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1 JUDGE CORBETT: We're on t h e r e c o r d a t t h i s 

2 t i m e . T h i s i s a f u r t h e r h e a r i n g on t h e r e s t r u c t u r i n g 

3 p l a n o f Duquesne L i g h t Company. I note t h e presence 

4 o f c o u n s e l . 

5 B e f o r e we proceed any f u r t h e r t h i s morning, 

6 are t h e r e any p r e l i m i n a r y m a t t e r s t h a t need t o be 

7 addressed? 

8 MR. WISEMAN: Yes, Your Honor. I have one 

9 p r e l i m i n a r y m a t t e r . 

10 JUDGE CORBETT: Yes, Mr. Wiseman. 

11 MR. WISEMAN: Your Honor, t h i s r e l a t e s t o 

12 E x h i b i t DJC-20 --

13 JUDGE CORBETT: I remember t h a t one. 

14 MR. WISEMAN: -- and my c r o s s - e x a m i n a t i o n o f 

15 Mr. S c h n i t z e r . 

16 JUDGE CORBETT: A l l r i g h t . 

17 MR. WISEMAN: E x h i b i t DJC-20 I t h i n k i s , i n 

18 many r e s p e c t s , t h e most i m p o r t a n t e x h i b i t i n t h i s 

19 case because i t i s t h e one p l a c e where Duquesne s e t s 

20 f o r t h i t s s t r a n d e d c o s t c l a i m . 

21 S p e c i f i c a l l y , on Page 1 o f t h a t e x h i b i t , t h e 

2 2 most i m p o r t a n t v a r i a b l e are the p l a n t m a r g i n s . Those 

2 3 come d i r e c t l y o u t o f Mr. S c h n i t z e r ' s p r i c e f o r e c a s t s . 

2 4 The h i g h e r t h e p r i c e f o r e c a s t , t h e h i g h e r t h e p l a n t 

25 m a r g i n , t h e low e r t h e s t r a n d e d c o s t s . And, 
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1 c o n v e r s e l y , t h e low e r t h e p r i c e f o r e c a s t , t h e lo w e r 

2 t h e p l a n t margin and t h e h i g h e r t h e s t r a n d e d c o s t s . 

3 J u s t t o see a dynamic o f t h a t , t h e d i f f e r e n c e 

4 between h i s h i g h case and h i s low case i n terms o f 

5 s t r a n d e d c o s t s i s almost $40 0 m i l l i o n . 

6 Now, when I cross-examined Mr. S c h n i t z e r , I ' 

7 was a s k i n g him about a document t h a t Duquesne had 

8 p r o v i d e d i n d i s c o v e r y t o HSS i n response t o our f i r s t 

9 s e t o f d a t a r e q u e s t s . The document was a one-page 

10 t a b l e o ut o f Gas T u r b i n e World t h a t had' been p r o v i d e d 

11 i n response t o a q u e s t i o n t h a t asked f o r -- an 

12 i n t e r r o g a t o r y t h a t asked f o r documents o t h e r t h a n t h e 

13 e s t i m a t e s r e l i e d upon by Mr. S c h n i t z e r . 

14 I n t h e course o f t h a t c r o s s - e x a m i n a t i o n , he 

15 s t a t e d t h a t i n h i s r e b u t t a l t e s t i m o n y he r e l i e d upon 

16 t h e 1997 Gas T u r b i n e World a r t i c l e f o r a -- He s a i d 

17 i t was a work paper t o h i s r e b u t t a l t e s t i m o n y . 

18 S p e c i f i c a l l y , he was r e f e r r i n g t o Page 22, L i n e s 7 

19 t h r o u g h 11, where he says, Indeed, a r e v i e w o f Gas 

20 T u r b i n e World, one o f t h e sources c i t e d by 

21 Mr. F a l k e n b e r g , i n d i c a t e s t h a t i n j u s t t h e l a s t y ear 

22 c u r r e n t key c o s t e s t i m a t e s f o r some combined c y c l e 

23 t e c h n o l o g i e s have f a l l e n by 17 t o 30 p e r c e n t , even 

24 more i n r e a l terms, and i n s t a l l e d c o s t s are now 

2 5 q u o t e d as low as 318 t o 380 d o l l a r s per k i l o w a t t . 
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1 Now, HSS r e c e i v e d t h e r e b u t t a l t e s t i m o n y on, I 

2 b e l i e v e i t was December 2nd. On December 3 r d HSS 

3 sent a s e t o f i n t e r r o g a t o r i e s t o Duquesne a s k i n g f o r , 

4 among o t h e r t h i n g s , a l l work papers. Duquesne had 

5 responded t o t h a t i n t e r r o g a t o r y r e q u e s t on, I b e l i e v e 

6 i t was December 1 9 t h . 

7 MR. BERGER: I t ' s n ot December 1 9 t h . 

8 MR. WISEMAN: I'm s o r r y . December 1 2 t h . I n 

9 response t o t h a t i n t e r r o g a t o r y , Duquesne p r o v i d e d i n 

10 d i s k e t t e f o r m work papers f o r Mr. L a h t i n e n , 

11 Mr. Duckworth, and Mr. C l a y t o n . There was no 

12 r e f e r e n c e t o any work papers from Mr. S c h n i t z e r . 

13 Now, when I cross-examined Mr. S c h n i t z e r and 

14 he i d e n t i f i e d t h e Gas T u r b i n e World a r t i c l e as a work 

15 paper, I w i l l g r a n t you, I b e l i e v e Mr. Moot was n o t 

16 p r e v i o u s l y aware o f t h a t . He d i d n o t appear t o be. 

17 But Mr. S c h n i t z e r c l e a r l y s t a t e d on t h e r e c o r d t h a t 

18 i t was a work paper. 

19 Since we had an o u t s t a n d i n g data r e q u e s t t h a t 

20 had asked f o r t h a t , I b e l i e v e I was e n t i t l e d t o g e t 

21 t h a t p r i o r t o t h e t i m e t h a t Mr. S c h n i t z e r t o o k t h e 

22 w i t n e s s s t a n d . 

23 Had I r e c e i v e d t h a t document, I would have 

24 cross-examined him on i t because t h e document 

25 i n d i c a t e s v e r y c l e a r l y t h a t t he numbers t h a t a r e on 
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1 t h e a t t a c h e d t a b l e s a r e , i n f a c t , n ot i n s t a l l e d c o s t s 

2 as i s s e t f o r t h i n h i s t e s t i m o n y . 

3 I t h i n k t h i s i s a c r i t i c a l document t o t h i s 

4 r e c o r d . I t impeaches Mr. S c h n i t z e r ' s t e s t i m o n y on a 

5 c r i t i c a l i s s u e , p r o b a b l y t h e most c r i t i c a l i s s u e i n 

6 t h i s case, which are t h e p r i c e f o r e c a s t s . 

7 I would l i k e t o have t h e a r t i c l e I ' v e now 

8 r e c e i v e d i t . I r e c e i v e d i t y e s t e r d a y f r o m Duquesne. 

9 I would l i k e t o have i t marked f o r i d e n t i f i c a t i o n as 

10 t h e n e x t e x h i b i t i n o r d e r and would move i t i n t o 

11 e v i d e n c e . 

12 MR. MOOT: May I j u s t have a moment b e f o r e I 

13 respond, Your Honor? 

14 JUDGE CORBETT: Yes. 

15 (Pause) 

16 MR. MOOT: T h i s i s what t h e t r a n s c r i p t says --

17 JUDGE CORBETT: Can you j u s t r e f e r me t o a 

18 page? 

19 MR. MOOT: Yes. I t ' s Page 438. I can re a d i t 

20 i n t o t h e r e c o r d . I t ' s j u s t one sentence, Your Honor. 

21 JUDGE CORBETT: A l l r i g h t . 

22 MR. MOOT: And I can hand you my copy i f you 

2 3 would 1 i k e t o r e v i e w t h e c o r r e s p o n d i n g m a t e r i a l . 

24 W i t h r e g a r d t o what Mr. S c h n i t z e r s a i d , w hich 

25 I t h i n k i n t h e c o n t e x t of what Mr. Wiseman i s d o i n g 
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1 i s a minor p o i n t , he s a i d , "My r e c o l l e c t i o n i s t h a t 

2 1997 document may w e l l have been p r o v i d e d as a work 

3 paper t o my r e b u t t a l t e s t i m o n y . I c o u l d a l s o seek t o 

4 c o n f i r m t h a t . " 

5 I would n o t e t h a t what q u a l i f i e s as a work 

6 paper or n o t i s c e r t a i n l y n ot a d e f i n e d t e r m , and I 

7 would n o t e t h a t we asked Mr. Wiseman's w i t n e s s , 

8 Mr. W e i s e n m i l l e r , f o r a l l o f h i s work papers 

9 a s s o c i a t e d w i t h 150 pages o f t e s t i m o n y , and I'm n o t 

10 sure we r e c e i v e d a s i n g l e page. 

11 MR. WISEMAN: I ca n ' t respond t o t h a t a t t h e 

12 moment. I ' d be happy t o check i n t o i t . 

13 MR. MOOT: L e t ' s move more t o t h e p o i n t . 

14 What's happening here, Your Honor, i s Mr. Wiseman 

15 cross-examined Mr. S c h n i t z e r on a page o f numbers 

16 fr o m 1996, and i n c r o s s - e x a m i n a t i o n i t was r e v e a l e d 

17 t o Mr. Wiseman t h a t t h e numbers were l o w e r i n 1997. 

18 We do not o b j e c t t o t h e i n t r o d u c t i o n o f t h e 

19 c o r r e s p o n d i n g sheet o f numbers from 1997 . I don't 

20 have any problem w i t h t h a t . The w i t n e s s d i s c u s s e d 

21 i t . 

22 The probl e m we have i s t h a t Mr. "Wiseman 

23 doesn't l i k e those numbers and he would now l i k e t o 

24 go and i n t r o d u c e some n a r r a t i v e i n t o t h e r e c o r d t h a t 

25 i s a t t a c h e d t o those numbers, and t h e r e ' s two 
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1 problems w i t h t h a t . 

2 The f i r s t i s , t h i s i s n o t a company document. 

3 I t ' s a p u b l i c l y a v a i l a b l e p u b l i c a t i o n t h a t 

4 Mr. S c h n i t z e r g ot on h i s own, t e s t i f i e d t o i n 

5 r e b u t t a l ; t h a t Mr. F a l k e n b e r g g ot on h i s own, 

6 t e s t i f i e d t o i n s u r r e b u t t a l . For whatever reason, 

7 Mr. W e i s e n m i l l e r , t h e HSS w i t n e s s , chose not t o . 

8 So t h i s i s n o t a case where we've g o t an on-

9 t h e - r e c o r d d a t a r e q u e s t f o r a company document t h a t 

10 n o r m a l l y would come i n . T h i s i s m a t e r i a l i n t h e 

11 p u b l i c domain t h a t i f t h e y wanted t o g e t i t i n t h e r e 

12 was a pr o c e d u r e . 

13 The second problem i s , and as a d i r e c t r e s u l t , 

14 we are here a t t h e h e a r i n g p u t t i n g i n a document w i t h 

15 a l o t o f n a r r a t i v e about an i s s u e t h a t Mr. Wiseman 

16 contends i s t h e most i m p o r t a n t i s s u e i n t h e case, and 

17 t h e r e ' s n o t a s i n g l e w i t n e s s t h a t ' s g o i n g t o t e s t i f y 

18 t o t h a t . I t ' s j u s t g o i n g t o come i n , and Mr. Wiseman 

19 w i l l , a p p a r e n t l y , c i t e i t a l l t h e way t o t h e Supreme 

20 C o u r t . I know o f no e v i d e n t i a r y r u l e t o s u p p o r t 

21 t h a t . 

22 JUDGE CORBETT: Do you have a copy o f whatever 

23 i t i s t h a t you w i s h t o i n t r o d u c e , Mr. Wiseman, t h a t I 

24 may review? 

2 5 MR. WISEMAN: Yes . 
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1 MR. BERGER: Your Honor, I want t o i n d i c a t e 

2 consumer advocate's o f f i c e ' s s u p p o r t f o r 

3 Mr. Wiseman's m o t i o n t o p u t t h i s i n t o t h e r e c o r d . 

4 Mr. Wiseman a t t e m p t e d t o ask c r o s s - e x a m i n a t i o n 

5 q u e s t i o n s on t h i s , which was c l e a r l y r e l i e d upon by 

6 Mr. S c h n i t z e r d u r i n g h i s t e s t i m o n y . He had t h e 

7 document u n a v a i l a b l e t o him even though he r e l i e d on 

8 t h e document i n h i s t e s t i m o n y , so i t would have, been 

9 d i f f i c u l t f o r Mr. Wiseman t o cross-examine him on 

10 something t h a t he s h o u l d have had a v a i l a b l e a t t h e 

11 t i m e o f h i s c r o s s - e x a m i n a t i o n . 

12 MR. MOOT: I f I may respond t o Mr. Berger, h i s 

13 comments are n o t i c e a b l y vague about t h e use o f t h e 

14 word " t h i s . " " T h i s " i s t h e sheet o f paper w i t h 

15 numbers, and t h a t we have no o b j e c t i o n t o . 

16 What we have an o b j e c t i o n t o i s a l l t h e 

17 n a r r a t i v e t h a t Mr. Wiseman c l e a r l y b e l i e v e s 

18 r e h a b i l i t a t e s t h i s i s s u e f o r him, as t o wh i c h t h e r e 

19 was no c r o s s . 

20 MR. BERGER: Yes, t h e r e was cr o s s on t h a t . 

21 There was c r o s s on whether t h e numbers i n c l u d e d 

22 i n s t a l l e d c a p a c i t y c o s t s , I b e l i e v e 

23 MR. MOOT: Your Honor, t h a t --

2 4 MR. BERGER: - - and are a l l t h e c o s t s o f 

25 i n s t a l l a t i o n . 
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1 MR. MOOT: And he t e s t i f i e d t o h i s knowledge 

2 of t h a t . 

3 MR. BERGER: To h i s knowledge; b u t , 

4 a p p a r e n t l y , h i s knowledge was i n a c c u r a t e based upon 

5 t h i s document. 

6 MR. MOOT: Mr. Wiseman had ev e r y a b i l i t y t o do 

7 t h a t on s u r r e b u t t a l . That's why we had t h a t round o f 

8 t e s t i m o n y . 

9 MR. BERGER: Since he d i d n ' t have t h e document 

10 a v a i l a b l e t o him, t h e r e would have been no way f o r 

11 Mr. Wiseman t o det e r m i n e whether h i s s t a t e m e n t s 

12 r e g a r d i n g t h a t were a c c u r a t e . 

13 MR. MOOT: I ' l l make one f i n a l remark. Are 

14 you c o n t e n d i n g t h a t Mr. W e i s e n m i l l e r has u n a v a i l a b l e 

15 t o him t h e t h i n g s t h a t Mr. Fa l k e n b e r g does? 

16 MR. BERGER: Oh, no, I'm n o t t a l k i n g about 

17 Mr. W e i s e n m i l l e r . 

18 MR. MOOT: I see. 

19 MS. MELILLO: Your Honor, I ' d l i k e t o speak as 

20 w e l l . I f , i n f a c t , t h e w i t n e s s d i d r e f e r t o a 

21 p o r t i o n o f an a r t i c l e , i t ' s my u n d e r s t a n d i n g t h a t 

22 a n o t h e r p a r t y i s e n t i t l e d t o see t h e e n t i r e a r t i c l e 

23 and p u t t h e a r t i c l e i n . That i s my u n d e r s t a n d i n g . 

24 Whenever we have e x c e r p t s t a k e n out o f 

25 c o n t e x t , t h e r e can be m i s i n t e r p r e t a t i o n s . I t h i n k 

HOLBERT ASSOCIATES 
(717) 540-9669 



839 

1 t h e r e i s an e n t i t l e m e n t t o have t h e e n t i r e document 

2 come i n i f a p o r t i o n i s i n t h e r e c o r d and t h e r e are 

3 some numbers from t h a t document i n t h e r e c o r d . 

4 MR. MOOT: Kandace, you are a b s o l u t e l y r i g h t . 

5 And what happens i s , when a w i t n e s s shows up w i t h a 

6 document t h a t i s i n c o m p l e t e , t h e c r o s s - e x a m i n e r has 

7 e v e r y r i g h t t o d i s c u s s and p u t i n t h e r e s t o f t h e 

8 document. 

9 What happened here i s Mr. Wiseman showed up 

10 w i t h one sheet o f paper from 1996 and when t h e 

11 numbers weren't i n f a v o r a p p a r e n t l y had no i n t e r e s t 

12 i n t h e r e s t o f t h e document. When the numbers went 

13 t h e o t h e r way, he wants t o complete h i s own c r o s s . 

14 So I j u s t d i s a g r e e , and I won't say any more. 

15 MR. WISEMAN: Your Honor, I f e e l c o m p e l l e d t o 

16 address t h e s t a t e m e n t t h a t Mr. Moot j u s t made. There 

17 are a t l e a s t two s e r i o u s e r r o r s , f a c t u a l e r r o r s i n 

18 i t . 

19 Number One, the document t h a t a l r e a d y i s i n 

20 t h e r e c o r d was o b t a i n e d f r o m Duquesne i n d i s c o v e r y i n 

21 t h e f i r s t s e t of -- i n response t o our f i r s t s e t o f 

22 i n t e r r o g a t o r i e s . I t was p r o v i d e d t o me i n p r e c i s e l y 

23 t h e form I g o t . I o n l y r e c e i v e d one page from 

24 Duquesne. I d i d not r e c e i v e t h e r e m a i n i n g p o r t i o n o f 

2 5 t h e a r t i c l e . So, f r a n k l y , I d i d n ' t even know what 
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1 was i n th e r e m a i n i n g p o r t i o n o f t h e a r t i c l e . 

2 But t h a t b e i n g s a i d , I w i l l a l s o want t o 

3 c o r r e c t t h e st a t e m e n t t h a t we have a problem, HSS 

4 a p p a r e n t l y has a problem w i t h a l l t h e d a t a t h a t a re 

5 i n t h e 1997 Gas T u r b i n e World a r t i c l e . 

6 I would n o t e t h a t t h e r e are two t a b l e s o f d a t a 

7 i n t h a t a r t i c l e . On Table Number 1, wh i c h i s on Page 

8 24 o f t h e a r t i c l e , t h e r e are p r i c e s t h a t range i n 

9 d o l l a r s p e r k i l o w a t t from a h i g h o f $1,000 per 

10 k i l o w a t t t o j u s t e y e b a l l i n g i t , i t l o o k s l i k e t h e 

11 low number I see i s $612 per k i l o w a t t . 

12 And t h a t compares t o Mr. S c h n i t z e r ' s h i g h case 

13 o f a p p r o x i m a t e l y $400 p e r k i l o w a t t . I t would 

14 p r o b a b l y be a s l i g h t l y h i g h e r -- His $400 would be 

15 s l i g h t l y h i g h e r i n 1997 d o l l a r s . I t h i n k i t ' s around 

16 $424. 

17 On Page 2 th e p r i c e s i n d o l l a r s p e r k i l o w a t t 

18 range from a h i g h o f $1,200 per k i l o w a t t down t o $318 

19 per k i l o w a t t . 

20 JUDGE CORBETT: Do you mean Page 26? 

21 MR. WISEMAN: I'm s o r r y . I a p o l o g i z e . Page 

22 26 . 

23 JUDGE CORBETT: The second t a b l e . 

24 MR. WISEMAN: That's c o r r e c t . 

2 5 So t h a t when Mr. Moot says t h a t I've g o t a 
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1 problem, t h a t I don't l i k e these numbers, he's wrong. 

2 I do l i k e these numbers i n t h e 1997 r e p o r t . 

3 I t h i n k t h e numbers themselves, i n a d d i t i o n t o 

4 r e b u t t i n g -- I t h i n k t h i s a r t i c l e , i n a d d i t i o n t o 

5 r e b u t t i n g Mr. S c h n i t z e r o r impeaching Mr. S c h n i t z e r ' s 

6 t e s t i m o n y on the i s s u e o f i n s t a l l e d c o s t s v e r s u s 

7 s i m p l y c a p i t a l c o s t s , i f you w i l l , t h a t t h i s a r t i c l e 

8 a l s o impeaches h i s t e s t imony on t h e c o s t of combined 

9 c y c l e u n i t s on a per k i l o w a t t b a s i s . 

10 MR. MOOT: Your Honor, one b r i e f response, and 

11 I know we're a l l w e a r i n g o u t our welcome. 

12 Mr. Wiseman i s p r o v i n g my p o i n t . Mr. Wiseman 

13 i s p r o v i d i n g a f o u n d a t i o n , or a t t e m p t i n g t o , f o r t h e 

14 a d m i s s i o n o f a document. That's n o t what l a w y e r s do. 

15 That's what w i t n e s s e s do. That's what 

16 Mr. W e i s e n m i l l e r s h o u l d have done. That's what 

17 Mr. S c h n i t z e r d i d w i t h t h e page he was examined on. 

18 I would note i t ' s a f a c t u a l e r r o r t o suggest 

19 t h a t Mr. Wiseman asked f o r more m a t e r i a l t h a n he g o t . 

20 What he asked was o t h e r e s t i m a t e s , and he g o t them. 

21 He d i d n ' t ask f o r o t h e r n a r r a t i v e s and d i d n ' t g e t 

22 t h o s e . 

23 MR. WISEMAN: I would say one l a s t remark, and 

24 I w i l l end w i t h t h a t . We had a r e q u e s t f o r work 

2 5 papers. Mr. S c h n i t z e r s a i d he -- he c l e a r l y s a i d he 
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1 r e l i e d on t h i s doeument. You o n l y need t o l o o k a t 

2 t h i s t e s t i m o n y t o see t h a t he r e l i e d upon i t . And I 

3 t h i n k I have t h e r i g h t t o get i t i n d i s c o v e r y p r i o r 

4 t o t h e commencement of t h e h e a r i n g s i n t h i s case. 

5 JUDGE CORBETT: A l l r i g h t . I n o t e t h a t t h e 

6 proposed e x h i b i t t h a t was s u p p l i e d t o me does n o t , 

7 a p p a r e n t l y , c o n t a i n t he f u l l a r t i c l e . 

8 MR. WISEMAN: Your Honor, N o r t h b r i d g e has 

9 r e p r e s e n t e d t o me And t h e y ' v e , a l s o , i n f a c t , 

10 t h i s morning handed me a document t h a t I c o u l d t a k e a 

11 l o o k a t . 

12 JUDGE CORBETT: I'm s o r r y . Who i s 

13 N o r t h b r i d g e . 

14 MR. WISEMAN: N o r t h b r i d g e i s Mr. S c h n i t z e r ' s 

15 company. 

16 JUDGE CORBETT: Okay. 

17 MR. WISEMAN: And r e p r e s e n t a t i v e s o f 

18 N o r t h b r i d g e handed me t h e complete a r t i c l e t h i s 

19 morning. They've r e p r e s e n t e d t o me t h a t t h e pages 

2 0 t h a t are mi ss i n g were a d v e r t isement s. I have n o t 

21 r e v i e w e d t h e document. I have no reason t o 

2 2 d i s b e l i e v e them. I w i l l r e v i e w t h e document i f 

23 t h a t ' s necessary. I do have i t r i g h t h e r e . But i t ' s 

24 my u n d e r s t a n d i n g t h a t t h e m i s s i n g pages are 

25 a d v e r t i s e m e n t s . 
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1 JUDGE CORBETT: Okay. So, e x c l u d i n g t h e 

2 a d v e r t i s e m e n t s , what I'm l o o k i n g a t i n f r o n t o f me 

3 would be t h e e n t i r e a r t i c l e ? 

4 MR. WISEMAN: That i s my u n d e r s t a n d i n g , and I 

5 b e l i e v e t h a t i f t h e r e ' s any q u e s t i o n one o f t h e 

6 r e p r e s e n t a t i v e s o f N o r t h b r i d g e c o u l d c o n f i r m t h a t . 

7 MR. MOOT: That i s i n c o r r e c t . The document i s 

8 260 pages. We gave Mr. Wiseman t h e e x c e r p t s t h a t he 

9 i n d i c a t e d he would l i k e t o see. 

10 MR. WISEMAN: Your Honor, Mr. Moot's comment 

11 i s n o t c o m p l e t e l y a c c u r a t e . E v e r y t h i n g e l s e -- I t 

12 i s t r u e t h a t t h e e n t i r e handbook i s 2 6 0 pages. The 

13 o n l y p o r t i o n o f t h e handbook t h a t r e l a t e s t o t h e 

14 combined c o s t of combined c y c l e u n i t s , w hich i s t h e 

15 m a t t e r t h a t i s d i s c u s s e d , are t h e s i x pages t h a t I 've 

16 p r e s e n t e d t o you t h i s morning, Your Honor. 

17 MR. MOOT: I'm j u s t t r y i n g t o be a c c u r a t e . 

18 MR. WISEMAN: I r e a l l y do n o t b e l i e v e t h a t we 

19 need t o p u t 260 pages o f ex t r a n e o u s m a t e r i a l s i n t o 

20 t h e r e c o r d . 

21 JUDGE CORBETT: Okay. The o b j e c t i o n i s 

22 o v e r r u l e d . T h i s document w i l l be marked and 

23 i d e n t i f i e d as HSS Cros s - E x a m i n a t i o n E x h i b i t 10. 

24 Mr. Wiseman, y o u ' l l s u p p l y two c o p i e s t o t h e 

25 c o u r t r e p o r t e r and one t o every o t h e r p a r t y i n t h e 
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1 room. 

2 MR. WISEMAN: Yes, I w i l l . Your Honor. Thank 

3 you v e r y much. 

4 JUDGE CORBETT: You're welcome. 

5 (HSS Cross-Examination E x h i b i t 10 was marked 
and admitted into evidence-) 

6 

7 MR. MOOT: Your Honor, I b e l i e v e i t ' s f a i r and 

8 a c c u r a t e under t h e law and t h e p r a c t i c e i n t h i s case, 

9 g i v e n t h a t t h i s has now been moved i n t o e v i d e n c e as a 

10 c r o s s - e x a m i n a t i o n e x h i b i t , t h a t I have a r i g h t t o 

11 conduct r e d i r e c t w i t h Mr. S c h n i t z e r , and I propose t o 

12 do t h a t t h e morning o f January 5 t h . 

13 JUDGE CORBETT: A l l r i g h t . H e a r i n g no 

14 o b j e c t i o n -- I'm s o r r y . 

15 MR. BERGER: I t h i n k i f you have t h e r i g h t t o 

16 conduct r e d i r e c t t h e r e ' s a r i g h t t o conduct 

17 c r o s s - e x a m i n a t i o n on t h i s e x h i b i t . 

18 O b v i o u s l y , he d i d not have i t a t t h e t i m e . 

19 There was no o p p o r t u n i t y t o conduct c r o s s - e x a m i n a t i o n 

20 on t h i s p a r t i c u l a r e x h i b i t . I t h i n k t h a t s h o u l d be 

21 p a r t o f t h e r e q u i r e m e n t i f Mr. Moot p l a n s t o b r i n g 

22 him back f o r t h e h e a r i n g on January 5 t h . 

23 JUDGE CORBETT: I t h i n k t h a t i f t h e w i t n e s s i s 

2 4 b r o u g h t back f o r r e d i r e c t s o l e l y on t h i s i s s u e 

25 c o n c e r n i n g t h i s e x h i b i t t h a t t h e p a r t i e s would have 
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2 1 

22 

23 

24 

25 

t h e r i g h t t o r e c r o s s , l i m i t e d t o t h a t a r e a. 

MR. WISEMAN: Your Honor, i f I m i g h t , I would 

a n t i c i p a t e t h a t t h e r e d i r e c t w i l l be l i m i t e d s o l e l y 

t o t h i s document, t h a t t h e r e w i l l be no a t t e m p t t o 

i n t r o d u c e o t h e r documents by Duquesne. 

MR. MOOT: R e d i r e c t w i l l be c o n s i s t e n t w i t h 

t h e laws and t h e r u l e s o f t h i s Commission. 

MR. WISEMAN: As l o n g as t h e scope o f t h e 

r e d i r e c t i s l i m i t e d t o r e d i r e c t c o n c e r n i n g t h i s 

a r t i c l e , I don't have a problem w i t h t h a t . But I 

would hate t o see t h e r e d i r e c t go on and I t h i n k i t 

would be improper f o r t h e r e d i r e c t t o go i n t o o t h e r 

a r e a s . 

MR. MOOT: That we can address a t t h a t t i m e . 

JUDGE CORBETT: I'm not g o i n g t o make any type 

of r u l i n g upon -what may happen. I've s e t t h e 

parameters f o r t h e r e d i r e c t , and w e ' l l h a n d le t h o s e 

problems i f and when t h e y o c c u r . 

MR. WISEMAN: Thank you. Your Honor. 

JUDGE CORBETT: One moment, p l e a s e . 

(Pause) 

JUDGE CORBETT: Okay. Are t h e r e any o t h e r 

p r e l i m i n a r y m a t t e r s we want t o address t h i s morning? 

(No a u d i b l e response.) 

JUDGE CORBETT: H e a r i n g none, Mr. Moot, we'11 
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t u r n t o you. 

MR. MOOT: Thank you, Your Honor. We'11 t u r n 

t o more s i m p l e t a s k s . The next w i t n e s s i s Fred. 

A l l i s o n . 

FRED R. ALLISON, c a l l e d as a wi t n e s s , being 

duly sworn, t e s t i f i e d as follows: 

JUDGE CORBETT: And would you b e g i n by g i v i n g 

t h e c o u r t r e p o r t e r your f u l l name, p l e a s e . 

THE WITNESS: Fred R. A l l i s o n . 

JUDGE CORBETT: Mr. Moot. 

DIRECT EXAMINATION 

BY MR. MOOT: 

Q Good morning, Mr. A l l i s o n . 

A Good morning. 

Q D id you f i l e d i r e c t and r e b u t t a l t e s t i m o n y 

i n t h i s case? 

A Yes, I d i d . 

Q Do you have any c o r r e c t i o n s t o t h a t 

t e s t imony? 

A No, I do n o t . 

Q I s t h a t t e s t i m o n y t r u e and a c c u r a t e t o t h e 

bes t o f your knowledge, i n f o r m a t i o n , and b e l i e f ? 

A Yes, i t i s . 

MR. MOOT: At t h i s t i m e I would hand t o t h e 

c o u r t r e p o r t e r two c o p i e s o f Statements Number 8 and 
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1 .8-R and accompanying e x h i b i t s , and I would move them 

2 i n t o e vidence s u b j e c t t o a p p r o p r i a t e m o t i o n . 

3 JUDGE CORBETT: They w i l l be so a d m i t t e d . 

4 (Duquesne Statement Numbers 8 and 8-R were 
marked and admitted into evidence.) 

5 

6 MR. MOOT: The w i t n e s s i s a v a i l a b l e f o r 

7 c r o s s - e x a m i n a t i o n . 

8 JUDGE CORBETT: Okay. Ms. M e l i l l o , I t a k e i t , 

9 a c c o r d i n g t o the schedule, you have no c r o s s f o r t h i s 

10 w i t n e s s . 

11 MS. MELILLO: That's c o r r e c t , Your Honor. 

12 JUDGE CORBETT: Mr. Berger. 

13 MS. SIFONTES: A c t u a l l y , Your Honor, I ' l l be 

14 conduct i n g t h e c r o s s-examinat i o n . 

15 JUDGE CORBETT: A l l r i g h t . Ms. S i f o n t e s . 

16 CROSS-EXAMINATION 

17 BY MS. SIFONTES: 

18 Q Good morning, Mr. A l l i s o n . My name i s 

19 M a r i s a S i f o n t e s . I'm w i t h t h e O f f i c e o f Consumer 

20 Advocate, and I have j u s t a few q u e s t i o n s f o r you. 

21 F i r s t o f a l l , we asked you some 

22 i n t e r r o g a t o r i e s about t h e i s s u e o f t e r m i n a t i o n , and 

2 3 you responded t o them. I n t h e i n t e r e s t o f t i m e , I 

2 4 would j u s t l i k e t o p r o v i d e those t o you and ask you a 

25 few q u e s t i o n s on them. 
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1 MS. SIFONTES: Your Honor, a t t h i s t i m e I'm 

2 p r o v i d i n g two c o p i e s t o t h e c o u r t r e p o r t e r and one 

3 copy t o Your Honor and c o p i e s t o t h e w i t n e s s and a l l 

4 t h e p a r t i e s o f Duquesne's responses t o OCA 

5 i n t e r r o g a t o r i e s , Set 2, Numbers 32 and 3 1 . 

6 JUDGE CORBETT: A l l r i g h t . Do you w i s h 

7 MS. SIFONTES: May t h i s be marked. Your Honor? 

8 JUDGE CORBETT: Are these two s e p a r a t e 

9 documents? 

10 MS. SIFONTES: They are two s e p a r a t e 

11 i n t e r r o g a t o r y responses, yes. 

12 JUDGE CORBETT: You w i s h t o have them marked 

13 s e p a r a t e l y . W e ' l l have them marked as OCA 

14 C r o s s - E x a m i n a t i o n E x h i b i t 1 - - I'm s o r r y . E x h i b i t 2. 

15 That would be --

16 MS. SIFONTES: Qu e s t i o n Number 31 would be 

17 Number 2, and Q u e s t i o n Number 32 would be Number 3. 

18 JUDGE CORBETT: That's c o r r e c t . 

19 MS. SIFONTES: Thank you, Your Honor. 

20 JUDGE CORBETT: Yes. 

21 (OCA Cross-Examination E x h i b i t Numbers 2 and 3 
were marked and admitted into evidence.) 

22 

23 BY MS. SIFONTES: 

2 4 Q Mr. A l l i s o n , have you had a chance t o 

25 r e v i e w them? 
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1 A I have, yes. 

2 Q F i r s t o f a l l , I t a k e i t i t ' s your p o s i t i o n 

3 t h a t you do not i n t e n d t o r e q u i r e customers t o 

4 s a t i s f y past-due balances t o a s u p p l i e r b e f o r e 

5 r e c e i v i n g g e n e r a t i o n s e r v i c e s . I s t h a t c o r r e c t ? 

6 A Yes. That's c o r r e c t . 

7 Q Okay. Thank you. And i s i t t h e company's 

8 p o s i t i o n t h a t any c o n t r a c t t o c o l l e c t u n p a i d s u p p l i e r 

9 charges w i l l n ot i n c l u d e t h e use o f t h r e a t o f 

10 t e r m i n a t i o n f o r those charges? 

11 A I'm s o r r y . Could you r e p e a t t h a t , p l e a s e . 

12 Q I s i t t h e company's p o s i t i o n t h a t any 

13 c o n t r a c t t o c o l l e c t u n p a i d s u p p l i e r charges w i l l n o t 

14 i n c l u d e t h e use o f t h e t h r e a t o f t e r m i n a t i o n f o r 

15 thos e charges ? 

16 A I t w i l l n o t . 

17 Q Thank you v e r y much. One more q u e s t i o n . 

18 W i t h r e g a r d t o r e s i d e n t i a l customers, do you agree 

19 t h a t t h e Commission's i n t e r i m r e q u i r e m e n t s and 

20 November 6 d r a f t r u l e r e q u i r e Duquesne t o c a l c u l a t e a 

21 c e n t - p e r - k i l o w a t t - h o u r d i s c l o s u r e f o r s u p p l i e r 

22 charges? 

23 A Yes, i t d i d . 

24 MS. SIFONTES: Thank you. N o t h i n g f u r t h e r . 

25 Your Honor, may those p l e a s e be moved? 
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1 JUDGE CORBETT: A l l r i g h t . H e a r i n g no 

2 o b j e c t i o n , t h e y w i l l be so a d m i t t e d . 

3 (OCA Cross-Examination E x h i b i t Numbers 2 and 3 
were marked and admitted into evidence.) 

4 

5 JUDGE CORBETT: One moment, p l e a s e . 

6 (Pause) 

7 JUDGE CORBETT: A l l r i g h t . Ms. Jones, 

8 a c c o r d i n g t o t h e schedule, t h e OSBA has no c r o s s f o r 

9 t h i s w i t n e s s . 

10 MS. JONES: That's c o r r e c t . Your Honor. 

11 JUDGE CORBETT: Mr. Akers, I t a k e i t t h e C i t y 

12 has Do you have c r o s s f o r t h i s w i t n e s s ? 

13 MR. AKERS: The C i t y has no c r o s s f o r t h i s 

14 w i t n e s s , Your Honor. 

15 JUDGE CORBETT: A l l r i g h t . Ms. Polacek. 

16 MS. POLACEK: We have no c r o s s f o r t h i s 

17 w i t n e s s . 

18 JUDGE CORBETT: Mr. Wiseman. 

19 .MR. WISEMAN: We have no c r o s s , Your Honor. 

20 JUDGE CORBETT: Mr. Z i e l o n i s , a c c o r d i n g t o t h e 

21 s c h e d u l e , you have no c r o s s . 

22 MR. ZIELONIS: That's c o r r e c t . 

23 JUDGE CORBETT: Mr. Barak. 

24 (No a u d i b l e response.) 

25 JUDGE CORBETT: Mr. Barak i s not i n t h e room 
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1 a t t h e p r e s e n t t i m e . 

2 Mr. S t e w a r t . 

3 MR. STEWART: Yes, Your Honor, j u s t a few 

4 q u e s t i o n s . 

5 JUDGE CORBETT: A l l r i g h t . 

6 CROSS-EXAMINATION 

7 BY MR. STEWART: 

8 Q Good morning, Mr. A l l i s o n . 

9 A Good morning. 

10 Q My name i s Todd S t e w a r t , and I ' l l be 

11 e x a m i n i n g you on b e h a l f o f M i d - A t l a n t i c Power Supply 

12 A s s o c i a t i o n . 

13 W i l l you t u r n t o Page 3 o f your r e b u t t a l 

14 t e s t imony, p l e a s e . P a r t i c u l a r l y , I would l i k e f o r 

15 you t o l o o k a t t h e stat e m e n t which b e g i n s on L i n e 10. 

16 Could you t e l l me p a r t i c u l a r l y what c i r c u m s t a n c e s 

17 Duquesne b e l i e v e s would t r i g g e r i t s d e s i r e o r i t s 

18 b e l i e f t h a t i t would be a p p r o p r i a t e t o unbundle 

19 revenue c y c l e s e r v i c e s ? 

20 A Yes. Our p o s i t i o n i s t h a t t h e u n b u n d l i n g 

21 o f revenue c y c l e s e r v i c e s s h o u l d be addressed i n a 

22 g e n e r i c p r o c e e d i n g . The Commission has e s t a b l i s h e d 

23 such a process t h r o u g h t h e w o r k i n g groups. I t ' s our 

24 p o s i t i o n t h a t t h e w o r k i n g groups s h o u l d address those 

25 i s s u e s a l o n g t h e t i m e l i n e s t h a t t h e y ' v e i d e n t i f i e d . 
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1 At t h e c o n c l u s i o n o f t h e v a r i o u s t i m e l i n e s f o r each 

2 w o r k i n g group, I'm sure t h e r e w i l l be a t t h a t p o i n t 

3 recommendations made as t o t h a t i s s u e . 

4 Q On Page 5 of your r e b u t t a l t e s t i m o n y a t , 

5 p a r t i c u l a r l y , L i n e s 8 t h r o u g h 10, you s t a t e t h a t t h e 

6 r e s t r u c t u r i n g l e g i s l a t i o n does n o t r e q u i r e t h e 

7 Commission t o unbundle revenue c y c l e s e r v i c e s . I s 

8 t h a t n o t t r u e ? 

9 A Yes. I t ' s n ot t r u e t h a t t h e r e s t r u c t u r i n g 

10 l e g i s l a t i o n r e q u i r e s t h e u n b u n d l i n g o f revenue c y c l e 

11 s e r v i c e s . 

12 Q I'm not t r y i n g t o t r i c k you. I s h o u l d n ' t 

13 have p u t " n o t " i n t h e r e . S o r r y . I a p o l o g i z e f o r 

14 t h a t - Thank you f o r t h e c o r r e c t i o n . 

15 I s i t your u n d e r s t a n d i n g , however, t h a t t h e 

16 a c t does p r o v i d e t h e Commission a u t h o r i t y t o unbundle 

17 s e r v i c e s i f i t chooses t o do so? 

18 A Yes. 

19 Q And on Page - - On t h e same page o f y o u r 

20 r e b u t t a l a t L i n e 13, i s i t your c o n t e n t i o n t h a t 

21 s u p p l i e r s , c o m p e t i t i v e s u p p l i e r s are unable t o 

22 p r o v i d e revenue c y c l e s e r v i c e s a t t h e same l e v e l o f 

23 q u a l i t y t h a t Duquesne c u r r e n t l y p r o v i d e s ? 

24 A No. That's n o t c o r r e c t . My c o n t e n t i o n i s 

25 t h a t t h e r e are numerous i s s u e s t h a t need t o be 
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1 r e s o l v e d be f o r e we unbundle thos e revenue e y e l e 

2 s e r v i c e s , i s s u e s t h a t r e l a t e t o r e l i a b i l i t y , s a f e t y , 

3 customer p r o t e c t i o n s , and i n t e g r i t y o f t h e v a r i o u s 

4 systems, t h a t t h o s e must be addressed and r e s o l v e d 

5 b e f o r e u n b u n d l i n g s h o u l d proceed. 

6 MR. STEWART: Thank you, Mr. A l l i s o n . I have 

7 n o t h i n g f u r t h e r . 

8 JUDGE CORBETT: Mr. C l e a r f i e l d . 

9 MR. CLEARFIELD: Yes, Your Honor. 

10 CROS S-EXAMINATION 

11 BY MR. CLEARFIELD: 

12 Q Good morning, Mr. A l l i s o n . 

13 A Good morning. 

14 Q I'm Dan C l e a r f i e l d , and I'm g o i n g t o ask 

15 you some quest i o n s on b e h a l f of ENRON t h i s m orning. 

16 W i t h r e s p e c t t o m e t e r i n g , do I u n d e r s t a n d t h e 

17 company's p o s i t i o n a t t h i s t i m e t h a t i t s u p p o r t s t h e 

18 p o l i c y d e t e r m i n a t i o n s t h a t are s e t f o r t h , i f you 

19 w i l l , i n t h e proposed r u l e m a k i n g w i t h r e s p e c t t o 

20 r e v i s i o n o f m e t e r i n g s e r v i c e s t h a t was i s s u e d by t h e 

21 Commission and i s r e f e r r e d t o i n yo u r r e b u t t a l 

22 t e s t i m o n y on Page 3 s t a r t i n g on L i n e 5? 

23 A That's c o r r e c t . 

24 Q Mr. A l l i s o n , I want t o ask you some 

2 5 q u e s t i o n s t h i s morning about t h e company's m e t e r i n g 
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1 p l a n , i f you w i l l , and i t s p r e s e n t m e t e r i n g p r o c e s s 

2 and a t t e m p t t o de t e r m i n e t h e e x t e n t t o wh i c h t h a t 

3 p l a n and process comports w i t h t h e proposed 

4 r u l e m a k i n g . Can we proceed on t h a t b a s i s ? 

5 A Yes. 

6 Q Do you have a copy o f t h e proposed 

7 r u l e m a k i n g w i t h you? 

8 A I do, yes. 

9 Q Good. That w i l l be h e l p f u l . 

10 Now, t h e company's m e t e r i n g p r o c e s s f o r t h e 

11 p r o v i s i o n o f meters and meter r e a d i n g i s g o i n g t o be 

12 p r o v i d e d and i s p r e s e n t l y b e i n g p r o v i d e d t h r o u g h i t s 

13 CARS system; i s t h a t r i g h t , C-A-R-S? 

14 A The CARS p r o j e c t i s i n p r o g r e s s a t t h i s 

15 p o i n t i n t i m e . I t ' s s i g n i f i c a n t l y complete a t t h i s 

16 p o i n t . So t h e answer would be yes. 

17 Q Now, do I u n d e r s t a n d c o r r e c t l y t h a t t h e 

18 CARS p r o j e c t -- I s t h a t t h e -- W e l l , I ' l l j u s t c a l l 

19 i t t h e CARS p r o j e c t , i n essence has r e s u l t e d i n a 

2 0 t h i r d p a r t y , I t r o n , i n s t a l l i n g , o p e r a t i n g , and 

21 m a i n t a i n i n g meters and p r o v i d i n g meter r e a d i n g 

22 s e r v i c e s f o r Duquesne? 

23 A Yes. 

2 4 Q And c o u l d you r e v i e w -- Could you l o o k a t 

2 5 t h e proposed r u l e m a k i n g f o r a moment, Mr. A l l i s o n . 
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1 The proposed r u l e m a k i n g , s p e c i f i c a l l y S e c t i o n 57.254 

2 - - Do you have t h a t ? 

3 A Yes. 

4 MR. CLEARFIELD: J u s t f o r ease o f r e f e r e n c e i n 

5 t h e r e c o r d . Your Honor, I ' l l j u s t r e a d t h i s s e c t i o n , 

6 S e c t i o n A. 

7 BY MR. CLEARFIELD: 

8 Q I t says, A q u a l i f i e d advanced meter s h a l l 

9 be owned and o p e r a t e d by t h e EDC as p a r t o f i t s 

10 r e g u l a t e d l o c a l d i s t r i b u t i o n f u n c t i o n . I s t h a t 

11 c o r r e c t ? Do you see t h a t ? 

12 A I do, yes. 

13 Q Now, f i r s t , are the meters t h a t are g o i n g 

14 t o be p r o v i d e d o r are b e i n g p r o v i d e d by I t r o n 

15 q u a l i f i e d advanced meters as f a r as Duquesne i s 

16 concerned, as the term i s used i n t h i s proposed r u l e ? 

17 A The process f o r q u a l i f y i n g t h o s e meters i s 

18 not as y e t been d e t e r m i n e d . The proposed r u l e m a k i n g 

19 i n d i c a t e s t h a t a m e t e r i n g committee under t h e 

20 a u s p i c e s o f t h e Commission would d e t e r m i n e what t h a t 

21 q u a l i f i c a t i o n p rocess i s . I t c l e a r l y i s our i n t e n t 

22 t o q u a l i f y those meters c o n s i s t e n t w i t h t h a t p r o c e s s . 

23 Q G e n e r a l l y , t h e r u l e r e f e r e n c e s an advanced 

2 4 meter as one which p e r m i t s remote meter r e a d i n g . 

25 Would t h a t be r i g h t , as one o f t h e c r i t e r i a ? 
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1 A There are s p e c i f i c c r i t e r i a . I r e f e r you 

2 t o 57.253, S e c t i o n B, i n which t h e Commission 

3 d e s c r i b e s t h e c r i t e r i a f o r a q u a l i f i e d advanced 

4 meter. 

5 Q And i s one o f them - - I'm s o r r y . Were you 

6 f i n i s h e d w i t h your answer? 

7 A Yes. 

8 Q I s one o f them g e n e r a l l y the a b i l i t y t o 

9 p r o v i d e a remote meter r e a d i n g ? 

10 A Yes. 

11 Q The meters t h a t are b e i n g p r o v i d e d by 

12 I t r o n , i n f a c t , a l l o w t h a t o r have t h a t c a p a b i l i t y ; 

13 i s t h a t c o r r e c t ? 

14 A Yes. I t ' s a r a d i o -- Yes. My answer 

15 would be i t ' s a r a d i o - b a s e d system. Yes. 

16 Q Now, t h e meters are g o i n g t o be owned and 

17 o p e r a t e d by Duquesne? 

18 A The meters w i l l n o t be owned and o p e r a t e d 

19 by Duquesne. 

20 Q How does Duquesne propose t o --

21 A Let me f i n i s h . 

22 Q Go ahead. 

23 A Not a l l o f t h e meters would be owned and 

2 4 o p e r a t e d by Duquesne. Those meters t h a t were 

2 5 r e p l a c e d w i l l be owned and o p e r a t e d by I t r o n . 
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1 Q I s t h a t g o i n g t o be a s u b s t a n t i a l b u l k o f 

2 t h e meters under t h e program? 

3 A Yes. 

4 Q Would t h a t be t h e m a j o r i t y o f t h e meters 

5 used t o p r o v i d e s e r v i c e t o r e s i d e n t i a l and commercial 

6 customers? 

7 A Yes. 

8 Q W i l 1 Duquesne be a b l e t o comply w i t h t h i s 

9 p r o v i s i o n o f t h e proposed r u l e i f i t becomes t h e 

10 f i n a l r u l e ? 

11 A I'm confused. What p r o v i s i o n a re you 

12 r e f e r r i n g t o , s i r ? 

13 Q I'm s o r r y . The proposed r u l e says t h a t t h e 

14 q u a l i f i e d advanced meters s h o u l d be owned and 

15 o p e r a t e d by t h e EDC. Do you see t h a t ? The EDC i s 

16 Duquesne i n t h i s case, i s n ' t i t ? 

17 A I t i s , yes. 

18 Q You s a i d t h a t t h e meters are g o i n g t o be 

19 owned and o p e r a t e d by I t r o n . I s n ' t t h a t r i g h t ? 

20 A Some o f them w i l l , yes. 

21 Q W e l l 

22 A I t h i n k t h e q u a l i f i c a t i o n o f t h e advanced 

23 m e t e r i n g network w i l l address t h a t i s s u e . The 

24 proc e s s f o r q u a l i f y i n g n ot j u s t t h e meters but 

25 q u a l i f y i n g t h e I t r o n CARS system as an advanced 
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1 m e t e r i n g network w i l l address t h e i s s u e o f t h e 

2 ownership o f those meters. 

3 Q How w i l l t h e q u a l i f i c a t i o n o f t h e advanced 

4 m e t e r i n g network address t h a t i s s u e ? 

5 A The network i t s e l f i s something d i f f e r e n t 

6 t h a n a d i s c r e t e meter. 

7 Q I u n d e r s t a n d , Mr. A l l i s o n . I'm j u s t t r y i n g 

8 t o u n d e r s t a n d . I t r o n i s n o t p a r t o f Duquesne. I s i t 

9 an a f f i l i a t e o f Duquesne? 

10 A I t i s n o t . 

11 Q I t ' s a s e p a r a t e e n t i t y ? 

12 A I t i s , yes. 

13 Q I t ' s g o i n g t o own and o p e r a t e some o f t h e 

14 meters t h a t are g o i n g t o be used t o p r o v i d e s e r v i c e 

15 t o Duquesne customers; i s t h a t r i g h t ? 

16 A Yes. 

17 Q What pe r c e n t a g e of t h e meters? 

18 A I would say a p p r o x i m a t e l y 50 p e r c e n t . 

19 Q Now, w i t h r e s p e c t t o those meters, a l l 

20 o t h e r t h i n g s b e i n g e q u a l , w i l l Duquesne be c o m p l y i n g 

21 w i t h t h i s sentence t h a t says t h a t q u a l i f i e d advanced 

22 meters s h o u l d be owned and o p e r a t e d by t h e EDC, t h e 

23 EDC b e i n g Duquesne i n t h i s case? 

24 MR. MOOT: I assume you're n o t a s k i n g f o r a 

25 l e g a l c o n c l u s i o n . 
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1 MR. CLEARFIELD: No. I'm j u s t t r y i n g t o 

2 u n d e r s t a n d --

3 MR. MOOT: F a i r enough. 

4 MR. CLEARFIELD: - - f a c t u a l l y whether i t would 

5 comply. 

6 A Complying w i t h t h i s s p e c i f i c language, no. 

7 BY MR. CLEARFIELD: 

8 Q. W i l l Duquesne be r e q u e s t i n g an exemption 

9 i f t h i s , i n f a c t , becomes the f i n a l r u l e ? 

10 A My p o s i t i o n would be t h a t we would seek 

11 whatever r e c o u r s e would be a p p r o p r i a t e t o q u a l i f y t h e 

12 system, t h a t t h e ownership o f t h e meters i s n o t a key 

13 f a c t o r i n terms o f the o p e r a t i o n and p r o p e r 

14 f u n c t i o n i n g o f t h e system. 

15 Q Do you b e l i e v e t h a t Duquesne customers 

16 would s t i l l be a b l e t o r e c e i v e s a f e and r e l i a b l e 

17 m e t e r i n g and meter r e a d i n g s e r v i c e s even though these 

18 meters w i l l n o t be owned d i r e c t l y by Duquesne? 

19 A Yes, because I b e l i e v e t h e c o n t r a c t w i t h 

20 I t r o n p r o v i d e s p r o t e c t i o n f o r our customers. 

21 Q What k i n d s of p r o t e c t i o n s does i t p r o v i d e ? 

2 2 A I'm not i n t i m a t e l y f a m i l i a r w i t h t h e 

23 c o n t r a c t , b u t I'm sure i t r e q u i r e s I t r o n t o p e r f o r m 

2 4 m e t e r i n g s e r v i c e s c o n s i s t e n t w i t h t h e n a t i o n a l 

25 s t a n d a r d s , t h e ANSI s t a n d a r d s , and good b u s i n e s s 
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1 p r a c t i c e s . 

2 Q I see. L e t ' s t u r n t o a n o t h e r a s p e c t o f t h e 

3 proposed r u l e . Under t h e proposed r u l e , customers 

4 and/or s u p p l i e r s I guess on b e h a l f o f customers have 

5 a r i g h t t o ask f o r a p a r t i c u l a r q u a l i f i e d advanced 

6 meter t o be i n s t a l l e d by t h e EDC. Are you f a m i l i a r 

7 w i t h t h a t p a r t o f t h e p r o p o s a l ? 

8 A W h i c h - -

9 Q I b e l i e v e i t ' s S e c t i o n 5 7 . 2 5 2 ( a ) . Do you 

10 see t h a t ? 

11 A Yes. I read i t . 

12 Q Now, under t h i s p l a n , as I u n d e r s t a n d 

13 i t - - a n d you t e l l me whether your u n d e r s t a n d i n g i s 

14 c o n s i s t e n t - - t h e q u a l i f i e d advanced meters would be 

15 purchased and i n s t a l l e d by t h e EDC, t h a t i s , 

16 Duquesne, a t the d i r e c t i o n o f a customer o r s u p p l i e r . 

17 I s t h a t r i g h t ? 

18 A Yes, I concur. 

19 Q W i t h r e s p e c t t o t h e p r e s e n t CARS system, 

20 w i l l t h e CARS system p e r m i t t he purchase and 

21 i n s t a l l a t i o n o f a q u a l i f i e d advanced meter d i f f e r e n t 

22 t h a n t h e meter t h a t ' s p r e s e n t l y i n s t a l l e d a t t h e 

23 d i r e c t i o n o f t h e customer o r s u p p l i e r c o n s i s t e n t w i t h 

24 t h i s language t h a t we were j u s t t a l k i n g about i n 

25 S e c t i o n 57.252? 

HOLBERT ASSOCIATES 
(717) 540-9669 



861 

1 A We expect i n t h e q u a l i f i c a t i o n p r o c e s s 

2 t h a t , a g a i n , a g e n e r i c q u a l i f i e d advanced meter, 

3 g i v e n t h e c r i t e r i a f o r t h e d e t e r m i n a t i o n of t h a t 

4 g e n e r i c q u a l i f i e d advanced meter, w i l l be c o m p a t i b l e 

5 w i t h our system. 

6 That's the key t o t h e p r o c e s s , t h e 

7 e s t a b l i s h m e n t of t h e m e t e r i n g committee, t h e 

8 d e t e r m i n a t i o n of the c r i t e r i a , and the o v e r a l l 

9 q u a l i f i c a t i o n of the I t r o n system. 

10 Q So l e t me see i f I u n d e r s t a n d your answer. 

11 Presuming t h a t t h e meters t h a t a re q u a l i f i e d under 

12 t h i s p r o c e s s as q u a l i f i e d advanced meters are 

13 c o m p a t i b l e w i t h t h e I t r o n system, t h e n t h e CARS - -

14 I'm s o r r y , t he CARS system, t h e n t h e meter would be 

15 a b l e t o be i n s t a l l e d and used i n p l a c e o f a meter 

16 t h a t i s p r e s e n t l y d e p l o y e d ; i s t h a t r i g h t ? 

17 A Yes. 

18 Q Now, t h e proposed r u l e a l s o s t a t e s t h a t 

19 s u p p l i e r s t h a t a re s e r v i n g a customer and, 

20 presumably, have d i r e c t e d t h a t a q u a l i f i e d advanced 

21 meter be i n s t a l l e d may p e r f o r m automated meter 

2 2 r e a d i n g a c t i v i t i e s , and t h a t ' s a t 5 7 . 2 5 4 ( b ) . Can you 

23 j u s t c o n f i r m t h a t you share i n my u n d e r s t a n d i n g ? 

24 A I c o n c u r , yes. 

25 Q Now, a g a i n , w i l l t h e CARS system p e r m i t 
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1 compliance w i t h t h a t s e c t i o n ? 

2 A We expect i t t o comply w i t h t h a t s e c t i o n . 

3 Q And w i l l t h e system be such t h a t s u p p l i e r s 

4 w i l l be a b l e t o o b t a i n d i r e c t and r e a l - t i m e access t o 

5 t h e d a t a f r o m t h e q u a l i f i e d advanced meter t h a t ' s 

6 been i n s t a l l e d a t t h e customer's o r the s u p p l i e r ' s 

7 d i r e c t i o n ? 

8 A I'm not c e r t a i n about r e a l - t i m e d i r e c t 

9 access. I b e l i e v e i t w i l l be s u p p o r t e d . 

10 Q W i l l i t be t h e same access t h a t I t r o n would 

11 r e c e i v e i f t h e meter was an I t r o n meter and t h e meter 

12 r e a d i n g s e r v i c e was b e i n g p r o v i d e d by I t r o n on b e h a l f 

13 o f Duquesne? 

14 A I t ' s our e x p e c t a t i o n t h a t -- Our g o a l i s 

15 t o a c h i e v e t h a t same access. 

16 Q You say i t ' s a g o a l . I s t h a t because --

17 Why i s t h a t n o t d e f i n i t e a t t h i s p o i n t ? 

18 A B e c a u s e / a s l e x p l a i n e d p r e v i o u s l y , t h e 

19 pr o c e s s f o r q u a l i f y i n g meters i s n o t y e t i n p l a c e . 

20 Q So t h e concern i s you're n o t sure what t y p e 

21 o f q u a l i f i e d advanced meter might be i n s t a l l e d and 

2 2 t h e k i n d o f meter r e a d i n g f u n c t i o n t h a t m i ght be 

23 a s s o c i a t e d w i t h t h a t ? I s t h a t t h e q u a l i f i c a t i o n t h a t 

2 4 y o u ' r e 

25 A Yes. U n t i l I know p r e c i s e l y what q u a l i f i e d 
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1 advanced meters are and we have a c a t a l o g o f them, I 

2 c a n ' t u n e q u i v o c a l l y say t h a t e v e r y q u a l i f i e d advanced 

3 meter would have t h a t i d e n t i c a l access. 

4 Q That's f a i r . But you expect -- You don't 

5 -- S t r i k e t h a t . 

6 Now, as a r e s u l t o f t h e i m p l e m e n t a t i o n o f t h e 

7 CARS system, w i l l Duquesne r e a l i z e c o s t s a v i n g s as a 

8 r e s u l t o f moving from a p h y s i c a l meter r e a d i n g t o a 

9 remote meter r e a d i n g system? 

10 A Yes, v e r y much so. 

11 Q And, i n f a c t , i n the att a c h m e n t t o y o u r 

12 r e b u t t a l t e s t i m o n y , t h e r e ' s a schedule t h a t appears 

13 t o s e t f o r t h some e s t i m a t e s o f t h o s e s a v i n g s ; i s t h a t 

14 r i g h t ? I was l o o k i n g a t Pages 48 t o 50 o f y o u r 

15 E x h i b i t FRA-7, and maybe you c o u l d j u s t c o n f i r m t h a t 

16 t h a t would be one p l a c e t h a t we would be a b l e t o see 

17 an i n d i c a t i o n o f s a v i n g s a s s o c i a t e d w i t h moving t o 

18 remote meter r e a d i n g . 

19 A Yes. That s e c t i o n addresses base 

2 0 o p e r a t i o n s , w hich r e l a t e t o meter r e a d i n g s e r v i c e s , 

21 yes. 

22 Q. 1 s t h i s t h e s e c t i o n t h a t a t t e m p t s t o 

23 q u a n t i f y t h e s a v i n g s t h a t Duquesne e x p e c t s t o a c h i e v e 

24 by s h i f t i n g from p h y s i c a l meter r e a d i n g t o remote 

2 5 meter r e a d i n g ? 
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1 A Yes, i t does. Yes. 

2 Q The o t h e r s a v i n g s t h a t are l i s t e d i n t h i s 

3 e x h i b i t - - i f t h i s i s t o o g e n e r a l a q u e s t i o n , j u s t t e l l 

4 me - - g e n e r a l l y r e l a t e t o o t h e r k i n d s o f s a v i n g s 

5 r e s u l t i n g from u t i l i z i n g these advanced meters? 

6 A I t h i n k t h a t ' s g e n e r a l l y a c o r r e c t 

7 s t a t e m e n t . 

8 Q I t appears on Page 4 8 t h a t o ver t h e 

9 p l a n n i n g p e r i o d t h a t ' s l i s t e d t h e r e t h a t Duquesne 

10 e x p e c t s t o --

11 MR. CLEARFIELD: One moment, Your Honor. O f f 

12 t h e r e c o r d . 

13 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

14 JUDGE CORBETT: We're back on. 

15 BY MR. CLEARFIELD: 

16 Q - - t o ach i e v e n e t b e n e f i t s o f some $58 

17 m i l 1 i o n . I s t h a t c o r r e c t ? 

18 A That's c o r r e c t . 

19 Q Now, today t h e c o s t o f r e a d i n g meters i s 

20 b e i n g charged t o customers t h r o u g h b u n d l e d r a t e s ? 

21 A Yes, i t i s . 

22 Q I f you know, w i l l t h e cost' o f r e a d i n g 

23 meters c o n t i n u e t o be charged t o customers i n t h e 

24 unbundled d i s t r i b u t i o n charge t h a t Duquesne e x p e c t s 

25 t o charge once r e s t r u c t u r i n g i s implemented? 

HOLBERT ASSOCIATES 
(717) 540-9669 



865 

1 A I b e l i e v e i t w i l l , yes. 

2 Q We'11 examine a n o t h e r p a r t o f t h e proposed 

3 r u l e . The proposed S e c t i o n 57.253 i n d i c a t e s t h a t t h e 

4 advanced meter and network--and I'm p a r a p h r a s i n g 

5 he r e , so t h e r e c o r d i s c l e a r - - s h o u l d possess open, 

6 n o n p r o p r i e t a r y communications c a p a b i l i t i e s w h i c h 

7 a l l o w b o t h t h e s u p p l i e r and EDC t o access i n f o r m a t i o n 

8 i n a s t a n d a r d data f o r m a t . And i t goes on. Do you 

9 see t h a t ? 

10 A Yes. I've r e a d t h a t s e c t i o n t h a t you've 

11 quoted, yes. 

12 Q W i l l t h e CARS system be a b l e t o comply w i t h 

13 t h a t s e c t i o n , i n y o u r o p i n i o n ? 

14 A I t i s our e x p e c t a t i o n t h a t i t w i l l . 

15 Q And on Page 9 o f your d i r e c t t e s t i m o n y - - ! 

16 don't know i f you n e c e s s a r i l y need t o t u r n t o 

17 t h i s --you d i s c u s s a concept c a l l e d a customer d a t a 

18 warehouse, which, as I u n d e r s t a n d i t , i s , i n essence, 

19 a database o f i n f o r m a t i o n t h a t would be accumulated 

20 t h r o u g h t h e CARS m e t e r i n g system. I s t h a t r i g h t ? 

21 A I t i s an a c c u m u l a t i o n o f data t h a t w ould 

22 i n c l u d e d a t a from t h e CARS system as w e l l as from 

23 o t h e r s o u r c e s . 

2 4 Q What o t h e r sources? 

2 5 A From t h e b i l l i n g system, p r i n c i p a l l y . I t 
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1 i s s e p a r a t e from t h e CARS system. 

2 Q W i l l t h a t customer d a t a warehouse and t h e 

3 d a t a - - a c t u a l l y , t h e d a t a , I suppose. T h i s i s s o r t 

4 o f a cyber warehouse; i s t h a t c o r r e c t ? 

5 A W e l l , i t ' s a c l i e n t s e r v e r - b a s e d 

6 a p p l i c a t i o n t h a t a l l o w s f o r t h e s t o r a g e o f v a r i o u s 

7 i t e m s o f d a t a and t h e i r e f f i c i e n t r e t r i e v a l and 

8 usage. 

9 Q When t h e r u l e t a l k s about open access, do 

10 you c o n t e m p l a t e t h a t o t h e r s u p p l i e r s w i l l have access 

11 t o t h e data t h a t w i 1 1 be c o n t a i n e d i n t h i s database? 

12 A That has been c o n t e m p l a t e d , yes, s u b j e c t t o 

13 s e c u r i t y , c o n f i d e n t i a l i t y , and, as I s a i d , e f f i c i e n t 

14 access methods. 

15 Q What was t h e l a s t one? 

16 A E f f i c i e n t access methods. 

17 Q T e l l me what you mean by t h a t . 

18 A S p e c i f i c a l l y , I mean t h e access method 

19 we've been c o n t e m p l a t i n g i s a g e n e r i c i n t e r n e t 

20 browser approach. 

21 Q And t h a t would a l l o w t h e s u p p l i e r s t o 

22 access t he d a t a t h r o u g h a browser t y p e f o r m a t ; i s 

23 t h a t c o r r e c t ? 

24 A C o n c e p t u a l l y , yes. Aga i n , t h a t i s n o t 

25 something t h a t i s i n p l a c e t o d a y . 
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1 Q Would t h a t be d i f f e r e n t o r t h e same as t h e 

2 access t h a t I t r o n would have t o t h a t data? 

3 A I t r o n would have t h e same - - A g a i n , i t ' s 

4 not i n p l a c e t o d a y . I t r o n would have t h e same access 

5 as any o t h e r t h i r d p a r t y . 

6 Q So i t would have i t o n l y v i a t h e i n t e r n e t 

7 browser method? 

8 A Not o n l y v i a t h e i n t e r n e t browser method. 

9 Q So i t would have t h a t method, b u t i t would 

10 a l s o have d i r e c t access t o t h e d a t a as w e l l ; i s t h a t 

11 r i g h t ? 

12 A Yes. That's r i g h t . I t r o n would have 

13 access t o t h e i n f o r m a t i o n from t h e CARS system. The 

14 customer d a t a warehouse i s s e p a r a t e from t h e CARS 

15 system. But we would make t h e customer d a t a 

16 warehouse, as I s a i d , u s i n g an a p p r o p r i a t e access 

17 method, a v a i l a b l e t o any t h i r d p a r t y on a non-

18 d i s c r i m i n a t o r y b a s i s . 

19 Q I s I t r o n under t h e c o n t r a c t p e r m i t t e d t o 

20 u t i l i z e t h e i n f o r m a t i o n t h a t i t accumulates t h r o u g h 

21 t h e CARS system, s u b j e c t t o customer c o n f i d e n t i a l i t y 

22 r u l e s , f o r o t h e r purposes o t h e r t h a n a c c u m u l a t i n g i t , 

23 p l a c i n g i t i n t h i s database? 

24 A I'm a c t u a l l y n ot s u f f i c i e n t l y f a m i l i a r w i t h 

2 5 t h e c o n t r a c t t o answer t h a t q u e s t i o n . 
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1 Q We'11 move on. Do you a n t i c i p a t e any fees 

2 a s s o c i a t e d w i t h a c c e s s i n g t h a t database by s u p p l i e r s ? 

3 A I t h i n k we would examine - - As I s a i d , 

4 i t ' s a concept t o d a y . We would examine, as we would 

5 w i t h any o f these s e r v i c e s we're p r o v i d i n g , t h e net 

6 i n c r e m e n t a l c o s t s o f d o i n g so and c o n s i d e r a s s e s s i n g 

7 a f e e i f i t were deemed t o be a p p r o p r i a t e t o do so. 

8 Q On Page -- W i l l those be t a r i f f -- I'm 

9 s o r r y . I'm g o i n g back t o your l a s t answer. W i l l 

10 thos e be t a r i f f e d f e e s , o r are you g o i n g t o propose 

11 t h a t those be t a r i f f e d fees? 

12 A We propose those t o be t a r i f f f e e s . 

13 Q Would t h a t t a r i f f be a v a i l a b l e b o t h - -

14 Would t h a t be a v a i l a b l e t o s u p p l i e r s , i . e . , 

15 w h o l e s a l e r s o r r e s e l l e r s , i f you w i l l , o f e l e c t r i c 

16 s e r v i c e , o r would i t be a v a i l a b l e t o end us e r 

17 customers as w e l l ? 

18 A I t would be a v a i l a b l e t o b o t h p a r t i e s . 

19 Q Have you made any d e t e r m i n a t i o n o r how f a r 

20 advanced a r e you i n c o n t e m p l a t i n g how those f e e s 

21 would be e s t a b l i s h e d , t h e b a s i s o f t h e f e e , c o s t p l u s 

22 

23 A We've not made any c o s t s t u d i e s a t t h i s 

24 p o i n t . As I s a i d , t h e access t o t h e d a t a a t t h i s 

25 p o i n t i n t i m e i s c o n c e p t u a l i n n a t u r e , p a r t i c u l a r l y 
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as i t p e r t a i n s t o t h e customer d a t a warehouse. I t ' s 

not something t h a t ' s i n p l a c e . When we're a b l e t o 

a c c u r a t e l y c o s t t h e pr o c e s s , t h e n we'11 have t h a t 

i n f o r m a t i o n . 

Q Would you t u r n t o FRA-7, Page 42, f o r a 

moment. Do you have t h a t ? 

A I do, yes. 

Q And does t h i s l i s t a s e r i e s o f s e r v i c e s , i f 

you w i l l , t h a t I t r o n and Duquesne b e l i e v e i t w i l l be 

a b l e t o p r o v i d e once i t s CARS system i s f u l l y 

implemented? 

A I t does, yes. These are s e r v i c e s t h a t 

c o u l d be p r o v i d e d . 

Q I s t h i s a l l - i n c l u s i v e , o r i s t h i s a p a r t i a l 

l i s t , o r how do you u n d e r s t a n d i t ? 

A I c o u l d n ' t say t h a t i t was a l l - i n c l u s i v e . 

Q And these would be s e r v i c e s t h a t would be 

a s s o c i a t e d w i t h t h e p r o v i s i o n o f t h e advanced meter 

and t h e y would be s o l d t o o r o f f e r e d t o t h e customer? 

A That's c o r r e c t . They would be o f f e r e d t o 

customers. 

Q And the next page, Page 43, p r o v i d e s a 

s l i g h t l y more d e t a i l e d d e s c r i p t i o n o f t h e s e r v i c e s , 

power outage n o t i f i c a t i o n , f o r example. Does I t r o n 

b e l i e v e t h e r e w i l l be a market f o r these s e r v i c e s ? 
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1 A Yes. I t h i n k i t ' s c l e a r t h a t we b e l i e v e 

2 t h e r e w i l l be a market f o r each o f the s e r v i c e s . 

3 Q And, i n f a c t , t h e r e ' s a f i n a l column t h e r e , 

4 vender access f e e s . Do I u n d e r s t a n d t h a t t o i n d i c a t e 

5 t h a t t h a t i s the fees t h a t Duquesne would r e a l i z e 

6 from revenues t h a t I t r o n may be a b l e t o produce i n 

7 a d d i t i o n t o these s e r v i c e s by m a r k e t i n g o t h e r 

8 s e r v i c e s o r l i c e n s i n g t h e use o f i t s meters? 

9 A May I t a k e a moment j u s t t o examine t h a t 

10 page? 

11 Q Sure. 

12 (Pause) 

13 A The schedule i n d i c a t e s t h a t t h e r e may be 

14 excess c a p a c i t y , i f I may use t h a t t erm, i n t h e I t r o n 

15 system and t h a t I t r o n has t h e r i g h t t o use, l e a s e , 

16 l i c e n s e , and s e l l r i g h t s t o such excess c a p a c i t y . 

17 Q Would those fees be a s s o c i a t e d w i t h t h e 

18 I t r o n meters s o l e l y ? Would those revenue enhancement 

19 c a p a b i l i t i e s be a s s o c i a t e d w i t h t h e I t r o n meters 

20 s o l e l y , or would you expect t h a t o t h e r q u a l i f i e d 

21 advanced meters would a l s o be a b l e t o p r o v i d e those 

22 k i n d s o f s e r v i c e s ? 

2 3 A Again, I'm not - - Q u a l i f i e d advanced 

24 meters i s a l i t t l e b i t o f a nebulous term a t t h i s 

25 p o i n t i n t i m e . The I t r o n system o b v i o u s l y c o n s i s t s 
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1 o f n o t o n l y t h e hardware b u t t h e s o f t w a r e as w e l l . 

2 I t may w e l l be t h a t a q u a l i f i e d advanced meter may be 

3 a b l e t o o f f e r s i m i l a r s e r v i c e s . I'm n o t s u r e . 

4 Q L e t ' s t a k e t h e s i t u a t i o n i n which a 

5 customer asks f o r a meter, a q u a l i f i e d advanced meter 

6 t o be i n s t a l l e d , a meter o t h e r t h a n t h e one t h a t 

7 Duquesne would propose. I t q u a l i f i e s under t h e r u l e . 

8 I t ' s c o m p a t i b l e w i t h t h e system. I t has t h e 

9 c a p a b i l i t y o f p r o v i d i n g some o f these enhanced 

10 s e r v i c e s . 

11 Who i n t h a t case would g e t t h e revenue f r o m 

12 t h o s e s e r v i c e s ? Duquesne o r t h e s u p p l i e r t h a t ' s 

13 p r o v i d i n g t h e s e r v i c e t o t h e customer? 

14 A I t h i n k t h a t ' s an i s s u e we've n o t l o o k e d 

15 a t , f r a n k l y . I do know t h e EDC owns t h e meter and 

16 i n s t a l l s t h e meter. I'm sure we would l o o k i n t o some 

17 terms and c o n d i t i o n s i n t h e use o f t h e meter 

18 c o n s i s t e n t w i t h t h a t r e l a t i o n s h i p w i t h e i t h e r t h e 

19 s u p p l i e r o r t h e customer. 

20 Q I t may be t h a t those f e e s -- Because t h e 

21 EDC owns and i n s t a l l s t h e meter, i t may be t h a t you 

2 2 b e l i e v e t h a t those fees would be a p p r o p r i a t e l y 

23 d i r e c t e d t o Duquesne? I s t h a t one p o s s i b i l i t y ? 

24 A Fees f o r t h e use o f t h e meter f o r s e r v i c e s 

25 beyond t h e t r a d i t i o n a l meter r e a d i n g s e r v i c e s ? 
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1 Q P r e c i s e l y . 

2 A I t h i n k t h a t t h e system would be one t h a t 

3 would a l l o w such fees t o accrue t o t h e b e n e f i t o f t h e 

4 s u p p l i e r o r customer. 

5 Q So the system would accommodate t h e excess 

6 c a p a c i t y , i f you w i l l , o r the o t h e r enhanced f e a t u r e s 

7 o f t h e meter t o t h e b e n e f i t o f t h e e n t i t y t h a t was 

8 d i r e c t i n g t h e i n s t a l l a t i o n o f t h e advanced meter, i n 

9 your o p i n i o n , or s h o u l d do t h a t ? 

10 A I don't know whether i t s h o u l d . I t h i n k 

11 I'm s a y i n g i t c o u l d . 

12 Q Would you c o n s i d e r t h a t t o be p a r t o f an 

13 open access o r n o n d i s c r i m i n a t o r y access t o t h e 

14 network, t h a t i s , a l l o w i n g f o r t h e access and 

15 r e a l i z a t i o n o f these enhanced revenue p o t e n t i a l s ? 

16 A That's a c t u a l l y p r e c i s e l y t h e i s s u e t h a t 

17 I'm t h i n k i n g o f ; i s t h a t w i t h n o n d i s c r i m i n a t o r y 

18 access t o the system, a g a i n , somewhat c o n j u n c t u r a l i n 

19 n a t u r e , t h a t we have a g e n e r i c q u a l i f i e d advanced 

20 meter i n y o u r s c e n a r i o and, i n e f f e c t , i t ' s d o i n g t h e 

21 same f u n c t i o n i n g , v e r y s i m i l a r t o an I t r o n q u a l i f i e d 

22 advanced meter, I would t h i n k , a g a i n , t h a t any 

2 3 a d d i t i o n a l access as d e s c r i b e d i n t h i s s c hedule 

24 s h o u l d or c o u l d p r o v i d e b e n e f i t s t o t h e s u p p l i e r o r 

2 5 t h e customer. 
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1 Q Do you know whether, j u s t s i t t i n g here 

2 t o d a y , t h e c o n t r a c t between Duquesne and I t r o n would 

3 p e r m i t such a t r e a t m e n t ? 

4 A I do n o t . 

5 Q Now, j u s t one more q u e s t i o n a l o n g t h i s 

6 l i n e . On Pages 13 and 14 o f your r e b u t t a l t e s t i m o n y , 

7 you d i s c u s s a v a r i e t y o f o p t i o n a l s e r v i c e s t h a t c o u l d 

8 be p r o v i d e d t h r o u g h t h e CARS system i t s e l f . I s t h a t 

9 c o r r e c t ? 

10 A You're r e f e r r i n g t o L i n e s 13 t h r o u g h 31 on 

11 Page 13? 

12 Q Yes, and g o i n g over t o L i n e 15 on Page 14. 

13 A Yes. That's a d e s c r i p t i o n o f s p e c i f i c 

14 b e n e f i t s o f t h e CARS system. 

15 Q Am I c o r r e c t t h a t you s t a t e d t h a t those 

16 s e r v i c e s -- some o f those s e r v i c e s would be 

17 c h a r a c t e r i z e d as o p t i o n a l s e r v i c e s and c o u l d be made 

18 a v a i l a b l e t o customers and s u p p l i e r s a t a fee? I'm 

19 s o r r y . I have a r e f e r e n c e . I c a n ' t p u t my f i n g e r on 

2 0 i t . 

21 A May I have j u s t a moment t o rev i e w ? 

22 Q Yes. I a p o l o g i z e f o r t h a t . 

23 (Pause) 

24 Q I'm s o r r y . While you're r e v i e w i n g , i t ' s 

2 5 r i g h t u n d e r n e a t h t h a t l i s t o f s e r v i c e s , Page 14, 
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1 s t a r t i n g on L i n e 17. 

2 A I'm s o r r y . 

3 Q The q u e s t i o n i s , You i n d i c a t e t h a t t h e y 

4 would be a v a i l a b l e as o p t i o n a l s e r v i c e s f o r a f e e t o 

5 b o t h s u p p l i e r s and t o end user customers; i s t h a t 

6 r i g h t ? 

7 A W e l l , some o f t h e - - I n f a c t , most a l l o f 

8 t h e s e s e r v i c e s are i n c l u d e d i n t h e base system, so 

9 t h e r e would n o t be a fee a s s o c i a t e d w i t h t h a t , an 

10 i n c r e m e n t a l charge. 

11 Q Are t h e r e o t h e r s e r v i c e s -- W e l l , when you 

12 t a l k about o p t i o n a l s e r v i c e s , are you s p e a k i n g o r 

13 were you c o n t e m p l a t i n g i n your t e s t i m o n y t h e s e r v i c e s 

14 t h a t we have p r e v i o u s l y d i s c u s s e d and t h a t were 

15 l i s t e d on Page 48 o f your E x h i b i t FRA-7, o r were you 

16 r e f e r r i n g t o o t h e r t y p e s o f s e r v i c e s ? 

17 A I was r e f e r r i n g t o -- I f I may l o o k a t 

18 Page 48 a g a i n . 

19 Q Sure. 

20 A Page 48 c l e a r l y i s a b a s e s e r v i c e . 

21 Q I'm s o r r y . I gave you t h e wrong r e f e r e n c e . 

22 I was r e f e r r i n g t o t h e enhanced s e r v i c e s t h a t we 

23 d i s c u s s e d e a r l i e r . I b e l i e v e t h a t was shown on Page 

24 42, f o r example, o f your e x h i b i t . 

25 A Yes. Those s e r v i c e s are o p t i o n a l i n 
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1 n a t u r e . 

2 Q Those are the k i n d s o f s e r v i c e s y ou're 

3 r e f e r r i n g t o t h a t c o u l d be p r o v i d e d t o end u s e r s o r 

4 t o s u p p l i e r s ? 

5 A C o r r e c t . 

6 Q Now, i n t h e c o n t e x t o f s u p p l i e r s , would 

7 s u p p l i e r s have t h e c a p a b i l i t y o f p u r c h a s i n g them and 

8 t h e n r e s e l l i n g them t o customers, t h e i r own end user 

9 customers, as f a r as you can 

10 A I s e e n o d i f f i c u l t y i n a s u p p l i e r d o i n g 

11 t h a t . 

12 Q Have you made any d e t e r m i n a t i o n o f what 

13 charges would be a p p l i c a b l e t o such o p t i o n a l s e r v i c e s 

14 a t t h i s p o i n t 'and how t h e y would be c a l c u l a t e d ? 

15 A We have n o t . 

16 Q W i t h r e s p e c t t o the b i l l i n g , am I c o r r e c t 

17 t h a t t h e CARS system now c o n t e m p l a t e s o r p e r m i t s a 

18 t w o - b i l l o p t i o n , t h a t i s , a b i l l t h a t would be 

19 p r o v i d e d by t h e EDC f o r d i s t r i b u t i o n s e r v i c e s and a 

20 s e p a r a t e b i l l from t h e s u p p l i e r f o r g e n e r a t i o n 

21 s e r v i c e s ? 

22 A We're s u p p o r t i n g t h a t now i n t h e customer 

23 c h o i c e p i l o t program, each o f those two b i l l o p t i o n s . 

24 Q Would i t be re a s o n a b l e t o i n f e r f r o m t h a t 

2 5 t h a t t h e CARS system c o u l d a l s o , a t l e a s t 
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1 t e c h n i c a l l y , s u p p o r t a s i n g l e b i l l o p t i o n whereby t h e 

2 s u p p l i e r would p r o v i d e a b i l l t o t h e customer t h a t 

3 would b i l l b o t h f o r t h e g e n e r a t i o n s e r v i c e s and f o r 

4 the EDC's t r a n s m i s s i o n and d i s t r i b u t i o n s e r v i c e s ? 

5 A That's not e n t i r e l y c o r r e c t . 

6 Q I was a s k i n g you whether t e c h n i c a l l y i t 

7 would be a b l e t o s u p p o r t t h a t o p t i o n . 

8 A The CARS system, as i t s u p p o r t s t h e 

9 p r e p a r a t i o n o f a customer b i l l , r e a l l y i s one, a g a i n , 

10 t h a t g i v e s you t h e raw meter r e a d i n g s a t two p o i n t s 

11 i n t i m e t o c a l c u l a t e t h e consumption o r t h e demand a t 

12 a g i v e n p o i n t i n t i m e . 

13 To s u p p o r t a n o t h e r b i l l i n g o p t i o n , you would 

14 need a d d i t i o n a l i n f o r m a t i o n t h a t would come from, f o r 

15 example, our r a t e schedules and t a r i f f s t h a t would 

16 n o t be p a r t o f t h e CARS system. 

17 Q That a d d i t i o n a l i n f o r m a t i o n i s b e i n g 

18 p r o v i d e d now t o f a c i l i t a t e t h e t w o - b i l l o p t i o n ; i s 

19 t h a t r i g h t ? 

20 A I t i s , yes. To f u r t h e r e x p l a i n , t h e 

21 s u p p l i e r s - - The two b i l l o p t i o n s , t o make c e r t a i n 

22 t h a t i t ' s c l e a r , t h e t r a d i t i o n a l u t i l i t y b i l l t h a t 

23 i n c l u d e s charges f o r t r a n s m i s s i o n , d i s t r i b u t i o n , and 

24 g e n e r a t i o n . 

25 A g a i n , i n t h i s case d u r i n g t h e customer c h o i c e 
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1 p i l o t program, t h e g e n e r a t i o n i s p r o v i d e d by an EGS, 

2 e l e c t r i c i t y g e n e r a t i o n s u p p l i e r . 

3 The approach t h a t ' s been t a k e n i s t h a t 

4 s u p p l i e r s have p r o v i d e d t o Duquesne t h e i r t a r i f f 

5 s c h e d u l e s . So, w i t h those t a r i f f s chedules and u s i n g 

6 CARS, as I s a i d , t o i d e n t i f y t h e meter r e a d i n g s and 

7 u l t i m a t e l y t h e consumption and demand, we can p r e p a r e 

8 a c o n s o l i d a t e d b i l l t h a t r e f l e c t s a l l o f those 

9 components. 

10 Q 1 s t h e r e a n y t h i n g t e c h n i c a l l y t h a t would 

11 p r e v e n t t h a t raw d a t a t o be t r a n s f e r r e d t o a t h i r d 

12 p a r t y , a s u p p l i e r , so t h a t t h e s u p p l i e r c o u l d p r o v i d e 

13 t h a t c o n s o l i d a t e d b i l l b o t h f o r i t s own s e r v i c e s and 

14 on b e h a l f o f Duquesne? 

15 A I t h i n k t h e s i t u a t i o n i s somewhat d i f f e r e n t 

16 i n t h a t i f t h e -- because a d e c i s i o n , f i r s t o f a l l , 

17 would have t o be made as t o what t h e b i l l c a l c u l a t i o n 

18 p r o c e s s would be. One approach would be f o r Duquesne 

19 as an EDC t o c a l c u l a t e t h e b i l l i n g charges and, 

20 a g a i n , a t t e m p t t o exchange or t r a n s f e r t h o s e b i l l i n g 

21 charges t o t h e EGS. 

2 2 Q So you get a - - I n o t h e r i n d u s t r i e s t h a t 

23 would be -- I ca n ' t r e c a l l t h e exa c t t e r m f o r i t 

2 4 now. But, i n essence, t h e u l t i m a t e b i l l i n g agent 

25 would r e c e i v e an almost completed b i l l t h a t would 
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1 t h e n be r e f e r r e d on t o t h e customer. I s t h a t t h e 

2 k i n d o f s i t u a t i o n t h a t you were e n v i s i o n i n g ? 

3 A My p o i n t i s t h a t t h e EGS i n t h i s s c e n a r i o 

4 would n o t c a l c u l a t e t h e charges. They would n o t have 

5 t h e r a t e schedules and c a l c u l a t e t h e charges based on 

6 t h e measured demand and consumption. The EDC would 

7 do t h a t and i n t h i s approach would t r a n s f e r t h e 

8 charges as a r e s u l t o f t h a t process t o t h e EGS. 

9 Q T e c h n i c a l l y , i s t h a t p o s s i b l e today? 

10 A I t i s p o s s i b l e . However, a g a i n , I t ' s 

11 something t h a t i s b e i n g done--and I'm r e f e r r i n g t o 

12 t h e t r a n s f e r o f i n f o r m a t i o n - - s o m e t h i n g t h a t ' s b e i n g 

13 done w i t h i n t h e p i l o t i n a number o f d i f f e r e n t ways. 

14 Some u t i l i t i e s , some EDCs are u s i n g e - m a i l . Some are 

15 us i n g secured web s i t e s . Some are u s i n g value-added 

16 n e t w o r k s . So t h e r e ' s n o t a c o n s i s t e n t approach t o 

17 t h e exchange o f t h a t i n f o r m a t i o n . 

18 Q I s t h e r e a n o t h e r approach t h a t would enable 

19 a s i n g l e b i l l t o be p r o v i d e d by t h e s u p p l i e r ; t h a t 

20 i s , t h e raw d a t a would be s u b m i t t e d o r t r a n s f e r r e d 

21 and t h e n t h e s u p p l i e r would c a l c u l a t e u s i n g -- u s i n g 

2 2 t h e b i l l i n g d e t e r m i n a t e s c a l c u l a t e t h e u l t i m a t e b i l l ? 

23 A Yes. That was my second approach. That 

24 would r e q u i r e t h e EDC t o p r o v i d e i t s r a t e s c hedules 

2 5 t o t h e EGS and, i n o r d e r f o r t h e b i l l s t o be 
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c a l c u l a t e d , t o p r o v i d e t h e b i l l i n g d e t e r m i n a n t s t o 

the EGS. 

Q T e c h n i c a l l y , t h e CARS system c o u l d 

accommodate t h a t as w e l l ? 

A W e l l , t h e CARS system a c t u a l l y has n o t h i n g 

t o do w i t h t h e t r a n s f e r o f t h e i n f o r m a t i o n . 

Q Granted. I u n d e r s t a n d . I a p o l o g i z e . 

The Duquesne b i l l i n g system, would t h a t 

accommodate t h a t second o p t i o n , t e c h n i c a l l y ? 

A At t h i s p o i n t i t ' s something we've n o t 

examined. C e r t a i n l y I t h i n k you would have t o go 

t h r o u g h a process because t h e concerns t h a t we would 

have would be. One, t h a t you r e a l l y need t o have some 

s t a n d a r d i z a t i o n . 

As I p o i n t e d o u t , t h e r e are d i f f e r e n t methods 

t o exchange i n f o r m a t i o n . I p o i n t e d o ut some o f those 

t o you. Some do n o t have -- Some are l e s s secure 

t h a n o t h e r s . Some are l e s s r e l i a b l e t h a n o t h e r s . 

Some , we f e e l , a re n o t c o n f i d e n t i a l . We're p a s s i n g 

These are monetary amounts t h a t we don't want t o 

have a v a i l a b l e t o t h e p u b l i c . 

So we c l e a r l y would need a process t o 

de t e r m i n e a method t h a t ' s s t a n d a r d , s t a n d a r d i z a t i o n 

f o r t h e exchange o f t h a t i n f o r m a t i o n . 

Q And i f those t h i n g s were r e s o l v e d , t h e n 
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1 t h a t k i n d o f raw t r a n s f e r c o u l d o c c u r ; i s t h a t r i g h t ? 

2 A F o i l o w i n g a pr o c e s s , a g a i n , t h a t addressed 

3 those i s s u e s as w e l l as a u d i t a b i l i t y , yes, 

4 t e c h n i c a l l y i t c o u l d o c c u r . 

5 MR. CLEARFIELD: Could I j u s t have a moment, 

6 Your Honor? 

7 JUDGE CORBETT: Yes. 

8 (Pause) 

9 MR. CLEARFIELD: That's a l l I have. Thank 

10 you. 

11 JUDGE CORBETT: The ne x t p a r t y up would be t h e 

12 IBEW. The schedule i n d i c a t e s , Mr. Rubin, t h a t you 

13 have no c r o s s f o r t h i s w i t n e s s . 

14 MR. RUBIN: That's c o r r e c t . Your Honor. 

15 JUDGE CORBETT: Okay. I s t h e r e any o t h e r 

16 p a r t y t h a t I have n o t c a l l e d who wishes t o 

17 cross-examine w i t n e s s ? 

18 (No a u d i b l e response.) 

19 JUDGE CORBETT: A l l r i g h t . H e a r i n g none, 

20 Mr. Moot, do you have any r e d i r e c t ? 

21 MR. MOOT: Could I have a b r i e f moment? 

22 JUDGE CORBETT: Yes. 

23 (Pause) 

24 MR. MOOT: No, Your Honor. 

25 JUDGE CORBETT: Mr. A l l i s o n , you are excused, 
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1 s i r . Thank you v e r y much. 

2 The ne x t scheduled w i t n e s s i s Mr. K a r l . Do 

3 you have any r e j o i n d e r f o r Mr. K a r l ? 

4 MR. MOOT: I do n o t b e l i e v e so. 

5 JUDGE CORBETT: Why don't we t a k e a 10-minute 

6 r e c e s s . W e ' l l reconvene a t 25 a f t e r t h e hour. 

7 (Recess taken.) 

8 JUDGE CORBETT: We're back on t h e r e c o r d . 

9 D u r i n g t h e break Mr. Moot b r o u g h t up a p o i n t , and t h e 

10 p o p u l a t i o n i n the room seems t o bear out t h a t p o i n t , 

11 t h a t some o f the people may be d r i f t i n g away as we 

12 g e t down on the w i t n e s s l i s t h e r e. So a co u p l e o f 

13 t h i n g s I wanted t o cover b e f o r e everyone d i s a p p e a r s . 

14 F i r s t o f a l l , between now and t h e t i m e we 

15 reconvene f o r our second set o f h e a r i n g s i n January, 

16 January 5 t h , I would l i k e t h e p a r t i e s t o c o n s i d e r 

17 p r o v i d i n g me w i t h an i n d e x o f t e s t i m o n y and e x h i b i t s 

18 as t h e company has done i n t h i s case. I t has pro v e d 

19 v e r y h e l p f u l , and from now on we may do t h a t i n a l l 

20 o f our complex l i t i g a t i o n . 

21 So I would ask t h e p a r t i e s t o c o n s i d e r d o i n g 

22 t h a t . I don't t h i n k i t imposes t h a t much o f a 

23 burden, b u t i t would c e r t a i n l y h e l p us and, a l s o , t h e 

24 t e c h n i c a l s t a f f i n H a r r i s b u r g when t h e y ' r e r e v i e w i n g 

2 5 a r e c o r d o f t h i s s i z e . 
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1 Secondly, between now and t h e f i r s t day o f 

2 h e a r i n g s i n January, I would ask t h e p a r t i e s t o 

3 p r e p a r e an e s t i m a t e f o r c r o s s - e x a m i n a t i o n o f t h e 

4 w i t n e s s e s t o be c a l l e d i n January as you have done 

5 f o r t h e h e a r i n g s t h i s week. The c h a r t has p r o v e d 

6 v e r y h e l p f u l , and I would l i k e t o have a c h a r t 

7 a v a i l a b l e f o r c r o s s - e x a m i n a t i o n o f t h e w i t n e s s e s i n 

8 January -

9 F i n a l l y , t h e l a s t p o i n t I wanted t o co v e r was 

10 p o s s i b l e s e t t l e m e n t . I would ask the p a r t i e s t o --

11 I'm n o t sure what d i s c u s s i o n s you have had among 

12 y o u r s e l v e s , what y o u r p l a n s are f o r d i s c u s s i n g 

13 s e t t l e m e n t between now and t h e n e x t s e t o f h e a r i n g s , 

14 b u t I would ask you t o p o s s i b l y c o n s i d e r t h a t , a t 

15 l e a s t t a l k i n g about t h a t among y o u r s e l v e s . 

16 I f you c a n ' t r e a c h a g l o b a l s e t t l e m e n t , t h e n 

17 see what p a r t s o f t h e case you agree upon o r you 

18 don't agree upon. I f t h e r e are s t i p u l a t i o n s , t h e y 

19 can be b r o u g h t up d u r i n g the h e a r i n g s . 

2 0 Of c o u r s e , t h a t does not p r e c l u d e you f r o m 

21 f u r t h e r d i s c u s s i n g s e t t l e m e n t and s t i p u l a t i o n s a f t e r 

2 2 t h e h e a r i n g s , but the e x p e r i e n c e i n t h e p a s t has been 

2 3 t h a t once h e a r i n g s c l o s e t h a t t h e p a r t i e s are so t i e d 

24 up i n w r i t i n g b r i e f s and t h a t t h a t t h e o p p o r t u n i t i e s 

25 f o r d i s c u s s i n g s e t t l e m e n t may n o t be as good a f t e r 
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1 t h e c l o s e o f h e a r i n g s . 

2 So I would ask the p a r t i e s t o c o n s i d e r t h o s e 

3 m a t t e r s between now and t h e n e x t s e t o f h e a r i n g s i n 

4 January. 

5 Yes, Mr. Barak. 

6 MR. BARAK: W i t h o u t m e n t i o n i n g any case i n 

7 p a r t i c u l a r , one model t h a t I t h i n k p r o v e d v e r y 

8 u s e f u l , a t l e a s t t o get t h e n o n - a p p l i c a n t p a r t i e s t o 

9 t a l k , was an a d m i n i s t r a t i v e law judge u r g i n g t h a t a t 

10 t h e end o f t h e week when we were a l l around f o r 

11 h e a r i n g s , a n t i c i p a t i n g t h a t we might g et done h a l f a 

12 day e a r l y , t h e p a r t i e s s i m p l y meet a f t e r l u n c h and 

13 d i s c u s s g o i n g f o r w a r d on some o f those v e r y i s s u e s . 

14 I t ' s g o i n g t o be hard f o r us t o g e t t o g e t h e r , 

15 r e a s o n a b l y , between now and January 5 t h . 

16 JUDGE CORBETT: I know w i t h t h e h o l i d a y s i t 

17 w i l l be d i f f i c u l t . You're c e r t a i n l y welcome t o use 

18 t h i s h e a r i n g room. I don't know when we're g o i n g t o 

19 f i n i s h t o d a y . I'm assuming we are g o i n g t o f i n i s h 

20 t o d a y , b u t - -

21 MR. BARAK: I wasn't s u g g e s t i n g t h i s week, 

22 a c t u a l l y . I was s u g g e s t i n g --

23 JUDGE CORBETT: The next round o f h e a r i n g s . 

24 W e l l , t h a t ' s a l s o a p o s s i b i l i t y . But I would l i k e 

25 you t o a t l e a s t b e g i n t h i n k i n g about t h a t and 
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1 p o s s i b l y i n f o r m a l l y a g r e e i n g upon something among 

2 y o u r s e l v e s t o t r y t o a t l e a s t d i s c u s s t h a t , see what 

3 p a r t s o f t h e case you can agree upon, what p a r t s are 

4 r e a l l y i n c o n t e n t i o n . 

5 I s t h e r e a n y t h i n g e l s e then? 

6 (No a u d i b l e response.) 

7 JUDGE CORBETT: Okay. Then, Mr. Moot, w e ' l l 

8 c a l l y o ur n e x t w i t n e s s . 

9 MR. MOOT: Your Honor, c o u l d we go o f f t h e 

10 r e c o r d a t t h i s p o i n t ? 

11 JUDGE CORBETT: Sure. L e t ' s go o f f t h e 

12 r e c o r d . 

13 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

14 JUDGE CORBETT: We're back on th e r e c o r d . I'm 

15 n o t s u r e . I t h i n k we're ready f o r you t o c a l l y our 

16 n e x t w i t n e s s . 

17 MR. MOOT: The ne x t w i t n e s s i s Mark K a r l . 

18 MARK G. KARL, c a l l e d as a wi t n e s s , being duly 

19 sworn, t e s t i f i e d as follows: 

20 JUDGE CORBETT: Would you b e g i n , p l e a s e , by 

21 g i v i n g t h e c o u r t r e p o r t e r your f u l l name, p l e a s e . 

22 THE WITNESS: I t ' s Mark G. K a r l , K-A-R-L. 

23 JUDGE CORBETT: Mr. Moot. 

2 4 DIRECT EXAMINATION 

2 5 BY MR. MOOT: 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Good morning, Mr. K a r l . 

A Good morning. 

Q D i d you p r e p a r e d i r e c t and r e b u t t a l 

t e s t i m o n y i n t h i s case? 

A Yes, I d i d . 

Q Do you have any c o r r e c t i o n s t o t h a t 

t e s t imony? 

A No, I do n o t . 

Q Was t h a t t e s t i m o n y t r u e and c o r r e c t t o t h e 

b e s t of yo u r knowledge, i n f o r m a t i o n , and b e l i e f ? 

A Yes, i t i s . 

MR. MOOT: I'm now hand i n g t o t h e c o u r t 

r e p o r t e r two c o p i e s of s a i d t e s t i m o n y , w h i c h i s 

Duquesne Statement Numbers 9 and 9-R and accompanying 

e x h i b i t s . I move them i n t o evidence s u b j e c t t o 

a p p r o p r i a t e m o t i o n . 

JUDGE CORBETT: A l l r i g h t . They w i l l be so 

a d m i t t e d . 

(Duquesne Statement Numbers 9 and 9-R were 
marked and admitted into evidence.) 

MR. MOOT: The w i t n e s s i s a v a i l a b l e f o r 

c r o s s - e x a m i n a t i o n . 

JUDGE CORBETT: Ms. M e l i l l o , f o r t h e OTS, 

you've i n d i c a t e d on t h e schedule t h a t you have no 

cr o s s f o r t h i s w i t n e s s . 
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1 MS. MELILLO: That's c o r r e c t , Your Honor. 

2 JUDGE CORBETT: Mr. Berger, f o r t h e OCA, do 

3 you have cross? 

4 MR. BERGER: Yes, we do. 

5 JUDGE CORBETT: A l l r i g h t . 

6 MR. BERGER: Thank you, Your Honor. 

7 CROSS-EXAMINATION 

8 BY MR. BERGER: 

9 Q Good morning, Mr. K a r l . 

10 A Good morning. 

11 Q Mr. K a r l , you're f a m i l i a r , I assume, w i t h 

12 t h e term c a p a c i t y r e s e r v e margin as you d i s c u s s i n 

13 your t e s t i m o n y . 

14 A Yes. 

15 Q Can you j u s t b r i e f l y g i v e us a d e f i n i t i o n 

16 o f what c a p a c i t y r e s e r v e m a r gin means? 

17 A W e l l , t h e r e are a v a r i e t y o f d i f f e r e n t 

18 r e s e r v e margins t h a t u t i l i t i e s use. W i t h i n ECAR t h e 

19 o n l y r e q u i r e m e n t i s t h e o p e r a t i n g r e s e r v e m a r g i n , 

2 0 w h i c h i s a s i x - p e r c e n t r e s e r v e . That's a d a i l y 

21 r e s e r v e based on t h e system o p e r a t o r ' s e x p e c t e d peak 

22 demand f o r t h e day. 

23 ECAR r e q u i r e s t h a t t h e system o p e r a t o r have on 

2 4 hand a s i x - p e r c e n t o p e r a t i n g r e s e r v e , w hich c o n s i s t s 

25 o f t h r e e p e r c e n t s p i n n i n g and t h r e e p e r c e n t 
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1 s u p p l e m e n t a l . That i s the o n l y r e q u i r e m e n t t h a t t h e 

2 u t i l i t i e s w i t h i n ECAR f a c e . 

3 I n a d d i t i o n t o t h a t , u t i l i t i e s t y p i c a l l y c a r r y 

4 c a p a c i t y r e s e r v e or a p l a n n i n g r e s e r v e . The p l a n n i n g 

5 r e s e r v e i s used as an a i d t o h e l p u t i l i t i e s ensure 

6 t h a t on any g i v e n day t h e y w i l l have t h e s i x - p e r c e n t 

7 o p e r a t i n g r e s e r v e . W i t h i n ECAR t h e r e ' s no 

8 r e q u i r e m e n t t o m a i n t a i n a s p e c i f i c l e v e l of p l a n n i n g 

9 r e s e r v e o r c a p a c i t y r e s e r v e . 

10 Q Are you done w i t h y our answer? 

11 A Yes. 

12 Q Would you agree w i t h me t h a t any e l e c t r i c 

13 system needs t o m a i n t a i n some p l a n n i n g r e s e r v e m a r gin 

14 t o account f o r t h e f a c t t h a t g e n e r a t i n g u n i t s a re 

15 sometimes u n a v a i l a b l e t o g e n e r a t e due t o pl a n n e d 

16 maintenance o r pla n n e d outages? I s t h a t c o r r e c t ? 

17 A W e l l , t h a t would be t h e purpose o f t h e 

18 o p e r a t i n g r e s e r v e , t h e s i x - p e r c e n t r e s e r v e . That's 

19 why ECAR has the s i x - p e r c e n t r e s e r v e . I t ' s t h e i r 

20 i n t e n t i o n t h a t so l o n g as t h e u t i l i t y has on hand or 

21 p r o c u r e s t h r o u g h a c o n t r a c t o r some s o r t o f a s h o r t -

22 t e r m arrangement w i t h a n o t h e r company. So l o n g as 

23 t h e y ' r e a b l e t o p r o c u r e r e s e r v e s t o meet t h e i r n e x t 

2 4 day's r e q u i r e m e n t , t h a t i s s u f f i c i e n t . 

2 5 Q Now, you're r e f e r r i n g t o a p o t e n t i a l s h o r t -
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1 t e r m s a l e o r purchase o f e l e c t r i c r e q u i r e m e n t s t o 

2 meet t h e o p e r a t i n g r e s e r v e r e q u i r e m e n t ? I s t h a t what 

3 you're t a l k i n g about? 

4 A That's c o r r e c t . 

5 Q Would t h a t f i t i n w i t h a p l a n n i n g r e s e r v e 

6 m a r g i n concept? 

7 A That has n o t h i n g t o do w i t h -- A p l a n n i n g 

8 r e s e r v e margin concept i s b a s i c a l l y something t h a t we 

9 view as an a r t i f a c t of the t r a d i t i o n a l r e g u l a t e d r a t e 

10 o f r e t u r n s t r u c t u r e . I n a c o m p e t i t i v e m a r k e t p l a c e , 

11 we don't t h i n k i t ' s v e r y l i k e l y t h a t customers are 

12 g o i n g t o be w i l l i n g t o pay f o r c a p a c i t y t h a t , 

13 b a s i c a l l y , you don't i n t e n d t o use. 

14 Q But i n your d i r e c t t e s t i m o n y , i f you'd l o o k 

15 a t Page 9 o f your d i r e c t t e s t i m o n y , a t L i n e 8 

16 A Okay. 

17 Q -- would you agree w i t h me t h a t t h a t 

18 i n d i c a t e s t h e r e t h a t ECAR has i d e n t i f i e d an e i g h t -

19 p e r c e n t p l a n n i n g r e s e r v e as t h e r e s e r v e n e c e s s a r y t o 

20 meet i t s r e l i a b i l i t y c r i t e r i o n ? 

21 A That e i g h t - p e r c e n t r e s e r v e i d e n t i f i e d by 

2 2 ECAR i s what t h e y b e l i e v e was necessary t o meet t h e i r 

23 own DSCR c r i t e r i a . That DSCR c r i t e r i a does n o t t h e n 

24 c a r r y f o r w a r d onto u t i l i t i e s . 

25 I n t h e p a s t , some u t i l i t i e s have b e l i e v e d t h a t 
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1 t h e y had an o b l i g a t i o n t o meet a one-to-10 DSCR 

2 c r i t e r i a . They do n o t . ECAR has t h a t as an i n t e r n a l 

3 c r i t e r i a f o r i t s e l f . 

4 Q They don't impose t h i s on u t i l i t i e s w i t h i n 

5 ECAR, b u t t h i s i s what t h e y b e l i e v e i s an a p p r o p r i a t e 

6 p l a n n i n g c r i t e r i o n ; i s t h a t c o r r e c t ? 

7 A That's based on t h e i r assessment o f t h e 

8 s i t u a t i o n c o n t a i n e d i n t h a t August 199 6 assessment. 

9 And g i v e n t h e assumptions t h a t a re i n t h a t 

10 assessment, t h e y b e l i e v e t h a t t h e e i g h t - p e r c e n t 

11 r e s e r v e , as a snapshot, would be necessary f o r t h a t 

12 p e r i o d o f t i m e f o r t h e i r system. 

13 Q So your answer t o my q u e s t i o n i s , yes, t h e y 

14 b e l i e v e t h a t ' s t h e a p p r o p r i a t e p l a n n i n g c r i t e r i o n ? 

15 A Not n e c e s s a r i l y as a p l a n n i n g c r i t e r i a . 

16 They b e l i e v e t h a t e i g h t - p e r c e n t r e s e r v e s would be 

17 n e c e s s a r y g i v e n t h e i r s e t of assumptions. 

18 Q W e l l , when t h e y ' r e t a l k i n g about t h e e i g h t 

19 p e r c e n t , are t h e y t a l k i n g about p l a n n i n g o r are t h e y 

20 t a l k i n g about o p e r a t i n g , because I t h i n k you s a i d s i x 

21 p e r c e n t was t h e o p e r a t i n g margin? 

22 A They don't r e a l l y make a d i s t i n c t i o n . 

23 Q Okay. Now, the s i x - p e r c e n t o p e r a t i n g 

2 4 r e s e r v e r e q u i r e m e n t i n ECAR, i s t h a t on an h o u r l y 

25 b a s i s ? 
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1 A I b e l i e v e t h e way t h a t ' s a p p l i e d i s t h a t 

2 t h e system o p e r a t o r has t o ensure ECAR t h a t t h e y have 

3 t h o s e r e s e r v e s a v a i l a b l e f o r t h e n e x t day. 

4 As f a r as whether t h e y have t o m a i n t a i n those 

5 r e s e r v e s on an h o u r l y b a s i s , I t h i n k t h a t t h e y do. 

6 Mr. I r v i n would a c t u a l l y have been t h e more 

7 a p p r o p r i a t e w i t n e s s t o ask t h a t q u e s t i o n , b u t I t h i n k 

8 t h a t t h e y do on an h o u r l y b a s i s . 

9 Q Do you know what t h e consequence i s i f a 

10 u t i l i t y f a i l s t o produce o p e r a t i n g r e s e r v e o f s i x 

11 p e r c e n t ? 

12 A No, I do n o t . 

13 Q Would Mr. I r v i n know? 

14 A I would expect t h a t he would. 

15 MR. MOOT: Can we go o f f t h e r e c o r d f o r j u s t a 

16 second? 

17 MR. BERGER: Sure. 

18 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

19 JUDGE CORBETT: We're back on t h e r e c o r d . 

20 BY MR. BERGER: 

21 Q But I t h i n k from what you were s a y i n g 

22 b e f o r e a system o p e r a t o r may be a b l e t o meet t h e 

23 o p e r a t i n g r e s e r v e r e q u i r e m e n t , even though t h e y do 

24 not have i n s t a l l e d c a p a c i t y m e e t i n g t h a t r e s e r v e 

25 r e q u i r e m e n t , by g o i n g out and p u r c h a s i n g e l e c t r i c i t y 

HOLBERT ASSOCIATES 
(717) 540-9669 



891 

1 from a n o t h e r s u p p l i e r . 

2 A I b e l i eve so. There are some p r o v i s i o n s as 

3 t o where i t ' s l o c a t e d . I b e l i e v e some o f i t has t o 

4 be l o c a t e d w i t h i n ECAR. I don't know s p e c i f i c a l l y . 

5 Q I s i t f a i r t o say t h a t , as you e n v i s i o n t h e 

6 market w o r k i n g , l o a d - s e r v i n g e n t i t i e s l i k e Duquesne 

7 w i l l p l a n t o m a i n t a i n c a p a c i t y r e s e r v e margins t h a t 

8 t h e y b e l i e v e w i l l be s u f f i c i e n t a t a minimum t o meet 

9 t h e ECAR o p e r a t i n g r e s e r v e r e q u i r e m e n t s ? 

10 A I b e l i e v e t h a t l o a d - s e r v i n g e n t i t i e s , 

11 whether t h e y be e x i s t i n g u t i l i t i e s o r m a r k e t e r s o r 

12 r e - m a r k e t e r s , l o a d a g g r e g a t o r s , w i l l most l i k e l y need 

13 t o become members o f ECAR and/or any subsequent ISO 

14 t h a t may form and t h a t t h e y w i l l be r e q u i r e d t o 

15 m a i n t a i n a s i x - p e r c e n t o p e r a t i n g r e s e r v e . 

16 Again, t h a t does n o t n e c e s s a r i l y mean t h a t 

17 t h e y w i l l have t o p l a n t o b u i l d i t . They can p r o c u r e 

18 t h a t from somebody e l s e . 

19 Q So you don't t h i n k t h a t t h e y ' l l a t t e m p t t o 

20 m a i n t a i n any i n s t a l l e d , p a r t i c u l a r i n s t a l l e d 

21 o p e r a t i n g r e s e r v e ? 

2 2 A Not n e c e s s a r i l y . 

2 3 - Q I'm s o r r y . I n s t a l l e d r e s e r v e . 

24 A No, not n e c e s s a r i l y . 

25 Q Can you t e l l me what t h e g e n e s i s o f t h e 12-
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1 p e r c e n t r e s e r v e f i g u r e r e f e r r e d t o i n yo u r t e s t i m o n y 

2 i s f o r Duquesne? 

3 A The 12-percent r e s e r v e was t h e r e s u l t o f an 

4 a n a l y s i s conducted by Mr. Pete W y b i e r a l a . 

5 Mr. W y b i e r a l a manages Duquesne 's t r a n s m i s s i o n 

6 p l a n n i n g group, -and he had conducted an a n a l y s i s . I 

7 b e l i e v e t h e date was a p p r o x i m a t e l y 1990. I don't 

8 r e c a l l e x a c t l y . That s t u d y has been p r o v i d e d t h r o u g h 

9 d i s c o v e r y . 

10 I n t h a t s t u d y Mr. W y b i e r a l a found t h a t a 12-

11 p e r c e n t r e s e r v e would be s u f f i c i e n t t o meet a l l 

12 r e l i a b i l i t y c r i t e r i a i n t h e r e g u l a t e d m a r k e t p l a c e a t 

13 t h a t t i m e . And, i n f a c t , t h e r e was some d i s c u s s i o n 

14 a t t h a t t i m e t h a t perhaps t h e r e s e r v e c o u l d have been 

15 l o w e r . I don't have d o c u m e n t a t i o n o f t h a t , b u t a t 

16 t h e t i m e I do remember some d i s c u s s i o n as t o whether 

17 we c o u l d a c t u a l l y go t o t h e s i x - p e r c e n t r e s e r v e a t 

18 t h a t t i m e , b u t t h e r e i s no r e c o r d o f t h a t . 

19 Q You were t a l k i n g about somebody named P.Y. 

20 M a r e l l a ( p h o n e t i c ) . 

21 A P e t e r W y b i e r a l a . 

2 2 Q Can you s p e l l t h a t l a s t name f o r t h e c o u r t 

23 r e p o r t e r ? 

24 A W-Y-B-I-E-A-R-L-A. 

25 MR. MOOT: R-A-L-A. 
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1 A R-A-L-A. Thank you. 

2 BY MR. BERGER: 

3 Q I s he a Duquesne employee? 

4 A Yes, he i s . 

5 Q And would you agree w i t h me t h a t he 

6 b a s i c a l l y was e s t i m a t i n g a r e s e r v e m a r gin r e q u i r e d t o 

7 l i m i t t h e oc c u r r e n c e o f c a p a c i t y s h o r t f a l l s t o a 

8 p a r t i c u l a r s tandard? 

9 A W i t h i n t h e c o n t e x t o f a r e g u l a t e d 

10 m a r k e t p l a c e w i t h an ongoing o b l i g a t i o n t o serve f o r 

11 Duquesne, he was e s t i m a t i n g w i t h i n some r e l i a b i l i t y 

12 c r i t e r i a . I don't know s p e c i f i c a l l y what t h a t was. 

13 Q On Page 2 o f your r e b u t t a l , you address OCA 

14 w i t n e s s Smith's t e s t i m o n y r e g a r d i n g h i s b e l i e f t h a t 

15 u t i l i t i e s i n ECAR w i l l m a i n t a i n some i n s t a l l e d 

16 c a p a c i t y r e s e r v e margin. I t seems l i k e y o u 're 

17 c r i t i c i z i n g h i s t e s t i m o n y t h e r e . 

18 Are you j u s t b a s i c a l l y s a y i n g , p o i n t i n g o ut 

19 t h a t t h e r e i s no i n s t a l l e d c a p a c i t y r e s e r v e m a r g i n 

20 r e q u i r e m e n t i n ECAR? You're n o t c r i t i c i z i n g , i n 

21 p a r t i c u l a r , t h e use o f an e i g h t - p e r c e n t number i n h i s 

22 t e s t i m o n y , a re you? 

23 A What I'm b a s i c a l l y s a y i n g i s t h a t t h e o n l y 

24 r e q u i r e m e n t i s a s i x - p e r c e n t r e s e r v e and t h a t t h e r e 

25 i s no r e q u i r e m e n t w i t h i n ECAR f o r any a d d i t i o n a l 

HOLBERT ASSOCIATES 
(717) 540-9669 



894 

1 r e s e r v e over and above t h e s i x p e r c e n t . 

2 He does make s t a t e m e n t s t h a t he ex p e c t s - - a n d I 

3 b e l i e v e t h a t i s a key--he e x p e c t s t h a t u t i l i t i e s o r 

4 l o a d - s e r v i n g e n t i t i e s w i l l c o n t i n u e t o c a r r y r e s e r v e s 

5 c o n s i s t e n t w i t h what t h e y c a r r i e d i n t h e p a s t . That 

6 i s an e x p e c t a t i o n . That i s h i s e x p e c t a t i o n . Other 

7 w i t n e s s e s i n t h i s case have used d i f f e r e n t 

8 e x p e c t a t i o n s . 

9 Q Okay. But you're n ot c r i t i c i z i n g t h e use 

10 o f t h e e i g h t p e r c e n t as an a p p r o p r i a t e p l a n n i n g 

11 c r i t e r i o n f o r systems i n t h e ECAR area? 

12 A W e l l , I g u e s s t o a degree I am, because one 

13 o f t h e key o u t p u t s o f h i s a n a l y s i s and t h e a n a l y s i s 

14 o f s e v e r a l o t h e r w i t n e s s e s i s a market l i n e and 

15 ex p e c t e d market p r i c e . I t i s assumed i n these 

16 a n a l y s e s t h a t t h e p r o d u c t i o n c o s t o f a l l o f t h e u n i t s 

17 w i t h i n ECAR w i l l s e t t h a t market p r i c e l i n e . 

18 I t i s f u r t h e r assumed t h a t as c a p a c i t y i s 

19 added t h e market p r i c e w i l l somehow r i s e such t h a t 

20 t h e c o s t o f t h a t c a p a c i t y a d d i t i o n w i l l be r e c o v e r e d 

21 f r o m t h e market p r i c e . 

2 2 So, i n d o i n g a p r o d u c t i o n c o s t based a n a l y s i s 

2 3 and making those assumptions, t h e l e v e l o f r e s e r v e s 

2 4 t h a t you assume d i r e c t l y a f f e c t s how q u i c k l y t h e 

2 5 a n a l y s t assumes t h e c a p a c i t y i s added. T h e r e f o r e , i t 
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1 has a r a d i c a l e f f e c t on t h e expect e d market p r i c e i n 

2 t h e i r assumption. 

3 But key i n t h a t assumption i s t h e assumption 

4 t h a t t h e market p r i c e w i l l r i s e e s s e n t i a l l y t h e day 

5 t h a t t h a t c a p a c i t y comes on l i n e t o a l l o w t h e c o s t o f 

6 t h a t c a p a c i t y t o be r e c o v e r e d . There i s no g u a r a n t e e 

7 t h a t t h a t w i l l be t h e case. Cost i s n o t e q u a l t o 

8 p r i c e . 

9 Q Would you d e s c r i b e f o r me what you 

10 u n d e r s t a n d s a l e s f o r r e s a l e t o mean. 

11 A My u n d e r s t a n d i n g o f t h a t would be a 

12 w h o l e s a l e s a l e t o a w h o l e s a l e r e q u i r e m e n t s customer. 

13 An example would be P i t c a i r n w i t h i n Duquesne's 

14 system. 

15 Q Would i t i n c l u d e s a l e s t o PJM u t i l i t i e s ? 

16 A Are you speak i n g w i t h i n t h e c o n t e x t o f 

17 what's i n t h e r e s o u r c e plan? 

18 Q No. I'm j u s t s p e a k i n g g e n e r a l l y . 

19 A W e l l , I j u s t want t o be c a r e f u l . W i t h i n 

2 0 t h e r e s o u r c e p l a n , t h e r e i s i n t h e data columns a 

21 column t h a t says s a l e s f o r r e s a l e , and i t ' s i n t e n d e d 

22 t o c a p t u r e w h o l e s a l e s a l e s t o customers such as 

2 3 P i t c a i r n . 

24 I'm n o t sure t h a t i t -- I f you're l o o k i n g a t 

2 5 t h e r e s o u r c e p l a n , I'm n o t sure t h a t a s a l e t o a PJM 
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1 company would be i n t h e r e . But f o r what we're 

2 t a l k i n g about here, we c o u l d assume t h a t s a l e s f o r 

3 r e s a l e would i n c l u d e a s a l e t o PJM. 

4 Q W e l l , would i t be re a s o n a b l e t o expect t h a t 

5 Duquesne would o n l y make s h o r t - t e r m s a l e s f o r r e s a l e 

6 when i t was p r o f i t a b l e t o do so, i n o t h e r words, when 

7 i t exceeded i t s s h o r t - r u n m a r g i n a l c o s t s ? 

8 A When i t exceeded s h o r t - r u n m a r g i n a l c o s t s , 

9 which I would d e f i n e as f u e l and v a r i a b l e O & M 

10 c o s t s , you would expect t h a t t h e company would make 

11 s a l e s o n l y when t h e y ' r e p r o f i t a b l e . 

12 Q And on t h e o t h e r hand , a buyer i n such a 

13 t r a n s a c t i o n would o n l y purchase i t when t h e m a r g i n a l 

14 energy c o s t t o t h e buyer o f p u r c h a s i n g i t were l o w e r 

15 t h a n what i t c o u l d produce on i t s own, assuming i t 

16 was produced f o r --

17 A R i g h t . A g a i n , you would be comparing t h e 

18 c o s t o f energy t o t h a t p u r c h a s e r t o h i s own v a r i a b l e 

19 c o s t , as I've d e f i n e d i t , f u e l and v a r i a b l e O & M. 

2 0 So l o n g as t h e n e t purchase c o s t was low e r t h a n h i s 

21 s h o r t - r u n v a r i a b l e c o s t , t h e n , yes, i t would be 

22 economic f o r the purchase. 

23 Q Would you agree w i t h me t h a t on average 

24 p r i c e s f o r energy and c a p a c i t y are h i g h e r i n PJM t h a n 

25 i n ECAR? 
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1 A P r i c e s w i t h i n PJM r e f l e c t t h e s p e c i f i c 

2 r e q u i r e m e n t s o f t h e PJM system. PJM as a t i g h t p o o l 

3 has a s p e c i f i c c a p a c i t y r e q u i r e m e n t . They r e q u i r e 

4 t h e i r member companies t o m a i n t a i n a s p e c i f i c 

5 p l a n n i n g r e s e r v e , w hich I b e l i e v e i s 18 p e r c e n t , 

6 subj e c t t o v e r i f i c a t i o n . They're r e q u i r e d t o have 

7 t h a t i n s t a l l e d c a p a c i t y . 

8 F u r t h e r , when a PJM company seeks t o purchase 

9 r e s o u r c e s fro m o f f system, such a purchase i s s u b j e c t 

10 t o c a p a c i t y d e - r a t e p r o v i s i o n s because PJM as a p o o l 

11 assumes t h e c a p a c i t y l o c a t e d w i t h i n ECAR, whether 

12 i t ' s Duquesne L i g h t or A l l e g h e n y Power o r D e t r o i t 

13 E dison, f o r t h a t m a t t e r . 

14 PJM assumes t h a t t h a t c a p a c i t y l o c a t e d o u t s i d e 

15 i t s own area doesn't have as much v a l u e t o t h e system 

16 as c a p a c i t y w i t h i n i t s area. So e s s e n t i a l l y what 

17 t h a t does i s i t serves t o l i m i t t h e market f o r 

18 c a p a c i t y o u t s i d e o f PJM a t t e m p t i n g t o s e l l w i t h i n 

19 PJM. 

20 That l i m i t a t i o n , f o r example, was one o f t h e 

21 reasons t h a t Duquesne had proposed i n our s a l e t o GPU 

22 t o b u i l d a t r a n s m i s s i o n l i n e i n t o t h e i r s e r v i c e 

23 t e r r i t o r y , because our 500-megawatt s a l e w i t h o u t t h a t 

2 4 t r a n s m i s s i o n l i n e would have been s u b s t a n t i a l l y 

2 5 d i s c o u n t e d and i t would have been uneconomic absent 
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19 

20 

21 

22 

23 

24 

25 

t h a t l i n e . 

Q I t h i n k you went a l i t t l e beyond t h e scope 

of my quest i o n , which was s i m p l y t o d e t e r m i n e whether 

on average p r i c e s i n PJM are h i g h e r t h a n i n ECAR. 

A We11, because o f t h e reasons t h a t I c i t e , 

t h e p r i c e s are h i g h e r . 

Q I u n d e r s t a n d . I u n d e r s t a n d . Would you 

a l s o agree t h a t t h e y ' r e h i g h e r because o i l and gas 

are u t i l i z e d on the margin more i n PJM t h a n t h e y are 

i n ECAR? 

A Many o f t h e East Coast u t i l i t i e s r e l y 

h e a v i l y on o i l - f i r e d c a p a c i t y , and t h a t would t e n d t o 

r a i s e t h e i r p r i c e . 

( T r a n s c r i p t c o n t i n u e s on Page 899.) 
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1 Q Given t h e d i f f e r e n t m a r g i n a l energy e f f e c t s 

2 o f PJM v e r s u s t h e u t i l i t i e s i n ECAR, would you agree 

3 w i t h me t h a t i t would be r e a s o n a b l e t o expect t h a t 

4 t h e PJM market w i l l c o n t i n u e t o f e a t u r e h i g h e r market 

5 p r i c e s on average t h a n i n ECAR - -

6 A I would --

7 Q - - a t l e a s t f o r t h e n e x t s e v e r a l years? 

8 A U n t i l such t i m e -- a t l e a s t u n t i l such t i m e 

9 as t h e 1 i m i t a t i o n s t h a t I d e s c r i b e d go away, I would 

10 e x c e p t t h a t t h e PJM p r i c e s would be h i g h e r t h a n ECAR. 

11 Q Now, a c c o r d i n g t o t h e FERC Form 1, i n 

12 1996, Duquesne s o l d f o r r e s a l e a p p r o x i m a t e l y 3.3 

13 m i l l i o n megawatt hours, 2.5 m i l l i o n o f which was s o l d 

14 t o P u b l i c S e r v i c e E l e c t r i c and Gas, wh i c h i s a 

15 u t i l i t y i n PJM? 

16 A That's c o r r e c t . 

17 Q Do you t h i n k i t i s r e a s o n a b l e t o expe.ct 

18 t h a t Duquesne w i l l c o n t i n u e t o market and s e l l a 

19 s i g n i f i c a n t amount o f power t o t h e PJM market? 

2 0 MR. MOOT: T h i s i s - - I have an ob j e c t i o n . 

21 T h i s i s beyond t h e scope o f t h e w i t n e s s ' s 

22 t e s t i m o n y , and t h a t s a l e i n p a r t i c u l a r i s d i s c u s s e d 

23 by Mr. I r v i n . 

24 Mr. K a r l does not d i s c u s s our s a l e s program or 

25 s a l e s e f f o r t s . 
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1 MR. BERGER: W e l l , I t h i n k , Your Honor, t h a t 

2 Mr. K a r l p r o v i d e d s i g n i f i c a n t d a t a t o Mr. S c h n i t z e r 

3 i n d o i n g h i s market p r i c e e v a l u a t i o n w i t h r e s p e c t t o 

4 c e r t a i n assumptions, and one o f t h e assumptions i s 

5 the amount o f s a l e s f o r r e s a l e t h a t c o u l d be made, 

6 and t h e r e f o r e , I t h i n k i t i s an a p p r o p r i a t e q u e s t i o n . 

7 MR. MOOT: Let me j u s t add t h a t t h a t i s t r u e . 

8 However, t h e r e weren't d e s t i n a t i o n s , and I can 

9 w i t h d r a w my obj e c t i o n i f t h e w i t n e s s i s a l l o w e d t o 

10 answer t o t h e best o f h i s knowledge. 

11 MR. BERGER: Oh, s u r e . 

12 JUDGE CORBETT: Okay. 

13 MR. BERGER: To t h e b e s t o f h i s knowledge i s 

14 always t h e case. 

15 MR. MOOT: Fi n e . 

16 MR. BERGER: Go ahead. 

17 THE WITNESS: We p r o b a b l y ought t o r e - r e a d t h e 

18 q u e s t i o n o r r e s t a t e t h e q u e s t i o n . 

19 BY MR. BERGER: 

2 0 Q A l 1 I am a s k i n g you I s - - and I don't want 

21 t h e c o u r t r e p o r t e r t o have t o go f i n d t h e q u e s t i o n --

2 2 i s whether i t i s r e a s o n a b l e t o expect t h a t Duquesne 

2 3 w i l l c o n t i n u e t o make s i g n i f i c a n t s a l e s t o t h e PJM 

24 system, g i v e n t h e f a c t t h a t m a r g i n a l energy p r i c e s i n 

2 5 PJM w i l l c o n t i n u e , p r o b a b l y cont i n u e t o exceed 
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1 m a r g i n a l energy p r i c e s i n t h e ECAR r e g i o n ? 

2 A I t would be r e a s o n a b l e t o expec t Duquesne 

3 w i l l c o n t i n u e t o s e l l power t o anyone, any market 

4 t h a t d e s i r e s our power. • 

5 That would i n c l u d e PJM, o t h e r areas i n ECAR. 

6 I t would i n c l u d e New York. 

7 I f any of t h e New York u t i l i t i e s would l i k e 

8 some power, t h e y are encouraged t o c a l l Mr. I r v i n . 

9 Q I know we got some p r e s s on t h e f i r s t day 

10 o f t h e h e a r i n g s , b u t I don't know i f we have any here 

11 t o d a y . 

12 A That 1s okay. I t i s on t h e r e c o r d . 

13 Q When Duquesne makes such r e s a l e s , i t 

14 e s s e n t i a l l y o p e r a t e s i t s own g e n e r a t i n g u n i t s a t 

15 h i g h e r l e v e l s o r p e r m i t s a d d i t i o n a l u n i t s t h a n i t 

16 would s i m p l y t o serve i t s own load? 

17 I s t h a t c o r r e c t ? 

18 A That 1s c o r r e c t . 

19 Q Given a market s t r u c t u r e i n which t h e 

20 market p r i c e i s s e t by t h e p r i c e o f t h e l a s t u n i t 

21 d i s p a t c h e d , i n c r e a s i n g t h e o u t p u t o f t h e m a r g i n a l 

2 2 u n i t s o r d i s p a t c h i ng a d d i t i o n a l u n i t s t o serve a s a l e 

23 c o u l d p o t e n t i a l l y r a i s e t h e market c l e a r i n g p r i c e i n 

24 t h e hour? 

25 I s t h a t c o r r e c t ? 
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1 A I f you had t h a t t y p e o f a market s t r u c t u r e , 

2 which i m p l i e s an independent system o p e r a t o r , i f you 

3 s o l d more c a p a c i t y energy i n t o t h e market w i t h h i g h e r 

4 m a r g i n a l c o s t s , t h e n i n t h a t t y p e o f a market 

5 s t r u c t u r e , i t would t e n d t o i n c r e a s e t h e market 

6 p r i c e , b u t we need t o be c a r e f u l t h a t an I SO would be 

7 f o c u s i n g on s a l e s w i t h i n i t s own c o n t r o l area. 

8 I'm n o t sure how an ISO would handle a 

9 t r a n s a c t i o n t h a t would go i f - - say, we were t o 

10 assume f o r t h e moment t h a t ECAR were an ISO, and t h a t 

11 PJM were an ISO. 

12 I'm not sure t h a t , you know, i f , f o r example, 

13 Duquesne were making a s a l e t o PJM, and t h e r e f o r e 

14 r a i s i n g i t s p r i c e , I don't know t h a t t h a t 

15 s t r u c t u r a l l y t h e n would pay everybody e l s e s e r v i n g 

16 l o a d i n ECAR i n t h a t h i g h e r p r i c e . 

17 I don't know how t h a t would be s t r u c t u r e d . 

18 Q But i f t h a t were t o happen, would t h a t 

19 i n c r e a s e revenues t o a l 1 g e n e r a t o r s d u r i n g t h a t hour? 

20 MR. MOOT: Your Honor, he j u s t s a i d he d i d n ' t 

21 know t h e answer t o t h a t . 

22 I t i s asked and answered. 

23 MR. BERGER: W e l l , I t h i n k he was s i m p l y 

24 q u a l i f y i n g h i s answer. 

25 I don't t h i n k he s a i d he d i d n ' t know t h e 
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1 answer. 

2 JUDGE CORBETT: A l l r i g h t . We w i l l l e t t h e 

3 q u e s t i o n see i f t h e w i t n e s s u n d e r s t a n d s t h e 

4 d i s t i n c t i o n . 

5 A W e l l , l e t ' s -- l e t ' s v i e w i t w i t h i n 

6 t h e area t h a t , t h e c o n t r o l area o f an ISO. 

7 I f demand i n c r e a s e d w i t h i n t h e c o n t r o l area o f 

8 t h e ISO, and t h e r e f o r e more g e n e r a t i o n was d i s p a t c h e d 

9 t o serve t h a t l o a d w i t h i n t h e ISO, t h e e x p e c t a t i o n 

10 would be t h a t t h e revenue t o a l l p a r t i c i p a n t s would 

11 go up . 

12 Q Thank you. Can you t e l l me wh i c h 

13 i n d i v i d u a l s a t Duquesne are r e s p o n s i b l e f o r managing 

14 w h o l e s a l e power t r a n s a c t i o n s ? 

15 I s Mr. I r v i n one o f them? 

16 A Mr. I r v i n i s t h e p r i m a r y i n d i v i d u a l . At 

17 one t i m e , t h e r e was a d i s t i n c t i o n made between s h o r t 

18 ter m v e r s u s l o n g t e r m t r a n s a c t i o n s , and my 

19 p r e d e c e s s o r i n t h i s p o s i t i o n , Mr. Haduk, had 

20 r e s p o n s i b i l i t y f o r t h e 1ong- t e r m w h o l e s a l e , and Mr. 

21 I r v i n f o r t h e s h o r t t e r m . 

22 That 1 s become somewhat more b l u r r e d . 

23 Mr. I r v i n would be t h e p r i m a r y c o n t a c t f o r 

24 t h a t . 

25 Q And would you agree w i t h me t h a t Duquesne 
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1 e x p e c t s t h a t i f t h e merger i s consummated, p l a n n i n g 

2 and d i s p a t c h o f t h e Duquesne and A l l e g h e n y o r APS 

3 e l e c t r i c systems w i l l be done i n a more c o o r d i n a t e d 

4 f a s h i o n ? 

5 A A l t h o u g h I d o n 1 t p r o v i d e t e s t i m o n y t o the 

6 merger, i t would be re a s o n a b l e t o expect t h a t . 

7 Q Would you expect t h a t t h e r e would be 

8 r e d u c t i o n s i n c o s t s a s s o c i a t e d w i t h a n c i l l a r y 

9 s e r v i c e s as a r e s u l t of t h e merger? 

10 MR. MOOT: Your Honor, I know you w i l l 

11 o v e r r u l e t h i s , b u t I have t o o b j e c t , because t h i s i s 

12 a merger q u e s t i o n , and I don't even know whether Mr. 

13 K a r l i s i n t h e merger and t e s t i f y i n g on those t o p i c s . 

14 MR. BERGER: I w i l l w i t h d r a w t h e quest i o n . 

15 JUDGE CORBETT: Okay. 

16 BY MR. BERGER: 

17 Q Now, would you agree w i t h me t h a t a 

18 g e n e r a t o r would be w i l l i n g t o o p e r a t e o n l y i f I t were 

19 g u a r a n t e e d t o r e c o v e r a t l e a s t i t s v a r i a b l e o p e r a t i n g 

2 0 c o s t s over a g i v e n s t a r t / s t o p c y c l e ? 

21 A Not n e c e s s a r i l y . I t would depend upon t h e 

2 2 c o n t r a c t arrangements t h a t t h e y may have. 

23 They may be r e q u i r e d t o o p e r a t e i n t h a t manner 

24 and p o t e n t i a l l y not cover a l l o f t h e i r c o s t s i n t h a t 

25 c y c l e . 
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1 I n a d d i t i o n , you used t h e words "guaranteed t o 

2 r e c o v e r . " 

3 Nobody i n a compet i t i v e m a r k e t p l a c e i s 

4 g u a r a n t e e d a n y t h i n g , and y e t p e o ple make d e c i s i o n s 

5 e v e r y day. 

6 You know, when USAir schedules a f l i g h t from 

7 P i t t s b u r g h t o P h i l a d e l p h i a , t h e y have a b s o l u t e l y no 

8 g u a r a n t e e as t o whether t h a t f l i g h t i s g o i n g t o cover 

9 i t s c o s t s . They expect t h a t i t w i l l . 

10 At the same t i m e , t h e y may r u n t h a t f l i g h t a t 

11 a l o s s j u s t t o p o s i t i o n t h a t a i r c r a f t f o r subsequent 

12 use, so t h e r e may be reasons why a g e n e r a t o r may 

13 o p e r a t e a t a l o s s , as you d e s c r i b e d . 

14 Q Okay. W e l l , l e t ' s m o d i f y t h e q u e s t i o n , 

15 t h e n . 

16 I g n o r i n g f o r a moment f i x e d c o n t r a c t u a l 

17 o b l i g a t i o n s t h e g e n e r a t o r has, would you agree w i t h 

18 me t h a t i n g e n e r a l , a g e n e r a t o r would be w i l l i n g t o 

19 o p e r a t e o n l y i f i t were -- i f i t expect ed t o r e c o v e r 

20 a t l e a s t i t s a g r e e a b l e o p e r a t i n g c o s t s over t h e g i v e n 

21 s t a r t / s t o p c y c l e ? 

2 2 A V a r i a b l e o p e r a t i n g c o s t s t o i n c l u d e t h e 

2 3 i n c r e m e n t a l f u e l and t h e i n c r e m e n t a 1 v a r i a b l e O.&M, I 

24 would expect t h a t t h e y would o n l y want t o o p e r a t e i f 

2 5 t h e y e x p e c t e d t h a t t h e y would r e c o v e r .those c o s t s . 
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1 Q Thank you. Would you agree w i t h me t h a t 

2 t h e i n c r e m e n t a l heat r a t e i s t h e heat r a t e w h i c h i s 

3 r e q u i r e d t o change t h e o u t p u t o f t h e g e n e r a t o r f r o m 

4 one l o a d l e v e l t o a n o t h e r ? 

5 A Yes, I would agree w i t h t h a t . 

6 Q I n c r e m e n t a l heat r a t e does n o t r e f l e c t t he 

7 average amount o f heat i n p u t r e q u i r e d by the 

8 g e n e r a t o r a t any g i v e n l o a d l e v e l ? 

9 I s t h a t c o r r e c t ? 

10 A The i n c r e m e n t a l heat r a t e would o n l y 

11 r e f l e c t t h e i n c r e m e n t . 

12 What you are r e f e r r i n g t o would be t h e average 

13 heat r a t e . 

14 Q And would you agree w i t h me t h a t t h e 

15 i n c r e m e n t a l heat r a t e does n o t account f o r t h e f u e l 

16 r e q u i rement o r heat i n p u t neces s a r y f o r s t a r t - u p ? 

17 A I t would n o t . 

18 Q Now, i f a g e n e r a t i n g u n i t o ver a g i v e n 

19 s t a r t / s t o p c y c l e r e c e i v e d a p r i c e based upon i t s 

20 i n c r e m e n t a l heat r a t e , would t h a t u n i t r e c o v e r a l l o f 

21 i t s v a r i a b l e c o s t s i n c u r r e d over t h a t s t a r t / s t o p 

22 c y c l e ? 

23 A I f you want t o expand our d e f i n i t i o n o f 

24 " v a r i a b l e c o s t s , " t o i n c l u d e t h e s t a r t i n g and 

25 s t o p p i n g c o s t s --
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1 Q Yes. 

2 A -- i t would not n e c e s s a r i l y . 

3 Q W e l l , i t would not i f i t d i d n ' t i n c l u d e t h e 

4 c o s t o f s t a r t - u p ? 

5 I s t h a t c o r r e c t ? 

6 A That 1s c o r r e c t . 

7 Q Now, on t h e o t h e r hand, I t h i n k , as you 

8 i n d i c a t e d , t h e f u l l l o a d average heat r a t e d e s c r i b e s 

9 t h e average heat i n p u t r e q u i r e d by the g e n e r a t o r a t 

10 f u l l load? 

11 I s t h a t c o r r e c t ? 

12 A That's c o r r e c t . 

13 Q T h e f u l l l o a d average heat r a t e does not 

14 r e f l e c t t h e average amount o f heat i n p u t r e q u i r e d by 

15 the a t any l o a d l e v e l o t h e r t h a n t h e f u l l load? I s 

16 t h a t a l s o c o r r e c t ? 

17 A F u l l l o a d average? 

18 Q Yes. 

19 A That's c o r r e c t . 

20 Q Would you a l s o agree t h a t t h e f u l l l o a d 

21 average heat r a t e does n o t account f o r t h e heat i n p u t 

22 r e q u i r e d f o r the s t a r t - u p ? 

23 A The f u l l l o a d average would n o t . 

24 Q Now, i f a g e n e r a t i n g u n i t over a g i v e n 

25 s t a r t / s t o p c y c l e was o p e r a t e d a t p a r t l o a d , and 
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1 r e c e i v e d a p r i c e based on i t s f u l l l o a d average heat 

2 r a t e , would you agree w i t h me t h a t t h a t u n i t would 

3 n o t r e c o v e r a l l o f i t s v a r i a b l e c o s t s , i n c l u d i n g 

4 s t a r t - u p c o s t s i n c u r r e d o ver t h a t s t a r t / s t o p c i r c l e ? 

5 A l t might n o t . 

6 Q Would you agree w i t h me t h a t t h e as 

7 o p e r a t e d heat r a t e , as r e p o r t e d i n FERC Form 1, 

8 r e f l e c t s f u e l consumption a s s o c i a t e d w i t h s t a r t - u p 

9 c o s t s and any p a r t l o a d o p e r a t i o n ? 

10 A I t would c e r t a i n l y i n c l u d e t h e c o s t c f p a r t 

11 l o a d o p e r a t i o n . 

12 I don't know i f i t would i n c l u d e t h e s t a r t - u p 

13 c o s t s . 

14 I d o n 1 t know what t h e r u l e s are f o r 

15 d e t e r m i n i n g t h a t heat r a t e f o r FERC. 

16 Q Can you f i n d out? 

17 A I p r o b a b l y c o u l d . 

18 MR. BERGER: Okay. Can we make t h a t an 

19 o n - t h e - r e c o r d data r e q u e s t ? 

20 MR. MOOT: Yes, and j u s t i n case t h e r e i s a 

21 d i f f e r e n c e , a re you a s k i n g - -

22 MR. BERGER: Whether t h e --

2 3 MR. MOOT: I f t h e r e are i n t e r p r e t a t i o n 

24 d i f f e r e n c e s , are you a s k i n g o n l y f o r what Duque sne 

25 r e p o r t s , o r are you 
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MR. BERGER: Yes. 

2 MR. MOOT: -- a s k i n g i t b r o a d e r ? 

3 MR. BERGER: No. I am a s k i n g f o r what 

4 Duquesne r e p o r t s . 

5 BY MR. BERGER: 

6 Q Would you agree w i t h me t h a t i f a g e n e r a t o r 

7 were t o r e c e i v e , based on i t s a s - o p e r a t e d heat r a t e , 

i t would r e c o v e r a t l e a s t i t s v a r i a b l e o p e r a t i n g 

9 c o s t s , o r would t h a t answer depend upon what you 

10 d e t e r m i n e d f r o m r e v i e w i n g the FERC Form 1 d a t a 

11 r e q u i r e m e n t s ? 

12 A Would you r e s t a t e t h a t , please? 

13 Q Yes. My q u e s t i o n was: I f a g e n e r a t o r were 

14 t o r e c e i v e a p r i c e based on i t s a s - o p e r a t e d heat 

15 r a t e , i t would r e c o v e r a t l e a s t i t s v a r i a b l e 

16 o p e r a t i n g c o s t s ? 

17 I s t h a t c o r r e c t ? I s t h a t c o r r e c t ? 

18 A S u b j e c t t o what we f i n d out here? 

19 Q R i g h t . 

20 A So we w i l l s e t t h a t a s i d e --

21 Q R i g h t . 

22 A -- and as l o n g as the g e n e r a t o r o p e r a t e d a t 

23 a l e v e l o f o u t p u t , l e v e l o f u t i l i z a t i o n s i m i l a r t o 

24 t h a t which was r e p o r t e d i n t h a t d a t a y e a r , i t would 

25 be r e a s o n a b l e t o expect t h a t i t would r e c o v e r i t s 
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1 c o s t s . 

2 However, i f t h e m a r k e t p i a c e , you know, on a 

3 g o i n g f o r w a r d has i s , r e q u i r e s a u n i t t o o p e r a t e 

4 d i f f e r e n t l y , t h e n i t may n o t , because t h e heat r a t e 

5 i s a f u n c t i o n o f o u t p u t . 

6 A The f i r s t - -

7 Q I guess I am a l i t t l e c o n f u s e d . 

8 A Okay. The FERC Form 1 d a t a t h a t i s 

9 r e p o r t e d i s a h i s t o r i c a l r e p o r t . 

10 I t i s a r e p o r t -- you know, i f you were t o go 

11 t o t h e 1996 FERC Form 1, and l o o k a t t h e as - r e p o r t e d 

12 heat r a t e , you would see a c e r t a i n heat r a t e number. 

13 You know, i t would measure t h e heat i n p u t . 

14 B a s i c a l l y , t h e way t o view i t would be i t , t h e 

15 heat i n p u t d u r i n g t h a t y ear o f o p e r a t i o n d i v i d e d by 

16 t h e o u t p u t d u r i n g t h a t y ear o f o p e r a t i o n . 

17 Now, t y p i c a l l y , u n i t e f f i c i e n c y , because heat 

18 r a t e i s a measure o f e f f i c i e n c y , t h e e f f i c i e n c y o f a 

19 g e n e r a t o r v a r i e s as a f u n c t i o n o f i t s o u t p u t , and 

20 d i f f e r e n t t e c h n o l o g i e s v a r y d i f f e r e n t l y . 

21 For example, combustion t u r b i n e and combined 

22 c y c l e u n i t s o p e r a t e most e f f i c i e n t l y a t t h e i r peak 

23 l o a d p o i n t , and as soon as you s t a r t t o back them o f f 

24 v e r y f a r , t h e heat r a t e goes up d r a m a t i c a l l y , which 

25 means t h e e f f i c i e n c y drops d r a m a t i c a l l y . 
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1 W i t h c o a l p l a n t s , t y p i c a l l y t h e y w i l l o p e r a t e 

2 more e f f i c i e n t l y near t h e i r f u l l l o a d heat p o i n t , or 

3 near t h e i r f u l l l o a d p o i n t , b ut sometimes i t depends. 

4 on t h e d e s i g n of t h e i n d i v i d u a l c o a l u n i t s . 

5 Sometimes t h e u n i t a c t u a l l y becomes somewhat 

6 l e s s e f f i c i e n t as i t approaches f u l l l o a d , you know, 

7 i t s a c t u a l r a t e d f u l l l o a d , because t h e equipment i s 

8 b e i n g pushed h a r d e r , more i s e x p e c t e d o f i t , 

9 f r i c t i o n a l l o s s i s i n c r e a s e d , t h i n g s l i k e t h a t , so as 

10 l o n g as your payment i s based on i f you are g o i n g 

11 t o use t h e a s - o p e r a t e d heat r a t e t o base your payment 

12 t o t h e g e n e r a t o r , you would need t o b a s i c a l l y come 

13 back a f t e r t h e f a c t , and a f t e r t h e f a c t measure i t s 

14 a s - o p e r a t e d heat r a t e d u r i n g t h e p e r i o d i n q u e s t i o n , 

15 and r e i m b u r s e i t on t h a t b a s i s , b u t i t i s n o t 

16 n e c e s s a r i l y a good g u i d e on a p r o s p e c t i v e b a s i s as t o 

17 which g e n e r a t o r i s g o i n g t o be most e f f i c i e n t f o r a 

18 g i v e n l e v e l o f o u t p u t . 

19 Q And I t h i n k you addressed t h a t i s s u e i n 

2 0 r e b u t t a l t e s t i m o n y . 

21 A Yes. 

22 Q E a r l i e r , we t a l k e d about Duquesne's s a l e s 

23 f o r r e s a l e . 

24 Would Duquesne make f i r m s a l e s a t a p r i c e t h a t 

2 5 d i d not cover i t s c o s t s on each k i l o w a t t hour sold? 
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A Which c o s t ? 

2 Q I t s v a r i a b l e o p e r a t i n g c o s t s . 

3 MR. MOOT: Can I ask f o r c l a r i f i c a t i o n , 

4 whether you are t a l k i n g o ver a te r m o f a c o n t r a c t , or 

5 you meant t o i n f e r hour by hour? 

6 MR. BERGER: Agai n , l e t ' s i n c l u d e a f i x e d 

7 c o n t r a c t u a l o b l i g a t i o n . 

MR. MOOT: That was j u s t meaning a ti m e 

h o r i zon? 

10 A Yes, because t h e t i m e h o r i z o n i s i m p o r t a n t . 

11 I f you want t o l o o k a t i t on a h o u r l y b a s i s , you 

12 know, you c o u l d c e r t a i n l y see some hours where t h e 

13 u n i t m ight be o p e r a t i n g and n o t c o v e r i n g a l l o f i t s 

14 f i x e d c o s t s , o r a l l o f i t s c o s t s as we have def'ined 

15 h e r e , i t s i n c r e m e n t a l o r m a r g i n a l c o s t s , b u t i t c o u l d 

16 be t h a t t h e e x p e c t a t i o n i s t h a t -- w e l l , l e t ' s use an 

17 example. 

18 L e t ' s say t h a t i t i s a summer day, and t h e 

19 l o a d i s f a i r l y low a t t h e moment, b u t i t i s expected 

20 t h a t l a t e r on i n t h e a f t e r n o o n , i t i s g o i n g t o become 

21 v e r y h o t , and the a i r c o n d i t i o n i n g l o a d w i l l go up, 

22 and t h e r e w i l l be s u b s t a n t i a l demand. 

23 You have g o t a s i t u a t i o n s i m i l a r t o my a i r l i n e 

24 example, where you want to position a piece of 

25 equipment t o be i n a p o s i t i o n t o t a k e advantage o f an 
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1 e x p e c t e d - - an expect e d o p p o r t u n i t y i n t h e 

2 m a r k e t p l a c e , which would be t h e h i g h e r c o s t t h a t t h e 

3 u t i l i t y e x p e c t s o r not u t i l i t y -- t h e o p e r a t o r of 

4 the g e n e r a t i o n may expect t o o b t a i n l a t e r i n t h e 

5 a f t e r n o o n , so you may s t a r t t h a t u n i t and make a s a l e 

6 a t hour one t h a t doesn't n e c e s s a r i l y cover a l l those 

7 c o s t s , a g a i n i n t h e e x p e c t a t i o n t h a t t h e p r i c e s w i l l 

8 r i s e l a t e r i n the a f t e r n o o n , and you w i l l make more 

9 t h a n enough p r o f i t t o cover those c o s t s , b u t a g a i n 

10 i t , i s an e x p e c t a t i o n . 

11 I f - - u s i n g t h a t as an example, i f , f o r 

12 example, t h a t summer day i s humid, and a r a i n storm 

13 comes i n , we have seen t h e l o a d d r o p , j u s t i n 

14 Duquesne 1s s m a l l system, s e v e r a l hundred megawatts 

15 j u s t on a hot summer day when a s t o r m comes i n , so i n 

16 t h a t c i r c u m s t a n c e , d u r i n g t h a t s t a r t / s t o p c y c l e , i t 

17 may t u r n out t h a t , heck, you l o s t money, and t h a t 

18 even - - t h a t even a p p l i e s i n t o d a y ' s r e g u l a t e d 

19 market. 

20 I t w i l l a p p l y d o u b l y i n a c o m p e t i t i v e market. 

21 People make d e c i s i o n s based on e x p e c t a t i o n s . 

22 MR. BERGER: Okay. I don't t h a t ' s a l l t h e 

23 q u e s t i o n s I have. 

24 JUDGE CORBETT: Okay. 

25 MR. BERGER: Thank you, Mr. K a r l . 
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1 JUDGE CORBETT: Miss Jones, a c c o r d i n g t o t h e 

2 sch e d u l e , OSBA has no c r o s s f o r t h i s w i t n e s s . 

3 MS. JONES: That's c o r r e c t . Your Honor. 

4 JUDGE CORBETT: Mr. Americus, a c c o r d i n g t o the 

5 schedule, do you have any cross? 

6 MR. AMERICUS: No c r o s s , Your Honor. 

7 JUDGE CORBETT: A l l r i g h t . 

8 MR. BERGER: Miss Polacek? 

9 MS. POLACEK: Yes, Your Honor. Thank you. I 

10 do have a few q u e s t i o n s . 

11 CROSS EXAMINATION 

12 BY MS. POLACEK: 

13 Q I t t h i n k i t i s s t i l l m orning. Good 

14 morning. 

15 A I t h i n k i t i s . Good morning. 

16 Q My name i s Pam Polacek, and I r e p r e s e n t t h e 

17 Duquesne I n d u s t r i a l I n t e r v e n e r s , and I wanted t o take 

18 you back t o t h e i s s u e o f r e s e r v e m a r g i n s . 

19 A Okay. 

2 0 Q Now, i s i t c o r r e c t t h a t t h e company's 

21 p o s i t i o n i s t h a t t h e market s h o u l d d e t e r m i n e t h e 

2 2 a p p r o p r i a t e l e v e l o f g e n e r a t i n g r e s e r v e s i n the 

2 3 c o m p e t i t i v e market ? 

24 A Yes, i t i s . 

2 5 Q And the annual RFP t h a t Duquesne proposes 
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1 t o use t o s e t t h e g e n e r a t i o n c r e d i t , t h a t w i l l be 

2 s u p p o r t e d by t h a t c u r r e n t t w e l v e p e r c e n t r e s e r v e 

3 market, c o r r e c t ? 

4 A W e l l , I was here y e s t e r d a y when Mr. 

5 L a h t i n e n so k i n d l y handed t h a t q u e s t i o n t o me. 

6 Mr. I r v i n p r o b a b l y would have been b e t t e r , b ut 

7 I w i l l d e a l w i t h i t . 

8 The RFP was de s i g n e d i n such a way t h a t i t 

9 does n o t encumber Duquesne's e x i s t i n g p h y s i c a l 

10 a s s e t s . 

11 As Mr. M a r s h a l l has a l r e a d y t e s t i f i e d , i t i s 

12 t h e b e l i e f i n Duquesne's management t h a t t h e company, 

13 on a s t a n d a l o n e b a s i s , i s t o o s m a l l t o remain i n the 

14 g e n e r a t i o n b u s i n e s s , so i n d o i n g t h a t RFP, t h e 

15 company wanted t o be f r e e t o be a b l e t o s e l l a 

16 g e n e r a t i n g u n i t d u r i n g t h e term o f t h a t RFP, you 

17 know, w i t h o u t h a v i n g some problem o r d e f a u l t i n g on a 

18 c o n t r a c t , so we, t h e company and i t s r e p r e s e n t a t i v e s , 

19 as d i s c u s s e d i n t h e t e s t i m o n y o f Mr. L a h t i n e n and Mr. 

20 I r v i n , c o n t a c t e d a number o f m a r k e t e r s b a s i c a l l y t o 

21 f i n d o u t how t h e y f e l t about t h a t i s s u e , "How s h o u l d 

22 we d e a l w i t h t h a t i s s u e , " and t h e m a r k e t e r s expressed 

23 a b e l i e f t h a t what t h e y wanted was a f i n a n c i a l 

24 g u a r a n t e e , t h a t so l o n g as Duquesne was w i l l i n g t o 

25 f i n a n c i a l l y h o l d them harm l e s s , s h o u l d Duquesne f a i l 
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1 t o s e r v e , t h a t t h a t would i n no way encumber t h e i r 

2 b i d o r r e s u l t i n a l o w e r p r i c e , and u l t i m a t e l y , t h a t 

3 was what we were concerned about was t r y i n g t o d e s i g n 

4 an RFP t h a t would maximize t h e p r i c e . 

5 Now, as a p r a c t i c a l mat t e r , w i t h r e g a r d t o t h e 

6 r e s e r v e s t h a t w i l l s u p p o r t t h e RFPs, when t h a t power 

7 i s s o l d , i t w i l l be s o l d w i t h t h e r e s e r v e s t h a t go 

8 w i t h i t , so t o d ay, i f we were conduct i n g an RFP, and 

9 we were t o s e l l 100 megawatts i n t h e RFP, i t i s our 

10 b e l i e f t h a t t h a t RFP would a l s o i n c l u d e t h e i n s t a l l e d 

11 r e s e r v e s t h a t would go w i t h i t , t h a t would back t h a t 

12 up, and r i g h t o f f t h e t o p o f my head, I don't know 

13 what t h a t i n s t a l l e d r e s e r v e i s . 

14 I t i s -~ I b e l i e v e i t i s somewhat h i g h e r t h a n 

15 t w e l v e p e r c e n t , so as a p r a c t i c a l m a t t e r , yes, i t 

16 would be backed up by r e s e r v e s . 

17 I t would c e r t a i n l y be backed up by t h e s i x 

18 p e r c e n t , and Duquesne would make i t f i n a n c i a l l y f i r m 

19 f o r whoever wanted t o buy i t , so i n o t h e r words., i t 

2 0 would be as f i rm as what i s p r o v i d e d t o our n a t i v e 

21 l o a d customers. 

22 Q And am I c o r r e c t t h a t t h r o u g h t h e 

2 3 t r a n s i t i o n p e r i o d , Duquesne p l a n s t o m a i n t a i n 

2 4 e f f e c t i v e l y t h e t w e l v e p e r c e n t r e s e r v e ? 

2 5 A Duquesne has committed t o m a i n t a i n a t w e l v e 
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1 p e r c e n t r e s e r v e f o r i t s n a t i v e l o a d b u n d l e d 

2 customers, i t s c u r r e n t b u n d l e d customers, and f o r the 

3 -- i t w i l l m a i n t a i n t h a t r e s e r v e f o r customers 

4 c h o o s i n g b u n d l e d s e r v i c e , b u t t h e r e are a number o f 

5 ways t o meet the r e s e r v e r e q u i r e m e n t . 

6 One way i s i n s t a l l e d p h y s i c a l c a p a c i t y . 

7 The o t h e r way i s t h r o u g h c o n t r a c t purchases 

8 and o t h e r f i n a n e i a l means o f f i r m i n g i t up, so we 

9 w i l l m a i n t a i n t h e necessary r e s e r v e s t h a t we are 

10 committed t o f o r t h e customers c h o o s i n g b u n d l e d 

11 s e r v i c e and f o r the RFP, we w i l l ensure t h a t i t w i l l 

12 m a i n t a i n whatever l e v e l o f r e s e r v e s i s necessary f o r 

13 i t t o be c o n s i d e r e d f i r m . 

14 Q And am I c o r r e c t t h a t you w i l l m a i n t a i n 

15 those r e s e r v e s i n o r d e r t o ensure t h a t customers 

16 e n j o y I t h i n k t h i s i s your quote t h e 

17 t r a d i t i o n a l l y h i g h l e v e l s o f s e r v i c e r e l i a b i l i t y ? 

18 A That quote s p e c i f i c a l l y a p p l i e s t o those 

19 customers c h o o s i n g b u n d l e d s e r v i c e , and t h a t 

2 0 s t a t e m e n t i s c o r r e c t f o r those customers c h o o s i n g 

21 b u n d l e d s e r v i c e . 

22 Q I s i t r e a s o n a b l e t o e x p e c t t h a t a l t e r n a t i v e 

23 s u p p l i e r s would a l s o seek t o f u l f i l l t h e d e s i r e s o f 

2 4 many customers f o r t h e t r a d i t i o n a l l y h i g h l e v e l s o f 

2 5 s e r v i ce r e l i a b i l i t y ? 
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1 A I t would be r e a s o n a b l e t o expe c t t h a t new 

2 e n t r a n t s t o t h e market would seek t o t a i l o r t h e i r 

3 o f f e r i n g s t o the d e s i r e s o f t h e i r customers. 

4 R e l i a b i l i t y has t r a d i t i o n a l l y been d e f i n e d as 

5 one hundred p e r c e n t r e l i a b l e . 

6 The e l e c t r i c i t y i s always t h e r e , 

7 At t h e same t i m e , though, you know, i t i s 

8 b a s i c a l l y a one s i z e f i t s a l l p r o p o s i t i o n . 

9 The o n l y e x c e p t i o n t o t h a t t o d a y i s b a s i c a l l y 

10 t h e t y p e s o f customers t h a t you r e p r e s e n t , t h e 

11 i n d u s t r i a l companies, t h e l a r g e companies. 

12 They choose a lo w e r l e v e l o f r e l i a b i l i t y , 

13 because most o f them have g i v e n us i n t e r r u p t i b l e 

14 r i g h t s i n exchange f o r a lower p r i c e . 

15 S i m i l a r o f f e r s have never been made t o 

16 commercial customers, t o groups o f r e s i d e n t i a l 

17 customers, so we don't a t t h i s p o i n t know what l e v e l 

18 o f r e l i a b i l i t y , what l e v e l o f i n t e r r u p t a b i l i t y 

19 cus tomers are w i l l i n g t o a c c e p t . 

2 0 We may f i n d t h a t a r e s i d e n t i a l - - a group of 

21 r e s i d e n t i a l customers might welcome an i n t e r r u p t i b l e 

22 c o n t r a c t w i t h a b i g enough c r e d i t . 

23 You known, i t i s b a s i c a l l y an e x t e n s i o n o f 

24 demand t y p e management, so we d o n 1 t know a t t h i s 

25 p o i n t how t h e market w i l l e v o l v e , so we expect t h a t 
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1 p e o p le i n t h e m a r k e t p l a c e w i l l t a i l o r t h e i r o f f e r i n g s 

2 t o p r o v i d e customers what t h e y want, and what t h e y 

3 are w i l l i n g t o pay f o r . 

4 That w i l l r e s u l t i n a number o f p r i c e p o i n t s 

5 and a number o f d i f f e r e n t l e v e l s o f what we are 

6 c a l l i n g r e l i a b i l i t y , b u t t h a t w i l l f e a t u r e 

7 i n t e r r u p t a b i 1 i t y as r e l i a b i 1 i t y . 

8 Q Okay. Thank you, Mr. K a r l . I have no more 

9 quest i o n s . 

10 JUDGE CORBETT: Okay. Mr. Wiseman? 

11 MR. WISEMAN: I have no c r o s s . Your Honor. 

12 JUDGE CORBETT: Mr. Z i e l o n i s ? 

13 MR. ZIELONIS: No c r o s s . 

14 JUDGE CORBETT: A c c o r d i n g t o t h e sch e d u l e , you 

15 have none? 

16 MR. ZIELONIS: That's c o r r e c t , Your Honor. 

17 JUDGE CORBETT: Okay. Mr. Barak? 

18 MR. BARAK: I do have a c o u p l e o f q u e s t i o n s , 

19 Your Honor. 

20 JUDGE CORBETT: A l l r i g h t . 

21 CROSS EXAMINATION 

2 2 BY MR. BARAK: 

2 3 Q Good morning, Mr. K a r l . 

2 4 A Good morning. 

25 Q I am Al a n Barak. I r e p r e s e n t t h e 
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E n v i r o n m e n t a l i s t s . 

2 A Okay. 

3 Q Could you p l e a s e t u r n t o your r e b u t t a l , 

4 Page 5, L i n e 11? 

5 A Okay. 

6 Q You t e s t i f i e d t h e r e t h a t Duquesne has b u i l t 

7 h i g h n u c l e a r a v a i l a b i l i t y numbers i n t o i t s case, 

8 r e f e r e n c i n g a c e r t a i n a n a l y s i s . Do you r e c a l l t h a t 

9 t e s t i m o n y ? 

10 A Yes, I do. 

11 Q A l l o t h e r t h i n g s b e i n g e q u a l , t h e model 

12 runs t h a t were p a r t o f t h a t a n a l y s i s , what i s t h e 

13 e f f e c t o f i n c r e a s i n g n u c l e a r a v a i l a b i l i t y on p r i c e ? 

14 A We don't model p r i c e . I n our -- I am 

15 assuming you are r e f e r r i n g t o our mo d e l i n g r u n s . 

16 I n our r u n s , t h e p r i c e was o b t a i n e d f r o m t he 

17 f o r w a r d s a l e , and i t was c a l c u l a t e d an h o u r l y 

18 p r i c e was t h e n c a l c u l a t e d u s i n g our system Landa, so 

19 we a r e n 1 t c a l c u l a t i n g a market p r i c e u s i n g t h a t 

2 0 a v a i l a b i l i t y . 

21 Q W i t h r e s p e c t t o a p a r t y ' s -- s t r i k e t h a t . 

22 W i t h r e s p e c t t o someone a t t e m p t i n g t o examine 

23 your p l a n n i n g model runs and u n d e r s t a n d i n g t h e e f f e c t 

2 4 o f s u p p l y and demand on a f u t u r e market, a l l o t h e r 

25 t h i n g s b e i n g e q u a l , i f you i n c r e a s e t h e a v a i l a b i l i t y 
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1 o f y o u r n u c l e a r f a c i l i t i e s , t h a t s h o u l d have a 

2 d e p r e s s i n g e f f e c t on p r i c e -- i s t h a t r i g h t -- a l l 

3 o t h e r t h i n g s be i n g equal now? 

4 A Assuming t h a t c o s t i s a measure o f p r i c e , 

5 which we d o n 1 t n e c e s s a r i l y b e l i e v e i t i s , b u t t o t h e 

6 e x t e n t t h a t a l o w e r p r i c e d u n i t i s a v a i 1 a b l e more 

7 o f t e n , we would expect t h a t t h e p r i c e i n t h e 

8 m a r k e t p l a c e would have a tendency t o t r e n d l o w e r . 

9 Q And your n u c l e a r u n i t s , are t h e y l o w e r 

10 p r i c e d u n i t s , as you j u s t used t h e term? 

11 A Yes, t h e y a r e . 

12 Q Does Beaver V a l l e y f o l l o w load? 

13 A No, i t does n o t . 

14 Q And you d o n 1 1 model i t t o f o l l o w load? 

15 A I -- s p e c i f i c a l l y , I don't know. P r e c i s e l y 

16 I do n o t b e l i e v e t h a t we do. 

17 Q And you don't t h i n k t h a t you d i d here,, 

18 c o r r e c t ? 

19 A I n -my a n a l y s i s ? 

20 Q Yes. 

21 A I n t h i s a n a l y s i s here? A c t u a l l y , i n t h i s 

22 a n a l y s i s , i t may have been f r e e t o f o l l o w t h e market 

2 3 p r i c e . 

2 4 I d o n 1 t know s p e c i f i c a l l y . 

2 5 I do know t h a t t h e r e are minimum must r u n 
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1 r e q u i r e m e n t s i n t h a t model, so t o t h e e x t e n t t h a t we 

2 have g o t a must r u n r e q u i r e m e n t , i t w o u l d n ' t f o l l o w , 

3 b u t t h e p r i c e o f t h e n u c l e a r u n i t s i n t h i s a n a l y s i s 

4 was low enough t h a t I b e l i e v e , s ubj e c t t o 

5 v e r i f i c a t i o n , I b e l i e v e t h a t i f we were t o remove 

6 t h a t c o n s t r a i n t , t h e u n i t would e s s e n t i a l l y r u n a l l 

7 o f t h e t i m e anyway. 

8 Q Counsel f o r OCA asked you a q u e s t i o n about 

9 PJM and m a r g i n a l c o s t , and I wasn't c l e a r on your 

10 answer. 

11 I s i t your v i e w t h a t PJM uses more o i l and gas 

12 on t h e margin t h a n does ECAR? 

13 A I would - - yes. I would say n o t o n l y on 

14 t he margi n . 

15 They use -- I t h i n k t h e y even have some base 

16 l o a d o i l u n i t s over t h e r e . 

17 Q And the c o r r e s p o n d i n g s o r t o f m a r g i n a l f u e l 

18 f o r ECAR would be co a l ? 

19 I s t h a t what you were t r y i n g t o communicate 

20 e a r l i e r ? 

21 A For most most o f t h e hours i n the year, 

22 t h e m a r g i n a l f u e l f o r ECAR would be c o a l . 

2 3 There would be a few hours where t h e m a r g i n a l 

24 f u e l would be o i l . 

25 There are some o i l f i r e d c o m b u s t i o n t u r b i n e s 
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1 i n ECAR. We own some. 

2 They do sometimes r u n , so f o r some hours i t 

3 would be o i l , b ut most o f t h e t i m e i t would be c o a l . 

4 Q The i m p l i c a t i o n o f those two f u e l s as 

5 p r e d o m i n a t i n g a t t h e margin i s t h a t c o s t s would be 

6 h i g h e r a t t h e margin f o r PJM, a l l over t h i n g s b e i n g 

7 equal? 

8 I s t h a t r i g h t ? 

9 A That 1s c o r r e c t . 

10 Q And t h e i m p l i c a t i o n o f t h a t c o s t i n g 

11 i n c l u s i o n on p r i c e , a g a i n , a l l o t h e r t h i n g s b e i n g 

12 e q u a l , i s t h a t you would except p r i c e s t o be h i g h e r 

13 when your m a r g i n a l c o s t s are h i g h e r ? 

14 I s t h a t r i g h t ? 

15 A W i t h i n t h e c o n s t r a i n t s o f PJM -- and 

16 remember, I had d e s c r i b e d t h a t PJM e s s e n t i a l l y 

17 o p e r a t e s i n e f f e c t as an i s l a n d , and g i v e n t h a t t h e y 

18 do, you would t e n d t o see p r i c e s t h a t a re h i g h e r a t 

19 the margin i n PJM, because o f t h e f u e l t h a t t h e y use. 

2 0 On the o t h e r hand, i f t h e y were t o a l l o w 

21 g e n e r a t i o n i n ECAR t o s e l l d i r e c t l y i n t o t h e i r market 

2 2 w i t h o u t those c a p a c i t y p e n a l t i e s , I would expect t h a t 

23 t h e p r i c e s o f the u n i t o f - - I would exp e c t t h a t t h e 

2 4 PJM p r i c e would go down, i f ECAR and New York 

25 g e n e r a t i o n were a l l o w e d t o s e l l i n t o t h a t market 
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1 w i t h o u t p e n a l t y . 

2 Q When you model PJM, do you model t h a t as a 

3 s i n g l e , i f you w i l l , l i n e i t e m , o r a s i n g l e p o i n t , o r 

4 do you model each o f t h e p l a n t s i n PJM? 

5 A I don't model PJM. 

6 Q So f o r --

7 A I n o u r a n a l y s i s , we mode1 t h e market as an 

8 a g g r e g a t e . 

9 I t was a s i n g l e market a t t h e market p r i c e 

10 t h a t was a v a i l a b l e f o r us t o s e l l i n t o --

11 Q Your --

12 A -- and f o r us t o buy from . 

13 Q Your PROMOD a n a l y s i s , does i t model each o f 

14 Duquesne's p l a n t s s e p a r a t e l y ? 

15 A Yes, i t does. I t models each o f the u n i t s 

16 s e p a r a t e l y , a c t u a l l y . 

17 Q And does i t model each ECAR u n i t 

18 s e p a r a t e l y ? 

19 A No, i t does n o t . We don't model ECAR. 

2 0 Q And what you were t e 1 1 i n g me a moment ago 

21 i s - - w e l l , l e t me ask t h e q u e s t i o n a g a i n , so we are 

2 2 c1ear. 

2 3 Does i t model each PJM u n i t s e p a r a t e l y ? 

24 A Aga i n , we don't model PJM. 

25 Q S o i f w e w e r e t o b r i n g o ut a spread sheet 
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1 o f c e r t a i n PROMOD i n p u t s , and we were t r y i n g t o 

2 d e t e r m i n e what your u n i t s a r e , we would see l i n e 

3 i t e m s f o r a l l the Duquesne u n i t s , b u t f o r the balance 

4 o f ECAR, we would see a s i n g l e l i n e item? 

5 A What we would see -- you know, a g a i n , we 

6 a r e n ' t m o d e l i n g ECAR. 

7 We a r e n ' t m o d e l i n g PJM. 

8 We are mode1ing a m a r k e t p l a c e w i t h a market 

9 p r i c e l i n e , and what we would see i n t h a t case i n the 

10 model would be a l o t o f d a t a . 

11 What you would see i s an h o u r l y p r i c e f o r each 

12 hour o f t h e s t u d y p e r i o d f o r t h a t m a r k e t p l a c e . 

13 That m a r k e t p l a c e i s not d e f i n e d as b e i n g PJM 

14 o r ECAR. 

15 I t i s d e f i n e d as t h e market and t h e market 

16 p r i c e s t h a t were d e l i v e r e d by t h e f o r w a r d s a l e . 

17 Q Backing up from t h a t image t h a t we have 

18 c r e a t e d w i t h words here, t o get t o t h a t p o i n t , you 

19 have i n p u t s t h a t you have t o l d us r e f l e c t Duquesne 

20 u n i t s ? 

21 I s t h a t c o r r e c t ? 

22 A That's c o r r e c t . 

23 Q A l l r i g h t . So i f we were t o l o o k a t backup 

24 r e p r e s e n t a t i o n , t h a t backup r e p r e s e n t a t i o n , we would 

25 see l i n e i t e m s f o r Duquesne u n i t s , c o r r e c t ? 
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1 A That 1s c o r r e c t . 

2 Q Would we see a l i n e i t e m f o r PJM? 

3 A No, you would n o t . 

4 Q Would we see a l i n e i t e m f o r ECAR? 

5 A No, you would n o t . What you would see 

6 a g a i n i s a market p r i c e . 

7 Q Your d i r e c t t a l k s about c o n s t r a i n t s . You 

8 have used t h e word " c o n s t r a i n t " e a r l i e r i n c r o s s 

9 to d a y . 

10 The i n t e r f a c e between APS and PJM, would you 

11 c h a r a c t e r i z e t h a t t ransmi ss i o n i n t e r f a c e as 

12 c o n s t r a i n e d ? 

13 A W e l l , f i r s t I need t o q u a l i f y by s a y i n g 

14 t h a t I am not r e s p o n s i b l e f o r t r a n s m i s s i o n p l a n n i n g , 

15 so i t would be my o p i n i o n , and my o p i n i o n , based on 

16 our e x p e r i e n c e i n t h e GPU s a l e , i s t h a t t h e r e are 

17 some c o n s t r a i n t s on t h a t i n t e r f a c e . 

18 Some o f them are p h y s i c a l . 

19 Others o f them are c o n t r a c t u a l o r l e g a l , i f 

20 you w i l l , w h ich are a f u n c t i o n o f t h e r u l e s under 

21 w hich PJM o p e r a t e s . 

22 For example, i f you had a u n i t w hich was i n 

23 ECAR, not a member o f PJM, b u t were somehow s i t u a t e d 

24 d i r e c t l y on t h e b o r d e r , d i r e c t l y a c r o s s t h e b o r d e r 

2 5 f r o m a comparable u n i t , t h a t comparable u n i t b e i n g 
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1 w i t h i n PJM, t h e PJM u n i t would r u n , t h e ECAR u n i t 

2 would n o t , and i t would have n o t h i n g t o do w i t h 

3 e l e c t r i c a l l i m i t a t i o n s . 

4 I t would have t o do w i t h t h e p r o v i s i o n s under 

5 which PJM o p e r a t e s , so t h e r e a re -- t h e r e are 

6 c e r t a i n l y some u l t i m a t e p h y s i c a l l i m i t a t i o n s t o the 

7 f l o w o f e l e c t r i c i t y a c r o s s t h a t i n t e r f a c e . 

S I don't know what t h e y a r e , b ut i t i s 

9 i m p o r t a n t t o u n d e r s t a n d t h a t t h e r e a re a l s o 

10 o p e r a t i o n a l , l e g a l , c o n t r a c t u a l c o n s t r a i n t s t h a t are 

11 f u n c t i o n i n g t h e way PJM o p e r a t e s . 

12 Q Are t h e r e p h y s i c a l c o n s t r a i n t s between ECAR 

13 and O n t a r i o Hydro? 

14 MR. MOOT: Your Honor, I am g o i n g t o o b j e c t . 

15 The w i t n e s s has a l r e a d y e s t a b l i s h e d t h a t he i s not 

16 t h e p e r s o n i n Duquesne t h a t does t h i s , and i t i s not 

17 f a i r t o Duquesne, and i t i s not f r u i t f u l f o r t h e 

18 r e c o r d t o say t h a t " t h a t n o t w i t h s t a n d i n g , why d o n 1 1 

19 you g i v e us your b e s t guess?" 

20 T h i s i s not t h e way t h i s case works. 

21 MR. BARAK: Let me re p h r a s e t h e q u e s t i o n . 

2 2 BY MR. BARAK: 

23 Q For p l a n n i n g purposes and f o r r u n n i n g 

2 4 PROMOD 

25 A Okay. 
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1 Q - - do you model any t r a n s a c t i o n s between 

2 O n t a r i o Hydro and ECAR? 

3 A I n our PROMOD a n a l y s e s , we o n l y model 

4 Duquesne, and we - - and i n t h i s case, we model 

5 Duquesne and t h e m a r k e t p l a c e . 

6 The m a r k e t p l a c e was d e f i n e d by our f o r w a r d 

7 s a l e . 

8 We don't s p e c i f i c a l l y model t r a n s a c t i o n s 

9 between ECAR and anybody, f o r t h a t m a t t e r . 

10 On a r e s o u r c e p l a n b a s i s , we model Duquesne 

11 o n l y . 

12 I n g o i n g back s e v e r a l y e a r s , when we were 

13 l o o k i n g a t t h e GPU s a l e , we modeled Duquesne w i t h 

14 t h a t one s p e c i f i c i d e n t i f i e d s a l e , t h e s p e c i f i c and 

15 i d e n t i f i e d e x p e c t a t i o n s , c o n t r a c t u a l agreements, b ut 

16 we don 1 t mode1 o u t s i d e , you know. 

17 As d o i n g a d i s p a t c h a n a l y s i s , we d o n 1 t model 

18 o u t s i d e o f Duquesne. 

19 MR. MOOT: Can we go o f f t h e r e c o r d f o r j u s t a 

20 moment, i f you don't mind? 

21 JUDGE CORBETT: Sure. 

22 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

23 JUDGE CORBETT: Okay. We are back on t h e 

24 r e c o r d . 

2 5 BY MR. BARAK: 
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1 Q I s t h i s a c o r r e c t s t a t e m e n t , t h a t your 

2 a n a l y s i s o f market p r i c e does n o t e x p l i c i t l y account 

3 f o r t r a n s a c t i o n s between ECAR and O n t a r i o Hydro? 

4 A That would be a c o r r e c t s t a t e m e n t . 

5 Q I f I ask - - l e t me ask t h i s q u e s t i o n . I s 

6 t h i s a c o r r e c t s t a t e m e n t , t h a t y o u r market p r i c e 

7 a n a l y s i s does not i m p l i c i t l y account f o r t r a n s a c t i o n s 

8 between O n t a r i o Hydro and ECAR i m p l i c i t l y ? 

9 A l t would n o t , subj e c t t o , you know, what 

10 o t h e r c o n s t r a i n t s t h a t may e x i s t t h a t b i d d e r s may 

11 have had, and t o t h e e x t e n t t h a t a t r a n s a c t i o n 

12 between ECAR and O n t a r i o Hydro may have had some 

13 impact on t h e p r i c e t h a t t h e w i n n i n g b i d d e r gave us, 

14 n e g l e c t i n g t h a t f o r a moment, I would say t h a t i t 

15 w o u l d n 1 t have any e f f e c t . 

16 Q On Page 7 o f yo u r r e b u t t a l , L i n e 24, 

17 t h r o u g h Page 8 o f yo u r r e b u t t a l , l i n e two --

18 a c t u a l l y , i t s p r o b a b l y page s t r i k e t h a t . 

19 You are a d d r e s s i n g t h e r e t h e use o f a 1995 

2 0 l o a d shape, and t h e n l a t e r on i n t h e p a r a g r a p h on 

21 Page 8, you d i s c u s s Mr. F a l k e n b e r g and Mr. Smith 

22 r e s p e c t i v e l y l o o k i n g i n t o 195 o r '96 l o a d shapes. Do 

2 3 you r e c a l l t h a t t e s t i m o n y ? 

24 A Yes , s i r . 

25 Q Wi t h r e s p e c t t o t h e l o a d shapes t h a t t h e y 
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1 are l o c k i n g i n t o , you are r e f e r r i n g t o c u r v e s t h a t 

2 are g e n e r a t e d t h r o u g h t h e r u n o f a model? I s t h a t 

3 r i g h t ? 

4 A No. What I would be r e f e r r i n g t o would be 

5 the a c t u a l h i s t o r i c r e c o r d o f system l o a d on an 

6 h o u r l y b a s i s . 

7 I f you were t o go l o o k a t Duquesne 1s System 

8 O p e r a t i o n Department, you would f i n d a r e c o r d o f 

9 h o u r l y l o a d s f o r each y e a r . 

10 Those h o u r l y l o a d s make up the l o a d shape. 

11 That i s what we r e f e r t o as a " l o a d shape." 

12 Now, what t h e model ends up d o i n g t h e n i s , i t 

13 does a p r o c e s s s i m i l a r t o what I have d e s c r i b e d , i n 

14 g e n e r a t i n g o u r p r i c e shape. 

15 I t t a k e s t h a t , t h a t l o a d , and i t t u r n s i t i n t o 

16 some s o r t of an average -- I don't know t h e e x a c t 

17 a l g o r i t h m s i n s i d e o f the model -- and t h e n uses t h a t 

18 shape t o p r o j e c t f u t u r e h o u r l y l o a d s , so f o r example, 

19 i f i n J u l y o f 1995, t h e r e were, you know, j u s t f o r a 

20 number, two hundred hours i n t h a t month where t h e 

21 l o a d was a t a l e v e l o f some amount, a thousand 

22 megawatts, i t t u r n s t h a t i n t o b a s i c a l l y k i n d o f an 

2 3 average. 

24 Then when the l o a d f o r e c a s t g i v e s you t h e 

2 5 expect ed l o a d f o r t h e next y e a r , t h e f o r e c a s t c e n t e r 
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1 t y p i c a l l y g i v e s you t h e expect e d peak. 

2 The model t a k e s t h a t peak l o a d and t h a t l o a d 

3 shape and uses t h a t t o expand t h a t peak l o a d i n t o an 

4 h o u r l y e x p e c t e d l o a d , and t h a t i s what I am r e f e r r i n g 

5 t o as the " l o a d shape" i s t h e a c t u a l h i s t o r i c 

6 p a t t e r n , and the p a t t e r n t h a t you expect t o see i n 

7 t h e f u t u r e . 

8 Q I n your r e b u t t a l t e s t i m o n y , i t appears as 

9 though you are t r y i n g t o say i n p a r t , t h e r e i s a need 

10 t o n o r m a l i z e t h e l o a d shape f o r purposes o f t h e 

11 a n a l y s i s . 

12 I s t h i s a c o r r e c t concept t o a p p l y t h e r e ? 

13 A B a s i c a l l y , what I am s a y i n g i n t h i s 

14 t e s t i m o n y , i n p a r t i c u l a r i n t h i s r e b u t t a l t e s t i m o n y , 

15 i s t h a t t h e use o f t r a d i t i o n a l p r o d u c t i o n c o s t and 

16 a n a l y s i s t o o l s i s n o t a p p r o p r i a t e f o r p r e d i c t i n g 

17 market p r i c e s . 

18 You can use i t w i t h i n t h e c o n t e x t o f a 

19 r e g u l a t e d u t i l i t y t o develop a r e s o u r c e p l a n . 

20 You can go f o r w a r d and p l a n t o b u i l d u n i t s 

21 based on t h a t e x p e c t a t i o n , b u t i n t r y i n g t o use i t t o 

22 s e t a market p r i c e , t h e r e are a number o f problems, 

23 and some o f those problems i n c l u d e t h e p r o p e r l o a d 

24 shape. 

25 They i n c l u d e , you know, what l e v e l o f r e s e r v e s 
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1 p e o p le would except i n t h e f u t u r e . 

2 They i n c l u d e d i f f e r e n c e s i n i n f l a t i o n 

3 f o r e c a s t s which, you know, we - - i n d i s c o v e r y , i t has 

4 been, and i n t e s t i m o n y , i t has been p o i n t e d o u t , 

5 p a r t i c u l a r l y by HSS, t h a t t h e r e are s i g n i f i c a n t 

6 d i f f e r e n c e s between t h e i r f o r e c a s t s o f i n f l a t i o n and 

7 our f o r e c a s t s o f i n f l a t i o n . 

8 Those d i f f e r e n c e s - - and I am n o t s a y i n g t h a t 

9 one i s r i g h t or one i s wrong. 

10 You know, b o t h are s a l e s , and HSS used 

11 r e p u t a b l e f o r e c a s t i n g f i r m s . 

12 What I am s a y i n g i s t h a t t h o s e d i f f e r e n c e s i n 

13 f o r e c a s t s are g o i n g t o y i e l d v a s t l y d i f f e r e n t r e s u l t s 

14 i n d o i n g a market p r i c e a n a l y s i s , and what we are 

15 t r y i n g t o do here i s a s i n g l e p o i n t d e t e r m i n a t i o n of 

16 Duquesne's s t r a n d e d c o s t s , based on an e x p e c t e d 

17 f u t u r e market t h a t was developed u s i n g a model t h a t 

18 uses t h e b e st a v a i I a b l e i n p u t s , b u t t h e one t h i n g 

19 t h a t we can say about t h e b e s t a v a i l a b l e i n p u t s i s 

20 t h a t t h e y are not a c c u r a t e . 

21 I would t h i n k everybody would agree. 

22 Q Mr. K a r l , I r e a l l y do a p p r e c i a t e your 

23 l e n g t h y a t t e m p t 

24 A Sure. 

2 5 Q - - t o e x p l a i n y o u r p o s i t i o n , b u t r e a l l y , 
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1 c o u n s e l can r e d i r e c t you - -

2 A Oh, t h a t i s f i n e . 

3 Q and l e t ' s t r y t o f o c u s i t , and we w i l l 

4 g et you out o f here b e f o r e l u n c h , i f we can. 

5 I s t h i s a c o r r e c t s t a t e m e n t , t h a t your 

6 methodology, as w e l l as t h e methodology o f t h e two 

7 wi t n e s ses whose t e s t imony you d i s c u s s e d t h e r e , t a k e 

8 h i s t o r i c a l d a t a i n t h i s case, t a k e those d a t a t h a t 

9 g e n e r a t e a l o a d shape, and use i t t o p r o j e c t , i n your 

10 case, a market p r i c e ? 

11 I s t h a t r i g h t ? 

12 A We use --

13 Q Excuse me. I s t h a t a yes o r no, w i t h an 

14 e x p l a n a t i o n ? 

15 A No. I t i s a no, w i t h an e x p l a n a t i o n . 

16 Q L e t me t r y something e l s e , t h e n . 

17 A Okay. 

18 Q Your methodology r e s t s i n p a r t h i s t o r i c a l 

19 d a t a r e g a r d i n g t h e shape o f t h e l o a d on Duquesne's 

20 system? 

21 I s t h a t r i g h t ? 

22 MR. MOOT: I f I c o u l d ask f o r c l a r i f i c a t i o n 

23 j u s t as t o yo u r methodology f o r d o t dot d o t , i t may 

2 4 be i m p o r t a n t t o the w i t n e s s . 

2 5 MR. BARAK: Sure. L et me r e p h r a s e t h e 
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1 q u e s t i o n . 

2 BY MR. BARAK: 

3 Q Do you see the phrase t h a t you a u t h o r e d on 

4 Page 8 o f yo u r r e b u t t a l , l i n e s f o u r and f i v e -- quote 

5 - - " i f t h a t l o a d shape i s " - - quote - - " ' l o c k e d 

6 i n t o 1 " -- unquote -- "the a n a l y s i s and p r o j e c t e d 

7 f o r w a r d " -- unquote do you see t h a t ? 

8 A Yes. 

9 Q Do you r e c a l l t h a t ? 

10 A Yes. 

11 Q A l l r i g h t . With r e s p e c t t o t h a t f o c u s o f 

12 y o u r t e s t imony, you are address i n g t h e use of 

13 h i s t o r i c a l d a t a t o p r e d i c t something i n t h e f u t u r e ? 

14 I s t h a t c o r r e c t ? 

15 A That's c o r r e c t . 

16 Q Your method, you t h i n k , t a k e s more 

17 r e p r e s e n t a t i v e h i s t o r i c a l d a t a t o p r o j e c t t h a t f u t u r e 

18 d a t a p o i n t o r p o i n t s ? 

19 I s t h a t r i g h t ? 

20 A I n t h i s c a s e , we use, as we b e l i e v e t h e 

21 s t a t u t e d i r e c t s , we use 1996 known and measurable 

22 d a t a , so t o t h e e x t e n t t h a t o b v i o u s l y 1996 l o a d 

23 shapes are b o t h known and measurable, and t h e y a re 

24 a l s o h i s t o r i c a l d a t a , we use them, b u t we don't use 

25 them i n the same manner t h a t t h e s e w i t n e s s e s use 
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1 them. 

2 Q And your c r i t i c i s m i s i n p a r t t h a t t h e way 

3 you use h i s t o r i c a l d a t a t o p r e d i c t something i n the 

4 f u t u r e g i v e s you a b e t t e r p r e d i c t i o n t h a n t h e way 

5 t h e y use h i s t o r i c a l data? 

6 I s t h a t c o r r e c t ? 

7 A Yes or no, or no w i t h an e x p l a n a t i o n ? 

Q Any way you want t o e x p l a i n i s f i n e w i t h 

9 me. J u s t g i v e me a yes o r no f i r s t . 

10 A I n t h i s case, I would say no. Do you want 

11 t h e e x p l a n a t i o n ? 

12 Q Go ahead. 

13 A I n d o i n g an i n t e g r a t e d r e s o u r c e p l a n , we 

14 would use h i s t o r i c a l d a t a , n o r m a l i z e d i n t h i s 

15 p a r t i c u l a r i n s t a n c e , i n t h i s p a r t o f t h e t e s t imony 

16 c o r r e c t e d f o r weather, and we would use t h a t i n t h e 

17 development of a r e s o u r c e p l a n . 

18 That's a d i f f e r e n t purpose t h a n what these 

19 o t h e r w i t n e s s e s are u s i n g t h i s d a t a . 

20 Q I s i t y o u r t e s t i m o n y t h a t y o u r p r o j e c t i o n s 

21 o f market p r i c e do n o t r e l y on any h i s t o r i c a l 

22 i n f o r m a t i o n ? 

23 Yes o r no, w i t h an e x p l a n a t i o n , p l e a s e . 

2 4 A No, w i t h an e x p l a n a t i o n . 

25 Q Go ahead. 
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1 A The p r i c e l e v e l t h a t we use i n our a n a l y s i s 

2 was developed from t h e market f r o m a f o r w a r d s a l e . 

3 As Mr. S c h n i t z e r , I b e l i e v e , q u i t e a d e q u a t e l y 

4 t e s t i f i e d t o , i t was a market d e r i v e d p r i c e . 

5 Now, t h e s p e c i f i c h o u r l y p r i c e s t h a t we used 

6 i n our a n a l y s i s were d e r i v e d i n p a r t f r o m h i s t o r i c a l 

7 d a t a . 

8 The p a r t , t h e h i s t o r i c a l d a t a t h a t was used t o 

9 d e r i v e them was Duquesne's 1996 h o u r l y Landa, which 

10 i s our h o u r l y m a r g i n a l c o s t c u r v e which we use as a 

11 s u r r o g a t e f o r a market i n d e x , because i n our o p i n i o n , 

12 no o t h e r market i n d e x e x i s t s . 

13 We use t h a t h o u r l y m a r g i n a l c o s t c u r v e , which 

14 i s h i s t o r i c d a t a , t o g e t h e r w i t h t h e r e s u l t of t h e 

15 f o r w a r d s a l e t o c a l c u l a t e h o u r l y p r i c e s , so our 

16 p r i c e s are o n l y i n p a r t c a l c u l a t e d u s i n g h i s t o r i c 

17 d a t a . 

18 Q One of t h e j udgments t h a t you, as a 

19 p l a n n e r , have t o make i s how much o r how l i t t l e t h e 

20 c o n d i t i o n s t h a t g e n e r a t e d t h e h i s t o r i c a l d a t a w i l l 

21 t r a c k f o r w a r d i n t o y our p r e d i c t i o n o f something i n 

22 t h e f u t u r e ? 

23 I s t h a t r i g h t ? 

24 A That's c o r r e c t . 

25 Q Now, we have had o t h e r w i t n e s s e s m e n t i o n , 
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1 f o r i n s t a n c e , the r e c e n t i n t e r n a t i o n a l m e e t i n g i n 

2 Kyoto over g l o b a l warming. 

3 Were you here when those w i t n e s s e s mentioned 

4 t h a t ? 

5 A I d i d not hear t h a t s p e c i f i c --

6 Q L e t ' s assume t h a t t h e y d i d . A l l r i g h t ? 

7 The r e c o r d w i l l r e f l e c t t h a t . 

8 A That i s a r e a s o n a b l e a s s u m p t i o n . 

9 Q And you know g e n e r a l l y what the s e meet i n g s 

10 i n Kyoto were about? 

11 I s t h a t c o r r e c t ? 

12 A That's c o r r e c t . 

13 Q Assuming t h a t t h o s e meetings r e s u l t i n an 

14 American p o l i c y t o m i n i m i z e t h e e m i s s i o n o f gases 

15 t h a t c o n t r i b u t e t o g l o b a l warming, would we f i n d 

16 o u r s e l v e s i n the f u t u r e w i t h a c o n s t r a i n t on t h e 

17 o p e r a t i o n o f p l a n t s i n t h i s r e g i o n o f t h e c o u n t r y 

18 t h a t a re c o a l f i r e d p l a n t s , and f o r t h e purposes o f 

19 g e n e r a t i n g o r p r e d i c t i n g market d a t a , would t h e n 

20 s t a r t o p e r a t i n g l e s s e f f i c i e n t l y i n t h e f u t u r e t h a n 

21 h i s t o r i c a l d a t a would suggest ? 

22 MR. MOOT: O b j e c t i o n , Your Honor. We have a 

23 w i t n e s s , and h i s name i s Mr. Nelson, t h a t t e s t i f i e d 

24 e x p l i c i t l y t o t h e e n v i r o n m e n t a l r e q u i r e m e n t s and the 

25 c o s t impacts on t h e u n i t . 
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1 I t i s beyond t h e scope o f h i s t e s t i m o n y . 

2 MR. BARAK: I am a s k i n g a p l a n n i n g w i t n e s s a 

3 v e r y p o i n t e d q u e s t i o n t h a t r e l a t e s t o h i s c r i t i c i s m 

4 o f two o t h e r w i t n e s s e s ' a n a l y s e s , i n w h i c h we says, 

5 "Look, t h e y r e l i e d h i s t o r i c a l d a t a i n a wrong way," 

6 and he has e x p l a i n e d how i n p a r t t h o s e k i n d s o f 

7 a n a l y s e s , which y e a r s or year you l o o k a t f o r l o a d 

8 shape, a f f e c t s t h e f u t u r e . 

9 My p o i n t , Your Honor, i s t h a t as you c a r r y on 

10 any m o d e l i n g e x e r c i s e , as you c a r r y h i s t o r i c a l d a t a 

11 f o r w a r d i n t o t h e f u t u r e , t h e r e i s a d i s c o n n e c t . 

12 You ca n ' t account f o r new e v e n t s ; by 

13 d e f i n i t i o n , t h a t t h e y weren't t h e r e t o p i c k up i n t h e 

14 h i s t o r i c a l d a t a . 

15 My q u e s t i o n goes t o t h i s v e r y narrow i s s u e , 

16 which has g r e a t i m p l i c a t i o n s on t h e d i s p a t c h and the 

17 a b i l i t y t o p a r t i c i p a t e i n a market o f c o a l f i r e d 

18 f a c i l i t i e s i n ECAR. 

19 JUDGE CORBETT: To t h e e x t e n t i t bears upon 

2 0 t h e p i a n n i n g e x p e r t i se o f t h i s w i t n e s s , I w i l l a l l o w 

21 t h e q u e s t i o n . 

22 MR. MOOT: Your Honor, I a p p r e c i a t e t h a t , and 

23 I have a second and e q u a l l y i m p o r t a n t o b j e c t i o n i f we 

24 proceed. 

25 I o b j e c t t o Mr. Barak c o n t i n u i n g t o r e f e r 
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1 t o Mr. K a r l as a p l a n n e r and c o n t i n u i n g t o i n f e r i n 

2 h i s q u e s t i o n s t h a t he i s p r e d i c t i n g market p r i c e . 

3 He has s a i d t e n t i m e s t h a t he has not done 

4 t h a t , and i t i s making i t v e r y d i f f i c u l t f o r him t o 

5 answer t h e q u e s t i o n s . 

6 MR. BARAK: The q u e s t i o n s t a n d s --

7 MR. MOOT: F a i r enough. 

8 MR. BARAK: -- f o r what I asked t h e r e . 

9 Counsel may be i n f e r r i n g t h i n g s f r o m t h e q u e s t i o n 

10 t h a t may no t be i n i t , and t h e w i t n e s s ' s 

11 q u a l i f i c a t i o n s , i t was s t a t e d i n h i s d i r e c t t e s t i m o n y 

12 what t h e y a r e . 

13 JUDGE CORBETT: A l l r i g h t . 

14 BY MR. BARAK: 

15 Q Do you remember t h e q u e s t i o n ? 

16 A Pro b a b l y , b ut maybe you ought t o reask i t . 

17 Q l a m a f r a i d t o . I would r a t h e r have i t 

18 r e a d back, i f we c o u l d f i n d i t . 

19 A Okay. 

20 JUDGE CORBETT: L e t ' s see i f we can f i n d i t . 

21 MR. MOOT: I t i s c l e a r enough t o draw an 

22 obj e c t i o n . 

23 I t i s w o r t h r e a d i n g back. 

24 (Record read.) 

25 A As a p l a n n e r 
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1 Q Excuse me. Could you g i v e me a yes o r no, 

2 and t h e n p l e a s e go ahead and e x p l a i n y o u r answer. 

3 A W e l l , t h e n , i t would have t o be no, w i t h an 

4 e x p l a n a t i o n . 

5 To b e g i n w i t h , I suppose as a s i n c e we are 

6 a s k i n g my o p i n i o n as a r e p r e s e n t a t i v e o f Duquesne 1s 

7 P i a n n i n g Department, and my e x p e c t a t i o n o f f u t u r e 

8 e v e n t s , I guess I would have t o say f i r s t o f a l l t h a t 

9 I would except t h a t t h a t t r e a t y w o u l d n ' t s u r v i v e the 

10 U. S. Senate, and t h e r e f o r e won't be imposed. 

11 However, we w i l l assume f o r t h e moment t h a t 

12 some p r o v i s i o n l i k e t h a t i s imposed. 

13 As Mr. Nelson has t e s t i f i e d , t h a t c o u l d have 

14 some impact on f u t u r e c a p i t a l budgets a t o p e r a t i n g 

15 p l a n t s. 

16 I t c o u l d have some impact on t h e e f f i c i e n c y o f 

17 those u n i t s . 

18 I t may t e n d t o f a v o r o i l o r gas f i r e d 

19 f a c i l i t i e s . 

2 0 I t may. I t may have an impact on market 

21 p r i c e s . I t may have an impact on consumer b e h a v i o r . 

2 2 Any o f those e v e n t s may o c c u r . 

2 3 At t h i s p o i n t , i t i s i m p o s s i b l e t o say what 

2 4 t h o s e impacts w i l l be. 

25 You know, would - - you know, would i t r e s u l t 

HOLBERT ASSOCIATES 
(717) 540-9669 



941 

1 i n p l a n t shutdowns? 

2 Would i t r e s u l t i n c o n s t r u e t i o n o f d i f f e r e n t 

3 f a c i l i t i e s ? 

4 I t i s i m p o s s i b l e t o p r e d i c t t h a t a t t h i s 

5 p o i n t , and t h a t i s t h e reason why Duquesne opposes 

6 t h e use o f p r o d u c t i o n c o s t t e c h n i q u e s t o t r y and 

7 p r e d i c t t h e f u t u r e market p r i c e . 

8 I t i s v i r t u a l l y impos s i b l e , because t o b e g i n 

9 w i t h , p r i c e -- c o s t does not e q u a l p r i c e . 

10 There i s s u b s t a n t i a l u n c e r t a i n t y i n t h e 

11 f o r e c a s t . 

12 H e r e i s a n o t h e r 1arge u n c e r t a i n t y t h a t you 

13 have r e c o g n i z e d t h a t c o u l d c e r t a i n l y have an impact 

14 on f u t u r e p r i c e , and t h a t i s why we propose t o do 

15 annual s o l i c i t a t i o n s i n t h e f u t u r e , t o go out and 

16 d e t e r m i n e what t h a t market p r i c e a c t u a l l y i s . 

17 You know, I was i n the room f o r t e s t i m o n y , f o r 

18 c r o s s e x a m i n a t i o n o f Mr. L a h t i n e n , Mr. O'Brien, and 

19 you know, and we go down i n t o t h e l e v e l o f hundreds 

2 0 of thousands o f d o l l a r s as t o , you know, whatever i s 

21 a l l o c a t e d h e r e , a l l o c a t e d t h e r e . 

22 I t s h o u l d be apparent f r o m t h i s d i s c u s s i o n and 

23 f r o m my t e s t i m o n y t h a t t h e l e v e l o f u n c e r t a i n t y t h a t 

24 e x i s t s s i m p l y w i t h r e g a r d t o an i n f l a t i o n f o r e c a s t , 

25 l e t a l o n e a f u e l f o r e c a s t , l e t a l o n e something l i k e 
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1 t h i s , w o u l d have t o c a l l i n t o q u e s t i o n t h e use o f 

2 t h e s e t e c h n i q u e s t o p r e d i c t t h e f u t u r e m a r k e t p r i c e , 

3 and t h a t i s why we went w i t h a m a r k e t b a s e d a p p r o a c h 

4 MR. BARAK: I am v i r t u a l l y done. 
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BY MR. BARAK: 

Q And j u s t as a c l a r i f i c a t i o n on the use of your 

term made, i n the beginning of your l a s t statement when you 

said i t may do t h i s or i t may do t h a t , because of your 

knowledge of the e f f e c t of t h i s s o r t of g l o b a l warming 

issue on heat r a t e s , p l a n t e f f i c i e n c i e s and so f o r t h , d i d 

you mean there t h a t i t may have a tendency t o increase 

costs? 

A I t may. 

Q Thank you. These a l l I have. Your Honor? 

JUDGE CORBETT: Okay, Mr. Stewart? 

MR. STEWART: Very b r i e f l y . Your Honor. 

BY MR. STEWART: 

Q I believe i n response t o a question posed by Mr. 

Berger s t a t e d t h a t load serving e n t i t i e s w i l l be r e q u i r e d 

t o maintain or at l e a s t i n your o p i n i o n he would be l i k e l y 

t o be r e q u i r e d t o maintain 6 percent operating reserve 

margin? 

A The operating reserve c o r r e c t . 

Q Just a c l a r i f i c a t i o n , , would t h a t be t r u e 

regardless of where the u n d e r l y i n g source of the energy 

was, say the purchase was made outside of ECAR and 

d e l i v e r e d i n t o ECAR, would t h a t 6 percent s t i l l apply? I f 

you know. I mean, i f you don't know --
A That's a good question. I would suspect t h a t 
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1 ECAR would r e q u i r e people serving load w i t h i n ECAR t o 

2 maintain t h a t spinning reserve. That would be my, or t h a t 

3 op e r a t i n g reserve. That would be my guess. You know, I 

4 don't know w i t h c e r t a i n t y , t h a t they would, but I would 

5 expect t h a t they would. And there has been there have 

6 been some questions i n discovery t h a t they t a l k about 

7 whether or not people serving load i n ECAR should be 

8 r e q u i r e d t o j o i n ECAR. But i t would be my expectation t h a t 

9 yes, they would be requi r e d . 

10 Q Would you expect t h a t requirement would be, 

11 wouldn't increase i f the source was locat e d outside of 

12 ECAR? 

13 A I mean, i f you want me t o render an op i n i o n . I f 

14 not --

15 Q No --

16 A I don't know the. 

17 MR. MOOT: I ob j e c t , again. We are again asking him 

18 t o say w e l l , we know you are not the witness. We know Mr. 

19 I r v i n i s . Can you give us your best guess. I t ' s not f a i r 

2 0 t o Duqriesne. I t ' s not f a i r t o the witness. I don't care 

21 i f he can give us h i s best guess. I t ' s not r i g h t . 

22 MR. STEWART: I ' l l withdraw the question. . Thank 

23 you. I have nothing f u r t h e r . 

24 JUDGE CORBETT: Mr. C l e a r f i e l d ? 

25 MR. CLEARFIELD: No, Your Honor. 
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JUDGE CORBETT: Mr. Rubin? 

MR. RUBIN: Thank you. Your Honor. Good afternoon, 

Mr. K a r l . 

THE WITNESS: I t i s afternoon. 

MR. RUBIN: I t i s afternoon. 

THE WITNESS: But not by much. 

BY MR. RUBIN: 

Q I n your r e b u t t a l testimony, on pages 19 through 

22, I ' l l give you a second t o get ther e . 

A Okay. 

Q You discuss some transmission issues associated 

w i t h the El Rama p l a n t . F i r s t would I be c o r r e c t t h a t i n 

your opinion, c l o s i n g the El Rama p l a n t today would cause 

problems w i t h the r e l i a b i l i t y of e l e c t r i c s e r vice t o a 

p o r t i o n of Duquesne's service t e r r i t o r y ? 

A That would be a good assumption. 

Q Now, on page 20, I guess on l i n e 8, you s t a t e 

t h a t E l Rama serves as the f i r s t contingency i n Duquesne's 

transmission planning i n t h a t p o r t i o n of Duquesne's 

system. Can you t e l l us what t h i s term f i r s t contingency 

means i n t h i s context? 

A I ' l l give you my understanding on i t because as I 

have said, I am not a transmission planner. This i s a 

transmission issue. But i t ' s my understanding t h a t when 

the transmission planners go out and analyze the 
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1 transmission system, again, r e l i a b i l i t y i s one of the key 

2 th i n g s t h a t they are concerned w i t h . 

3 I n t h i s case, i t ' s the l i a b i l i t y associated w i t h the 

4 a b i l i t y t o d e l i v e r power wherever i t ' s generated. So what 

5 t h e y ' l l do i s t h e y ' l l look a t p o t e n t i a l problems t h a t could 

6 occur. A problem might be a u n i t t r i p p i n g o f f l i n e . I t 

7 might be the f a i l u r e of a transformer. I t might be the 

8 f a i l u r e of a l i n e . I t could be any one of those t h i n g s . 

9 And i t ' s my understanding t h a t the transmission 

10 planners view El Rama, c a l l i n g i t a f i r s t contingency, view 

11 i t as the f i r s t c r i t i c a l i n c i d e n t t h a t could a f f e c t 

12 r e l i a b i l i t y . That would be my own understanding. 

13 Q I n -- he mean, can we t a l k about i t as j u s t i n 

14 layman's terms, the f i r s t l i n e of defense or the f i r s t --

15 A That would be f i n e . 

16 Q Okay. I n your testimony, you discuss several 

17 ways t h a t Duquesne could replace El Rama as t h i s f i r s t l i n e 

18 of defense. 

19 A That's r i g h t . 

2 0 Q Have you estimated the cost of t a k i n g any of 

21 those actions? 

22 A No, we have not at t h i s time. 

23 Q Have you estimated the amount of the time t h a t i t 

24 would take t o have any of these replacements i n service? 

25 A The only estimate t h a t I give was, again; a best 
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1 guess, as t o how longs i t would take f o r the transmission 

2 l i n e o p t i o n . Because t h a t ' s look l i e be the longest. But 

3 no, we haven't r e a l l y i d e n t i f i e d any time frame f o r going 

4 ther e . 

5 Q And on the transmission l i n e options you sai d a t 

6 l e a s t f o u r t o f i v e years? 

7 A Based on our experience w i t h the GPU attempted 

8 sale, yes. I t would be at l e a s t t h a t . 

9 Q Okay. And j u s t so I am sure I understand your 

10 testimony, i t i s your recommendation t h a t E l Rama should 

11 not be closed u n t i l something i s done t o make sure t h a t 

12 Duquesne's transmission system would be r e l i a b l e . 

13 MR. BARAK: I am going t o interpose an o b j e c t i o n 

14 against f r i e n d l y cross. I do so r e l u c t a n t l y . But I t h i n k 

15 I understand counsel's p o s i t i o n . And e f f e c t i v e l y what he's 

16 t r y i n g t o do i s t r y i n g t o b o l s t e r the witness' testimony 

17 and t h a t r e a l l y could and should have been done i n the 

18 witness' d i r e c t and r e b u t t a l . 

19 JUDGE CORBETT: Mr. Rubin, sounds l i k e f r i e n d l y 

2 0 cross t o me many. 

21 MR. RUBIN: Well, I ' l l move on, then. 

22 JUDGE CORBETT: Okay. 

23 MR. RUBIN: Sorry. 

24 BY MR. RUBIN: 

25 Q Mr. K a r l , would there be s i m i l a r problems w i t h 
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1 the r e l i a b i l i t y of Duquesne's transmission system i f the El 

2 Rama p l a n t s e x i s t e d but i t were no longer under the c o n t r o l 

3 of Duquesne L i g h t Company? 

4 A So long as i t was operated w i t h regard t o 

5 s t a b i l i t y of the transmission system, so long as i t were 

6 s t i l l o perating, then the concern would not be there . 

7 Q For example, i f Duquesne d i d not c o n t r o l the 

8 outage schedule at t h a t p l a n t , could not dis p a t c h the 

9 p l a n t , do not even ensure t h a t the p l a n t would operate a t 

10 a l l , could you continue t o r e l y on El Rama as t h i s f i r s t 

11 l i n e of defense w i t h the transmission system? 

12 A Well, as I said, I i t would have t o be operated 

13 w i t h regard t o transmission c o n s t r a i n t s . For example, i f 

14 the u n i t were t o be sold, because I t h i n k t h a t ' s -- i t 

15 sounds l i k e what we are g e t t i n g towards, i f the u n i t were 

16 t o be sol d t o another e n t i t y t o own and operate the u n i t , 

17 you know, i t ' s p o s s i b l e we could create some s o r t of 

18 c o n t r a c t u a l o b l i g a t i o n t o coordinate maintenance scheduling 

19 i f t h a t were requ i r e d . 

20 We could also, there would also be a e s s e n t i a l l y a 

21 p r i c e s i g n a l s i m i l a r t o what e x i s t s today. I t would be 

22 u n l i k e l y , f o r example t h a t somebody would take an outage at 

23 El Rama durin g the summer time. 

24 Because t h a t ' s when the high p r i c e s e x i s t t h a t 

25 create an i n c e n t i v e f o r an operator t o keep t h a t p l a n t on 
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1 l i n e d u r i n g t h a t p e r i o d of time. So i t ' s p o s s i b l e t h a t , 

2 you know, were the u n i t t o be operated by somebody else, we 

3 could continue t o r e l y on i t . 

4 Q And i t ' s also p o s s i b l e , depending on the nature 

5 of t h a t sale, t h a t you could not continue t o r e l y on i t ? 

6 A To the extent t h a t t h a t sale would create a 

7 s i t u a t i o n where the p l a n t would not be able t o continue t o 

8 operate, f o r some reason, i f , f o r example, i t were s o l d t o 

9 someone who j u s t wanted t o buy i t t o shut i t down. 

10 And i f we d i d n ' t put the types of c o n t r a c t 

11 p r o v i s i o n s i n there t h a t are t a l k e d about t o p r o t e c t the 

12 transmission system, then i n t h a t case, i t could go 

13 Q Well, f o r example, i f Duquesne no longer owns the 

14 p l a n t , and the new owner goes bankrupt, or j u s t decides 

15 t h a t i t would r a t h e r not have t h a t p l a n t operating f o r 

16 whatever reason, then you'd have a p o t e n t i a l transmission 

17 problem, wouldn't you? 

18 A There would be a p o t e n t i a l problem i n t h a t case 

19 i f Duquesne had no other recourse. 

20 Q H y p o t h e t i c a l l y , i f Duquesne were considering the 

21 sale of El Rama, would you recommend t h a t these 

22 transmission system issues be very c l o s e l y examined before 

2 3 any sale was consummated? 

24 A Well, i n the testimony of Mr. Marshall --

25 Q I j u s t -- I'm sorry. 
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A He describes --

Q Before we get i n t o what another witness said, I 

am asking you, i n your opinion, i f Duquesne were 

contemplating the sale of the p l a n t , there's a h y p o t h e t i c a l 

-- should i t examine these kinds of transmission issues 

before i t make the sale? I t h i n k t h a t ' s a yes or no 

question. 

A That would be a p a r t of any study t h a t would be 

conducted p r i o r t o the recommendation t h a t we execute a 

sale. 

Q Mr. K a r l , i n your discussion of the ways t h a t 

Duquesne could ensure the r e l i a b i l i t y of i t s system without 

El Rama, you mentioned several options t h a t i n v o l v e the 

i n s t a l l a t i o n or r e l o c a t i o n of generating u n i t s . I s t h a t 

r i g h t ? 

A That i s c o r r e c t . 

Q So these options assume t h a t Duquesne remains 

generation business, don't they? 

A Well, not nec e s s a r i l y . You know, f o r example, 

the one example gives the p o t e n t i a l , and those options 

l i s t e d are j u s t p o t e n t i a l . They have not been 

i n v e s t i g a t e d . They have not been costed. 

They have not been evaluated, but i t would be 

pos s i b l e i n the example where I t a l k about r e l o c a t i n g 

Cheswick Units 2 and 3 or Brunot I s l a n d i t would be 
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1 p o s s i b l e , I suppose, t h a t we could s e l l those u n i t s t o 

2 someone f o r the i n s t a l l a t i o n a t the E l Rama su b s t a t i o n . 

3 So we wouldn't n e c e s s a r i l y be i n the transmission 

4 business f o r those -- or i n the generation business, excuse 

5 me, f o r some of those options t o occur. 

6 Q Okay. But again, i f you were r e l y i n g on somebody 

7 else's generation t o provide the support f o r your 

8 transmission system, then you would have t o make sure t h a t 

9 the transmission issues were very c a r e f u l l y evaluated and 

10 t h a t Duquesne would have some recourse i f a u n i t were 

11 closed or 

12 A That's c o r r e c t . Again, as we move t o an 

13 independent system operator k i n d of a fo r e c a s t , t h a t ISO i s 

14 going t o be very concerned w i t h those types of issues and 

15 i n contemplating a sale, we would have t o be concerned w i t h 

16 those issues. 

17 Q And t o the best of your knowledge, have those 

18 issues been f u l l y evaluated a t t h i s point? 

19 A At t h i s p o i n t c l e a r l y they have not. 

20 Q I f , h y p o t h e t i c a l l y , Duquesne determined t h a t i t 

21 d i d not want t o own any generating u n i t s and also 

22 h y p o t h e t i c a l l y , t h a t i t was u n w i l l i n g t o r i s k the 

23 r e l i a b i l i t y of i t s transmission system on generation owned 

24 by someone else, then would the only o p t i o n l e f t from your 

25 testimony be the c o n s t r u c t i o n of a new transmission l i n e 
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1 and making some very s u b s t a n t i a l m o d i f i c a t i o n s a t El Rama 

2 substation? 

3 A Well, the i f , given the i f t h a t you had there, i f 

4 we d i d not want t o r e l y on generation operated by somebody 

5 else, i f t h a t were a given -- which w e ' l l make t h a t 

6 assumption, you know -- then the answer t o your question 

7 would be yes. 

8 Q And t h a t ' s -- I'm sor r y . Have you conducted a 

9 s i m i l a r type of review of the transmission issues t h a t 

10 might a r i s e from the closure of the Cheswick pla n t ? 

11 A We d i d n ' t even go i n t o as much d e t a i l w i t h 

12 Cheswick as we d i d w i t h E l Rama. The reason being t h a t 

13 Cheswick i s c l e a r l y more economic t o operate than E l Rama 

14 and t h e r e f o r e , i s less l i k e l y t o be shut down. 

15 There was some very l i m i t e d discussion as t o w e l l , 

16 would we contemplate a shutdown or a closure or ceasing of 

17 o p e r a t i o n of both E l Rama and Cheswick? Would i t be El 

18 Rama or Cheswick and we j u s t s a i d no, a t the moment, w e ' l l 

19 j u s t focus on El Rama only. 

20 Q I n your opinion, would i t be important t o know 

21 whether the r e l i a b i l i t y of Duquesne's system would be 

22 compromised before any de c i s i o n were made about the sale or 

23 closure of Cheswick? 

24 A Yes. 

25 MR. RUBIN: Thank you. That's a l l I have,. Your 
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1 Honor. 

2 JUDGE CORBETT: A l l r i g h t . I s there anyone t h a t I 

3 have not c a l l e d who wishes t o cross examine t h i s witness? 

4 MR. CLEARFIELD: Your Honor, you had c a l l e d me but 

5 upon r e f l e c t i o n , I be l i e v e there's a few questions I ' d l i k e 

6 i f ask f o r c l a r i f i c a t i o n i f I could ask your indulgence 

7 d u l l . 

8 JUDGE CORBETT: Okay. Come forward. 

9 MR. CLEARFIELD: I t should only take a second. I am 

10 sorry, Mr. K a r l . 

11 BY MR. CLEARFIELD: 

12 Q I want t o make sure I understand some of your 

13 answers w i t h respect t o your understanding of the ECAR 

14 reserve requirement and I want t o t r y t o get a t i t t h i s 

15 way. 

16 I t h i n k you t a l k e d about the f a c t t h a t i n PJM, would 

17 I be r i g h t or do you know whether I am r i g h t t h a t a 

18 load-serving e n t i t y i n PJM i s re q u i r e d t o maintain or have 

19 an 18 percent reserve requirement i n a d d i t i o n t o the amount 

20 of load t h a t i t intends t o serve? 

21 A That i s my understanding of the PJM 

22 requirements. I don't want t o say t h a t I am an expert on 

2 3 PJM. 

24 Q I understand. But my understanding i t -- now. 
25 Do you know whether ECAR has a s i m i l a r requirement f o r load 
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serving e n t i t i e s i n ECAR, t h a t i s d e l i v e r i n g s e r ving load 

i n ECAR? 

A The 18 percent was reserve of PJM i s i n s t a l l e d 

p lanning type reserve and t o my knowledge, ECAR has no 

comparable requirement. 

Q Now, do you know, -- i f a load-serving e n t i t y was 

req u i r e d t o become a member of ECAR, would t h a t load-

serving e n t i t y then have such a reserve requirement? 

A When you say reserve requirement, are t a l k i n g 

p lanning reserve or operating reserve? 

Q Planning reserve? 

A I t i s my understanding of ECAR t h a t they would 

have no planning reserve requirement. They would have an 

operating reserve requirement. The 6 percent reserve. 

Q The 6 percent? 

A That we t a l k e d about e a r l i e r . 

Q There i s no, as f a r as you know, no comparable 

planning reserve requirement f o r the 18 percent i n PJM? 

A To my knowledge, there i s none. 

Q And Duquesne has no planning reserve requirement 

a t t h i s time t h a t i t i s imposing on any load serving e n t i t y 

p lanning t o serve load i n i t s service t e r r i t o r y . 

MR. MOOT: Objection, Your Honor. That i s beyond 

the scope of h i s testimony. I know the answer t o t h a t . I f 

I t h i n k i t might be -- he can answer 
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MR. CLEARFIELD: I f you know. 

JUDGE CORBETT: I s there an o b j e c t i o n or i s n ' t there 

an o b j e c t i o n . 

MR. MOOT: I f he knows a b s o l u t e l y f o r c e r t a i n , I 

don't have an o b j e c t i o n . We don't want guesses because 

there's an answer. 

THE WITNESS: I don't know. 

JUDGE CORBETT: Okay. 

MR. CLEARFIELD: Thank you Mr. K a r l . Thank you, Mr. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 Moot. 

11 MR. BERGER: I have a couple follow-up questions. 

12 JUDGE CORBETT: Okay. 

13 BY MR. BERGER: 

14 Q With respect t o Mr. Stewart's questions t o you 

15 and now Mr. C l e a r f i e l d ' s concerning the operating reserve 

16 requirement of 6 percent i n ECAR, I t h i n k you had i n d i c a t e d 

17 t h a t ECAR would r e q u i r e t h a t those load serving e n t i t i e s 

18 meet t h a t requirement out of t h e i r own generation? 

19 MR. MOOT: Objection. Each time t h i s has come up I 

2 0 w i l l interpose the same o b j e c t i o n I d i d t o Mr. Stewart's. 

21 This i s back t o Mr. I r v i n ' s testimony. He t a l k s about t h i s 

22 issue. 

2 3 MR. BERGER: He answered the questions e a r l i e r t h a t 

24 they could o b t a i n the requirements from purchased power and 

25 I am j u s t t r y i n g t o determine whether i t ' s modifying h i s 

HOLBERT ASSOCIATES 
(717) 540-9669 



956 

1 testimony i n t h a t respect I t h i n k t h a t ' s a f a i r question. 

2 MR. MOOT: He gave h i s explanation and my o b j e c t i o n 

3 would be unless he knows f o r c e r t a i n , I object t o 

4 spe c u l a t i o n because i t ' s i n the testimony of another 

5 witness. 

6 JUDGE CORBETT: Okay. Objection i s ove r r u l e d . I f 

7 the witness knows. 

8 THE WITNESS: With c e r t a i n t y , I don't know. I t 

9 BY MR. BERGER: 

10 Q Let me ask you t h i s . Do you know whether your 

11 a s s e r t i o n e a r l i e r -- and I am mistakenly conveying what I 

12 understood, please c o r r e c t i t -- do you know whether your 

13 a s s e r t i o n e a r l i e r t h a t they could, t h a t the load serving 

14 e n t i t y could u t i l i z e power purchased outside of ECAR t o 

15 meet the operating reserve requirement? 

16 Are you modifying your testimony i n t h a t respect? 

17 A Well, t o begin w i t h , I t h i n k we were t a l k i n g 

18 about a load serving e n t i t y t h a t i s a member of ECAR. Or 

19 i f we d i d n ' t e x p l i c i t l y say t h a t , t h a t would be what I 

20 meant. The a c t u a l ECAR requirement t o my knowledge, and I 

21 b e l i e v e I sai d e a r l i e r , had some s o r t of p o s i t i o n a l 

22 requirement and by t h a t I mean t h a t I t h i n k , and again we 

23 are i n t o speculation, I t h i n k there's some requirement f o r 

24 i t t o be i n ECAR, but again, Mr. I r v i n has already covered 

25 i n h i s testimony. 
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1 Q Okay. But you woiild agree w i t h me t h a t you are 

2 modifying what you sai d e a r l i e r ? 

3 MR. MOOT: Objection. Your Honor, I have want t h a t 

4 read back. 

5 JUDGE CORBETT: I t h i n k the t r a n s c r i p t w i l l speak 

6 f o r i t s e l f . Let's move on. 

7 MR. BERGER: Just one 

8 BY MR. BERGER: 

9 Q Just one other question. Mr. Rubin asked you 

10 some questions concerning planning f o r E l Rama and what you 

11 might do under numerous scenarios w i t h t h a t p l a n t and w i t h 

12 the addressing transmission c o n s t r a i n t s i n t h a t p l a n t . 

13 To the extent t h a t -- w e l l , i n r e c o g n i t i o n of the 

14 f a c t t h a t t h a t p l a n t had a retirement date of I be l i e v e 

15 2006, does the company have any s p e c i f i c plans a t t h i s 

16 time, w i t h respect t o the replacement of t h a t or . 

17 s u b s t i t u t i o n of the capacity needed i n t h a t area? 

18 A We have no s p e c i f i c plans w i t h regard t o the ' 

19 replacement of El Rama as contemplated i n our case. 

2 0 Q And when would the company a c t u a l l y begin 

21 planning, given t h a t retirement date, t o e i t h e r replace, 

22 l i f e extend, address these transmission c o n s t r a i n t s or 

23 wherever i t would need t o do t o deal w i t h those issues? 

24 A I t would have t o be several years p r i o r t o t h a t . 

25 S p e c i f i c a l l y , you know, whether i t ' s f o u r or f i v e or s i x , I 
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1 don't know. I t would have t o be i n advance of t h a t date. 

2 Q Well, i t could be one or two years hence, 

3 b a s i c a l l y ? I am sorry, two t o f i v e years hence? 

4 A I t could be. 

5 MR. BERGER: Thank you. That's a l l I have. Thank 

6 you. 

7 JUDGE CORBETT: I s there any other p a r t y t h a t I have 

8 not c a l l e d who wishes t o cross examine t h i s witness. 

9 (No response.) 

10 JUDGE CORBETT: Okay. Mr. Moot, do you have 

11 r e d i r e c t ? 

12 MR. MOOT: I f y o u ' l l give me a moment. Your Honor. 

13 JUDGE CORBETT: Or we could take t h i s up a f t e r lunch 

14 break. 

15 • MR. MOOT: I t ' s not going t o take but 30 seconds. 

16 (Pause.) 

17 MR. MOOT: Because i t r e l a t e s t o an o b j e c t i o n t h a t 

18 was overruled, I would normally do t h i s as a p r o f f e r of 

19 evidence. This i s k i n d of unusual because the evidence i s , 

20 as I have been saying i s already i n the record so I t h i n k 

21 i t ' s probably more p r o f i t a b l e and f a i r on r e d i r e c t . 

22 REDIRECT EXAMINATION 

23 BY MR. MOOT: 

24 Q I would ask -- l e t the record r e f l e c t I am 

25 handing the witness Duquesne's Statement Number 7 which i s 
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1 e n t i t l e d the d i r e c t testimony of Robert A. I r v i n and I am 

2 showing him page 14 and I w i l l ask him t o read i n t o the 

3 record l i n e s 9 through l i n e s 20 i n t h e i r e n t i r e t y . 

4 A Okay. S t a r t s out by saying Operating Reserves, 

5 Spinning and Supplemental. The other two services are 

6 d i f f e r e n t types of operating reserves. Spinning reserve 

7 service and supplemental reserve service as described by 

8 FERC, operating reserve i s e x t r a generation t o serve load 

9 increase w i t h an unbundled event such as loss of generation 

10 h e l d f o r operating reserve should be lo c a t e d near the load, 

11 t y p i c a l l y i n the same c o n t r o l area. Order Number 888 at 

12 214. 

13 Duquesne w i l l o f f e r these services t o customers a t 

14 cost based r a t e s as req u i r e d by Order Number 888 and w i l l 

15 a l l o w e l e c t r i c s u p p l i e r s t o o f f e r t h e i r services t o the 

16 extent they are p e r m i t t e d t o do so under ECAR r u l e s . At 

17 present, ECAR requires t h a t spinning reserve be provided 

18 one the c o n t r o l area but does not impose the same 

19 requirement on supplemental reserve. 

20 Duquesne w i l l comply w i t h t h i s ECAR r u l e and w i l l 

21 provide spinning reserve service t o a l l customers w i t h i n 

22 the c o n t r o l area and w i l l a l l o w e l e c t r i c s u p p l i e r s t o o f f e r 

2 3 supplemental reserves. 
24 MR. MOOT: Thank you, Your Honor I have no other 

25 questions. 
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1 JUDGE CORBETT: Any recross? 

2 (No response.) 

3 JUDGE 'CORBETT: A l l r i g h t . Apparently no one has 

4 recross. Thank you very much, Mr. K a r l , and you are 

5 excused. We w i l l take a recess u n t i l 1:30. 

6 (Whereupon, a t 12:28 p.m., the hearing recessed, t o 

7 reconvene at 1:30 p.m., the same day.) 

8 AFTERNOON SESSION 

9 JUDGE CORBETT: Okay. We are back on the record. 

10 And Mr. Moot, your next witness. 
11 MR. MOOT: Your Honor, the next witness i s Joseph P 

12 Flynn, J r . 

13 JUDGE CORBETT: A l l r i g h t . Mr. Flynn, would you 

14 r a i s e your r i g h t hand and be sworn. 

15 JOSEPH P. FLYNN, JR., c a l l e d as a witness, having 

16 been duly sworn, was examined and t e s t i f i e d as follows: 

17 JUDGE CORBETT: Please have a seat and would you 

18 give your f u l l name t o the Court Reporter, please. 

19 THE WITNESS: Joseph P as Peter -- Flynn, 

20 F-l-y-n-n, J r . 

21 JUDGE CORBETT: Okay. Mr. Moot? 

22 MR. MOOT: Good afternoon, Mr. Flynn. 

23 THE WITNESS: Mr. Moot? 

24 DIRECT EXAMINATION 

25 BY MR. MOOT: 
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1 Q Did you submit r e b u t t a l testimony i n t h i s case? 

2 A Yes, I d i d . 

3 Q Do you have any co r r e c t i o n s t o t h a t testimony? 

4 A No, I don't. 

5 Q I s t h a t testimony t r u e and accurate t o the best 

6 of your knowledge, i n f o r m a t i o n and b e l i e f ? 

7 A Yes, i t i s . 

8 MR. MOOT: Before I hand t o the r e p o r t e r , I would 

9 note. Your Honor, t h a t t h i s i s the only witness f o r 

10 Duquesne who j u s t has r e b u t t a l and so there i s no o r i g i n a l 

11 statement. 

12 JUDGE CORBETT: A l l r i g h t . 

13 MR. MOOT: I am handing t o the r e p o r t e r two copies 

14 of Mr. Flynn's testimony and e x h i b i t . Statement Number 14-R 

15 and move them i n t o evidence subject t o motions. 

16 JUDGE CORBETT: A l l r i g h t . They w i l l be so 

17 admitted. 

18 (Duquesne Statement No. 14-R was produced and 
marked for i d e n t i f i c a t i o n and admitted i n 

19 evidence.) 

2 0 JUDGE CORBETT: Any re j o i n d e r ? 

21 MR. MOOT: No, Your Honor. 

22 JUDGE CORBETT: Ms. M e l i l l o , do you have any cross 

23 on behalf the OTS? 

24 MS. MELILLO: I have a few questions. Your Honor. 

25 JUDGE CORBETT: A l l r i g h t . 
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1 MS. MELILLO: Good afternoon, Mr. Flynn. 

2 THE WITNESS: Good afternoon. 

3 CROSS EXAMINATION 

4 BY MS. MELILLO: 

5 Q Mr. Flynn, i s the company's p r e f e r r e d approach t o 

6 c o l l e c t i n g the u n i v e r s a l service costs and energy 

7 conservation costs on a per k i l o w a t t hour basis? 

8 A A f t e r determining the r a t e t o be charmed i t 

9 becomes per k i l o w a t t hour. 

10 Q And when you say a f t e r determining the r a t e t o be 

11 charged -- s t r i k e t h a t . Let my ask t h i s question f i r s t . 

12 I f you are c o l l e c t i n g these costs at on a per k i l o w a t t hour 

13 basis would i t then be c o r r e c t t h a t what higher user of 

14 e l e c t r i c i t y would pay more than a lower user of 

15 e l e c t r i c i t y ? 

16 A Wi t h i n a r a t e class t h a t would be t r u e . 

17 Q Am I c o r r e c t t h a t Duquesne proposes t o a l l o c a t e 

18 the u n i v e r s a l service and energy conservation costs w i t h i n 

19 a r a t e class based on d i s t r i b u t i o n a l l o c a t i o n ? 

20 A Yes. 

21 Q Could you please t u r n t o your e x h i b i t JPF-1, page 

22 9 and 10. 

2 3 A Okay. 

24 Q Do you see, there, the se c t i o n headed cost 

25 recovery and i t continues on t o the next page w i t h a 
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table? 

A Yes, I do. 

Q Could you please e x p l a i n your methodology f o r 

a l l o c a t i n g the d i s t r i b u t i o n cost of each r a t e class and 

then how you use t h i s a l l o c a t i o n t o develop a per k i l o w a t t 

hour charge f o r each r a t e class? 

A We determined the t o t a l u n i v e r s a l service toss 

costs which as i n the e x h i b i t i s $12,275 m i l l i o n . We 

d i s t r i b u t e d t h a t across the various r a t e classes i n the 

same manner t h a t we a l l o c a t e d i s t r i b u t i o n t o those r a t e 

classes, d i s t r i b u t i o n costs t o those r a t e classes. 

We then took the k i l o w a t t - h o u r s t h a t had been used 

and I b e l i e v e the base year was 1996 i n each r a t e class 

d i v i d e d the amount of money which would could t o t h a t r a t e 

class and came t o the charge per k i l o w a t t hour. 

Q Was the data, the und e r l y i n g data used t o develop 

t h a t schedule shown on pages 9 and 10 of your e x h i b i t , i s 

t h a t data i n t h i s f i l i n g somewhere? 

A I t ' s not i n my testimony. I do not know whether 

i t ' s elsewhere i n the f i l i n g . I t was gathered from our 

rat e s department. 

Q Could I make an on the record data request f o r 

the data u n d e r l y i n g t h a t f i l i n g or. I am sorry, data 

u n d e r l y i n g the d e r i v a t i o n of t h a t table? 

MR. MOOT: Yes. 
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1 BY MS. MELILLO: 

2 Q Mr. Flynn, i n your view, what i s the r e l a t i o n s h i p 

3 between d i s t r i b u t i o n costs and u n i v e r s a l service and energy 

4 conservation costs which caused you t o propose or caused 

5 Duquesne t o propose an a l l o c a t i o n of these costs on an 

6 a l l o c a t e d d i s t r i b u t i o n cost basis? 

7 A I t i s candidly an area i n which I am not 

8 s u f f i c i e n t l y f a m i l i a r t o even have an opin i o n . 

9 Q Thank you. 

10 A When I made the request t h i s was t h i s was how i t 

11 was proceeded. 

12 Q Would there be another person then t h a t could 

13 t e l l me why the d e c i s i o n was made t o a l l o c a t e the costs on 

14 t h i s basis? 

15 A The answer would be yes. 

16 Q Who i s that? 

17 A I don't know whether i t ' s the contact I had or 

18 h i s boss, e i t h e r Mr. Lahtinen or B i l l Pfrommer, 

19 P-f-r-o-m-m-e-r, w i t h whom I was working. 

20 Q At t h i s p o i n t I ' d l i k e t o make another on the 

21 record data request f o r the reason t h a t the company decided 

22 t o a l l o c a t e i t s u n i v e r s a l service and energy conservation 

23 costs i n t h i s manner. Reflect i n t h i s maybe manner. 

24 MR. MOOT: May I address the witness? 

25 JUDGE CORBETT: Yes. 
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MR. MOOT: Do you understand the question 

s u f f i c i e n t l y t o convey i t t o the company. 

THE WITNESS: I t h i n k I can take i t back t o B i l l . 

MR. MOOT: F a i r enough. 

5 MS. MELILLO: That's a l l I have. Thank you, Mr. 

6 Flynn. 

7 THE WITNESS: You are welcome. 

8 JUDGE CORBETT: Who w i l l cross on behalf of OCA. 

9 Ms. Sifontes? 

10 MS. SIFONTES: Yes, Your Honor. 

11 MS. SIFONTES: Good afternoon, Mr. Flynn. 

12 THE WITNESS: Good afternoon. 

13 MS. SIFONTES: F i r s t of a l l , I ' d l i k e t o . Your 

14 Honor, I ' d l i k e t o have marked as OCA Cross Exam E x h i b i t 4 

15 the company's response t o OCA i n t e r r o g a t o r y Set Number 5, 

16 Number 24. 

17 JUDGE CORBETT: A l l r i g h t . Give two t o the Court 

18 Reporter. 

19 (OCA Cross Examination Exhibit No. 4 was produced 
and marked for id e n t i f i c a t i o n . ) 

20 

21 BY MS. SIFONTES: 

22 Q Mr. Flynn, could you j u s t take a moment t o look 

23 over t h a t . 

24 (Pause.) 

25 Q Have you had an opportunity to review that? 
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1 A Yes. 

2 Q Let me ask you about t h i s i n t e r r o g a t o r y . Mr. 

3 Hoffmann responded t o us. The question was f o r the company 

4 t o provide the schedule of the annual costs t o Duquesne of 

5 the programs now referenced as u n i v e r s a l service programs 

6 f o r each of the l a s t f i v e years. I s t h a t what t h a t says? 

7 A That 1s c o r r e c t . 

8 Q I s t h a t what i s contained i n t h i s document? 

9 A Yes, i t i s . 

10 Q And you are able t o v e r i f y i t ? 

11 A Yes. 

12 Q Okay. Thank you. On t o other matters," Mr. 

13 Flynn. I n Duquesne's November 3, u n i v e r s a l service p l a n i t 

14 c i t e s the company w i l l modify e l i g i b i l i t y requirements and 

15 a d m i n i s t r a t i v e p r i n c i p l e s as we continue t o l e a r n from our 

16 implementation expense and v a l u a t i o n s , quote unquote. 

17 Does the company propose t o make such changes 

18 without p r i o r n o t i c e t o any p a r t y , without p r i o r n o t i c e t o 

19 the Commission and without advance approval of the 

20 Commission or i t s s t a f f . 

21 MR. MOOT: Objection, Your Honor; compound 

22 question. I ' d appreciate i f i t could be broken down. 

23 BY MS. SIFONTES: 

24 Q Okay. Does the company propose t o make such 

25 changes without prior notice to any party? 
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A We would have t o n o t i f y the Public U t i l i t y 

Commission of the change. So of course, not. 

Q So you would give n o t i c e t o the Commission? 

A Correct. 

Q Would you a n t i c i p a t e t h a t you would have t o have 

approval from the Commission? 

A I t 1 s my understanding t h a t wherever we would head 

w i t h these proposals we would be going back t o the 

Commission f o r review and approval, yes. 

Q Would you also n o t i f y the p a r t i e s t h a t are 

in v o l v e d i n t h i s matter? 

A I f i t ' s a l e g a l requirement, I presume so. I 

don't know t h a t i t ' s a l e g a l requirement. Our contact, 

again, would be w i t h the Public U t i l i t y Commission. 

Q I s t h a t f o r every 'change t h a t you make t o these 

plans? 

A I don't know t h a t I can answer t h a t simply. We 

have not t r a d i t i o n a l l y made any changes though any of our 

e x i s t i n g programs without contact or discussion w i t h the 

s t a f f of the Commission. 

Q Are there c e r t a i n --my question i s are there 

c e r t a i n types of changes t h a t you would make t h a t o f f the 

top of your head you don't t h i n k you would need Commission 

approval f o r ? 

A I imagine we could change a data base. We could 
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1 change an agency t o be used. We could change our l e t t e r s 

2 t o customers without p r i o r approval. But I don't t h i n k 

3 anything s u b s t a n t i a l as t o the a c t u a l implementation of the 

4 program would be done without t h e i r approval. 

5 Q That's f i n e . Thank you, Mr. Flynn. Do you not 

6 agree t h a t the terminology makes reference t o experimental 

7 t r y o u t of a program? 

8 A I ' l l accept t h a t d e f i n i t i o n . 

9 Q Okay. And do you agree t h a t your CAP p i l o t has 

10 been i n t e n t i o n a l l y l i m i t e d i n scope so as t o t r y out the 

11 CAP before deciding t o implement i t f u r t h e r ? 

12 A I t h i n k i t says i t was l i m i t e d t o the g u i d e l i n e s 

13 provided by the Commission. The i n t e n t would be t o 

14 determine how best t o implement a l a r g e r program. 

15 Q Do you agree w i t h one of the l i m i t a t i o n i n the 

16 p i l o t has been the l i m i t a t i o n on the number of 

17 p a r t i c i p a n t s ? 

18 A I might not chara c t e r i z e i t as a l i m i t a t i o n . I t 

19 was an enrollment t a r g e t which may change. 

2 0 Q Have you turned away customers from the CAP 

21 program because of the l i m i t a t i o n of the number of 

22 customers? 

23 A Recently, we have. 

24 Q Now, t u r n i n g t o the t o p i c the LIURP, would you 
25 agree t h a t i n some months f o r a customer who does less than 
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12 5 percent of the average r e s i d e n t i a l amount of 

e l e c t r i c i t y there's a cost e f f e c t i v e p o t e n t i a l f o r energy 

savings? 

A Yes. 

Q And i s i t your view t h a t e l i g i b i l i t y f o r a 

program t h a t may reduce a customer's e l e c t r i c b i l l , w r i t e 

o f f an arrearage and i s predicated on breaking a payment 

arrangement, t h a t customers can be encouraged t o break 

t h e i r payment arrangement i n order t o q u a l i f y ? 

A As you p o s i t e d , some might. I don't know t h a t I 

would agree w i t h t h a t t o t a l l y . 

MS. SIFONTES: Okay. Thank you. Nothing f u r t h e r . 

Your Honor. 

JUDGE CORBETT: A l l r i g h t . Ms. Jones, does the OSBA 

have any cross. 

MS. JONES: Yes, Your Honor. Thank you. 

JUDGE CORBETT: Okay. 

MS. JONES: Good afternoon, Mr. Flynn. 

THE WITNESS: Good afternoon. 

BY MS. JONES: 

Q OSBA has n o t i c e d p r e v i o u s l y from the testimony of 

the i n t e r v e n o r s t h a t there i s some confusion as t o how the 

company method of charging and c o l l e c t i n g u n i v e r s a l service 

charges, so b a s i c a l l y what I am t r y i n g t o do i s c l e a r up 

t h a t confusion. And I am going t o be t a k i n g up the l i n e of 

HOLBERT ASSOCIATES 
(717) 540-9669 



970 

1 questioning t h a t Ms. M e l i l l o had f o r OTS. 

2 She had asked about the p r e f e r r e d method and I 

3 b e l i e v e t h a t you answer i n your what i s c a l l e d your 

4 r e b u t t a l testimony on page 25 the f i r s t two l i n e s . 

5 A I have i t . 

6 Q Do you have that? 

7 A Yes. 

8 Q And would you agree t h a t t h a t i s a d e s c r i p t i o n of 

9 your p r e f e r r e d method? Or the company's p r e f e r r e d method? 

10 A Lines 1 and 2 describe what we p r e f e r , yes. 

11 Q Okay. Now, i s the company's proposed u n i v e r s a l 

12 service charge r e f l e c t i v e of the r a t e treatments t h a t the 

13 u n i v e r s a l service programs received i n the company's l a s t 

14 base r a t e proceeding? 

15 A Because I know CAP i s not i n the l a s t r a t e base 

16 proceeding, I be l i e v e the answer t o your question i s no. 

17 Q Okay. Let's exclude CAP. 

18 A I know t h a t the LIURP funding was i n the l a s t 

19 r a t e base or the l a s t r a t e case. I bel i e v e t h a t the 

2 0 hardship fund a d m i n i s t r a t i o n money i s a corporate 

21 c o n t r i b u t i o n . I would doubt t h a t CARES and consumer c r e d i t 

22 counseling CARES. Maybe I shouldn't say t h a t . I don't 

23 t h i n k they would have been i n the r a t e base. 

24 Q Okay. So CARES and consumer counseling, you are 
25 not sure? 
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1 A Right. 

2 Q But you don't t h i n k so? 

3 A I don't t h i n k so. The c o l l e c t i o n costs and the 

4 w r i t e o f f s , I be l i e v e , would have been p a r t of a r a t e case. 

5 Q I am sorry. C o l l e c t i o n costs? 

6 A And the low income w r i t e o f f . The w r i t e o f f s 

7 g e n e r a l l y would have been p a r t of a r a t e case. 

8 Q Okay. I am not sure i f t h i s i s the same request, 

9 data request as Ms. M e l i l l o made. I guess what we would be 

10 i n t e r e s t e d i n i s f o r the company t o i d e n t i f y the t o t a l 

11 amount of u n i v e r s a l service costs by number t h a t Mr. 

12 Lahtinen had provided i n h i s JAL-1 e x h i b i t and t h a t 

13 b a s i c a l l y i s the accounts by the FERC numbers. I s t h a t 

14 p o s s i b l e or i s t h a t -- can you do that? Can you provide 

15 t h a t t o us? 

16 A I don't b e l i e v e we can provide i t . I t h i n k we 

17 had attempted t o determine i t but we have not been 

18 successful t o the best of my knowledge and t h a t ' s one of 

19 the reasons we a l l o c a t e d the d i s t r i b u t i o n costs. I am l e d 

20 t o b e l i e v e t h a t approximately $9 m i l l i o n i s a t t r i b u t a b l e t o 

21 f o u r of the r a t e classes c l e a r l y but I haven't seen t h a t 

22 e i t h e r or the r e s i d e n t i a l and then the general small and 

23 medium. 

24 Q So --
25 A Others are not i n --
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1 Q So RS, RA, GS, GM? 

2 A RS, RA, GS slash GM i s where the 8.7 m i l l i o n , say 

3 approximately nine m i l l i o n can be found. The other i s not 

4 as d i r e c t l y v i s i b l e or i d e n t i f i a b l e . And i f I may, i f t h a t 

5 wasn't responsive t o your other document request, I don't 

6 know i f t h a t does address your data request or not. 

7 Q l guess 

8 MR- MOOT: Could I address the witness at t h i s 

9 poi n t ? 

10 JUDGE CORBETT: Yes. 

11 MR. MOOT: Are you, would you p r e f e r t o check on 

12 what you j u s t t o l d her or would i t be b e t t e r t o have your 

13 statement stand and w e ' l l get back t o them i f there's 

14 anything d i f f e r e n t ? 

15 THE WITNESS: Sure. 

16 MR. MOOT: I f you are sure, l e t ' s leave i t at t h a t . 

17 But i f not, w e ' l l t r e a t i t as a data request and we w i l l 

18 answer i t i f the answer i s d i f f e r e n t i f we have d i f f e r e n t 

19 i n f o r m a t i o n . 

2 0 THE WITNESS: Fine. 

21 MS. JONES: Okay. 

22 BY MR. JONES: 

23 Q So there i s -- so you are saying t h a t you cannot 

24 show computation of the a l l o c a t i o n of the cost t o r a t e 

25 classes by account. You have tried that? 
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A That i s what I am l e d t o b e l i e v e . That i s what 

we have t r i e d t o do and we have not been successful t o 

d i s t r i b u t e i t across a l l FERC accounts which i s where we 

were going t o go. 

MS. JONES: Just a minute. Your Honor. 

JUDGE CORBETT: Sure. 

MS. JONES: Okay. I have nothing f u r t h e r , Mr. 

Flynn. Thank you. 

MS. SIFONTES: Your Honor, I apologize but I d i d not 

remember t o move OCA Cross Exam E x h i b i t Number 4. 

JUDGE CORBETT: Okay. I was going t o ask you about 

t h a t . You beat me t o i t . Hearing no o b j e c t i o n , i t w i l l be 

so admitted 

(OCA Cross Examination E x h i b i t No. 4 was admitted i n 
evidence.) 

JUDGE CORBETT: Does the c i t y have any cross f o r 

t h i s witness. 

MR. AKERS: Yes, Your Honor. 

JUDGE CORBETT: A l l r i g h t , Mr. Akers. 

BY MR. AKERS: 

Q Good afternoon, Mr. Flynn. My name i s Rodney 

Akers and I represent the C i t y of P i t t s b u r g h . I j u s t have 

a couple of questions f o r you. F i r s t , has the company made 

any commitment or assurances regarding p r i n c i p l e s and 

funding l e v e l s f o r u n i v e r s a l service and energy 
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conservation programs as set f o r t h i n your testimony beyond 

1998? 

A Could you repeat t h a t question? 

Q Sure. Has the company made any commitments or 

assurances regarding p r i n c i p l e s and funding l e v e l s f o r 

u n i v e r s a l service and energy conservation programs as set 

f o r t h i n your testimony beyond 1998? 

A The p r i n c i p l e of co n t i n u i n g the program t o 

main t a i n i n g l e v e l funding, I be l i e v e , are without a time 

l i m i t . 

Q I am not sure I understand. 

A You are asking i f we have any commitment beyond 

1998? 

Q Yes. 

A And you have s t a r t e d w i t h the p r i n c i p l e s and the 

funding contained --

Q And I'm s p e c i f i c a l l y r e f e r r i n g , f o r example, I 

j u s t p o i n t t o maybe page 6 of your r e b u t t a l testimony, l i n e 

27, f o r example. 

A Yes. 

Q Wherein you i n d i c a t e Duquesne L i g h t i s committed 

t o m a i n t a i n i n g e x i s t i n g funding support f o r u n i v e r s a l 

service programs. You go on f u r t h e r t o say should they 

determine t h a t a d d i t i o n a l needs e x i s t r e q u i r i n g a d d i t i o n a l 

funding, the company w i l l seek Commission approval for rate 
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cap r e l i e f t o c o l l e c t those moneys through i t s u n i v e r s a l 

s ervice charge. 

And what I'm asking you, i n e f f e c t , i s t h i s a 

statement t h a t the company i s committed t o maintaining 

e x i s t i n g funding support as set f o r t h i n the p r i n c i p l e s and 

the funding l e v e l s set f o r t h i n your testimony? 

A As I b e l i e v e I st a t e d , yes. There's no time 

l i m i t t o t h a t statement. 

Q Okay. Are you aware of any circumstances which 

may change t h a t statement? 

A No. 

Q You are not aware of any circumstances which may 

change t h a t statement? 

A When you are asking am I aware of a circumstance, 

I am presuming th i n g s l i k e war don't count. I am not aware 

of any circumstance which would cause us t o change t h a t 

statement. 

Q So you -- okay. So you are okay. Okay. Has 

Duquesne made a dec i s i o n as t o whether the p r i n c i p l e s and 

funding l e v e l s w i l l survive the planned merger of Allegheny 

Power and Duquesne L i g h t as they propose? 

A 1 am not q u a l i f i e d t o speak t o whether there's 

anything i n the merger case speaking t o i t . 

MR. AKERS: Okay. I have nothing f u r t h e r . Thank 

you, Your Honor. 
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JUDGE CORBETT: Okay. Ms. Polacek? 

MS. POLACEK: Your Honor, I don't have any 

questions. I t h i n k Ms. M e l i l l o ably covered my area of 

4 concern. I would l i k e t o note, however, and although I 

5 be l i e v e i t ' s the p r a c t i c e t h a t we would be served w i t h the 

6 answers t o those data request t h a t Ms. M e l i l l o made, we 

7 would be i n t e r e s t e d i n seeing those. 

8 MR. MOOT: That's f i n e . The only reason I am 

9 h e s i t a t i n g i s t h a t up u n t i l now, we have j u s t given, made 

10 copies f o r the i n d i v i d u a l requester a t the hearing. I f 

11 t h a t requester wanted t o introduce i t , he or she has. 

12 That's not going t o be a problem. 

13 MS. POLACEK: Thank you. 

14 MS. JONES: Excuse me. Your Honor. I would l i k e t o 

15 be included as w e l l . 

16 MR. MOOT: Now t h a t we are a t the end o f hearings 

17 and we are not going t o be i n t h i s room we w i l l be p u t t i n g 

18 t h a t i n the m a i l or on the fax. 

19 MS. JONES: Thank you, s i r . 

2 0 JUDGE CORBETT: Okay. Mr. Wiseman? 

21 MR. WISEMAN: No questions. Your Honor. 

22 JUDGE CORBETT: I don't see Mr. Barak 

23 MR. BARAK: Ah, but I am here. 

24 JUDGE CORBETT: Sorry. I t h i n k we have t o -- I 

25 c a l l e d you out of t u r n . I am sorry, Mr. Barak. I d i d n ' t 
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1 see you because you were h i d i n g behind Ms. S i f o n t e s . And 

2 secondly, I apologize because I t h i n k Mr. Z i e l o n i s i s up 

3 next. 

4 MR- ZIELONIS: I have none. Your Honor. 

5 JUDGE CORBETT: A l l r i g h t . Now, Mr. Barak. Thank 

6 you. 

7 MR. BARAK: Thank you, Your Honor. I t h i n k we're 

8 in v o l v e d i n a v a r i a b l e feeding frenzy on copies of t h a t 

9 discovery response, so i f the company i s sending them out 

10 t o everybody, great. I f not, we are i n t e r e s t e d i n those 

11 outstanding requests as w e l l . 

12 BY MR. BARAK: 

13 Q Good afternoon, Mr. Flynn. 

14 A Good afternoon. 

15 Q My name i s Alan Barak and I represent the 

16 env i r o n m e n t a l i s t s and you have responded t o some of our 

17 witnesses' testimony which are i n response t o the c i t y . So 

18 I am q u i t e sure you are aware of our p o s i t i o n s . 

19 Could you please t u r n t o page 7, l i n e s 15 through 19 

20 of your r e b u t t a l . You ask y o u r s e l f there what the goal of 

21 the u n i v e r s a l service and energy conservation programs i s 

22 and you answer i n p a r t , t o cost e f f e c t i v e l y ensure t h a t low 

23 income payment t r o u b l e d customers have access t o a f f o r d a b l e 

24 energy. Do you r e c a l l that? 

25 A Yes. 
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Q Cost e f f e c t i v e , I want t o focus on t h a t f o r a 

moment. Does cost e f f e c t i v e mean t h a t f o r the purposes of 

s e l e c t i n g p roviders f o r your various programs t h a t you must 

go t o low bid? 

A No. 

Q How do you respond t o the claim t h a t gee, cost 

e f f e c t i v e means t h a t you s t a r t out w i t h the lowest bidder 

and you j u s t r i d e them t o make sure they give you the best 

performance ? 

A I t may not be a need t o r i d e someone t o p r o v i d i n g 

a b e t t e r l e v e l of performance t o begin w i t h . 

Q So i n terms of understanding your chosen methods 

and programs f o r meeting your goal as s t a t e d there, i s --

would i t be c o r r e c t t o say t h a t the r e s u l t s are the f i r s t 

and most important aspect of the program t o look at? 

A Results are c l e a r l y important. 

Q I n terms of s e t t i n g p r i o r i t i e s , and I have given 

the two t o p i c s , one i s what are the r e s u l t s . Another 

f a c t o r i s what's the cost or who's the low bidder. How do 

you p r i o r i t i z e ? 

A I don't know t h a t you have t o . You might include 

other f a c t o r s t h a t would also be weighing on the d e c i s i o n . 

Q So i s i t c o r r e c t , then, t h a t you have a s e r i e s of 

f a c t o r s t h a t are important i n e v a l u a t i n g your program 

meeting i t s goals, but you don't p r i o r i t i z e among them? 
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1 A I t h i n k you have -- we have selected over a 

2 p e r i o d of time a number of vendors t o provide d i f f e r e n t 

3 p a r t s of service. As we go forward, c r i t e r i a t h a t we have 

4 used, cost i s one of them, d e l i v e r y i s one of them. 

5 Sometimes geography i s one of them, past experience i s one 

6 of them. 

7 Whether we would r a t e them or whether we'd set up a 

8 ranking process would depend on the RFP at the time, but 

9 a l l of them would be of importance t o us. 

10 Q Could you please t u r n t o page 6, l i n e s 27 through 

11 3 0 of your r e b u t t a l ? 

12 A I am s o r r y . Line numbers, again. 

13 Q Twenty-seven through 30. You answer then a 

14 question regarding f u t u r e funding f o r your u n i v e r s a l 

15 service energy conservation programs where you say the 

16 company i s , quote, committed t o maintaining e x i s t i n g 

17 funding support f o r u n i v e r s a l service programs, unquote. 

18 Do you r e c a l l t h a t testimony? 

19 A Yes. 

2 0 Q What i s the evidence of t h a t commitment other 

21 than the statement i n t h i s testimony or i n the testimony of 

22 other witnesses i n t h i s case? I s there anything else t h a t 

23 embodies t h a t concept? 

24 A I am not sure what you would want other than 

25 t h a t . 
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1 Q Well, you had, f o r instance, a question a few 

2 moments ago about c o n t r a c t s i n 1998. Do you have c o n t r a c t s 

3 t h a t extend out f o r fo u r or f i v e years t o do the same 

4 t h i n g s you have done before? Something l i k e that? 

5 A The e x i s t i n g CAP cont r a c t s extend past 1998. The 

6 others don't. As thi n g s are coming up f o r renewal, they 

7 are reviewed against the status of the merger t o ensure 

8 t h a t we are not committing beyond t h a t which we can see. 

9 But there's no -- there i s no a c t i o n taken t o stop doing 

10 any of these t h i n g s i n the f u t u r e , e i t h e r . 

11 Q How do you react t o t h i s statement? This 

12 commitment i s worthless past the p o i n t of any merger 

13 because Duquesne and the people from Duquesne who have been 

14 t e s t i f y i n g here won't be i n the d r i v e r ' s seat t o ensure 

15 t h a t commitment's made. 

16 A I wouldn't be able t o --

17 Q Let me ask the question d i f f e r e n t l y so I can get 

18 some k i n d of comment from you. I s t h i s a c o r r e c t 

19 statement? The only evidence the Commission has of the 

20 company's commitment t o maintain the programs t h a t are 

21 p r e s e n t l y the u n i v e r s a l service programs, are the 

22 statements i n the testimony i n t h i s case and the f a c t t h a t 

23 we have some contr a c t s t h a t extend past today through the 

24 end of 1998. I s t h a t correct? 

25 A The way you are using evidence, i t may be. 
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1 Q How do you what was your i n t e r p r e t a t i o n of my 

2 use of the term evidence? 

3 A I f you are l o o k i n g f o r something t a n g i b l e beyond 

4 the statement t h a t i s i n here, which I don't know what 

5 other witness you are r e f e r r i n g t o . I f t h a t ' s not 

6 s u f f i c i e n t compliance on the p a r t of the company, I don't 

7 know of any other documents i n evidence. 

8 I t h i n k our t r a c k record and experience w i t h the 

9 Commission and w i t h the s t a f f there, t h i s would probably be 

10 s a t i s f a c t o r y t o them t o i n d i c a t e a commitment. 

11 Q I s i t c o r r e c t t h a t the company's commitment --

12 maybe I ' l l get an o b j e c t i o n , "asked and answered" -- can't 

13 r e c a l l your precise answer. I s i t c o r r e c t t h a t the 

14 company's commitment does not have a time component other 

15 than t h a t p o i n t i n time or where any merger might be 

16 consummated? I t doesn't go past t h a t point? 

17 A I don't b e l i e v e I ' d agree w i t h t h a t statement. 

18 Again, I stand by what i s said here and t h i s doesn't have a 

19 time commitment. 

2 0 Q I n order f o r you t o make t h i s statement i n your 

21 testimony, have you received some w r i t t e n a u t h o r i z a t i o n or 

22 memorandum or order from senior management of the company? 

2 3 A I have received nothing i n w r i t i n g . 

24 Q I n order f o r you t o make t h i s statement here, 

25 have you received some o r a l assurance from senior 
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1 management? 

2 A This statement has been reviewed by senior 

3 management. 

4 Q I n the form t h a t i t appears here i n the 

5 testimony? 

6 A Yes. 

7 Q And you could s t a t e t h a t i t has been approved by 

8 senior management? I s t h a t r i g h t ? You sa i d reviewed? 

9 A I t h i n k the f a c t t h a t i t ' s been reviewed and, i t 

10 wasn't changed -- I have not received anything i n w r i t i n g 

11 or handed t o me t h a t s a i d i t ' s approved but there was 

12 o p p o r t u n i t y f o r i t t o be revised. 

13 Q Please t u r n t o page 9, l i n e 15, of your testimony 

14 and r e b u t t a l testimony. I am sor r y . That would be the 

15 paragraph t h a t s t a r t s on l i n e 16 and ends on l i n e 15. We 

16 have had a few questions now about the CAP program and 

17 would t h i s be a c o r r e c t statement? That i f someone c a l l s 

18 the company today seeking assistance under the CAP program, 

19 they would be turned away because you have met your t a r g e t , 

20 as you put i t ? 

21 A That's one reason they would be turned away. 

22 Q Another reason might be t h a t they haven't met one 

23 of the c r i t e r i a you s t a t e i n your paragraph? I s t h a t 

24 r i g h t ? 

25 A That would not have been why they would have been 
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1 turned away. They would have been turned away because you 

2 are not allowed t o ask t o be e n r o l l e d i n CAP. 

3 Q Why i s that? 

4 A CAP i s a t o o l t o be used i n the c r e d i t and 

5 c o l l e c t i o n process and e n t r y t o t h a t was through the 

6 r o u t i n e c r e d i t process, not as a separate, stand alone 

7 programs t o which you could simply c a l l and say I want t o 

8 apply f o r t h a t . 

9 Q And your answer would be the same i f the question 

10 were about some worker at a s o c i a l service agency, p r i v a t e 

11 or governmental, who c a l l e d t o recommend a c l i e n t of t h e i r s 

12 t o the CAP program. I s t h a t r i g h t ? 

13 A Yes, i t i s . 

14 Q So i t ' s an i n t e r n a l d e c i s i o n based upon an 

15 i n t e r n a l perception t h a t there i s a c l i e n t . Excuse me, 

16 there i s a customer t h a t should be examined f o r CAP 

17 e l i g i b i l i t y t h a t determines whether somebody, at l e a s t , 

18 gets t o the door of the program. I s t h a t r i g h t ? 

19 A Are you t a l k i n g today or durin g the p i l o t ? 

2 0 Q Today. 

21 A Today, the door i s closed. 

22 Q During the p i l o t ? 

23 A During the p i l o t , we had a screening process 

24 done i n our i n f o r m a t i o n system. Accounts were flagged as 

25 CEL was the header which made them CAP e l i g i b l e . A 
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customer l i k e t h a t c a l l i n g i n would t y p i c a l l y be r e f e r r e d 

t o an agency u n t i l such time as we reached the enrollment 

t a r g e t . 

Q What i s the primary reason f o r having the 

exclusive i n t e r n a l screening f o r CAP program evaluation? 

A I am not sure I understand what you mean by 

i n t e r n a l screening. 

Q Well I asked i f a s o c i a l worker or a customer 

themselves could ask t o be i n the program and your answer 

was w e l l , somebody decides i n the company based on your 

i n f o r m a t i o n system. That's what I am r e f e r r i n g t o . 

A The i n t e n t of the CAP, the i n t e n t of the p i l o t 

was t o compare the cost e f f e c t i v e n e s s of CAP w i t h the cost 

e f f e c t i v e n e s s of r o u t i n e c r e d i t and c o l l e c t i o n as i t 

a p p l i e d t o low income customers, g e n e r a l l y . 

So the p i l o t was not meant t o be announced, " y ' a l l 

come" s e l f s e l e c t . I t was t o take people c a l l i n g i n 

because they had a c r e d i t or c o l l e c t i o n problem w i t h us. 

And i f they were e l i g i b l e f o r CAP they would, i n t u r n , be 

r e f e r r e d t o CAP. Other low income customers would c a l l 

i n . 

We were t r e a t i n g i t i n a normal course of events, 

not as something which was held up here t h a t would cause 

people t o get on the telephone. 
Q Now t h a t the p i l o t i s closed, the company's 
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1 e v a l u a t i n g the r e s u l t s of the p i l o t ? 

2 A Yes, we are. 

3 Q Have you determined whether you are going t o 

4 continue the program as a n o n - p i l o t program? 

5 A No, we have not. I -- no we have not, the way 

6 you asked the question. 

7 Q I t ' s possible the program might be continued? 

8 A I t ' s p o s s i b l e . 

9 Q H y p o t h e t i c a l l y , i f the program were t o continue 

10 would these screens or e n t r y c r i t e r i a be the same? 

11 A As I t h i n k i t says i n there and I won't t r y t o 

12 quote i t , we look at the r e s u l t s of the e v a l u a t i o n t o make 

13 determinations both of e l i g i b i l i t y , program design, how we 

14 would siz e i t . There are questions t o which we don't have 

15 answers t h a t w i l l come under e v a l u a t i o n . 

16 Q You st a t e d the goal a moment ago, which I ' l l 

17 paraphrase as a goal of an experiment t o see what the 

18 experiment derived f o r you. Again, h y p o t h e t i c a l l y , i f the 

19 CAP program were t o continue, what would the goal of t h a t 

2 0 program be? 

21 A The goal would be the goal of u n i v e r s a l s e r v i c e , 

22 which i s t o cost e f f e c t i v e l y assure t h a t low income payment 

2 3 t r o u b l e d customers have access t o a f f o r d a b l e energy. CAP 

24 w i l l be one of a number of services w e ' l l o f f e r t o achieve 

25 that goal. 
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1 Q Would i t be c o r r e c t t h a t the company would t e s t 

2 i t s screening mechanisms, as you have described them, 

3 i n t e r n a l versus e x t e r n a l , against t h a t goal i n the f u t u r e 

4 r a t h e r than t h a t experimental goal I mentioned j u s t a 

5 moment ago? 

6 A I t may be one of the th i n g s we have looked a t . I 

7 don't see t h a t on the horizon as an area t h a t we are going 

8 t o explore. 

9 Q Boy, I confused myself, I guess, by asking t h a t 

10 question. 

11 What i s i t t h a t you don't see as an area t h a t you 

12 would explore? 

13 A I don't t h i n k the issue i s whether i t 1 s i n t e r n a l 

14 or e x t e r n a l screening. 

15 Q The issue would be whether i t ' s cost e f f e c t i v e . 

16 I s t h a t one of the issues? 

17 A Cost e f f e c t i v e would be one of the issues. 

18 Q Whether i t advances the goal you have s t a t e d a 

19 moment ago? 

2 0 A Goal f o r u n i v e r s a l service. 

21 Q On l i n e 6 -- page 10, l i n e 6 of your r e b u t t a l 

22 testimony, you're discussing the Smart Comfort program and 

23 you s t a t e there t h a t i t , quote, has been s u f f i c i e n t t o meet 

24 the number of customers seeking i t s assistance, unquote. 

2 5 Do you r e c a l l t h a t testimony? 
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A Yes, I do. 

Q There, you don't have t h a t i n t e r n a l screen as I 

described i t w i t h you e a r l i e r ; correct? 

A We might want t o go back and r e - d e f i n e what you 

meant by i n t e r n a l screen. 

Q Let me avoid t h a t terminology. How does a 

customer become -- I don't want t o say become e l i g i b l e . 

How does the company s t a r t the process t o determine whether 

a customer may receive Smart Comfort assistance? I s i t 

e n t i r e l y i n t e r n a l review of documents regarding the account 

or are there other ways t h a t they could get i n t o the 

system? 

A You can come i n t o Smart Comfort by any you could 

be r e f e r r e d by another u t i l i t y . You could be r e f e r r e d 

because you c a l l e d i n f o r some s o r t of assistance and the 

company r e p r e s e n t a t i v e r e f e r s you or you could r e f e r 

y o u r s e l f . This company, t h i s program, u n l i k e CAP, i s 

p u b l i c i z e d . People are able t o s e l f seek. 

Q So what you were t r y i n g t o communicate i n t h i s 

paragraph on pages 10 i s t h a t f o r everyone recommended t o 

the program from company employees or from outside, however 

from outside the company, i f they met your c r i t e r i a , they 

were served? 

A Yes. 

Q There may have been people who sought your 
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assistance f o r t h i s program but because they d i d n ' t meet 

your e l i g i b i l i t y c r i t e r i a , they weren't served. I s t h a t 

c orrect? 

A That would be c o r r e c t . 

Q The o n l y way t o have an expanded -- I am going t o 

rephrase t h i s . The only way t o have not met the number of 

customers seeking the Smart Comfort assistance, as you are 

d e s c r i b i n g the process here, i s i f the c r i t e r i a had somehow 

been changed t o expand e l i g i b i l i t y . I s t h a t r i g h t ? 

A I don't know t h a t changing the c r i t e r i a would 

have meant we couldn't have served them. 

Q Does t h a t mean you underspent your budget f o r 

t h a t program? 

A No. 

Q You spent your budget? 

A We have been spending the budget over the time of 

the program. 

Q Have you read the motion of Commissioner Hanger 

t h a t was approved by the Commission -- I lose t r a c k of time 

-- l a s t week on the PECO r e s t r u c t u r i n g case? 

A I f by read you mean have I turned the pages and 

been somewhat f a m i l i a r , the answer i s yes. I f you mean 

understand as p a r t of read, the answer i s no. 

Q Have you read i n the sense of t u r n i n g the pages? 

Have you read the p o r t i o n t h a t r e l a t e d t o the u n i v e r s a l 
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1 s e rvice programs? 

2 A I looked at t h a t a l i t t l e b i t more c l o s e l y but 

3 again, we may f i n d a very quick d i s j o i n t i n g i n t h i s 

4 d i s c u s s i o n . 

5 Q H y p o t h e t i c a l , then. Let's assume t h a t t h a t 

6 motion s u b s t a n t i a l l y increased, maybe doubled the proposal 

7 before the Commission f o r t h a t company's u n i v e r s a l service 

8 programs -- I asked you about budget a moment ago -- does 

9 the company have a p o s i t i o n r i g h t now t h a t you can 

10 a r t i c u l a t e , on whether i t would be prepared t o double t h i s 

11 u n i v e r s a l service program budget? 

12 A I s your question do we have a p o s i t i o n r i g h t 

13 now? Not t o the best of my knowledge. 

14 Q So -- could you please t u r n t o page 2 5 of your 

15 r e b u t t a l testimony. Lines 1 and 2. We have had some 

16 questions about t h i s . Per KWH basis based on a l l o c a t e d 

17 d i s t r i b u t i o n costs f o r each r a t e class. I o n l y want t o ask 

18 you a couple questions t o f o l l o w up on the others. 

19 I n your view, i f you have a view, does your answer 

2 0 describe a change i n the way the programs t h a t would be 

21 subject t o u n i v e r s a l service charge would be a l l o c a t e d t o 

22 the customers? From what i s done now? 

23 A The d i f f i c u l t y I have i n answering i t , as I had 

24 the p r i o r two questions i s i t s t a r t s t o go past t h a t which 

25 I know about. I do not know i n depth how we allocate costs 
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today or i n the f u t u r e . The couple programs t h a t I know of 

t h a t I can c i t e where the funding comes from or where I 

know the funding t o be as I d i d e a r l i e r I am un­

comfortable . 

When you move past t h a t and your question 

encompasses more, I am more than sure I won't know what I 

am t a l k i n g about and I won't be p r o v i d i n g you w i t h a f u l l 

answer. I know t h a t LIURP money i s i n a r a t e case. I know 

t h a t CAP money comes out of the company's O&M. I don't 

know which FERC account. 

We d i d not go i n f o r a r a t e case on t h a t . And then, 

as I d i d e a r l i e r , I can go w i t h those couple other programs 

t h a t I know where the funding i s . But I don't t h i n k t h a t 

t h a t n e c e s s a r i l y leads me t o be able t o e a s i l y answer or 

answer a t a l l the r e s t of the question or the r e s t of 

what's contained i n the question. 

Q Let me ask you a d i f f e r e n t question but r e l a t e d . 

When you, as you described e a r l i e r , asked someone i n Mr. 

Lahtinen's area t o perform the a l l o c a t i o n t h a t you needed, 

I guess i t was f o r t h i s testimony? 

A I d i d n ' t ask f o r an a l l o c a t i o n . The question 

posed was how would we charge -- how would we constru c t the 

u n i v e r s a l service charge. This i s the answer. 

Q I n other words, you d i d not express a desir e t o 

maintain a method t h a t was s i m i l a r t o t h a t which i s used 
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1 today. That wasn't p a r t of your i n s t r u c t i o n s or request? 

2 A No. The gui d e l i n e s and the documents issued by 

3 the Commission t a l k about the non-bypassable charge across 

4 a l l customers, t h a t there was much debate there i n the 

5 u n i v e r s a l service work group. The Commission i s c l e a r i n 

6 i t s g u i d e l i n e s i t does mean e x a c t l y a KWH charge which i s 

7 why I t r i e d t o modify e a r l i e r why ours becomes KWH. 

8 I t ' s not KWH s o l e l y . I t ' s a f t e r you a l l o c a t e the 

9 costs by clas s . That p a r t I know or I understand. The 

10 r e s i d e n t . So we do not go i n t o a KWH. And there's enough 

11 guidance t h a t says t h a t ' s not what we meant. We d i d some 

12 s t u f f , and I b e l i e v e i n the u n i v e r s a l service programs a l l 

13 commenters agreed t h a t they would pay t h a t which they had 

14 p a i d before so t h a t was what we were using as g u i d e l i n e s t o 

15 a r r i v e a t t h i s and then t h i s i s the process t h a t came 

16 back. 

17 Q A l i t t l e lower down on t h a t page, l i n e s 9 and 10, 

18 you t a l k about Mr. Colton's testimony? 

19 A Yes. 

2 0 Q And h i s use of the phrase, quote, through 

21 d i s t r i b u t i o n charges, unquote and then you used the phrase, 

22 w e l l , you say, quote, the company's approach i s based on 

23 d i s t r i b u t i o n costs, e l l i p s e s , close quote. What d i d you 

24 mean by d i s t r i b u t i o n costs as opposed t o charges? 

25 A I don't t h i n k I was making the d i s t i n c t i o n . I 
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used the d i s t r i b u t i o n cost i n l i n e 2 and i t ' s the same 

d i s t r i b u t i o n cost used on l i n e 10. 

Q And you weren't seeking at t h a t p o i n t , t o 

i n t e r p r e t or r e - i n t e r p r e t Mr. Colton's statement. I s t h a t 

r i g h t ? 

A No. I am presuming, i f anything, t h a t h i s phrase 

d i s t r i b u t i o n charges i s the same as d i s t r i b u t i o n costs. 

For the way you are using d i s t r i b u t i o n costs, no. That was 

not a r a t e i n t e r p r e t a t i o n . 

Q There probably i s , but t h a t ' s a l l r i g h t . You 

made very c l e a r what your had 

A I be l i e v e sentence 2 agrees t h a t the sentence on 

9 and 10 agrees w i t h my view of Mr. Colton's p o s i t i o n as I 

s t a t e on 8 and 9. 

Q On page 25, l i n e 27, you are again discussing Ms. 

Brockway's proposal on the p h o t o v o l t a i c s . Do you r e c a l l 

t h a t testimony? 

A Yes. 

Q And t o the extent or w i t h a caveat as mentioned 

before, you do you r e c a l l mentioning Ms. Brockway's 

proposal f o r the PECO case i n t h a t Hanger order? 
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1 A I remember t h a t t h e Hanger o r d e r d i s c u s s e s 

2 p h o t o v o l t a i c s i n P h i l a d e l p h i a . 

3 That's a l l I remember. 

4 Q L e t ' s h y p o t h e c a t e , t h e n , t h a t t h a t o r d e r 

5 does recommend a d o p t i o n o f Miss Brockway's p r o p o s a l 

6 i n t h a t case f o r a $250,000 program, w e l l , renewables 

7 program, and b e a r i n g i n mind y o u r c r i t i q u e i n t h i s 

8 p a r a g r a p h , are you s a y i n g , t h e n , "No way, no how; i t 

9 doesn't make sense; we s h o u l d n ' t do i t " ? 

10 A I mean, I - -

11 Q I s t h a t how s t r o n g l y - - are you s a y i n g t h a t 

12 t h e company v e r y s t r o n g l y would oppose a n y t h i n g t h a t 

13 smacked of renewables - - and I u n d e r l i n e d 

14 "renewables" - - i n - -

15 A That's d i f f e r e n t f r o m p h o t o v o l t a i c s , and 

16 the o n l y p r o p o s a l b e f o r e me was i n a p h o t o v o l t a i c 

17 p r o p o s a l , w i t h a payback t h a t exceeded t w e l v e y e a r s . 

18 Our Smart Comfort program has i t s payback 

19 somewhere between t h r e e and f o u r y e a r s , and as I 

20 s t a t e i n t h e t e s t imony, I would n o t use p r e c i o u s 

21 u n i v e r s a l s e r v i c e moneys on a p r o j e c t t h a t has g o t a 

22 payback about f o u r y e a r s l o n g e r , o r f o u r t i m e s l o n g e r 

2 3 t h a n a n y t h i n g we are l o o k i n g a t now. 

24 Q What i f you had b e f o r e you a p r o p o s a l t h a t 

25 s a i d , "Look, we would l i k e t o do a renewables p i l o t . 
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1 "We would 1 i k e you t o i n t e g r a t e , i n t e g r a t e i t 

2 w i t h y our Smart Comfort program, " so t h i s concept o f 

3 u s i n g renewables can be somehow r a t i o n a l l y mated w i t h 

4 t h e l o g i c o f your Smart Comfort program? 

5 I s t h a t more a c c e p t a b l e t h a n what you are 

6 c r i t i q u i n g here? 

7 A I f I may have a minute? 

8 I t h i n k i f you t u r n t o Page 9 o f my e x h i b i t 

9 t h a t i s a t t a c h e d t o t h a t r e b u t t a l t e s t i m o n y , and t h i s 

10 u n f o r t u n a t e l y i s not numbered, b u t i t i s t h e l a s t 

11 p a r a g r a p h under " p o t e n t i a l o p p o r t u n i t i e s , " t h e 

12 s t a t e m e n t t h a t "we w i l l c o n t i n u e t o e x p l o r e t h e 

13 i n t r o d u c t i o n o f new energy c o n s e r v a t i o n measures," I 

14 i n c l u d e renewables i n t h a t . 

15 We w i 1 1 always l o o k a t ways t o make t h e 

16 program more c o s t e f f e c t i v e . 

17 T h i s p a r t i c u l a r p r o p o s a l doesn't do t h a t as i t 

18 i s p r e s e n t e d . 

19 Q You are f a m i l i a r w i t h t h e concept t h a t when 

2 0 you have a p o r t f o l i o o f energy e f f i c i e n c y measures, 

21 you may have v a r y i n g paybacks f o r those i t e m s i n the 

22 p o r t f o l i o ? 

23 A Yes. 

24 Q A l l r i g h t . And t h a t i s a c c e p t a b l e t o you 

25 as t h r o u g h y o u r program you d e l i v e r t h e Smart Comfort 
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1 s e r v i c e s ? 

2 I s t h a t r i g h t ? 

3 A T h a t - - a r e you a s k i n g , d i f f e r e n t measures 

4 have d i f f e r e n t paybacks? 

5 Q Yes. 

6 A Yes, t h a t ' s a c c e p t a b l e . 

7 Q So w i t h i n t h e c o n t e x t o f c o n s i d e r i n g 

8 renewables i n t h i s l a s t p a r a g r a p h o f p a r t s m a l l b on 

9 Page 9, are you s a y i n g t h a t t h e i n t r o d u c t i o n o f a 

10 renewable component t o t h e d e l i v e r y o f Smart Comfort 

11 s e r v i c e s would r e q u i r e t h a t renewable t o have a t 

12 l e a s t as good a payback as a l l o f those measures i n 

13 t h e Smart Comfort p o r t f o l i o ? 

14 A I would n o t e n t e r i n t o a p i l o t w i t h 

15 something t h a t I d i d not t h i n k would a c h i e v e t h e 

16 payback o f t h e program. 

17 I c e r t a i n l y would not f u n d something t h a t I 

18 know doesn't come c l o s e . 

19 Would we t a k e a chance and l o o k a t an 

2 0 a l t e r n a t i v e t h a t might have some b e n e f i t s and s e r i o u s 

21 c o s t b e n e f i t r e s u l t s ? 

22 We c o u l d t a k e t h a t o p p o r t u n i t y o r t h a t chance, 

23 and we might be p r o v e n wrong. 

2 4 A g a i n , what was p r e s e n t e d here was something 

25 t h a t t h e a u t h o r ' s own s t a t e m e n t , i f I r e c a l l i t 
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1 c o r r e c t l y , s a i d t h a t i t i s g o i n g t o l o o k a t a t w e l v e 

2 t o f o u r t e e n year payback. 

3 That i s not even i n t h e re a l m . 

4 The Commission t a l k s about seven y e a r s . I t 

5 p e r m i t s i t t o go up t o t w e l v e . 

6 We have been s t r i v i n g f o r t h r e e t o f o u r . 

7 C a n d i d l y , I l i k e t h r e e t o f o u r . I would l i k e t o get 

8 t w e n t y - f i v e p e r c e n t on my own money. 

9 That i s what we are p u s h i n g f o r . 

10 T h i s i s money t h a t i s used f o r our customers 

11 t o enable them t o reduce t h e i r b i l l , and t h a t i s what 

12 ought t o be one o f our f o c u s e s , n o t p i l o t and 

13 p h o t o v o l t a i c s p i l o t . 

14 MR. BARAK: Thanks v e r y much. That's a l l I 

15 have, Your Honor. 

16 JUDGE CORBETT: Okay. Mr. S t e w a r t f o r MAPSA 

17 has l e f t , and he i s not sc h e d u l e d f o r any c r o s s o f 

18 t h i s w i t n e s s . 

19 Mr. C l e a r f i e l d , do you have any cross? 

20 MR. CLEARFIELD: No, no c r o s s e x a m i n a t i o n , 

21 Your Honor. 

22 JUDGE CORBETT: A l l r i g h t . Mr. Rubin i s not 

23 scheduled f o r any c r o s s f o r t h i s w i t n e s s , and I don't 

2 4 b e l i eve he i s i n t h e h e a r i ng room a t t h e p r e s e n t 

25 t i m e . 
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1 I s t h e r e any o t h e r p a r t y who has c r o s s 

2 e x a m i n a t i o n f o r t h i s w i t n e s s whom I have n o t c a l l e d ? 

3 (No r e s p o n s e . ) 

4 JUDGE CORBETT: A l l r i g h t . Any r e d i r e c t ? 

5 MR. MOOT: No, Your Honor. 

6 JUDGE CORBETT: Okay. Mr. F l y n n , t h a n k y o u 

7 v e r y much, s i r . You a r e e x c u s e d . 

8 ( W i t n e s s e x c u s e d . ) 

9 JUDGE CORBETT: Do y o u have any r e j o i n d e r f o r 

10 y o u r n e x t w i t n e s s ? 

11 MR. MOOT: No. 

12 JUDGE CORBETT: Why d o n ' t we t a k e a t e n - m i n u t e 

13 b r e a k a t t h i s p o i n t ? 

14 (Recess t a k e n . ) 

15 JUDGE CORBETT: Okay. We a r e b a c k on t h e 

16 r e c o r d . 

17 Mr. Moot? 

18 MR. MOOT: Thank y o u , Y o u r Honor. We now 

19 p r e s e n t t h e l a s t g r e a t w i t n e s s , F r a n k A. H o f f m a n n . 

20 JUDGE CORBETT: A l l r i g h t . Would y o u r a i s e 

2 1 y o u r r i g h t hand, s i r , and be sworn? 

22 FRANK A. HOFFMANN, c a l l e d as a w i t n e s s , h a v i n g 

2 3 been d u l y s w o r n , t e s t i f i e d as f o l l o w s : 

24 JUDGE CORBETT: P l e a s e have a s e a t , and w o u l d 

25 y o u g i v e t h e c o u r t r e p o r t e r y o u r f u l l name, p l e a s e ? 
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1 THE WITNESS: I t i s F r a n k A. H o f f m a n n , 

2 H - o - f - f - m - a - n - n . 

3 JUDGE CORBETT: A l l r i g h t . Mr. Moot? 

4 DIRECT EXAMINATION 

5 BY MR. MOOT: 

6 Q Good a f t e r n o o n , Mr. H o f f m a n n . D i d y o u 

7 p r e p a r e d i r e c t and r e b u t t a l t e s t i m o n y i n t h i s case? 

8 A I d i d . 

9 Q Do y o u have any c o r r e c t i o n s t o t h a t 

10 t e s t i m o n y ? 

11 A I do n o t . 

12 Q l s i t t r u e and a c c u r a t e , t o t h e b e s t o f 

13 y o u r k n o w l e d g e , i n f o r m a t i o n and b e l i e f ? 

14 A Yes, i t i s . 

15 MR. MOOT: We t h e now hand D u q u e s n e 1 s 

16 S t a t e m e n t No. 6 and 6-R t o t h e c o u r t r e p o r t e r , w h i c h 

17 a r e t h e d i r e c t and r e b u t t a l t e s t i m o n y o f Mr. 

18 H o f f m a n n , and move them i n t o e v i d e n c e , s u b j e c t t o 

19 a p p r o p r i a t e m o t i o n s . 

20 JUDGE CORBETT: A l l r i g h t . They w i l l be so 

21 a d m i t t e d . 

22 ( T h e r e u p o n , Duquesne's S t a t e m e n t s 6 and 6-R 

2 3 were m a r k e d f o r i d e n t i f i c a t i o n a nd a d m i t t e d i n 

2 4 e v i d e n c e . ) 

2 5 MR. MOOT: The w i t n e s s i s now a v a i l a b l e f o r 
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1 c r o s s e x a m i n a t i o n . 

2 JUDGE CORBETT: Okay. Miss M e l i l l o ? 

3 MS. MELILLO: We have no c r o s s , Your Honor. 

4 JUDGE CORBETT: A l l r i g h t . Miss S i f o n t e s , I 

5 t a k e i t t h a t you w i l l be c r o s s i n g on b e h a I f o f the 

6 OCA. 

7 MS. SIFONTES: Yes, Your Honor, I w i l l be. 

8 Thank you. 

9 CROSS EXAMINATION 

10 BY MS. SIFONTES: 

11 Q Good a f t e r n o o n , Mr. Hoffmann. 

12 A Good a f t e r n o o n . 

13 Q My name i s Mari s a S i f o n t e s , and I am w i t h 

14 t h e O f f i c e o f Consumer Advocate. 

15 F i r s t o f a l l , I would j u s t l i k e t o ask you a 

16 few q u e s t i o n s about your background and yo u r c u r r e n t 

17 r e s p o n s i b i l i t i e s a t Duquesne. 

18 Am I c o r r e c t t h a t you are t h e g e n e r a l manager 

19 o f Duquesne's M a r k e t i n g and Sales U n i t ? 

20 A That's c o r r e c t . 

21 Q And i s yo u r u n i t r e s p o n s i b l e f o r m a r k e t i n g , 

22 communication, and customer r e s e a r c h ? 

23 A Yes, i t i s . 

2 4 Q Okay. Now, your c u r r e n t r e s p o n s i b i l i t i e s 

25 i n v o l v e w o r k i n g on a m a r k e t i n g and s a l e s p r o c e s s 
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1 team? 

2 I s t h a t a c o r r e c t c h a r a c t e r i z a t i o n ? 

3 A Yes. 

4 Q Does t h a t work i n c l u d e m a r k e t i n g Duquesne 

5 as a c o r p o r a t e e n t i t y ? 

6 A No, i t does n o t . 

7 Q Okay. Does i t i n c l u d e m a r k e t i n g o r 

8 p o s i t i o n i n g Duquesne as a s e l l e r o f g e n e r a t i o n 

9 s e r v i c e s ? 

10 A You mean as p a r t o f t h e pro c e s s team? No, 

11 i t does n o t . 

12 Q Do your o t h e r -- I u n d e r s t a n d t h a t y our 

13 r e s p o n s i b i l i t y as p a r t o f t h e pro c e s s team i s not t h e 

14 sum t o t a l o f your r e s p o n s i b i l i t i e s . 

15 Do y o u r o t h e r r e s p o n s i b i l i t i e s i n v o l v e t h a t ? 

16 A W e l l , as head o f the M a r k e t i n g and Sales 

17 U n i t , we do manage a c c o u n t i n g w i t h our customers, and 

18 as p a r t o f t h e t r a d i t i o n a l l y i n t e g r a t e d company, 

19 Duquesne L i g h t Company, 

20 Q Okay. At t h i s t i m e , Mr. Hoffmann, does 

21 Duquesne p l a n t o s e l l g e n e r a t i o n s e r v i c e i n i t s own 

2 2 s e r v i c e t e r r i t o r y i n the c o m p e t i t i v e market ? 

23 A I n t h e p i l o t program, we have -- we have 

2 4 not p a r t i c i p a t e d i n t h e p i l o t , s e l l i n g g e n e r a t i o n 

25 s e r v i c e s , and we have t a k e n t h a t p o s i t i o n i n t h e 
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1 p i l o t . 

2 Q A f t e r t h e p i l o t , are you i n t e n d i n g to? 

3 A That i s s t i l l s omething t h a t i s b e i n g 

4 1ooked a t . 

5 We know we are t a k i n g t h e p o s i t i o n o f b e i n g - -

6 we w i l l have g e n e r a t i o n as s t i l l p a r t o f t h e b u s i n e s s 

7 a t l e a s t when we are t a l k i n g about t h e b e g i n n i n g of 

8 t h e p h a s e - i n p e r i o d , so we w i l l s t i l l be p r o v i d i n g 

9 t h e s e r v i c e t o customers f r o m our g e n e r a t i n g p l a n t s , 

10 i f t h a t i s what you mean. 

11 Q I 1m s o r r y . I d i d n ' t hear t h e end o f t h a t . 

12 A We w i l l s t i l l be p r o v i d i n g s e r v i ce, energy 

13 coming out o f our g e n e r a t i n g p l a n t s , and d e l i v e r i n g 

14 them as p a r t o f t h e phase -- t h r o u g h o u t t h e p h a s e - i n 

15 p e r i o d and t h e t r a n s i t i o n p e r i o d . 

16 Q A l l r i g h t . Now, Mr. Hoffmann, are you 

17 aware of Duquesne's p l a n s , i f t h e merger i s 

18 completed, t o market as p a r t o f A l l e g h e n y Energy 

19 S o l u t i o n s i n Duquesne 1s s e r v i c e t e r r i t o r y ? 

20 A Am I aware of what? I'm s o r r y . 

21 Q Of Duquesne's p l a n s , i f t h e merger i s 

22 completed, t o market energy as p a r t o f A l l e g h e n y 

23 Energy S o l u t i o n s i n the s e r v i c e t e r r i t o r y ? 

2 4 A I am not aware o f any s p e c i f i c p l a n s . I t 

2 5 i s my u n d e r s t a n d i n g , A l l e g h e n y Energy S o l u t i o n s was 
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1 -- i s p a r t i c i p a t i n g i n t h e p i l o t programs r i g h t now, 

2 and I am n o t aware o f any s p e c i f i c p l a n s beyond t h e 

3 p i l o t . 

4 Q But i f t h e merger i s comp l e t e d , t h e n p a r t 

5 o f what Duquesne w i l l be d o i n g i s m a r k e t i n g t h e 

6 energy as p a r t o f A l l e g h e n y Energy's u n r e g u l a t e d 

7 a f f i l i a t e ? 

8 A Duquesne L i g h t Company would n o t be. 

9 Q Okay. Now, I would l i k e t o ask you some 

10 que s t i o n s on customer edueat i o n . 

11 MS. SIFONTES: Your Honor, a t t h i s t i m e , 

12 a l r e a d y I have p r o v i d e d t o t h e c o u r t r e p o r t e r two 

13 c o p i e s and a copy t o y o u r s e l f and a copy t o t h e 

14 w i t n e s s , t h e company, and a l l p a r t i e s t h e p i l o t 

15 b r o c h u r e t h a t Duquesne used and sent t o i t s customers 

16 t h a t were s e l e c t e d i n t h e p i l o t , and a l s o t h e 

17 response t o OCA Set 2, No. 19. 

18 May those be marked? 

19 JUDGE CORBETT: Okay. The document, I take i t 

20 t h e f i r s t document you r e f e r r e d t o i s on the 

21 l e t t e r h e a d o f Duquesne L i g h t ? 

22 MS. SIFONTES: Yes, i t i s . Your Honor. 

23 JUDGE CORBETT: And c o n c e r n i n g t h e 

24 n o t i f i c a t i o n t o t h e p u b l i c c o n c e r n i n g t h e e l i g i b i l i t y 

2 5 t o t h e program f o r t h e p i l o t program. 
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That w i l l be -- t h e f i r s t e x h i b i t w i l l be 

2 marked OCA Cross E x a m i n a t i o n E x h i b i t 5, Cross 

3 Examinat i o n E x h i b i t 5, and t h e i n t e r r o g a t o r y Re sponse 

4 No. 19, t h a t w i l l be OCA Cross E x a m i n a t i o n E x h i b i t 6. 

5 (Thereupon, OCA Cross E x a m i n a t i o n E x h i b i t s 5 

6 and 6 were marked f o r i d e n t i f i c a t i o n . ) 

BY MS. SIFONTES: 

Q Mr. Hof fmann, do you need a chance t o go 

9 t h r o u g h those? 

10 A l a m f a m i l i a r w i t h i t . I t depends on the 

11 n a t u r e o f y o u r q u e s t i o n , how s p e c i f i c i t g e t s . 

12 Q Okay. D i d you l o o k a t t h e second one, s i r ? 

13 A Yes. 

14 Q Now, Mr. Hoffmann, would you agree w i t h me 

15 t h a t one o f t h e purposes o f t h e p i l o t i n f o r m a t i o n of 

16 t h e a d v e r t o r i a l s c o n t a i n e d i n t h e second e x h i b i t i s 

17 t o convey Duquesne's p o s i t i o n o f t h e i r r e s t r u c t u r e d 

18 i n d u s t r y ? 

19 A I t was r e a l l y t o convey t o our customers 

20 and i n t r o d u c e t o our customers some o f t h e i s s u e s 

21 s u r r o u n d i n g t h e changes g o i n g on i n the i n d u s t r y . 

2 2 I t was d e s i g n e d t o be i n f o r m a t i o n a l i n t h a t 

2 3 r e s p e c t . 

2 4 There are some i s s u e s o b v i o u s l y i n t h e 

25 r e s t r u c t u r i n g t h a t t h e r e are d i f f e r e n t p o i n t s of view 
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1 on, and s i n c e we o f f e r e d i t , i t was - - and i t was 

2 s i g n e d by Duquesne L i g h t Company, i t would have our 

3 p o i n t o f view, a l t h o u g h we have t r i e d t o p r e s e n t each 

4 one o f these i s s u e s i n an o b j e c t i v e manner. 

5 Q But do you ad m i t , t h e n , t h a t some -- i n 

6 some p l a c e s your p o i n t o f vie w does s t a n d out? 

7 A Yes. 

8 Q And would you agree w i t h me t h a t one 

9 purpose i s t o i n c r e a s e t h e p o s i t i v e image and 

10 awareness o f Duquesne as w e l l ? 

11 A I t would be secondary o r t e r t i a r y a t b e s t . 

12 The p r i m a r y o b j e c t i v e of t h i s campaign was t o 

13 i n c r e a s e awareness o f t h e changes and keep our 

14 customers educated and i n f o r m e d about t h o s e changes. 

15 Q Okay. But p o s i t i v e image and awareness was 

16 on t h e l i s t somewhere? 

17 A l t was on l i s t , down on t h e l i s t . 

18 Q Now, l e t ' s t u r n t o the budget, i f we can. 

19 MS. SIFONTES: Your Honor, I would l i k e t o 

20 mark f o r i d e n t i f i c a t i o n t h e answer t o OCA Set 2, 

21 Number 11. 

22 JUDGE CORBETT: A l l r i g h t . T h i s document w i l l 

23 be marked and i d e n t i f i e d as OCA Cross E x a m i n a t i o n 

24 E x h i b i t 7. 

25 That d e a l s w i t h OCA's i n t e r r o g a t o r y response 
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1 t o OCA 2-11. 

2 (Thereupon, OCA Cros s Examinat i o n E x h i b i t 7 

3 was marked f o r i d e n t i f i c a t i o n . ) 

4 MR. MOOT: Could I ask f o r c l a r i f i c a t i o n a t 

5 t h i s p o i n t ? 

6 M a r i s a , have you i n d i c a t e d i f t h e r e are any 

7 pages t h a t you d e l e t e d f r o m t h e responses t h a t you 

8 are p a s s i n g out? 

9 I n o t i c e d most d i d n ' t have an a t t a c h m e n t , and 

10 I j u s t 

11 MS. SIFONTES: A l l t h e e x h i b i t s are t h e way we 

12 r e c e i v e d them, t o t h e b e s t o f my knowledge. 

13 MR. MOOT: Thank you. 

14 BY MS. SIFONTES: 

15 Q Mr. Hoffmann, have you had a chance t o 

16 r e v i e w t h a t ? 

17 A Yes. 

18 Q Okay. So a c c o r d i n g t o t h i s , you spent 

19 $620,000 on customer e d u c a t i o n f o r t h e p i l o t program? 

20 A That was the budget. 

21 Q R i g h t . Okay. And i f I u n d e r s t a n d 

22 c o r r e c t l y , t h e r e i s no c u r r e n t budget p r e p a r e d f o r 

23 customer e d u c a t i o n a f t e r 1997? 

24 I s t h a t c o r r e c t ? 

25 A No, t h a t ' s n ot c o r r e c t . I n my r e b u t t a l 
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1 t e s t i m o n y , I i n d i c a t e d t h a t we had a budget f o r 1998 

2 f o r customer e d u c a t i o n o f 1.95 m i l l i o n d o l l a r s , as I 

3 r e c a l l . 

4 Q Okay. Was t h e r e a break-down o f t h a t ? 

5 A There was no breakdown. 

6 Q Could you p l e a s e p r o v i d e t h a t , as an 

7 o n - t h e - r e c o r d data r e q u e s t ? 

8 MR. MOOT: Let me ask, i f I may ask t h e 

9 w i t n e s s --

10 JUDGE CORBETT: Sure. 

11 MR. MOOT: -- i s i t p o s s i b l e t o have a 

12 comparable breakdown o r 

13 THE WITNESS: I t would be t h e same l e v e l o f 

14 d e t a i l . 

15 I t won't n e c e s s a r i l y be t h e same l i n e i t e m s . 

16 MR. MOOT: Thank you. 

17 MS. SIFONTES: That i s f i n e . 

18 BY MS. SIFONTES: 

19 Q Now, Mr. Hoffmann, am I c o r r e c t t h a t you 

20 i n t e n d t o use the PUC1s core c u r r i c u l u m i n 

21 i m p l e m e n t i n g your customer e d u c a t i o n program? 

22 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

23 JUDGE CORBETT: I f you can slow down a l i t t l e 

2 4 b i t , and speak up a l i t t l e b i t ? 

25 MS. SIFONTES: Sure. I am t r y i n g t o get home. 
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1 JUDGE CORBETT: That's a l l r i g h t . Take your 

2 t i m e . 

3 BY MS. SIFONTES: 

4 Q Am I c o r r e c t t h a t you i n t e n d t o use t h e 

5 PUC's core c u r r i c u l u m i n i m p l e m e n t i n g y o u r customer 

6 educat i o n program? 

7 A Yes. 

8 Q Since you i n t e n d t o use t h a t c u r r i c u l u m , do 

9 you s u p p o r t a s t a t e - w i d e approach f o r a p o r t i o n o f 

10 customer e d u c a t i o n ? 

11 A Yes, i n t e g r a t e d w i t h customer e d u c a t i o n by 

12 Duquesne L i g h t Company. 

13 Q And doe s Duque sne commi t t o i n c l u d e LIURP 

14 as p a r t o f i t s e f f o r t s ? 

15 A I t w i l l be as p a r t o f t h e o v e r a l l 

16 p r o m o t i o n o f LIURP, t h e r e would be e d u c a t i o n and 

17 awareness o f t h a t as w e l l , yes. 

18 Q Does t he company p l a n t o i n c l u d e 

19 communi t y - b a s e d o r g a n i z a t i o n s i n i t s development of 

2 0 cus tomer edueat i o n m a t e r i a l s ? 

21 A Yes, we do. 

2 2 Q And i s Duquesne w i l l i n g t o p r o v i d e 

23 customer-based o r g a n i z a t i o n s w i t h funds t o conduct 

24 t h e i r own e d u c a t i o n program? 

25 A Funding i s a p o s s i b l e mode o f s u p p o r t . 
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1 There are v a r i o u s o t h e r ways we can work w i t h 

2 community-based o r g a n i z a t i o n s . 

3 Q Now, I would l i k e t o ask you a few 

4 q u e s t i o n s about Duquesne's b i l l f o r m a t ? 

5 A You can ask, though I'm n o t sure I am t h a t 

6 f a m i l i a r w i t h i t . 

7 MS. SIFONTES: Okay. Your Honor, I would l i k e 

8 t o have marked f o r i d e n t i f i c a t i o n as OCA Cross 

9 E x a m i n a t i o n E x h i b i t No. 8 a b i l l f o r m a t t h a t was 

10 s u b m i t t e d as a Bureau o f F i x e d U t i l i t y S e r v i c e s data 

11 r e q u e s t i n t h e p i l o t d o c k e t e d a t P-971175. 

12 JUDGE CORBETT: A l l r i g h t . T h i s document w i l l 

13 be so marked and i d e n t i f i e d . 

14 (Thereupon, OCA Cross E x a m i n a t i o n E x h i b i t 8 

15 was marked f o r i d e n t i f i c a t i o n . ) 

16 BY MS. SIFONTES: 

17 Q Have you had a chance t o l o o k a t t h a t , Mr. 

18 Hoffmann? 

19 A Yes. 

20 Q Okay. To the e x t e n t t h a t you are a b l e t o 

21 answer, t h i s i s t h e r e s i d e n t i a l b i l l f o r m a t t h a t 

2 2 Duque sne i s us i ng i n t h e p i l o t program? 

23 A That i s how i t i s i n d i c a t e d , yes. 

24 Q Okay. And do you have any i d e a i f you 

25 i n t e n d t o use t h i s b i l l f o r m a t on an ongo i n g b a s i s ? 
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1 A I have I r e a l l y d o n't know. T h i s data 

2 r e q u e s t was p r e p a r e d by t h e Finance Group, and Mr. 

3 A l l i s o n would be t h e a p p r o p r i a t e p e r s o n t o ask about 

4 t h a t . 

5 Q Okay. I a p o l o g i z e about t h a t . I assumed 

6 i t s h o u l d have been d i r e c t e d t o you. 

7 MR. MOOT: The b i l l f o r m a t s are a t t a c h e d t o 

8 Mr. A l l i s o n ' s d i r e c t t e s t imony. 

9 MS. SIFONTES: Okay. That i s f i n e . Thank 

10 you, Mr. Hoffmann. 

11 BY MS. SIFONTES: 

12 Q Now, you s h o u l d know t h e answer t o t h i s 

13 one, though. 

14 W i t h r e g a r d t o t h e r e s i d e n t i a l b i l l , have you 

15 conducted any fo c u s e d group r e s e a r c h on customer 

16 r e a c t i o n t o t h e u n d e r s t a n d i n g o f b i l l d e t a i l ? 

17 A Last l a t e w i n t e r o r e a r l y s p r i n g , i t was, 

18 we had conducted some foc u s groups. 

19 I t h i n k we had t h r e e d i f f e r e n t f o c u s groups. 

2 0 We were a s k i n g them a s e r i e s o f q u e s t i o n s , and we d i d 

21 p r e s e n t t o them t h e unbundled b i l l , j u s t t o g e t t h e i r 

22 r e a c t i o n t o t h a t , so yes, we d i d . 

23 Q Now, i f I can ask you a s h o r t q u e s t i o n on 

24 t e r m i n a t i o n --

25 MS. SIFONTES: Your Honor, I would l i k e t o 
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1 have marked as OCA E x h i b i t 9, Cross E x a m i n a t i o n 

2 E x h i b i t No. 9, t h e company's response t o OCA Set 2, 

3 Number 10. 

4 JUDGE CORBETT: Yes. T h i s document w i l l be so 

5 marked and i d e n t i f i e d . 

6 MS. SIFONTES: Thank you, Your Honor. 

7 (Thereupon, OCA Cross E x a m i n a t i o n E x h i b i t 9 

was marked f o r i d e n t i f i c a t i o n . ) 

BY MS. SIFONTES: 

10 Q Mr. Hoffmann, have you had a chance t o 

11 r e v i e w t h a t ? 

12 A Yes. 

13 Q Okay. I s t h e company's p o s i t i o n t h a t i t 

14 can t e r m i n a t e a customer f o r t h e f a i l u r e t o pay any 

15 p o r t i o n o f a s u p p l i e r ' s charges? 

16 A The response i s t h a t i t i s n o t t h e p o s i t i o n 

17 o f t h e company t h a t i t can t e r m i n a t e . 

18 Q Okay. And i s your answer t h e same, whether 

19 o r n o t a customer i s b i l l e d by t h e company f o r 

20 s u p p l i e r charges o r not? 

21 A And t h e company's answer does n o t d i f f e r . 

22 Q Thank you, Mr. Hoffmann. Okay. Now, Mr. 

2 3 Hof fmann, I would 1 i ke t o ask you some que s t i o n s on 

24 economic development. 

25 W i t h r e s p e c t t o t h e Rule 4 c o n t r a c t s , and as I 
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1 u n d e r s t a n d i t , these 18 c o n t r a c t s r e p r e s e n t 19 0 

2 megawatts o f load? 

3 A That's r i g h t . 

4 Q Okay. I s t h i s f i r m o r i n t e r r u p t i b l e load? 

5 A M o s t o f i t i s f i r m l o a d . 

6 Q Can you t e l l me how t h e c o s t s a s s o c i a t e d 

7 w i t h s e r v i c e t o Rule 4 customers were a l l o c a t e d i n 

8 t h e l a s t base r a t e case i n t h e c o s t o f s e r v i c e study? 

9 A There were no -- t h e b e s t o f my knowledge, 

10 t h e r e were no Rule 4 customers i n t h e l a s t base r a t e 

11 case . 

12 Q Okay. Mr. Hoffmann, can you p r o v i d e t h e 

13 background d o c u m e n t a t i o n o f work papers r e f e r e n c e d on 

14 Page 5 and 6 o f your t e s t i m o n y p e r t a i n i n g t o Rule 4 

15 b e n e f i t s ? 

16 MS. SIFONTES: L e t ' s ask i t as an 

17 o n - t h e - r e c o r d d a t a r e q u e s t . 

18 JUDGE CORBETT: Let t h e w i t n e s s , f i r s t o f 

19 a l l 

2 0 MS. SIFONTES: Sure. 

21 A Was t h i s i n r e b u t t a l ? 

22 Q Yes, i n yo u r r e b u t t a l . 

23 A Yes, we have thos e work papers. The o n l y 

24 -- I guess t h e r e s e r v a t i o n I would have t h e r e i s 

25 j u s t , as we have done i n some o t h e r i n t e r r o g a t o r i e s 

HOLBERT ASSOCIATES 
(717) 540-9669 



1012 

1 on Rule 4, i s each Rule 4 c o n t r a c t i s p r o p r i e t a r y 

2 i n f o r m a t i o n , so any work papers t h a t I would g i v e t o 

3 you, we would t y p i c a l l y , as we have i n 

4 i n t e r r o g a t o r i e s ' , code t h e customers j u s t w i t h a 

5 l e t t e r d e s i g n a t i o n . 

6 We c o u l d r e c o n s t r u c t t h e work s h e e t s such t h a t 

7 we would keep - - m a i n t a i n t h a t c o n f i d e n t i a l i t y . 

8 Q That would be f i n e . Now, would you agree 

9 w i t h me t h a t i n a c o m p e t i t i v e market, i t would make 

10 no sense t o s e l l g e n e r a t i o n t o Rule 4 customers a t 

11 p r i c e s below m a r g i n a l cost? 

12 A We would not do t h a t , s e l l energy below 

13 m a r g i n a l c o s t . 

14 Q Okay. Thank you. Now, Mr. Hoffmann, we 

15 are g o i n g t o g e t i n t o t h a t area t h a t we spoke about 

16 e a r l i e r , j u s t so you know. 

17 Mr. Hoffmann, a t Page 18 o f y o u r r e b u t t a l 

18 t e s t imony, you d i s c u s s a su r v e y and p r o v i d e c e r t a i n 

19 r e s u l t s f r o m t h e su r v e y . 

20 Would you l o o k a t t h a t page? 

21 A Yes. 

2 2 Q Now, we asked f o r t h e s u r v e y i n f o r m a l 

23 d i s c o v e r y , and i t was p r o v i d e d t o us i n a 

24 c o n f i d e n t i a l document, c o r r e c t ? 

25 A That's c o r r e c t . 
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1 Q I s t h e r e an e x e c u t i v e summary on t h i s 

2 s u r v e y , o r t o t h i s survey? 

3 A Only i f i t i s c o n t a i n e d w i t h i n t h e survey 

4 document i t s e l f t h a t we gave t o you. 

5 Q I n your t e s t i m o n y , you s t a t e d t h a t t h e 

6 s u r v e y was conducted t o d e t e r m i n e what customers 

7 a l r e a d y know and how t h e y want t o l e a r n more about 

8 Customer Choice? I s t h a t --

9 A That was one o f t h e o b j e c t i v e s o f t h e 

10 s u r v e y , yes. 

11 Q What were some of t h e o t h e r o b j e c t i v e s ? 

12 A W e l l , t y p i c a l l y , a m o n t h l y t r a c k i n g 

13 i n s t r u m e n t , where we are c o n t i n u i n g - - c o n t i n u i n g t o 

14 m o n i t o r v a r i o u s customer s a t i s f a c t i o n , p erformance 

15 and p e r c e p t i o n s o f p erformance, and because we are 

16 g o i n g out each month w i t h t h i s s u r v e y i n s t r u m e n t , as 

17 t h e r e are s p e c i f i c i s s u e s t o t h e t i m e t h a t we a l s o 

18 wanted t o e x p l o r e f r o m t h e s t a n d p o i n t o f e f f i c i e n c y , 

19 we w i l l use t h a t s u r v e y i n s t r u m e n t t o e x p l o r e those 

20 o t h e r i s s u e s , such as the ones t h a t are c o n t a i n e d 

21 here i n t h i s pass age. 

22 Q You s a i d "performance." Could you 

23 e l a b o r a t e on t h a t ? 

2 4 A Oh, customer s a t i s f a c t i o n , customers' 

2 5 p e r c e p t i o n s o f v a r i o u s employees, r e l i a b i l i t y , i s s u e s 
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1 such as t h a t , and some o v e r a l 1 quest i o n s about 

2 s a t i s f a c t i o n w i t h Duquesne L i g h t Company. 

3 Q Does t h e s u r v e y ask such t h i n g s as customer 

4 l o y a l t y t o Duquesne? 

5 A There are q u e s t i o n s t o t h a t r e s p e c t , yes. 

6 Q Okay. And customer p e r c e p t i o n o f Duquesne 

7 I t h i n k i s a n o t h e r t h i n g t h a t you d i d . 

8 Okay. Does Duquesne p l a n t o share the r e s u l t s 

9 and t h e d a t a f r o m t h i s s u r v e y r e l a t i n g t o what 

10 customers a l r e a d y know and want t o l e a r n i n t h e PUC 

11 core c u r r i c u l u m ? 

12 A We had s u b m i t t e d t o t h e PUC a -- one t h i n g 

13 was a p i l o t e v a l u a t i o n p l a n , w h i c h would e x t r a c t from 

14 t h e t r a c k i n g s u r v e y , as wel1 as f r o m o t h e r r e s e a r c h 

15 i n s t r u m e n t s t h a t were desig n e d s p e c i f i c a l l y t o 

16 i n v e s t i g a t e t h e r e s u l t s o f the p i l o t , and what 

17 customers have l e a r n e d , and what t h e y haven't 

18 l e a r n e d , and what t h e y know about, and what t h e y 

19 haven't l e a r n e d about, so we would be r e p o r t i n g t h a t 

20 t o t h e PUC, and we i n d i c a t e d i n -- I b e l i e v e we 

21 i n d i c a t e d i n t h a t p l a n , anyway, t h a t some of i t would 

22 be f r o m a m o n t h l y t r a c k e r , but t h a t some o f t h e data 

23 would come f r o m t h e r e . 

24 MS. SIFONTES: Okay. I have n o t h i n g f u r t h e r , 

2 5 Your Honor. 
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1 JUDGE CORBETT: Okay. 

2 MS. SIFONTES: Thank y o u , Mr. H o f f m a n n . 

3 THE WITNESS: Thank y o u . 

4 MS. SIFONTES: Oh, Y o u r H o n o r , a t t h i s t i m e I 

5 w o u l d 1 i k e t o move i n t o t h e r e c o r d t h e OCA C r o s s 

6 E x a m i n a t i o n E x h i b i t s Numbers 5 t h r o u g h 9. 

7 JUDGE CORBETT: Okay. H e a r i n g no o b j e c t i o n , 

8 t h e y w i l l be so a d m i t t e d . 

9 { T h e r e u p o n , OCA C r o s s E x a m i n a t i o n E x h i b i t s 5 

10 t h r o u g h 9 were a d m i t t e d i n e v i d e n c e . ) 

11 JUDGE CORBETT: M i s s J o n e s , do y o u have any 

12 c r o s s ? 

13 MS. JONES: No, Your Honor. 

14 JUDGE CORBETT: Okay. Mr. A k e r s , f o r t h e 

15 C i t y ? 

16 MR. AKERS: The C i t y has no c r o s s , Y o u r Honor 

17 JUDGE CORBETT: Okay. M i s s P o l a c e k . 

18 MS. POLACEK: Thank y o u . Y o u r Honor. 

19 CROSS EXAMINATION 

2 0 BY MS. POLACEK: 

21 Q Good a f t e r n o o n , Mr. H o f f m a n n . 

22 A Good a f t e r n o o n . 

23 Q I have a few q u e s t i o n s f o r y o u r e g a r d i n g 

2 4 phase - i n . 

25 I w o u l d j u s t l i k e t o c l a r i f y f r o m t h e s t a r t , 
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1 when you use the t e r m "customer," you mean t h e 

2 i n d u s t r i a l and commercial customers t h a t under t h e 

3 company's p r o p o s a l would be phased i n v i a SIC code? 

4 A That 1s c o r r e c t . 

5 Q A l l r i g h t . Are you aware of t h e Duquesne 

6 I n d u s t r i a l I n t e r v e n o r s ' p r o p o s a l f o r t h e s e l e c t i o n o f 

7 customers f o r the f i r s t two s t a g e s o f phase - i n , 

8 g e n e r a l l y ? 

9 A I am aware of what was i n t h e t e s t i m o n y . 

10 Q A l l r i g h t . J u s t as l o n g as you have a 

11 g e n e r a l u n d e r s t a n d i n g o f how i t would work, t h a t i t 

12 would be a l l customers who d e s i r e t o be i n a phase 

13 would s i g n up, and t h e n t h e r e would be a p r o r a t a 

14 r e d u c t i o n t o g e t t o t h e one t h i r d ? 

15 A I f i t ' s over s u b s c r i b e d . 

16 Q I f i t i s over s u b s c r i b e d , t o g e t t o t h e one 

17 t h i r d e l i g i b l e ? 

18 A But i t i s based on f i r s t come, f i r s t 

19 s e r v e d . 

20 Q Unless i t i s over s u b s c r i b e d , c o r r e c t . 

21 Now, I would l i k e t o ask you a few quest i o n s 

22 comparing t h e w o r s t case s c e n a r i o s f o r customers 

23 under t h e company p r o p o s a l and t h e D I I p r o p o s a l f o r 

2 4 phase - i n . 

25 Under t h e company p r o p o s a l , i f t h e company --
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1 i f a customer d e s i r e s t o p a r t i c i p a t e i n t h e f i r s t 

2 phase of d i r e c t access, t h a t customer w i l l n ot be 

3 p e r m i t t e d t o do so u n l e s s i t i s i n one o f the SIC 

4 market segments d e s i g n a t e d as q u a l i f y i n g f o r t h e 

5 f i r s t phase, c o r r e c t ? 

6 A That 1s c o r r e c t . 

7 Q So the worse case s c e n a r i o i n t h a t , where 

8 t h a t customer, under t h e company phase - i n p r o p o s a l , 

9 would be t h a t i t d e s i r e d t o f u l l y p a r t i c i p a t e i n the 

10 f i r s t phase, and i t would not be p e r m i t t e d t o do so 

11 a t a l l ? 

12 A No. The f i r s t phase was p r e d i c a t e d on how 

13 t h a t customer and t h e r e s t o f t h e customers i n t h a t 

14 c l a s s b a s i c a l l y v o t e d f o r t h e i r p a r t i c i p a t i o n i n the 

15 p i l o t program, so i t was t h e customers d e c i d i n g who 

16 was i n t h e f i r s t phase and who w a s n 1 t i n t h e f i r s t 

17 phase, and i n the i n t e r e s t s o f one customer n o t 

18 d i s a d v a n t a g i n g a n o t h e r customer i n t h a t r a t e clas.s, 

19 t h a t was t h e u n d e r l y i n g p r i n c i p l e o f g o i n g t o the SIC 

2 0 code phase methodology. 

21 Q But i t i s t r u e , i s i t n o t , t h a t an 

22 i n d i v i d u a l customer c o u l d have a c t u a l l y responded t o 

23 t h e p i l o t s o l i c i t a t i o n , n o t g o t t e n i n t o t h e p i l o t , 

2 4 and because t h e r e s t o f t h e customers i n t h a t SIC 

25 segment d i d n o t have as a v i d a response, t h e y w i l l be 
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1 p r e c l u d e d f r o m p a r t i c i p a t i n g i n t h e f i r s t phase of 

2 d i r e c t access? 

3 A That's c o r r e c t , except f o r , we would 

4 e n v i s i o n a d i s p u t e r e s o l u t i o n p r o c e s s , which t h e 

5 Commission has a l l u d e d t o as w e l l . 

6 P r o c e d u r a l l y , none of t h o s e d e t a i l s have been 

7 worked o u t , but i f a customer i n t h a t f i r s t phase, 

8 f o r whatever reason, f e e l s t h a t t h e y are 

9 c o m p e t i t i v e l y d i s a d v a n t a g e d , t h e r e would be a d i s p u t e 

10 r e s o l u t i o n p r o c e s s where t h e y c o u l d pursue t h a t 

11 avenue as k i n d o f an appeal p r o c e s s , I would 

12 e n v i s i o n . 

13 Q But do I u n d e r s t a n d t h a t t h e company, as 

14 f a r as t h a t d i s p u t e r e s o l u t i o n p r o c e s s , t h e r e are 

15 o n l y v e r y l i m i t e d c i r c u m s t a n c e s under which the 

16 company proposes t o a l l o w t h a t customer i n t o t h e 

17 f i r s t phase, and t h e one t h a t comes t o mind i s i f t h e 

18 customer was m i s c l a s s i f i e d ? 

19 A E i t h e r m i s c l a s s i f i e d , o r t h e r e i s a n o t h e r 

20 p r o v i s i o n , which i t would be t h a t t h e y can 

21 demonstrate t h a t t h e y are b e i n g c o m p e t i t i v e l y 

2 2 d i s a d v a n t a g e d - -

23 Q Assuming t h e r e are no c o m p e t i t i v e 

24 d i s a d v a n t a g e d i s s u e s here, customers --

25 A - - b u t t h a t w a s - - okay. Go ahead. 
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1 Q No. I mean, a c t u a l l y , t h a t wasn't the 

2 q u e s t i o n . 

3 A A l l r i g h t . 

4 Q The q u e s t i o n was: I s n ' t i t p o s s i b l e , 

5 a c t u a l l y , t h a t somebody who wanted t o p a r t i c i p a t e 

6 f u l l y i n t h e f i r s t phase w o u l d n 1 t even g e t i n t o t h e 

7 second phase i f t h e y c o u l d n o t d e m o n s t r a t e a 

8 s u f f i c i e n t c o m p e t i t i v e d i s a d v a n t a g e ? 

9 A That i s t r u e . Based on our p r o p o s a l , t h a t 

10 i s t r u e . 

11 Q Based on your p r o p o s a l ? 

12 A Yes. 

13 Q Now, under t h e D I I p r o p o s a l , would you 

14 agree t h a t t h e w o r s t case s c e n a r i o f o r a customer 

15 w a n t i n g t o p a r t i c i p a t e i n t h e f i r s t phase i s t h a t t h e 

16 customer would be assured t o have 33 p e r c e n t o f t h e i r 

17 l o a d on d i r e c t access? 

18 A That i s my u n d e r s t a n d i n g o f t h e p r o p o s a l . 

19 Q So under t h e D I I p r o p o s a l , e v e r y customer 

20 t h a t wants t o p a r t i c i p a t e i n t h e f i r s t o r second 

21 phase o f d i r e c t access w i l l i n f a c t get i n ? 

22 A Only f o r one t h i r d o f t h e i r l o a d . 

23 Q Or f o r s i x t y - s i x p e r c e n t o f t h e i r load? 

24 A I f i t i s p o s s i b l e , yes. 

25 Q But t h e y are g u a r a n t e e d t h a t l e v e l o f 
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1 p a r t i c i p a t i o n ? 

2 A For t h a t , based on t h a t p r o p o s a l , and f o r 

3 the second p h a s e - i n f yes. 

4 Q I n d e t e r m i n i n g which SIC segments w i l l be 

5 i n t h e f i r s t o r second phase under t h e company's 

6 p r o p o s a l , i s i t c o r r e c t t h a t t h e company proposes t o 

7 do so, based on a p e r c e n t a g e response t o t h e p i l o t 

8 e n r o l l m e n t s o l i c i t a t i o n ? 

9 A Yes. 

10 Q I s p e r c e n t a g e response t o t h e s o l i c i t a t i o n 

11 b e i n g used as a p r o x y f o r i n t e r e s t o r d e s i r e t o 

12 p a r t i c i p a t e i n the d e r e g u l a t e d market? 

13 A I t was i n t h i s p r o p o s a l t o f i n d an 

14 o b j e c t i v e way o f h a v i n g t h e market segment s phased 

15 i n . 

16 W e r e l i e d o n t h e customers i n t h e p i l o t 

17 program v o t i n g , and so t h a t t h e r e -- t h a t was the 

18 b e s t way we t h o u g h t t o do t h a t , t h e most ob j e c t i v e 

19 way t o do t h a t . 

20 Q And t h e v o t e i s based on d e s i r e ? 

21 A The e n r o l l m e n t i n t h e p i l o t program, how 

2 2 many customers i n a p a r t i c u l a r market segment 

2 3 expressed i n t e r e s t i n the p i l o t and p a r t i c i p a t i n g i n 

24 t h e p i l o t , and t h e r e f o r e h a v i n g access t o a l t e r n a t i v e 

25 sources o f g e n e r a t i o n , w hich we t h o u g h t was, t h e 
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1 p i l o t was a t e s t o f t h e g e n e r a t i o n market and t h e i r 

2 i n t e r e s t . 

3 Q Do you agree w i t h me t h a t t h e r e a re f a c t o r s 

4 o t h e r t h a n a d e s i r e t o access t h e c o m p e t i t i v e market 

5 t h a t may have i n f l u e n c e d whether a customer responded 

6 t o t h e p i l o t s o l i c i t a t i o n ? 

7 A Sure. 

8 Q And wouldn't you agree t h a t some o f th o s e , 

9 t h a t p o s s i b l y c o u l d have been t h e l i m i t a t i o n on the 

10 t o t a l e l i g i b l e l o a d t o f i v e p e r c e n t o f a c l a s s ? 

11 A As t o why t h e y would n o t have p a r t i c i p a t e d ? 

12 Q J u s t one o f those f a c t o r s ? 

13 A I t i s h i g h l y s p e c u l a t i v e r i g h t now. We --

14 i n our e v a l u a t i o n p l a n t o t h e PUC, we had i n d i c a t e d 

15 t h a t t h a t was one o f the i s s u e s we were g o i n g t o 

16 r e s e a r c h w i t h customers, t o f i n d o ut why t h e y 

17 p a r t i c i p a t e d , and why t h e y d i d n ' t p a r t i c i p a t e , so we 

18 are w a i t i n g f o r t h e customers t o t e l l us. 

19 Q But we do agree t h a t t h e r e a re o t h e r 

20 f a c t o r s t h a t c o u l d have e n t e r e d i n t o t h e d e c i s i o n , 

21 c o r r e c t ? 

22 A I would expect t h a t t h e r e a r e . 

23 MS. POLACEK: Now, p r e v i o u s l y , I d i s t r i b u t e d 

24 an e x h i b i t . 

25 At t h i s p o i n t , I would l i k e t o have marked and 
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1 i d e n t i f i e d i n the r e c o r d as D I I Cross E x h i b i t 1, and 

2 i t i s a response by Mr. Hoffmann t o 

3 E n v i r o n m e n t a l i s t s ' I n t e r r o g a t o r y Set 1, No. 23. 

4 JUDGE CORBETT: A l l r i g h t . T h i s document i s 

5 so marked and i d e n t i f i e d . 

6 (Thereupon, D I I Cross E x h i b i t Number 1 

7 was marked f o r i d e n t i f i c a t i o n . ) 

8 BY MS. POLACEK: 

9 Q And I would l i k e t o ask you a cou p l e of 

10 q u e s t i o n s about t h e c a l c u l a t i o n o f t h e t o t a l 

11 r e q u i s i t e peak l o a d c o n t r i b u t i o n t o t h e SIC segments 

12 under t h e company p r o p o s a l . 

13 I s i t c o r r e c t t h a t Duquesne p l a n s t o do t h i s 

14 c a l c u l a t i o n by t a k i n g t h e average 1996 demand f o r 

15 each customer t h a t would be phased i n a c c o r d i n g t o 

16 t h e SIC segment, summing those f o r each o f t h e 

17 segments, t o come up w i t h an average 1996 demand f o r 

18 t h a t market segment, and t h e n summing a l l o f those t o 

19 come up w i t h t h e e n t i r e , I'm s o r r y , commercial - - t h e 

2 0 ent i r e l o a d f o r t h e commercial and i n d u s t r i a l 

21 customers t h a t w i l l be phased i n a c c o r d i n g t o t h a t ? 

22 A Yes. G e n e r a l l y s p e a k i n g , though, you have 

2 3 t o make t h e d i s t i n c t i o n between, when you say " l o a d , " 

24 d i s t i n c t i o n between system peak l o a d , w h i c h i s 

25 r e p r e s e n t e d on t h i s e x h i b i t , w h ich was, f r a n k l y , t h e 
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1 a n a l y s i s t h a t was done when we d i d our o r i g i n a l p i l o t 

2 f i l i n g suggested t h i s phase - i n approach. 

3 More r e c e n t l y , t h e Commission i s l o o k i n g a t 

4 n i n e p o i n t s o f i n c i d e n t a l peak l o a d s , so i n t h e 

5 a c t u a l p h a s e - i n o f t h e market segments, we would be 

6 u s i n g n i n e c o i n c i d e n t a l peak l o a d s . 

7 Q Now, i n column two, you have a c t u a l l y 

8 a n t i c i p a t e d one o f my q u e s t i o n s w i t h r e s p e c t t o t h i s 

9 e x h i b i t . 

10 On t h e t h i r d column, "System Peak," t h a t i s 

11 t h e c o i n c i d e n t peak? 

12 A Yes, i t i s . 

13 Q And would Duquesne now propose t o do t h e 

14 c a l c u l a t i o n based on n o n - c o i n c i d e n t peak? 

15 A I n f a c t , t h a t i s how we have done i t i n the 

16 p i l o t . 

17 I n the r e p o r t s t h a t we sent t o t h e PUC w i t h 

18 r e s p e c t t o e n r o l l m e n t i n t h e p i l o t , we are d i s p l a y i n g 

19 t h e f i v e p e r c e n t g o a l f o r t h e p i l o t i n terms o f 

20 n o n - c o i n c i d e n t a l peak, so t h a t i s what we would be 

21 propos i n g f o r the p h a s e - i n . 

2 2 Q Now, on t h i s e x h i b i t , i n t h e system peak 

23 l o a d c o n t r i b u t i o n , i s t h a t based on t h e 1996 demands? 

24 A That i s my u n d e r s t a n d i n g , yes, because i t 

25 t o t a l s t o t w e n t y - s i x s i x t y - o n e , w h i c h was our peak, I 
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1 b e l i e v e , i n t h a t summer o f t h a t y e a r . 

2 Q And t h a t ' s g o i n g t o t h e peak. Has the 

3 company c a l c u l a t e d what t h e system c o n t r i b u t i o n would 

4 be, based on n o n - c o i n c i d e n t peak? 

5 A W e l l , f o r t h e p i l o t , j u s t t o g i v e you some 

6 i d e a f i v e p e r c e n t o f t h i s i s 133 megawatts, so when 

7 we are d o i n g i t on t h e b a s i s o f c o i n c i d e n t a l peak, i t 

8 was 133 megawatts. 

9 For t h e p i l o t now, based on n o n - c o i n c i d e n t a l 

10 peak, t h e p i l o t s i z e s on t h e o r d e r o f 205 megawatts, 

11 so presumably you c o u l d j u s t e x t r a p o l a t e t h a t t o 

12 system wide, j u s t m u l t i p l y i t by t w e n t y , and i t 

13 w o u l d n ' t be 2656. 

14 I t would be c l o s e t o 4,000 megawatts. Do you 

15 f o l l o w t h e math? 

16 Q I f o l l o w t h e math. 

17 MS. POLACEK: Your Honor, c o u l d we make an 

18 o n - t h e - r e c o r d d a t a r e q u e s t f o r b a s i c a l l y t h e same 

19 i n f o r m a t i o n t h a t i s under system peak c o n t r i b u t i o n 

20 h e r e , b u t based as i t would be on a n o n - c o i n c i d e n t 

21 peak? 

22 THE WITNESS: Yes. 

23 MR. MOOT: Yes. 

24 BY MS. POLACEK: 

2 5 Q Now, s t i l l s t i e k i n g w i t h t h e c r o s s 
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1 e x a m i n a t i o n e x h i b i t , under "Commercial," on t h e l i n e 

2 r i g h t above " S u b t o t a l " f o r t h i s , t h e r e i s a segment 

3 c a l l e d "Small Business," c o r r e c t ? 

4 A Yes, t h a t ' s c o r r e c t . 

5 Q And i s i t c o r r e c t t h a t t h e company proposes 

6 a s e p a r a t e p h a s e - i n schedule based on t h e g e o g r a p h i c 

7 areas o f c h o i c e f o r s m a l l commercial customers? 

8 A For - - yes, t h a t ' s c o r r e c t . 

9 Q Now, would t h e s m a l l b u s i n e s s on t h i s 

10 e x h i b i t equate w i t h t h e s m a l l commercial customers 

11 t h a t would be phased i n under t h e GAC? 

12 A That's c o r r e c t . 

13 Q And i s t h a t -- and i f you c o u l d a c t u a l l y 

14 t u r n t o your E x h i b i t FAH-4? 

15 A Okay. 

16 Q Would t h a t be -- those would be t h e s m a l l 

17 b u s i n e s s e s t h a t would be phased i n a c c o r d i n g t o the 

18 GAC. I s t h a t why t h e y are not 1 i s t e d as one o f the 

19 market segments t h e r e ? 

20 A That's c o r r e c t , b u t you w i l l n o t i c e , on t h e 

21 a d j o i n i n g page o f t h a t e x h i b i t , t h e t i t l e i s 

22 R e s i d e n t i a l and Small Commercial, so t h e y are 

23 i n c l u d e d i n those numbers. 

24 Q I am j u s t t r y i n g t o g e t t h e c o r r e l a t i o n 

25 A Yes. 
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1 Q between t h e -- yes, t h e d a t a response 

2 and --

3 A R i g h t . 

4 Q what i s on here. Would any o f t h e o t h e r 

5 segments l i s t e d back t o t h e -- l e t 1 s go back t o the 

6 c r o s s e x a m i n a t i o n e x h i b i t . 

7 Would any o f t h e o t h e r segments l i s t e d on t h a t 

S e x h i b i t be w h o l l y o r p a r t i a l l y phased i n as smal1 

9 commercial under t h e company p r o p o s a l ? 

10 A No. That would be -- s m a l l b u s i n e s s would 

11 be t h e o n l y one. 

12 Q Now, i f I c o u l d g e t you back on FAH-4, 

13 a p p r o x i m a t e l y f i v e l i n e s f r o m t h e bo t t o m , t h e r e i s a 

14 market segment l i s t e d as m i n i n g t o t a l , and t h a t i s 

15 not l i s t e d on the c r o s s e x a m i n a t i o n e x h i b i t . 

16 I s m i n i n g somehow subsumed i n t o a n o t h e r 

17 segment l i s t e d on t h e c r o s s e x a m i n a t i o n e x h i b i t ? 

18 A I would have t o check t h e a c t u a l SIC codes 

19 t h a t we a s s i g n e d t o each one, so I ca n ' t answer t h a t 

2 0 q u e s t i o n r i g h t now. 

21 I don't have t h e d e t a i l w i t h me. 

22 MS. POLACEK: Could we make an o n - t h e - r e c o r d 

2 3 d a t a r e q u e s t f o r t h a t ? 

24 MR. MOOT: Yes. 

25 MS. POLACEK: Thank you. And I would ask the 
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1 same f o r c o n s t r u c t i o n t o t a l and a g r i c u l t u r e t o t a l . 

2 MR. MOOT: Can you g i v e me a second? 

3 BY MS. POLACEK: 

4 Q Mr. Hoffmann, am I c o r r e c t t h a t t h e company 

5 proposes t o phase segments i n i t s e n t i r e t y i n t o a 

6 l o a d on d i r e c t access e q u a l t o o r ex c e e d i n g 

7 t h i r t y - t h r e e p e r c e n t ? 

S A Yes. We would go down t h r o u g h t h i s l i s t , 

9 p a r t i c u l a r l y on b o t h o f these l i s t s , such t h a t one 

10 t h i r d o f t h e l o a d , minimum one t h i r d o f t h e l o a d 

11 would have an o p p o r t u n i t y f o r d i r e c t access. 

12 Q So f o r example, i f you were g o i n g down t he 

13 market segment l i s t , and you g o t t o i n d u s t r i a l s t e e l , 

14 and i t was g o i n g t o t a k e you up t o , say, f o r t y 

15 p e r c e n t , t h e e n t i r e market segment would s t i l l be 

16 phased i n as one group? 

17 A That i s t h e p r o p o s a l . 

18 Q A l l r i g h t . Thank you, Mr. Hoffmann. I 

19 have no o t h e r q u e s t i o n s . 

20 MS. POLACEK: I would l i k e t o move f o r 

21 a d m i s s i o n o f D I I Cross E x h i b i t 1. 

22 JUDGE CORBETT: A l l r i g h t . H e a r i n g no 

23 o b j e c t i o n , i t w i l l be so a d m i t t e d . 

24 (Thereupon, D I I Cross E x h i b i t 1 was a d m i t t e d 

25 i n evidence.) 
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1 JUDGE CORBETT: Mr. Wiseman? 

2 MR. WISEMAN: Your Honor, we do have c r o s s f o r 

3 Mr. Hoffmann, and w i t h y our p e r m i s s i o n , I am a s k i n g 

4 t h a t my col1eague, Robert Lamkin, be permi11ed t o 

5 conduct t h a t c r o s s e x a m i n a t i o n . 

6 JUDGE CORBETT: A l l r i g h t . 

7 MR. WISEMAN: His appearance has been 

8 p r e v i o u s l y e n t e r e d . 

9 JUDGE CORBETT: A l l r i g h t . 

10 MR. WISEMAN: Thank you, Your Honor. 

11 JUDGE CORBETT: Mr. Lamkin, would you p l e a s e 

12 s p e l l -- t e l l t h e c o u r t r e p o r t e r how t o s p e l l y our 

13 name? 

14 MR. LAMKIN: L-a-m-k-i-n. 

15 JUDGE CORBETT: Okay. Thank you. 

16 CROSS EXAMINATION 

17 BY MR. LAMKIN: 

18 Q Good a f t e r n o o n , Mr. Hoffmann. I have a few 

19 q u e s t i o n s t o ask you to d a y w i t h r e s p e c t t o y o u r 

20 t e s t i m o n y c o n c e r n i n g Duquesne's economic development 

2 1 r a t e i n c e n t i v e s . 

22 L et me p r e f a c e my q u e s t i o n by s t a t i n g t h a t I 

23 am n o t t r y i n g t o e l i c i t any s o r t o f p r o p r i e t a r y or 

2 4 conf i d e n t i a l i n f o r m a t i o n f rom you, nor t o t h e e x t e n t 

2 5 t h a t i t may sound t h i s way am I t y i n g t o s o l i c i t any 
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1 o p i n i o n as t o my 

2 JUDGE CORBETT: We a r e h a v i n g a h a r d t ime 

3 h e a r i n g y o u up h e r e , Mr. L a m k i n . 

4 MR. LAMKIN: Oh, I'm s o r r y . 

5 JUDGE CORBETT: T r y t o speak up, i f y o u c a n . 

6 MR. LAMKIN: Okay. 

7 BY MR. LAMKIN: 

8 Q T u r n i n g t o page t w o o f y o u r r e b u t t a l 

9 t e s t i m o n y - -

10 A Yes. 

11 Q - - y o u t e s t i f i e d t h a t t h e p u r p o s e o f 

12 Duquesne's e c o n o m i c d e v e l o p m e n t and l i m i t e d 

13 i n c e n t i v e s -- e x c u s e me -- y o u d e f e n d e d as t o t h e 

14 p u r p o s e o f Duquesne's e c o n o m i c d e v e l o p m e n t and r a t e 

15 i n c e n t i v e s . 

16 I s i t a f a i r s t a t e m e n t t h a t t h e p u r p o s e o f 

17 t h e s e r a t e i n c e n t i v e s i s t o p r o m o t e and s t r e n g t h e n 

18 g r o w t h i n Duquesne's s e r v i c e t e r r i t o r y ? 

19 A T h a t ' s c o r r e c t . 

2 0 Q M o v i n g t o pages f o u r a nd f i v e o f y o u r 

21 r e b u t t a l t e s t i m o n y , w i t h r e s p e c t t o R u l e 4 c o n t r a c t s , 

22 i s i t a f a i r s t a t e m e n t t h a t i n a d d i t i o n t o t h e 

2 3 p r o m o t i o n a nd s t r e n g t h e n i n g o f e c o n o m i c g r o w t h , 

24 Duquesne has d e s i g n e d R u l e 4 c o n t r a c t s as i n p a r t as 

25 a m i t i g a t i o n s t r a t e g y ? 
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1 A That i s c o r r e c t . 

2 Q You t e s t i f i e d on Page 5, l i n e s f i f t e e n and 

3 s i x t e e n , t h a t t he excuse me. Are you ready? 

4 A Go ahead. Yes. 

5 Q the a b i l i t y t o e n t e r i n t o Rule 4 

6 c o n t r a c t s was des i g n e d by Duque sne t o p r e v e n t t h e 

7 l o s s - - t o p r e v e n t l o s t s a l e s a s s o c i a t e d w i t h a 

8 c o m p e t i t i v e t h r e a t . 

9 W i t h r e s p e c t t o Rule 4 customers, i s i t f a i r 

10 t o say t h a t Duquesne was f o r c e d t o n e g o t i a t e l o w e r 

11 e l e c t r i c r a t e s w i t h c e r t a i n customers t o p r e v e n t them 

12 from s e e k i n g a l t e r n a t i v e sources o f e l e c t r i c i t y ? 

13 A F i r s t o f a l l , one p o i n t o f c l a r i f i c a t i o n . 

14 I t i s not j u s t a l o a d r e t e n t i o n p r o v i s i o n . 

15 I t i s a l s o a l o a d a t t r a c t i o n p r o v i s i o n , but we 

16 are t a l k i n g about i n c r e m e n t a l l o a d , e i t h e r r e t a i n e d 

17 o r a t t r a c t e d , so I t h o u g h t you had c h a r a c t e r i z e d i t 

18 j u s t as a l o a d r e t e n t i o n . 

19 We are n o t f o r c e d i n t o n e g o t i a t i n g w i t h t h e 

2 0 'customers, so t h a t t h e p r o v i s i o n i s i n t h e t a r i f f , 

21 and we w i l l a p p l y a l l t h e a p p r o p r i a t e p r o v i s i o n s o f 

22 t h e t a r i f f , b u t i t i s i n the b e s t i n t e r e s t s o f t h e 

23 r a t e payers i n t h e r e g i o n f o r us t o e n t e r i n t o 

24 d i s c u s s i o n s w i t h customers t h a t have c o m p e t i t i v e 

2 5 a l t e r n a t i v e s . 

HOLBERT ASSOCIATES 
(717) 540-9669 



1031 

1 Q To t r y t o r e c h a r a c t e r i z e y o u r answer, 

2 e s s e n t i a l l y , these customers came t o Duquesne s a y i n g 

3 t h a t t h e y had a l t e r n a t i v e s t h a t might f o r c e them t o 

4 l e a v e t h e system i f Duquesne wasn't a b l e t o o f f e r 

5 them a b e t t e r a l t e r n a t i v e ? 

6 A Y e s , t h a t ' s one s c e n a r i o . Some of i t i s 

7 i n c r e m e n t a l l o a d a g a i n , and sometimes i t i s an 

8 a t t r a c t i o n o f customers coming i n t o t h e t e r r i t o r y as 

9 w e l l . 

10 Q Okay. H y p o t h e t i c a l l y s p e a k i n g , i f a Rule 4 

11 customer can pay l e s s f o r e l e c t r i c i t y a f t e r t h e 

12 r e s t r u c t u r i n g p r o c e e d i n g t h a n i t c u r r e n t l y does i n an 

13 unbundled s e r v i c e , i s i t Duquesne's p o s i t i o n t h a t 

14 t h a t customer would be p e r m i t t e d t o a b r o g a t e i t s Rule 

15 4 c o n t r a c t ? 

16 A We would have t o l o o k a t t h e terms and 

17 c o n d i t i o n s o f each o f t h e c o n t r a c t s . 

18 They weren't j u s t a s t a n d a r d c o n t r a c t , 

19 n e c e s s a r i l y . 

20 There's a l o t o f s t a n d a r d -- some s t a n d a r d 

21 language i n i t , b u t i t depended on how much 

22 f l e x i b i l i t y b o t h we, as w e l l as t h e customer needed 

23 w i t h r e s p e c t t o a c l a u s e l i k e t h a t , so i t would 

24 depend on t h e i n d i v i d u a l c o n t r a c t . 

25 Q Okay. Does Duquesne propose t o r e t a i n t h e 
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1 a b i l i t y t o e n t e r i n t o Rule 4 c o n t r a c t s a f t e r t h i s 

2 r e s t r u c t u r i n g p r o c e e d i n g ? 

3 A Yes. We had no p r o p o s a l t o w i t h d r a w Rule 4 

4 from t h e -- Rule 4s from t h e t a r i f f . 

5 Q A l l r i g h t . Does t h a t mean t h e n t h a t w i t h 

6 r e s p e c t t o p r o s p e c t i v e Rule 4 c o n t r a c t s , Duquesne 

7 proposes t o e n t e r i n t o agreements i n whi c h , t h r o u g h 

8 n e g o t i a t i o n , Duquesne c o u l d agree t o waive a CTC? 

9 A No. We would never - - we don't agree t o 

10 waive a CTC. 

11 The Rule 4 customers would a l s o be p a y i n g a 

12 CTC, a l o n g w i t h o t h e r - - o t h e r customers as w e l l . 

13 Q Okay. Could Duquesne r e d e s i g n a CTC i n the 

14 c o n t e x t o f a Rule 4 c o n t r a c t ? 

15 A W e l l / a s w e have proposed, t h e CTC would be 

16 customer s p e c i f i c , and f o l l o w i n g t h e p r i n c i p l e s t h a t 

17 we have a l r e a d y used f o r Rule 4, we would use those 

18 same p r i n c i p a l s i n p r i c i n g Rule 4 - - t h e Rule 4 

19 customers i n t h e p r e v i e w . 

2 0 I t would j u s t be u n b u n d l i n g i t i n t o t h e 

21 s e p a r a t e charges t h a t would r e f l e c t an e x p l i c i t CTC 

22 charge. 

23 Q Okay. Thank you, Mr. Hoffmann. 

24 A A l l r i g h t . 

2 5 MR. LAMKIN: N o t h i n g f u r t h e r . 
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1 JUDGE CORBETT: Okay. Mr. Z i e l o n i s , on b e h a l f 

2 o f PRA. 

3 MR. ZIELONIS: Thank you, Your Honor. 

4 CROSS EXAMINATION 

5 BY MR. ZIELONIS: 

6 Q Good a f t e r n o o n , Mr. Hoffmann. 

7 A Good a f t e r n o o n . 

8 Q I as sume you would agree w i t h me t h a t t h e 

9 e l e c t r i c i n d u s t r y , i n c l u d i n g y o u r company and i t s 

10 customers, are moving i n t o a c o m p e t i t i v e environment? 

11 A I would even submit t h a t we are a l r e a d y 

12 t h e r e . 

13 P a r t i c u l a r l y here i n t h e P i t t sburgh area, we 

14 have had i n t e n s e c o m p e t i t i o n o f e l e c t r i c and gas i n 

15 t h i s area, b u t as t h e e l e c t r i c i n d u s t r y expands, t h e 

16 l e v e l o f compet i t i o n w i l l i n t e n s i f y . 

17 Q Would you agree, t h e n , t h a t i n a 

18 c o m p e t i t i v e e n v i r o n m e n t , t h o s e who may have more 

19 i n f o r m a t i o n may do b e t t e r t h a n t h o s e who don't? 

20 A Yes. I t h i n k t h e e f f i c i e n t w o r k i n g w i t h 

21 markets t y p i c a l l y r e l i e s on i n f o r m a t i o n , yes. 

22 Q And those who may have more i n i t i a t i v e t o 

23 f i n d new p r o d u c t s may do b e t t e r t h a n someone el s e ? 

24 A That i s not n e c e s s a r i l y new p r o d u c t s . I t 

2 5 i s p r o d u c t s customers need. 
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1 Q And those who work more e f f i c i e n t l y may do 

2 b e t t e r t h a n someone el s e ? 

3 A G e n e r a l l y s p e a k i n g . 

4 Q A l l r i g h t . And t h o s e w i l l i n g t o spend a 

5 l i t t l e more on r e s e a r c h and development may do b e t t e r 

6 t h a n t h o s e t h a t are not w i l l i n g t o do t h a t ? 

7 A Not n e c e s s a r i l y . I t depends on -- t h e r e 

8 are o t h e r ways, o t h e r t h a n r e s e a r c h and development, 

9 t o s t a y t e c h n o l o g i c a l l y f r e s h . 

10 Q But t h a t ' s one way do t o do i t , i s i t not? 

11 A That 1s one way t o do i t . 

12 Q And those who respond more q u i c k l y t o 

13 market demands may do b e t t e r t h a n someone e l s e ? 

14 A I n a c o m p e t i t i v e market. 

15 Q Yes. I mean, t h a t i s what c o m p e t i t i o n i s 

16 a l l about, c o r r e c t ? 

17 A G e n e r a l l y s p e a k i n g , yes. 

18 Q But you oppose f i r s t come, f i r s t s erve 

19 e l i g i b i l i t y c r i t e r i a , because you assume some 

2 0 customers may not be b e t t e r i n f o r m e d , respond more 

21 q u i c k l y , are w i l l i n g t o spend more f o r an o v e r n i g h t , 

22 r a t h e r t h a n -- o v e r n i g h t e x p r e s s , r a t h e r t h a n a 32 

23 cent stamp, c o r r e c t ? 

24 A The --

25 Q I s t h a t a yes o r no? 
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1 A The e a r l i e r c h a r a c t e r i z a t i o n o f a 

2 c o m p e t i t i v e m a r k e t p l a c e was a mature c o m p e t i t i v e 

3 m a r k e t p l a c e . 

4 What we are d e s c r i b i n g here i n t h a t response 

5 i s a c o m p e t i t i v e m a r k e t p l a c e which i s j u s t e v o l v i n g 

6 on t h e e l e c t r i c s i d e , so t h e assumptions t h a t you 

7 l a i d o u t are a l i t t l e b i t d i f f e r e n t w i t h r e s p e c t t o 

8 i n f o r m a t i o n . 

9 The a v a i l a b i 1 i t y o f i n f o r m a t i o n , t h e 

10 e f f i c i e n c y o f market i n f o r m a t i o n i s , as you 

11 i n d i c a t e d , a c r i t i c a l u n d e r p i n n i n g o f t h e e f f e c t i v e 

12 w o r k i n g s o f t h a t c o m p e t i t i v e m a r k e t p l a c e . 

13 Unless t h a t i n d u s t r y i s mature, t h e n those 

14 mechanisms a r e n ' t i n p l a c e . 

15 Q But someone has t o t a k e t h e i n i t i a t i v e , 

16 though? I s t h a t c o r r e c t ? 

17 A To do what? 

18 Q To respond t o t h e market. 

19 A You have t o t a k e -- anyone has t o ta k e a 

20 i n i t i a t i v e t o --

21 Q I f I assume your E x h i b i t FAH-4 --

2 2 MR. MOOT: I don't mean t o i n t e r r u p t , b u t you 

23 c u t him o f f i n the m i d d l e o f a sentence. 

2 4 MR. ZIELONIS: Oh, I t h o u g h t he was f i n i s h e d . 

2 5 MR. MOOT: W e l l , he was i n t h e m i d d l e o f a 

HOLBERT ASSOCIATES 
(717) 540-9669 



1036 

1 sentence. 

2 I f you have more --

3 THE WITNESS: No. Go ahead. 

4 BY MR. ZIELONIS: 

5 Q I n FAH-4, page one o f one --

6 A Which i s ? 

7 Q 11 i s y o u r c o m m e r c i a l / i n d u s t r i a l market 

S segment r a n k i n g . 

9 A Okay. 

10 Q I f I sum t h e t o t a l a c c o u n t s , w i l l t h a t be 

11 e q u i v a l e n t t o Duquesne's t o t a l customer b a s i s f o r 

12 commercial and i n d u s t r i a l c l a s s , l e a v i n g o u t s m a l l 

13 business? 

14 A l t s h o u l d . 

15 Q Can you t e l l me what k i n d s o f bu s i n e s s e s 

16 would be i n c l u d e d i n u t i l i t y s e r v i c e s ? 

17 A We had p r o v i d e d , as one o f t h e 

18 i n t e r r o g a t o r i e s , s p e c i f i c r e f e r e n c e s t o each one of 

19 these market segments as t o what SIC code 

20 c l a s s i f i c a t i o n s t h e r e were, so I c a n ' t -- r i g h t now, 

21 I cannot remember a l l those d e t a i l s , b u t t h e r e i s an 

22 i n t e r r o g a t o r y t h a t s p e l l s o u t bought t h e SIC 

23 c l a s s i f i c a t i o n s f o r each one o f t h e s e market segment 

24 l i s t i n g s o r t i t l e s , and t h e n i f you j u s t go t o t h e 

25 SIC codes, i t g i v e s an ex p a n s i v e d e s c r i p t i o n o f t h e 
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1 t y p e s o f bu s i n e s s e s t h a t a re i n t h e r e . 

2 Q Are t h e r e s u b c a t e g o r i e s i n t h e SIC codes 

3 f o r each o f these market segments? 

4 A There are e x t e n s i o n s t o t h e numbers, yes. 

5 Q Okay. And what you have done i s 

6 e s s e n t i a l l y sum t h o s e market e x t e n s i o n s i n t o t h e main 

7 c a t e g o r y ? 

A That's c o r r e c t . 

9 Q Now, how do you d e f i n e , on Page 4, l i n e s 

10 t h i r t e e n t o f o u r t e e n , I b e l i e v e , o f y o u r d i r e c t 

11 t e s t imony - -

12 A I'm s o r r y . The r e f e r e n c e a g a i n , please? 

13 Q I t i s page f o u r --

14 A Uh-huh. 

15 Q l i n e s t w e l v e t o f o u r t e e n , and 

16 p a r t i c u l a r l y t h e s t a t e m e n t o r t h e phr a s e , "customers 

17 t h a t compete w i t h each o t h e r . " 

18 How d i d Duquesne, o r how d i d you make t h a t 

19 d e t e r m i n a t i o n ? 

20 A We are u s i n g b a s i c a l l y t h e u n d e r l y i n g 

21 assumption t h a t customers i n t h e same market 

22 segments, as d e f i n e d by t h e SIC c l a s s i f i c a t i o n s , 

23 e f f e c t i v e l y have t h e r e i s p r o b a b i l i t y t h a t t h e y 

24 would be competing a g a i n s t each o t h e r . 

25 There are o t h e r f a c t o r s , o b v i o u s l y , b u t by 
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1 us i n g t h o s e market segment b r e a k o u t s, t h e presumpt i o n 

2 i s t h a t customers a r e n ' t competing a c r o s s those 

3 market segments, b u t are competing w i t h i n t h e market 

4 segment s. 

5 Q How about a -- l e t ' s t a k e a gas s t a t i o n i n 

6 t h e H a r r i s b u r g area, l i k e a Sheetz, w h i c h has gas 

7 pumps, as w e l l as a convenience s t o r e . 

8 Where would t h e y f i t i n y o u r market segments, 

9 i f you know? 

10 A I t i s wherever t h a t customer had t o l d us 

11 what t h e i r SIC c l a s s i f i c a t i o n i s , and i f t h a t was 

12 m i s c l a s s i f i e d , as I i n d i c a t e d b e f o r e , t h e r e would be 

13 a d i s p u t e r e s o l u t i o n process where t h e y c o u l d c o r r e c t 

14 t h a t . 

15 Q When would t h e customer t e l l you t h i s ? 

16 A D u r i n g t h e p h a s e - i n p e r i o d . 

17 Q S o t h e y have t o t a k e t h e i n i t i a t i v e t o 

18 f i g u r e o ut what k i n d o f SIC code t h e y f i t i n t o ? 

19 A W e l l , t h e y have a l r e a d y t o l d us what t h e i r 

20 SIC c l a s s i f i c a t i o n i s . 

21 I t i s i n our computer system, a s s i g n e d t o 

22 t h e i r a c c o unt, so -- and t h e y would know from t h i s 

23 p r o c e e d i n g r i g h t now which phase o f t h e t r a n s i t i o n 

24 t h e y would be i n . 

25 They c o u l d p l a n f o r t h a t r i g h t now. 
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1 They c o u l d t e l l us r i g h t now i f t h e y are 

2 m i s c l a s s i f i e d . 

3 Q Wel1, how about a gas s t a t i o n , t h e n , t h a t 

4 has no convenience s t o r e a t t a c h e d t o i t ? 

5 Would you agree w i t h me t h a t t h e gas s t a t i o n 

6 w i t h t h e convenience s t o r e competes w i t h t h e gas 

7 s t a t i o n w i t h o u t a convenience s t o r e , b u t may be i n 

8 two d i f f e r e n t market segments? 

9 A That's f o r t h a t customer t o d e c i d e . 

10 Q I am a s k i n g you: I s t h a t a p o s s i b i l i t y ? 

11 A W e l l , t h e gas would compete w i t h t h e gas. 

12 Q And t h e s t a t i o n , one gas s t a t i o n compet es 

13 w i t h t h e o t h e r gas s t a t i o n , c o r r e c t ? 

14 A Under t h a t s c e n a r i o , yes. 

15 Q But one may be i n a s e p a r a t e SIC code; the 

16 o t h e r may be i n a n o t h e r , c o r r e c t ? 

17 A I f t h a t i s what t h e y t o l d -- i f t h a t i s 

18 what t h e y s i g n t h e i r SIC code c l a s s i f i c a t i o n s 

19 r e s p e c t i v e l y , t h e n yes. 

2 0 Q And so one may be i n t h e p h a s e - i n because 

21 i t i s i n one o f your ranked, h i g h e r r a n k e d segments, 

22 w h i l e the o t h e r may not be? 

23 I s t h a t a p o s s i b i l i t y ? 

24 A That's a p o s s i b i l i t y , because t h e one 

25 customer - - one customer had t o l d us t h e y are not 
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1 r e a l l y i n t h e gas b u s i n e s s . 

2 They are i n t h e convenience s t o r e b u s i n e s s , 

3 and t h a t i s what t h e y v i e w as t h e i r c ore b u s i n e s s , 

4 and t h a t i s what -they compete i n . 

5 Q How about, t h e n , an o f f i c e b u i l d i n g ? 

6 For example, t h e I t h i n k t h a t ' s F i f t h 

7 Avenue. 

8 Would t h a t o f f i c e b u i l d i n g , would i t s master 

9 meter be an o f f i c e b u i l d i n g t o t a l ? 

10 A Yes. 

11 Q And would you agree w i t h me t h a t t h e r e are 

12 r e t a i l shops i n t h a t o f f i c e b u i l d i n g ? 

13 A Yes. Yes, t h e r e a r e . 

14 Q And those r e t a i l shops may compete w i t h 

15 o t h e r r e t a i l shops which have t h e i r own s e p a r a t e 

16 meters? 

17 A That's p o s s i b l e . When t h a t r e t a i l shop 

18 moved i n t o t h a t o f f i c e b u i l d i n g , t h e y l o o k e d a t the 

19 economics, t h e o p e r a t i o n a l c o s t s o f r u n n i n g t h a t 

20 r e t a i l s t o r e i n t h a t o f f i c e b u i 1 d i n g , whi ch o b v i o u s l y 

21 i n c l u d e d r e n t s and u t i l i t i e s and e v e r y t h i n g e l s e , so 

22 t h a t was t h e i r d e c i s i o n t o s i t e i n t h a t p a r t i c u l a r 

23 l o c a t i o n . 

24 Q B u t b a s e d o n y o u r , o r t h e company's t h e o r y , 

25 though, t h e y weren't supposed t o be t r a c k i n g market 
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1 t r e n d s , were t h e y , t o c o n s i d e r whether e l e c t r i c 

2 c o m p e t i t i o n would come --

3 A Sure. 

4 Q - - when t h e y made t h a t d e c i s i o n t o l o c a t e 

5 t h e r e , were they? 

6 A They are l o o k i n g a t o v e r a l 1 o p e r a t i n g 

7 c o s t s . 

8 Q And how about t h e H i l t o n a c r o s s t h e s t r e e t 

9 here? 

10 There are r e t a i l shops i n t h a t b u i l d i n g ? 

11 Would you agree? 

12 A I t h i n k i f you were t o ask t h e H i l t o n , what 

13 do t h e y c l a s s i f y themselves as, i t would be t h e 

14 c l a s s i f i c a t i o n t h a t t h e y have t o l d us, t h a t t h e y are 

15 i n t h e b u s i n e s s o f p r o v i d i n g a h o t e l . 

16 That i s t h e b u s i n e s s t h e y are i n , and t h a t i s 

17 what t h e y compete i n . 

18 Q Let me ask you t h e q u e s t i o n a g a i n , i f you 

19 don't u n d e r s t a n d i t . 

20 Are t h e r e r e t a i l shops i n t h a t h o t e l ? 

21 A I t i s my u n d e r s t a n d i n g t h e r e a r e . 

22 Q Okay. Now, how about a book s t o r e t h a t has 

23 a r e s t a u r a n t c o n t a i n e d w i t h i n i t ? 

24 Where does i t f i t i n t o ? 

25 I s i t b a s e d o n what t h e customer t o l d you 
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1 t h e i r SIC code was? 

2 A Yes. 

3 Q So i f i t happened t o , on y o u r r a n k i n g , say, 

4 i n d i c a t e t h a t i t was more a r e s t a u r a n t r a t h e r t h a n 

5 merchandise, even though i t may compete w i t h a n o t h e r 

6 book s t o r e , one may g e t i n t h e f i r s t y e a r , and t h e 

7 o t h e r may not ? 

8 A S i nee you c a l l e d i t a book s t o r e , I pre sume 

9 the book s t o r e c a l l s i t s e l f a book s t o r e , and t h a t i t 

10 w o u l d have t o l d us i t was a book s t o r e . 

11 I f i t wants t o become a r e s t a u r a n t , i t has a 

12 d i s p u t e r e s o l u t i o n p r o c e s s where i t c o u l d t e l l us i t 

13 i s a r e s t a u r a n t . 

14 Q How about a - - when you d i d y o u r r a n k i n g s 

15 of t h e commercial, r e s i d e n t i a l and s m a l l b u s i n e s s , 

16 d i d you account f o r t h e demographics o f t h e 

17 i n d i v i d u a l Z i p Codes? 

18 A Did we account f o r t h e demographics? 

19 Q Yes. 

20 A No. The numbers spoke f o r t h e m s e l v e s . 

21 Q So you d i d n 1 t c o n s i d e r t h e p o p u l a t i o n o f 

22 t h e Z i p Code? 

2 3 You d i d n 1 t c o n s i d e r t h e age, income l e v e l , 

2 4 edueat i o n a l l e v e l ? 

25 A No. The r a n k i n g came f r o m t h e customers 

HOLBERT ASSOCIATES 
(717) 540-9669 



1043 

1 s a y i n g t h e y wanted access t o c o m p e t i t i v e l y p r i c e d 

2 g e n e r a t i o n , so i t was c o m p l e t e l y -- t h e r e was no 

3 o t h e r e v a l u a t i o n o f t h e Z i p Codes. 

4 T h i s i s what t he customers had v o i c e d . 

5 Q Could p o p u l a t i o n , age o f t h a t p o p u l a t i o n , 

6 income l e v e l , e d u c a t i o n a l l e v e l s a f f e c t t h e 

7 customers 1 i n t e n t t o e n t e r i n t o t h e p i l o t program? 

8 A l t c o u l d . 11 i s n ot e v i d e n t t h a t i t d i d . 

9 Q You haven't completed y o u r s t u d y a t t h i s 

10 t i m e , then? 

11 A That's c o r r e c t , though I w i l l n o t e f r o m 

12 t h a t e x h i b i t t h a t t h e r e are Z i p Codes i n b o t h Phase 1 

13 and Phase 3, f o r example, which would be 

14 c h a r a c t e r ! z e d as h a v i n g h i g h income cus tomers, and 

15 t h e r e i s no d i s c e r n a b l e t r e n d , j u s t l o o k i n g a t t h a t 

16 l i s t , w i t h r e s p e c t t o demographics, b u t we haven't 

17 done a d e t a i l e d s t u d y o f t h a t y e t . 

18 Q And I b e l i e v e you answered a q u e s t i o n o f 

19 t h e I n d u s t r i a l s , t h a t i f as you go t h r o u g h y o u r 

20 r a n k i n g s , and you happen t o come t o one r a n k i n g which 

21 exceeds t h e 33 p e r c e n t , t h a t you w i l l t h e n e x e r c i s e 

22 y o u r d i s c r e t i o n t o go above t h e s t a t u t o r y 33 p e r c e n t 

2 3 t h a t you r e l y on i n your t e s t i m o n y ? 

24 A That would be t h e i n t e n t . 

2 5 Q Now, c o u l d I , f o r purposes o f d e t e r m i n i n g 
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1 when segments would a c h i e v e e l i g i b i l i t y f o r t h e 

2 p h a s e - i n r e t a i l access, i n o r d e r t o compute t he 

3 r a n k i n g s i m i l a r t o what you have done f o r t h e 

4 r e s i d e n t i a l and s m a l l commercial group, c o u l d I tak e 

5 -- I assume I c o u l d t a k e t h e D I I Cross E x a m i n a t i o n 

6 E x h i b i t 1 system peak l o a d c o n t r i b u t i o n s , f o r 

7 example, f o r t he commercial c l a s s , and I would deduct 

8 r o u g h l y 196 megawatts f o r t h e commercial c l a s s t o 

9 come up w i t h a t o t a l c l a s s c o n t r i b u t i o n t o t h e peak, 

10 c o r r e c t ? 

11 A No. As I i n d i c a t e d , t h a t p a r t i c u l a r 

12 e x h i b i t was based on c o n t r i b u t i o n t o system peak l o a d 

13 and we were g o i n g t o be - - f r o m t h e d a t a r e q u e s t we 

14 j u s t h eard, we would g i v e you numbers on a n i n e p o i n t 

15 b a s i s . 

16 Q And I c o u l d use t h e same methodology, 

17 though? 

18 A Use t h e same - -

19 Q L e t ' s j u s t use t h i s f o r now, s i n c e we have 

20 t h a t . 

21 A I am j u s t c l a r i f y i n g , t h a t t h o s e a r e n ' t t h e 

2 2 numbers, though. 

23 Q I u n d e r s t a n d . But I c o u l d compute a 

2 4 r a n k i n g o f which segments on your e x h i b i t , on t h i s 

2 5 e x h i b i t w i l l g e t i n t o t h e f i r s t y e a r o f t h e phase - i n 
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1 by computing t h e t o t a l c o mmercial, l e s s s m a l l 

2 b u s i n e s s , t a k i n g 33 p e r c e n t t h e n o f t h a t sum, 

3 c o r r e c t , o r o f t h a t d i f f e r e n c e , c o r r e c t --

4 A Yes. 

5 Q and t h e n s t a r t w i t h y o u r r a n k i n g on 

6 FAH-4, government t o t a l , and move t h r o u g h each o f 

7 these t o t a l system peak l o a d c o n t r i b u t i o n s t o 

d e t e r m i n e who would get i n the f i r s t y e a r , c o r r e c t ? 

9 A That i s t h e methodology. 

10 Q And I would use t h e same, t h e n , f o r your 

11 c o i n c i d e n t peak t h a t you are g o i n g t o p r o v i d e , 

12 c o r r e c t ? 

13 A The n o n - c o i n c i d e n t peak, yes. 

14 Q And you i n d i c a t e d b e f o r e t h a t you don't 

15 t h i n k i t i s a p p r o p r i a t e t o use f i r s t come, f i r s t 

16 s e r v e , because o f , people a r e n ' t -- some people are 

17 b e t t e r i n f o r m e d t h a n o t h e r s , e t c e t e r a , y e t f o r your 

18 c o m p e t i t i v e d i s a d v a n t a g e c o m p l a i n t p r o c e e d i n g , would 

19 you agree w i t h me t h a t t h e customer now has t o become 

20 i n f o r m e d and i n i t i a l l y , a t l e a s t , r e g a r d i n g t h a t 

21 process? 

22 A But even as we speak, customers are 

23 i n f o r m e d . 

24 They have d i f f e r e n t l e v e l s o f awareness about 

25 t h e s e i s sues. 
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1 Q Does he have t o become i n f o r m e d o f t h e 

2 e n t i r e p r o c e s s i n i t i a l l y ? 

3 A Yes, t o p a r t i c i p a t e , t o u n d e r s t a n d how t o 

4 • p a r t i c i p a t e . 

5 Q And he has t o f i g u r e o u t , does he n o t , what 

6 the burden o f p r o o f i s , as you have i n d i c a t e d on Page 

7 4, L i n e s 17 t o 20? 

8 A On which t e s t imony? 

9 Q Your d i r e c t t e s t i m o n y , Mr. Hoffmann. 

10 A Page 4? 

11 Q Yes. I t i s your d i s c u s s i o n r e g a r d i n g , f o r 

12 t h e customer t o p r e v a i l , he has t o prove two t h i n g s , 

13 c o r r e c t ? 

14 A Could I rea d t h e a c t u a l passage? 

15 Q Yes. 

16 A Page 4 o f t h e d i r e c t , whi ch l i n e s ? 

17 Q I t would be s t a r t i n g on l i n e s i x t e e n 

18 t h r o u g h l i n e t w e n t y . 

19 MR. MOOT: I assume by t h e r e f e r e n c e t o 

20 "burden o f p r o o f , " you are j u s t u s i n g t h a t l o o s e l y , 

21 and n o t i n t h e l e g a l sense? 

2 2 MR. ZIELONIS: Yes, t h a t 1 s c o r r e c t . 

2 3 A The customer would have t o t a k e t h e 

24 i n i t i a t i v e t o b r i n g t h i s t o our a t t e n t i o n . 

2 5 We would have no i n f o r m a t i o n t o suspect t h a t 
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1 t h e c u r r e n t c l a s s i f i c a t i o n was i n c o r r e c t , or t h a t 

2 somehow o r o t h e r t h e customer i s competing a c r o s s 

3 market segments, so t h a t , yes, t h e customer would 

4 have t o come t o us. 

5 Q He may have t o spend some money t o do t h i s , 

6 and he may have t o respond q u i c k l y , c o r r e c t ? 

7 A There i s no -- t h e p r o c e d u r e , d i s p u t e 

8 r e s o l u t i o n p r o c e d u r e , hasn't been s p e l l e d o u t , so I 

9 don't know t h e t i m i n g i s s u e . 

10 I d o n 1 t know what would be c o n s i d e r e d t o be, 

11 he has t o respond q u i c k l y , and I d o n 1 t know why t h e r e 

12 would be a l e v e l o f expense a s s o c i a t e d w i t h i t , o t h e r 

13 t h a n j u s t n o t i f y i n g us o f i t . 

14 Q His t i m e i s w o r t h something, i s i t not? 

15 A I would presume i t has some. 

16 Q How would you make t h e -- i f Duquesne has 

17 d e t e r m i n e d t h i s , how w i l l Duquesne make t h e 

18 d e t e r m i n a t i o n o f a s p e c i f i c c o m p e t i t i v e d i s a d v a n t a g e ? 

19 A We haven't -- as I have s a i d now a couple 

20 o f t i m e s , we have not completed p r o c e d u r a l a s p e c t s o f 

21 the d i s p u t e r e s o l u t i o n p r o c e s s , and i t would have t o 

22 be addressed t h e n . 

2 3 Q Do you know who w i l l make t h a t 

24 d e t e r m i n a t i o n i n Duquesne? 

2 5 Has t h a t been decided? 
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1 A No, no, i t has n o t . 

2 Q Do you know whether Duquesne w i l l c r e a t e 

3 r e c o r d s r e g a r d i n g these d i s p u t e s ? 

4 A No, I do n o t . 

5 Q Do you know whether customers w i l l be a b l e 

6 t o r e v i e w t h o s e r e c o r d s ? 

7 A The p r o c e s s has not been d e f i n e d . 

8 MR. ZIELONIS: Your Honor, t h a t ' s a l l the --

9 i f I c o u l d have j u s t a m i n u t e , I t h i n k I am f i n i s h e d . 

10 BY MR. ZIELONIS: 

11 Q One l a s t q u e s t i o n . On Page 5, L i n e s 7 

12 t h r o u g h 12, you d i s c u s s - -

13 A Of which t e s t i m o n y ? 

14 Q Of your d i r e c t t e s t i m o n y . 

15 A Page f i v e , seven t h r o u g h t w e l v e ? 

16 Q Yes. 

17 A Okay. 

18 Q I t i s your d i s c u s s i o n r e g a r d i n g a r e j e c t i o n 

19 o f one t h i r d o f l o a d f o r a l l customers. 

20 I would assume, s i n c e you are w o r r i e d about 

21 t h e convenience of t h e customers, t h a t i f the 

2 2 customers - - i f you t o o k a p o l l o f your customers, 

23 and t h e y s a i d , "We don't t h i n k i t has complex, and we 

24 don't t h i n k i t i s i n c o n v e n i e n t , " t h a t you would t h e n 

25 u t i l i z e t h a t t y p e o f p r o c e e d i n g , o r t h a t t y p e o f 
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1 s chedule f o r phase-in? 

2 A I would s t i l l have t h e co n c e r n about 

3 c o m p e t i t i v e d i s a d v a n t a g e w i t h f i r s t come, f i r s t 

4 s e r v e . 

5 I t seems t o be an i n h e r e n t weakness o f t h a t 

6 approach. 

7 We are not c o m p l e t e l y r e j e c t i n g , f i r s t come, 

8 f i r s t s e r v e . 

9 We are j u s t s u g g e s t i n g t h a t t h e approach t h a t 

10 we are p r o p o s i n g i s s u p e r i o r t o i t . 

11 Q Now, t h i s was n o t a f i r s t come, f i r s t 

12 serve? 

13 T h i s was, everyone i s i n , b u t f o r o n l y one 

14 t h i r d o f t h e load? 

15 A Oh, i n t h a t i n s t a n c e , i f t h e customers 

16 d i d n ' t have a problem w i t h t h a t . We g e n e r a l l y t r i e d 

17 t o meet what the customers' needs a r e . 

18 I f t h e y l i k e t h a t , t h a t i s f i n e . We would 

19 s t i l l have t o c l a r i f y what "one t h i r d " means. 

20 Q So i s i t now t h e company's p o s i t i o n t h a t i f 

21 a l l y o u r commercial, or a m a j o r i t y o f y o u r commercial 

22 and i n d u s t r i a l s t e l e p h o n e d and s a i d , "Do one t h i r d , " 

23 the company would do one t h i r d , r a t h e r t h a n your 

24 p r o p o s a l ? 

25 A That's c o r r e c t . 
. 
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1 Q And t h a t w o u l d be one t h i r d f o r e v e r y 

2 c u s t o m e r , r a t h e r t h a n a m a r k e t segment r a n k i n g ? 

3 A G e n e r a l l y f o r c o m m e r c i a l , i n d u s t r i a l 

4 c u s t o m e r s , y e s . 

5 MR. ZIELONIS: Y o u r Honor, t h a t ' s a l l t h e 

6 q u e s t i o n s I ha v e . 

7 JUDGE CORBETT: Okay. I n o t e Mr. B a r a k i s n o t 

i n t h e room a t t h i s t i m e f o r t h e E n v i r o n m e n t a l i s t s . 

Mr. S t e w a r t i n d i c a t e d t o me b e f o r e he l e f t 

10 t h a t he had no c r o s s f o r t h i s w i t n e s s on b e h a l f o f 

11 

12 

13 

14 

MAPSA. 

Mr. C l e a r f i e l d ? 

(Recess t a k e n . ) 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 
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1 JUDGE CORBETT: We're back on t h e r e c o r d . 

2 Mr. C l e a r f i e l d . 

3 MR. CLEARFIELD: Thank you, Your Honor. 

4 CROSS-EXAMINATION 

5 BY MR. CLEARFIELD: 

6 Q. Good a f t e r n o o n , Mr. Hoffmann. I want t o 

7 ask you some q u e s t i o n s f i r s t about t h e p r o p o s a l t o 

8 phase i n d i r e c t access f o r r e s i d e n t i a l customers 

9 u s i n g a GAC process t h a t you d e s c r i b e i n yo u r d i r e c t 

10 t e s t i m o n y . 

11 JUDGE CORBETT: You might want t o s p e l l t h a t 

12 f o r t h e c o u r t r e p o r t e r . 

13 MR. CLEARFIELD: G-A-C. 

14 BY MR. CLEARFIELD: 

15 Q We've had some d i s c u s s i o n a l r e a d y about 

16 t h a t a t l e a s t i n p a s s i n g t h i s morning, o r t h i s 

17 a f t e r n o o n . I s t h e p r o p o s a l t h a t t h e company i s 

18 making t h a t customers i n t h e area codes t h a t you show 

19 on E x h i b i t FAH-3 would be d e s i g n a t e d a s - - t h a t i s i n 

20 t h e l e f t - h a n d column t h e r e - - w o u l d be d e s i g n a t e d as i n 

21 t h e f i r s t t h i r d o f d i r e c t access phase-in? 

22 A That's c o r r e c t . The z i p codes, n o t area 

23 codes. 

24 Q I'm s o r r y . 

2 5 A That's a l l r i g h t . 
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1 Q And how would t h e y be i n f o r m e d t h a t t h e y 

2 have been so d e s i g n a t e d ? 

3 A Through t h e customer e d u c a t i o n p r o c e s s . 

4 Q Does t h a t i n c l u d e d i r e c t m a i l ? 

5 A D i r e c t m a i l . 

6 Q Are you e x p e c t i n g or p l a n n i n g t o r e q u i r e o r 

7 e l i c i t any k i n d o f response from those customers once 

8 you've i n f o r m e d them t h a t t h e y ' v e been so d e s i g n a t e d ? 

9 A Response f o r what? What purpose? 

10 Q W e l l , an i n d i c a t i o n o f t h e i r i n t e r e s t o r 

11 acquiescence i n b e i n g d e s i g n a t e d as p a r t o f t h e f i r s t 

12 t h i r d o f d i r e c t access or any o t h e r k i n d o f response 

13 c a r d , response f r o m t he customer t h a t t h e y w i s h t o 

14 p a r t i c i p a t e ? 

15 A There would be o t h e r responses and o t h e r 

16 communications w i t h r e s p e c t t o the f i r s t t h i r d and 

17 t h e second t h i r d , s i m i l a r t o what we went t h r o u g h 

18 w i t h t h e p i l o t program w i t h r e s p e c t t o i n t r o d u c i n g 

19 customers t o the m a r k e t p l a c e and a l t e r n a t i v e 

2 0 s u p p l i e r s . 

21 But i f you're a s k i n g do I send them a l e t t e r 

2 2 e i t h e r t h r o u g h b i l l i n s e r t o r a s t a n d - a l o n e l e t t e r 

23 s a y i n g , Dear Customer, you're i n t h i s p a r t i c u l a r z i p 

2 4 code, which based on the p i l o t r e s u l t s i s i n t h e 

25 f i r s t t h i r d ; you can choose your customer s t a r t i n g 
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1 1/1/99 --

2 Q Your s u p p l i e r ? 

3 A y our s u p p l i e r s t a r t i n g 1/1/99; do you 

4 want t o do t h a t ? we don't expect t o ask t h a t q u e s t i o n 

5 a g a i n . We're u s i n g the p i l o t r e s u l t s as t h e b a s i s 

6 f o r t h e o n e - t h i r d . 

7 Q So, i n f a c t , a f t e r d e s i g n a t i n g t h a t f i r s t 

8 t h i r d o f r e s i d e n t i a l customers as b e i n g t h e t h i r d 

9 t h a t w i l l be i n i t i a l l y i n c l u d e d f o r d i r e c t access, 

10 e i t h e r a t h i r d o f those customers o r any number below 

11 a t h i r d c o u l d a c t u a l l y d e c i d e t o s w i t c h t o an 

12 a l t e r n a t i v e s u p p l i e r under your p r o p o s a l ; i s t h a t 

13 r i g h t ? 

14 A C o n s i s t e n t w i t h t h e l e g i s l a t i o n , w hich says 

15 t h a t o n e - t h i r d o f t h e customers would have an 

16 o p p o r t u n i t y f o r d i r e c t access, we would be g i v i n g an 

17 o p p o r t u n i t y t o o n e - t h i r d o f those customers f o r t h a t 

18 d i r e c t access. 

19 Q Your p r o p o s a l does n o t assure t h a t one-

2 0 t h i r d would, i n f a c t , e i t h e r -- W e l l , i t doesn't 

21 assure t h a t one - t h i r d would a c t u a l l y s w i t c h t o an 

2 2 a l t e r n a t i v e s u p p l i e r . L e t ' s s t a r t w i t h t h a t . 

23 A L e g i s l a t i o n doesn't ask f o r t h a t . 

24 Q Mr. Hoffmann, does i t o r doesn't i t ? 

25 A I t does n o t . There i s a p o s s i b i l i t y t h a t 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

o n e - t h i r d would s w i t c h . 

Q And t h e r e ' s a p o s s i b i l i t y t h a t none would 

s w i t c h ? 

A C o r r e c t . 

Q I s i t a l s o p o s s i b l e t h a t -- Your p r o p o s a l 

doesn't assure t h a t o n e - t h i r d would even make i t a 

co n s c i o u s d e c i s i o n t o s t a y w i t h Duquesne, does i t ? 

You don't know i f t h e y don't s w i t c h whether t h e y ' v e 

"decided c o n s c i o u s l y a f f i r m a t i v e l y t o s t a y w i t h 

Duquesne as t h e s u p p l i e r o f l a s t r e s o r t , i f you w i l l , 

under your r a t e cap s e r v i c e o r whether t h e y s i m p l y 

d i d n ' t u n d e r s t a n d t h e i r c h o i c e o r d i d n ' t b o t h e r t o 

t a k e any a c t i o n ? 

A The a c t u a l p r o c e d u r e s f o r s i g n i n g up d u r i n g 

t h e f i r s t phase haven't been f i n a l i z e d . I n t h e p i l o t 

program, customers j u s t s e l e c t e d a s u p p l i e r o r t h e y 

d i d n ' t d u r i n g a p r e s c r i b e d p e r i o d o f t i m e t h a t t h e 

PUC had mandated. So we don't know i f t h e p i l o t 

p r o c e d u r e i s g o i n g t o be the same pr o c e d u r e f o r Phase 

1 o r n o t . 

Q We don't know whether t h e Commission w i l l 

d e s i g n a t e o r r e q u i r e t h a t procedure? I s t h a t what 

you mean? 

A That's c o r r e c t . 

Q I'm j u s t t r y i n g t o e x p l o r e y o u r p r o p o s a l a t 
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1 t h i s p o i n t because i t ' s d i f f e r e n t t h a n t h e p i l o t 

2 p r o c e d u r e . I s n ' t t h a t r i g h t ? 

3 A That's c o r r e c t . 

4 Q Even i f you amended your p r o p o s a l t o 

5 r e q u i r e o r t o add some form o f p o s i t i v e response from 

6 t h e customers so t h a t t h e y would i n d i c a t e a f f i r m a t i o n 

7 t h a t t h e y w i s h t o be e l i g i b l e Are you f o l l o w i n g 

8 me now? E i t h e r a response c a r d o r something e l s e 

9 t h a t would come back from t h e customer s a y i n g . Yeah, 

10 I t h i n k I ' d l i k e t o p a r t i c i p a t e . I t ' s t r u e , i s n ' t 

11 i t , t h a t t h e r e ' s a l a r g e d i f f e r e n c e between t h e 

12 number o f customers who might i n d i c a t e t h e y w i s h t o 

13 s w i t c h o r w i s h t o p a r t i c i p a t e , have t h e o p p o r t u n i t y 

14 t o s w i t c h , and t h e perc e n t a g e t h a t would a c t u a l l y 

15 s w i t c h a t t h e end o f the day, i f you w i l l ? 

16 A But I'm n o t a s k i n g them whether --

17 Q I ' m j u s t a s k i n g you, i s n ' t i t t r u e , i f we 

18 amended y o u r p r o p o s a l so t h e r e was some k i n d o f 

19 e l i g i b i l i t y 

20 A The answer i s yes. 

21 Q The answer i s , yes, t h e r e s t i l l i s a 

22 d i f f e r e n c e between t he customer s a y i n g . Yeah, I ' d 

23 l i k e t o p a r t i c i p a t e , and those customers a c t u a l l y 

24 s w i t c h i n g ? 

25 A Yes. 
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1 Q What I ' m t r y i n g t o get a t i s , i n f a c t , you 

2 t e s t i f i e d i n t h e p i l o t on b e h a l f o f Duquesne, d i d n ' t 

3 you? 

4 A That's c o r r e c t . 

5 Q Did you t e s t i f y about a s t u d y t h a t was 

6 conducted by EPRI and some B e l l system o p e r a t i n g 

7 companies and I t h i n k some t e l e p h o n e equipment 

8 m a n u f a c t u r e r s c o n c e r n i n g t he degree t o which 

9 customers would s w i t c h when o f f e r e d c e r t a i n l e v e l s o f 

10 d i s c o u n t s ? 

11 A The su r v e y covered t e l e p h o n e companies' 

12 l o n g - d i s t a n c e s e r v i c e b u t a l s o gas and e l e c t r i c , as I 

13 r e c a l l . The survey was t r y i n g t o get a t s w i t c h i n g 

14 b e h a v i o r s . 

15 Q I wanted t o ask you some q u e s t i o n s about 

16 t h e r e s u l t s o f t h a t t h a t were r e f l e c t e d i n y o u r 

17 t e s t i m o n y t h e r e . I have a copy o f the t r a n s c r i p t i f 

18 you would l i k e t o r e v i e w t h a t . 

19 Let me ask you the q u e s t i o n . I s n ' t i t t r u e 

2 0 t h a t t h e s t u d y i n d i c a t e d t h a t a t c e r t a i n l e v e l s o f 

21 d i s c o u n t customers -- S t r i k e t h a t . 

22 The su r v e y i n d i c a t e d t h a t i f t h e r e were no 

23 d i s c o u n t s o f f e r e d t o a customer, t h a t i s , t h e p r i c e 

24 o f f e r e d by t h e c o m p e t i t o r and t h e p r i c e o f f e r e d by 

25 t h e incumbent, i f you w i l l , were t h e same, s t i l l 
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1 about 10 p e r c e n t o f the customers would s w i t c h . Do 

2 you r e c a l l t h a t ? 

3 A There was some s w i t c h i n g . I don't remember 

4 t h e e x a c t number, b u t i t was t h a t o r d e r o f magnitude. 

5 Q I ' l l g i v e you t h e t r a n s c r i p t , and you can 

6 t a k e a l o o k a t i t , i f you l i k e . I b e l i e v e i t ' s on 

7 Page 246 o f t h a t t r a n s c r i p t . 

8 MR. CLEARFIELD: May I approach t h e w i t n e s s , 

9 Your Honor? 

10 JUDGE CORBETT: Yes. Aga i n , what t r a n s c r i p t 

11 are you r e f e r r i n g t o ? 

12 MR. CLEARFIELD: T h i s i s t h e t r a n s c r i p t from 

13 t h e p i l o t p r o c e e d i n g s t h a t were h e l d i n w h i c h 

14 Mr. Hoffmann t e s t i f i e d . 

15 Mr. Moot, I o n l y have one copy, i f you'd l i k e 

16 t o l o o k over h i s s h o u l d e r . 

17 BY MR. CLEARFIELD: 

18 Q Do you see t h a t i t i n d i c a t e s about 10 

19 p e r c e n t o f the customers would s w i t c h even i f t h e r e 

20 was no d i s c o u n t o f f e r e d ? 

21 A That's c o r r e c t . 

2 2 Q Do you r e c a l l t h a t t h e s t u d y a l s o i n d i c a t e d 

23 t h a t i f t h e r e was a 10-percent d i s c o u n t about 60 

24 p e r c e n t o f t h e customers would i n d i c a t e t h a t t h e y 

25 would s w i t c h ? 
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1 A I b e l i e v e t h a t ' s c o r r e c t . 

2 Q Now, d i d n ' t t h e s t u d y a l s o f i n d t h a t , i n 

3 f a c t , o n l y about 40 p e r c e n t o f t h e customers t h a t 

4 would so i n d i c a t e would a c t u a l l y f o l l o w t h r o u g h on 

5 t h e i r d e c i s i o n ? 

6 A I n t h e o n e example where t h e y c o u l d , i n 

7 f a c t , l o o k a t t h a t , which was t e l e c o m m u n i c a t i o n 

8 s e r v i c e , as I r e c a l l , l o n g - d i s t a n c e s e r v i c e , t h a t was 

9 t h e r e s u l t . 

10 Q And you used t h a t i n d i c a t i o n t o make a 

11 p r e d i c t i o n about how many customers might s u b s c r i b e 

12 i n y o u r p i l o t depending on t h e I e v e 1 o f d i s c o u n t t h a t 

13 was o f f e r e d , d i d n ' t you? 

14 A That was the o n l y a v a i l a b l e r e s e a r c h we had 

15 a t t h e t i m e , yes. 

16 Q So you d i d use t h a t t o make t h a t 

17 p r e d i c t i o n ? 

18 A As an i n d i c a t o r , yes. 

19 Q So t h a t even i f you p r o v i d e d a 

20 A c c o r d i n g t o t h i s s t u d y , even i f you p r o v i d e d a 10-

21 p e r c e n t d i s c o u n t from t h e p r e s e n t r a t e , t h i s s t u d y 

2 2 i n d i c a t e d t h a t o n l y 40 p e r c e n t o f the customers who 

23 even i n d i c a t e , s e l f - s e l e c t e d t h a t t h e y wanted t o 

24 s w i t c h , would a c t u a l l y f o l l o w t h r o u g h on t h a t 

25 d e c i s i o n ; i s t h a t c o r r e c t ? 
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1 A From t h a t p a r t i c u l a r r e s e a r c h f o r l o n g -

2 d i s t a n c e t e l e p h o n e s e r v i c e . 

3 Q Mr. Hoffmann, you used t h a t s t u d y i n t h e 

4 p i l o t case, and you t e s t i f i e d b e f o r e t h e Commission 

5 t o make a p r e d i c t i o n about how many customers would 

6 e n r o l l i n t h e Duquesne p i l o t based on t h e Duquesne 

7 proposed c r e d i t , d i d n ' t you? 

8 A That t e s t i m o n y p r e d a t e d what t h e Commission 

9 r u l e s were i n the p i l o t . The r e s e a r c h d i d n o t 

10 r e f l e c t a s m a l l window o f t i m e f o r customers t o make 

11 d e c i s i o n s , which was p r e s c r i b e d i n t h e p i l o t . The 

12 customers o n l y had a c e r t a i n amount o f t i m e t o make a 

13 d e c i s i o n b e f o r e t h e y were out o f t h e p i l o t . 

14 So I'm not sure t h a t t h i s t e s t i m o n y i s even --

15 can even be r e l e v a n t now t o the c u r r e n t r u l e s t h a t 

16 were i n t h e p i l o t . 

17 Q Are you s a y i n g t h a t now you b e l i e v e t h a t 

18 l e s s t h a n 40 p e r c e n t o f t h e customers who might 

19 i n d i c a t e t h a t t h e y would s w i t c h o r be i n t e r e s t e d i n 

20 s w i t c h i n g would a c t u a l l y f o i l o w t h r o u g h on t h a t 

21 d e c i s i o n ? 

2 2 A l t depends on t h e amount o f t i m e you g i v e 

2 3 them t o make t h e d e c i s i o n . I f you g i v e them one day, 

24 i f I t o l d you r i g h t now you have u n t i l m i d n i g h t 

25 t o n i g h t t o t a k e t h i s o f f e r , t h e r e ' l l be a s m a l l e r 
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1 p e r c e n t a g e t h a n i f I g i v e you two weeks t o t h i n k 

2 about i t . 

3 I t ' s a l s o g o i n g t o be a f a c t o r o f how much 

4 i n f o r m a t i o n you have and how complex t h e d e c i s i o n i s . 

5 So i t depends on a l o t o f f a c t o r s w i t h r e s p e c t t o how 

6 many customers are a c t u a l l y g o i n g t o make t h e 

7 d e c i s i o n . 

8 Q The p o i n t I'm t r y i n g t o make i s : T h i s 

9 s t u d y and your t e s t i m o n y i n the p i l o t i n d i c a t e d t h a t 

10 even f o r customers t h a t s e l f - s e l e c t and i n d i c a t e t h a t 

11 t h e y would s w i t c h a t a c e r t a i n l e v e l o f d i s c o u n t , 

12 t h a t more t h a n h a l f f a i l t o f o l l o w t h r o u g h on t h e i r 

13 d e c i s i o n i n t h a t c o n t e x t . I s n ' t t h a t r i g h t ? 

14 A That's what t h a t r e s e a r c h showed f o r t h a t 

15 p a r t i c u l a r c i r c u m s t a n c e , yes. 

16 Q Do you have any reason t o t h i n k t h a t 

17 r e s u l t s s i m i l a r t o t h a t would not a p p l y when r e t a i l 

18 access was b e i n g phased i n f o r the f i r s t t h i r d o f 

19 customers, t h a t you'd s t i l l have t h i s d i v e r g e n c e 

20 between customers who even i n d i c a t e d t h e y wanted t o 

21 s w i t c h and those customers who a c t u a l l y f o l l o w e d 

2 2 t h r o u g h u l t i m a t e l y ? 

23 A There would p r o b a b l y be a d i v e r g e n c e . The 

24 numbers, though, I have no id e a what t h e numbers 

2 5 would be. 
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1 Q W e l l , i s t h e r e any reason why i t w o u l d n ' t 

2 be a t l e a s t t h e 40 p e r c e n t t h a t t h i s s t u d y had found? 

3 A Sure. There c o u l d be a l l k i n d s o f reasons 

4 why i t would be a d i f f e r e n t number t h a n 40 p e r c e n t . 

5 Q Have you done a s t u d y t o d e t e r m i n e how t h e 

6 r e s u l t s i n t h e o n e - t h i r d p h a s e - i n would d i f f e r from 

7 t h e s t u d y t h a t you p r e s e n t e d i n t h e p i l o t ? 

8 A I haven't p r e s e n t e d any. 

9 Q I'm a s k i n g you i f you've done any r e s e a r c h 

10 o r any s t u d y t o d e t e r m i n e o r t o i d e n t i f y any f a c t o r s 

11 t h a t would r e s u l t i n a d i f f e r e n t c o n c l u s i o n t h a n t h a t 

12 w h i c h was p r e s e n t e d by you i n t h e p i l o t t o i n d i c a t e 

13 t h e number of customers who would not f o l l o w t h r o u g h 

14 on t h e i r d e c i s i o n even a f t e r t h e y ' v e d e s i g n a t e d t h a t 

15 t h e y would l i k e t o s w i t c h . 

16 A As I i n d i c a t e d e a r l i e r , we're p l a n n i n g t o 

17 do r e s e a r c h t o f i n d o u t , get some i n s i g h t s i n t o t h e 

18 customers' d e c i s i o n - m a k i n g b e h a v i o r w i t h r e s p e c t t o 

19 t h e s e d e c i s i o n s . Why t h e y s w i t c h e d , why t h e y d i d n ' t 

20 s w i t c h , and so f o r t h . R i g h t now t h e answer i s , no, I 

21 do n o t have t h a t r e s e a r c h . 

22 Q Let me j u s t ask you about t h e p i l o t . F i r s t 

23 o f a l l , t h a t was a f i r s t come, f i r s t s e r v e 

2 4 methodology? 

25 A I w o u l d n ' t c h a r a c t e r i z e i t as such, no. 
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1 Q My u n d e r s t a n d i n g i s t h a t t h e r e was an 

2 e n r o l l m e n t p e r i o d . C o r r e c t ? 

3 A C o r r e c t . 

4 Q And how many customers o r what p e r c e n t a g e 

5 o f y o u r customers i n d i c a t e d t h e y wished t o be i n t h e 

6 p i l o t ? 

7 A About 11 p e r c e n t o f our customers. 

8 Q And t h e r e was f i v e p e r c e n t s l o t s ? 

9 A That's c o r r e c t . 

10 Q That was an o v e r - s u b s c r i p t i o n ? 

11 A That's c o r r e c t . 

12 Q And how was t h e d e t e r m i n a t i o n made 

13 c o n s i d e r i n g t h e o v e r - s u b s c r i p t i o n ? 

14 A We had a computer-based random g e n e r a t i o n 

15 r o u t i n e t h a t went i n t o t h e customer r e c o r d s o f those 

16 customers who had v o l u n t e e r e d f o r t h e p i l o t and 

17 randomly s e l e c t e d those customers out o f t h a t p o o l 

18 u n t i l we reached t h e f i v e - p e r c e n t g o a l . That was 

19 c o n s i s t e n t w i t h how t h e r e s t o f t h e u t i l i t i e s a c r o s s 

20 t h e s t a t e were asked t o do i t . 

21 Q So the r e s u l t was t h e t a r g e t e d f i v e p e r c e n t 

22 was reached; i s t h a t r i g h t ? 

23 A Through t h e random s e l e c t i o n p r o c e s s . 

24 Q By the way, i n t h a t p i l o t s t u d y , I b e l i e v e 

25 you i n d i c a t e d t h a t w i t h r e s p e c t t o t h e t o t a l 
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1 customers t h a t would a c t u a l l y s w i t c h , based on t h e 

2 s t u d y , t h a t , f o r example, i n t h e i n s t a n c e i n which 

3 t h e r e was no d i s c o u n t p r o v i d e d t h e y would e s t i m a t e 

4 t h a t 10 p e r c e n t o f t h e customers would say t h e y would 

5 s w i t c h and t h a t based on t h i s 4 0 - p e r c e n t f a c t o r o n l y 

6 f o u r p e r c e n t would a c t u a l l y f o l l o w t h r o u g h . Do you 

7 r e c a l l t h a t ? 

8 A I f you used t h e r e s u l t s o f t h a t r e s e a r c h , 

9 t h a t would be t h e math, yes. 

10 Q Now, i n t h e p i l o t , do you know 

11 a p p r o x i m a t e l y t h e l e v e l o f s a v i n g s t h a t are b e i n g 

12 o f f e r e d by s u p p l i e r s t o Duquesne customers, 

13 r e s i d e n t i a l customers? 

14 A I t v a r i e d by s u p p l i e r , a l t h o u g h I t h i n k t h e 

15 n o m i n a l number everyone i s u s i n g i s about 10 p e r c e n t . 

16 Q I was c u r i o u s You s t a t e d i n answer t o a 

17 p r e v i o u s c o u n s e l t h a t Duquesne p l a n s t o c o n t i n u e t o 

18 o f f e r Rule 4 s e r v i c e a f t e r t h e r e s t r u c t u r i n g . 

19 A That's c o r r e c t . 

20 Q And o t h e r economic development r a t e s would 

21 c o n t i n u e t o be o f f e r e d ? 

22 A R i d e r s 9 and 20 f o r new customers would be. 

23 Q Are you r e s p o n s i b l e f o r m a r k e t i n g t h o s e 

2 4 economic deve1opment r i d e r s ? 

25 A Yes. 
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1 Q W i l l you c o n t i n u e t o do t h a t a f t e r 

2 r e s t r u c t u r i n g ? 

3 A Yes. 

4 Q And are those s e r v i c e s g o i n g t o be p a r t o f 

5 what o t h e r w i t n e s s e s have l a b e l e d Duquesne's r a t e cap 

6 s e r v i c e , t h a t i s , i t s d e f a u l t s e r v i c e i t w i l l 

7 c o n t i n u e t o p r o v i d e a f t e r r e s t r u c t u r i n g ? 

8 A I don't know what t h a t ' s r e f e r r i n g t o . The 

9 r i d e r s are j u s t p a r t o f our o v e r a l l t a r i f f s t r u c t u r e 

10 f o r q u a l i f y i n g m a n u f a c t u r i n g companies t h a t come i n t o 

11 our s e r v i c e t e r r i t o r y as an economic development 

12 i n c e n t i v e . R i d e r s 9 and 20 b a s i c a l l y p r o v i d e some 

13 d i s c o u n t s i n the e a r l y y e a r s i n t h e f i v e - y e a r stream. 

14 So i t ' s based on the r a t e f o r t h a t p a r t i c u l a r 

15 customer, which t a r i f f i t i s , and t h e n we a p p l y t h e 

16 r i d e r t o t h a t t a r i f f . 

17 So I t h i n k t h e answer i s yes, b u t I d i d n ' t 

18 r e a l l y u n d e r s t a n d . Maybe you c o u l d r e p h r a s e t h e 

19 q u e s t i o n a d i f f e r e n t way. 

20 Q Let me t r y i t a s l i g h t l y d i f f e r e n t way. 

21 There's n o t g o i n g t o be any change i n t h e c o r p o r a t e 

22 e n t i t y t h a t would be o f f e r i n g t h e s e s e r v i c e s , i f you 

23 know? That i s , t h i s s e r v i c e i s n ' t g o i n g t o be 

2 4 t r a n s f e r r e d t o a c o m p e t i t i v e l i c e n s e d s u p p l i e r ? 

25 A The t a r i f f s are Duquesne L i g h t Company 
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1 t a r i f f s , so t h e y would be o f f e r e d by Duquesne L i g h t . 

2 Q Are you r e s p o n s i b l e f o r m a r k e t i n g any o t h e r 

3 r e t a i l s e r v i c e s o t h e r t h a n these i n d u s t r i a l s e r v i c e s ? 

4 A We have a few o t h e r p r o d u c t s o r s e r v i c e s 

5 t h a t we o f f e r . Surge S h i e l d , which i s a whole house 

6 surge p r o t e c t i o n s e r v i c e . Through a t h i r d p a r t y , we 

7 make customers aware of carbon monoxide t e s t e r s . We 

8 have r e l a t i o n s h i p s w i t h d e a l e r networks on heat 

9 pumps, though t h e y s e l l t h e heat pumps. We don't 

10 s e l l t h e heat pumps, but we work i n p a r t n e r s h i p w i t h 

11 them. There are m a r k e t i n g programs l i k e t h a t . 

12 Q What about r e t a i l e l e c t r i c s e r v i c e , r e t a i l 

13 and commercial e l e c t r i c s e r v i c e ? Do you market t h a t 

14 s e r v i c e i n any way? 

15 A N o t a s p a r t o f Duquesne L i g h t Company, I 

16 don't market t h a t . 

17 Q On whose b e h a l f do you market t h a t s e r v i c e ? 

18 A I d o n ' t . But someone had r e f e r r e d t o 

19 A l l e g h e n y Energy S o l u t i o n s e a r l i e r . That's what t h e y 

20 do f o r a l i v i n g . 

21 Q Do you market t h a t s e r v i c e i n any c a p a c i t y 

22 o r does your department? 

23 A No. We work w i t h Duquesne L i g h t Company 

24 customers f o r Duquesne L i g h t Company t a r i f f s , and we 

25 a p p l y t h o s e . 
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1 Q You sponsored t e s t i m o n y on t h e code o f 

2 conduct t h a t would a p p l y t o Duquesne, haven't you? 

3 A Yes. 

4 Q Are you a l s o g o i n g t o be r e s p o n s i b l e f o r 

5 e n f o r c i n g t h a t code of conduct f o r Duquesne, i f you 

6 know? 

7 A W e l l , t y p i c a l l y , compliance o f Duquesne 

8 L i g h t Company p o l i c i e s and t h i n g s l i k e t h a t , t h e r e ' s 

9 an o v e r s i g h t r o l e o f t h e l e g a l u n i t t o do t h a t . But 

10 because m a r k e t i n g and s a l e s r e p o r t s t o me, I have t o 

11 a d m i n i s t e r t h a t p o l i c y across my s t a f f . 

12 So, i f t h a t ' s what you mean by c o m p l i a n c e , I 

13 a d m i n i s t e r i t , make sure a l l o f my reps and p e o ple 

14 r e p o r t i n g t o me are aware o f i t and are a b i d i n g by 

15 i t . 

16 Q W i l l you have any r e s p o n s i b i l i t y beyond 

17 y o u r m a r k e t i n g and s a l e s department t o a d m i n i s t e r 

18 t h i s p o l i c y ? 

19 A W e l l , t h e p o l i c y , as s t a t e d i n t h e code of 

2 0 conduct, a p p l i e s t o a l l Duquesne L i g h t Company 

21 employees, as w e l l as a f f i l i a t e d companies. So I do 

22 n o t p o l i c e them. I j u s t work f o r Duquesne L i g h t 

23 Company i n my m a r k e t i n g and s a l e s u n i t . 

24 Q Do you know who w i l l , i f anyone, have 

2 5 r e s p o n s i b i l i t y t o a d m i n i s t e r i t beyond t h e m a r k e t i n g 
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and s a l e s department? 

A Ag a i n , t h e o n l y s t r u c t u r e t h a t we have i n 

p l a c e r i g h t now t h a t I'm aware o f would be t h e 

compliance a s p e c t , t h a t t h e l e g a l u n i t p r o v i d e some 

o v e r s i g h t o f these t y p e s o f t h i n g s . 

Q I n your t e s t i m o n y , you r e f e r t o t h e f a c t 

t h a t you b e l i e v e t h a t t h e code o f conduct, t h e f i n a l 

code o f conduct t h a t s h o u l d a p p l y t o Duquesne s h o u l d 

be d e t e r m i n e d t h r o u g h t h e c o m p e t i t i v e s a f e g u a r d s 

w o r k i n g group p r o c e s s ; i s t h a t r i g h t ? 

A W e l l , b a s i c a l l y , by t h e PUC, whether 

t h e y ' r e a c t u a l l y g o i n g t o use t h a t w o r k i n g group. 

Our view i s , t h e code o f conduct t h a t a p p l i e s t o us, 

we see no reason why i t s h o u l d n ' t a p p l y t o t h e r e s t 

of t h e u t i l i t i e s i n t h e s t a t e as w e l l . So we would 

be l o o k i n g f o r a c o n s i s t e n t code o f conduct a c r o s s 

t h e s t a t e . 

So someone -- And we're l o o k i n g t o t h e PUC t o 

t a k e t h a t l e a d e r s h i p r o l e , and they've t a k e n i t t o a 

c e r t a i n e x t e n t w i t h t h e c o m p e t i t i v e s a f e g u a r d s 

w o r k i n g group t o r e s o l v e some o f these i s s u e s . 

Q Have you had an o p p o r t u n i t y t o r e v i e w t h e 

now infamous PECO Commission d e c i s i o n o f l a s t week? 

A I've scanned t h r o u g h i t . 

i t i n d e p t h . 

I haven't s t u d i e d 
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1 Q Have you l o o k e d a t t h e s e c t i o n t h a t 

2 e s t a b l i s h e d an i n t e r i m code o f conduct f o r PECO? 

3 A No, I have n o t . 

4 MR. CLEARFIELD: I b e l i e v e I'm f i n i s h e d . 

5 JUDGE CORBETT: Mr. Rubin, I n o t e , i s n o t i n 

6 t h e room, and the IBEW i s not l i s t e d o r sc h e d u l e d f o r 

7 any c r o s s - e x a m i n a t i o n o f t h i s w i t n e s s . 

8 I s t h e r e any o t h e r p a r t y who wishes t o 

9 c r o s s - examine t h i s w i t n e s s whom I have n o t c a l l e d ? 

10 (No a u d i b l e response.) 

11 JUDGE CORBETT: I note no response f o r t h e 

12 r e c o r d . 

13 A n y r e d i r e c t , M r . M o o t ? 

14 MR. MOOT: Y e s , Y o u r H o n o r . 

15 REDIRECT EXAMINATION 

16 BY MR. MOOT: 

17 Q Mr. Hoffmann, I ' d l i k e t o r e f e r you a g a i n 

18 t o t h e t e s t i m o n y i n t h e p i l o t p r o c e e d i n g t h a t 

19 Mr. C l e a r f i e l d d i s c u s s e d w i t h you. I s i t c o r r e c t 

2 0 t h a t he was d i s c u s s i n g a s t u d y t h a t i n d i c a t e d t h a t 

21 f o r t e l e c o m m u n i c a t i o n s customers f o r a 10-p e r c e n t 

2 2 d i s c o u n t a t l e a s t i n t h a t s t u d y 60 p e r c e n t i n d i c a t e d 

23 t h e d e s i r e t o s w i t c h ? 

2 4 A That's c o r r e c t . 

25 Q Do I a l s o r e c a l l you d i s c u s s i n g w i t h him 
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1 t h a t some r e s e a r c h a l s o showed t h a t i n t h a t s t u d y 40 

2 p e r c e n t o f those customers a c t u a l l y s w i t c h e d ? 

3 A For l o n g - d i s t a n c e s e r v i c e , yes. 

4 Q And would a m a t h e m a t i c a l Would t h e 

5 p r o d u c t o f those two be 24 p e r c e n t ? 

6 A Yes, i t would. 

7 Q I ' d l i k e t o t u r n your a t t e n t i o n t o t h e 

8 q u e s t i o n and answer t h a t i m m e d i a t e l y f o l l o w s t h e 

9 d i s c u s s i o n t h a t Mr. C l e a r f i e l d p o i n t e d you t o . Would 

10 you p l e a s e r e a d i n t o t h e r e c o r d L i n e s 13 t h r o u g h 24 

11 on Page 249. 

12 A Q u e s t i o n : I s t h e r e a n y t h i n g i n p a r t i c u l a r 

13 about Duquesne's r a t e s or i t s l o c a t i o n t h a t would 

14 cause customers t o be i n t e r e s t e d i n s w i t c h i n g 

15 s u p p l i e r s ? 

16 Answer: There i s a l o t o f awareness w i t h i n 

17 our s e r v i c e t e r r i t o r y o f what i s g o i n g on--the 

18 l e g i s l a t i v e changes, t he changes proposed i n t h e 

19 i n d u s t r y . There's a l o t o f awareness w i t h i n our 

20 m a r k e t p l a c e b a s i c a l l y because t h e r e i s a r a t e 

21 d i s p a r i t y i n the c o s t o f s e r v i c e r a t e s between us and 

2 2 some o f t h e n e i g h b o r i n g u t i l i t i e s w h ich g e t s a l o t o f 

2 3 prominence and i s a t t h e f o r e f r o n t o f some o f t h e 

2 4 media coverage and so f o r t h . So a l o t o f customers 

25 are v e r y aware o f these changes t h a t a re g o i n g on. 
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1 Q Mr. Hoffmann, i n your view and as you 

2 remember i t , what was t h e r e l a t i o n s h i p and t h e 

3 purpose o f t h a t t e s t i m o n y as i t r e l a t e d t o t h e 

4 t e s t i m o n y on t h e t e l e c o m m u n i c a t i o n s s t u d y t h a t was 

5 i m m e d i a t e l y p r e c e d i n g i t on t h e t r a n s c r i p t ? 

6 A We were t r y i n g t o e s t a b l i s h t h a t t h e r e was 

7 a l i m i t e d amount o f r e s e a r c h w i t h r e s p e c t t o what 

S customers would what l e v e l o f p a r t i c i p a t i o n one 

9 would expect i n t h e p i l o t . 

10 But t h e n we were t r y i n g t o a l s o d e m o n s t r a t e 

11 t h a t f o r Duquesne L i g h t Company's s e r v i c e t e r r i t o r y 

12 one would expect t h e r e s e a r c h r e s u l t s t o be 

13 c o n s e r v a t i v e , a t b e s t , meaning we would e x p e c t more 

14 people i n t e r e s t e d because o f the f a c t o r s i n h e r e n t i n 

15 t h i s p a r t i c u l a r m a r k e t p l a c e , our s e r v i c e t e r r i t o r y 

16 t h a t I mentioned i n t h a t response. 

17 So we're l o o k i n g a t t h e r e s e a r c h as, r e a l l y , 

18 k i n d o f a lower bound, a l l t h i n g s b e i n g kept e q u a l , 

19 c o n s i s t e n t w i t h t h a t r e s e a r c h s t u d y . 

20 MR. MOOT: Thank you, Mr. Hoffmann. No 

21 f u r t h e r q u e s t i o n s . 

22 JUDGE CORBETT: Any r e c r o s s , Ms. S i f o n t e s ? 

23 MS. SIFONTES: J u s t a second, Your Honor. 

24 (Pause) 

25 MS. SIFONTES: I don't t h i n k so. 
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b e f o r e . 

JUDGE CORBETT: D i d t h e OSBA c r o s s ? 

MS. JONES: No. No, we d i d n ' t . 

JUDGE CORBETT: The C i t y . 

MR. AKERS: No, Your Honor. 

JUDGE CORBETT: Ms. P o l a c e k . 

MS. POLACEK: No, t h a n k y o u . 

JUDGE CORBETT: Mr. Wiseman. 

MR. WISEMAN: No, Your Honor. 

JUDGE CORBETT: Mr. Z i e l o n i s . 

MR. ZIELONIS: No, Your Honor. 

JUDGE CORBETT: Mr. B a r a k , y o u w e r e n ' t h e r e 

Mr. C l e a r f i e l d . 

RECROSS EXAMINATION 

BY MR. CLEARFIELD: 

Q. Mr. H o f f m a n n , t o t h e e x t e n t t h a t y o u 

b e l i e v e t h e r e ' s r e l a t i v e l y more a w a r e n e s s o f w h a t ' s 

g o i n g on i n t h e e l e c t r i c i n d u s t r y i n Duquesne's 

s e r v i c e t e r r i t o r y , y o u w o u l d a g r e e w i t h me, w o u l d n ' t 

y o u , t h a t t h a t w o u l d t e n d t o i n d i c a t e t h a t t o t h e 

e x t e n t c u s t o m e r s c hoose n o t t o p a r t i c i p a t e e i t h e r i n 

a p i l o t o r i n a f i r s t t h i r d p h a s e - i n t h a t ' s b e c a u s e 

o f some e f f o r t on t h e i r p a r t o r some u n d e r s t a n d i n g o f 

w h e t h e r t h e y want t o o r d o n ' t want t o ? 

A O b v i o u s l y , t h e y have some b a s i s f o r m a k i n g 
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1 t h e d e c i s i o n t o p a r t i c i p a t e or not t o p a r t i c i p a t e . 

2 Q And i t ' s more l i k e l y i n Duquesne's s e r v i c e 

3 t e r r i t o r y t h a t t h e y have enough u n d e r s t a n d i n g , so 

4 your concern about customers b e i n g l e f t o u t because 

5 o f a l a c k o f i n f o r m a t i o n would be a m e l i o r a t e d , i f you 

6 w i l l -- I'm s o r r y , m i t i g a t e d . 

7 A I b e l i e v e so. We b e l i e v e t h e y have a 

8 g r e a t e r awareness o f what's g o i n g on here i n t h i s 

9 m a r k e t p l a c e . 

10 MR. CLEARFIELD: That's a l l I have. 

11 JUDGE CORBETT: Any f u r t h e r r e d i r e c t ? 

12 MR. MOOT: No, Your Honor. 

13 JUDGE CORBETT: Thank you, Mr. Hoffmann. You 

14 are excused. Thank you. 

15 I s t h e r e a n y t h i n g f u r t h e r from t h e company? 

16 MR. MOOT: No, Your Honor. 

17 JUDGE CORBETT: Bef o r e we a d j o u r n , i s t h e r e 

18 a n y t h i n g t h a t t h e p a r t i e s want t o b r i n g up? 

19 Yes. We ' l l s t a r t w i t h Ms. M e l i l l o . 

20 MS. MELILLO: Your Honor, I j u s t wanted t o 

21 r e s e r v e t h e o p p o r t u n i t y t o p l a c e i n t o t h e r e c o r d 

22 responses t h a t we a n t i c i p a t e r e c e i v i n g t o o n - t h e -

23 r e c o r d data r e q u e s t s we have. I t h i n k I have about 

24 f i v e m y s e l f t h a t haven't been answered y e t . 

25 JUDGE CORBETT: Why don't we ta k e t h o s e up 
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1 f i r s t day o f the h e a r i n g s i n January. Okay? 

2 MS. MELILLO: Thank you. 

3 JUDGE CORBETT: Mr. Berger. 

4 MR. BERGER: I was g o i n g t o make t h e same 

5 r e q u e s t , Your Honor. 

6 JUDGE CORBETT: Okay. Does anybody e l s e have 

7 a n y t h i n g e l s e t h a t t h e y want t o b r i n g up b e f o r e we 

8 a d j o u r n ? 

9 MR. WISEMAN: Your Honor, I j u s t have one 

10 q u e s t i o n f o r c l a r i f i c a t i o n . I t h o u g h t t h a t Mr. Moot 

11 i n d i c a t e d t h a t he was g o i n g t o p r o v i d e t h e d a t a 

12 responses t o a l l p a r t i e s . I j u s t wanted t o c o n f i r m 

13 t h a t u n d e r s t a n d i n g . 

14 MR. MOOT: That i s c o r r e c t , c o n s i s t e n t w i t h 

15 our c u r r e n t p r a c t i c e , w hich i s where t h e r e ' s a l a r g e 

16 document a t t a c h e d we don't make 50 c o p i e s . That 

17 n o t w i t h s t a n d i n g , t h e answer i s yes. 

18 MR. WISEMAN: That's f i n e . Thank you v e r y 

19 much. 

20 JUDGE CORBETT: ' A n y t h i n g e l s e ? 

21 MR. BARAK: I s i t 9 o ' c l o c k on t h e 5 t h , Your 

22 Honor? 

23 JUDGE CORBETT: Nine o ' c l o c k on t h e 5 t h , 

24 t h a t ' s r i g h t , per scheduled. 

25 MS. MELILLO: See you next y e a r . 
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JUDGE CORBETT: Happy h o l i d a y s , everybody, and 

happy new year t o you. W e ' l l see you on January 5 t h . 

MR. MOOT: Thank you, Your Honor. 

JUDGE CORBETT: Thank you a l l . 

We're i n rece s s u n t i l January 5, 9 o ' c l o c k . 

{Whereupon, a t 4:17 p.m., t h e h e a r i n g r e c e s s e d 

u n t i l January 5, 1998.) 
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We hereby c e r t i f y t h a t t h e p r o c e e d i n g s and 
evidence are c o n t a i n e d f u l l y and a c c u r a t e l y i n t h e 
not e s t a k e n by us d u r i n g t h e h e a r i n g o f t h e w i t h i n 
cause and t h a t t h i s i s a t r u e and a c c u r a t e t r a n s c r i p t 
o f t h e same. 
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any r e p r o d u c t i o n of the same by any means u n l e s s 
under t h e d i r e c t c o n t r o l and/or s u p e r v i s i o n o f t h e 
c e r t i f y i n g r e p o r t e r . 
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