition
Road To Competition

Unbundling Power

A _Choige Opportunity
Power to All
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Other Advertisement:

Delivering th d

Retail Access Pilot Program:

The Petition of Duquesne Light Company for Approval of Retail Access Pilot Program, to the
Pennsylvania Public Utility Commission, is available for download (480KB) in the Adobe Acrobat

~ Reader 3.0 PDF format. If you need the free Adobe Acrobar Reader 3.0 you can download it from the
Adobe Acrobat Web Site. Please review Adobe's system requirements for using Acrobat Reader 3.0, to
ensure you will be able to read the Pilot PDF file.
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Duquesne Light Ad http:/iwmw.dge.com/dugad.htm

DELIVERING
THE GOODS.

Soon electricity will be distance phone company. But will help you understand the
promoted and sold like many no matter who generates your choices you will need to make.
other products. Recently passed electricity, delivery will still be Just call us at 1-888-245-7500
legislation will allow some the job of Duquesne Light. We  or visit our home page. We'll be
customers to choose a power will continue to maintain the happy to answer your questions
provider as part of a pilot poles and wires that carry power and send you useful information.
program later this year. safely and reliably to your home The new electric marketplace has

By January 1, 2001, everyone or business. Just as we do now.  a bright future. All of us at
will shop for a power generation ~ Power shopping will bring . Duquesne Light are working
company much as you may now significant change. Learning hard to deliver it.
do for a long about what's in store
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A Choice Opportunity
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More than a century ago, Pittsburgh was carving a
leadership position in the fledgling electricity industry.
One of the world’s first permanent central power stations
was built on a fifty-by-ninety-foot lot on what today is
QOliver Avenue in the center of Downtown. In the age of
horse-drawn streetcars, Pittsburgh became one of the first
cities in the country to offer electric streetcar service. One
historian has written that Pittsburgh during this time may
have been better lit with electricity than any other city in
the nation.

The success that Pittsburgh enjoyed in the formative
years of the elecrtricity industry spurred fierce competition.
More than one hundred small "neighborhood" electric
companies—many consisting only of a generator in the
basement, according to one account—went head-to-head
competing for street lighting contracts.

This period of competition gave way to a long era of
regulation, brought on by a greatly increased demand for
power and the potential for economies of scale. It was
during this era that utilities were required to provide power
to anyone in their service territories who requested it, in
return for an exclusive franchise. Now, Pennsylvania is
poised for competition again. Suppliers, including those
from outside the state, will have the opportunity to market
their particular "brand" of power to local customers by
mail and phone and through the media. Customers will
have to evaluate marketing information and make choices
accordingly. While the exact number of interesied and
qualified electric suppliers is not yet known, consumers
most likely will have an opportunity to select from a broad
range of companies.

However, unlike a century ago, when an

entrepreneur with a basement generator would suffice to get
a company into business, firms planning to compete in
Pennsylvania will have to measure up to standards of
technical competence and financial fitness set by the Public
Utility Commission, For example, the PUC will establish
requirements to ensure
that customers receive
accurate information
about supplier services,
in words that are easily
understood. The PUC
will reguire that
suppliers offer their
services to everyone o
an equal basis and will be watchful of any potentially
deceptive practices. The intent is that the present quality of
service and all relevant standards be maintained. Knowing
that suppliers must meet PUC guidelines will help ’
consumers make confident choices.

Dugquesne Light's goal is to make our customer choice
pilot program—scheduled to be available to more than
29,000 customers later this year—a meaningful prelude to
the full competition in power supply that will be phased in
beginning in 1999. For power suppliers, we will do that by
providing full and equal access to our transmission and
distribution systems. For consumers, we will be a source of
information on how customer choice will work and will
furnish on request a list of all suppliers who have been
licensed by the PUC to compete.

Thomas Jefferson once said "The great joy of being an
American is having freedom of choice.” In the not too
distant future, electricity consumers will have the

Knowing that suppliers
must meet PUC
guidelines will help
consumers make
confident choices.

_opportunity to choose, and to enjoy the benefits of their

choosing.
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Dudquesne Licht

This is the eighth in a series of messages on customer choice. We welcome your comments. You may write us at: Power to Choose, 411 Seventh Avenue,
Pitisburgh, PA 15219, Or respond through our home page at hitp:/www.dge.com
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Our first major step in meeting marketplace demands came with the highly successful Duquesne Plan in
1986. The front cover of our annual report that year said: "To become more efficient, more
competitive, more market-driven, more customer-oriented and more profitable, we are
determined to evolve and change."

The pace of change for the traditional electric utility industry is accelerating. Various scenarios for
market forces to replace regulation are being discussed across the country and in our own state of
Pennsylvania, but the public policy that will be implemented to resolve these issues is far from evident.
As a matter of good public policy, we believe we need at least two things from federal and state
regulators: 1) a clear vision of how all customers of the industry can best benefit from competition, and
2) a transition plan that is fair to customers and shareholders and does not suddenly change
long-established ground rules.

We support a regulatory vision that allows all of our retail customers to benefit from the lower
prices that inevitably will result from vigorous wholesale competition. The first step toward this goal
is access to the transmission network at non-discriminatory price and service levels. This cost-based
service must be comparable to what transmission owners provide for themselves in order to ensure
economically efficient investment decisions will be made for future generation options. :

In addition, prudent investments that were made by regulated companies under their clear legal
obligation to provide service will have to be recognized as legitimate system costs. These costs should
be shared by all electricity users, regardless of future sources of competitively priced power. As retail
customers gain more choice in their competitive purchasing options, electric utility responsibilities will
shift from an absolute obligation to service any request for power to an obligation only to deliver
available power at competitively determined prices. Any investments in new generation plants, whether
by utility or non-utility developers, would be supported by market determined prices regardless of the
ultimate costs of these new power sources.

Fundamental changes to the price régulations and service obligations of our industry are being debated
nationwide. The key factor in delivering the benefits of competition to all customers will be the
ability of the market to buy power from the most efficient producers. We add our voice to those
who favor a more economically efficient process for meeting our society's growing demand for
electricity. We are encouraged to see leading economists and policy makers beginning to describe a
clear path for a transition to an efficient system of allowing the market place to choose future sources of
new power.

We strongly support the recent Federal Energy Regulatory Commission policy that requires all electric
companies to file comparable open-access transmission tariffs and calls for an orderly transition to
competition which will allow financial recovery for previously regulated investments.

Our prices give our customers choices in controlling their total energy bills. Duquesne Light offer the
lowest electric heating rate in Pennsylvania. Our customers with modemn, all-electric homes have a lower
energy bill than Pittsburgh homeowners who heat with gas. If all Pittsburgh homes were heated with
electricity, our customers would pay 35 percent less per kilowatt hour.

We place special emphasis upon how much we value our customers. We guarantee our service
absolutely. Duquesne Light is the first and only Pennsylvania regulated utility to offer

11/06/97 21:04:38



DQE - Overview of Competition hitp://iwww.dge.com/compovrvw.htm

comprehensive customer service guarantees and one of only three electric utilities in the United
States to do so. We make this commitment and back it up with the pledge of a $25 credit should we fail.
Our guarantees give our customers a new reason to expect that our service will meet their needs
absolutely -- and a way to hold us accountable to the highest standard of service.

Our team is changing because it is important to have our best players in place for the world of
competition facing our company. Duquesne Light people will be in a position to confront changing
times with new perspectives and fresh ideas. For example, at Cheswick Power Station this year, the first
woman in the history of Duquesne Light became a power station manager, and she is the only woman
currently managing a power plant in Pennsylvania. These changes have been happening as we become a
more lean organization. Our total work force has been reduced by 24 percent in the past five years.

The people of Duquesne Light are an eager, well-knit team ready for a new future in a changing
industry. We have learned from yesterday to look forward to tomorrow. We're not thinking only about
this year and next but about the year 2000 and beyond. Thank you.

Your Comments are Welcome!
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